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CENTRAL REGIONAL SCHOOL DISTRICT

Financial Impact of the Withdrawal of
the Borough of Seaside Park from the Regional District
or the Dissolution
of the
Regional School District

The analysis of the financial impact of the withdrawal of the Borough of Seaside Park, a constituent member of the 7-
12 regional high school district and the dissolution of the regional school district is based upon a hypothetical “snapshot” of such
impact in the 2005-2006 school year. No attempt was made to forecast subsequent school years. This is consistent with the approach
used in the preliminary study prepared on the behalf of Seaside Park that also assumed full implementation at the beginning of the

2005-2006 school year. I agree that this approach which does not consider a phase-out offers the best information reflecting the full
impact of a withdrawal or dissolution.

The major reason I did not attempt to forecast subsequent school years is the current lack of any stable state school aid
formula. Currently, school districts are experiencing the fourth consecutive school year where state school aid was essentially frozen.
In light of the State’s acknowledged continuing budget concerns regarding the State budget, I feel it is unlikely that the current or next

outcome of this analysis.

This analysis is focused primarily on the financial impact relating to state school aid and the tax levy requirements for
the taxpayers of Berkeley Township, Island Heights, Ocean Gate, Seaside Heights, and Seaside Park in the event the Borough of

Seaside Park was no longer a constituent member of the 7-12 regional high school district or the regional school district was dissolved
beginning in the 2005-2006 school year.

In preparing this analysis I also reviewed the report, “A Preliminary Study To Determine The Feasibility Of Seaside
Park’s Withdrawal From, Or Dissolution Of, The Central Regional School District,” (Preliminary Study) prepared by Dr. Donald E.
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Beineman and James L. Kirtland as a result of the Borough of Seaside Park’s continuing concern about paying a disproportionate
share of the regional school district’s costs. My analysis includes comments concerning their findings.

In order for a withdrawal to occur the municipal governing body of the Borough of Seaside Park or the Seaside Park
Board of Education would have to petition the Commissioner within 30 days after the filing of a study report by the county
superintendent for permission to submit the question of a withdrawal to the voters. In order for the regional school district to be

The Commissioner would present the matter to a board of review for a determination as to whether or not the petition
should be granted and an election conducted, and if so, for a determination of the amount of indebtedness, if any, to be assumed by the
new Seaside Park K-12 school district and the remaining new Central Regional School District (in the event of a withdrawal) or in the

1. An excessive debt burden will be imposed upon the remaining new Central Regional School District, or Seaside Park or any of the
other constituent districts in the event of a dissolution,

2. An efficient school system cannot be maintained in the new Central Regional School District or the new Seaside Park K-12 district
or any of the other constituent districts in the event of a dissolution without excessive costs.

3. Insufficient pupils would be left in the new Central Regional School District or in any of the other constituent districts in the event
of a dissolution, to maintain a properly graded school system.

4. Any other reason which it may deem to be sufficient.

The board of review could also approve such a petition and request that the amount of debt that any of the parties
would be required to assume be reduced for the reason that:



1. Such amount of indebtedness, together with all other indebtedness of the municipalities or school districts would be
excessive.

2. The amount of expenditure for debt service which would be required would be so great that sufficient funds would not
be available for the general fund expenses without excessive taxation.

3. Such amount of indebtedness is inequitable in relation to the value of the property to be acquired by the remaining
district (Central Regional School District) and would materially impair the credit of the municipalities or such districts and the ability

to pay punctually the principal and interest of their debt and to supply such essential educational facilities and public improvements
and services as might reasonably be anticipated would be required of them.

The board of review would have to approve any such petition by a recorded vote of at least three of its four members
before the matter could be presented to the voters.

Seaside Park’s withdrawal from the Central Regional School District would have to be approved by an affirmative vote
of a majority of the votes cast within Seaside Park and by an affirmative vote of a majority of the overall votes cast in the entire
regional district. For a dissolution to be deemed approved the question of the dissolution would have to receive an affirmative vote in

district. If the question was deemed adopted at an election, the withdrawal of Seaside Park or the dissolution of the regional school
district would become effective upon a date to be determined by the Commissioner of Education.

The amount of indebtedness to be assumed by the withdrawing district and the effect of such indebtedness upon the
borrowing margin of the withdrawing municipality, the withdrawing district, the remaining district (the new Central Regional High
School District), and the remaining municipalities (all four remaining) within the regional district must be stated in the notices and
advertisements of the required special school election.

The county superintendent would be required to calculate the amount of indebtedness relating to buildings, grounds,
furnishings, equipment and additions to be assumed on the basis of the proportion which the replacement cost of the buildings,
grounds, furnishings, equipment, and additions that are located in the withdrawing district bears to the replacement cost of the
buildings, grounds, furnishings, equipment and additions located in the entire Central Regional School District. Replacement cost is
determined according to rules prescribed by the commissioner. In the event of Seaside Park’s withdrawal I would expect that 100% of
the replacement cost would be allocated to the remaining new Central Regional School District since the buildings, etc. are located in
Berkeley Township, resulting in all of this indebtedness being allocated to the remaining new Central Regional School District. As of
July 1, 2005 the principal amount of the outstanding bonded indebtedness for the Series 2000 and 2001 school district bonds was
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$9,871,500 and the interest amount on such bonds was $2,760,722. Currently, there is no authorized but not issued debt. Currently,
Seaside Park is responsible for approximately 11.5% of both the principal amount or $1,135,222.50 and the interest amount or
$317,483.03 or a total of $1,452,705.50 of the bonded indebtedness. As of July 1, 2005, eleven years remained on the debt service
payment schedule for the debt on these two series. In the event of a withdrawal Seaside Park would have no buildings, etc. and this
debt would likely become the responsibility of the remaining other four constituent communities of the regional high school district.
In the event of a withdrawal, shifting responsibility for this additional debt service over the remaining eleven years would not have
created an excessive debt burden for the four remaining constituent communities. In the event of a dissolution responsibility for
approximately 26.2% or $2,586,333 of the principal amount and $723,309.16 of the interest amount of outstanding bonded
indebtedness or a total of $3,309,642.16 would likely be shifted to Berkeley Township where the buildings, etc. are located. Since this
would have been over the remaining eleven years remaining on the debt service payment schedule this also would not have created an

is unlikely to impact Berkeley Township in the event of a dissolution. Rotated furnishings and equipment would be allocated in “fair
proportion” to the withdrawing district or to each of the constituent districts in the event of a dissolution. Other assets (based upon
present value) and liabilities would be divided among the parties based upon “the amount of the ratables (equalized valuation) in the
respective districts.” The discussion in the Preliminary Study concerning other assets is accurate so I'will not repeat it here except to
say that Seaside Park’s most recent current share is approximately 11.5% of such items and that the distribution of the net liquid assets
to only those districts not receiving buildings would have a significant negative impact on Berkeley Township.

