SOUTH ORANGE AND MAPLEWOOD
SCHOOL DISTRICT

BOARD OF EDUCATION

COUNTY OF ESSEX
MAPLEWOOD, NEW JERSEY

COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR
ENDED JUNE 30, 2018




SOUTH ORANGE AND MAPLEWOOD SCHOOL DISTRICT
COUNTY OF ESSEX, NEW JERSEY

COMPREHENSIVE ANNUAL FINANCIAL REPORT
JUNE 30, 2618

TABLE OF CONTENTS

PAGE(S
INTRODUCTORY SECTION 1
Letter of Transmittal 2-4
Organizational Chart 5
Roster of Officials 6
Consultants and Advisors 7
FINANCIAL SECTION 8
Independent Auditor's Report 9-11
Required Supplementary Information — Part I 12
Management’s Discussion and Analysis 13-25
Basic Financial Statements 26
A. District-wide Financial Statements 27
A-1 Statement of Net Position 28
A-2  Statement of Activities 29
B. Fund Financial Siatements 30
Govermnmental Funds: 31
B-1 Balance Sheet 32-33
B-2  Statement of Revenues, Expenditures, and Changes in
Fund Balances 34 .35
B-3  Reconciliation of the Statement of Revenues,
Expenditures. and Changes in Fund Balances of
Governmental Funds to the Statement of Activities 36
Proprietary Funds: 37
B-4  Statement of Net Position 38
B-5 Statement of Revenues, Expenses, and Changes in
Net Position 39
B-6  Statement of Cash Flows 40
Fiduciary Funds: 41
B-7  Statement of Fiduciary Net Position 42
B-8  Statement of Changes in Fiduciary Net Position 43




Notes to the Financial Statements

Required Supplementary Teformation — Part 11

. Budgetary Comparison Schedules

C-1  Budgetary Comparison Schedule - General Fund

C-1la Combining Budgetary Comparison Schedule - General Fund

C-1b  American Recovery and Reinvestment Act- Budget and Actual
C-2  Budgetary Comparison Schedule - Special Revenue Fund

Notes toc Required Supplementary Information — Part I

C-3  Budgetary Comparison Schedule - Note to RSI

Required Supplementary Information — Part X1}

Schedules Related to Accounting and Reporting for Pensions (GASB 68)

L-1  Schedule of the District’s Proportionate Share of the Net Pension
Liability - PERS

L-2  Schedule of District Contributions -~ PERS

L-3  Schedule of the District’s Proportionate Share of the Net Pension
Liability ~ TPAF

L-4  Schedule of the District’s Share of the Net Pension Liability

Notes to Required Supplementary Pension Information
. Schedules Related to Accounting and Reporting for OPEB (GASB 75)

M-1  Schedule of the District’s Proportionate Share of the Net OPEB
Liability

Notes to Required Supplementary OPEB Information

Other Supplementary Information

. School Level Schedules:

D-1  Combining Balance Sheet

D-2  Blended Resource Fund - Schedule of Expenditures
Alocated by Resource Type ~ Actual

D-3  Blended Resource Fund - Schedule of Blended Expenditures
Budget and Actual

-~

PAGE(S)
44 - 83
84
85
86 - 95
N/A
N/A
96 - 97
98
89
100
101
102
103

104
105

106

107

108
109
110
i1
N/A
N/A

N/A




PAGE(S)

E. Special Revenue Fund: 112
E-1  Combining Schedule of Revenues and Expenditures
Special Revenue Fund - Budgetary Basis 113-118
E-2  Preschool Education Aid - Schedule of
Expenditures - Budgetary Basis 119
E-3 Early Childhood Program Aid Schedule of Expenditures
- Budgetary Basis N/A
E-4  Distance Learning Network Aid Schedule of
Expenditures - Budgetary Basis N/A
E-5 Instructional Supplemental Aid Schedule of
Expenditures - Budgetary Basis N/A
F. Capital Projects Fund: 120
E-1 Summary Schedule of Project Expenditures 121-122
E-2 Summary Schedule of Revenues, Expenditures, and Change
in Fund Balance - Budgetary Basis 123

F-2a(l) Scheduie of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Tuscan Elementary School

Roof Replacement 124
F-2a(2)  Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Clinton Elementary School

Roof Replacement 125
F-2a(3)  Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Jefferson Elementary School

Roof Replacement 126
F-2a(4)  Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Maplewood Middle School

