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Maturity 
(August 1) 

Principal 
Amount 

Interest 
Rate Yield 

 
CUSIP** 

2021 $401,000 1.500% 1.180% 624216HA8 
2022 400,000 1.750 1.190 624216HB6 
2023 800,000 2.000 1.200 624216HC4 
2024 750,000 2.000 1.300 624216HD2 
2025 700,000 2.000 1.450 624216HE0 
2026 650,000 2.000 1.600 624216HF7 
2027 625,000 2.000 1.750* 624216HG5 
2028 600,000 2.000 1.900* 624216HH3 
2029 700,000 2.000 2.000 624216HJ9 
2030 725,000 2.125 2.150 624216HK6 
2031 740,000 2.250 2.300 624216HL4 
2032 750,000 2.375 2.450 624216HM2 
2033 760,000 2.500 2.600 624216HN0 
2034 775,000 2.750 2.750 624216HP5 
2035 790,000 3.000 2.500* 624216HQ3 
2036 800,000 3.000 2.540* 624216HR1 
2037 800,000 3.000 2.580* 624216HS9 
2038 800,000 3.000 2.620* 624216HT7 
2039 775,000 3.000 2.660* 624216HU4 
2040 775,000 3.000 2.700* 624216HV2 
2041 775,000 3.000 2.750* 624216HW0 
2042 775,000 3.000 2.800* 624216HX8 
2043 775,000 3.000 2.850* 624216HY6 
2044 775,000 3.000 2.900* 624216HZ3 

 
 

  

                     
* Priced at the stated yield to the first optional redemption date of August 1, 2026 at a redemption price of 100%. 
** Registered trademark of the American Bankers Association.  CUSIP data herein is provided by CUSIP Global 
Services, which is managed on behalf of the American Bankers Association by S&P Global Market Intelligence.  The 
CUSIP numbers listed above are being provided solely for the convenience of Bondholders only at the time of issuance 
of the Bonds and the Board does not make any representation with respect to such numbers or undertake any 
responsibility for their accuracy now or at any time in the future.  The CUSIP number for a specific maturity is subject 
to being changed after the issuance of the Bonds as a result of procurement of secondary market portfolio insurance 
or other similar enhancement by investors that is applicable to all or a portion of certain maturities of the Bonds. 
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 No broker, dealer, salesperson or other person has been authorized by the Board to give any 
information or to make any representations with respect to the Bonds other than those contained in this 
Official Statement, and, if given or made, such information or representations must not be relied upon as 
having been authorized by the foregoing.  The information contained herein has been provided by the Board 
and other sources deemed reliable; however, no representation is made as to the accuracy or completeness 
of information from sources other than the Board.  The Underwriter has reviewed the information in this 
Official Statement in accordance with, and as part of, its responsibilities to investors under the federal 
securities laws as applied to the facts and circumstances of this transaction, but the Underwriter does not 
guarantee the accuracy or completeness of such information.  The information and the expressions of 
opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor 
any sale made hereunder under any circumstances shall create any implication that there has been no change 
in any of the information herein since the date hereof or since the date as of which such information is 
given, if earlier. 
 
 References in this Official Statement to laws, rules, regulations, resolutions, agreements, reports 
and documents do not purport to be comprehensive or definitive.  All references to such documents are 
qualified in their entirety by reference to the particular document, the full text of which may contain 
qualifications of and exceptions to statements made herein, and copies of which may be inspected at the 
offices of the Board during normal business hours. 
 
 This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor 
shall there be any sale of the Bonds in any jurisdiction in which it is unlawful for any person to make such 
an offer, solicitation or sale. 
 
 The order and placement of materials in this Official Statement, including the appendices, are not 
to be deemed to be a determination of relevance, materiality or importance, and this Official Statement, 
including the appendices, must be considered in its entirety. 
 
 In order to facilitate the distribution of the Bonds, the Underwriter may engage in transactions 
intended to stabilize the price of the Bonds at a level above that which might otherwise prevail in the open 
market.  Such stabilizing, if commenced, may be discontinued at any time. 
 
 The presentation of information in this Official Statement is intended to show recent historic 
information and, except as expressly stated otherwise, it is not intended to indicate future or continuing 
trends in the financial condition or other affairs of the Board.  No representation is made that past 
experience, as is shown by the financial and other information, will necessarily continue or be repeated in 
the future. 
 
 This Official Statement is not to be construed as a contract or an agreement between the Board and 
the purchasers or holders of any of the Bonds.  Any statements made in this Official Statement involving 
matters of opinion, whether or not expressly so stated, are intended merely as opinions and not as 
representations of fact.  The information, estimates and expressions of opinion herein are subject to change 
without notice.  The delivery of this Official Statement or any sale of the Bonds made hereunder shall not, 
under any circumstances, create any implication that there has been no change in the affairs of the Board 
since the date hereof.  This Official Statement is submitted in connection with the sale of the Bonds referred 
to herein and may not be reproduced or used, in whole or in part, for any other purpose.  
 
 IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN 
EXAMINATION OF THE BOARD AND THE TERMS OF THE OFFERING, INCLUDING THE 
MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY 
ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY.  



 

FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY 
OR DETERMINED THE ADEQUACY OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION 
TO THE CONTRARY MAY BE A CRIMINAL OFFENSE. 
 
 McCarter & English, LLP has not verified the accuracy, completeness or fairness of the information 
contained herein, except under the heading “TAX MATTERS” and, accordingly, assumes no responsibility 
therefore and will express no opinion with respect thereto. 
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OFFICIAL STATEMENT 
OF 

THE BOARD OF EDUCATION OF THE BOROUGH OF MOUNTAIN LAKES 
IN THE COUNTY OF MORRIS, NEW JERSEY 

 
$17,216,000 

SCHOOL DISTRICT BONDS, SERIES 2019 
(BOOK-ENTRY-ONLY) (CALLABLE) 

 
 

INTRODUCTION 
 

 This Official Statement, which includes the front cover page, inside front cover page and the 
appendices attached hereto, has been prepared by The Board of Education of the Borough of Mountain 
Lakes in the County of Morris, New Jersey (the “Board” when referring to the governing body and legal 
entity and the “School District” when referring to the territorial boundaries governed by the Board) in 
connection with the sale and issuance of its $17,216,000 School District Bonds, Series 2019 (the “Bonds”).  
This Official Statement has been executed by and on behalf of the Board by the Interim Business 
Administrator/Board Secretary, and its distribution and use in connection with the sale of the Bonds have 
been authorized by the Board. 
 
 This Official Statement contains specific information relating to the Bonds including their general 
description, certain matters affecting the financing, certain legal matters, historical financial information 
and other information pertinent to this issue.  This Official Statement should be read in its entirety. 
 
 All financial and other information presented herein has been provided by the Board from its 
records, except for information expressly attributed to other sources.  The presentation of information is 
intended to show recent historic information and, but only to the extent specifically provided herein, certain 
projections into the immediate future and is not necessarily indicative of future or continuing trends in the 
financial position of the Board. 
 
 

DESCRIPTION OF THE BONDS 
 
 The following is a summary of certain provisions of the Bonds.  Reference is made to the Bonds 
themselves for the complete text thereof, and the discussion herein is qualified in its entirety by such 
reference. 
 
Terms and Interest Payment Dates 
 
 The Bonds shall be dated the date of delivery and shall mature on August 1 in each of the years and 
in the amounts set forth on the inside front cover page hereof.  The Bonds shall bear interest from the date 
of delivery, which interest shall be payable semi-annually on the first day of February and August, 
commencing on August 1, 2020 (each an “Interest Payment Date”), in each of the years and at the interest 
rates set forth on the inside front cover page hereof until maturity, or earlier redemption, by the Board or a 
duly appointed paying agent to the registered owners of the Bonds as of each January 15 and July 15 
immediately preceding the respective Interest Payment Dates (the “Record Dates”).  Interest on the Bonds 
shall be calculated on the basis of a 360-day year of twelve 30-day calendar months.  So long as The 
Depository Trust Company (“DTC”) or its nominee Cede & Co. (or any successor or assign) is the 
registered owner of the Bonds, payments of the principal of and interest on the Bonds will be made by the 
Board or a designated paying agent directly to DTC or its nominee, Cede & Co., which will in turn remit 
such payments to DTC Participants, which will in turn remit such payments to the beneficial owners of the 
Bonds.  See “BOOK-ENTRY-ONLY SYSTEM” herein. 
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The Bonds will be issued in fully registered book-entry-only form, without certificates.  One 

certificate shall be issued for the aggregate principal amount of Bonds maturing in each year, and when 
issued, will be registered in the name of Cede & Co., as nominee of DTC.  DTC will act as securities 
depository for the Bonds.  The certificates will be on deposit with DTC.  DTC will be responsible for 
maintaining a book-entry system for recording the interests of its participants and transfers of the interests 
among its participants.  The participants will be responsible for maintaining records regarding the beneficial 
ownership interests in the Bonds on behalf of the individual purchasers.  Individual purchases may be made 
in the principal amount of $5,000 each or any integral multiple of $1,000 in excess thereof, through book 
entries made on the books and the records of DTC and its participants.  Individual purchasers of the Bonds 
will not receive certificates representing their beneficial ownership interests in the Bonds, but each book-
entry owner will receive a credit balance on the books of its nominee, and this credit balance will be 
confirmed by an initial transaction statement stating the details of the Bonds purchased.  See “BOOK-
ENTRY-ONLY SYSTEM” herein. 

 
Redemption 
 
 The Bonds maturing prior to August 1, 2027 are not subject to redemption prior to maturity.  The 
Bonds maturing on or after August 1, 2027 are subject to redemption prior to maturity, at the option of the 
Board, in whole or in part, on any date on or after August 1, 2026 at a price of 100% of the principal amount 
of the Bonds to be redeemed (the “Redemption Price”), plus unpaid accrued interest to the date fixed for 
redemption. 
 
 Notice of redemption shall be given by mailing by first class mail, with postage prepaid, to the 
registered owners of the Bonds not less than thirty (30) days nor more than sixty (60) days prior to the date 
fixed for redemption.  Such mailing shall be to the Owners of such Bonds at their respective addresses as 
they last appear on the registration books kept for that purpose by the Board or a duly appointed bond 
registrar.  So long as DTC (or any successor thereto) acts as securities depository for the Bonds, such notice 
of redemption shall be sent directly to such depository and not to the beneficial owners of the Bonds.  Any 
failure of the depository to advise any of its participants or any failure of any participant to notify any 
beneficial owner of any notice of redemption shall not affect the validity of the redemption proceedings.  If 
the Board determines to redeem a portion of the Bonds prior to maturity, the Bonds to be redeemed shall 
be selected in inverse order of their maturity and within a maturity by lot; the Bonds to be redeemed having 
the same maturity shall be selected by the securities depository in accordance with its regulations. 
  

If notice of redemption has been given as provided herein, the Bonds or the portion thereof called 
for redemption shall be due and payable on the date fixed for redemption at the Redemption Price, together 
with accrued interest to the date fixed for redemption.  Interest shall cease to accrue on and after such 
redemption date. 
 
Security for the Bonds 
 
 The Bonds are valid and legally binding general obligations of the Board, and the Board has 
irrevocably pledged its full faith and credit for the payment of the principal of and interest on the Bonds.  
Unless paid from other sources, the principal of and interest on the Bonds are payable from ad valorem 
taxes levied upon all the taxable property within the School District without limitation as to rate or amount 
except to the extent that enforcement of such payment may be limited by bankruptcy, insolvency or other 
similar laws on equitable principles effecting the enforcement of creditors’ rights generally. 
   
New Jersey School Bond Reserve Act (N.J.S.A. 18A:56-17 et seq.)  
 

All school bonds issued in the State of New Jersey (the “State”) are secured by the School Bond 
Reserve (the “School Bond Reserve”) established in the Fund for the Support of Free Public Schools of the 
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State of New Jersey (the “Fund”) in accordance with the New Jersey School Bond Reserve Act, N.J.S.A. 
18A:56-17 et seq.  (P.L. 1980, c. 72, approved July 16, 1980, as amended by P.L. 2003, c. 118, approved 
July 1, 2003) (the “Act”).  The 2003 amendments to the Act provided that the Fund will be divided into 
two (2) School Bond Reserve accounts.  All bonds issued prior to July 1, 2003 shall be benefited by a 
School Bond Reserve account funded in an amount equal to 1-1/2% of the aggregate issued and outstanding 
bonded indebtedness of New Jersey counties, municipalities or school districts for school purposes issued 
prior to July 1, 2003 (the “Old School Bond Reserve Account”) and all bonds, including the Bonds, issued 
on or after July 1, 2003 shall be benefited by a School Bond Reserve account equal to 1% of the aggregate 
amount of issued and outstanding bonded indebtedness of New Jersey counties, municipalities or school 
districts for school purposes issued on or after July 1, 2003 (the “New School Bond Reserve Account”), 
provided in each case, that such amounts do not exceed the moneys available in the applicable account of 
the Fund.  If a municipality, county or school district is unable to make payment of principal of or interest 
on any of its bonds issued for school purposes, the trustees of the Fund will purchase such bonds at par 
value and will pay to the bondholders the interest due or to become due thereon within the limits of funds 
available in the applicable School Bond Reserve account in accordance with the provisions of the Act. 
 

The Act provides that the School Bond Reserve shall be composed entirely of direct obligations of 
the United States government or obligations guaranteed by the full faith and credit of the United States 
government.  Securities representing at least one-third of the minimal market value to be held in the School 
Bond Reserve shall be due to mature within one year of issuance or purchase.  Beginning with the fiscal 
year ending on June 30, 2003 and continuing on each June 30 thereafter, the State Treasurer shall calculate 
the amount necessary to fully fund the Old School Bond Reserve Account and the New School Bond 
Reserve Account as required pursuant to the Act.  To the extent moneys are insufficient to maintain each 
account in the School Bond Reserve at the required levels, the State agrees that the State Treasurer shall, 
no later than September 15 of the fiscal year following the June 30 calculation date, pay to the trustees for 
deposit in the School Bond Reserve such amounts as may be necessary to maintain the Old School Bond 
Reserve Account and the New School Bond Reserve Account at the levels required by the Act.  No moneys 
may be borrowed from the Fund to provide liquidity to the State unless the Old School Bond Reserve 
Account and the New School Bond Reserve Account each are at the levels certified as full funding on the 
most recent June 30 calculation date.  The amount of the School Bond Reserve in each account is pledged 
as security for the prompt payment to holders of bonds benefited by such account of the principal of and 
the interest on such bonds in the event of the inability of the issuer to make such payments.  In the event 
the amounts in either the Old School Bond Reserve Account or the New School Bond Reserve Account fall 
below the amount required to make payments on bonds, the amounts in both accounts are available to make 
payments for bonds secured by the School Bond Reserve. 

