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CITY OF CAPE MAY TOWNSHIP OF LOWER BOROUGH OF WEST CAPE MAY

January 28, 2022

Honorable President & Members of the Board of Education
Lower Cape May Regional School District
Cape May County, NJ

The annual comprehensive financial report of the Lower Cape May Regional School District for the fiscal year
ended June 30, 2021 is hereby submitted. Responsibility for both the accuracy of the data and completeness and
fairness of the presentation, including all disclosures, rests with the management of the Board of Education. To the
best of our knowledge and belief, the data presented in this report is accurate in all material respects and is reported
in a manner designed to present fairly the financial position and results of operations of the various funds and
account groups of the District. All disclosures necessary to enable the reader to gain an understanding of the
District’s financial activities have been included.

The annual comprehensive financial report has been prepared in accordance with Governmental Accounting
Standards Board Statement 34 and is presented in four sections: introductory, financial, statistical and single audit.
The introductory section includes this transmittal letter, the District’s organizational chart, and a list of principal
officials. The financial section includes the general purpose financial statements and schedules, as well as the
auditor’s report thereon. The statistical section includes selected financial and demographic information, generally
presented on a multi-year basis. The District is required to undergo an annual single audit in conformity with the
provisions of the Title 2 U.S. Code of Federal Regulations, cost principles, and audit requirements for federal awards
(uniform guidance); and State of New Jersey Circular OMB15-08. Information related to this single audit, including
the auditor’s report on the internal control structure and compliance with applicable laws and regulations and
findings and recommendations, are included in the single audit section of this report.

1. REPORTING ENTITY AND ITS SERVICES:

Lower Cape May Regional School District is an independent reporting entity with the criteria adopted by the GASB as
established by NCGA Statement No. 3. All funds and account groups of the District are included in this report. The
Lower Cape May Regional Board of Education and all its schools constitute the District’s reporting entity.

The District provides a full range of educational services appropriate to grade levels 7 through 12. These include
regular and vocational, as well as special education for handicapped youngsters. The District completed the 2020-
2021 fiscal year with an enrollment of 1209 students, which is a 4.80% decrease from the previous year’s enrollment.
The following details the changes in the student enrollment of the District over the last ten years.



Average Daily Enrollment

Fiscal Year Student Percent

Enroliment Change
2020/21 1,209 (4.80)%
2019/20 1,270 (0.55)%
2018/19 1,277 (3.11)%
2017/18 1,318 (0.53)%
2016/17 1,325 (2.14)%
2015/16 1,354 (3.70)%
2014/15 1,406 0.72%
2013/14 1,396 (4.51)%
2012/13 1,462 (4.61)%
2011/12 1,528 (5.03)%
2010/11 1,609 (0.43)%

2. ECONOMIC CONDITION AND OUTLOOK:

Lower Township

Description of Governmental Structure:

The Township encompasses 30.5 square miles in the southern part of Cape May County. Its boundaries include the
Delaware Bay to the South, the Atlantic Ocean to the East, the City of Cape May to the Southeast, and the Township
of Middle to the North. The area was purchased from the original settlers, the Kechemeche Indians, in the early
1600’s. Its abundant natural resources made it a center for whaling, fishing and fur trapping.

The Township was formed as a precinct in 1723 and was incorporated as a township on February 21, 1798. From its
incorporation until July 1, 1984, three members formed a township committee which governed the Township. Since
July 1, 1984, the governing body consists of a mayor and four council members (three elected from wards and one at-
large). Since 1984, a Township Manger supervises all departments and is responsible for the preparation and
administration of the annual budget.

The municipality provides, for the population of the township, various services including but not limited to, police and

volunteer fire departments, rescue squad, and recreation. There is also a municipal authority for both sewer and
water.

Population:

The population growth in the Township of Lower for the 1940 to 2010 period is as follows:

1940 Federal Census 1,705
1950 Federal Census 2,737
1960 Federal Census 6,332
1970 Federal Census 10,154
1980 Federal Census 17,037
1990 Federal Census 20,820
2000 Federal Census 22,945

2010 Federal Census 22,866



Cape May

Governmental Structure:

The City is governed by the small municipalities form of government, providing for the election of a five member City
Council, a legislative body, which serves three year terms and which selects one of its members a Mayor. Council
selects the Clerk, Assessor, Treasurer, City Attorney, Engineer, Auditor and Municipal Court Judge.

History and Geography:

The City, the nation’s oldest seashore resort, is located at the southern tip of New Jersey, where the Atlantic Ocean
meets the Delaware Bay.

Discovered by Henry Hudson in 1609, settled by the Dutch in 1623 and colonized by the Pilgrims of Plymouth, the City
has a rich history that today is a major source of local prosperity.

Named for Dutch explorer Cornelius Jacobsen Mey, the City is located in the County of Cape May on the New Jersey
peninsula known as Cape May. It is a surprise to many that the City is actually located below the Mason-Dixon Line
and is further south than Washington, D.C.

Following the “Great Fire of 1878” that destroyed half of the town, residents and vacationers rebuilt the city in the
Victorian architectural style popular in the era. As a result, the City has the largest concentration of authentic
Victorian structures in America. Today, several hundred beautifully manicured houses and public buildings retain this
priceless heritage.

The entire City has been designed by the National Park Service a “National Historic Landmark”.