School Facilities and Budgets

Under the law, the buildings, grounds,. furnishings, equipment, and additions thereto of the regional district situated in
the withdrawing district become the property of the withdrawing district. In the event Seaside Park withdrew from the regional
school, Seaside Park would not gain any school facilities and would either have to construct a new high school facility or enter into a
sending and receiving relationship with another district (which might include the Central Regional School District at least
temporarily). In the event of a dissolution the two current school facilities would become the property of Berkeley Township. Since
the county superintendent is required to calculate the amount of bonded indebtedness to be assumed by each party in a withdrawal on
the basis of the proportion which the replacement cost of the buildings, grounds, furnishings, equipment, and additions that are located
in the withdrawing district bears to the replacement cost of the buildings, grounds, furnishings, equipment and additions located in the
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entire Central Regional School District, all of the bonded indebtedness for the two current school facilities would remain with the
regional school district and none of the bonded indebtedness would be allocated to Seaside Park in the event of withdrawal. In the
event of a dissolution the bonded indebtedness would be allocated to Berkeley Township. Since the county superintendent would also
be required to calculate the amount of all other indebtedness and unfunded liabilities to be assumed by each party on an equitable
basis, rotated furnishing and equipment in fair proportion and other assets and liabilities based upon equalized valuations, “at the end
of the school year preceding that in which the withdrawal or dissolution becomes effective” it is possible at this time to estimate the
impact of these requirements had the withdrawal or dissolution been effective at the beginning of the 2005-2006 school year by using
information in the district’s June 30, 2004 Comprehensive Annual Financial Report (the June 30, 2005 CAFR is not yet available).

have been reduced to $93,666,595 since this calculation would no longer reflect the equalized valuation for Seaside Park. As of June
30, 2004 Seaside Park’s available borrowing margin for the K-6 school district was $14,254,471 based upon 2.5 % of its average
equalized valuation over a three year period. As a K-12 school district the percentage would increase to 4% of the average equalized
valuation over a three year period or $22,807,153.

Under the dissolution scenarios each of the five K-12 districts would have their own borrowing margin based upon 4%
of the average equalized valuation over a three year period for each community. Seaside Park’s borrowing margin as of June 30, 2004
would have remained the same as in the preceding paragraph. The borrowing margins for the four other K-12 school districts as of
June 30, 2003 are listed in the Preliminary Study. Obviously, the borrowing margin changes each time the three year average
equalized valuation changes and each time a district’s net school debt changes. However, in all five communities the available
borrowing margin as a K-12 school district is a higher percentage and the dollar amount would be significantly above the existing
current net school debt amounts for each district which means that a dissolution would not hinder these districts’ ability to issue future
bonds.



Present Tax Levy Per Student

The impetus for the Preliminary Study is Seaside Park’s continuing concern about its share of the regional tax levy.
My analysis shows that Seaside Park’s share ($2,891,428.77 with 2.56% of the students) of the 2005-2006 regional tax levy of
11.5144541% calculates to a per student (based up 10/15/04 resident enrollment) amount of $50,727 per student. This compares with

Borough of North Haledon’s position as a constituent member of the Passaic County Manchester Regional High School District while
possibly causing a number of constituent districts throughout New Jersey to refocus on the possibility of withdrawal was obviously
based upon the specific facts in that case in which the racial impact of the proposed withdrawal by North Haledon was the determining
factor in the court’s decision. The racial impact of a withdrawal or the dissolution of the regional school district appears to be a non-
factor in this instance. |

Present Tax Burden

school tax rates are examined for each community one finds that Seaside Park taxpayers have a total school tax rate per $100 of
assessed valuation that is less than the total school tax rate per $100 of assessed valuation in each of the other four communities that
comprise the regional school district (See Table 12). Seaside Park’s total school tax rate per $100 of assessed valuation of $.614 is
only 81% of Island Heights’ total school tax rate per $100 of assessed valuation of $.757. Of the other four communities, Island
Heights is the community with the lowest total school tax rate per $100 of assessed valuation.

Experts agree that the best way to compare tax rates and to determine a community’s tax burden is to compare
“equalized” tax rates which are tax rates based upon a community’s equalized valuation rather than a community’s assessed valuation.
This methodology corrects for the different assessment practices across communities. Examination of the equalized regional school
tax rates shows that Seaside Park taxpayers have a lower equalized regional school tax rate per $100 of equalized valuation than the
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taxpayers in all of the other four communities. When the equalized total school tax rates are examined for each community one finds
that Seaside Park taxpayers have an equalized total school tax rate per $100 of equalized valuation that is also less than the tota]
school tax rate per $100 of equalized valuation in all of the other four communities that comprise the regional school district (See
Table 18). Seaside Park’s total school tax rate per $100 of equalized valuation of $.469 is only 53% of Berkeley Township’s

equalized total school tax rate per $100 of equalized valuation of $.861. Of the other four communities, Berkeley Township is the
community with the lowest equalized total school tax rate per $100 of equalized valuation




Impact on State School Aid

WITHDRAWAL

My analysis shows if Seaside Park was no longer a constituent member of a the 7-12 regional a negligible loss of state
school aid of approximately $25.418 for the regional school district and an increase of approximately $114,733 of school aid for

Aid is distributed to school districts based upon their relative wealth with less wealthy districts receiving more Core Curriculum
Standards Aid. Central Regional would be a lesser wealthy district if Seaside Park was not a constituent member of the district (See
Table 7). Although it is impossible to predict the future funding of state school aid jt appears that Central Regional would be in a

and special education students and costs and other costs, etc.) are available to a district regardless of its income and property wealth
based upon the number of students enrolled in particular enrollment categories some of the categorical aid that Central Regional is
currently receiving would be transferred to the Seaside Park K-12 district. However again the amount is small due to Seaside Park’s
small enrollment at Central Regional (2.56% of the district’s total enrollment).