 
The Act requires any issuer which anticipates that it will be unable to meet payment of principal of 

or interest on any of its bonds issued for school purposes to certify its inability to the Commissioner of 
Education of the State (the “Commissioner of Education”) at least ten days prior to the date such payment 
is due.  The Commissioner of Education shall then certify the same to the trustees for the Fund.  On receipt 
of the certification or other notice, the trustees for the Fund shall, within the limits of the Fund, purchase 
such bonds at a price equal to the face amount thereof or pay to the holder of any such bond the interest due 
thereon. 
 

The Act further provides that the amount of any payment of interest or purchase price of school 
bonds paid pursuant to the Act shall be deducted from the appropriation or apportionment of State aid, other 
than certain State aid which may be otherwise restricted pursuant to law, payable to the school district, 
county or municipality and shall not obligate the State to make, nor entitle the school district, county or 
municipality to receive any additional appropriation or apportionment.  Any amount so deducted shall be 
applied by the State Treasurer to satisfy the obligation of the school district, county or municipality arising 
as a result of the payment of interest or purchase price of bonds pursuant to the Act.  
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AUTHORIZATION AND PURPOSE 
 

The School District is issuing the Bonds pursuant to: (i) Chapter 24 of Title 18A of the New Jersey 
Statutes, as amended and supplemented; (ii) a resolution duly adopted by the Board on May 20, 2019 (the 
“Resolution”); and (iii) a proposal adopted by the Board on August 14, 2017 and approved by a majority 
of the legal voters present and voting at the School District election held on September 26, 2017. 

 
The Bonds are being issued to provide funds to undertake renovations, alterations and 

improvements at Wildwood Elementary School, Briarcliff Middle School and Mountain Lakes High 
School, including all fixtures, furnishings, equipment, site work and related work (collectively, the 
“Project”).  The Board is authorized to expend an amount not to exceed $17,216,215 for the Project, of 
which $8,252,948 represents eligible costs (the “Final Eligible Costs”), as determined by the Commissioner 
of Education, for which the State has agreed to pay approximately 40.0% of the debt service on the portion 
of the Bonds (including both principal and interest) issued to finance the Final Eligible Costs of the Project.  
The remaining payments of the Bonds issued to finance the portion of the Project not eligible for State 
support will not receive debt service aid. 

 
 

BOOK-ENTRY-ONLY SYSTEM1 
 

The following description of the procedures and record keeping with respect to beneficial 
ownership interests in the Bonds, payment of principal and interest, and other payments on the Bonds to 
DTC Participants or Beneficial Owners (as defined below), confirmation and transfer of beneficial 
ownership interests in the Bonds and other related transactions by and among DTC, DTC Participants and 
Beneficial Owners, is based on certain information furnished by DTC to the Board.  Accordingly, the Board 
does not make any representations concerning these matters. 
 

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered 
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may 
be requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued 
for each maturity of the Bonds, each in the aggregate principal amount of such maturity, and will be 
deposited with DTC. 
 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, 
a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York 
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 3.5 million issues 
of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments 
(from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in 
deposited securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing 
corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The Depository Trust 
& Clearing Corporation (“DTCC”).  DTCC is the holding company for DTC, National Securities Clearing 
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies.  DTCC 
is owned by the users of its regulated subsidiaries.  Access to the DTC system is also available to others 
such as both U.S. and non-U.S. securities brokers and dealers, banks and trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly 
or indirectly (“Indirect Participants”).  DTC has an S&P Global Ratings, acting through Standard & Poor’s 

                     
1 Source: The Depository Trust Company 
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Financial Services LLC, rating of AA+. The DTC rules applicable to its Participants are on file with the 
Securities and Exchange Commission.  More information about DTC can be found at www.dtcc.com and 
www.dtc.org. 

 
Purchases of the Bonds under the DTC system must be made by or through Direct Participants, 

which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser 
of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct Participants’ and Indirect 
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase.  
Beneficial Owners are, however, expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct Participant or Indirect 
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interest 
in the Bonds are to be accomplished by entries made on the books of Direct Participants and Indirect 
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates 
representing their ownership interests in the Bonds, except in the event that use of the book-entry system 
for the Bonds is discontinued. 

 
To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 

registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested 
by an authorized representative of DTC.  The deposit of Bonds with DTC and their registration in the name 
of Cede & Co. or such other DTC nominee do not affect any change in beneficial ownership. DTC has no 
knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the 
Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial 
Owners. The Direct Participants or Indirect Participants will remain responsible for keeping account of 
their holdings on behalf of their customers. 
 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements 
as may be in effect from time to time. 
 
 Redemption notices shall be sent to DTC.  If less than all of the Bonds within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeemed. 

 
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 

Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI procedures. Under its 
usual procedures, DTC mails an Omnibus Proxy to the Board as soon as possible after the Record Date. 
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose 
accounts the Bonds are credited on the Record Date (identified in a listing attached to the Omnibus Proxy). 
 

Redemption proceeds, distributions, and dividend payments on the Bonds will be made to Cede & 
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is 
to credit Direct Participants’ accounts upon DTC’s receipt of funds and in accordance with their respective 
holdings shown on DTC’s records.  Payments by Participants to Beneficial Owners will be governed by 
standing instructions and customary practices, as in the case with securities held for the accounts of 
customers in bearer form or registered in “street name,” and will be the responsibility of such Participant 
and not of DTC, the Paying Agent, or the Board, subject to any statutory or regulatory requirements as may 
be in effect from time to time. Payment of redemption proceeds, distributions, and dividend payments to 
Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of the Board or the Paying Agent, disbursement of such payments to Direct Participants will 
be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the 
responsibility of Direct Participants and Indirect Participants. 
 



 

6 

 DTC may discontinue providing its services as depository with respect to the Bonds at any time by 
giving reasonable notice to the Board or the Paying Agent. Under such circumstances, in the event that a 
successor depository is not obtained, Bond certificates are required to be printed and delivered. 

 
The Board may decide to discontinue use of the system of book-entry transfers through DTC (or a 

successor securities depository). In that event, Bond certificates will be printed and delivered. 
 
 The information in this section concerning DTC and DTC’s book-entry-only system has been 
obtained from sources that the Board believes to be reliable, but the Board takes no responsibility for the 
accuracy thereof. 
 
 THE BOARD WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO SUCH 
DTC PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS NOMINEES WITH 
RESPECT TO THE PAYMENTS TO OR PROVIDING OF NOTICE FOR THE DTC 
PARTICIPANTS, OR THE INDIRECT PARTICIPANTS, OR BENEFICIAL OWNERS. 
          
   SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS 
NOMINEE OF DTC, REFERENCES HEREIN TO THE BONDHOLDERS OR REGISTERED 
OWNERS OF THE BONDS (OTHER THAN UNDER THE CAPTION “TAX MATTERS”) SHALL 
MEAN CEDE & CO. AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS. 
 
Discontinuance of Book-Entry-Only System 
 
 In the event that the book-entry-only system is discontinued and the Beneficial Owners become 
registered owners of the Bonds, the following provisions apply: (i) the Bonds may be exchanged for an 
equal aggregate principal amount of Bonds in other authorized denominations and of the same maturity, 
upon surrender thereof at the office of the Board/paying agent; (ii) the transfer of any Bonds may be 
registered on the books maintained by the paying agent for such purposes only upon the surrender thereof 
to the Board/paying agent together with the duly executed assignment in form satisfactory to the 
Board/paying agent; and (iii) for every exchange or registration of transfer of Bonds, the Board/paying 
agent may make a charge sufficient to reimburse for any tax or other governmental charge required to be 
paid with respect to such exchange or registration of transfer of the Bonds.  Interest on the Bonds will be 
payable by check or draft, mailed on each Interest Payment Date to the registered owners thereof as of the 
close of business on the Record Date, whether or not a business day, next preceding an Interest  
Payment Date. 
 
 

THE SCHOOL DISTRICT AND THE BOARD 
 
 The School District is a Type II school district and provides a full range of educational services 
appropriate to kindergarten (K) through grade twelve (12), including regular and special education 
programs.  The School District is coterminous with the boundaries of the Borough of Mountain Lakes (the 
“Borough”), in Morris County (the “County”). 
 

The Board is a ten (10) member board, with nine (9) members from the Borough elected for 
staggered three (3) year terms and a Boonton Town Representative who serves a one (1) year term.  The 
purpose of the School District is to educate students in grades kindergarten (K) through grade twelve (12).  
The School District receives students as part of a send/receive relationship from the Town of Boonton.  The 
Superintendent of the School District is appointed by the Board and is responsible for the administrative 
control of the School District. 
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THE STATE’S ROLE IN PUBLIC EDUCATION 
 
 The Constitution of the State provides that the legislature of the State shall provide for the 
maintenance and support of a thorough and efficient system of free public schools for the instruction of all 
children in the State between the ages of 5 and 18 years.  Case law has expanded the responsibility to 
include children between the ages of 3 and 21. 
 
 The responsibilities of the State with respect to the general supervision and control of public 
education have been delegated to the New Jersey Department of Education (the “Department”), which is a 
part of the executive branch of the State government and was created by the State Legislature.  The 
Department is governed and guided by the policies set forth by the New Jersey Board of Education (the 
“State Board”).  The State Board is responsible for the general supervision and control of public education, 
except higher education, and is obligated to formulate plans and to make recommendations for the unified, 
continuous and efficient development of public education.  To fulfill these responsibilities, the State Board 
has the power, inter alia, to adopt rules and regulations that have the effect of law and that are binding upon 
school districts. 
 
 The Commissioner of Education is the chief executive and administrative officer of the 
Department.  The Commissioner of Education is appointed by the Governor of the State, with the advice 
and consent of the State Senate, and serves at the pleasure of the Governor during the Governor’s term of 
office.  The Commissioner of Education is Secretary and Chief Executive Officer of the State Board and is 
responsible for the supervision of all school districts in the State and is obligated to enforce the rules and 
regulations of the State Board.  The Commissioner of Education has the authority to recommend the 
withholding of State financial aid and the Commissioner of Education’s consent is required for 
authorization to sell school bonds that exceed the debt limit of the municipality in which the school district 
is located and may also set the amount to be raised by taxation for a board of education if a school budget 
has not been adopted. 
 
 An Executive County Superintendent of Schools (the “County Superintendent”) is appointed for 
each county in the State by the Governor, upon the recommendation of the Commissioner of Education and 
with the advice and consent of the State Senate.  The County Superintendent reports to the Commissioner 
of Education or a person designated by the Commissioner of Education.  The County Superintendent is 
responsible for the supervision of the school districts in the county and is charged with the enforcement of 
rules pertaining to the certification of teachers, pupil registers and financial reports and the review of 
budgets.  Under the Uniform Shared Services and Consolidation Act, P.L. 2007, c. 63 approved April 3, 
2007, the role of the County Superintendent was changed to create the post of the Executive County 
Superintendent with expanded powers for the operation and management of school districts to, among other 
things, promote administrative and operational  efficiencies, eliminate non-operating school districts and 
recommend a school district consolidation plan to eliminate school districts through the establishment or 
enlargement of regional school districts, subject to voter approval. 
 
 

STRUCTURE OF SCHOOL DISTRICTS IN NEW JERSEY 
 
Categories of School Districts 
 
 State school districts are characterized by the manner in which the board of education or the 
governing body takes office.  School districts are principally categorized in the following categories: 
 
 (1) Type I, in which the mayor or chief executive officer (“CEO”) of a municipality appoints 
the members of a board of education and a board of school estimate, which board of school estimate consists 
of two (2) members of the board of education, two (2) members of the governing body of the municipality 
and the mayor or CEO of the municipality comprising the school district, approves fiscal matters; 
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 (2) Type II, in which the registered voters in a school district elect the members of a board of 
education and either (a) the registered voters may also vote upon fiscal matters, or (b) a board of school 
estimate, consisting of two (2) members of the governing body of each municipality and the CEO of each 
municipality within the school district and the president of and one member of the board of education, 
approves all fiscal matters; 
 
 (3) Regional and consolidated school districts comprising the territorial boundaries of more 
than one municipality in which the registered voters in the school district elect members of the board of 
education and may vote upon fiscal matters.  Regional school districts may be “All Purpose Regional School 
Districts” or “Limited Purpose Regional School Districts”; 
 
 (4) State operated school districts created by the State Board, pursuant to State law, when a 
local board of education cannot or will not correct severe educational deficiencies; 
 
 (5) County vocational school districts have boards of education consisting of the County 
Superintendent and four (4) members unless it is a county of the first class, which adopted an ordinance, in 
which case it can have a board consisting of seven (7) appointed members which the board of chosen 
freeholders of the county appoints.  Such vocational school districts shall also have a board of school 
estimate, consisting of two (2) members appointed by the board of education of the school district, two (2) 
members appointed by the board of chosen freeholders and a fifth member being the county executive or 
the director of the board of chosen freeholders of the county, which approves fiscal matters; and 
 
 (6) County special services school districts have boards of education consisting of the County 
Superintendent and six (6) persons appointed by the board of chosen freeholders of the county.  Such special 
services school districts shall also have a board of school estimate, consisting of two (2) members appointed 
by the board of education of the school district, two (2) members appointed by the board of chosen 
freeholders and a fifth member being the freeholder-director of the board of chosen freeholders, which 
approves all fiscal matters. 
 
