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Letter of Transmittal
For the Fiscal Year Ended June 30, 2018

Honorable President, Board Members, and Citizens
of the Mount Olive Township School District
County of Morris

Mount Olive, New Jersey

We are pleased to present to you the Comprehensive Annual Financial Report (“CAFR”) of the Mount Olive
Township School District (“District”) for the fiscal year ended June 30, 2018. State statutes require the
issuance of a CAFR by every school district as the basis for the annual audit. This CAFR was prepared in
accordance with Generally Accepted Accounting Principles (“GAAP”) as applicable to governmental entities.

Responsibility for both the accuracy of the data and the completeness and fairness of the presentation,
including all disclosures, rests with the management of the Mount Olive Township Board of Education
(“Board”). 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 District. All disclosures necessary to enable the reader to gain an understanding of the
District’s financial activities have been included. The Management’s Discussion and Analysis (MD&A), which
immediately follows the independent auditor’s report, provides a narrative overview and analysis of the basic
financial statements. The MD&A is intended to complement this letter of transmittal and should be read in
conjunction with it.

The Comprehensive Annual Financial Report is presented in four sections as follows:

e The Introductory Section contains the Transmittal Letter, the Organizational Chart of the School District,
and a List of Principal Officials, Consultants, and Advisors.

e The Financial Section begins with the Independent Auditors’ Report and includes the MD&A, the Basic
Financial Statements and Notes, and Other Supplementary Information that is required by the State
Department of Education.

e The Statistical Section includes select information on financial trends, revenue capacity and debt
capacity, along with demographic and economic information and other select operating information in
accordance with GASB Statement 44.

e The Single Audit Section — In addition to meeting the requirements set forth in state statutes, the District
is required to undergo an annual single audit in conformity with the provisions of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, and the New Jersey’'s OMB Circular 15-08, Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid. Information related to this single audit,
including the auditors' reports on internal controls and compliance with applicable laws, regulations,
contracts and grant requirements, along with findings and questioned costs, are included in the single
audit section of this report.



Profile of the Mount Olive Township School District

Mount Olive Township is located in northwest New Jersey in Morris County, approximately 45 miles west of
New York City. The Mount Olive community is primarily residential with support from varied commercial and
retail property. Geographically, the Township is comprised of the Budd Lake and Flanders areas, which total
approximately 32 square miles and has a population of just over 29,000 residents. The District currently
stands as the fourth largest school district in Morris County with an enroliment of nearly 4,600 students. The
District is comprised of six schools: four elementary schools serving grades Pre-K through 5, one middle
school serving grades 6 through 8, and one high school serving grades 9 through 12.

An elected nine-member Board of Education serves as the policy maker for the School District. The Board
adopts an annual budget and directly approves all expenditures, which serve as the basis for control over, and
authorization for, all expenditures of School District tax money.

The Superintendent is the chief executive officer of the School District, responsible to the Board for total
educational and support operations. The Business Administrator is the chief financial officer, responsible for
the overall financial and budgetary operations of the District. The Board Secretary is the District’'s accountant,
responsible for producing the financial statements, maintaining the financial accounts, and reconciling the
accounting records.

Reporting Entity

The District is an independent reporting entity within the criteria adopted by the Governmental Accounting
Standards Board (“GASB?”) in codification section 2100. All funds of the District are included in this report. The
Mount Olive Township Board of Education and its six schools constitute the District's reporting entity.

Internal Accounting Controls

The management of the District is responsible for establishing and maintaining internal controls, policies, and
procedures 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
accounting principles generally accepted in the United States. The internal control system 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 awards, the District also is responsible for ensuring that an adequate
internal control system is in place to ensure compliance with applicable laws and regulations related to those
programs. This internal control system is also subject to periodic evaluation by District management.

As part of the District's single audit described earlier, tests are made to determine the adequacy of the internal
control system, including that portion related to federal and state awards, as well as to determine that the
District has complied with applicable laws, regulations, contracts and grants.

Accounting System and Reports

In accordance with state statutes, each District must maintain a uniform system of financial bookkeeping and
reporting that is consistent with GAAP. The District's accounting records reflect the accounting principles
generally accepted in the United States, as promulgated by the Governmental Accounting Standards Board
(GASB). The accounting system of the District is organized on the basis of funds, as described in the "Notes
to the Basic Financial Statements,” Note 1.

The District’'s accounting records are prepared in accordance with the Uniform Minimum Chart of Accounts for
New Jersey Public Schools prepared by the State of New Jersey Department of Education. The District's
accounting records include an expanded minimum chart of accounts using dimensions to define location and
subject area for internal management purposes.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item
basis. Open encumbrances at year-end are either liquidated or are included as reappropriations of fund
balance in the subsequent fiscal year. Those amounts to be reappropriated are reported as committed and/or
assigned fund balance at fiscal year-end.



Budget Development and Controls

The District’s budget is developed annually by the administration with input from all stakeholders in the District.
The District utilizes zero-based budgeting practices as well as historical trend analysis to prepare its budget.
In March of each year, a tentative budget is adopted by the Board, which is presented to the New Jersey
Department of Education’s Executive County Superintendent of Schools for approval. Upon approval by the
Executive County Superintendent, the budget is then advertised for public input and a budget hearing is
scheduled. Public commentary at the hearing may result in modifications to the budget. The final budget
approved by the Board must be posted to the District’'s website forty-eight hours after the public hearing.

The District monitors actual vs. budgeted amounts on a monthly basis and provides monthly reports to the
Board. Line-item transfers must be made whenever a budgeted line item is in danger of going into a deficit
condition. All line-item transfers from an advertised appropriation account require a two-thirds affirmative vote
of the Board. In addition, line-item transfers, which on a cumulative basis exceed 10% of the amount included
in the original budget, and transfers to capital outlay require Executive County Superintendent approval.

The objective of these budgetary controls is to ensure compliance with legal provisions embodied in the
annual appropriated budget approved by the Board of Education and the Executive County Superintendent.
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 of this report.

Economic Condition and Financial Outlook

Like most school districts in New Jersey, the District’'s primary sources of funding are property tax revenue and
state aid. State aid comprised 17.5% of the District’s original 2018 operating budget while local property taxes
accounted for 74.8% of budgeted revenue. As a result, the financial well being of the District is tied in large
measure to the actions of the state legislature. Current legislation restricts the growth rate on local property
taxes to 2%. However, the law does allow for an increase in the 2% limitation, if needed, provided that it is
approved by the voters. Significant cuts in state funding and/or further restrictions on the growth rate of the
local property tax levy could have a substantial impact on the District's programs and services.

Increased expenditures from inflationary pressures, the growing cost of employee health care, increases in
contributions to the retirement system, and mandated special education costs present an enormous challenge
for the District's administration. Thus far, the 2% increase in local tax revenue and modest increases in state
aid, coupled with the District's stringent budgetary measures, have been sufficient to allow the District to
maintain its existing programs and services. Nevertheless, the District's administration continues to closely
monitor the cost of operations and to search for new funding sources in order to maintain the quality
educational services that the Mount Olive School District is accustomed to providing.

District Facilities and Housing Trends

The District’s three original elementary schools were built between 1969 and 1974. In 1997 Township voters
approved a referendum to convert the middle school, which was built in 1966, into a fourth elementary school
and construct a new middle school. The new middle school was completed and opened in 2001. The high
school opened in 1972 as a regional high school and was operated by the West Morris Regional High School
District until 1978, when Township voters elected to leave the regional district. The class of 1978 was the last
graduating class under the regional administration. In the 1978-1979 school year, the high school building and
associated faculty became part of the Mount Olive Township School District.

All of the District's buildings are exceptionally well maintained. In the 1998-99 fiscal year, the Board
established a capital reserve account to provide for the accumulation of funds for capital outlay expenditures.
Since then, the Board has used capital reserve funds to replace roofs, boilers, and windows at all buildings, to
purchase and install a turf field at Mount Olive High School, to upgrade the tennis courts at Mount Olive Middle
School, to resurface the exterior walls at Mount Olive High School, to construct a maker space and recording
studio at Mount Olive High School, to construct a grandstand at the Mt. Olive High School football field, and to
renovate the Mt. View Elementary School media center.


https://en.wikipedia.org/wiki/West_Morris_Regional_High_School_District
https://en.wikipedia.org/wiki/West_Morris_Regional_High_School_District

The 1997 building referendum, which converted the former middle school to the Chester M. Stephens
Elementary School and constructed the new middle school, also expanded and upgraded the three original
elementary schools. In 2004 Township voters approved a $46.9 million building expansion project for Mount
Olive High School, which included 10 new science labs, 21 new classrooms, an auxiliary gymnasium, a new
Performing Arts Center, and an artificial turf field.