The City has a three-mile beachfront on the Atlantic Ocean and is bounded on the Northeast by Cape May Harbor and
on the Northwest by Cape Island Creek. Together with neighboring municipality West Cape May, Cape May is
separated from the mainland by the Cape May Canal, dug during World War Il for national defense reasons. The
Canal connects the Ocean through Cape May Harbor west to the Delaware Bay.

The City is located at the southern terminus of the Garden State Parkway, 150 miles south of New York City, 100
miles southeast of Philadelphia, and 35 miles south of Atlantic City.

The city provides fire protection and emergency services, public library, and various municipal departments including
public works, civic affairs, and a sewer and water utility.

West Cape May
The West Cape May area has been experiencing a degree of development and expansion. The residential tax base

should continue to increase; it does appear that the numbers of families with school aged children locating in the
area will increase the average daily enroliment.



3. MAJOR INITIATIVES:

Educational and support technology access and systems continue to evolve. The district now requires 20mb
bandwidth for managing a variety of web based applications and programs used throughout the 7-12 curriculums. A
five year virtualization project has continued to develop that will ensure the expansion of educational internet
resources and tools while stemming recurring costs of devices. The addition of updated Chromebooks, laptops, and
access points also adds significant real world learning applications.

Staff development is more critical than ever amidst the pandemic. Training focused on virtual instruction, the
evaluation system, updated NJ student learning standards, an increasingly diverse student population, and all the
associated and rapidly changing technological demands of being an educator in the 21 Century.

The District continues to strive to solicit parent and community input on all matters pertaining to the schools. This
initiative will continue into the future with an emphasis on developing goals, objectives, and priorities for the next

five years.

4. INTERNAL ACCOUNTING CONTROLS:

Management of the District is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the District are protected from loss, theft, or misuse and to ensure that adequate
accounting data are compiled to allow for the preparation of financial statements in conformity with generally
accepted accounting principles (GAAP). The internal control structure is designed to provide reasonable, but not
absolute, assurance that these objectives are met.

The concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely
to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by management.

As part of the District’s single audit described earlier, tests are made to determine the adequacy of the internal
control structure, including that portion related to federal and state financial assistance programs, as well as to

determine that the District has complied with applicable laws and regulations.

5. BUDGETARY CONTROLS:

In addition to internal accounting controls, the District maintains budgetary controls. The objective of these
budgetary controls is to ensure compliance with legal provisions embodied in the annual appropriated budget
approved by the voters of the municipality. Annual appropriated budgets are adopted for the general fund, the
special revenue fund, and the debt service fund. (Project length budgets are approved for the capital improvements
accounted for in the capital projects fund). The final budget amount as amended for the fiscal year is reflected in the
financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item basis. Open
encumbrances at year-end are either canceled or are included as reappropriations of fund balance in the subsequent
year. Those amounts to be reappropriated are reported as reservations of fund balance at June 30, 2021.



6. ACCOUNTING SYSTEM AND REPORTS:

The District’s accounting records reflect generally accepted accounting principles, as promulgated by the
Governmental Accounting Standards Board (GASB). The accounting system of the District is organized on the basis of
funds and account groups. These funds and account groups are explained in “Notes to the Financial Statements”,

Note 1.

7. CASH MANAGEMENT:

The investment policy of the District is guided in large part by state statute as detailed in “Notes to the Financial
Statements”, Note 2. The District has adopted a cash management plan which requires it to deposit public funds in
public depositories protected from loss under the provisions of the Governmental Unit Deposit Protection Act
(GUDPA). GUDPA was enacted in 1970 to protect Governmental Units from a loss of funds on deposit with a failed
banking institution in New Jersey. The law required governmental units to deposit public funds only in public
depositories located in New Jersey, where the funds are secured in accordance with the Act.

8. RISK MANAGEMENT:

The Board of Education carried various forms of insurance, including, but not limited to, general liability, automobile
liability, and comprehensive/collision, hazard and theft insurance on property and contents, and fidelity bonds.

9. OTHER INFORMATION:

Independent Audit: State statutes require an annual audit by independent certified public accountants or registered
municipal accountants. The accounting firm of Inverso & Stewart was selected by the Board of Education’s audit
committee. The auditor’s report on the general purpose financial statements and combining and individual fund
statements and schedules is included in the financial section of this report. The auditor’s reports related specifically
to the single audit are included in the single audit section of this report.

10. ACKNOWLEDGEMENTS:

We would like to express our appreciation to the members of the Lower Cape May Regional School District Board of
Education for their concern in providing fiscal accountability to the citizens and taxpayers of the School District and
thereby contributing their full support to the development and maintenance of our financial operation.

The preparation of this report could not have been accomplished without the efficient and dedicated services of our
financial and accounting staff.

Respectfully submitte

LA )Vl: / RA e bt

/ Joseph A. Casten/ucci
Superintendent.

Mark G. Mallett
Business Administrator/Board Secretary
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INDEPENDENT AUDITOR’S REPORT

The Honorable President and Members
of the Board of Education
Lower Cape May Regional School District
County of Cape May
Cape May, New Jersey

Report on the Financial Statements

I have audited the accompanying financial statements of the governmental activities, the business-type activities, each major
fund and the aggregate remaining fund information of the Lower Cape May Regional School District, in the County of
Cape May, State of New Jersey, as of and for the fiscal year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the School District's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. [ conducted my audit in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and in
compliance with audit requirements as prescribed by the Office of School Finance, Department of Education, State of New
Jersey. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the School District’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the School District’s internal control. Accordingly, I express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinions.
Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund and the aggregate remaining fund
information of the Lower Cape May Regional School District, in the County of Cape May, State of New Jersey, as of June
30, 2021, and the respective changes in financial position and where applicable, cash flows thereof for the fiscal year then
ended in accordance with accounting principles generally accepted in the United States of America.