Impact on State School Aid

DISSOLUTION

My analysis shows if the 7-12 regional was dissolved the five constituent communities would have an increase in state
school aid of approximately $4,797,359 (See Tables 2 through 6). This compares to the current aid for the Central Regional School
District of $3,555,573 (See Table 1). The difference of $1,241,786 is attributable to the fact that the two lower wealth communities
(See Table 7) qualifying for and receiving Core Curriculum Standards Aid and Debt Service Aid, Ocean Gate and Seaside Heights
would receive more of those same aid categories (I agree with the finding in the Preliminary Study regarding at least the addition of
$1,200,000 of Core Curriculum Standards Aid for Ocean Gate and Seaside Heights), with the current amount of categorical aid
received by the Central Regional School District essentially being distributed roughly proportionately (based upon enrollment) across
all of the five constituent communities. The increase in school aid would remain the same under both dissolution scenarios discussed
in the Preliminary Study. The increase in overall school aid is premised upon the Department of Education’s precedent for calculating

school aid in dissolution circumstances. In the event that the department were to do something else in the future, for example to
9



simply hold the five new districts harmless, the negative financial impact on Ocean Gate and Seaside Heights under the two
dissolution scenarios (See Tables 15 and 16) would be substantially greater than that shown herein.
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TABLE 1

2005-2006 State School Aid

Central Regional
~
Without Seaside
Category Current Park Increase/(Decrease)
Core Curriculum Standards Aid. $171,643 $260,958 $89,315
Categorical and Other $3,383,930 $3,269,197 ($114,733)
Debt Service Aid $-0- $-0- $-0-
Total $3,555,573 $3,530,155 amm,ﬁmt
TABLE 2
2005-2006 State School Aid
Seaside Park
AsaK-12
Category Current District Increase
Core Curriculum Standards Aid $-0- $-0- $-0-
Categorical and Other Aid $231,431 $346,164 $114,733
Debt Service Aid $-0- $-0- $-0-
Total $231,431 $346,164 $114,733
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2005-2006 State School Aid

TABLE 3

Berkeley Township
AsaK-12
Category Current District Increase
Core Curriculum Standards Aid $-0- $-0- $-0-
Categorical and Other Aid $2,777,698 $5,460,888 $2,683,190
Debt Service Aid $-0- $-0- $-0-
Total $2,777,698 $5,460,888 $2,683,190
TABLE 4
2005-2006 State School Aid
Island Heights
AsakK-12
Category Current District Increase
Core Curriculum Standards Aid $-0- $-0- $-0-
Categorical and Other Aid $177,866 $316,980 $139,114
Debt Service Aid $-0- $-0- $-0-
Total $177,866 $316,980 $139,114
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TABLE 5
2005-2006 State School Aid

Ocean Gate
AsaK-12
Category Current District Increase
Core Curriculum Standards Aid $546,906 $1,431,702 $884,796
Categorical and Other Aid $437,354 $654,250 $216,896
Debt Service Aid $55,360 $61,203 $5,843
Total $1,039,620 $2,147,155 $1,107,535
TABLE 6
2005-2006 State School Aid
Seaside Heights
AsaK-12
Category Current District Increase
Core Curriculum Standards Aid $308,186 $827,331 $519,145
Categorical and Other Aid $546,072 $776,069 $229,997
Debt Service Aid $23,680 $27,325 $3,645
Total $877,938 $1,630,725 $752,787
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TABLE 7
Relative District Wealth
As of October 15, 2004 and October 15, 2002

10/15/04
Regional Equalized 10/15/02 Total Wealth
School District Valuation Per Pupil Income Per Pupil Per Pupil
Central Regional Currently $1,259,534 $148,232 $1,407,766
Seaside Park $5,671,378 $228,356 $5,899,734
Other Central Regional Communities $1,143,754 $145,910 $1,289,664
Berkeley Township $1,206,086 $153,869 $1,359,955
sland Heights $1,307,425 $275,203 $1,582,628
Ocean Gate $613,426 $83,463 $696,889
Seaside Heights $969,276 $63,704 $1,032,980
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follows:

Impact on Taxpavers

WITHDRAWAL

There are five key criteria in this analysis that determine whether I would recommend that any constituent member

ithdraw as a member of the Central Regional School District or any other regional school district. The key criteria are as

* Such a transition would have to result in an overall state aid increase for the new K-12 district.

* Such a transition would have to not cause a significant overall state aid decrease for the remaining constituent
communities that comprise the regional school district.

* Such a transition would have to benefit the taxpayers in the new K-12 district.

* Such a transition would have to also benefit the taxpayers in all of the other four constituent communities that
comprise the regional school district regardless of the selected tax apportionment method.

* Such a transition would have to improve taxpayer equity in all of the five constituent communities.

In this instance, the first step in this analysis is to determine each of the four remaining communities share of the

regional school district’s tax levy in the event Seaside Park were to withdraw. In New Jersey currently regional school district tax
levies are apportioned among the constituent member municipalities pursuant to N.J.S.A. 18A: 13-23 as follows:

a. Based upon “the portion of each municipality's equalized valuation allocated to the regional district, calculated as
described in the definition of equalized valuation in N.J.S.A. 18A:7F-3;”

b. Based upon “the proportional number of pupils enrolled from each municipality on the 15th day of October of the

prebudget year in the same manner as would apply if each municipality comprised separate constituent school districts;
OH.ou

c. Based upon “any combination of apportionment” based upon equalized valuations pursuant to a. or pupil enrollments
pursuant to b.