Bleacher Replacement 127
F- 2a(5) Schedule of Project Revenues, Expenditures, Proiect Balance

and Project Status - Budgetary Basis - Maplewood Middle School

Bathroom Renovations 128
F-2a(6)  Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Seth Boyden Elementary

School Bathroom Renovations 129
F-2a(7)  Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Clinton Elementary School

Bathroom Renovations 130
F-2a(8)  Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Maplewood Middle School

Auditorium Ventilation 131
F-2a(9) Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Maplewood Middle School

Addition 132
F-2a(10) Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Jefferson Elementary School

Mechanical Upgrades 133
F-2a(11) Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Columbia High School

Water Infiltration Repairs 134

~iii-




F. Capital Projects Fund: (Cont’d.)

F-2a(12)

F- 2a(13)

F- 2a(14)

F- 2a(15)

F- 2a(16)

F-2a(17)

F- 2a(18)

F-2a(19)

F- 2a(20)

F-2a(21)

F- 2a(22)

F-2a(23)

F- 2a(24)

F- 2a(25)

F-2a(26)

F-2a(27)

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status -~ Budgetary Basis — Columbia High School
Mechanical Upgrades

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Columbia High School
Roof Replacement D Wing

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Columbia High School
Roof Replacement B & D Wing

Schedule of Project Revenues, Expenditures, Proiect Balance

and Project Status - Budgetary Basis — Maplewood Middle School
Window Replacements

Schedule of Project Revenues, Expenditures, Proiect Balance

and Project Status - Budgetary Basis — Clinton Elementary School
Window Replacemenis

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Marshall Elementary School

Partial Roof Replacement

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis ~ Seth Boyden Elementary
School Barrier Free Upgrades

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Jefferson Elementary School
Partial Roof Replacement

Schedule of Project Revenues, Expenditures, Project Balance

and Proiect Status - Budgetary Basis — South Mountain Annex
Partial Roof Replacement

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis - Montrose Elementary
School Alterations

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Columbia High School
Generator

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Maplewood Middle School
Lab Conversion

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Tuscan Elementary School
Window Replacement

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Clinton Elementary School
Restroom Replacement

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Jefferson Elementary
School Electrical Upgrades

Schedule of Project Revenues, Expenditures, Project Balance

and Project Status - Budgetary Basis — Seth Boyden Elementary
School Electrical Upgrades

~Iy-

PAGE(S)

135

136

137

138

139

140

141

142

143

144

145

146

147

148

149

150




PAGE(S)

G. Proprietary Funds: 151
Enterprise Fund: 152
G-1  Combining Statement of Net Position 153
G-2  Combining Statement of Revenues, Expenses and Changes

in Net Position 154
G-3  Combining Statement of Cash Flows 155
Internal Service Fund: 156
G-4  Combining Statement of Net Position N/A
G- 5  Combining Statement of Revenues, Expenses, and

Changes in Fund Net Position N/A
G- 6  Combining Statement of Cash Flows N/A

H. Fiduciary Funds: 157
H-1  Combining Statement of Fiduciary Net Position 158
H-2  Combining Statement of Changes in Fiduciary Net Position 159
H-3  Schedule of Receipts and Disbursements - Student Activity

Agency Fund 160
H-3a Schedule of Receipts and Disbursements - Columbia IS Funds 161 - 162
H-4  Schedule of Receipts and Disbursements - Payroll Agency Fund 163
H-5  Schedule of Receipts and Disbursements - Net Payroll Account 164

I. Long-Term Debt: 165
I-1 Schedule of Serial Bonds 166 - 167
[- 2 Schedule of Obligations Under Capital Leases N/A
[- 3 Budgetary Comparison Schedule - General Long Term Debt 168

STATISTICAL SECTION (Unaudited) 169

Financial Trends 170
J-1 Net Assets by Component 171
J-2a  Changes in Net Assets /Net Position 172
J-2b  Changes in Net Assets /Net Position 173
J-3 Fund Balances, Governmental Funds 174
13-4 Change in Fund Balances, Governmental Funds 175
I-5 General Fund - Other Local Revenue by Source 176

Revenue Capacity Y77
J-6 Assessed Value and Actual Value of Taxable Property 178
J-7 Direct and Overlapping Property Tax Rates 179
J-8 Principal Property Taxpayers 180
J-9 Property Tax Levies and Collections 181

Debt Capacity 182
J-10  Ratios of Outstanding Debt by Type 183
J-11  Ratios of Net General Bonded Debt Qutstanding 184
J-12  Direct and Overlapping Governmental Activities Debt 185
J-13  Legal Debt Margin Information 186




STATISTICAL SECTION (Unaudited) (Cont’d.)