Emphasis of Matter
Adoption of New Accounting Principle

As discussed in Note 20 to the financial statements, during the fiscal year ended June 30, 2021, the District adopted new
accounting guidance, Governmental Accounting Standards Board (GASB) Statement No. 84, Fiduciary Activities. My
opinions are not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis, budgetary comparison information, schedule of the School District’s proportionate share of the net pension
liability and schedule of the School District’s contributions, schedule of the State’s proportionate share of the net OPEB
liability associated with the School District and changes in the total OPEB liability and related ratios as listed in the table
of contents, be presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. I have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquires of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to my inquiries,
the basic financial statements, and other knowledge I obtained during my audit of the basic financial statements. I do not
express an opinion or provide any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an opinion or provide any assurance.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Lower Cape May Regional School District’s basic financial statements. The introductory section, combining statements
and related major fund supporting statements and schedules, and statistical section are presented for purposes of additional
analysis, as required by the Office of School Finance, Department of Education, State of New Jersey and are not a required
part of the basic financial statements. The accompanying schedules of federal awards and state financial assistance, as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost principles, and
Audit Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), and State of New
Jersey Circular 15-08-OMB, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid, are also
presented for purposes of additional analysis and are not a required part of the basic financial statements.

The accompanying combining statements and related major fund supporting statements and schedules and schedules of
expenditures of federal awards and state financial assistance are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In my
opinion, the accompanying combining statements and related major fund supporting statements and schedules and
schedules of expenditures of federal awards and state financial assistance are fairly stated, in all material respects, in relation
to the basic financial statements as a whole.

The introductory and statistical sections listed in the table of contents have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, I do not express an opinion or provide any assurance
on them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also issued my report dated January 28, 2022 on my
consideration of the Lower Cape May Regional School District’s internal control over financial reporting and my tests of
its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of
that report is to describe the scope of my testing of internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the Lower Cape
May Regional School District’s internal control over financial reporting and compliance.

INVERSO & STEWART, LLC
Certified Public Accountants

G4

Robert P. Inverso

Certified Public Accountant

Public School Accountant No. CS001095
Marlton, New Jersey
January 28, 2022
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Lower Cape May Regional School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2021

As management of the Board of Education of the Lower Cape May Regional School District in Cape May
New Jersey, we offer readers of the School District’s financial statements this narrative overview and analysis
of the School District for the fiscal year ended June 30, 2021. We encourage readers to consider the
information presented in conjunction with additional information that we have furnished in our letter of
transmittal, which can be found in the introductory section of this report.

Financial Highlights

. The assets of the School District exceeded its liabilities at the close of the most recent fiscal
year by $16,224,831 (net position).

. Governmental activities have an unrestricted net position deficit of $11,663,015. The
accounting treatments in the governmental funds for compensated absences payable, net
pension liability, and the June state aid payments, and the state statute that prohibits school
districts from maintaining more than 4% of its adopted budget as unrestricted fund balance are
primarily responsible for this deficit balance.

= The total net position of the School District increased by $3,870,731, or a 31.33% increase from
the prior fiscal year-end balance.

. Fund balance of the School District’s governmental funds increased by $2,331,302
resulting in an ending fund balance of 15,672,015. This increase is largely due to the results of
operations in the General Fund.

] Business-type activities have unrestricted net position of $59,096 which may be used to meet
the School District’s ongoing obligations of the food service operations.

" The School District’s long-term obligations decreased by $2,285,053 which is the result of the
reduction of serial bonds, net pension liability and capital leases and compensated absences.

Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the School District’s basic financial
statements. Comparison to the prior year’s activity is provided in this document. The basic financial
statements are comprised of three components: 1) District-wide financial statements, 2) Fund financial
statements, and 3) Notes to the basic financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

District-wide Financial Statements
The district-wide financial statements are designed to provide the reader with a broad overview of the

financial activities in a manner similar to a private-sector business. The district-wide financial statements
include the statement of net position and the statement of activities.



The statement of net position presents information about all of the School District’s assets and liabilities. The
difference between the assets and liabilities is reported as net position. Over time, changes in net position
may serve as a useful indicator of whether the financial position of the School District is improving or
deteriorating.

The statement of activities presents information showing how the net position of the School District changed
during the current fiscal year. Changes in net position are recorded in the statement of activities when the
underlying event occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement even though the resulting cash flows may be recorded in a future period.

Both of the district-wide financial statements distinguish functions of the School District that are supported
from taxes and intergovernmental revenues (governmental activities) and other functions that are intended to
recover all or most of their costs from user fees and charges (business-type activities). Governmental
activities consolidate governmental funds including the General Fund, Special Revenue Fund, Capital
Projects Fund, and Debt Service Fund. Business-type activities include the Food Service Fund.

Fund Financial Statements

Fund financial statements are designed to demonstrate compliance with finance-related requirements. A
fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific objectives. All of the funds of the School District are divided into three categories: governmental
funds, proprietary funds and fiduciary funds.