15
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Currently tax levies are apportioned among the constituent member municipalities of the Central Regional School
District based upon the portion of each municipality's equalized valuation allocated to the regional district. When a new regional
school district is established by enlarging an existing regional district with a new constituent member the method of apportioning the
tax levy is also re-established. In this instance the new regional school district’s tax levy could be apportioned based upon a, b, or ¢
above. The law is silent regarding whether the method of apportioning the tax levy is also re-established when a new regional district

The second step is to determine the budget and tax levy for the new 7-12 regional school district and the new total tax
levy for the new K-12 school district (Seaside Park) considering both the state school aid impact and any tuition payments necessary
due to the establishment of a sending/receiving relationship. My analysis shows if Seaside Park was no longer a constituent member
of the 7-12 regional, the regional school district’s 2005-2006 general and special revenue fund school budgets would have been

unchanged due to the small number of Seaside Park students and would be $30,040,466 and the debt service budget would be

District’s certified costs per pupil rates for 2002-2003 for grades 7-8 were $7,963 and for grades 9-12 were $8,455. For the purposes
of this analysis the inflated certified costs per pupil rates for 2005-2006 for grades 7-8 are $8,680 and for grades 9-12 are $9,216 and
the in district special education tuition rate is $15,000. Based upon the state school aid and tuition revenue impacts of Seaside Park’s

withdrawal, $23,114,956 of the total general and special revenue fund school budgets of $30,040,466 for the new 7-12 regional was

the Central Regional School District of approximately $611,636. The tuition expenditure amount was also approximated by inflating
the Central Regional School District’s certified costs per pupil rates for 2002-2003 and is equal to the tuition revenue amount for the
Central Regional School District. Based upon Seaside Park’s current total school tax levy of $1,283,650 and the state school aid and
tuition expenditure impacts of Seaside Park’s withdrawal, Seaside Park’s new total K-12 district tax levy was determined to be
$1,780,553. Also, in the event of a withdrawal Seaside Park as the resident school district would become responsible for the
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might expect that such costs would be in the range of $50,000-$55,000. Since the amount is relatively small, I did not consider this in
my analysis since it would not significantly change the resuits. It is also possible that the remaining new Central Regional School
District might have a small transportation cost savings relating to its loss of financial responsibility for such costs for the Seaside Park
students. Again, since the amount would be small, I did not consider this in my analysis of a withdrawal.

For a withdrawal, the third step is to apportion the new 7-12 regional school district’s tax levy amongst the remaining
four constituent municipalities (See Tables 9 through 11). The last step is to compare the current tax levy total for each of the
communities to the tax levy total for each of the communities using both apportionment methods (See Tables 12 through 14).

This comparison (See Table 14) shows that in the event of Seaside Park’s withdrawal from the Central Regional School
District for 2005-2006, Seaside Park’s taxpayers would have experienced a $2,394,525.77 reduction to their school tax levies. If
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Impact on Taxpavyers

DISSOLUTION

SCENARIO 1

* Such a transition would have to not cause a significant overall state aid decrease for the communities that
formerly comprised the regional school district.

* Such a transition would have to benefit the taxpayers in each of the new K-12 districts.

® Such a transition would have to improve taxpayer equity in all of the former constituent communities.

districts with Berkeley Township (also a K-12 school district) the tax levy for each of the four districts as well as Berkeley Township
needs to be determined considering the state school aid impact, the tuition payments necessary due to the establishment of a
sending/receiving relationship, the change in responsibility for transportation costs and the cost savings in general administration that
should result from Berkeley Township’s operation of a K-12 school district. My analysis of the Central Regional School District’s
2005-2006 school budget indicates that Berkeley Township’s operation of the two existing schools should reduce the costs of
operation by approximately $1,597,781. Transportation costs for regular students should at least be proportionately reduced
($454,302) since Berkeley Township would only be responsible for such costs for its resident students and there should be some
savings by consolidating the existing general administration of the district with that of Berkeley Township’s general administration

(savings estimated at $448,270 here based upon information provided by Mr. Cummings-which equates to 1.53% of the district’s total

scenario would be reduced to $8,507 for grades 7-8 and to $9,032 for grades 9-12 and to $14,700 for in district special education
programs. The tuition for out-of-district special education students is the actual amounts.

Under dissolution scenario 1, $17,787,740* (*$23,701,174 - $1,597,781- $5,188,036 + $3,555,573 -$2,683,190) of the
total general and special revenue fund school budgets of $28,442,685 needed for the operation of the two schools was determined to
be funded by Berkeley Township’s general fund tax levy. The debt service budget was determined to still be $1,118,327 of which
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$1,100,523 was still determined to be funded by the debt service tax levy. The total tax levy requirement for Berkeley Township

relating to the 7-12 program operations would be $18,888,263 making Berkeley Township’s total tax levy as a K-12 district under this
scenario $39,771,086.

Under dissolution scenario 1, my analysis shows if Seaside Park was no longer a constituent member of a the 7-12
regional, the new Seaside Park K-12 school district would have an increase of $114,733 of school aid and would have tuition
expenditures to Berkeley Township of approximately $599,421 and additional transportation costs of approximately $52,103. Based
upon Seaside Park’s current total school tax levy of $1,283,650 and the state school aid and tuition expenditure impacts of the
dissolution of the school district, Seaside Park’s new total K-12 district tax levy was determined to be $1,820,441.

Under dissolution scenario 1, my analysis shows if Island Heights was no longer a constituent member of a the 7-12
regional, the new Island Heights K-12 school district would have an increase of $139,114 of school aid and would have tuition
expenditures to Berkeley Township and for out-of-district special education students of approximately $906,487 and additional
transportation costs of approximately $99,061. Based upon Island Heights’ current total school tax levy of $1,579,827 and the state
school aid and tuition expenditure impacts of the dissolution of the school district, Island Heights’ new total K-172 district tax levy was
determined to be $2,446,261.