The following is a status report of new residential development in progress within the Township.

Morris Chase Development - The development is located between Mount Olive Road to the west, Dyrham
Castle Road to the east, Gold Mine Road to the north and Flanders Road to the south. Phase | consisted of
281 single family dwellings and townhouses, which have been built and are now occupied. Phase Il remains
undeveloped. It comprises another 137 units (a mix of single family homes and townhouses) however; it is not
clear at this time if, or when, Phase Il will move forward.

Marveland Crescent - Marveland Crescent is the affordable housing component of the age-restricted
development known as Regency at Flanders. The 57 rental units (9 one-bedroom; 30 two-bedroom; 18 three-
bedroom) for moderate income families are fully occupied.

Mountain Ridge Estates - Mountain Ridge Estates is located along the east-bound lanes of Route 46 bordered
by Chamberlain Lane to the southwest, comprising lots 80, 83, and 84 in Block 4100. This development will
provide 216 market townhouse units and 54 low and moderate family rental units. Site work is now underway
with model units in place. The project will be developed in phases subject to market conditions.

FTZ-4 Zoning Moadification - In December 2017 the Township Council adopted an ordinance to modify the
existing commercial zoning for the FTZ-4 district to permit residential use at a density of six units per acre. The
Township now has concept plans from Ryan Homes to develop 110 acres with 502 residential units
comprising a mix of single family homes and townhouse units.

Village Green - The Township recently had preliminary discussions with the new owners of the Village Green
who are interested in adding new buildings for an additional 75 to 90 units. They are now in the process of
conducting tests to determine if sufficient potable water capacity is available.

The District’s enroliment reported on the Application for State School Aid (“ASSA”) in October 2017 was 4,598
students compared to 4,575 students the previous year. Enroliment has been relatively stable with minor
fluctuations for the past several years. At the present time, there is adequate capacity within the District to
meet the general classroom enrollment projections, both now and in the near future. However, the Board is
mindful of the potential impact these housing developments might have on class sizes within the District. As a
result, the Board continually monitors the municipal population and housing trends to ensure that sufficient
school facilities are available to meet the needs of its student population while keeping class sizes to a
minimum.

Educational Programs and Services

“The Mount Olive Township School District, a guiding and unifying partner in a dynamic community, educates,
challenges and inspires all learners within a safe, nurturing environment to discover and develop their unique
abilities as literate, ethical and contributing citizens of the world.”

-- Mission Statement of the Mount Olive Township Board of Education

The Mount Olive Township School District provides a full range of educational programs appropriate to grade
levels K through 12. These include regular, college preparatory, honors and vocational programs, as well as a
wide variety of in-class support services, resource centers, and self-contained special education programs for
students with special needs. In addition, the District offers two distinct gifted and talented programs for
students in grades K-8 and dozens of advanced placement courses for high school students seeking a highly
challenging and rigorous curriculum at the college level.

Extended learning summer and after school programs are also offered such as the extended school year
program for disabled students, the K-Excel program for kindergarten students, and the summer STEM Camp
for students in grades K through 9. Vocational course offerings include a wide variety of related arts and
business/technology programs such as architecture, robotics, nutrition and culinary science, woodworking,
engineering, industrial design, accounting, advertising and promotion, economics, fashion, finance, marketing,
and television production.



The District had 6 students enrolled in charter schools for the 2017-18 school year. Charter school students
who reside in the District are reported to the Department of Education through the District’s Application for
State School Aid (“ASSA”") and are considered “resident students” for purposes of calculating the District's
state aid. Pursuant to state statutes, the school district of residence must pay the charter school “an amount
equal to 90% of the sum of the budget year equalization aid per pupil and the prebudget year general fund tax
levy per pupil inflated by the CPI rate most recent to the calculation”. In addition, the school district of
residence shall pay directly to the charter school the security categorical aid attributable to the student and a
percentage of the district's special education categorical aid equal to the percentage of the district's special
education students enrolled in the charter school and, if applicable, 100% of preschool education aid.

In addition to its curricular offerings, the District offers an extensive extracurricular and athletic program.
Extracurricular programs provide opportunities for students to participate in student government, various
academic, social and vocational clubs, National Honor Societies, drama and musical performance productions.
The District’s athletic program features 26 male and female sports teams at the high school level and 12
male and female sports teams at the middle school level in addition to its renowned, award winning marching
band program. In the 2017-18 school year, Mount Olive won 9 conference championships and 22 of the
District’s athletic programs qualified for state tournaments.

Student and School Performance

The Mount Olive Township School District places a high degree of emphasis on student performance as
evidenced by the District's exemplary record of standardized test scores. The District uses a wide variety of
internal assessment tools and data evaluation programs to determine whether a student exceeds, meets, or
does not meet grade level standards. Such tools and programs have enabled students in the Mount Olive
School District to score well on standardized test scores, regularly exceeding state and federal averages in
nearly every measurable category.

Recently released ESSA accountability profiles designate Mount Olive as a very high performing district. Data
released by the New Jersey Department of Education supports this status, showing that Mount Olive students
in grades 3 through 11 scored significantly higher on PARCC assessments than their peers around the state.
With the exception of grade 8 math, the percentage of Mount Olive students who “met or exceeded
expectations” on the 2017-2018 PARCC exams was consistently higher than the state averages, as evidenced
by the following chart:

English Language Arts Math

Grade District State District State
Grade 3 73.1% 51.7% 68.7% 53.0%
Grade 4 81.0% 58.0% 66.4% 49.4%
Grade 5 80.4% 58.0% 65.8% 48.8%
Grade 6 81.0% 56.2% 66.8% 43.5%
Grade 7 91.0% 62.7% 70.5% 43.4%
Grade 8 82.6% 60.4% 19.8% 28.2%
Grade 9 79.7% 54.7%

Grade 10 87.1% 51.0%

Grade 11 88.7% 38.9%

Grades 9-11 Algebra | 56.4% 45.8%
Grades 9-11 Algebra Il 47.9% 28.6%
Grades 9-11 Geometry 48.8% 29.5%

Two hundred sixty-one students from the class of 2018 took the Scholastic Aptitude Test (SAT), which
represents 75% of the class. The District's combined average SAT score was 1159, which is 65 points higher
than the state average and 91 points above the national average.

Eighty-seven percent of the school’'s 2018 graduates will be pursuing post-secondary education, with sixty-one
percent attending four-year colleges and universities. Four members of the 2018 graduating class were
recognized as National Merit Commended Students and two were National Merit finalists.



Educational Initiatives and Academic Accomplishments

During the 2017-2018 school year, the Board and administration undertook a number of challenging
educational initiatives and received recognition for various academic accomplishments. The following is a
summary of these initiatives and accomplishments.

JROTC Training Program — The District implemented a Junior ROTC Training Program for the 2017-2018
school year, sponsored by the United States Air Force, which was offered to students in grades 9 through 12.
The program assists students in developing leadership skills, self-confidence, self-discipline and character,
and educates students on military history and customs. Sixty-nine students, including twenty-three seniors,
participated in the program’s inaugural year.

Marauder Maker Fest — The first annual Marauder Maker Fest was held at Mount Olive High School in March
2018, showcasing the vital role that STEAM disciplines (Science, Technology, Engineering, Art, and
Mathematics) play in both the education sector and the workplace. STEAM projects from students at the
elementary, middle, and high school levels were on display. The Maker Fest also included a drone
competition and incorporated the District's annual elementary science and innovation fair in its festivities.

Mindfulness Learning Center — The Mindfulness Learning Center is a new resource center that was
established at Mount Olive Middle School to help students who are struggling academically or emotionally.
Students obtain personalized instruction and guidance, learn techniques on how to become more attentive in
class, and obtain a better understanding of how their bodies and minds react to stressors, which can become
obstacles for learning.

Innovation and Design Classes — Three newly created innovation and design classes were added at Mount
Olive Middle School for each grade level. The classes explore how the STEAM disciplines are integrated and
applied in the real world. The classes take students through the complete engineering design process, from
brainstorming and planning to construction and redesign, while also testing their ingenuity and teamwork skills.