Governmental funds account for essentially the same information reported in the governmental activities of
the district-wide financial statements. However, unlike the district-wide financial statements, the
governmental fund financial statements focus on near-term financial resources and fund balances. Such
information may be useful in evaluating the financing requirements in the near term.

Since the governmental funds and the governmental activities report information using the same functions,
it is useful to compare the information presented. Because the focus of each report differs, a reconciliation
is provided on the fund financial statements to assist the reader in comparing the near-term requirements with
the long-term needs.

The School District maintains four individual governmental funds. The major funds are the General Fund,
the Special Revenue Fund, the Capital Projects Fund, and the Debt Service Fund. They are presented
separately in the fund financial statements.

The School District adopts an annual appropriated budget for the General Fund, Special Revenue Fund and
the Debt Service Fund. A budgetary comparison statement has been provided for each of these funds to
demonstrate compliance with budgetary requirements.

Proprietary funds are used to present the same functions as the business-type activities presented in the
district-wide financial statements. The School District maintains one type of proprietary fund - the Enterprise
Fund. The fund financial statements of the enterprise fund provides the same information as the district-wide
financial statements, only in more detail.

The School District’s enterprise fund is the Food Service Fund and is considered to be a major fund.
Fiduciary funds are used to account for resources held for the benefit of parties outside the government.

Fiduciary funds are not reflected in the district-wide financial statements because the resources of those funds
are not available to support the School District’s programs.



Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also contains other
supplementary information and schedules required by the New Jersey Audit Program, issued by the New
Jersey Department of Education.

District-wide Financial Analysis

The assets of the School District are classified as current assets and capital assets. Cash, investments,
receivables, inventories and prepaid expenses are current assets. These assets are available to provide
resources for the near-term operations of the School District. The majority of the current assets are the results
of the tax levy and state aid collection process.

Capital assets are used in the operations of the School District. These assets are land, buildings,
improvements, equipment and vehicles. Capital assets are discussed in greater detail in the section titled,
Capital Assets and Debt Administration, elsewhere in this analysis.

Current and long-term liabilities are classified based on anticipated liquidation either in the near-term or in
the future. Current liabilities include accounts payable, accrued salaries and benefits, unearned revenues,
and current debt obligations. The liquidation of current liabilities is anticipated to be either from currently
available resources, current assets or new resources that become available during fiscal year 2022. Long-
term liabilities such as long-term debt obligations and compensated absences payable will be liquidated from
resources that will become available after fiscal year 2022.

The assets of the primary government activities exceeded liabilities by $16,130,003 with an unrestricted
deficit balance of $11,663,015. The net position of the primary government does not include internal
balances.

A net investment of $13,131,918 in land, improvements, buildings, equipment and vehicles which provide
the services to the School District’s 1,209 public school students. Net position of $8,078,859 have been
restricted to provide resources for future capital expansion and renovation projects, $1,894,946 is reserved
for maintenance, $66,282 is reserved for debt service, $26,186 is reserved for scholarships, $256,579 is
reserved for student activities, $151,465 is reserved for unemployment compensation, while $4,186,783 has
been restricted for budget appropriation.

As mentioned earlier, deficit unrestricted net position is primarily due to the accounting treatment for
compensated absences payable, net pension liability and the June state aid payments, and state statutes that
prohibit school districts from maintaining more than 4% of its adopted budget as unrestricted fund balance.



Lower Cape May Regional School District
Comparative Summary of Net Position
As of June 30, 2021 and 2020

Governmental Activities Business-Type Activites District-Wide
2021 2020 2021 2020 2021 2020
ASSETS
Current assets $ 15,721,609 $ 12,935,799 $ 67,933 $ 78,866 $ 15,789,542 $ 13,014,665
Capital assets 21,215,537 21,456,212 35,732 29,744 21,251,269 21,485,956
Total assets 36,937,146 34,392,011 103,665 108,610 37,040,811 34,500,621
Deferred Outflows of
Resources 1,223,708 1,618,562 1,223,708 1,618,562
LIABILITIES
Current liabilities 1,918,957 1,914,971 8,837 5,000 1,927,794 1,919,971
Noncurrent liabilities 16,214,373 18,450,296 16,214,373 18,450,296
Total Liabilities 18,133,330 20,365,267 8,837 5,000 18,142,167 20,370,267
Deferred Inflows of
Resources 3,897,521 3,812,885 3,897,521 3,812,885
Net Position $ 16,130,003 $ 11,832,421 $ 94,828 $ 103,610 $ 16,224,831 $ 11,936,031
Net Position Consists of:
Net investment in
Capital Assets 13,131,918 12,232,679 35,732 29,744 13,167,650 12,262,423
Restricted Assets 14,661,100 13,116,053 14,661,100 13,116,053
Unrestricted Assets (11,663,015) (13,516,311) 59,096 73,866 (11,603,919) (13,442,445)

Net Position $§ 16,130,003 § 11,832,421 $ 94,828 $ 103,610 $ 16,224,831 § 11,936,031




Revenues:

Charges for services

Operating Grants and
contributions

Capital Grants and
contributions

Property taxes

State aid - unrestricted

Tuition

Other revenues

Total Revenues

Expenses:
Governmental Activities:
Instruction
Tuition
Related Services
Administrative Services
Central Services
Operations and
Maintenance
Transportation
Employee benefits
Charter Schools
Interest on debt
Other
Business-Type Activities:
Food Service

