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INTRODUCTORY SECTION







1) REPORTING ENTITY AND ITS SERVICES: The Township of Springfield School
District is an independent reporting entity within the criteria adopted by the GASB as
established by GASB Statement No. 14. All funds and account groups of the District
are included in this report. The Township of Springfield 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
Pre-K through 12. These include regular, as well as, special education for handicapped
youngsters. The District completed the 2011-2012 fiscal year with an enrollment of
2,172 students, which is 13 students less then the previous year's enroliment. The
following details the changes in the student enrollment of the District over the last
sixteen years.

Average Daily Enroliment

Fiscal Student Percent

Year Enroliment Change
2011-12 2,172 (0.006)%
2010-11 2,185 (0.003)%
2009-10 2,192 6.10%
2008-09 2,066 0.54%
2007-08 2,055 (0.58)%
2006-07 2,067 (0.19)%
2005-06 2,071 - (0.96)%
2004-05 2,091 2.55%
2003-04 2,039 1.69%
2002-03 ~ 2,005 4.26%
2001-02 1,923 3.67%
2000-01 1,855 . 2 .49%
1999-00 1,810 1.51%
1998-99 1,783 241%

1997-98 * 1,741 37.63%
1996-97 1,265 3.27%

* As of July 1, 1997, the District went from PK through 8 to PK through 12 due to the
dissolution of the Union County Regional School District #1.

2) ECONOMIC CONDITION AND OUTLOOK: Springfield Township School District
and the community have enjoyed a relatively stable economic condition and financial
outlook over the past decade, however with the two variables of state aid and revenue
generation declining, and enroliment increasing, the financial impact has begun to
negatively impact the school tax levy pushing it to a higher progortion of the total tax
levy. This fiscal year saw an increase of state formula aid, 1/5" of the amount provided
during the 2009-10 school year. These factors have created a heavy dependence on
local tax revenue to support the schools.




3) MAJOR INITIATIVES: The district continues to work on improving its curriculum.
Major efforts were made to ensure that it is aligned with the New Jersey Core
Curriculum Content Standards. We have also provided extensive staff development to
improve the teaching-learning process. The district reviewed its teacher evaluation
process and offers a system that will help staff to reflect upon their practice and develop
their skills. The district is committed to a differentiated instruction philosophy to
promote the academic achievement of all students.

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 a recipient of federal and state financial assistance, the District also is responsible
for ensuring that an adequate internal control structure is in place to ensure compliance
with applicable laws and regulations related to those programs. This internal control
structure is also subject to periodic evaluation by the District 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, 2012.

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. These funds 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
requires 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 carries various forms of insurance, including but
not limited to, general liability, automobile liability and comprehensive/collision, hazard
and theft insurance in property and contents, and fidelity bonds.

9) OTHER INFORMATION:

A) INDEPENDENT AUDIT - State statutes require an annual audit by independent
certified public accountants or registered municipal accountants. The accounting firm of
Cannone & Company, CPAs, was selected by the Board's finance committee. In
addition to meeting the requirements set forth in state statutes, the audit also was
designed to meet the requirements of the Single Audit Act of 1984 as amended by the
Single Audit Act Amendments of 1996 and State Treasury Circular Letter 04-04 OMB.
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) ACKNOWLEDGMENTS:

We would like to express our appreciation to the members of the Township of
Springfield School Board 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.

Respecglly submitted, ,

Michael Davino Matthew A. Clarke
Superintendent hool Business Administrator/
Board Secretary
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Independent Auditor's Report

The Honorable President and

Members of the Board of Education

The Township of Springfield School District
County of Union

Springfield, New Jersey

We have audited the accompanying general-purpose financial statements of the Board
of Education of the Township of Springfield School District, in the County of Union,
State of New Jersey, as of and for the fiscal year ended June 30, 2012 as listed in the
table of contents. These general-purpose financial statements are the responsibility of
the Township of Springfield Board of Education management. Our responsibility is to
express an opinion on these general-purpose financial statements based on our audit.

We conducted our 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 audit requirements as prescribed by the Division of Finance, Department of
Education, State of New Jersey. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the general-purpose financial
statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the general-purpose
financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the general-purpose financial statements referred to above present
fairly, in all material respects, the financial position of the Township of Springfield Board
of Education in the County of Union, State of New Jersey, as of June 30, 2012, and the
results of its operations and the cash flows of its proprietary fund types (and similar
trust fund types) for the fiscal year then ended in conformity with accounting principles
generally accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report
dated November 30, 2012 on our consideration of the Township of Springfield Board of
Education's internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our 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 Governmental
Auditing Standards and should be considered in assessing the results of our audit.