 There is a procedure whereby a Type I school district or a Type II school district may change from 
one type to the other after an approving public referendum.  Such a public referendum must be held 
whenever directed by the municipal governing body or board of education in a Type I school district, or the 
board of education in a Type II school district, or when petitioned for by fifteen percent (15%) of the voters 
of any school district.  The School District is a Type II school district without a board of school estimate. 
 
School Budgetary Process (N.J.S.A. 18A:22-1 et seq.) 
 
 In a Type I school district, a separate body from the school district, known as the board of school 
estimate, examines the budget requests and fixes the appropriation amounts for the next year’s operating 
budget at or after a public hearing.  This board, whose composition is fixed by statute, certifies the budget 
to the municipal governing body or board of education.  If the board of education disagrees with the certified 
budget of the board of school estimate, then it can appeal to the Commissioner of Education to request 
changes. 
 

In a Type II school district, the elected board of education develops the budget proposal and, at or 
after a public hearing, submits it for voter approval unless the board has moved its annual election to 
November as discussed below.  Debt service provisions are not subject to public referendum.  If approved, 
the budget goes into effect.  If defeated, the governing body of the constituent municipality must develop 
the school budget by May 19 of each year.  Should the governing body be unable to do so, the Commissioner 
of Education establishes the local school budget. 
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 The Budget Election Law (P.L. 2011, c.202, effective January 17, 2012) established procedures 
that allow the date of the annual school election of a Type II school district, without a board of school 
estimate, to be moved from April to November, to be held simultaneously with the general election.  Such 
change in the annual school election date must be authorized by resolution of either the board of education 
or the governing body of the municipality, or by an affirmative vote of a majority of the voters whenever a 
petition, signed by at least 15% of the legally qualified voters, is filed with the board of education.  Once 
the annual school election is moved to November, such election may not be changed back to an April annual 
school election for four (4) years. 
 

School districts that opt to move the annual school election to November are no longer required to 
submit the budget to the voters for approval if the budget is at or below the 2% property tax levy cap as 
provided for by the 2% Tax Levy Cap Law.  For school districts that opt to change the annual school 
election date to November, proposals to spend above the 2% property tax levy cap would be presented to 
voters at the annual school election in November. 

 
The Board conducts its annual elections in November. 
 

Spending Growth Limitation 
 

CEIFA (as hereinafter defined) places limits on the amount school districts can increase their 
annual current expenses and capital outlay budgets, and such limits are known as a school district’s 
spending growth limitation amount (the “Spending Growth Limitation”).  See “SUMMARY OF CERTAIN 
PROVISIONS FOR THE PROTECTION OF SCHOOL DEBT” herein. 

 
 

SUMMARY OF CERTAIN PROVISIONS FOR 
THE PROTECTION OF SCHOOL DEBT 

 
Levy and Collection of Taxes 
 
 School districts in the State do not levy or collect taxes to pay those budgeted amounts that are not 
provided by the State.  The municipality within which a school district is situated levies or collects the 
required taxes and must remit them in full to the school district. 
 
Budgets and Appropriations 
 
 School districts in the State must operate on an annual cash basis budget.  Each school district must 
adopt an annual budget in such detail and upon forms as prescribed by the Commissioner of Education, to 
which must be attached an itemized statement showing revenues, including State and federal aid, and 
expenditures.  The Commissioner of Education must approve a budget prior to its final adoption and has 
the power to increase or decrease individual line items in a budget.  Any amendments to a school district’s 
budget must be approved by the board of education or the board of school estimate, as the case may be. 
Every budget submitted must provide no less than the minimum permissible amount deemed necessary 
under State law to provide for a thorough and efficient education as mandated by the State constitution.  
The Commissioner of Education may not approve any budget unless the Commissioner of Education is 
satisfied that the school district has adequately implemented within the budget the Core Curriculum Content 
Standards required by State law.  If necessary, the Commissioner of Education is authorized to order 
changes in the local school district’s budget.  The Commissioner of Education will also ensure that other 
provisions of law are met including the limitations on taxes and spending explained below. 
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Tax and Spending Limitations 
  
 The Public School Education Act of 1975, N.J.S.A. 18A:7A-1 et seq., P.L. 1975, c. 212 (as 
amended and partially repealed) first limited the amount of funds that could be raised by a local school 
district.  It limited the annual increase of any school district’s net current expense budget.  The budgetary 
limitation was known as a “CAP” on expenditures.  The “CAP” was intended to control the growth in local 
property taxes. Subsequently there have been numerous legislative changes as to how the spending 
limitations would be applied.  
 
 The Quality Education Act of 1990, N.J.S.A. 18A:7D-1 et seq., P.L. 1990, c. 52 (“QEA”) (now 
repealed) also limited the annual increase in the school district’s current expense and capital outlay budgets 
by a statutory formula linked to the annual percentage increase in per capita income.  The QEA was 
amended and revised by Chapter 62 of the Laws of New Jersey of 1991, and further amended by Chapter 
7 of the Laws of New Jersey of 1993. 
 
 The Comprehensive Educational Improvement and Financing Act of 1996, N.J.S.A. 18A:7F-1 et 
seq., P.L. 1996, c. 138 (“CEIFA”) (as amended by P.L. 2004, c.73, effective July 1, 2004), which followed 
QEA, also limited the annual increase in a school district’s net budget by a spending growth limitation. 
CEIFA limited the amount school districts could increase their annual current expenses and capital outlay 
budgets, defined as a school district’s “Spending Growth Limitation”.  Generally, budgets could increase 
by either a set percent or the consumer price index, whichever was greater. Amendments to CEIFA lowered 
the budget cap to 2.5% from 3%. Budgets could also increase because of certain adjustments for enrollment 
increases, certain capital outlay expenditures, pupil transportation costs, and special education costs that 
exceeded $40,000 per pupil.  Waivers were available from the Commissioner of Education based on 
increasing enrollments and other fairly narrow grounds and increases higher than the cap could be approved 
by a vote of 60% at the annual school election.  
 

P.L. 2007, c. 62, effective April 3, 2007, provided additional limitations on school district spending 
by limiting the amount a school district could raise for school district purposes through the property tax 
levy by 4% over the prior budget year’s tax levy.  P.L. 2007, c. 62 provided for adjustments to the cap for 
increases in enrollment, reductions in State aid and increased health care costs and for certain other 
extraordinary cost increases that required approval by the Commissioner of Education.  The bill granted 
discretion to the Commissioner of Education to grant other waivers from the cap for increases in special 
education costs, capital outlay, and tuition charges.  The Commissioner of Education also had the ability to 
grant extraordinary waivers to the tax levy cap for certain other cost increases beginning in fiscal year 2009 
through 2012. 

 
 P.L. 2007, c. 62 was deemed to supersede the prior limitations on the amount school districts could 
increase their annual current expenses and capital outlay budgets, created by CEIFA (as amended by P.L. 
2004, c.73, effective July 1, 2004).  However, Chapter 62 was in effect only through fiscal year 2012.  
Without an extension of Chapter 62 by the legislature, the Spending Growth Limitations on the general 
fund and capital outlay budget would be in effect.  
 

Debt service was not limited either by the Spending Growth Limitations or the 4% cap on the tax 
levy increase imposed by Chapter 62. 

 
The previous legislation was amended by P.L. 2010, c. 44, approved July 13, 2010 and became 

applicable to the next local budget year following enactment. This law limits the school district tax levy for 
the general fund budget to increases of 2% over the prior budget year with exceptions only for enrollment 
increases, increases for certain normal and accrued liability for pension contributions in excess of 2%, 
certain healthcare increases, and amounts approved by a simple majority of voters voting at a special 
election (the “Tax Levy Cap Law”).  Additionally, also becoming effective in the 2011-2012 fiscal year, a 
school district that has not been granted approval to exceed the tax levy CAP by a separate proposal to bank 
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the unused tax levy for use in any of the next three (3) succeeding budget years. A school district can request 
a use of “banked CAP” only after it has fully exhausted all eligible statute spending authority in the budget 
year. The process for obtaining waivers from the Commissioner of Education for additional increases over 
the tax levy cap or Spending Growth Limitations was eliminated under Chapter 44. Notwithstanding the 
foregoing, under P.L. 2018, c. 67, approved, July 24, 2018, which  increases State school aid to underfunded 
school districts and decreases state school aid to over funded school districts, during the 2018-2019 through 
2024-2025 fiscal years, SDA Districts, which are certain urban school districts formerly referred to as 
Abbott Districts referred to herein under “SUMMARY OF STATE AID TO SCHOOL DISTRICTS”, are 
permitted increases in the tax levy over the 2% limit to raise a general fund tax levy to an amount that does 
not exceed its local share of the adequacy budget. 

 
The restrictions are solely on the tax levy for the general fund and are not applicable to the debt 

service fund.  There are no restrictions on a local school district’s ability to raise funds for debt service, and 
nothing would limit the obligation of a school district to levy ad valorem taxes upon all taxable property 
within the school district to pay debt service on its bonds or notes with one exception.  School districts are 
subject to GAAP accounting, and under GAAP interest on obligations maturing within one year must be 
treated as operating expenses.  Accordingly, under the Department of Education’s Chart of Accounts, 
interest on notes is raised in the General Fund of a school district and therefore is counted within its 2% tax 
levy cap on spending.   

 
Issuance of Debt 
 

Among the provisions for the issuance of school debt are the following requirements:  (i) bonds 
must mature in serial installments within the statutory period of usefulness of the projects being financed 
but not exceeding forty (40) years; (ii) bonds shall be issued pursuant to an ordinance adopted by the 
governing body of the municipality comprised within the school district for a Type I school district; (iii) 
for Type II school districts (without boards of school estimate) bonds shall be issued by board of education 
resolution approving the bond proposal and by approval of the legally qualified voters of the school district;  
(iv) debt must be authorized by a resolution of a board of education (and approved by a board of school 
estimate in a Type I school district); and (v) there must be filed with the State by each municipality 
comprising a school district a supplemental debt statement and a school debt statement setting forth the 
amount of bonds and notes authorized but unissued and outstanding for such school district. 

 
When a school district changes from a type I to a type II school district and obligations have been 

authorized and remain unissued by the municipality pursuant to ordinances adopted by the municipality to 
authorize and issue school debt, the new type II district assumes the obligation of any outstanding notes 
issued for such purposes and is authorized to issue notes or bonds without further voter approval to fund 
such purposes or pay off or permanently finance the notes pursuant to N.J.S.A. 18A:24-63.  The Board does 
not assume the obligation of outstanding school bonds issued by the municipality, but the debt would count 
towards the school district borrowing margin. 
 
Annual Audit (N.J.S.A. 18A:23-1 et seq.) 
 
 Every board of education is required to provide an annual audit of the school district's accounts and 
financial transactions.  Beginning with the fiscal year ended June 30, 2010, a licensed public-school 
accountant must complete the annual audit no later than five (5) months after the end of the fiscal year.  
P.L. 2010, c. 49 amended N.J.S.A. 18A:23-1 to provide an additional month for the completion of a school 
district’s audit.  Previously the audit was required to be completed within four (4) months.  The audit, in 
conformity with statutory requirements, must be filed with the board of education and the Commissioner 
of Education.  Additionally, the audit must be summarized and discussed at a regular public meeting of the 
local board of education within thirty (30) days following receipt of the annual audit by such board of 
education. 
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Temporary Financing (N.J.S.A. 18A:24-3) 
 
 Temporary notes may be issued in anticipation of the issuance of permanent bonds for a capital 
improvement or capital project.  Such temporary notes may not exceed in the aggregate the amount of bonds 
authorized for such improvement or project.  A school district’s temporary notes may be issued for one (1) 
year periods, with the final maturity not exceeding five (5) years from the date of original issuance; 
provided, however, that no such notes shall be renewed beyond the third and fourth anniversary date of the 
original notes unless an amount of such notes, at least equal to the first legally payable installment of the 
bonds in anticipation of which said notes are issued, is paid and retired subsequent to such third anniversary 
date from funds other than the proceeds of obligations.   
 
Refunding Bonds 
 
 Notwithstanding limitations regarding the issuance of debt, including debt limits and voter 
referendums, school districts may authorize and issue refunding bonds for the purpose of paying any 
refunded bonds, together with the costs of issuing the refunding bonds. 
 
Debt Limitation (N.J.S.A. 18A:24-19) 
 
 Except as provided below, no additional debt shall be authorized if the principal amount, when 
added to the net debt previously authorized, exceeds a statutory percentage of the average equalized 
valuation of taxable property in a school district.  As a kindergarten (K) through grade twelve (12) school 
district, the Board can borrow up to 4% of the average equalized valuation of taxable property in the School 
District.  The Board has not exceeded its 4% debt limit.  See “APPENDIX A – Debt Limit of the Board.”  
 
Exceptions to Debt Limitation 
 
 A Type II school district (other than a regional school district) may also utilize its constituent 
municipality’s remaining statutory borrowing power (i.e., the excess of 3.5% of the average equalized 
valuation of taxable property within the constituent municipality over the constituent municipality’s net 
debt).  The School District has not utilized the borrowing margin of the Borough.  A school district may 
also authorize debt in excess of this limit with the consent of the Commissioner of Education and the Local 
Finance Board (as hereinafter defined). 
 