Total Expenses

Increase (Decrease) in Net
Position before transfers

Transfers

Change in Net Position

Net Position, July 1

Prior Period Adjustment

Net Position, July 1 Restated

Net Position, June 30

Lower Cape May Regional School District
Comparative Schedule of Changes in Net Position

As of and for the Fiscal Year Ended June 30, 2021 and 2020

Governmental Activities

Business-Type Activites

District-Wide

2021 2020 2021 2020 2021 2020
$ -3 - $ 33,727 $218,188 $ 33,727 $ 218,188
14,717,617 10,139,718 514,800 391,514 15,232,417 10,531,232
23,302,240 22,965,590 23,302,240 22,965,590
8,114,479 8,859,228 8,114,479 8,859,228
129,215 159,544 129,215 159,544
492,703 562,465 14,261 (17,961) 506,964 544,504
46,756,254 42,686,545 562,788 591,741 47,319,042 43,278,286
12,911,371 13,339,255 12,911,371 13,339,255
2,289,989 1,883,961 2,289,989 1,883,961
2,545,118 2,115,399 2,545,118 2,115,399
1,765,066 1,713,484 1,765,066 1,713,484
396,675 440,681 396,675 440,681
4,390,663 4,370,945 4,390,663 4,370,945
1,247,593 1,397,976 1,247,593 1,397,976
16,996,561 13,661,372 16,996,561 13,661,372
27,497 42,831 27,497 42,831
209,244 242,626 209,244 242,626
42,964 47,788 42,964 47,788
625,570 834,846 625,570 834,846
42,822,741 39,256,318 625,570 834,846 43,448.311 40,091,164
3,933,513 3,430,227 (62,782)  (243,105) 3,870,731 3,187,122
(54,000) (225,000) 54,000 225,000
3,879,513 3,205,227 (8,782) (18,105) 3,870,731 3,187,122
11,832,421 8,627,194 103,610 121,715 11,936,031 8,748,909
418,069 418,069
12,250,490 103,610 12,354,100
$ 16,130,003  $ 11,832,421 § 94,828  $ 103,610  $ 16224831  § 11,936,031




Governmental Activities

Governmental activities increased the net position of the School District by $3,879,513 during the current
fiscal year. Key elements of the increase in net position for governmental activities are as follows:

=  Total Governmental Funds results of operation increased $2,331,302.

e Net investment in Capital Assets increased by $905,227.

e Compensated Absence Liability decreased by $124,754.
Business-type Activities

Business-type activities decreased the School District’s net position by $8,782. Key elements of the decrease
in net position for business-type activities are as follows:

=  Total Business-type Activities results of operations decreased by $8,782.

Financial Analysis of the Governmental Funds

As noted earlier, the School District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds - The focus of the School District’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the School District’s financing requirements. In particular, unreserved fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the School District’s governmental funds reported a combined ending
fund balance of $15,672,015, an increase of $2,331,302 in comparison with the prior year. Most of this
increase is the results of operations in the General Fund.

The unreserved fund balance for the School District at the end of the fiscal year includes an unreserved fund
balance for the General Fund of $732,893. The remainder of the fund balance is reserved to indicate that it
is not available for new spending because it has already been committed 1) as restricted cash reserved for
future capital outlay expenditures of $8,078,859, 2) $4,186,783 reserved as excess surplus, 3) $1,894,946
reserved for maintenance, 4) $278,022 reserved for encumbrances, 5) $63,170 assigned for subsequent years
expenditures, and 6) $3,112 reserved for the repayment of debt, 7) $26,186 reserved for the scholarship fund,
8) $151,465 reserved for unemployment compensation, 9) $256,579 reserved for student activities.

The general fund is the chief operating fund of the School District. As discussed earlier, the balance in the
unreserved fund balance is due, primarily, to the accounting treatment of the June state aid payments as
discussed in Note 18 of the notes to the basic financial statements, and state statutes that prohibit New Jersey
school districts from maintaining more than 4% of its adopted budget as unrestricted fund balance.



General Fund Budgetary Highlights
There was no difference between the original budget and the final amended budget.

At the end of the current fiscal year, unreserved fund balance (budgetary basis) of the general fund was
$1,314,420 while total fund balance (budgetary basis) was $15,739,851. As a measure of the general fund’s
liquidity, it may be useful to compare both unreserved fund balance (budgetary basis) and total fund balance
(budgetary basis) to total general fund expenditures. Actual (budgetary basis) expenditures of the General
Fund including other financing uses amounted to $33,682,503. Unreserved fund balance (budgetary basis)
represents 3.90% of expenditures while total fund balance (budgetary basis) represents 46.73% of that same
amount.

Capital Asset and Debt Administration

The School District’s investment in capital assets for its governmental and business-type activities as of June
30, 2021, totaled $21,251,269 (net of accumulated depreciation). This investment in capital assets includes
land, improvements, buildings, equipment and vehicles. The total decrease in the District’s investment in
capital assets for the current fiscal year was $234,687, or a 1.09% decrease. The decrease is primarily due
to depreciation expense during the year.