The Management Discussion and Analysis and Budgetary Comparison Information on
pages 10 through 18 and 58 through 70 are not a required part of the basic financial
statements but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming opinions on the financial
statements that collectively comprise the Township of Springfield Board of Education’s
basic financial statements. The accompanying introductory section, combining fund
financial statements, financial schedules and statistical information are presented for
purposes of additional analysis and are not a required part of the basic financial
statements.

The combining fund financial statements and schedules listed in the table of contents
have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole. The introductory section,
financial schedules and statistical section have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

Additionally, the schedules of federal awards and state financial assistance are
presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations; and New Jersey OMB'’s Circular 04-04, Single Audit Policy for

Recipients of Federal Grants and State Aid, and are not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the%ic financial statepgents taken as a whole.

Nicholas A. Cannone

Licensed Public School Accountant

No. CS-02103

Cannone & Company, PA

Certified Public Accountants
November 30, 2012
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SPRINGFIELD SCHOOL DISTRICT, SPRINGFIELD, NJ
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012 UNAUDITED

The discussion and analysis of Springfield School District's financial performance provides an
overall review of the School District's financial activities for the fiscal year ended June 30, 2012.
The intent of this discussion and analysis is to look at the School District's financial performance
as a whole; readers should also review the basic financial statements and notes to enhance their
understanding of the School District's financial performance.

The Management's Discussion and Analysis (MD&A) is an element of Required Supplementary
Information specified in the Governmental Accounting Standards Board's (GAS B) Statement
No. 34 - Basic Financial Statements and Management's Discussion and Analysis for State and
Local Governments issued in June 1999. Certain comparative information between the current
year (2011-2012) and the prior year (2010-2011) is required to be presented in the MD&A.

Financial Highlights
Key financial highlights for 2012 are as follows:

* In total, net assets increased $2,684,167, which represents a 14.8 percent increase from
2011.

* General revenues accounted for $32,392,793 in revenue or 87.6 percent of all revenues.
Program specific revenues in the form of charges for services and operating grants and
contributions accounted for $4,586,616 or 12.4 percent or total revenues of $36,979,409.

* Total assets of governmental activities totaled $32,784,002 as unrestricted cash and cash
equivalents totaled $2,696,569, receivables totaled $986,343, restricted assets totaled
$1,1080,807 and capital assets totaled $28,020,283.

* The School District had $37,484,675 in expenses; only $4,586,616 of these expenses was
offset by program specific charges for services, grants or contributions. General revenues
(primarily taxes) of $33,518,520 were adequate to provide for these programs.

* Among governmental funds, the General Fund had $36,513,292 in revenues and
$35,411,259 in expenditures. The General Fund's fund balance increased $1,102,033 over
2011. This increase was anticipated by the Board of Education.

10



SPRINGFIELD SCHOOL DISTRICT, SPRINGFIELD, NJ
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012 UNAUDITED

Using this Comprehensive Annual Financial Report (CAFR)

This annual report consists of a series of financial statements and notes to those statements.
These statements are organized so the reader can understand Springfield School District as a
financial whole, an entire operating entity. The statements then proceed to provide an
increasingly detailed look at specific financial activities.

The Statement of Net Assets and Statement of Activities provide information about the activities
of the whole School district, presenting both an aggregate view of the School district's finances
and a longer-term view of those finances. Fund financial statements provide the next level of
detail. For governmental funds, these statements tell how services were financed in the short-
term as well as what remains for future spending. The fund financial statements also look at the
School district's most significant funds with all other non-major funds presented in total in one
column. In the case of Springfield School District, the General Fund is by far the most significant
fund.

Reporting the School District as a Whole

Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the School District to provide
programs and activities, the view of the School district as a whole looks at all financial
transactions and ask the question, "How did we do financially during 2012?" The Statement of
Net Assets and the Statement of Activities answer this question. These statements include all
assets and liabilities using the accrual basis of accounting similar to the accounting used by most
private-sector businesses. This basis of accounting takes into account all of the current year's
revenues and expenses regardless of when cash is received or paid.

These two statements report the School District's net assets and changes in those assets. This
change in net assets is important because it tells the reader that, for the school district as a whole,
the financial position of the School district have improved or diminished. The causes of this
change may be the result of many factors, some financial and some not. Non-financial factors
include the School District's property tax base, current laws in New Jersey restricting revenue
growth, facility condition, required educational programs and other factors.