Preschool Inclusion Program — A tuition based, inclusionary preschool program was established for the 2017-
2018 school year. The program provides Pre-K children with the opportunity to learn and play with peers while
developing an acceptance of the differences of others. The goal of the program is to provide each child with
access to quality preschool instruction and the individualized supports needed to help them succeed.

International Education Program — In 2017 the District partnered with Edu-Link, a consulting firm that builds
alliances between international schools and those in the U.S. to establish an international transfer program.
During the 2017-2018 school year, the District accepted 12 students from China, which generated more than
$200,000 in tuition income. In addition to the increased revenue the program generates, the international
education program allows Mount Olive students to experience a different culture and to understand how
different education is in the United States compared to other countries. As part of the District’s ongoing efforts
to nurture a relationship between the two countries, Mount Olive High School hosted a contingent of 95
principals from China and Edu-Link sponsored a trip to China, which was attended by various representatives
of the Mount Olive School District.

National Rankings — Mount Olive School District was named one of the best K-12 school systems in the
country according to Niche, a website that compiles data in order to rank the nation's best places to live, work,
and learn. In its most recent report, Mount Olive earned an "A" rating and is ranked #484 out of 10,758 school
districts in America, placing it in the top 5% nationwide. The Mount Olive School District was also named as
one of the best school districts in the United States by the National Council for Home and Security. Of more
than 9,500 school districts, Mount Olive was ranked 160th, placing it in the top 2% nationwide.

Advanced Placement (AP) Honors — Mount Olive High School was named to the College Board’'s 8th Annual
AP District Honor Roll as a “National District of Honor”. The distinction recognizes the school’'s efforts in
increasing the number of students from underrepresented demographics who take advanced placement
courses, while also increasing or maintaining the percentage of students earning AP exam scores of 3 or
higher. Mount Olive High School is one of just 39 New Jersey high schools to receive the distinction and is
also in the top 5% of school districts in the United States to be given the honor.




Silver Award - Mount Olive High School was recently named a “silver award winner” by US News and World
Report. The rankings include data on more than 20,500 public high schools in 50 states and the District of
Columbia. Schools were awarded gold, silver or bronze medals based on their performance on state
assessments and how well they prepare students for college. Mount Olive High School was ranked #1767
nationally and #53 for the State of New Jersey.

Marine Advanced Technology Education (MATE) - The Mount Olive MATE Team received several
recognitions during the 2017-2018 school year, earning the “Design Elegance Award” and the “Pilot's Award”
and placing firstin Sportsmanship in the annual MATE competition. In addition, the team earned a second
place finish for technical presentation, a second place finish for product demonstration, and an overall third
place finish, which qualified the team to compete in the international competition in Seattle, WA.

Technology Student Assaociation (TSA) — Twenty-four Mount Olive Middle School students participated in the
school's Technology Student Association (TSA) competition, winning 17 awards, including 7 first place
trophies, against almost two dozen other New Jersey middle schools. Student projects incorporated all
aspects of the District's STEAM program, which showcased the students’ knowledge, skills, and research in
several fields. The student projects included designing and creating a programmable model of an automated
parking system, the mass production of a 3-D geometric puzzle, presenting research on current bio-technology
and medical technology topics, and building a solar powered car.

Mount Olive Robotics Team (MORT) — The Mount Olive Robotics Team received several recognitions during
the 2017-2018 school year, including the prestigious “District Chairman’s Award”, and were quarterfinalists in
the Mount Olive District event and the Montgomery event. The MORT Beta Team was also recognized for their
achievements during the 2017-2018 school year, which included receiving the “Team Spirit Award” at the
Mount Olive District event and becoming a Mount Olive District event quarterfinalist.

Gifted and Talented Student Recognition — Mount Olive Middle School students in the gifted and talented
program were awarded “Best Transportation System” at the regional Future City Competition held at Rutgers
University. The students were challenged to use their knowledge of science, engineering, technology, art, and
math to design and construct a city that is age-friendly. The Mount Olive Middle School team was honored for
its systems that were designed to help senior citizens stay mobile and independent. In addition, middle
school gifted and talented students participated in the Junior Model United Nations Conference at Drew
University, which gave them the opportunity to immerse themselves in issues now facing the world and a
chance to practice the art of diplomacy. The middle school delegation won two awards for representing their
respective countries with distinction and two awards for best position papers.

Drama Club Awards — The Drama Club won 8 awards this year at the Bucks County Playhouse Drama
Festival and was nominated for 3 awards at the Paper Mill Playhouse Rising Star Awards, winning for “Best
Student Lighting Design”.

Staff Recognitions — Mount Olive High School art teacher, Diane Phares, was named Morris County Teacher
of the Year by the New Jersey Department of Education. In addition, Sandshore Elementary School teachers,
Tricia Mitchell and Lorri Vaccaro, were featured on the PBS network show “Classroom Close-up”, a public
television series focusing on innovative educators and educational programs in New Jersey’s public schools.
The teachers explored their experiences with flipping math, the teaching technique of reversing the traditional
roles of homework and classwork in math instruction.

Alumnus Recognition — Mount Olive alumnus, Keturah Orji, was recently named as the most decorated track
and field athlete in NCAA history. Ms. Orji won two national championships while participating in the NCAA
Championship in Oregon, winning the gold medal for the triple jump and placing first in the long jump.

Other Initiatives/Accomplishments

Technology Upgrades — The District continues to devote significant financial resources to technology
integration to provide students with the necessary tools and technical skills to succeed in the future. During
the 2017-2018 school year, the District completed several projects to further improve the District's
technological capabilities. The projects include system upgrades to Windows 10 and Microsoft Office 2016, a
wireless management appliance upgrade, an active directory upgrade, a storage upgrade for the data center,
the implementation of a new anti-virus/anti-malware enterprise solution, the addition of new firewalls and
internet content filters, and the district-wide installation of a Voice Over Internet Protocol (VOIP) system.




K-Excel Program — In the 2017-2018 school year, the Mount Olive School District took over the management
of the Kindergarten Excel program from the Mount Olive Child Care and Learning Center. The tuition based
program, which was first implemented in the 2013-14 school year in partnership with the Mount Olive Child
Care and Learning Center, was designed to provide a full day kindergarten experience and to better prepare
at-risk children for the first grade.

Energy Conservation Program — The Mount Olive School District partnered with Cenergistic, an energy
conservation company, to identify ways to reduce power consumption. Heating, ventilation and air
conditioning, computers, and peripherals are monitored to determine how consumption can be reduced.
Saving money on the cost of utilities has long been a high priority of the District, which has routinely installed
more energy efficient building components to replace outdated energy consuming equipment and systems.

Self-Insurance — Effective July 1, 2017 the District entered into a self-funded insurance plan with Horizon Blue
Cross/Blue Shield for medical and prescription coverage for the 2017-2018 school year. To mitigate any
potential losses, the District purchased stop loss insurance for claims in excess of $100,000. The move to a
self-insured plan resulted in a savings of more than $2.5 million.

New Childcare Partner — The Board awarded a contract to AlphaBEST Education for before-and-after school
childcare services beginning with the 2017-18 school year. The before-and-after school program, which had
previously been run by the Mount Olive Child Care and Learning Center, generated revenue of approximately
$75,000 for the 2017-2018 school year.

Facility Upgrades — The District undertook and completed a number of capital improvements and facilities
upgrades in the 2017-2018 school year. These projects included the renovation of the Mount Olive High
School football field, the construction of a new high school auxiliary gym, high school locker renovations, the
completion of a library/media center at Mt. View School, the installation of new boilers at Mount Olive Middle
School and Tinc Road Elementary School, parking lot renovations, the construction of a district warehouse,
the purchase of several new school buses, the renovation of Tinc Road Elementary School, the renovation of
several high school classrooms and the high school biotech lab, and the construction of a maker space at
Mount Olive Middle School.

Marauder Dome — In December 2017, an air dome was installed over the existing soccer field to allow
students to use the field during physical education classes in the winter months. In addition, the dome is also
available for rent by community organizations, thus generating additional revenue for the District.

School Security Upgrades — The District implemented a 9-point security plan, which includes additional
security personnel, updated security kiosks and cameras, improved “code red” training, and limiting student
and public access to the buildings. The additional security personnel provides the middle school and high
school with three armed security officers along with one armed security officer for each of the four elementary
schools. The District also instituted a “Say Something” campaign to encourage students to talk to a trusted
adult about potential concerns. In addition, the Township funded two additional police officers for school
security purposes.