Demographic and Economic Information

J-14
J-15

Demographic and Economic Statistics
Principal Employers

Operating Information

J-16
J-17
J-18
I-19
J-20

Full-time Equivalent District Employees by Function/Program
Operating Statistics

School Building Information

Schedule of Required Maintenance

Insurance Schedule

SINGLE AUDIT SECTION
Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance With Government
Auditing Standards
Report on Compliance for Each Major State Program; Report on
Internal Control Over Compliance; and Report on the Schedule
Of Expenditures of State Financial Assistance Required by Uniform
Guidance and New Jersey OMB Circular 15-08
Schedule of Expenditures of Federal Awards, Schedule A

Schedule of Expenditures of State Financiai Assistance,
Schedule B

Notes to the Schedules of Awards and Financial Assistance
Schedule of Findings and Questioned Costs

Summary Schedule of Prior Audit Findings

i

PAGE(S)

187
188
189
190
191
192
193 -194
195
196 - 197

198

199 - 200

201 - 203

204 - 205

206 - 207
208 - 209
210-212

213




INTRODUCTORY SECTION




BOARD OF EDUCATION
School District of South Orange-Maplewood
525 Academy Street
Maplewood, New Jersey 07040

January 25, 2019

Honorable President and

Members of the Board of Education

South Orange and Maplewood School District
South Orange and Maplewood, New Jersey

Dear Board Members:

The comprehensive annual financial report of the South Orange and Maplewood School District
(District) for the fiscal year ended June 30, 2018, is hereby submitted. Responsibility for both the
accuracy of the data and completeness and fairness of the presentation, including all disclosures, rests
with the management of the Board of Education (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
fairly present the financial position and results of operations of the various funds and account groups of
the District. All disclosures necessary to enable the reader to gain an understanding of the District's
financial activities have been included.

The comprehensive annual financial report is presented in four sections: introductory, financial,
statistical, and single audit. The introductory section includes this transmittal letter, the District's
organizational chart and a list of principal officials. The financial section includes management's
discussion and analysis (MD&A), the general-purpose financial statements and schedules, as well as
the auditor's report The statistical section includes selected financial and demographic information,
generally presented on a multi-year basis. The District is required to undergo an annual single audit in
conformity with the provisions of the Single Audit Act of 1984 and the Title 2 US Code of Iederal
Regulations Part 200, Uniform administrative Requirements, Cost Principals and Audit Requirements
for Federal Awards (the “Uniform Guidance™) and the State Treasury Circular Letter 15-08 OMB,
“Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid Payments”.
Information related to this single audit, including the auditor's report on the internal control structure
and compliance with applicable laws and regulations and findings and recommendations are included
in the single audit section of this report.

1. REPORTING ENTITY AND ITS SERVICES:

The School District of South Orange and Maplewood is an independent reporting entity within the
criteria adopted by the Governmental Accounting Standards Board (GASB) as established by GASB
Statement No. 14. All funds and account groups of the District are included in this report The South
Orange and Maplewood Board of Education and all of its schools constitute the District's reporting
entity. As a reporting entity, the District exercises oversight for all activities related to public
education in the two municipalities.
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The School District of South Orange and Maplewood did not arise from a consolidation of two
districts, but simply remained one in spite of the division in 1904 into two municipalities of
the old township of South Orange, which from 1863 comprised the territory now occupied by
the school district The District is governed by a nine-member Board of Education elected to
serve alternating three-year terms.

2. INTERNAL ACCOUNTING CONTROLS:

District management is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the District are protected from loss, theft or misuse and to
ensure that adequate accounting data are compiled to allow for the preparation of financial
statements in conformity with generally accepted accounting principles (GAAP). The internal
control structure is designed to provide reasonable, but not absolute, assurance that these
objectives are met The concept of reasonable assurance recognizes that 1) the cost of a control
should not exceed the benefits likely to be derived; and 2) the valuation of costs and benefits
requires estimates and judgments by management.