Under dissolution scenario 1, my analysis shows if Ocean Gate was no longer a constituent member of a the 7-12
regional, the new Ocean Gate K-12 school district would have an increase of $1,107,535 of school aid and would have tuition

Under dissolution scenario 1, my analysis shows if Seaside Heights was no longer a constituent member of a the 7-12
regional, the new Seaside Heights K-12 school district would have an increase of $752,787 of school aid and would have tuition
expenditures to Berkeley Township and for out-of-district special education students of approximately $2,382,861 and additional
transportation costs of approximately $267,354. Based upon Seaside Heights’ current total school tax levy of $2,335,906 and the state

school aid and tuition expenditure impacts of the dissolution of the school district, Seaside Heights’ new total K-12 district tax levy
was determined to be $4,233,334.
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Impact on Taxpavers

DISSOLUTION

SCENARIO 2

Under dissolution scenario 2, two K-12 school districts Island Heights and Ocean Gate would establish a
sending/receiving relationship with Berkeley Township (also a K-12 school district). Seaside Heights and Seaside Park as K-12
school districts would establish a sending/receiving relationship with Toms River (or another school district). The tax levy for each of
the four districts as well as Berkeley Township would still need to be determined considering the state school aid impact, the tuition
payments necessary due to the establishment of a sending/receiving relationship, the change in responsibility for transportation costs
and the cost savings in general administration that should result from Berkeley Township’s operation of a K-12 school district.
However, one would also expect that there would be some additional cost savings for instructional costs from Berkeley Township’s
operation of a program for 11%-12% fewer students, My analysis of the Central Regional School District’s 2005-2006 school budget
indicates that Berkeley Township’s operation of the two existing schools should reduce the costs of operation by approximately
$2,718,119. Transportation costs should at least be proportionately reduced (5454,302) since Berkeley Township would only be
responsible for such costs for its resident students and there should be a savings by consolidating the existing general administration of
the district with that of Berkeley Township’s general administration (savings estimated at $448,270 here-which equates to 1.53% of
the district’s total general fund current expense budget). Tuition and transportation costs ($695,209) for the other districts’ out-of-

which equates to 3.83% of the district’s total general fund current expense budget. Under dissolution scenario 2, the tuition rates that I
established under the withdrawal scenario would be reduced to $8,676 for grades 7-8 and to $9,121 for grades 9-12 and increased to
$18,046 for special education (Seaside Heights and Seaside Park have a higher percentage of special education students than the
percentage of such students who would remain in the special education programs operated by Berkeley Township).

Under dissolution scenario 2, $19,131,962* (*$23,701,174 - $2,718,119 - $2,723,476 + $3,555,573 -$2,683,190) of the
total general and special revenue fund school budgets of $27,322,347 needed for the operation of the two schools was determined to
be funded by Berkeley Township’s general fund tax levy. The debt service budget was determined to still be $1,118,327 of which
$1,100,523 was still determined to be funded by the debt service tax levy. The total tax levy requirement for Berkeley Township
relating to the 7-12 program operations would be $20,232,485 making Berkeley Township’s total tax levy as a K-12 district under this
scenario $41,115,308.

Under dissolution scenario 2, my analysis shows if Seaside Park was no longer a constituent member of a the 7-12

regional, the new Seaside Park K-12 school district would have an increase of $114,733 of school aid and would have tuition
20



expenditures to the Toms River School District (or some other school district) of approximately $600,796 and additional
transportation costs of approximately $52,103. The tuition expenditures can be approximated by inflating the Tom River School
District’s certified costs per pupil rates for 2002-2003 and estimating the impact of the higher tuition rates for any special education
students (16.5) that might be involved. One would expect that the final certified tuition rates for 2005-2006 would be 8-10% higher
than the rates for 2002-2003. For the purposes of this analysis an inflation factor of 9% was used. The Toms River School District’s
certified costs per pupil rates for 2002-2003 for grades 7-8 were $7,059 and for grades 9-12 were $8,686. For the purposes of this
analysis the inflated certified costs per pupil rates for 2005-2006 for grades 7-8 are $7,694 and for grades 9-12 are $9,468 and the
special education tuition rate will remain at $15,000. Based upon Seaside Park’s current total school tax levy of $1,283,650 and the

state school aid and tuition expenditure impacts of the dissolution of the school district, Seaside Park’s new total K-12 district tax levy
was determined to be $1,821,816.

Under dissolution scenario 2, my analysis shows if Island Heights was no longer a constituent member of a the 7-12
regional, the new Island Heights K-12 school district would have an increase of $139,114 of school aid and would have tuition
expenditures to Berkeley Township and for out-of-district special education students of approximately $961,650 and additional
transportation costs of approximately $99,061. Based upon Island Heights’ current total school tax levy of $1,579,827 and the state
school aid and tuition expenditure impacts of the dissolution of the school district, Island Heights’ new total K-12 district tax levy was
determined to be $2,501,424.

Under dissolution scenario 2, my analysis shows if Ocean Gate was no longer a constituent member of a the 7-12
regional, the new Ocean Gate K-12 school district would have an increase of $1,107,535 of school aid and would have tuition
expenditures to Berkeley Township and for out-of-district special education students of approximately $2,002,175 and additional
transportation costs of approximately $201,345. Based upon Ocean Gate’s current total school tax levy of $1,333,017 and the state
school aid and tuition expenditure impacts of the dissolution of the school district, Ocean Gate’s new total K-12 district tax levy was
determined to be $2,429,002.

Under dissolution scenario 2, my analysis shows if Seaside Heights was no longer a constituent member of a the 7-12
regional, the new Seaside Heights K-12 school district would have an increase of $752,787 of school aid and would have tuition
expenditures to the Toms River School District (or some other school district) and for out-of-district special education students of
approximately $2,384,299 (65 special education students including 7 out-of-district placements) and additional transportation costs of
approximately $267,354. Based upon Seaside Heights® current total school tax levy of $2,335,906 and the state school aid and tuition
expenditure impacts of the dissolution of the school district, Seaside Heights’ new total K-12 district tax levy was determined to be
$4,234,772.
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Findings Relative to Key Criteria and the Statutory Criteria

WITHDRAWAL

My analysis shows the following results relative to my five key criteria;

* Such a transition would have resulted in an overall state aid increase for the new K-12 Seaside Park School
District.