New Leadership — In August 2017, Mr. Scott Lipson joined the Mount Olive School District from the Westfield
School System as the new principal at Tinc Road Elementary School, replacing retired principal, Dr. Richard
Fair. In August 2018, Mr. Matthew Robinson, a Mount Olive alumnus, became the new principal at Mount
Olive Middle School, replacing Ms. Susan Breton, who was promoted to central office as the District's Director
of Curriculum and Instruction.

Beginning in October 2018, Dr. Robert Zywicki will take over the helm of the Mount Olive School District as
Superintendent of Schools, replacing Dr. Larrie Reynolds who retired in September 2018. Dr. Zywicki has
recently served as Superintendent of the Weehawken School District, where he has implemented several
successful initiatives. These initiatives include the infusion of blended learning strategies, establishing a
comprehensive Response to Intervention Program, and the adoption of the AP Capstone Diploma Program.
The Board has great confidence that Dr. Zywicki will continue to advance the District's educational,
extracurricular, and other initiatives so that Mount Olive continues to be one of the top school districts in the
nation.



Relevant Financial Policies

The District recognizes the importance of sound financial policies and their importance in supporting the
school program. The Board employs a policy consultant, Strauss Esmay Associates, LLP to develop
customized policy and regulation manuals that are consistent with State and Federal laws and are in
compliance with State and Federal monitoring standards. District administration works closely with the
Business Committee and the Policy Committee, two subcommittees of the Board, to review and update the
financial policies as needed.

Risk Management

The District purchases insurance for all identified risks from the School Alliance Insurance Fund, an insurance
pool of New Jersey school districts, which provides property coverage, general liability insurance, auto
insurance, workers’ compensation, and legal liability insurance. The District is self-insured for medical and
prescription insurance claims with supplemental stop-loss insurance limiting the District's total exposure.

Independent Audit

State statutes require an annual audit by independent certified public accountants or registered municipal
accountants. The accounting firm of Ferraioli, Wielkotz, Cerullo & Cuva, P.A. was selected by the Board. In
addition to meeting the requirements set forth in state statutes, the audit also was designed to meet the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requiremenis,
Cost Principles, and Audit Requirements for Federal Awards, and New Jersey's OMB Circular 15-08, Single
Audit Policy for Recipients of Federal Grants, State Grants and State Aid. The Auditors’ Report on the basic
financial statements and specific required supplementary information are included in the financial section of
this report. The Auditors’ Reports related specifically to the single audit and Government Auditing Standards
are included in the single audit section of this report.
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INDEPENDENT AUDITOR'S REPORT

Honorable President and

Members of the Board of Education
Township of Mount Olive School District
County of Morris, New Jersey

Report on the Financial Statements

We 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 Board of Education of the
Township of Mount Olive School District, in the County of Morris, State of New Jersey, as of and for the
year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise
the 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 misstatements, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, the
audit requirements prescribed by the Office of School Finance, Department of Education, State of New
Jersey, and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.
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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 entity’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 entity’s
internal control. Accordingly, we 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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of the Board of Education of the Township of Mount Olive
School District, in the County of Morris, State of New Jersey, as of June 30, 2018, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

Change in Accounting Principle

As discussed in Note 2 to the basic financial statements in 2018, the Board adopted Governmental
Accounting Standards Board Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions (an Amendment of GASB Statement No. 45). Our opinions are not
modified 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, Schedules Related to Accounting and
Reporting for Pensions and Schedules Related to Accounting and Reporting for Other Post-Employment
Benefits identified 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
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Accounting Standards Board who considers it to be an essential part of the financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We 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 inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township of Mount Olive Board of Education’s basic financial statements. The
introductory section, combining and individual non-major fund financial statements and schedule of
expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for. Federal Awards (Uniform
Guidance) and the schedule of expenditures of state financial assistance as required by N.J. OMB
Circular 15-08 and statistical section are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The combining and individual non-major fund financial statements and the schedule of expenditures
of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for. Federal Awards
(Uniform Guidance) and the schedule of expenditures of state financial assistance as required by N.J.
OMB Circular 15-08 are the responsibility of management and were derived from and relates 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 our opinion, the
combining and individual non-major fund financial statements, schedule of expenditures of federal
awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for. Federal Awards (Uniform Guidance)
and the schedule of expenditures of state financial assistance as required by N.J. OMB Circular 15-08 are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory section and statistical data section have not been subject to the auditing procedures

applied in the audit of the basic financial statements, and accordingly, we do not express an opinion
or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 25,
2019 on our consideration of the Township of Mount Olive Board of Education’s internal control over
financial reporting and on 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 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 Township of
Mount Olive Board of Education’s internal control over financial reporting and compliance.

i

Licensed Public School Accountant
No. 20CS00209100

Fewaiolc, Weelhoty, Cerulle & (Cuva
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants

Newton, New Jersey

January 25, 2019

" FWCC



REQUIRED SUPPLEMENTARY INFORMATION - PART |




MOUNT OLIVE TOWNSHIP SCHOOL DISTRICT
MOUNT OLIVE, NJ

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018
UNAUDITED

As management of the Mount Olive Township School District (District), we offer readers of the District’'s
financial statements this narrative discussion and analysis (MD&A), which will provide a general overview of
the District’s financial performance and activities for the fiscal year ended June 30, 2018. While the intent of
this MD&A is to examine the District’s financial performance as a whole, we encourage readers to review it in
conjunction with the transmittal letter and the basic financial statements and notes to enhance their
understanding of the District’s financial performance. Certain comparative information between the current
fiscal year and the prior fiscal year is presented in this MD&A.

Financial Highlights
Key financial highlights for fiscal year 2018 are as follows:

% Net position at year-end totaled $23,470,290, which represents an increase of $3,997,810, or 20.5%, over
the prior year net position balance of $19,472,480.

% Assets increased by $4,001,816. Current assets such as cash and cash equivalents, accounts receivable,
prepaid expenses, and inventory decreased by $482,038 while capital assets such as land, buildings,
machinery and equipment increased by $4,483,854.

% Liabilities decreased by $9,608,320. Current liabilities such as accounts payable, unearned revenue, and
accrued liabilities increased by $1,134,201 while long-term liabilities such as bonds payable, capital leases
payable, net pension liability payable, unamortized bond premium, and accrued compensated absences
payable decreased by $10,742,521. The increase in current liabilities is primarily due to the District's
accrued liability for insurance claims in the amount of $839,268, which resulted from the District’s transition
from a traditional health insurance plan to a self-insured plan. The decrease in long-term liabilities was
primarily due to a decrease in the District’s net pension liability for PERS employees totaling $8,699,861.

% Deferred outflows of resources decreased by $3,424,627 while deferred inflows of resources increased by
$6,187,699. These fluctuations are attributable to differences between expected and actual experience,
changes of assumptions, changes in proportion, and the net difference between projected and actual
investment earnings on pension plan investments.

« General revenues such as property taxes, unrestricted federal and state aid, investment earnings, and
miscellaneous income amounted to $81,799,413, which represents 67% of total revenue. The largest
source of revenue for the District continues to be locally assessed property taxes, which comprised 85%
of general revenues and 57% of total revenues. Program specific revenues in the form of charges for
services and grants and contributions totaled $40,023,978, the remaining 33% of total revenue. Overall,
total revenues increased $5,907,262, or 5.1% over the prior year.

% Expenses totaled $117,862,820. Of this amount, only $40,023,978 was offset by program specific
charges for services, grants or contributions. General revenues (primarily taxes, unrestricted state and
federal aid, investment earnings, and miscellaneous income) of $81,799,413 were sufficient to provide for
the balance of governmental expenses. Overall, expenses increased $3,779,051, or 3.3% over the prior
year.

% During the 2018 fiscal year, the District experienced extraordinary and special items totaling $37,239 from
the net revaluation, sale and/or disposal of capital assets.

Overview of the Financial Statements

The Comprehensive Annual Financial Report (CAFR) consists of this MD&A, a series of basic financial
statements, and required supplementary information. The CAFR is organized so that the reader can
understand the Mount Olive Township School District as a financial whole, an entire operating entity. The
District’s 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. The required supplementary
information contains data that further explains and supports the financial statements, including a comparison
of the District’s budget for the fiscal year.
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1) District-wide financial statements

The district-wide financial statements are designed to provide readers with a broad overview of the District's
finances, in a manner similar to a private-sector business. Two statements make up the district-wide
financial statements - the Statement of Net Position and the Statement of Activities.