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

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

3. BUDGETARY CONTROLS:

In addition to internal accounting controls, the District maintains budgetary controls. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied
in the annual appropriated budget approved by the Board of School Estimate. Annual appropriated
budgets are adopted for the general fund {Fund 10), the special revenue fund (Fund 20) and the
debt service fund (Fund 40). Project-length budgets are approved for capital improvements
accounted for in the capital projects fund (Fund 30). The final budget amount as amended for
the fiscal year is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a
line item basis. Open encumbrances at year-end are either canceled or are included as a
reappropriation of fund balance in the subsequent year. Those amounts to be reappropriated are
reported as reservations of fund balance on June 30. 2018.

4. ACCOUNTING SYSTEM AND REPORTS:

The District's accounting records reflect generally accepted accounting principles, as
promulgated by the Governmental Accounting Standards Board {GASB). The accounting
system of the District is organized on the basis of funds and account groups. These funds and
account groups are explained in "Notes to the Financial Statements”, Note 1.
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5. INDEPENDENT AUDIT:

State statutes require an annual audit by independent certified public accountants or registered
municipal accountants. The accounting firm of Hodulik & Morrison, PA., was selected by the
Board to perform the fiscal year 2018 audit. In addition to meeting the requirements set forth in
state statutes, the audit also was designated to meet the requirements of the Single Audit Act of
1984 and the related Uniform Guidance and state Treasury Circular Letter 15-08 OMB. The
auditor's report on the general-purpose financial statements and combining and individual fund
statements and schedules is included in the financial section of this report. The auditor's reports
related specifically to the single audit are included in the single audit section of this report.

6. ACKNOWLEDGMENTS:

We would like to express our appreciation to the members of the South Orange and Maplewood
Board of Education for their concern in providing fiscal accountability to the citizens and

taxpayers of the school district and thereby contributing their full support to the development
and maintenance of our financial operations, The preparation of this report could not have been
accomplished without the efficient and dedicated services of our financial and accounting staff.

Respectfully submitted,
Dr. Thomas'¥icarya aul Roth
Superintendent Board Secretary and

School Business Administrator
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INDEPENDENT AUDITOR’S REPORT

Honorable President and Members

of the Board of Education
School District of South Orange and Maplewood
Maplewood, New Jersey

REPORT ON 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 School District of South Orange and Maplewood, in the County of
Essex, State of New Jersey, as of and for the fiscal 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 misstatement,
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 standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and audit requirements as
prescribed by the Division of Finance, Department of Education, State of New Jersey. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making these 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.
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We believe that our audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

OPINIONS

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 School District of South Orange
and Maplewood, in the County of Essex, State of New Jersey, as of June 30, 2018 and the
respective changes in financial position and cash flows, where applicable, for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

EMPHASIS OF MATTHER

As discussed in Notes T and 7 to the financial statements, during the fiscal year ending June 30,
2018, the Board of Education of the School District of South Orange and Maplewood
implemented the provisions of Statement Number 75 of the Governmental Accounting Standards
Board (GASB 75). GASB 75 changed the measurement criteria and reporting provisions relating
to the District’s proportionate share (if any), of the annual expense and net liability of the post-
retirement employee benefits other than pensions (OPEB) of plans in which its employees are
enrolled. As the State of New Jersey is solely responsible for the funding of all local education
agency OPEB plans for the provisions of health benefits, and the Board of Education of the
School District of South Orange and Maplewood offers no additional OPEB plans, no additional
disclosures were required to the accompanying statement of net position. The accompanying
statement of activities discloses the allocated expense of the OPEB plan, and an equal revenue to
reflect the existing Special Funding Situation, for the year based upon GASB 75 implementation.
Note 6 of the Notes to the Financial Statements also discloses the District’s proportionate share,
for information purposes only, of the state sponsored OPEB Plan. Our Opinion is not modified
with respect to this matter.

OTHER MATTERS

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, including the Notes
thereto, and pension plan information, including the Notes thereto, as listed in the table of
contents be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. 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 inquires, 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 School District of South Orange and Maplewood’s basic financial
statements as a whole,
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The accompanying other supplementary information, consisting of the combing and individual
fund financial statements, and long-term debt schedules, 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, the
schedule of state financial assistance, required by New Jersey OMB Circular 15-08, and the other
information, including the introductory section and the statistical section, as listed in the table of
contents, are presented for purpose of additional analysis and are not a required part of the

financial statements.

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

The introductory section and statistical section have not been subjected 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 them.