Capital Asset (net of accumulated depreciation)
June 30, 2021 and 2020

Governmental Activities Business-Type Activities District-Wide
2021 2020 2021 2020 2020 2019

Land 100 $ 100 - $ $ 100 $ 100
Site Improvements 150,000 180,000 150,000 180,000
Buildings and Building

Improvements 18,782,584 19,430,347 18,782,584 19,430,347
Equipment 2,282,853 1,845,765 35,732 29,744 2,318,585 1,875,509
Total 21,215,537 $ 21,456,212 35,732 $ 29,744 $ 21,251,269 $ 21,485,956

Additional information on the School District’s capital assets can be found in the notes to the basic financial
statements (Note 5) of this report.

Long-term debt — During the fiscal year ended June 30, 2021, the School District had $6,287,000 in serial
bonds payable, $1,796,619 in capital leases payable, $1,581,164 in compensated absences, and $7,821,108
in net pension liability.

State statutes limit the amount of general obligation debt that the District may issue. At the end of the current
fiscal year, the legal debt limit was $274,179,775. The available amount as of June 30, 2021 is $266,962,775.

Additional information on the School District’s long-term obligations can be found in the notes to the basic
financial statements (Note 7) of this report.



Economic Factors and Next Year’s Budgets and Rates

The following factors were considered and incorporated into the preparation of the School District’s budget
for the 2021-22 fiscal year.

=  For 2021-22 fiscal year the School District will be receiving a decrease in state aid. The local tax
levy in the General Fund increased by $444,575 or 2.00%. Salaries continue to increase
contractually; however, the District has managed to control costs. The 2021-22 General Fund
Budget is $88,176 less than the previous year or a 0.25% decrease.

For the Future

The Lower Cape May Regional School District is in very good financial condition presently. However, a
major concern is maintaining aging buildings of the district with an increased reliance on local property taxes
as state aid has remained stagnant. Cape May City, Lower Township and West Cape May are primarily
residential communities, with few large ratables; thus the burden is focused on homeowners to share the tax
burden.

In conclusion, the Lower Cape May Regional School District has committed itself to financial excellence for
many years. In addition, the School District’s system for financial planning, budgeting and internal financial
controls are well regarded. The School District plans to continue its sound fiscal management to meet the
challenge of the future.

Requests for Information

This financial report is designed to provide a general overview of the School District’s finances for all those
with an interest in the School District. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to the Lower Cape May Regional School
District Business Administrator, 687 Route 9, Cape May, New Jersey, 08204.
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LOWER CAPE MAY REGIONAL SCHOOL DISTRICT

Statement of Net Position

ASSETS:
Cash and cash equivalents
Accounts Receivables, net
Inventory
Restricted assets:
Cash and cash equivalents
Capital assets, net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES:
Deferred outflows of resources from pensions

TOTAL ASSETS AND DEFERRED OUTFLOWS
OF RESOURCES

LIABILITIES:
Accounts payable:
Other
Related to pensions
Internal Balances
Accrued Liabilities:
Interest payable
Unearned revenue
Noncurrent liabilities:
Due within one year
Due beyond one year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES:
Deferred inflows of resources from pensions

TOTAL LIABILITIES AND DEFERRED INFLOWS
OF RESOURCES

NET POSITION:
Net investment in capital assets
Restricted for:
Capital projects
Maintenance
Excess Surplus
Unemployment Compensation
Debt Service
Student Activities
Scholarships
Unrestricted (Deficit)

Total Net Position

June 30, 2021

A-1

Governmental Business-Type
Activities Activities Total

$ 5,597,909 $ 27,491 $ 5,625,400
314,539 24,035 338,574
16,407 16,407

9,809,161 9,809,161
21,215,537 35,732 21,251,269
36,937,146 103,665 37,040,811
1,223,708 - 1,223,708
38,160,854 103,665 38,264,519
46,663 46,663
545,108 545,108

(5,000) 5,000

52,737 52,737

7,931 3,837 11,768
1,271,518 1,271,518
16,214,373 16,214,373
18,133,330 8,837 18,142,167
3,897,521 - 3,897,521
22,030,851 8,837 22,039,688
13,131,918 35,732 13,167,650
8,078,859 8,078,859
1,894,946 1,894,946
4,186,783 4,186,783
151,465 151,465
66,282 66,282
256,579 256,579
26,186 26,186
(11,663,015) 59,096 (11,603,919)

$ 16,130,003 $ 94,828 $ 16,224,831

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.



LOWER CAPE MAY REGIONAL SCHOOL DISTRICT
Statement of Activities
For the Fiscal Year Ended June 30, 2021