Capital Lease Financing 
 
            School districts are permitted to enter into lease purchase agreements for the acquisition of 
equipment or for the improvement of school buildings.  Generally, lease purchase financings must mature 
within five (5) years except for certain lease purchase financings of energy savings equipment and other 
energy conservation measures, which may mature within fifteen (15) years and in certain cases twenty (20) 
years from the date the project is placed in service, if paid from energy savings (see “Energy Savings 
Obligations” below).  Facilities lease purchase agreements, which may only be financed for a term of five 
(5) years or less, must be approved by the Commissioner of Education.  The Educational Facilities 
Construction and Financing Act, P.L. 2000, c. 72, effective July 18, 2000, as amended (“EFCFA”) repealed 
the authorization to enter into facilities leases for a term in excess of five (5) years.  The payment of rent is 
treated as a current expense and within the school district’s Spending Growth Limitation and tax levy cap, 
and the payment of rent on an ordinary equipment lease and on a five (5) year and under facilities lease is 
subject to annual appropriation.  Lease purchase payments on leases in excess of five (5) years entered into 
under prior law (CEIFA) are treated as debt service payments and, therefore, will receive debt service aid 
if the school district is entitled and are outside the school district’s Spending Growth Limitation and tax 
levy cap. 
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Energy Saving Obligations 
  
           Under N.J.S.A. 18A:18A-4.6 (P.L. 2009, c. 4, effective March 23, 2009, as amended by P.L. 2012, 
c. 55, effective September 19, 2013), the Energy Savings Improvement Program Law or the “ESIP Law,” 
school districts may issue energy savings obligations as refunding bonds without voter approval or lease 
purchase agreements to fund certain improvements that result in reduced energy use, facilities for 
production of renewable energy or water conservation improvements, provided that the value of the savings 
will cover the cost of the measures.  The lease purchase financings for such measures must mature within 
15 years, or in certain instances 20 years, from the date the projects are placed in service.  These energy 
savings refunding bonds or leases are payable from the general fund. Such payments are within the school 
district’s Spending Growth Limitation and tax levy cap but are not necessarily subject to annual 
appropriation. 
 
Notes for Cash Flow Purposes 
 

N.J.S.A. 18A:22-44.1 permits school districts to issue notes in an amount not exceeding ½ the 
amount appropriated for current general fund expenses.  These notes are not considered debt and are used 
for cash flow purposes including funding in anticipation of the receipt of taxes, other revenues or grants.   
 
Investment of School Funds 
 

Investment of funds by New Jersey school districts is governed by State statute.  Pursuant to 
N.J.S.A. 18A:20-37, school districts are limited to purchasing the following securities: (1) direct obligations 
of, or obligations guaranteed by, the United States of America (“Government Obligations”); (2) U.S. 
Government money market mutual funds; (3) obligations of Federal Government agencies or 
instrumentalities having a maturity of 397 days or less, provided such obligations bear a fixed rate of interest 
not dependent on any index or external factor; (4) bonds or other obligations of the particular school district 
or municipalities or counties within which the school district is located; (5) bonds or other obligations 
having a maturity of 397 days or fewer approved by the Division of Investment of the State Department of 
the Treasury; (6) local government investment pools, rated in the highest rating category, investing in U.S. 
government securities and repurchase agreements fully collateralized by securities set forth in (1) and (3) 
above; (7) deposits with the New Jersey Cash Management Fund (created pursuant to N.J.S.A. 52:18A-
90.4; the “Cash Management Fund”); and (8) repurchase agreements with a maximum 30 day maturity fully 
collateralized by securities set forth in (1) and (3) above. School districts are required to deposit their funds 
in interest-bearing bank accounts in banks satisfying certain security requirements set forth in N.J.S.A. 
17:9-41 et seq. or invest in permitted investments to the extent practicable, and may invest in bank 
certificates of deposit. 
 

The Cash Management Fund is governed by regulations of the State Investment Council, a 
nonpartisan oversight body, and is not permitted to invest in derivatives.  The Cash Management Fund is 
permitted to invest in Government Obligations, Federal Government Agency obligations, certain short-term 
investment-grade corporate obligations, commercial paper rated “prime”, certificates of deposit, repurchase 
agreements involving Government Obligations and Federal Government Agency obligations and certain 
other types of instruments.  The average maturity of these securities in the Cash Management Fund must 
be one year or less, and only a quarter of the securities are permitted to mature in as much as two (2) years. 
 

The Board has no investments in derivatives. 
 
 

SUMMARY OF STATE AID TO SCHOOL DISTRICTS 
 
 In 1973, the Supreme Court of the State (the “Court”) first ruled in Robinson v. Cahill that the 
method then used to finance public education principally through property taxation was unconstitutional.  
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Pursuant to the Court’s ruling, the State Legislature enacted the Public School Education Act of 1975, 
N.J.S.A. 18A:7A-1 et seq. (P.L. 1975, c. 212) (the “Public School Education Act”) (since amended and 
partially repealed), which required funding of the State’s school aid through the New Jersey Gross Income 
Tax Act, P.L. 1976, c. 47, since amended and supplemented, enacted for the purpose of providing property 
tax relief. 
 
 On June 5, 1990, the Court ruled in Abbott v. Burke that the school aid formula enacted under the 
Public School Education Act was unconstitutional as applied.  The Court found that poorer urban school 
districts were significantly disadvantaged under that school funding formula because school revenues were 
derived primarily from property taxes.  The Court found that wealthy school districts were able to spend 
more, yet tax less for educational purposes. 
 
 Since that time there has been much litigation and many cases affecting the State’s responsibilities 
to fund public education and many legislative attempts to distribute State aid in accordance with the court 
cases and the constitutional requirement.  The cases addressed not only current operating fund aid but also 
addressed the requirement to provide facilities aid as well.  The legislation has included the QEA (now 
repealed), CEIFA and EFCFA, which became law on July 18, 2000.  For many years, aid has simply been 
determined in the State Budget, which itself is an act of the legislature, based upon amounts provided in 
prior years.  The school funding formula provided in the School Funding Reform Act of 2008, P.L. 2007, 
c. 260, approved January 1, 2008, removed the special status given to certain school districts known as 
Abbott Districts after the school funding cases and instead has funding follow students with certain needs 
and provides aid in a way that takes into account the ability of the local school district to raise local funds 
to support the budget in amounts deemed adequate to provide for a thorough and efficient education as 
required by the State constitution.  This legislation was challenged in the Court, and the Court held that the 
State’s then current plan for school aid was a “constitutionally adequate scheme.”  However, the State 
continued to underfund certain school districts and to overfund other school districts in its budgets based 
on the statutory scheme.  In its budget process for FY 2019 and with the enactment of P.L. 2018, c. 67, 
approved July 24, 2018, the State is moving the school districts toward the intent of the statutory scheme 
by increasing funding for underfunded school districts and decreasing funding for overfunded school 
districts over the next six (6) years and providing cap relief for overfunded school districts to enable them 
to pick up more of the local share. 
 

Pursuant to Public Law 2018, c.67, signed into law by the Governor of the State on July 24, 2018, 
the School Funding Reform Act has been modified to adjust the distribution of State aid to school districts 
in the State (“SFRA Modification Law”).  In particular, the SFRA Modification Law revises the School 
Funding Reform Act so that, after calculating the amount of State aid available per pupil, State aid will be 
distributed to each school district based on student enrollment.  The SFRA Modification Law also 
eliminates the application of the State aid growth limit and adjustment aid, but includes a transition period 
for school districts that will receive less State aid.  Under the SFRA Modification Law, most school districts 
that will receive reduced State aid resulting from the revised funding formula will be provided a transition 
period from the 2019-2020 school year through the 2024-2025 school year during which funding will be 
reduced.  For those school districts where State aid will increase under the SFRA Modification Law, the 
transition period to increase funding will be one-year. 
 
 After over 35 years of litigation, the State provides State aid to school districts of the State in 
amounts provided in the State Budget each year.  These now include equalization aid, educational adequacy 
aid, special education categorical aid, transportation aid, preschool education aid, school choice aid, 
security aid, adjustment aid and other aid determined in the discretion of the Commissioner of Education. 
 
 State law requires that the State will provide aid for the construction of school facilities in an 
amount equal to the greater of the district aid percentage or 40% times the eligible costs determined by the 
Commissioner of Education either in the form of a grant or debt service aid as determined under EFCFA.  
The amount of the aid to which a school district is entitled is established prior to the authorization of the 
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project.  Grant funding is provided by the State up front, and debt service aid must be appropriated annually 
by the State. 
 
 The State reduced debt service aid by fifteen percent (15%) for the fiscal years 2011 through 2018.  
As a result of the debt service aid reduction for those fiscal years, school districts received eighty-five 
percent (85%) of the debt service aid that they would have otherwise received.  In addition, school districts 
which received grants under the EFCFA, which grants were financed through the New Jersey Economic 
Development Authority (the “EDA”), were assessed an amount in their fiscal years 2011 through 2018 
budgets representing 15% of the school district’s proportionate share of the principal and interest payments 
on the outstanding EDA bonds issued to fund such grants. 
 
 

SUMMARY OF FEDERAL AID TO SCHOOL DISTRICTS 
 

 Federal funds are available for certain programs approved by the federal government with 
allocation decided by the State, which assigns a proportion to each local school district.  The Every Student 
Succeeds Act of 2015, enacted December 10, 2015, is a federal assistance program for which a school 
district qualifies to receive aid.  A remedial enrichment program for children of low income families is 
available under Chapter 1 Aid.  Such federal aid is generally received in the form of block grants.  Aid is 
also provided under the Individuals with Disabilities Education Act although never in the amounts federal 
law required. 
  
 

MUNICIPAL FINANCE - 
FINANCIAL REGULATION OF COUNTIES AND MUNICIPALITIES 

 
Local Bond Law (N. J. S. A. 40A:2-1 et seq.) 
 

The Local Bond Law governs the issuance of bonds and notes to finance certain general municipal 
and utility capital expenditures.  Among its provisions are requirements that bonds must mature within the 
statutory period of usefulness of the projects bonded and that bonds be retired in serial installments.  A 5% 
cash down payment is generally required toward the financing of expenditures for municipal purposes 
subject to a number of exceptions.  All bonds and notes issued by the Borough are general full faith and 
credit obligations. 

 
The authorized bonded indebtedness of a municipality for municipal purposes is limited by statute, 

subject to the exceptions noted below, to an amount equal to 3.5% of its average equalized valuation basis. 
 
Certain categories of debt are permitted by statute to be deducted for purposes of computing the 

statutory debt limit, including school bonds that do not exceed the school bond borrowing margin and 
certain debt that may be deemed self-liquidating. 

 
A municipality may exceed its debt limit with the approval of the Local Finance Board, a State 

regulatory agency (the “Local Finance Board), and as permitted by other statutory exceptions.  If all or any 
part of a proposed debt authorization would exceed its debt limit, the municipality may apply to the Local 
Finance Board for an extension of credit.  If the Local Finance Board determines that a proposed debt 
authorization would not materially impair the credit of the municipality or substantially reduce the ability 
of the municipality to meet its obligations or to provide essential public improvements and services, or if it 
makes certain other statutory determinations, approval is granted.  In addition, debt in excess of the statutory 
limit may be issued by a municipality to fund certain notes, to provide for self-liquidating purposes, and, in 
each fiscal year, to provide for purposes in an amount not exceeding 2/3 of the amount budgeted in such 
fiscal year for the retirement of outstanding obligations (exclusive of utility and assessment obligations). 
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A municipality may sell short-term “bond anticipation notes” to temporarily finance a capital 
improvement or project in anticipation of the issuance of bonds if the bond ordinance or a subsequent 
resolution so provides.  A local unit’s bond anticipation notes must mature within one year, but may be 
renewed or rolled over.  Bond anticipation notes, including renewals, must mature and be paid no later than 
the first day of the fifth month following the close of the tenth fiscal year next following the date of the 
original notes.  For bond ordinances adopted on or after February 3, 2003, notes may only be renewed 
beyond the third anniversary date of the original notes if a minimum payment equal to the first year’s 
required principal payment on the bonds is paid to retire a portion of the notes on or before each subsequent 
anniversary date from funds other than the proceeds of bonds or notes. For bond ordinances adopted prior 
to February 3, 2003, the governing body may elect to make such minimum principal payment only when 
the notes are renewed beyond the third and fourth anniversary dates. Generally, bond anticipation notes 
may not be outstanding for longer than ten (10) years. An additional period may be available following the 
tenth anniversary date equal to the period from the notes’ maturity to the end of the tenth fiscal year in 
which the notes mature plus four (4) months in the next following fiscal year from the date of original 
issuance. Beginning in the third year, the amount of notes that may be issued is decreased by the minimum 
required for the first year’s principal payment for a bond issue. 

 
Local Budget Law (N. J. S. A. 40A:4-1 et seq.) 

 
The foundation of the State local finance system is the annual cash basis budget.  The Borough, 

which operates on a calendar year (January 1 to December 31), must adopt a budget in the form required 
by the Division of Local Government Services, Department of Community Affairs, State of New Jersey 
(the “Division”).  Certain items of revenue and appropriation are regulated by law and the proposed budget 
must be certified by the director of the Division (the “Director”) prior to final adoption.  The Local Budget 
Law requires each local unit to appropriate sufficient funds for payment of current debt service, and the 
Director is required to review the adequacy of such appropriations, among others, for certification. 

 
Tax Anticipation Notes are limited in amount by law and must be paid off in full within 120 days 

of the close of the fiscal year. 
 
The Director has no authority over individual operating appropriations, unless a specific amount is 

required by law, but the review functions focusing on anticipated revenues serve to protect the solvency of 
all local units. 

 
The cash basis budgets of local units must be in balance, i.e., the total of anticipated revenues must 

equal the total of appropriations (N.J.S.A. 40A:4-22).  If in any year a local unit’s expenditures exceed its 
realized revenues for that year, then such excess must be raised in the succeeding year’s budget. 

 
The Local Budget Law (N.J.S.A. 40A:4-26) provides that no miscellaneous revenues from any 

source may be included as an anticipated revenue in the budget in excess of the amount actually realized in 
cash from the same source during the next preceding fiscal year, unless the Director determines that the 
facts clearly warrant the expectation that such excess amount will actually be realized in cash during the 
fiscal year and certifies that determination to the local unit. 

 
No budget or budget amendment may be adopted unless the Director shall have previously certified 

his approval of such anticipated revenues except that categorical grants-in-aid contracts may be included 
for their face amount with an offsetting appropriation.  The fiscal years for such grants rarely coincide with 
the municipality’s calendar year.  However, grant revenue is generally not realized until received in cash. 

 
The same general principle that revenue cannot be anticipated in a budget in excess of that realized 

in the preceding year applies to property taxes.  The maximum amount of delinquent taxes that may be 
anticipated is limited by a statutory formula, which allows the local unit to anticipate collection at the same 
rate realized for the collection of delinquent taxes in the previous year.  Also, the local unit is required to 
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make an appropriation for a “reserve for uncollected taxes” in accordance with a statutory formula to 
provide for a tax collection in an amount that does not exceed the percentage of taxes levied and payable in 
the preceding fiscal year that was received in cash by the last day of that fiscal year.  The budget also must 
provide for any cash deficits of the prior year. 