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 School District of South Orange and Maplewood’s
internal control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of our audit performed in accordance
with Government Auditing Standards in considering the School District of South Orange and
Maplewood’s internal control over financial reporting and compliance.

Wedutd * Musscse, PA

HODULIK & MORRISON, B.A.
Certified Public Accountants
Public School Accountants .

Robert 8. Morrison
Public School Accountant
PSA # 871

Highland Park, New Jersey
January 25, 2019
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2018

(UNAUDITED)

This section of South Orange and Maplewood School District’s annual financial report
presents a discussion and analysis of the District’s financial performance during the fiscal
year that ended on June 30, 2018. It is intended to review the School District’s financial
activities so that, when read in conjunction with the transmittal letter at the front of this
report and the District’s financial statements immediately following this section, the
reader will have an enhanced understanding of the District’s financial performance.

FINANCIAL HIGHLIGHTS
The District’s financial status remained strong despite external economic forces on the
district.

Total net financial position of the district’s governmental and business-type
activities increased by $2,532,746 to $32,293,506 as of June 30, 2018, an increase
of 8.51% from 2017. Favorable budget variances were more than sufficient to
replenish the budgeted use of net financial position. State aid, exclusive of “On-
behalf” contributions required by the State constitution, remained at prior year
levels during the year, requiring a 3.61% increase in the tax levy to support
expected increases in costs. Table A-1 below details the changes in net position.

Management of spending resulted in maintaining a General Fund balance of
$14,142,690, an increase of $3,591,982 or 34.04%. The District was able to
allocate $1,845,184 to the Capital Reserve Account and $1,453,759 1o the
Maintenance Reserve Account to reduce its reliance on external financing for
infrastructure maintenance while still designating almost $2.4 million for tax
relief in the 2019-20 budget cycle.

The unrestricted governmental activities net position as of June 30, 2018 was a
deficit of $20,248,906, an increase of $485,018 from amounts reported in the
previous year. This change is primarily attributable to an increase of $800,000 in
the net pension liability attributed to the District for employees enrolled in the NJ
Public Employees Retirement System. General Fund unassigned fund balance at
June 30, 2018 was $1,088,584 (Exhibit B-1). This amount is equal to 0.81% of
2017-18 expenditures. Board policy considers the maintenance of a minimum of
3% fund balance to be prudent. The amount of unreserved funds is below board
policy due to the NJDOE requirement that an amount in excess of 2% must be
legally restricted as surplus for appropriation in the budget for subsequent years.
A total of $4,778,676 has been legally reserved for that purpose. The NJDOE
includes state aid in the amount of $1,947,570 in the calculation of budgetary
basis surplus even though the funds were not appropriated by the State on June
30, 2018 and receipt was deferred until after June 30, 2018. Generally accepted
accounting principles preclude the recognition of these funds, and they are not
reflected in the fund balance as presented in the financial statements on June 30,
2018.
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The Capital Reserve Fund balance as of June 30, 2018 was $1,845,184. The
Maintenance Reserve Fund balance as of June 30, 2018 was $1,453,759.38.

General revenues and operating grants totaled $166,635,279, an increase of $4.68
million from the prior year. The increased revenues consist primarily of increases
in the tax levy (§3.98 million). State “On-behalf” contributions for TPAF member
employee benefits increased by ($1.80 million), and were offset by decreases in
School Development Authority grant payments for capital projects ($287,224)
Table A-2 provides comparative revenue and expense data. For the current and
prior year. Governmental activities expenses increased by $5.57 million, with the
costs of tuition, special education, and benefits as the primary drivers of this
increase. There was an increase of $3,458,779 in net position for governmental
activities for the year. Exhibit B-3 provides a crosswalk of the changes in fund
balances of the Governmental Funds (Exhibit B-2) to the change in net position of
the governmental activities (Exhibit A-2).

The total cost of basic programs was $164,357,358. The portion of costs paid for
with charges, fees and intergovernmental aid was $45,836,315. The ner cost that
required taxpayer funding was $119,538,003, up $4.0 million from the previous
school year. Out of District tuition costs and fringe benefit obligations were the
two primary drivers behind the increase.

The total net position of the food service, the District’s primary business-type
activity, increased $204,104. Revenues of $2,252,137 were $84,640 more than in
2017. The total net position of the District’s Latchkey Program increased
$50,720. Revenues of $457,275 were $192,021 more than in 2017. Expenses of
$406,555 were $183,864 more than in 2017, resulting in a net position of $94,283
at year-end.