The Statement of Net Position and the Statement of Activities provide information about the activities of the
whole District, presenting both an aggregate view of the school district’s finances and a longer-term view of
those finances. 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.

The Statement of Net Position presents information on all of the assets and liabilities of the District, with the
difference between the two reported as net position. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

The Statement of Activities presents information showing how the net position of the District changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

In the Statement of Net Position and the Statement of Activities, District operations are divided into two
distinct kinds of activities:

e Governmental activities — All of the District's programs and services are reported here including
instruction, support services, operation and maintenance of plant facilities, pupil transportation and
extracurricular activities.

e Business-Type activities — This service is provided on a charge for goods or services basis to recover all
the expenses of the goods or services provided. The operations of the food service program, the
District's summer programs, and the building rental account are reported as business-type activities.

2) Fund financial statements

Fund financial statements provide the next level of detail. A fund is a group of related accounts that is used
to maintain control over resources that have been segregated for specific activities or objectives. The
District, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the District can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the district-wide financial statements. However, unlike the district-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the district-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the district-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The District maintains four individual governmental funds: the General Fund, the Special Revenue Fund, the
Capital Projects Fund, and the Debt Service Fund. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances.

The District adopts an annual appropriated budget for its General Fund, Special Revenue Fund, and Debt
Service Fund. Budgetary comparison statements have been provided for these funds as supplementary
information to demonstrate compliance with the adopted budget.
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Proprietary funds. Proprietary funds are used to account for services for which the District charges a fee and
are reported in the government-wide financial statements. There are two types of proprietary funds: enterprise
funds and internal service funds.

Enterprise funds are used to account for operations that are financed and operated in a manner similar to
private business enterprises. The stated intent is that the cost of providing goods or services are financed or
recovered primarily through user charges. The District uses enterprise funds to account for revenues and
expenses pertaining to the District’'s food service operations, the District’'s summer programs, and the rental of
Building #2 at the administrative complex. Enterprise funds are presented as business-type activities in the
government-wide financial statements.

Internal service funds are used to account for goods or services that are provided to other funds of the District.
The District operates an internal service fund for its self-insurance activities. The internal service fund has
been included within governmental activities in the government-wide financial statements.

Fiduciary funds. Fiduciary funds are used to account for assets held by the District in a trustee capacity or as
an agent for individuals, private organizations, other governments, and/or other funds. Fiduciary funds include
payroll and student activities funds and employee contributions to the unemployment compensation insurance
fund and the flexible spending account trust fund. Fiduciary funds are not reflected in the district-wide financial
statements because the District cannot use these assets to finance its operations.

3) Notes to the Basic 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.

District-wide Financial Analysis

The District’s financial position is the product of various 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. As noted earlier, net position may serve over time as a useful indicator of a
government'’s financial position. Table 1 provides a summary of the School District’s net position at June 30,
2018 and June 30, 2017.

Table 1
Net Position
2018 2017
Assets
Current and Other Assets $14,993,170 $15,475,208
Capital Assets 79,907,926 75,424,072
Total Assets 94,901,096 90,899,280
Deferred Outflows of Resources 9,624,628 13,049,255
Liabilities
Current Liabilities 4,377,622 3,243,421
Long-Term Liabilities 69,760,012 80,502,533
Total Liabilities 74,137,634 83,745,954
Deferred Inflows of Resources 6,917,800 730,101
Net Position
Invested in Capital Assets, Net of Related Debt 43,863,867 37,642,698
Restricted 5,512,261 9,196,464
Unrestricted/(Deficit) (25,905,838) (27,366,682)
Total Net Position $23,470,290 $19,472,480
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A significant portion of the District’'s combined net position reflects the District’'s investment in capital assets
(e.g., land, buildings and improvements, furniture and equipment) less any related outstanding debt that was
used to acquire those assets. At June 30, 2018 the District's investment in capital assets, net of
depreciation, amounted to $79,907,926 while the District's outstanding debt and debt related charges
amounted to $36,044,059, resulting in a net investment in capital assets of $43,863,867.

Another significant portion of the District's combined net position represents resources that are subject to
external restrictions. The restricted net position balance of $5,512,261 has been earmarked for the following
purposes:

> $4,249,136 is restricted for capital projects. This amount represents funds set aside in the capital
reserve account to fund future capital projects.

» $6,495 is restricted to pay future debt service obligations.

» $1,256,630 is restricted to finance subsequent year’s expenditures. This figure represents current and
prior year excess surplus amounts which must be appropriated and included as anticipated revenue in
future budgets. Of this amount, $1,015,483 has been appropriated and included as anticipated revenue
in the General Fund budget for the fiscal year ending June 30, 2019.

The remaining unrestricted deficit balance of $25,905,838 represents the net amount of the assets, deferred
outflows of resources, liabilities, and deferred inflows of resources that are not included in the determination
of net investment in capital assets or the restricted component of net position. It represents the residual
product of various transactions, including the net results of activities. The deficit balance is due to
transactions related to the net pension liability for PERS employees, which reduced the District's
unrestricted net position by more than $30 million. However, this does not indicate that the District is facing

financial difficulties as evidenced by the District's increase in net position the past two years. Table 2
provides a summary of this increase for the fiscal years ended June 30, 2018 and June 30, 2017.
Table 2
Changes in Net Position
2018 2017

Revenues
Program Revenues:

Charges for services $5,144,879 $1,973,486

Grants and contributions 34,879,099 34,366,902
General revenues:

Property taxes 69,509,061 67,556,582

Grants and entitlements 11,893,389 11,648,609

Other 396,963 370,550
Total Revenues 121,823,391 115,916,129
Program Expenses
Instruction 61,923,271 61,237,255
Support Services:

Pupils and instructional staff 18,614,679 18,084,481

General administration, school administration, business and

other support services 10,881,300 10,899,007

Plant operations and maintenance 17,006,640 14,845,383

Pupil transportation 6,813,857 6,386,281
Interest and other debt related charges 1,101,186 1,200,544
Food service operations 1,058,506 988,099
Other 463,381 442,719
Total Program Expenses 117,862,820 114,083,769
Extraordinary and Special ltems
Net revaluation, sale and/or disposal of capital assets 37,239 1,514,154
Cancellation of prior year receivable - (2,416)
Increase in Net Position $3,997,810 $3,344,098
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In addition to the net pension liability described above and the net results of activities shown on the previous
table, the following transactions had a significant impact on the Statement of Net Position:

e The principal retirement of debt related to bonds, loans, and capital leases totaling $3,890,511.
e Investments in capital assets exceeded depreciation on capital assets by $4,446,615.
e The issuance of new debt in the form of a capital lease in the amount of $2,400,000.

Revenues

Property taxes made up 57% of total revenue for the Mount Olive Township School District for the fiscal year
2018. Federal, state, and local aid and grants accounted for 38% of revenue. The remaining 5% of revenue
was derived from charges for services and other revenue, such as tuition income, transportation fees,
interest earnings, and miscellaneous income. The following chart illustrates the sources of revenue for the
fiscal year 2018:

Sources of Revenue for Fiscal Year 2018

Federal & State
Aid/Grants
38%

Property Taxes
57%

Charges for
Services and Other
Income
5%

Expenses

The total cost of all programs and services was $117,862,820. Direct instruction and instruction related
services comprised 69% of the District's total expenses. The following chart illustrates the District's
expenses for the fiscal year 2018:

Expenses for Fiscal Year 2018

Student &
Instruction Related
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16%

Administration
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Transportation 7 53%
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14% 204
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Direct instruction includes activities directly related to the interaction between teachers and students.
Instruction includes all regular and special education programs, basic skills/remedial programs, bilingual
education, before and after school programs, school sponsored co-curricular activities, and athletic programs.

Student and instruction related services includes out-of-district tuition, attendance and social work services,
health services, guidance services, educational media/library services, instructional staff training services,
curriculum development services, and other student related and extraordinary services such as one-on-one
aides, speech, physical therapy, occupational therapy, and services provided by child study team members.

Administration includes those expenses associated with school management and the overall administrative
and financial supervision of the District. This includes all costs associated with the activities of the school
board, the superintendent, the board secretary, the treasurer, the personnel office, the business office, the
technology department, and the administrative team of each school.