 
Emergency appropriations (those made after the adoption of the budget and the determination of 

the tax rate) may be authorized by the governing body of the local unit.  However, with minor exceptions, 
such appropriations must be included in full in the following year’s budget.  When such appropriations 
exceed 3% of the adopted operating budget, consent of the Director must be obtained. 

 
The exceptions are certain enumerated quasi-capital projects (“special emergencies”) such as ice, 

snow and flood damage to streets, roads and bridges, which may be amortized over three (3) years, and tax 
map preparation, revaluation programs, revision and codification of ordinances, master plan preparations, 
and drainage map preparation for flood control purposes, which may be amortized over five (5) years.  
Emergency appropriations for capital projects may be financed through the adoption of a bond ordinance 
and amortized over the useful life of the project. 

 
Budget transfers provide a degree of flexibility and afford a control mechanism.  Transfers between 

appropriation accounts may be made only during the last two (2) months of the year.  Appropriation reserves 
may also be transferred during the first three (3) months of the year, to the previous year’s budget.  Both 
types of transfers require a 2/3 vote of the full membership of the governing body; however, transfers cannot 
be made from either the down payment account or the capital improvement fund.  Transfers may be made 
between sub-account line items within the same account at any time during the year, subject to internal 
review and approval.  In a “CAP” budget, no transfers may be made from excluded from “CAP” 
appropriations to within “CAP” appropriations nor can transfers be made between excluded from “CAP” 
appropriations. 

 
A provision of law known as the New Jersey “Cap Law” (N.J.S.A. 40A:4-45.1 et seq.) imposed 

limitations on increases in municipal appropriations subject to various exceptions. The payment of debt 
service is an exception from this limitation.  The Cap formula is somewhat complex, but basically, it permits 
a municipality to increase its overall appropriations by the lesser of 2.5% or the “Index Rate”.  The “Index 
Rate” is the rate of annual percentage increase, rounded to the nearest one-half percent, in the Implicit Price 
Deflator for State and Local Government purchases of goods and services computed by the U.S. Department 
of Commerce.  Exceptions to the limitations imposed by the Cap Law also exist for other things including 
capital expenditures; extraordinary expenses approved by the Local Finance Board for implementation of 
an interlocal services agreement; expenditures mandated as a result of certain emergencies; and certain 
expenditures for services mandated by law.  Counties are also prohibited from increasing their tax levies 
by more than the lesser of 2.5% or the Index Rate subject to certain exceptions. Municipalities by ordinance 
approved by a majority of the full membership of the governing body may increase appropriations up to 
3.5% over the prior year’s appropriation, and counties by resolution approved by a majority of the full 
membership of the governing body may increase the tax levy up to 3.5% over the prior year’s tax levy in 
years when the Index Rate is 2.5% or less. 

 
Legislation constituting P.L. 2010, c. 44, approved July 13, 2010, limits tax levy increases for local 

units to 2% with exceptions only for capital expenditures including debt service, increases in pension 
contributions and accrued liability for pension contributions in excess of 2%, certain healthcare increases, 
extraordinary costs directly related to a declared emergency and amounts approved by a  simple majority 
of voters voting at a special election. 

 
Neither the tax levy limitation nor the “Cap Law” limits, including the provisions of the recent 

legislation, would limit the obligation of a municipality to levy ad valorem taxes upon all taxable property 
within a municipality to pay debt service on its bonds or notes. 
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In accordance with the Local Budget Law, each local unit must adopt and may from time to time 
amend rules and regulations for capital budgets, which rules and regulations must require a statement of 
capital undertakings underway or projected for a period not greater than over the next ensuing six (6) years 
as a general improvement program.  The capital budget, when adopted, does not constitute the approval or 
appropriation of funds, but sets forth a plan of the possible capital expenditures which the local unit may 
contemplate over the next six (6) years.  Expenditures for capital purposes may be made either by 
ordinances adopted by the governing body setting forth the items and the method of financing or from the 
annual operating budget if the terms were detailed. 
 
Tax Assessment and Collection Procedure 
 

Property valuations (assessments) are determined on true values as arrived at by a cost approach, 
market data approach and capitalization of net income, where appropriate.  Current assessments are the 
results of new assessments on a like basis with established comparable properties for newly assessed or 
purchased properties.  This method assures equitable treatment to like property owners, but it often results 
in a divergence of the assessment ratio to true value.  Because of the changes in property resale values, 
annual adjustments could not keep pace with the changing values. 

 
Upon the filing of certified adopted budgets by the local unit and the county, the tax rate is struck 

by the County Board of Taxation based on the certified amounts in each of the taxing districts for collection 
to fund the budgets.  The statutory provision for the assessment of property, the levying of taxes and the 
collection thereof are set forth in N.J.S.A. 54:4-1 et seq.  Special taxing districts are permitted in New Jersey 
for various special services rendered to the properties located within the special districts. 

 
Tax bills are mailed annually in June by the Tax Collector.  The taxes are payable quarterly.  The 

taxes are due August 1 and November 1, respectively, and are adjusted to reflect the current calendar year’s 
total tax liability.  The preliminary taxes due February 1 and May 1 of the succeeding year are based upon 
one-half of the current year’s total tax. 

 
 Tax installments not paid on or before the due date are subject to interest penalties of 8% per annum 
on the first $1,500.00 of the delinquency and 18% per annum on any amount in excess of $1,500.00.  These 
interest penalties are the highest permitted under State statutes.  If a delinquency is in excess of $10,000.00 
and remains in arrears after December 31st, an additional penalty of 6% shall be charged.  Delinquent taxes 
open for one year or more are annually included in a tax sale in accordance with State Statutes. 
 
Tax Appeals 
 

The State Statutes provide a taxpayer with remedial procedures for appealing an assessment 
deemed excessive.  Prior to February 1 in each year, the municipality must mail to each property owner a 
notice of the current assessment and taxes on the property.  The taxpayer has a right to petition the County 
Board of Taxation on or before April 1 for review.  The County Board of Taxation has the authority after a 
hearing to decrease or reject the appeal petition.  These adjustments are usually concluded within the current 
tax year and reductions are shown as canceled or remitted taxes for that year.  If the taxpayer feels his 
petition was unsatisfactorily reviewed by the County Board of Taxation, appeal may be made to the Tax 
Court of New Jersey for further hearing.  Some State Tax Court appeals may take several years prior to 
settlement, and any losses in tax collections from prior years are charged directly to operations or with the 
permission of the Local Finance Board may be financed over a three to five year period. 

 
Local Fiscal Affairs Law (N.J.S.A. 40A:5-1 et seq.) 

 
This law regulates the non-budgetary financial activities of local governments.  The chief financial 

officer of every local unit must file annually, with the Director, a verified statement of the financial 
condition of the local unit and all constituent boards, agencies or commissions. 
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An independent examination of each local unit’s accounts must be performed annually by a 

licensed registered municipal accountant.  The audit, conforming to the Division of Local Government 
Services’ “Requirements of Audit”, includes recommendations for improvement of the local unit’s financial 
procedures and must be filed with the Director within six months after the close of its fiscal year.  A synopsis 
of the audit report, together with all recommendations made, must be published in a local newspaper within 
thirty (30) days of its submission. 
 
 

FINANCIAL STATEMENTS 
 

The audited financial statements of the Board for the year ended June 30, 2018 are presented in 
Appendix B to this Official Statement (the “Financial Statements”).  The Financial Statements have been 
audited by T.M. Vrabel & Associates, LLC, Montville, New Jersey, an independent auditor (the “Auditor”).  
See “APPENDIX B - Financial Statements of The Board of Education of the Borough of Mountain Lakes 
in the County of Morris, New Jersey.” 

 
Such Financial Statements are included herein for informational purposes only, and the information 

contained in the Financial Statements should not be used to modify the description of the Bonds contained 
herein. 

 
The Auditor has not participated in the preparation of this Official Statement except as previously 

stated. 
 
 

LITIGATION 
 

 To the knowledge of the Board Attorney, Stephen R. Fogarty, Esquire, Fogarty & Hara, Esqs., Fair 
Lawn, New Jersey (the “Board Attorney”), there is no litigation of any nature now pending or threatened, 
restraining or enjoining the issuance or the delivery of the Bonds, or the levy or the collection of any taxes 
to pay the principal of or the interest on the Bonds, or in any manner questioning the authority or the 
proceedings for the issuance of the Bonds or for the levy or the collection of taxes, or contesting the 
corporate existence or the boundaries of the Board or the School District or the title of any of the present 
officers.  To the knowledge of the Board Attorney, no litigation is presently pending or threatened that, in 
the opinion of the Board Attorney, would have a material adverse impact on the financial condition of the 
Board if adversely decided.  A certificate to such effect will be executed by the Board Attorney and 
delivered to the Underwriter of the Bonds at the closing. 
 
 

TAX MATTERS 
 

Exclusion of Interest on the Bonds From Gross Income for Federal Tax Purposes 
 
 The Internal Revenue Code of 1986, as amended (the “Code”) imposes certain requirements that must 
be met on a continuing basis subsequent to the issuance of the Bonds in order to assure that interest on the 
Bonds will be excluded from gross income for federal income tax purposes under Section 103 of the Code.  
Failure of the Board to comply with such requirements may cause interest on the Bonds to be included in 
gross income for federal income tax purposes, retroactive to the date of issuance of the Bonds.  The Board has 
covenanted to comply with the provisions of the Code applicable to the Bonds and has covenanted not to take 
any action or permit any action that would cause the interest on the Bonds to be included in gross income 
under Section 103 of the Code or cause interest on the Bonds be an item of tax preference under Section 57 
of the Code. 
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 In the opinion of Bond Counsel, assuming continuing compliance by the Board with the tax covenants 
referred to above, under existing law, interest on the Bonds is excluded from gross income for federal income 
tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax. 
 
 Except as described above, Bond Counsel will express no opinion regarding the federal income tax 
consequences resulting from the ownership of, receipt or accrual of interest on, or disposition of the Bonds.  
Bond Counsel will render its opinion as of the date of issuance of the Bonds, and will assume no obligation 
to update the opinions after the issue date to reflect any future facts or circumstances, or any future changes 
in law or interpretation, or otherwise.  Moreover, the opinion of Bond Counsel is only an opinion and not a 
warranty or guaranty of the matters discussed.  
 
Additional Federal Income Tax Consequences 
 

Prospective purchasers of the Bonds should be aware that ownership of, accrual or receipt of interest 
on or disposition of tax-exempt obligations, such as the Bonds, may have additional federal income tax 
consequences for certain taxpayers, including, without limitation, taxpayers eligible for the earned income 
credit, recipients of certain Social Security and certain Railroad Retirement benefits, taxpayers that may be 
deemed to have incurred or continued indebtedness to purchase or carry tax-exempt obligations, financial 
institutions, property and casualty companies, foreign corporations and certain S corporations.  Prospective 
purchasers of the Bonds should also consult with their tax advisors with respect to the need to furnish certain 
taxpayer information in order to avoid backup withholding. 
 

The Internal Revenue Service (the “IRS”) has established an on-going program to audit tax exempt 
obligations to determine whether interest on such obligations is includible in gross income for federal income 
tax purposes.  Bond Counsel cannot predict whether the IRS will commence an audit of the Bonds.  Owners 
of the Bonds are advised that, if the IRS does audit the Bonds, under current IRS procedures, at least during 
the early stages of an audit, the IRS will treat the Board as the taxpayer, and the owners of the Bonds may 
have limited rights to participate in such procedure.  The commencement of audit could adversely affect the 
market value and liquidity of the Bonds until the audit is concluded, regardless of the ultimate outcome. 

 
Original Issue Discount 

 
The initial public offering price of the Bonds maturing on August 1, 2030 through and including 

August 1, 2033 (the “Discount Bonds”) is less than the principal amount payable on the Discount Bonds at 
maturity.  The difference between the initial public offering price at which a substantial amount of the 
Discount Bonds was sold and the principal amount payable at maturity of the Discount Bonds constitutes 
original issue discount.  Bond Counsel is of the opinion that the appropriate portion of the original issue 
discount allocable to the original and each subsequent owner of the Discount Bonds will be treated for federal 
income tax purposes as interest not includable in gross income under Section 103 of the Code to the same 
extent as stated interest on the Discount Bonds.  Under Section 1288 of the Code, original issue discount on 
the Discount Bonds accrues on the basis of economic accrual.  The basis of an initial purchaser of a Discount 
Bond acquired at the initial public offering price of the Discount Bond will be increased by the amount of 
such accrued discount.  Owners of the Discount Bonds should consult their personal tax advisors with respect 
to the determination for federal income tax purposes of the original issue discount properly accruable with 
respect to the Discount Bonds and the tax accounting treatment of accrued interest. 

 
Original Issue Premium  

 
The Bonds maturing on August 1, 2021 through and including August 1, 2028 and the Bonds 

maturing on August 1, 2035 through and including August 1, 2044 (collectively, the “Premium Bonds”) were 
sold at a price in excess of the amount payable at the maturity date.  The excess, if any, of the tax basis of the 
Premium Bonds to a purchaser (other than a purchaser who holds such Premium Bonds as inventory, stock in 
trade or for sale to customers in the ordinary course of business) over the amount payable at maturity is 
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amortizable bond premium, which is not deductible from gross income for federal income tax purposes.  
Amortizable bond premium, as it amortizes, will reduce the owner’s tax cost of the Premium Bonds used to 
determine, for federal income tax purposes, the amount of gain or loss upon the sale, redemption at maturity 
or other disposition of the Premium Bonds.  Accordingly, an owner of a Premium Bond may have taxable 
gain from the disposition of the Premium Bond, even though the Premium Bond is sold, or disposed of, for a 
price equal to the owner’s original cost of acquiring the Premium Bond.  Bond premium amortizes over the 
term of the Premium Bond under the “constant yield method” described in regulations interpreting Section 
1272 of the Code.  Owners of the Premium Bonds should consult their own tax advisors with respect to the 
calculation of the amount of bond premium which will be treated for federal income tax purposes as having 
amortized for any taxable year (or portion thereof) of the owner and with respect to other federal, state and 
local tax consequences of owning and disposing of the Premium Bonds. 