Program Revenues

A-2

Net (Expense) Revenue and
Changes in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental Activities:
Instruction:
Regular $ 9,720,465 $ 129,215 $ 594,723 $ - $ (8,996,527) $ - $ (8,996,527)
Special Education 2,412,594 407,203 (2,005,391) (2,005,391)
Other instruction 778,312 (778,312) (778,312)
Support Services:
Tuition 2,289,989 (2,289,989) (2,289,989)
Student & instruction related services 2,545,118 464,178 (2,080,940) (2,080,940)
General administrative services 768,520 (768,520) (768,520)
School administrative services 996,546 (996,546) (996,546)
Central administrative services 396,675 (396,675) (396,675)
Plant operations and maintenance 4,390,663 (4,390,663) (4,390,663)
Pupil transportation 1,247,593 79,297 (1,168,296) (1,168,296)
Unallocated employee benefits 16,996,561 13,251,513 (3,745,048) (3,745,048)
Transfer of funds to Charter Schools 27,497 (27,497) (27,497)
Interest on long-term debt 209,244 (209,244) (209,244)
Unallocated depreciation and amortization 42,964 (42,964) (42,964)
Total Governmental Activities 42,822,741 208,512 14,717,617 - (27,896,612) - (27,896,612)
Business-Type Activities:
Food service 625,570 33,727 514,800 - - (77,043) (77,043)
Total Business-Type Activities 625,570 33,727 514,800 - - (77,043) (77,043)
Total Primary Government $ 43,448,311 $ 242,239 $ 15,232,417 $ - (27,896,612) (77,043) (27,973,655)
General Revenues:
Taxes:
Property taxes, levied for general purposes 22,228,740 22,228,740
Taxes levied for debt service 1,073,500 1,073,500
Federal and State aid unrestricted 8,114,479 8,114,479
Investment and Interest earnings - restricted 3,125 3,125
Miscellaneous 410,281 1,605 411,886
Special Items:
Contributed Capital 12,656 12,656
Transfer (54,000) 54,000 -
Total general revenues, special items, extraordinary items and transfers 31,776,125 68,261 31,844,386
Change in Net Position 3,879,513 (8,782) 3,870,731
Net Position - July 1, 11,832,421 103,610 11,936,031
Prior Period Adjustments 418,069 418,069
Net Position - July 1, Restated 12,250,490 103,610 12,354,100
Net Position - June 30 $ 16,130,003 $ 94,828 $ 16,224,831

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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LOWER CAPE MAY REGIONAL SCHOOL DISTRICT
Balance Sheet
Governmental Funds
June 30, 2021

B-1

Special Capital Debt Total
General Revenue Projects Service Permanent Governmental
ASSETS Fund Fund Fund Fund Fund Funds
Assets:
Cash and Cash Equivalents $ 14,903,174 $ 257,765 $ 164,644 $ 60,001 $ 21,486 $ 15,407,070
Interfund Accounts Receivable
General Fund
Special Revenue Fund 28,075 6,281 34,356
Capital Projects Fund 6,281 6,281
Enterprise Fund 5,000 5,000
Intergovernmental Accounts Receivables:
State 223,508 223,508
Federal 45,218 45,218
Other 45,813 45,813
Other Accounts Receivable
Total Assets 15,200,570 307,983 170,925 66,282 21,486 15,767,246
LIABILITIES AND FUND BALANCES
Liabilities:
Interfund Accounts Payable
General Fund 28,075 28,075
Special Revenue Fund
Capital Projects Fund 6,281 6,281
Debt Service Fund 6,281 6,281
Accounts Payable:
Payroll Deductions and Witholdings Payable 18,011 18,011
Unemployment Claims Payable 17,954 17,954
Scholarships Payable 1,486 1,486
Other 9,212 9,212
Unearned Revenue 7,931 7,931
Total Liabilities 42,246 45,218 6,281 - 1,486 95,231
Fund Balances:
Restricted:
Capital Reserve 7,914,215 7,914,215
Maintenance Reserve 1,894,946 1,894,946
Emergency Reserve
Excess Surplus 4,186,783 4,186,783
Unemployment Compensation 151,465 151,465
Debt Service 3,112 3,112
Student Activities 256,579 256,579
Scholarships 6,186 20,000 26,186
Assigned to:
Other Purposes 278,022 278,022
Designated for Subsequent Year's Expenditures 63,170 63,170
Unassigned 732,893 164,644 897,537
Total Fund Balances 15,158,324 262,765 164,644 66,282 20,000 15,672,015
Total Liabilities and Fund Balances $ 15,200,570 $ 307,983 $ 170,925 3 66,282 3 21,486
Amounts reported for governmental activities in the statement of net position
(A-1) are different because:
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. The cost of the assets is
$39,944,948 and the accumulated depreciation is $18,729,411. 21,215,537
Accrued interest is not due and payable in the current period and therefore,
is not reported as a liability in the funds. (52,737)
Accounts payable related to the April 1, 2022 required PERS contribution
that is not to be liquidated with current financial resources. (545,108)

The District's proportionate share of net pension assets and liabilities
as well as pension-related deferred outflows and deferred inflows of
resources are recognized in the government-wide statements and include:
Deferred Outflows of resources from Pensions $ 1,223,708

Net Pension Liability (7,821,108)

Deferred Inflows of resources from Pensions (3,897,521) (10,494,921)
Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported as liabilities in the funds.

Serial bonds payable (6,287,000)

Capital leases payable (1,796,619)

Compensated absences (1,581,164) (9,664,783)
Net position of governmental activities $ 16,130,003

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.



REVENUES:

Local property tax levy

Tuition charges

Transportation fees

Interest Earned on capital reserve funds
Other restricted miscellaneous revenue
Miscellaneous

Federal sources

State sources

Local sources

Total revenues

EXPENDITURES:

Current expense:
Regular instruction
Special education instruction
Other instruction

Support services and undistributed costs:

Tuition
Student & instruction related services
General administrative services
School administrative services
Central services
Plant operations and maintenance
Pupil transportation
Unallocated employee benefits
Transfer to charter schools
Capital outlay
Debt service:
Principal
Interest and other charges

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other Financing Sources (Uses):
Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balance

Fund balances, July 1
Prior Period Adjustments

Fund balances, July 1, Restated

Fund balances, June 30

LOWER CAPE MAY REGIONAL SCHOOL DISTRICT
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
for the Fiscal Year Ended June 30, 2021