11






SPRINGFIELD SCHOOL DISTRICT, SPRINGFIELD, NJ
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012 UNAUDITED

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the District-wide and fund financial statements. The notes to the financial statements
are part of this report.

The School District as a Whole

Recall that the Statement of Net Assets provides the perspective of the School District as a
whole. Net assets may serve over time as a useful indicator of 2 government's financial position.

The District's financial position is the product of several financial transactions including the net
results of activities, the acquisition and payment of debt, the acquisition and disposal of capital
assets, and the depreciation of capital assets.

Table 1 provides a summary of the School District's net assets for 2012 and comparison data for
2011

2012 2011

Assets

Current and Other Assets $ 5294592 $ 4,956,323
Capital Assets 28,020,283 26,766,334
Total Assets $ 33,314,875 $ 31,722,657
Liabilities

Long-term Liabilities $ 10,913,546 $ 11,948,034
Other Liabilities 1,535,309 1,592,770
Total Liabilities $ 12,448,855 $ 13,540,804
Net Assets

Invested in Capital Assets, Net of Debt $ 17,610,553 $ 15,287,869
Restricted 2,497,806 2,280,200
Unrestricted 757,661 613,784
Total Net Assets $ 20,866,020 $ 18,181,853

Table 1 Net Assets

The District's combined net assets were $20,866,020 on June 30, 2012. Total assets increased by
$1,592,218 from the previous year, 2011. Total liabilities decreased by $1,091,949 from the
previous year, 2011. In total, the net assets increased by $2,684,167 from the 2011 year.

13
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SPRINGFIELD SCHOOL DISTRICT, SPRINGFIELD, NJ
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012 UNAUDITED

Table 2 shows changes in net assets for fiscal year 2012 and revenue and expense comparisons to

fiscal year 2011.

Table 2

2012 2011
Revenues
Program Revenues:
Charges for Services 1,179,497 § 1,011,716}
Operating Grants and Contributions 3,407,119 3,080,928
General Revenues:
Property Taxes 33,518,520 32,868,559
Grants and Entitlements 1,057,515 426,267
Other ' 501,038 622,602
Total Revenues 35,077,073 $§ 33,917,428
Program Expenses
Instruction 20,791,112 '$ 20,022,349
Support Services:
Pupils and Instructional Staff 6,719,620 § 6,159,422
General Administration, School
Administration, Business
Ope_r?.t.xons and Maintenance of 6,789,683 6,771,742
Facilities
Pupil Transportation 1,498,751 1,393,058
Special Schools 62,300 59,203
Interest on Debt 386,825 407,750
Food Service & Before/Aftercare 1,179,114 982,236
Total Expenses 37,427,405, § 35,795,760
Increase (Decrease) in Net Assets 1,631,645 $ (659,970),

Instruction expenses include activities directly dealing with the teaching of pupils and the
interaction between teacher and student, including extracurricular activities.

Pupils and instructional staff include the activities involved with assisting staff with the content
and process of teaching to students, including curriculum and staff development.

General administration, school administration, and business include expenses associated with
administrative and financial supervision of the District.



SPRINGFIELD SCHOOL DISTRICT, SPRINGFIELD, NJ
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012 UNAUDITED

Operation and maintenance of facilities involve keeping the school grounds, buildings, and
equipment in an effective working condition.

Pupil transportation includes activities involved with the conveyance of students to and from
school, as well as to and from school activities, as provided by State law.

Interest on debt involves the transactions associated with the payment of interest and other
related charges to debt of the School District.

On the revenue side, property taxes increased by $649,961 (which included voter approved
construction for debt of $1,107,475) from the previous year 2011.

On the expense side, interest on debt decreased by $20,925.

Overall, net assets increased by $9,789 from the previous year 2011.

Governmental Activities

The unique nature of property taxes in New Jersey creates the legal requirements to annually
seek voter approval for the School District operations. Property taxes made up 86.1 percent of
revenues for governmental activities for the Springfield School District for fiscal year 2012. The
District's total revenues were $38,935,747 for the year ended June 30, 2012. Federal, state, and
local grants accounted for another 13.9 percent of revenue.

Business-Type Activities

Revenues for the District's business-type activities (food service program) were comprised of
charges for services and federal and state reimbursements.

* Food service revenues received were $586,232. An increase of $76,454 from the
previous year 2011.

* Federal and state reimbursement for meals, including payments for free and reduced
lunches, and donated commodities was $110,036.
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