Expenses for food service activity decreased to $2,073,567 compared to
$2,060,320 in 2017. The food service activity remains self-sustaining. Lunch
participation and revenues remain high due to the high quality of the award-
winning nutritional program. Profits are used to make program improvements.

Additional outlays for new capital assets totaled $2,026,845 during the year.
Several projects were completed and the construction phase began for several
others.

The District made payments to reduce ifs outstanding long-term debt by

$2,763,000. The net bonded school debt as of June 30, 2018 was $34,730,000,
well below the statutory limit.
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OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management’s discussion and analysis (this
section), the basic financial statements, and required supplementary information. The
basic financial statements include two kinds of statements that present different views of
the District:

¢ The first two statements are district-wide financial statements that provide both short-
term and long-term information about the District’s overall financial status,

¢ The remaining statements are fund financial statements that focus on individual parts
of the District, reporting the District’s operations in more detail than the district-wide
statements.

e The governmental funds statements tell how basic services like regular and special
education were financed in the short term as well as indicates remaining assets
reserved for specific purposes and unreserved assets that establish a contingency for
extraordinary unforeseen expenditures.

s Proprietary funds statements offer short- and long-term financial information about
the activities the District operates like businesses, such as food services.

o Fiduciary funds statements provide information about the financial relationships in
which the District acts solely as a trustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the
statements and provide more detailed data. The statements are followed by a section of
required supplementary information that further explains and supports the financial
statements with a comparison of the District’s budget for the year.

Distriet-wide Statements

The district-wide statements report information about the District as a whole using
accounting methods similar to those used by private-sector companies. The statement of
net position includes all of the District’s assets and liabilities. All of the current year’s
revenues and expenses are accounted for in the statement of activities regardless of when
cash is received and paid.

The two district-wide statements report the District’s net position and how they have
changed. Net position — the difference between the District’s assets and liabilities — are
one way to measure the District’s financial health or financial position.

¢ QOver time, increases or decreases in the District’s net position may be an indicator of
whether its financial condition is improving or deteriorating, respectively.

e To assess the overall health of the District, additional non-financial factors need to be
considered such as changes in the District’s property tax base and the condition of
school buildings and other facilities.
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In the district-wide financial statements, the District’s activities are divided into two
categories:

Governmental activities — Most of the District’s basic services are included here, such
as regular and special education, fransportation, and administration. Local property
taxes and state formula aid finance most of these activities.

Business-type activities ~ The District charges fees to help it cover the costs of certain
services it provides. The District’s food services operation is included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s
funds, focusing on its most significant or “major” funds — not the District as a whole.
Funds are accounting devices the District uses to keep track of specific sources of
funding and spending or particular programs:

*

Some funds are required by State law and by bond covenants.

The District establishes other funds to control and manage for particular purposes
(like repaying its long-term debts) or to show that it is properly using certain revenues
(like state and federal grants).

The District has three kinds of funds:

*

Governmental funds — Most of the District’s basic services are included in
governmental funds, which generally focus on (1) how cash and other financial assets
that can readily be converted to cash flow in and out and (2) the balances left at year-
end that are available as a contingency. Consequently, the governmental funds
statements provide a detailed short-term view that helps determine whether there are
more or fewer financial resources that can be spent in the near future to finance the
District’s programs. Because this information does not encompass the additional
long-term focus of the district-wide statements, additional information is provided
with the governmental funds statement that explains the relationship (or differences)
between them.

Proprietary funds — Services for which the District charges a fee are generally
reported in proprietary funds. Proprietary funds are reported in the same way as the
district-wide statements. The District’s enferprise funds (one type of proprietary fund)
are the same as its business-type activities, but provide more detail and additional
information, such as cash flows.

Fiduciary funds - The District is the trustee, or fiduciary, for assets that belong to
others, such as the scholarship fund and the student activities funds. The District is
responsible for ensuring that the assets reported in these funds are used only for their
intended purposes and by those to whom the assets belong. These activities are
excluded from the district-wide financial statements because the District cannot use
these assets to finance its operations.
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FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLFE

The Statement of Net Position [Exhibit A-1] provides the perspective of the School
District as a whole. Table A-1 provides a comparison of the School District’s combined

net position as of June 30, 2018 and 2017.