 
State Taxation 
 
 Bond Counsel is of the opinion that, based upon existing law, interest on the Bonds and net gains 
from the sale thereof are exempt from the tax imposed by the New Jersey Gross Income Tax Act. 
 
Changes in Law 
 
 Federal, state or local legislation, administrative pronouncements or court decisions may affect the 
tax-exempt status of interest on the Bonds, gain from the sale or other disposition of the Bonds, the market 
value of the Bonds, or the marketability of the Bonds, or otherwise prevent the owners of the Bonds from 
realizing the full current benefit of the exclusion from gross income of the interest thereon.  It is not possible 
to predict whether any legislative or administrative actions or court decisions having an adverse impact on the 
federal or state income tax treatment of holders of the Bonds may occur.  Prospective purchasers of the Bonds 
should consult their own tax advisors regarding the impact of any change in law on the Bonds. 
 
 

MUNICIPAL BANKRUPTCY 
 
 The undertakings of the Board should be considered with reference to 11 U.S.C. 401 et seq., as 
amended and supplemented (the “Bankruptcy Code”), and other bankruptcy laws affecting creditors’ rights 
and municipalities in general.  The Bankruptcy Code permits the State or any political subdivision, public 
agency, or instrumentality that is insolvent or unable to meet its debts to commence a voluntary bankruptcy 
case by filing a petition with a bankruptcy court for the purpose of effecting a plan to adjust its debts; directs 
such a petitioner to file with the court a list of petitioner’s creditors; provides that a petition filed under this 
chapter shall operate as a stay of the commencement or continuation of any judicial or other proceeding 
against the petitioner; grants certain priority to debt owed for services or material; and provides that the 
plan must be accepted in writing by or on behalf of classes of creditors holding at least two-thirds in amount 
and more than one-half in number of the allowed claims of such class.  The Bankruptcy Code specifically 
does not limit or impair the power of a state to control, by legislation or otherwise, the procedures that a 
municipality must follow in order to take advantage of the provisions of the Bankruptcy Code. 
 
 The Bankruptcy Code provides that special revenue acquired by the debtor after the commencement 
of the case shall remain subject to any lien resulting from any security agreement entered into by such 
debtor before the commencement of such bankruptcy case.  However, any such lien, other than municipal 
betterment assessments, shall be subject to the necessary operating expenses of such project or system.  
Furthermore, the Bankruptcy Code provides that a transfer of property of a debtor to or for the benefit of 
any holder of a bond or note, on account of such bond or note, may not be avoided pursuant to certain 
preferential transfer provisions set forth in such Bankruptcy Code. 
 
 Reference should also be made to N.J.S.A. 52:27-40 et seq., which provides that a local unit has 
the power to file a petition in bankruptcy with any United States Court or court in bankruptcy under the 
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provisions of the Bankruptcy Code, for the purpose of effecting a plan of readjustment of its debts or for 
the composition of its debts; provided, however, the approval of the Municipal Finance Commission must 
be obtained.  The powers of the Municipal Finance Commission have been vested in the Local Finance 
Board.   
 
 Reference to the Bankruptcy Code or the State statute should not create any implication that 
the Board expects to utilize the benefits of their provisions. 
 
 

APPROVAL OF LEGAL PROCEEDINGS 
 
 All legal matters incident to the authorization, the issuance, the sale and the delivery of the Bonds 
are subject to the approval of Bond Counsel to the Board, whose approving legal opinion will be delivered 
with the Bonds substantially in the form set forth as Appendix C hereto.  Certain legal matters may be 
passed on to the Board for review by the Board Attorney. 
 
 

PREPARATION OF OFFICIAL STATEMENT 
 

 The Board hereby states that the descriptions and statements herein, including the Financial 
Statements, are true and correct in all material respects, and it will confirm same to the Underwriter by a 
certificate signed by the Interim Business Administrator/Board Secretary. 
 
 All other information has been obtained from sources that the Board considers to be reliable, and 
it makes no warranty, guaranty or other representation with respect to the accuracy and the completeness 
of such information. 
 

Bond Counsel has neither participated in the preparation of the financial or statistical information 
contained in this Official Statement, nor have they verified the accuracy, completeness or fairness thereof 
and, accordingly, expresses no opinion with respect thereto. 

 
 

RATING 
 

S&P Global Ratings, acting through Standard & Poor’s Financial Services LLC (the “Rating 
Agency”), has assigned a rating of “AA+” to the Bonds based upon the underlying credit of the School 
District.  The Bonds are additionally secured by the Act. 

 
The rating reflects only the views of the Rating Agency and an explanation of the significance of 

such rating may only be obtained from the Rating Agency.  The Board furnished to the Rating Agency 
certain information and materials concerning the Bonds and the School District.  There can be no assurance 
that the rating will be maintained for any given period of time or that it may not be raised, lowered or 
withdrawn entirely if, in the Rating Agency’s judgment, circumstances so warrant.  Any downward change 
in or withdrawal of such rating may have an adverse effect on the marketability or market price of the 
Bonds. 

 
  

UNDERWRITING 
 

The Bonds have been purchased from the Board at a public sale by Roosevelt & Cross, Inc. and 
Associates, New York, New York (the “Underwriter”) at a price of $17,216,000.00. 
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The Underwriter intends to offer the Bonds to the public initially at the offering yields set forth on 
the inside front cover of this Official Statement, which may subsequently change without any requirement 
of prior notice.  The Underwriter reserves the right to join with dealers and other underwriters in offering 
the Bonds to the public.  The Underwriter may offer and sell the Bonds to certain dealers (including dealers 
depositing the Bonds into investments trusts) at yields higher than the public offering yields set forth on the 
inside front cover of this Official Statement, and such yields may be changed, from time to time, by the 
Underwriter without prior notice. 

 
 

MUNICIPAL ADVISOR 
 

Phoenix Advisors, LLC, Bordentown, New Jersey has served as Municipal Advisor to the Board 
with respect to the issuance of the Bonds (the “Municipal Advisor”).  The Municipal Advisor is not 
obligated to undertake and has not undertaken, either to make an independent verification of, or to assume 
responsibility for, the accuracy, completeness or fairness of the information contained in this Official 
Statement and the appendices hereto.  The Municipal Advisor is an independent firm and is not engaged in 
the business of underwriting, trading or distributing municipal securities or other public securities. 

 
 

SECONDARY MARKET DISCLOSURE 
 

The Board has covenanted for the benefit of Bondholders and Beneficial Owners in a Continuing 
Disclosure Certificate dated the date of closing (the “Certificate”) to be executed and delivered by the Board 
simultaneously with the delivery of the Bonds, to provide certain information and operating data by no later 
than February 28th of each fiscal year (presently June 30), commencing with the fiscal year of the Board 
ending June 30, 2019 and to provide notices of certain enumerated events.  The specific nature of the 
secondary market disclosure is set forth in the Certificate which appears as Appendix “D” to this Official 
Statement.  These covenants have been made by the Board to assist the Underwriter in complying with the 
provisions of Rule 15c2-12(b)(5) (the “Rule”) promulgated by the Securities and Exchange Commission. 

 
The Board has previously entered into continuing disclosure undertakings under the Rule with 

respect to obligations for which the Board is an obligated person.  The Board appointed Phoenix Advisors, 
LLC in April of 2015 to serve as continuing disclosure agent to assist in the filing of certain information on 
EMMA as required under its obligations. 

 
 

ADDITIONAL INFORMATION 
 
 Inquiries regarding this Official Statement, including information additional to that contained 
herein, may be directed to H. Ronald Smith, Interim Business Administrator/Board Secretary, at 400 
Boulevard, Mountain Lakes, New Jersey 07046, (973) 334-8280, or to the Municipal Advisor at 625 
Farnsworth Avenue, Bordentown, New Jersey 08505, (609) 291-0130. 
 
 

CERTIFICATE WITH RESPECT TO THE OFFICIAL STATEMENT 
 
 At the time of the original delivery of the Bonds, the Board will deliver a certificate of one of its 
authorized officials to the effect that such official has examined this Official Statement (including the 
appendices) and the financial and other data concerning the School District contained herein and that, to 
the best of such official’s knowledge and belief, (i) this Official Statement, both as of its date and as of the 
date of delivery of the Bonds, does not contain any untrue statement of a material fact necessary to make 
the statements herein, in light of the circumstances under which they were made, not misleading and (ii) 
between the date of this Official Statement and the date of delivery of the Bonds there has been no material 
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adverse change in the affairs (financial or otherwise), financial condition or results or operations of the 
Board except as set forth in or contemplated by this Official Statement. 

 
 

MISCELLANEOUS 
 
 This Official Statement is not to be construed as a contract or agreement among the Board, the 
Underwriter and the holders of any of the Bonds.  Any statements made in this Official Statement involving 
matters of opinion, whether or not expressly so stated, are intended merely as opinions and not as 
representations of fact.  The information and expressions of opinion contained herein are subject to change 
without notice, and neither the delivery of this Official Statement nor any sale of the Bonds made hereunder 
shall, under any circumstances, create any implication that there has been no change in the affairs of the 
Board since the date hereof.  The information contained in this Official Statement is not guaranteed as to 
accuracy or completeness. 
 
 

THE BOARD OF EDUCATION OF THE BOROUGH OF 
MOUNTAIN LAKES IN THE COUNTY OF MORRIS, NEW 
JERSEY 

 
              By:  /s/ H. Ronald Smith      

H. Ronald Smith,  
Interim Business Administrator/Board Secretary 

 
 
Date: July 17, 2019 



 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

APPENDIX A 
 

CERTAIN ECONOMIC AND DEMOGRAPHIC INFORMATION ABOUT THE  
SCHOOL DISTRICT AND THE BOROUGH OF MOUNTAIN LAKES, IN THE  

COUNTY OF MORRIS, NEW JERSEY



[ THIS PAGE INTENTIONALLY LEFT BLANK ]



A-1 

INFORMATION REGARDING THE SCHOOL DISTRICT1 

 

Type 

 

The Board of Education of the Borough of Mountain Lakes (the “Board” or the “School 

District”) is a Type II school district that is coterminous with the borders of the Borough of 

Mountain Lakes. The School District provides a full range of educational services appropriate to 

pre-kindergarten (Pre-K) through twelfth (12) grade.  

 

The Board is composed of ten (10) members, nine elected by the legally qualified voters 

in the School District to terms of three (3) years on a staggered basis and the Boonton Board 

Representative who serves a 1-year term. The President and Vice President are chosen for one 

(1) year terms from among the members of the Board. 

 

The Board is the policy making body of the School District and has the general 

responsibility for providing an education program, the power to establish policies and supervise 

the public schools in the School District, the responsibility to develop the annual School District 

budget and present it to the legally registered voters in the School District. The Board's fiscal 

year ends each June 30. 

 

The Board appoints a Superintendent and Board Secretary/Business Administrator who 

are responsible for budgeting, planning and the operational functions of the School District. The 

administrative structure of the Board gives final responsibility for both the educational process 

and the business operation to the Superintendent.  

 

Description of Facilities        

 

The Board presently operates the following school facilities: 

 

Student

Construction Addition/ Grade Enrollment

Facility Date Renovation Level (As of 6/30/18)

Wildwood Elementary School 1950 1985,1999 Pre-K-5 465

Briarcliff Middle School 1935 1999 6-8 307

Mountain Lakes High School 1963 1972,2006 9-12 721

Lake Drive School for the Deaf &

Hard of Hearing Children 1914 1920 N/A 115

 
 

Source:  Comprehensive Annual Financial Report of the School District 

 

  

                                                 
1 Source:  The Board, unless otherwise indicated. 
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Staff       

 

The Superintendent is the chief executive officer of the Board and is in charge of carrying 

out Board policies. The Board Secretary/Business Administrator is the chief financial officer of 

the Board and must submit monthly financial reports to the Board and annual reports to the New 

Jersey Department of Education.  

 

The following table presents the number of full and part-time teaching professionals and 

support staff of the School District as of June 30 for each of the past five (5) years. 

 

2018 2017 2016 2015 2014

Teaching Professionals 245 240 240 240 238

Support Staff 140 136 136 135 165

Total Full & Part Time Employees 385 376 376 375 403  
 

Source:  Comprehensive Annual Financial Report of the School District 

 

Pupil Enrollments    

 

 The following table presents the historical average daily pupil enrollments for the past 

five (5) school years. 

 

School Year Enrollment

2017-2018 1,532

2016-2017 1,595

2015-2016 1,534

2014-2015 1,556

2013-2014 1,585

Pupil Enrollments

 
 

Source:  School District and Comprehensive Annual Financial Report of the School District 

 

Pensions 

 

Those employees of the School District who are eligible for pension coverage are 

enrolled in one of the two State-administered multi-employer pension systems (the “Pension 

System”). The Pension System was established by an act of the State Legislature. The Board of 

Trustees for the Pension System is responsible for the organization and administration of the 

Pension System. The two State-administered pension funds are: (1) the Teacher's Pension and 

Annuity Fund (“TPAF”) and (2) the Public Employee's Retirement System (“PERS”). The 

Division of Pensions and Benefits, within the State of New Jersey Department of the Treasury 

(the “Division”), charges the participating school districts annually for their respective 

contributions. The School District raises its contributions through taxation and the State 

contributes the employer's share of the annual Social Security and Pension contribution for 

employees enrolled in the TPAF. The Pension System is a cost sharing multiple employer 
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contributory defined benefit plan. The Pension System's designated purpose is to provide 

retirement and medical benefits for qualified retirees and other benefits to its members. 

Membership in the Pension System is mandatory for substantially all full-time employees of the 

State or any county, municipality, school district or public agency provided the employee is not 

required to be a member of another State administered retirement system or other state or local 

jurisdiction. 