* Such a transition would not have caused a significant overall state aid decrease for the remaining constituent
communities that comprise the Central Regional School District.

* Such a transition clearly benefits the taxpayers in the new K-12 Seaside Park School District.

* Such a transition would not have benefited the taxpayers in all of the other four constituent communities that
comprise the regional school district regardless of the selected tax apportionment method.

®* Such a transition would not have improved taxpayer equity in the five constituent communities (See Table 18).
My analysis indicates that an excessive debt burden would not be imposed upon the remaining new Central Regional

School District, or the new Seaside Park K-12 district in the event of a withdrawal, that an efficient school system could be maintained
in the new Central Regional School District and the new Seaside Park K-12 district in the event of a withdrawal without excessive

withdrawal.
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Findings Relative to Key Criteria and the Statutory Criteria

DISSOLUTION

SCENARIO 1

My analysis shows the following results relative to my three key criteria:

* Such a transition would have increased overall state aid for the communities that formerly comprised the
regional school district.

®* Such a transition would have benefited the taxpayers only in Island Heights and Seaside Park (See Table 15).
* Such a transition would have improved taxpayer equity only in Island Heights and Seaside Park (See Table 15).

My analysis indicates that an excessive debt burden would not be imposed upon any of the five new K-12 school
districts in the event of a dissolution under scenario 1, that an efficient school system could be maintained under scenario 1 in each of
the five K-12 school districts in the event of a dissolution without excessive costs and sufficient pupils would be left under scenario 1
in Berkeley Township to maintain a properly graded school system. The fact that such a transition will only benefit the taxpayers in
Island Heights and Seaside Park is sufficient reason for the board of review to oppose a petition for a dissolution under scenario 1
(Negative dollar tax impact in Berkeley Township is substantial).
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Findings Relative to Key Criteria and the Statutory Criteria

DISSOLUTION

SCENARIO 2

My analysis shows the following results relative to my three key criteria;

-mzovwqmbmmmosioc_a:m<o§o~ommoao<oB=mﬁmﬁomeoHﬁo communities that formerly comprised the
regional school district. :

®* Such a transition would have benefited the taxpayers only in Island Heights and Seaside Park (See Table 16).
Such a transition would have improved taxpayer equity only in Island Heights and Seaside Park (See Table 16).
My analysis indicates that an excessive debt burden would not be imposed upon any of the five new K-12 school
districts in the event of a dissolution under scenario 2, that an efficient school system could be maintained under scenario 2 in each of
the five K-12 school districts in the event of a dissolution without excessive costs and sufficient pupils would be left under scenario 2

in Berkeley Township to maintain a properly graded school system. However, there is sufficient reason for a board of review to

oppose a petition for dissolution under scenario 2 because the negative impact for Berkeley Township’s taxpayers is substantial under
this scenario.
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Comments On Beineman and Kirtland Preliminary Study

The study examined three scenarios as follows:

* A Seaside Park withdrawal with the establishment of a sending/receiving relationship with Central Regional (“withdrawal
scenario”).

e The dissolution (“dissolution scenario 17) of the regional school district with the establishment of a sending/receiving
relationship by four K-12 school districts with Berkeley Township (also a K-12 school district).

o The dissolution (“dissolution scenario 2”) of the regional school district with the establishment of a sending/receiving
relationship by two K-12 school districts (Island Heights and Ocean Gate) with Berkeley Township. Seaside Heights and
Seaside Park as K-12 school districts would establish a sending/receiving relationship with Toms River under the second
dissolution scenario.

The Preliminary Study concluded that both the students’ regular education and special education programs could
continue to be appropriately provided in the event of a withdrawal or a dissolution. I agree with this conclusion, regarding the above
three scenarios, since for the most part the parties would continue to do what they are now doing.

WITHDRAWAL SCENARIO

The Preliminary Study concludes that the citizens of Seaside Park “have been saddled with a disproportionate share” of
the costs to operate the Central Regional School District. I disagree with this conclusion. If one examines the relative overall wealth
of Seaside Park to the other four communities that comprise the regional school district and both the equalized and real school tax
rates for all five communities that comprise the regional school district it becomes clear that the citizens of Seaside Park given the
community’s relative wealth have not been saddled with a disproportionate share of the costs to operate the Central Regional School
District.

The Preliminary Study simply indicates without much claboration that Seaside Park would save money ($1,738,000)
and should pursue the financial benefits of withdrawal and enter into a sending/receiving relationship with the remaining new Central
Regional School District or some other school district. This is despite the fact that the author’s tax impact tables for a withdrawal also
reflect (like mine) an equalized property tax rate increase in each of the four remaining constituent communities that would comprise
the new Central Regional School District.
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So unless the new Central Regional School District could persuade such a district or districts to enter into a sending/receiving
relationship with them as the receiving district for at least some of their sent students rather than with their current receiving district
and approval can be obtained from the Commissioner this idea is impractical. The only other option available under current New
Jersey law for soliciting and receiving nonresident students from another sending district are the School Choice provisions. Currently,
under those provisions, which limit the number of statewide “school choice” districts, the new Central Regional School District could
not be designated a “School Choice” district and thus would be prohibited from soliciting nonresident students. In my opinion the
substantial negative impact felt by Berkeley Township is not “controllable.” Also, more than twice as many students would need to be
received to eliminate the negative impact of Seaside Park’s withdrawal on Berkeley Township.
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Comments On Beineman and Kirtland Preliminary Study

DISSOLUTION

SCENARIO 1

Similar to the Preliminary Study, despite the cost savings from a reduction in general administration costs and tuition
and transportation costs for out-of-district special education students I agree there will be a substantial negative impact for Berkeley
Township’s taxpayers under this scenario (our negative dollar impact finding is very close). In my opinion for the reasons stated
previously such negative impact is not “controllable” from soliciting nonresident students. My other findings agree only for Island
Heights (however I show about half as much savings). I show a negative impact for Seaside Heights taxpayers that is substantially
larger than the negative impact shown in the Preliminary Study for Seaside Heights taxpayers. The dissolution of the district under
this scenario would be preferable to a withdrawal by Seaside Park or to a dissolution of the regional school district under dissolution
scenario 2 but since a dissolution under this scenario only benefits Island Heights and Seaside Park such a dissolution should be
opposed.