Current and Other
Assets:

Capital Assets
Total Asseis

Deferred Outflows of
Resources:

Total Deferred
Outflows

Long-Term Debt
Gutstanding

Other Liabilities
Total Liabilities

Deferred Inflows of
Resources

Total Deferred
Inflows

Net Position:
Net Investment in
Capital Assets

Restricted
Unrestricted

Total Net Position

Net Position

Table A-1
Net Position

(in thousands of dollars)

Governmental Business-Type School District Percentage
Activities Activities Change
2017 2018 2017 2018 2017 2018 2017-18
18,837 20,518 1,013 1,028 19,850 21,546 8.54%
72,073 69,831 139 91 72,212 69,922 -3.17%
90,910 90,349 1,152 1,i19 92,062 91,468 -0.65%
9,553 7,821 9,553 7.821 -18.13%
9,553 7.821 9,533 7,821 -18.13%
63,0673 55,059 63,073 55,059 -12.71%
8,299 7,629 308 21 8.608 7,650 ~11.13%
71,372 62,688 309 21 71,681 62,709 -12.52%
174 4286 174 4,286 2363.22%
174 4,286 174 4,286 2363.22%
34,580 35,101 139 91 34,719 35,192 1.36%
14,101 16,344 14,161 16,344 15.91%
(19,764) {20.249) 704 1,007 {19,060) (19,242) 0.95%
28,917 31,196 843 1,098 29,760 32,294 8.51%

The District’s total combined net position increased on June 30, 2018 over the prior year
by 8.51% to $32,293,506. (See Table A-1) Of the total, $31,195,524 is attributable to the
District’s Governmental Activities.
activities was $1,097,982.
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Table A-2 presents a comparison of the changes in net position from the prior year.

Revenues

Program Revenues:
Charges for Services
Qperating Grants and Contributions
General Revenues:
Property Taxes
Federal and State Aid not Restricted
Tuition
Other General Revenues
Transfer of Funds
Total Revenues

Program Expenses Including
Indirect Expenses

Instruction:
Regular
Special Education
Other Instruction
Support Services:
Tuition
Student & Instruction Related
Services
School Administration Services
General Administration Services
Plant Operation and Maintenance
Pupii Transportation
Unallocated Benefits
Special Schools
Interest on Long-Term Debt
Bond Issue Costs
Unallocated Depreciation &
Amortization
Business-Type Activity:
Latchkey Program
Food Services
Total Expenses

Increase {Decrease) in Net Position

Changes in Net Position

The District’s total combined revenues for 2017-2018 were $167,453,075, an increase of
3.5%. Local property taxes and state aid, including $37.3 million of “In-Kind” aid for
T.P.AF employees, accounted for most of the District’s revenue. Local property taxes
confributed about 82.5 cents of every dollar raised, which was slightly increased from the
previous year, while State and Federal aid accounted for about 1.7 cents, which was an
increase from previous year. (See Table A-2.) Revenues from sources other than taxes

Table &4-2

Changes in Net Position
(in thousands of deliars)

Governmental Business-Type School District Percent
Activities Activities Total Change

2017 2018 2017 2018 2017 018 2017-18
1,648 1,817 1,648 1,917 16.32%

44,618 45,836 784 792 45,402 46,628 2.70%
115,560 119,538 115,560 119,538 3.44%
903 529 903 529 -41.42%
300 386 300 386 28.67%

571 583 571 583 2.10%

(26) 26

161,952 166,846 2,432 2,735 164,384 169,581 3.16%
35,264 35,293 35,264 35,293 0.08%
13,273 14,675 13,273 14,675 10.56%
2,917 2,832 2,917 2,832 -2.91%
12,442 12,876 12,442 12,876 3.49%
12,266 12,227 12,266 12,227 -0.32%
4,882 5,122 4,882 5,122 4.92%
3,77 3,638 3,771 3,638 -3.53%
13,669 13,449 13,669 13,449 -1.61%
5,229 5,711 5,229 5,711 9.22%
52,184 53,547 52,184 53,547 2.61%
264 212 264 212 -19.70%
1,088 1,021 1,088 1,021 -6.16%
2,748 3,965 2,748 3,965 44.25%
222 406 222 406 82.88%

2,060 2,074 2,060 2,074 0.68%

159,997 164,568 2,282 2,480 162,279 167,048 2.94%
1,953 2,278 151 255 2,105 2,353 20.33%

and State and Federal Aid accounted for less than 1.0% of revenues for the year.
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Changes in Net Position (Cont’d,)

The total cost of all programs and services was $166,837,480, an increase of 2.8%. The
District’s expenses are predominantly related to educating and caring for students. The
purely administrative activities of the District accounted for just 5.3% of total costs and
continue to decline as a percentage of spending. Efficiencies implemented to control
costs in the areas of pupil transportation and operations resulted in reductions in these
areas providing resources to be focused on instructional areas.