Maintenance and operation includes all costs associated with the activities of the District’s buildings and
grounds department. This includes all expenses related to keeping the facilities open, clean, comfortable,
and safe for use or in its original condition, including repairs and replacements to building systems and
fixtures. Salaries for all maintenance, custodial, and security personnel are recorded here, along with
contracted maintenance, repairs and cleaning services, property insurance and utilities.

Transportation includes all costs associated with the conveyance of students to and from school, including
transportation to and from school activities, as provided by state law. This includes the salaries of all
transportation personnel, contracted transportation, the maintenance and repair of transportation vehicles,
and transportation insurance.

Other expenses includes unallocated depreciation, interest on debt and debt related charges, and the
activities of the food service operations, the summer school programs, and building rental accounts.

Financial Analysis of the District’s Funds
Governmental Funds

The District maintains four individual governmental funds: the General Fund, the Special Revenue Fund, the
Capital Projects Fund, and the Debt Service Fund. The following is a summary of the financial activities of
the individual funds:

®,

% In the General Fund, revenues and other financing sources totaled $96,754,484 and expenditures and
other financing uses totaled $98,561,251, resulting in a net decrease in fund balance of $1,806,767.
The decrease in fund balance is primarily attributable to the District’s large investment in capital outlay.
During the 2018 fiscal year, the District transferred $2,743,760 into the equipment account to fund
unbudgeted equipment, machinery, and vehicle purchases and $1,138,840 into the construction
services account to fund unanticipated facility improvements and capital projects.

% In the General Fund, the year-end fund balance amounted to $11,857,519. Of this amount, $4,249,136
has been restricted for capital reserve, $1,256,630 has been restricted as excess surplus, which will be
appropriated and included as anticipated revenue in future operating budgets, $1,858,255 is committed
for specific purposes approved by the Board, $2,254,066 is assigned for subsequent year's
expenditures; and $551,762 is assigned for year-end encumbrances. The remaining balance of
$1,687,670 is unassigned and represents the maximum undesignated/unreserved (2%) fund balance of
$3,210,330 less the final state aid payment of $1,522,660 which is not recognized for GAAP purposes.

< In the Special Revenue Fund, both revenues and expenditures totaled $1,332,634 resulting in a year-
end fund balance of $0. A zero fund balance is customary in the Special Revenue Fund as grant
revenues are recognized only to the extent of grant expenditures.

% In the Capital Projects Fund, other financing sources totaled $2,900,000 and expenditures and other
financing uses totaled $2,900,000, resulting in a year-end fund balance of $0. Both of the District's
budgeted capital projects were completed within one year. A zero fund balance is customary when
there are no uncompleted capital projects at year-end.

% In the Debt Service Fund, revenues totaled $4,750,282 and expenditures totaled $4,754,870, resulting in
a net decrease in fund balance of $4,588. The year-end fund balance amounted to $6,495, which has
been appropriated and included as anticipated revenue in the 2019 Debt Service budget.
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Enterprise Funds

The District maintains five enterprise funds to account for all revenues and expenses pertaining to the
District's food service operations, the District's summer programs, and the rental of Building #2 at the
administrative complex. The following is a summary of the financial activities of the individual funds:

*.
o

In the Food Service Fund, revenues totaled $1,133,423 and expenses totaled $1,058,506, resulting in an
increase in net position of $74,917. Charges for services, which represent amounts paid by patrons for
meals, amounted to 69% of total revenue. Non-operating revenues, which include state and federal
subsidies, interest earnings, and miscellaneous income accounted for the remaining 31% of total
revenue. Personnel costs, including payroll taxes and employee benefits, and cost of sales accounted for
86% of operating expenses. The ending net position at June 30, 2018 amounted to $381,749. Of this
amount, $54,266 reflects the Fund’s investment in capital assets and $327,483 is unrestricted. The
Board employs an outside food service management company to oversee its food service operations.

Overall, revenues from summer programs totaled $175,223 and expenses totaled $169,991, resulting in a
net income of $5,232. However, two of the District's three summer programs sustained losses for the
2018 fiscal year and the General Fund had to subsidize the remedial summer school program in order to
maintain a positive net position. As a result, the District is exploring ways to make their summer programs
more profitable including, but not limited to, an increase in tuition.

The property rental account is used to account for the revenues and expenses related to the rental of
commercial office space in Building #2 of the administrative office complex located at 227 US Route 206
in Flanders NJ. Charges for services, which represent amounts paid by renters for office space,
amounted to $367,966, or 100% of total revenue. Operating expenses, such as building management
fees, depreciation, real estate taxes, utilities, interest, and maintenance and repairs amounted to
$238,458, thereby resulting in an increase in net position of $129,508 for the 2018 fiscal year. The
ending net position at June 30, 2018 amounted to $382,764. Of this amount, $235,300 reflects the
Fund’s investment in capital assets and $147,464 is unrestricted. The Board employs Fairclough
Realtors of Sparta, NJ to oversee the property rental account.

Internal Service Fund

In the 2018 fiscal year, the District established an internal service fund to account for its self-insurance
activities. The following is a summary of the financial activities of the fund:

R/
0.0

Operating revenues, which are comprised of health benefit contributions from the General Fund and the
District's employees, amounted to $12,452,688 for the 2018 fiscal year. Expenses, which are comprised
of insurance claims, excess liability insurance premiums, and administrative fees amounted to
$12,296,856, resulting in an operating income of $155,832 and an ending net position of $168,685.

Based on budgeted premiums, the 2017-2018 plan year produced a net positive experience of
$2,585,520, resulting in a refund of $510,291 to District employees.

Analysis of Governmental Fund Activity — Comparison to Prior Year

As demonstrated by the various statements and schedules included in the financial section of this report, the
District continues to meet its responsibility for sound financial management. The following schedule
presents a summary of the governmental fund revenues for the fiscal year ended June 30, 2018 and the
amount and percentage of increase/(decrease) in relation to prior year revenues.

Increase Percentage

Percent (Decrease) Increase
Revenue Amount of Total from 2017 (Decrease)
Local Sources $71,090,225 70.79% $1,765,039 2.55%
State Sources 27,920,961 27.80% 2,138,762 8.30%
Federal Sources 1,416,714 1.41% (43,995) -3.01%
$100,427,900 100.00% $3,859,806 4.00%
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The increase in local sources is attributable to an increase in the local tax levy. The local tax levy increased
$1,952,479, which represents a 2% rise over the prior year levy - the maximum growth rate permitted by
current legislation without voter approval. Revenue from other local sources decreased $187,440.

The increase in state sources is primarily attributable to an increase in state on-behalf pension, post-
retirement medical benefits, long term disability insurance premiums, and social security contributions
totaling $1,519,740. The District’s contribution to the Teachers Pension and Annuity Fund (TPAF) and the
District’s share of social security related to TPAF members is made by the State of New Jersey on behalf of
the Board. The increase in on-behalf payments accounted for 71% of the increase in state sources.

The decrease in federal sources is attributable to a decrease in revenues recognized for federally funded
grant programs.

The following schedule presents a summary of the governmental fund expenditures for the fiscal year ended
June 30, 2018 and the amount and percentage of increase in relation to prior year expenditures.

Increase Percentage
Percent (Decrease) Increase

Expenditures Amount of Total from 2017 (Decrease)
Current:

Distributed Expenditures-Instruction $32,555,775 31.11% $725,829 2.28%

Undistributed Expenditures 58,079,311 55.51% 3,538,112 6.49%

Capital Outlay 9,248,199 8.84% 3,752,746 68.29%

Debt Service 4,754,870 4.54% (147,040) -3.00%

$104,638,155 100.00% $7,869,647 8.13%

Distributed Expenditures-Instruction includes all activities associated with the instructional programs
including regular and special education, basic skills and remedial instruction, bilingual education, before and
after school programs, and school sponsored co-curricular and athletic programs. The increase in
distributed expenditures is attributable to an increase in instructional salaries totaling $1,130,154. Like most
service entities, salaries comprise the vast majority of the District's expenses. Salary increases are the
result of negotiated pay rates, coupled with the need for additional instructional staff to meet the demands of
the educational program and students with special needs.

Undistributed Expenditures includes all support activities that facilitate and enhance the instructional
programs including out-of-district tuition, attendance and social work services, health services, guidance
services, educational media/library services, instructional staff training services, curriculum development
services, and other student related and extraordinary services such as speech, physical therapy,
occupational therapy, and services provided by child study team members. This category also includes all
school and general administrative services, custodial and maintenance services, and pupil transportation
services. Approximately 75% of the increase in undistributed expenditures is attributable to increases in
salaries and employee benefits, including payments made by the State of New Jersey on behalf of the
Board.