Special Capital Debt Total
General Revenue Projects Service Permanent Governmental

Fund Fund Fund Fund Fund Funds
$ 22,228,740 $ - $ - $ 1,073,500 $ - $ 23,302,240
129,215 129,215
79,297 79,297
80,086 80,086
3,125 3,125
327,083 - 3,112 330,195
35,381 1,272,056 1,307,437
13,136,837 67,403 13,204,240
198,416 198,416
36,019,764 1,470,472 3,112 1,140,903 - 38,634,251
8,649,013 594,723 9,243,736
2,005,391 407,203 2,412,594
778,312 778,312
2,289,989 2,289,989
2,073,976 471,142 2,545,118
639,631 639,631
996,546 996,546
396,675 396,675
2,927,510 2,927,510
1,247,593 1,247,593
9,390,642 4,368 9,395,010
27,497 27,497
2,205,728 2,205,728
930,000 930,000
213,010 213,010
33,628,503 1,477,436 - 1,143,010 - 36,248,949
2,391,261 (6,964) 3,112 (2,107) - 2,385,302
3,112 3,112
(54,000) (3,112) (57,112)
(54,000) - (3,112) 3,112 - (54,000)
2,337,261 (6,964) - 1,005 - 2,331,302
12,672,723 164,644 65,277 20,000 12,922,644
148,340 269,729 418,069
12,821,063 269,729 164,644 65,277 20,000 13,340,713
$ 15,158,324 $ 262,765 $ 164,644 $ 66,282 $ 20,000 $ 15,672,015

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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Reconciliation of the Statem
and Changes in Fund Bal ance
to the Stateme
for the Fiscal Year

7RWDO QHW FKDQJH LQ IXQG EDODQFHV JRYHUQPHQWDO IXQGV IURP %

$PRXQWYV UHSRUWHG IRU JRYHUQPHQWDO DFWL
DUH GLIITHUHQW EHFDXVH

&DSLWDO RXWOD\V DUH UHSRUWHG LQ WKH JRYHUQPHQWDO IXQGV DV H[SHQGL
+RZHYHU RQ WKH VWDWHPHQW RI DFWLYLWLHVY WKH FRVW RI WKRVH DVVHWYV
RYHU WKHLU HVYWLPDWHG XVHIXO OLYHVY DV GHSUHFLDWLRQ H[SHQVH 7KLV LV
E\ ZKLFK FDSLWDO RXWOD\ HIFHHGHG GHSUHFLDWLRQ LQ WKH FXUUHQW ILVFDC
'"HSUHFLDWLRQ H[SHQVH
&DSLWDO RXWOD\

5HSD\PHQW RI ERQG SULQFLSDO LV DQ H[SHQGLWXUH LQ WKH JRYHUQPHQWDO IXQG
WKH UHSD\PHQW UHGXFHVY ORQJ WHUP OLDELOLWLHYV LQ WKH VWDWHPHQW RI QHW ¢
LV UHSRUWHG LQ WKH VWDWHPHQW RI DFWLYLWLHV

5HSD\PHQW RI FDSLWDO OHDVH SULQFLSDO LV DQ H[SHQGLWXUH LQ WKH JRYHUQPH
WKH UHSD\PHQW UHGXFHVY ORQJ WHUP OLDELOLWLHYV LQ WKH VWDWHPHQW RI QHW ¢
LV UHSRUWHG LQ WKH VWDWHPHQW RI DFWLYLWLHV

1HW GLIIHUHQFHY EHWZHHQ SHQVLRQ V\VWHP FRQWULEXWLRQV UHFRJQL]JHG LQ WK
RI UHYHQXHV H[SHQGLWXUHV DQG FKDQJHV LQ IXQG EDODQFHY DQG WKH VWDWHPF

,Q WKH VWDWHPHQW RI DFWLYLWLHYVY LQWHUHVW RQ ORQJ WHUP GHEW LV DFFUXHG
ZKHQ GXH ,Q WKH JRYHUQPHQWDO IXQGYV LOQWHUHVW LV UHSRUWHG ZKHQ GXH 7k
LQWHUHVW LV D UHGXFWLRQ LQ WKH UHFRQFLODWLRQ

,Q WKH VWDWHPHQW RI DFWLYLWLHY FHUWDLQ RSHUDWLQJ H[SHQVHV H J FRPSH(
DEVHQFHVY YDFDWLRQV DUH PHDVXUHG E\ WKH DPRXQWYVY HDUQHG GXULQJ WKH
\HDU ,Q WKH JRYHUQPHQWDO IXQGVY KRZHYHU H[SHQGLWXUHV IRU WKHVH LWHP
DUH UHSRUWHG LQ WKH DPRXQW RI ILQDQFLDO UHVRXUFHV XVHG SDLG KHQ W
HDUQHG DPRXQW H[FHHGV WKH SDLG DPRXQW WKH GLIITHUHQFH LV D UHGXFWLRQ
WKH UHFRQFLOLDWLRQ ZKHQ WKH SDLG DPRXQW H[FHHGY WKH HDUQHG DPRXC
WKH GLIITHUHQFH LV DQ DGGLWLRQ WR WKH UHFRQFLOLDWLRQ

&KDQJH LQ QHW SRVLWLRQ RI

7KH DFFRPSDQ\LQJ 1RWHV WR WKH %DVLF )LQDQFLDO 6WDWHPHQWYV DUH D