 

Fiscal 2019-20 Budget     

 

 Prior to the passage of P.L. 2011, c.202 the Board was required to submit its budget for 

voter approval on an annual basis. Under the Election Law (P.L. 2011, c.202, effective January 

17, 2012) if a school district opted to move its annual election to November, it is no longer 

required to submit the budget to voters for approval if the budget is at or below the two-percent 

(2%) property tax levy cap as provided for under New Cap Law (P.L. 2010, c.44). If a school 

district proposes to spend above the two-percent (2%) property tax levy cap, it is then required to 

submit its budget to voters at the annual school election in November.  
 

The General Fund budget is the sum of all state aid (exclusive of pension aid and social 

security aid) and the local tax levy (exclusive of debt service). The Board’s General Fund Budget 

for the 2019-2020 fiscal year is $36,978,527. The major sources of revenue are $21,394,278 

from the local tax levy and $13,676,296 from tuition.  

  
Source:  Annual User-Friendly Budget of the School District 
 

Budget History    

 

 A summary of the last five (5) budget years of the Board is presented below: 

 

Budget Amount Raised Budget Election

Year in Taxes Amount Result

2019-2020 $21,394,278 $36,978,527 N/A

2018-2019 20,872,466 36,277,946 N/A

2017-2018 20,320,489 35,115,027 N/A

2016-2017 19,810,179 35,456,483 N/A

2015-2016 19,307,492 34,557,402 N/A  
 

Source:  Annual User-Friendly Budget of the School District and NJ State Department of  Education Website – School Election Results 
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Financial Operations 

 

 The following table summarizes information on the changes in general fund revenues and 

expenditures for the school years ending June 30, 2014 through June 30, 2018. Beginning with 

the 1993-94 fiscal year, school districts in the State prepare their financial statements in 

accordance with Generally Accepted Accounting Principles in the United States.  

 

GENERAL FUND REVENUES, EXPENDITURES AND CHANGES IN 

FUND BALANCES FOR THE YEARS ENDED JUNE 30: 

 
2018 2017 2016 2015 2014

REVENUES

Local Sources:

Local Tax Levy $20,320,489 $19,810,178 $19,307,492 $18,928,914 $18,559,578

Other Local Revenue 13,873,207 13,955,410 13,090,780 13,240,921 13,312,932

Total revenues-local sources 34,193,696 33,765,588 32,398,272 32,169,835 31,872,510

State Sources 6,324,044 3,883,698 3,660,404 3,572,182 3,914,456

Federal Sources 0 0 0 0 0

Total Revenues $40,517,740 $37,649,286 $36,058,676 $35,742,017 $35,786,966

EXPENDITURES

General Fund:

Instruction $16,448,388 $15,993,715 $15,907,419 $15,739,009 $15,341,149

Undistributed Expenditures 23,811,215 20,601,465 20,358,899 19,780,830 20,806,897

Capital Outlay 264,765 289,480 3,047,530 802,849 0

Total Expenditures $40,524,367 $36,884,660 $39,313,848 $36,322,688 $36,148,046

Excess (Deficiency) of Revenues

Over/(Under) Expenditures (6,627) 764,626 (3,255,172) (580,671) (361,080)

Other Financing Sources (Uses):

Proceeds of Capital Lease 0 0 2,550,000 249,543 0

Transfers in 0 0 0 0 0

Transfers out (38,837) (36,303) (50,023) (27,535) 0

Total other financing sources (uses) (38,837) (36,303) 2,499,977 222,008 0

Net Change in Fund Balance (45,464) 728,323 (755,194) (358,663) (361,080)

Fund Balance, July 1 2,868,046 2,139,723 2,894,917 3,253,580 3,614,660

Fund Balance, June 30 $2,822,581 $2,868,046 $2,139,723 $2,894,917 $3,253,580

 
Source:  Comprehensive Annual Financial Report of the School District. Statement of Revenues, Expenditures Governmental Funds and Changes 
In Fund Balances on a GAAP basis 
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Long Term Debt        

 

 The following table outlines the principal and interest requirements on the outstanding 

long-term debt of the Board as of June 30, 2018. 

 

Fiscal Year Ending Principal Interest Total

2019 915,000 233,125 1,148,125

2020 915,000 210,788 1,125,788

2021 955,000 184,138 1,139,138

2022 965,000 152,856 1,117,856

2023 985,000 114,588 1,099,588

2024 500,000 74,863 574,863

2025 510,000 63,181 573,181

2026 500,000 50,875 550,875

2027 515,000 36,900 551,900

2028 505,000 21,600 526,600

2029 510,000 7,013 517,013

TOTALS $7,775,000 $1,149,925 $8,924,925  
 
Source:  Comprehensive Annual Financial Report of the School District 

 

 

Debt Limit of the Board        

 

 The debt limitation of the Board is established by statute (N.J.S.A. 18A:24-19). The 

Board is permitted to incur debt up to 4% of the average equalized valuation for the past three 

years (See “SUMMARY OF CERTAIN PROVISIONS FOR THE PROTECTION OF SCHOOL 

DEBT- Exceptions to School Debt Limitations” herein). The following is a summary of the 

Board’s debt limitation as of June 30, 2018: 

 

Average Equalized Real Property Valuation

(2016, 2017, and 2018) $1,341,457,911

School District Debt Analysis

Permitted Debt Limitation (4% of AEVP) $53,658,316

Less: Bonds and Notes Authorized and Outstanding 7,775,000

Remaining Limitation of Indebtedness $45,883,316

Percentage of Net School Debt to Average Equalized Valuation 0.58%  
 

Source:  Comprehensive Annual Financial Report of the School District 
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INFORMATION REGARDING THE BOROUGH2 

 

 The following material presents certain economic and demographic information for the 

Borough of Mountain Lakes (the “Borough”), in the County of Morris (the “County”), State of 

New Jersey (the “State”). 

 

General Information 

 

The Borough comprises an area of 3.l square miles, located about 25 miles west of the 

George Washington Bridge, 15 miles northwest of Newark and just under 7 miles north of 

Morristown. The Borough is an established community with an abundance of large trees, older 

homes, a highly-rated school system, recreational facilities and excellent road and public 

transportation to all parts of the New York-New Jersey metropolitan area. 

 

Municipal Government 

 

The Borough is governed by a seven-member, non-paid Council under the Council-

Manager Plan E form government in accordance with the Optional Municipal Charter Law 

(Faulkner Act) of 1950. This form of government has been in effect since January 1,1975. The 

Council members are elected at large every two years for four year overlapping terms. The 

mayor and deputy mayor are chosen by their Council colleagues. The Council is a legislative 

body to formulate policy, appropriate funds, and adopt ordinances and resolutions for the 

conduct of Borough business. The Council appoints a full-time salaried manager who is the chief 

administrative and executive officer. 

 

Pension and Retirement Systems 

 

Substantially all eligible employees participate in PERS, the Police and Firemen’s 

Retirement System or the Defined Contribution Retirement Program, which have been 

established by State statute and are administered by the Division.  Benefits, contributions, means 

of funding and the manner of administration are established pursuant to State statute.  The 

Division annually charges municipalities and other participating governmental units for their 

respective contributions to the plans based upon actuarial calculations and the employees 

contribute a portion of the cost.  Each Plan has a Board of Trustees that is primarily responsible 

for its administration.  The Division issues a publicly available financial report that includes the 

financial statements and required supplementary information.  This report may be obtained by 

writing to the Division of Pensions and Benefits, P.O. Box 295, Trenton, New Jersey, 08625 or is 

available online at www.nj.gov/treasury/pensions/financial-reports.shtml.  

 

PERS is a cost-sharing multiple-employer defined benefit pension plan which was 

established as of January 1, 1955, under the provisions of N.J.S.A. 43:15A, to provide 

retirement, death, disability and medical benefits to certain qualified members.  Membership is 

mandatory for substantially all full-time employees of the State or any county, municipality, 

school district or public agency, provided the employee is not required to be a member of 

                                                 
2 Source:  The Borough, unless otherwise indicated. 

http://www.nj.gov/treasury/pensions/financial-reports.shtml
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another State-administered retirement system or other State pension fund or local jurisdiction’s 

pension fund. 

 

The Police and Firemen’s Retirement System (“PFRS”) is a cost-sharing multiple-

employer defined benefit pension plan which was established as of July 1, 1944, under the 

provisions of N.J.S.A. 43:16A, to provide retirement, death, disability and medical benefits to 

certain qualified members.  Membership is mandatory for substantially all full-time county and 

municipal police and firemen or officer employees with police powers appointed after June 30, 

1944. 

 

The Defined Contribution Retirement Program (“DCRP”) is a multiple-employer defined 

contribution pension fund which was established July 1, 2007, under the provisions of Chapter 

92, P.L. 2007 and Chapter 103, P.L 2007, and was expanded under the provisions of Chapter 89, 

P.L. 2009.  The DCRP provides eligible employees and their beneficiaries with a tax-sheltered, 

defined contribution retirement benefit, along with life insurance coverage and disability 

coverage. 
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Employment and Unemployment Comparisons  

 

 For the following years, the New Jersey Department of Labor reported the following 

annual average employment information for the Borough, the County, and the State: 

 

Total Labor Employed Total Unemployment

Force Labor Force Unemployed Rate

Borough

2018 1,829 1,783 46 2.5%

2017 1,844 1,789 55 3.0%

2016 1,862 1,806 56 3.0%

2015 1,848 1,785 63 3.4%

2014 1,847 1,768 79 4.3%

County

2018 252,984 244,696 8,288 3.3%

2017 254,770 245,505 9,265 3.6%

2016 257,919 247,799 10,120 3.9%

2015 259,239 247,878 11,361 4.4%

2014 260,268 247,132 13,136 5.0%

State

2018 4,422,900 4,239,600 183,400 4.1%

2017 4,518,838 4,309,708 209,123 4.6%

2016 4,530,800 4,305,515 225,262 5.0%

2015 4,537,231 4,274,685 262,531 5.8%

2014 4,527,177 4,221,277 305,900 6.8%  
 
Source: New Jersey Department of Labor, Office of Research and Planning, Division of Labor Market and Demographic Research, Bureau of 

Labor Force Statistics, Local Area Unemployment Statistics 

 

 

Income (as of 2017)         

 

Borough County State

Median Household Income $175,556 $107,034 $76,475

Median Family Income 196,776 130,058 94,337

Per Capita Income 84,741 53,491 39,069  
 

Source: US Bureau of the Census, 2017 American Community Survey 5-Year Estimates 
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Population          

 

 The following table summarizes population increases and the decreases for the Borough, 

the County, and the State. 

 

Year Population % Change Population % Change Population % Change

2017 Estimate 4,345 4.45% 499,693 1.51% 8,958,013 1.89%

2010 4,160 -2.26 492,276 4.69 8,791,894 4.49

2000 4,256 10.63 470,212 11.60 8,414,350 8.85

1990 3,847 -7.37 421,353 0.00 7,730,188 4.96

1980 4,153 -12.37 421,353 9.88 7,365,001 2.75

1970 4,739 17.39 383,454 46.57 7,168,164 18.15

Borough County State

 
 
Source:  United States Department of Commerce, Bureau of the Census 

 

 

Largest Taxpayers        

 

 The ten largest taxpayers in the Borough and their assessed valuations are listed below: 

 

2018 % of Total 

Taxpayers Assessed Valuation Assessed Valuation

Fairfield Industrial LLC $15,174,100 1.26%
GIM Mountain Lakes Investors, LLC 8,450,000 0.70%

Euroimmun US Real Estate LLC 5,898,400 0.49%

Mountain Lakes Realty LLC 5,500,000 0.46%

Deluxe Corportation 5,236,700 0.44%

ML Mansion on 46 LLC 4,200,000 0.35%

Mountain Lakes Club 4,000,000 0.33%

Zeris Brothers Inc. 2,912,700 0.24%

Individual Taxpayer 2,732,700 0.23%

VREP-2.01 Bloomfield LLC 2,718,300 0.23%

Total $56,822,900 4.73%  
 
Source: Comprehensive Annual Financial Report of the School District & Municipal Tax Assessor 
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Comparison of Tax Levies and Collections 

 

Current Year Current Year

Year Tax Levy Collection % of Collection

2018 $31,760,632 $31,429,605 98.96%

2017 30,921,006 30,716,659 99.34%

2016 30,310,374 29,893,484 98.62%

2015 29,447,982 29,200,517 99.16%

2014 28,884,233 28,715,660 99.42%  
 

Source:  Annual Audit Reports of the Borough  

 

 

Delinquent Taxes and Tax Title Liens 

 

Amount of Tax Amount of Total % of

Year Title Liens Delinquent Tax Delinquent Tax Levy

2018 $13,029 $214,003 $227,032 0.71%

2017 0 193,873 193,873 0.63%

2016 0 217,685 217,685 0.72%

2015 0 217,981 217,981 0.74%

2014 0 109,488 109,488 0.38%  
 
Source:  Annual Audit Reports of the Borough 

 

 

Property Acquired by Tax Lien Liquidation  

 

Year Amount

2018 $169,885

2017 169,885

2016 169,885

2015 169,885

2014 169,885  
 

Source:  Annual Audit Reports of the Borough 
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Tax Rates per $100 of Net Valuations Taxable and Allocations  

 

 The table below lists the tax rates for Borough residents for the past five (5) years.  

 

Local

Year Municipal School County Total

2018 $0.531 $1.802 $0.295 $2.628

2017 0.519 1.765 0.288 2.572

2016 0.514 1.730 0.284 2.528

2015 0.492 1.697 0.279 2.468

2014 0.475 1.662 0.285 2.422  
 

Source: Abstract of Ratables and State of New Jersey – Property Taxes 

 

 

Valuation of Property           

 

Aggregate Assessed Aggregate True Ratio of Assessed

Valuation of Value of Assessed to Value of Equalized

Year Real Property Real Property True Value Personal Property Valuation

2018 $1,199,913,300 $1,352,319,734 88.73% $803,200 $1,353,122,934

2017 1,197,068,200 1,354,149,548 88.40 803,200 1,354,952,748

2016 1,193,098,900 1,317,904,452 90.53 803,200 1,318,707,652

2015 1,188,952,600 1,323,263,884 89.85 803,200 1,324,067,084

2014 1,187,415,000 1,315,258,086 90.28 1,284,800 1,316,542,886
 

Source: Abstract of Ratables and State of New Jersey – Table of Equalized Valuations 

 

 

Classification of Ratables        

 

 The table below lists the comparative assessed valuation for each classification of real 

property within the Borough for the past five (5) years. 