Capital Outlay includes machinery and equipment purchases greater than $2,000, facilities acquisition and
construction services, and assets acquired under capital leases. During the 2018 fiscal year, machinery and
equipment purchases totaled $1,437,833 and facilities acquisition and construction services totaled
$5,410,366. The District also entered into a capital lease in the amount of $2,400,000 for the purchase and
installation of an air dome at Mount Olive High School. The significant amount invested in capital outlay
reflects the District’s continued commitment to improve its facilities, to upgrade its fleet of vehicles, to
replace obsolete machinery and equipment, and to provide enhanced technology to its students.

Debt Service includes all of the District's bonded debt and loan obligations. The District's debt service
requirements are driven by the amount of annual maturities and the corresponding interest payments for
each debt obligation. In the 2018 fiscal year, the District's principal payments decreased by $230,000 while
associated interest payments increased by $82,960.
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General Fund Budgeting Highlights

The District’s budget is prepared in accordance with New Jersey law, and is based on accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The District uses program
based budgeting, which is designed to tightly control total program budgets, while providing flexibility for
program management. The most significant budgeted fund is the General Fund.

Statements showing the District’'s original and final budget compared with actual operating results are
provided in this CAFR beginning on page 74 for the General Fund. The District's actual year-end results
were significantly better than had been projected, as conservative budgetary practices are customary.

The following points highlight key areas of the 2017-2018 General Fund budget:

>

The Board twice amended the 2017-2018 General Fund budget to appropriate unbudgeted tuition
revenue from the K-Excel extended kindergarten program in the amount of $162,607 and additional
state aid in the amount of $311,127.

On-behalf TPAF pension, post-retirement medical benefits, long term disability insurance premiums, and
social security contributions (“on-behalf payments”) are not required to be included in the original
budget; however, these items are reflected as revenue and expenditures in the financial statements in
accordance with GASB Statement No. 24 paragraphs 7 through 13.

Excluding on-behalf payments, revenues exceeded budgeted estimates by $2,484,882, or 3.1% of
anticipated revenues. Nearly 60% of the excess is attributable to extraordinary aid, which amounted to
$1,475,494 for the current fiscal year. Extraordinary aid is state aid for special education students
whose individual program costs exceed certain monetary levels established by the state. This aid is not
budgeted since the amount the state will fund is unknown at the time the budget is prepared. In
recognition of this, the state allows extraordinary aid to be excluded from the excess surplus calculation
and to be appropriated in the subsequent year's budget without prior approval from the Executive
County Superintendent.

Tuition income is derived from the K-Excel program, the international education partnership with Edu-
Link, and tuition received from other school districts located within New Jersey for educating students
that reside within the paying district. Tuition is budgeted based on the number of projected incoming
students at the time the budget is prepared. In the 2018 fiscal year tuition income exceeded budgeted
estimates by $374,439.

Interest income is budgeted based on historical cash balances and existing interest rates. For the 2018
fiscal year, rising interest rates produced interest income in excess of budgeted estimates by $182,681.
Transportation fees are derived from transportation jointures with surrounding school districts, fees paid
by students for transportation on school field trips, and from fees charged to the Township Recreation
Department and the Mount Olive Child Care and Learning Center for special transportation needs. In the
2018 fiscal year, transportation fees exceeded budgeted estimates by $16,146.

Miscellaneous income includes revenue collected for book fines, parking permit fees, facilities usage,
prior year refunds, Sunset Academy fees, and other unanticipated revenues. Miscellaneous income can
fluctuate dramatically from year to year, based on the uncertain nature of these receipts. In the 2018
fiscal year, actual revenues exceeded budgeted estimates by $321,274. The difference is largely
attributable to the rental of the air dome totaling $233,495.

Excluding capital leases and state on-behalf payments, unexpended budget appropriations totaled
$3,929,372, or 4.7% of the final budget. Of this amount, $2,410,017 has been reserved for
encumbrances, which will be expended in the subsequent fiscal year. The percentage of unexpended
budget appropriations falls to 1.8% when taking into account the amount reserved for encumbrances.
The 2017-18 budget was adopted based on existing and known factors at the time the budget was
prepared. Accordingly, the District amended its General Fund budget as needed, based on the actual
results of operations. Throughout the course of the year, the Board approved line item transfers
whenever a line item was in danger of falling into a deficit balance. Balances remaining in under-
expended line items were sufficient to cover those line items requiring additional funds. Line item
transfers, which on a cumulative basis exceed 10 percent of the amount included in the original budget,
require the approval of the Executive County Superintendent as well as the Board. During the 2017-18
school year, the Board sought County authorization to exceed the 10 percent transfer limit eight times.
The Executive County Superintendent approved transfers from the out-of-district tuition account and the
health benefits account to fund the installation of a water line at the Chester M. Stephens Elementary
School, the construction of a pole building at Mount Olive High School, the purchase of 10 54-passenger
school buses and 4 24-passenger school vans, the purchase of equipment related to year-end
technology upgrades, and the replacement of a boiler at Mt. View Elementary School.
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Capital Assets

The capitalization threshold used by school districts in the State of New Jersey is $2,000. Acclaim Inventory
LLC conducts an annual inventory of the District's capital assets. At June 30, 2018, the District had
$79,907,926 invested in land, site improvements, buildings, furniture, machinery and equipment. The
following table illustrates the District’'s investment in capital assets, net of depreciation.

Table 3
Capital Assets (Net of Depreciation)
2018 2017
Land $ 2,028,259 | $ 2,028,259
Site and site improvements 7,218,811 5,164,305
Building and building improvements 64,254,391 62,309,085
Furniture, equipment and machinery 6,406,465 5,922,423
Total Capital Assets $ 79,907,926 | $ 75,424,072

Overall, the District invested $9,131,737 in capital assets for the fiscal year 2018. Of this amount,
$2,429,847 was invested in site and site improvements, $5,342,301 was invested in building and building
improvements, and $1,359,589 was invested in furniture, equipment, and machinery. Depreciation expense
for the current fiscal year totaled $4,685,122. In addition, the sale and/or disposition of capital assets
resulted in a net reduction of $47,750 and the physical inventory performed by Acclaim Inventory LLC
resulted in a net revaluation adjustment of $84,989.

Additional information on the District's capital assets can be found in Note 8 of the notes to the basic
financial statements.

Debt Administration
At June 30, 2018, the District had $69,760,012 in long-term outstanding debt, of which $6,557,711 is due
within one year. The following table illustrates the District’s outstanding debt at June 30, 2018 and June 30,
2017.

Table 4
Outstanding Debt

2018 2017

Outstanding Bonds, Loans and Notes

2011 Refunding Bonds - ERIP Liability $ 605,000 | $ 790,000
2012 Refunding Bonds - High School Additions and Renovations 2,490,000 3,705,000
2014 Refunding Bonds — Mt. Olive Middle School/District Expansion 11,085,000 13,030,000
2016 Refunding Bonds - High School Additions and Renovations 7,430,000 7,430,000
2016 Refunding Bonds - High School Additions and Renovations 7,985,000 7,985,000
Other Noncurrent Liabilities

Capital Leases Payable 3,209,081 1,193,296
Building Lease Payable 1,388,748 1,550,044
Net Pension Liability 30,272,597 38,972,458
Unamortized Bond Issuance Premium 3,542,737 4,152,161
Accrued Compensated Absences Payable 1,751,849 1,694,574
Total Long-term Outstanding Debt $ 69,760,012 | $ 80,502,533
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State statutes limit the amount of bonded debt a school district may issue. As a result, the Mount Olive
School District’s debt is limited to 4% of the average equalized valuation of taxable property. The current
debt limitation for the Mount Olive School District is $125,914,346, resulting in an available borrowing margin
of $96,319,346 at June 30, 2018.

At June 30, 2018 the District had no authorized but unissued debit.

Additional information on the District's long-term outstanding debt can be found in Note 9 of the notes to the
basic financial statements.

Factors Bearing on the District’s Future

Like most school districts in New Jersey, the District’'s primary sources of funding are property tax revenue
and state aid. State aid comprised 17.5% of the District’s original 2018 operating budget while local property
taxes accounted for 74.8% of budgeted revenue. As a result, the financial well-being of the District is tied in
large measure to the actions of the state legislature. Current legislation restricts the growth rate on local
property taxes to 2%. However, the law does allow for an increase in the 2% limitation, if needed, provided
that it is approved by the voters. Significant cuts in state funding and/or further restrictions on the growth
rate of the local property tax levy could have a substantial impact on the District's programs and services.