Governmental Activities
The Statement of Activities {Exhibit A-2] shows the cost of program services and the
charges for services and grants offsetting those services.

The District provides a full range of educational services appropriate to grade levels Pre-
Kindergarten through 12. These include regular and vocational, as well as special
education programs. The District is currently operating one senior high school, Columbia
High School (grades 9-12); two middle schools: Maplewood Middle School (grades 6-8)
and South Orange Middle School (grades 6-8); and six elementary schools: Clinton
(grades PK-5), Marshall (grades PK-2), Jefferson (grades PK, 3-5), Seth Boyden (grades
K-5), South Mountain and Annex (grades K-5), and Tuscan (grades K-5).

Special education programs are offered for classified students in the areas of learning and
or language disabled, multiply disabled, autism, and pre-school disabled. Additionally,
services are provided in resource rooms, speech, occupational and physical therapy.

Table A-3 presents the costs of six major District activities: instruction-related; support
services, tuition, student & instructional related services, business and other support
services; school, general and business administration; student transportation, operations
and maintenance of facilities; and, other expenses. The table also shows each activity’s
net cost (total cost less fees generated by the activities and intergovernmental aid
provided for specific programs.) The net cost shows the financial burden that was placed
on the District’s taxpayers by each of these functions together with the unrestricted aid
burden on the state and federal governments.

Table A-3

Net Cost of Governmental Activities
{in thousaads of dofiars)

Total Cost Percent Net Cost Percent
of Services Change of Services Change
Governmentat Activities 2017 2018 2017 2018
Instruction Related 51,454 52,801 2.62% 44,617 45,719 2.47%
Support Services 77,156 78,651 1.94% 63,216 40,930 -35.25%
School, General & Business
Administration 8,653 8,760 1.24% 8,653 8,760 1.24%
Pupil Transportation 5,229 5,711 9.22% 4,817 5,250 8.599%
Operations and
Maintenance of Facilities 13,669 13,449 -1.61% 13,483 13,262 -1.64%
Other (Depreciation,
Interest & Bond Issue) 3,836 4,986 29.98% 3,528 4,600 30.39%
Total Expenses 159,997 164,358 2.73% 138,314 118,521 -14.31%
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Governmental Activities (Cont’d.)

Instruction expenses include activities directly dealing with the teaching of students and
the interaction between teacher and student.

Student services and instructional related services include the activities involved with
assisting staff with the content and process of teaching to students, as well as tuition,
counseling, speech and other similar related services.

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

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

Operation and maintenance of facilities activities involved with keeping the physical
plant open, comfortable and safe for use, and keeping the school grounds, buildings and
equipment in effective working order. Included are costs for security, heating, lighting,
ventilating, repairing, and replacing facilities, furniture and equipment, garbage disposal,
custodial services, property insurance, vehicle maintenance, energy and utility services.

Other includes interest and fiscal charges involving transactions associated with the
payment of interest and other charges related to debt of the school district.

The cost of all governmental activities during the 2017-18 school year was $163,176,500.
e None of the cost was financed by the users of the District’s programs.

¢ The federal and state governments subsidized certain programs with grants and
contributions totaling $24,151,843. Included in this total were $6,177,849 of state
and federal aid provided to finance general fund operating expenses and
$15,301,342 provided for TPAF pension and social security on-behalf of the
district.

e The majority of the District’s costs for governmental activities were financed by
District local taxpayers. This portion of governmental activities was financed
with §119,538,003 in property taxes. The District has been forced to look to its
taxpayers to fund the increasing costs of education, as state aid has at best been
stagnate during the last decade. As a result, the percentage of the budget funded
by property taxes has continued to increase. During 2017-2018, the percentage of
actual costs funded by the property tax continued to exceed 80%.
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Business-type Activities

Revenues of the District’s business-type activities, including food service and the
latchkey program, were $2,709,412, and expenses were $2,480,122. The net position of
our primary business-type activity, food service, increased $204,104.

Factors contributing to these results included:
e Participation in the food service program continue