DISSOLUTION

SCENARIO 2

The Preliminary Study also acknowledges that under dissolution scenario 2 that the negative impact of a dissolution
would be felt by Berkeley Township. I agree with this finding. Both the Preliminary Study and I agree also that the negative dollar
impact that would be felt by Berkeley Township under this scenario is substantially greater than the negative dollar impact under
dissolution scenario 1. In my opinion for the reasons stated previously such negative impact is not “controllable” from soliciting
nonresident students. Despite the cost savings from a reduction in general administration, instructional costs and tuition and
transportation costs for out-of-district special education student placements, the dissolution of the district under this scenario should be
opposed due to the substantial adverse impact on Berkeley Township.

I agree with the finding in the Preliminary Study concerning the negative impact on Ocean Gate. | disagree that a
dissolution under scenario 2 would benefit Seaside Heights. The disagreement is attributable to the fact that Seaside Heights would be
responsible for higher tuition and transportation costs for its out-of-district special education student placements. This does not appear
to have been specifically considered in the Preliminary Study.
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The Preliminary Study indicates that Seaside Park would save tuition costs b
than Berkeley Township. I disagree with this finding. Recent certified costs
Toms River would be more than the overall tuition if students were being sen

y sending its students to Toms River rather
per pupil rates show that it is likely that overall tuition at
t to Berkeley Township.
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Recommendations Relative to Key Criteria and the Statutory Criteria

WITHDRAWAL

DISSOLUTION

SCENARIO 1

A petition for a dissolution under scenario 1 by a majority of the constituent school districts or municipalities that
currently comprise the regional school district should be opposed for financial reasons. This scenario only benefits the taxpayers in
sland Heights and Seaside Park.

SCENARIO 2

county superintendent to alleviate the adverse tax impact for Berkeley Township’s taxpayers. Also, any expectation that the State
would intervene to alleviate this negative impact on Berkeley Township would be unrealistic. In addition this scenario only benefits
the taxpayers in Island Heights and Seaside Park.

Conclusion

In the event of the dissolution of the district any educational configurations that remove students from the existing two
schools operated by the current regional school district will have a substantial negative impact on Berkeley Township. In the event of
a dissolution the distribution of the net liquid assets to only those districts not receiving buildings (as in the Union County Regional
School District dissolution) would exacerbate any negative impact on Berkeley Township.
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Other Factors

Obviously dissolution of the district has an impact on the employees of the Central Regional School District. Under
N.J.S.A. 18A:13-64 all employee rights of tenure, seniority, pension, leave of absence and other similar benefits are recognized and
preserved in the K-12 districts after dissolution. Preservation of these rights does not mean that issues will not arise with regard to the
applicable salary guides for teachers and other staff or staff seniority. It would be beneficial to all of the parties involved and

students in each community, will receive. Potential changes in student transportation practices (both as it impacts students as well as

how it may impact costs) and any impact on special education out-of-district placement students should also be examined ahead of
time to the extent possible.
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TABLE 8

2005-2006
Regional Percentage Shares
Current 7-12 Regional
Equalized Valuation Basis

Equalized
Valuation 2005-2006
Municipality 10/1/04 Percentage Share
Berkeley Township $2,072,055,109 73.8042210%
Island Heights $113,746,016 4.0515023%
Ocean Gate $98,761,585 3.5177741%
Seaside Heights $199,670,916 7.1120485%
Seaside Park $323,268,548 11.5144541%
Totals $2,807,502,174 100.0000000%
TABLE 9
2005-2006
Regional Percentage Shares
7-12 Regional Without Seaside Park
Equalized Valuation Basis
Equalized
Valuation 2005-2006
Municipality 10/1/04 Percentage Share
Berkeley Township $2,072,055,109 83.4082225%
Island Heights $113,746,016 4.5787166%
Ocean Gate $98,761,585 3.9755353%,
Seaside Heights $199,670,916 8.0375256%
Totals $2,484,233,626 100.0000000%
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TABLE 10

2005-2006
Regional Percentage Shares
7-12 Regional Without Seaside Park

Per Pupil Basis
Resident
Enrollment 2005-2006
Municipality 10/15/04 Percentage Share
Berkeley Township 1718.0 79.0976059%
Island Heights 87.0 4.0055249%
Ocean Gate 161.0 7.4125230%
Seaside Heights 206.0 9.4843462%
Totals 2172.0 100.0000000%
TABLE 11

Apportionment of Tax Levies

7-12 Regional Without Seaside Park

Equalized Valuation Basis Per Pupil Basis
2005-2006 2005-2006
Municipality Percentage Share Equalized Valuation Basis | Percentage Share Per Pupil Basis
Berkeley Township 83.4082225% $20,146,332.46* 79.0976059% $19,089,150.33%
Island Heights 4.5787166% $1,122,933.87 4.0055249% $982,358.15
Ocean Gate 3.9755353% $975,003.17 7.4125230% $1,817,927.12
Seaside Heights 8.0375256% $1,971,209.50 9.4843462% $2,326,043.40
Totals 100.0000000% $24,215,479.00 100.0000000% $24,215,479.00