The School District resides in a primarily residential community with support from varied commercial and
retail property. The Township’s population has steadily increased over the past 10 years, while student
enrollment has decreased. However, there are several major housing developments at various stages of
completion that could impact student enrollment. At the present time, there is adequate capacity within the
District to meet the general classroom enrollment projections, both now and in the near future. However, the
Board is mindful of the potential impact these housing developments might have on the enrollment of
individual schools within the District. As a result, the Board continually monitors the municipal population
and housing trends to ensure that sufficient school facilities are available to meet the needs of its student
population while keeping class sizes to a minimum.

Increased expenditures from inflationary pressures, the growing cost of employee health care, increases in
contributions to the retirement system, and mandated special education costs present an enormous
challenge for the District's administration. Thus far, the 2% increase in local tax revenue and modest
increases in state aid, coupled with the District’s stringent budgetary measures, have been sufficient to allow
the District to maintain its existing programs and services. Nevertheless, the District’s administration
continues to closely monitor the cost of operations and to search for new funding sources in order to
maintain the quality educational services that the Mount Olive School District is accustomed to providing.

The District employs three separate bargaining units: the Education Association of Mt. Olive (“EAMQ”), the
International Brotherhood of Teamsters Local 97 (“Teamsters”), and the Mt. Olive Administrators and
Supervisors Association. All labor agreements are currently settled through 2020. Each bargaining unit
agreement has a significant impact on the District's future operating budgets as salaries and benefits
comprise more than three-quarters of the District’s operating budget.

The Board is involved in several claims and lawsuits incidental to its operations. In the opinion of the
administration and legal counsel, the ultimate resolution of these matters is either unknown, or will not have
a material adverse effect on the financial position of the District.

Contacting the School District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors, and creditors with a general
overview of the District’s finances and to demonstrate the District’s accountability for the money it receives.
If you have questions about this report or need additional information, please contact the Board Secretary,
Lynn Jones, at the Mount Olive Township School District Administration Building, 227 US Route 206,
Flanders, NJ 07836. Please visit our website at www.mtoliveboe.org.
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BASIC FINANCIAL STATEMENTS




DISTRICT-WIDE FINANCIAL STATEMENTS

The district-wide financial statements are designed to provide readers with a broad overview of the District’'s
finances, in a manner similar to a private-sector business. Two statements make up the district-wide financial
statements - the Statement of Net Position and the Statement of Activities. These statements provide
information about the financial activities of the whole District, except for fiduciary activities, and present both an
aggregate view and a longer-term view of the school district’s finances. The statements include all assets and
liabilities using the accrual basis of accounting, which takes into account all of the current year’s revenues and
expenses regardless of when cash is received or paid. Eliminations have been made to minimize the double-
counting of internal activities. The statements distinguish between the governmental and business-type activities of
the District.



MOUNT OLIVE TOWNSHIP SCHOOL DISTRICT

STATEMENT OF NET POSITION
JUNE 30, 2018

Governmental  Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 7,721,034 $ 680,396 $ 8,401,430
Receivables, net 2,277,198 35,420 2,312,618
Inventory - 13,115 13,115
Restricted assets:
Cash and cash equivalents 11,930 4,941 16,871
Capital reserve account - cash 4,249,136 - 4,249,136
Capital assets, non-depreciable 1,377,059 651,200 2,028,259
Capital assets, depreciable, net 76,852,553 1,027,114 77,879,667
Total Assets 92,488,910 2,412,186 94,901,096
DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on defeasance of debt 1,131,598 - 1,131,598
Deferred amounts related to PERS pension liability 8,493,030 - 8,493,030
Total Deferred Outflows of Resources 9,624,628 - 9,624,628
LIABILITIES
Current liabilities:
Accounts payable 2,678,094 60,377 2,738,471
Unearned revenue 27,400 108,334 135,734
Escrow deposits payable - 4,941 4,941
Accrued interest payable 592,611 66,597 659,208
Accrued liability for insurance claims 839,268 - 839,268
Noncurrent liabilities:
Due within one year 6,467,643 90,068 6,557,711
Due beyond one year 61,903,621 1,298,680 63,202,301
Total Liabilities 72,508,637 1,628,997 74,137,634
DEFERRED INFLOWS OF RESOURCES
Deferred amounts related to PERS pension liability 6,917,800 - 6,917,800
Total Deferred Inflows of Resources 6,917,800 - 6,917,800
NET POSITION
Net investment in capital assets 43,574,301 289,566 43,863,867
Restricted for:
Capital projects 4,249,136 - 4,249,136
Debt service 6,495 - 6,495
Excess surplus 1,256,630 - 1,256,630
Unrestricted/(Deficit) (26,399,461) 493,623 (25,905,838)
Total Net Position $ 22,687,101 $ 783,189 $ 23,470,290

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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A-2
MOUNT OLIVE TOWNSHIP SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Net (Expense) Revenue and

Program Revenues 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 programs $ 44,217,503 $1,424,544 $ 14,764,414 $ $(28,028,545) $ - $(28,028,545)
Special education programs 12,801,445 557,530 7,427,744 (4,816,171) - (4,816,171)
Other instructional programs 2,319,502 52,352 990,734 (1,276,416) - (1,276,416)
School sponsored programs 2,584,821 405,793 249,876 (1,929,152) - (1,929,152)
Support services:
Tuition 2,458,205 - 1,475,494 (982,711) - (982,711)
Student & instruction related services 16,156,474 387,884 4,849,192 (10,919,398) - (10,919,398)
School administrative services 6,565,270 169,964 1,983,122 (4,412,184) - (4,412,184)
Other administrative services 4,316,030 82,991 471,473 (3,761,566) - (3,761,566)
Plant operations and maintenance 17,006,640 567,500 797,181 (15,641,959) - (15,641,959)
Pupil transportation 6,813,857 168,288 1,011,109 (5,634,460) - (5,634,460)
Unallocated depreciation 54,932 - - (54,932) - (54,932)
Interest and other debt related charges 1,101,186 - 516,219 (584,967) - (584,967)
Total governmental activities 116,395,865 3,816,846 34,536,558 (78,042,461) - (78,042,461)
Business-type activities:
Food service 1,058,506 786,157 342,541 - 70,192 70,192
Summer programs 169,991 173,910 - - 3,919 3,919
Property rentals 238,458 367,966 - - 129,508 129,508
Total business-type activities 1,466,955 1,328,033 342,541 - 203,619 203,619
Total primary government $117,862,820 $5,144,879 $ 34,879,099 $ $ (78,042,461) 203,619 $(77,838,842)
General revenues:
Taxes:
Property taxes, levied for general purposes, net $ 65,274,998 - $ 65,274,998
Taxes levied for debt service 4,234,063 - 4,234,063
Federal and State aid not restricted 11,893,389 - 11,893,389
Investment earnings 257,534 6,038 263,572
Miscellaneous income 133,391 - 133,391
Extraordinary item - loss on sale of capital assets (47,750) - (47,750)
Extraordinary item - appraisor adjustment to capital assets 84,989 - 84,989
Transfers (1,100) 1,100 -
Total general revenues, special items, extraordinary items and transfers 81,829,514 7,138 81,836,652
Change in Net Position 3,787,053 210,757 3,997,810
Net Position - Beginning 18,900,048 572,432 19,472,480

Net Position - Ending $ 22,687,101 $ 783,189 $ 23,470,290

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

The fund financial statements and schedules present more detailed information for the individual funds in a format
that segregates information by fund type.



B-1
MOUNT OLIVE TOWNSHIP SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2018

Major Funds

Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
ASSETS
Cash and cash equivalents $ 6,177,713 % -8 - 3 - $ 6,177,713
Restricted cash and cash equivalents 4,249,136 - 5,435 6,495 4,261,066
Due from other funds 357,709 - - - 357,709
Receivables from other governments 1,713,083 453,286 - - 2,166,369
Other accounts receivable 83,175 - - - 83,175
Total assets $ 12,580,816 $ 453,286 % 5435 $ 6,495 $ 13,046,032
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 689,172 $ 109,137 $ - % - $ 798,309
Deposits payable 6,725 - - - 6,725
Due to other funds - 344,149 5,435 - 349,584
Unearned revenue 27,400 - - - 27,400
Tota