*Reflects the $309,600.00 adjustment for Senior Citizen Supplemental Stabilization Aid
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TABLE 12
Current 2005 Tax Levies
Regional
School Tax Overall School
Rate Tax Rate
Per $100 of Per $100 of
Assessed Assessed
Municipality Elementary Regional Total Net Taxable Value Valuation Valuation
Berkeley
Township $20,882,823.00 | $18,223,597.14%% $39,106,420.14 $2,606,388,907 $0.699 $1.500
Island Heights $1,579,827.00 $1,017,384.77 | $2,597,211.77 $343,054,532 $0.296 $.757
Ocean Gate $1,333,017.00* $883,358.70 | $2,216,375.70 $256,604,156 $0.344 $.861
Scaside Heights $2,335,906.00 $1,785,927.62 | $4,121,833.62 $228,602,161 $0.781 $1.802
Seaside Park $1,283,650.00 $2,891,428.77 | $4,175,078.77 $679,901,840 $0.425 $.614
Totals $27,415,223.00 $24,801,697.00 | $52,216,920.00 N/A N/A N/A
*Does not reflect the split tax year
**Reflects the $309,600.00 adjustment for Senior Citizen Supplemental Stabilization Aid
TABLE 13
2005 Tax Levies Without Seaside Park
Equalized Equalized Per Pupil
Valuation Basis Per Pupil Basis Valuation Basis Basis
. Municipality Elementary Regional Regional Total Total
Berkeley Township $20,882,823.00 | $20,146,332.46** $19,089,150.33** $41,029,155.46 $39,971,973.33
Island Heights $1,579,827.00 $1,122,933.87 $982,358.15 $2,702,760.87 $2,562,185.15
Ocean Gate $1,333,017.00* $975,003.17 $1,817,927.12 $2,308,020.17 $3,150,944.12
Seaside Heights $2,335,906.00 $1,971,209.50 $2,326,043.40 $4,307,115.50 $4,661,949.40
Seaside Park $1,780,553.00 N/A N/A $1,780,553.00 $1,780,553.00
Totals $27,912,126.00 $24,215,479.00 $24,215,479.00 $52,127,605.00 $52,127,605.00
*Does not reflect the split tax year **Reflects the $309,600.00 adjustment for Senior Citizen Supplemental Stabilization Aid
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TABLE 14
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Comparison of Tax Levies Without Seaside Park

Equalized Valuation
- Municipality Current Basis Change Per Pupil Basis Change
Berkeley Township $39,106,420.14 $41,029,155.46 +81,922,735.32 | $39,971,973.33 +$865,553.19
Island Heights $2,597,211.77 $2,702,760.87 +8105,549.10 | $2,562,185.15 -$35,026.62
Ocean Gate $2,216,375.70 $2,308,020.17 +$91,644.47 $3,150,944.12 | +$934,568.42
Seaside Heights $4,121,833.62 $4,307,115.50 +$185,281.88 $4,661,949.40 | +$540,115.78
Seaside Park $4,175,078.77 $1,780,553.00 -$2,394,525.77 $1,780,553.00 | -$2,394,525.77
Totals $52, 216,920.00 $52,127,605.00 -$89,315.00 | $52,127,605.00 -$89,315.00
TABLE 15
Comparison of Tax Levies Dissolution Scenario 1
Tax Rate Impact
Per $100 of
AsK-12 Equalized
Municipality Current District Change Valuation

Berkeley Township $39,106,420.14 | $39,771,086.00 +$664,665.86 +$.0152
Island Heights $2,597,211.77 $2,446,261.00 -$150,950.77 -$.0604
Ocean Gate $2,216,375.70 $2,255,742.00 +$39,366.30 +$.0202
Seaside Heights $4,121,833.62 $4,233,334.00 +$111,500.38 +$.0243
Seaside Park $4,175,078.77 $1,820,441.00 -$2,354,637.77 -$.2645
Totals $52,216,920.00 | $50,526,864.00 -$1,690,056.00 N/A
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TABLE 16

Comparison of Tax Levies Dissolution Scenario 2

Tax Rate Impact
Per $100 of
AsK-12 Equalized
L Municipality Current District Change Valuation
Berkeley Township $39,106,420.14 | $41,115,308.00 +$2,008,887.86 +$.0459
sland Heights $2,597,211.77 $2,501,424.00 -$95,787.77 -$.0384
Ocean Gate $2,216,375.70 $2,429,002.00 +$212,626.30 +$.1090
Seaside Heights $4,121,833.62 $4,234,772.00 +$112,938.38 +$.0246
Seaside Park $4,175,078.77 $1,821,816.00 -$2,353,262.77 -$.2643
Totals $52,216,920.00 |  $52,102,322.00 -$114,598.00 N/A
TABLE 17
Current 2005 Equalized Tax Rates
Regional
School Tax Overall School
Total Rate Tax Rate
Equalized Per $100 of Per $100 of
Valuation Equalized Equalized
__Municipality Elementary Regional Total 10/1/04 Valuation Valuation
Berkeley _
Township $20,882,823.00 | $18,223,597.14** $39,106,420.14 $4,377,889,518 $.416 $.893
Island Heights $1,579,827.00 $1,017,384.77 | $2,597,211.77 $249,716,830 $.407 $1.040
Ocean Gate $1,333,017.00* $883,358.70 |  $2,216,375.70 $195,065,347 $.453 $1.136
Seaside Heights $2,335,906.00 $1,785,927.62 | $4,121,833.62 $458,486,603 $.390 $.899
Seaside Park $1,283,650.00 $2,891,428.77 | $4,175,078.77 $890,301,701 $.325 $.469
Totals $27,415,223.00 $24,801,697.00 | $52,216,920.00 N/A N/A N/A

*Does not reflect the split tax year

**Reflects the $309,600.00 adjustment for Senior Citizen Supplemental Stabilizatio
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TABLE 18

Tax Rates After Seaside Park’s Withdrawal (Existing Equalized Valuation Apportionment Method)

Current Current Overall Overall
Overall Overall School Tax School Tax
School Tax School Tax Rate Rate
Rate Rate Per $100 of | Per $100 of
Assessed Equalized
Per $100 of | Per $100 of Valuation Valuation
Assessed Equalized After After
| Municipality Valuation Valuation Withdrawal Withdrawal |
Berkeley
Township $1.500 $.893 $1.574 $.937
Island Heights $.757 $1.040 $.788 $1.082
Ocean Gate $.861 $1.136 $.899 $1.183
Seaside Heights $1.802 $.899 $1.884 $.939
Seaside Park $.614 $.469 $.262 $.200
Totals N/A N/A N/A N/A
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