 

Year Vacant Land Residential Farm Commercial Industrial Apartments Total

2018 $9,869,400 $1,093,227,900 $2,700 $93,587,200 $3,226,100 $0 $1,199,913,300

2017 10,745,400 1,089,417,800 2,700 93,676,200 3,226,100 0 1,197,068,200

2016 14,105,200 1,081,603,000 2,700 94,161,900 3,226,100 0 1,193,098,900

2015 16,352,300 1,075,076,800 2,700 94,294,700 3,226,100 0 1,188,952,600

2014 19,674,200 1,070,204,200 2,700 94,307,800 3,226,100 0 1,187,415,000

 
Source: Abstract of Ratables and State of New Jersey – Property Value Classification 
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Financial Operations 

 

 The following table summarizes the Borough’s Current Fund budget for the past five (5) 

fiscal years ending December 31.  The following summary should be used in conjunction with 

the tables in the sourced documents from which it is derived. 

 

Summary of Current Fund Budget 

 

Anticipated Revenues 2015 2016 2017 2018 2019

Fund Balance Utilized $1,500,000 $741,000 $1,028,400 $1,564,338 $1,459,338

Miscellaneous Revenues 1,471,959 1,841,145 1,201,189 1,232,033 1,274,511

Receipts from Delinquent Taxes 109,000 212,500 315,000 186,000 186,000

Amount to be Raised by Taxation 5,810,946 6,132,253 6,223,970 6,381,185 6,651,119

Total Revenue: $8,891,905 $8,926,898 $8,768,559 $9,363,557 $9,570,968

Appropriations

General Appropriations $5,398,676 $5,531,490 $5,563,005 $6,116,021 $6,109,961

Operations (Excluded from CAPS) 458,068 449,457 476,972 499,505 588,136

Deferred Charges and Statutory Expenditures 200,000 0 20,887 20,887 20,887

Judgments 0 0 0 0 0

Capital Improvement Fund 37,500 113,445 38,865 38,865 148,198

Municipal Debt Service 1,280,213 1,231,825 1,289,330 1,276,125 1,248,425

Reserve for Uncollected Taxes 1,517,449 1,600,682 1,379,500 1,412,153 1,455,361

Total Appropriations: $8,891,905 $8,926,898 $8,768,559 $9,363,557 $9,570,968
 

Source: Annual Adopted Budgets of the Borough 

 

 

Fund Balance 

 

Current Fund 

 

The following table lists the Borough’s fund balance and the amount utilized in the 

succeeding year’s budget for the Current Fund for the past five (5) fiscal years ending December 

31. 

Balance Utilized in Budget

Year 12/31 of Succeeding Year

2018 $2,087,200 $1,459,338

2017 2,423,037 1,564,338

2016 1,628,624 1,028,400

2015 763,237 741,000

2014 1,642,101 1,500,000

Fund Balance - Current Fund

 
 

Source: Annual Audit Reports of the Borough 
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Sewer Utility Operating Fund 

 

The following table lists the Borough’s fund balance and the amount utilized in the 

succeeding year’s budget for the Sewer Utility Operating Fund for the past five (5) fiscal years 

ending December 31. 

 

Balance Utilized in Budget

Year 12/31 of Succeeding Year

2018 $8,735 $0

2017 43,242 34,507

2016 78,242 35,000

2015 140,419 72,500

2014 37,466 37,000

Fund Balance - Sewer Utility Operating Fund

 
 
Source: Annual Audit Reports of the Borough 

 

 

Water Utility Operating Fund 

 

The following table lists the Borough’s fund balance and the amount utilized in the 

succeeding year’s budget for the Water Utility Operating Fund for the past five (5) fiscal years 

ending December 31. 

 

Balance Utilized in Budget

Year 12/31 of Succeeding Year

2018 $225,948 $109,342

2017 187,519 93,324

2016 228,127 60,000

2015 140,419 70,000

2014 68,799 68,000

Fund Balance - Water Utility Operating Fund

 
 
Source: Annual Audit Reports of the Borough
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Borough Indebtedness as of December 31, 2018 

 

General Purpose Debt

Serial Bonds $7,735,000

Bond Anticipation Notes 0

Bonds and Notes Authorized but Not Issued 835,054

Other Bonds, Notes and Loans 0

Total: $8,570,054

Local School District Debt

Serial Bonds $7,265,000

Temporary Notes Issued 0

Bonds and Notes Authorized but Not Issued 0

Total: $7,265,000

Self-Liquidating Debt

Serial Bonds $0

Bond Anticipation Notes 0

Bonds and Notes Authorized but Not Issued 0

Other Bonds, Notes and Loans 0

Total: $0

TOTAL GROSS DEBT $15,835,054

Less: Statutory Deductions

General Purpose Debt $0

Local School District Debt 7,265,000

Self-Liquidating Debt 0

Total: $7,265,000

TOTAL NET DEBT $8,570,054

 
 
Source: Annual Debt Statement of the Borough 
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Overlapping Debt (as of December 31, 2018)3 

 

Related Entity Borough Borough

Name of Related Entity Debt Outstanding Percentage Share

Local School District $7,265,000 100.00% $7,265,000

County 367,644,700 1.42% 5,215,280

Net Indirect Debt $12,480,280

Net Direct Debt 8,570,054

Total Net Direct and Indirect Debt $21,050,334  
 

 

 

Debt Limit 

 

Average Equalized Valuation Basis (2016, 2017, 2018) $1,341,457,911

Permitted Debt Limitation (3 1/2%) 46,951,027

Less:    Net Debt 8,570,054

Remaining  Borrowing Power $38,380,973

Percentage of Net Debt to Average Equalized Valuation 0.639%

Gross Debt Per Capita based on 2010 population of 4,160 $3,807

Net Debt Per Capita based on 2010 population of 4,160 $2,060  
 
Source: Annual Debt Statement of the Borough 

 

 

 

 

 
 

                                                 
3 Borough percentage of County debt is based on the Borough’s share of total equalized valuation in the County. 



[ THIS PAGE INTENTIONALLY LEFT BLANK ]



 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

APPENDIX B 
 

FINANCIAL STATEMENTS OF THE BOARD OF EDUCATION OF THE BOROUGH OF 
MOUNTAIN LAKES IN THE COUNTY OF MORRIS, NEW JERSEY 



[ THIS PAGE INTENTIONALLY LEFT BLANK ]



COMPREHENSIVE ANNUAL 

FINANCIAL REPORT 

of the 

Borough of Mountain Lakes School District Board of Education 
Mountain Lakes, New Jersey 

For the Fiscal Year Ended June 30, 2018 

Prepared by 

Borough of Mountain Lakes Board of Education 
Finance Department 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

TABLE OF CONTENTS 

INTRODUCTORY SECTION (Unaudited) 

Letter of Transmittal 
Organizational Chart 
Roster of Officials 
Consultants and Advisors 

FINANCIAL SECTION 

INDEPENDENT AUDITOR'S REPORT 

Independent Audjtor's Report on General Pwpose Financial Statements and 
Supplementary Schedules ofExpendjtures of Federal Awards and State 
Financial Assistance 

REQUIRED SUPPLEMENTARY INFORMATION - PART I 
Management's Discussion and Analysis (Unaudited) 

BASIC FINANCIAL STATEMENTS 

A. District - wide Financial Statements: 
A-1 Statement of Net Assets 
A-2 Statement of Activities 

B. Fund Financial Statements: 

Governmental Funds: 
B-1 Balance Sheet 
B-2 Statement of Revenues, Expenditures and Changes in 

Fund Balances 
B-3 Reconciliation of the Statement of Revenues, Expenditures 

and Changes in Fund Balances of Governmental Funds 
to the Statement of Activities 

Proprietary Funds: 
B-4 Statement of Net Position 
B-5 Statement of Revenues, Expenses and Changes in Fund 

Net Position 
B-6 Statement of Cash Flows 

Fiduciary Funds: 
B-7 Statement of Fiduciary Net Position 
B-8 Statement of Changes in Fiduciary Net Position 

NOTES TO BASIC FINANCIAL STATEMENTS 

1-4 
5 
6 
7 

10-12 

14-20 

23 
24 

27 

28 

29 

31 

32 
33 

35 
36 

38-75 



Introductory Section 



[ THIS PAGE INTENTIONALLY LEFT BLANK ]



Date Issued: September 13, 2018 

Mountain Lakes Board of Education 
400 Boulevard 

September 13, 2018 

Honorable President and 
Members of the Board of Education 
Mountain Lakes School District 
Moms County, New Jersey 

Dear Board Members: 

Mountain Lakes, NJ 07046 
973-334-8280 

The comprehensive annual financial report (CAFR) of the Mountain Lakes 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 presentatio~ 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 present fairly, in all 
material respects, the respective financial position of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the District as of June 30, 
2018, and the respective changes in financial position and cash flows, where applicable, thereof for the 
year then ended in conformity with accounting principles generally accepted in the United States of 
America. 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 Districfs 
organizational chart and a list of principal officials. The financial section includes the basic financial 
statements and schedules, as well as the auditor's report thereon. The statistical section includes 
selected financial and demographic information, generally presented on a multi-year basis. The District 
is required to undergo an annual single audit in conformity with the provisions of the revised Single 
Audit Act Amendments of 1996 and Title 2 U.S. Code of Federal Regulations (CFR) Part 200, 
"Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards", 
and the state Treasury Circular Letter 15-08 0MB, "Single Audit Policy for Recipients of Federal 
Grants, State Grants and State Aid". Information related to this single audit, including the auditor's 
report on the internal control structure and compliance with applicable laws, regulations, findings and 
recommendations, are included in the single audit section of this section. 

1. REPORTING ENTITY SERVICES: The Mountain Lakes School District is an independent 
reporting entity within the criteria adopted by the GASB as established by GASB No. 14. All 
funds and account groups of the District are included in this report. The Mountain Lakes Board 
of Education and all its schools constitute the District's reporting entity. 

The District provides a full range of educational services appropriate to grade levels K through 
12. These include regular programs, as well as the Lake Drive School for Deaf and Hard of 
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Hearing Children. Lake Drive provides comprehensive educational services to deaf and hard of 
hearing children ranging in age from infants through high school. The following details the 
changes in the student enrollment of the District over the last five years. 

Fiscal Year 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
2012-2013 
2013-2014 
2014-2015 
2015-2016 
2016-2017 
2017-2018 

Average Daily Enrollment 

Student Enrollment• 
1627 
1591 
1603 
1635 
1642 
1626 
1619 
1638 
1585 
1556 
1534 
1595 
1532 

Percent Change 
-.99% 
-2.2% 
+.75% 
+.02% 
+1% 
-1.01% 
-.004% 
+1.2% 
-3.24% 
-1.89% 
-1.43% 
+4.00% 
-4.00% 

*Includes non-resident students, Boonton Township students and students at the Lake Drive 
School for Deaf and Hard of Hearing Children. 

2. ECONOMIC CONDITION AND OUTLOOK: The Mountain Lakes Public Schools 2018-
2019 budget contains all the necessary elements to provide our students with a quality education. 
The district continues to provide a great diversity of courses at all levels. Consequently, we 
continue to offer a large number of courses, particularly at the high school level. Every effort, 
however, bas been made to hold staff levels as well as general budget e.xpenditures. The Board 
of Education recognizes the difficult position of our state and local economy and is making every 
effort to act responsibly. Despite the pressure on schools to reduce services, our budget supports 
our educational programs at the same levels as the prior year. There are no courses cut from the 
curriculum, class sizes remain relatively consistent. 

3. MAJOR INITIATIVES: Respecting the difficult times we face, the Board worked closely with 
the Administration to develop a 2018-2019 Budget that reflects strong spending discipline as 
well as significant new sources of savings. The budget maintains our excellent educational 
program, while also addressing critical building repair needs. We have proposed over $398,298 
for capital outlay projects including: floor covering, furniture/cabinet replacement & upgrade, 
and heat system repairs in Mountain Lakes High School; Alertus System and air conditio~ phase 
Il in Briarcliff Middle School; replacement of cabinets, repair/replacement unit ventilation, 
Alertus System and gym floor repairs in Wildwood Elementary School; exterior trim, floor 
covering, and temperature controls in Lake Drive School; school bus rep]acemen~ grand stands 
(ramp), tech lease purchase and State SDA Assessment. 
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4. INTERNAL ACCOUNTING CONTROLS: Management of the District is responsible for 
establishing and maintaining an internal control structure designed to ensure that the assets of the 
District are protected from loss, theft or misuse and to ensure that adequate accounting data are 
compiled to allow for the preparation of financial statements inconformity with generally 
accepted accounting principals (GAAP). The internal control structure is designed to provide 
reasonable, but not absolute, assurance that these objectives are met The concept of reasonable 
assW'8Dce 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 bas complied with applicable laws 
and regulations. 

S. BUDGETARY CONTROLS: In addition to internal accounting controls, the District maintains 
budgetary controls. The objective of these budgetary controls is to ensure compliance with legal 
provisions embodied in the annual appropriated budget approved by the voters of the 
mwtlcipality. 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. 

6. 

7. 

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 re
appropriations of fund balance in the subsequent year. Those amounts to be re-appropriated are 
reported as reservations of fund balance at June 3 0, 2018. 

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. 

DEBT ADMINISTRATION: At June 30, 2018 the District's outstanding debt total was 
$24,991,215. In September 2017, the residents of the borough authorized an additional 
$17,216,215 in debt. This authorization includes a state subsidy of approximately 3.3 million. 
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8. CASH MANAGEMENT: The investment policy of the District is guided in large parts by state 
statute as detailed in "Notes to the Financial Statements", Note 2. The District has adopted a 
cash management plan which requires it to deposit public funds in public depositories protected 
from loss under the provisions of the Governmental Unit Deposit Protection Act ("GUDPA"). 
GUDPA was enacted in 1970 to protect Governmental Units from a loss of funds on deposit with 
a failed banking institution in New Jersey. The law requires governmental units to deposit public 
funds only in public depositories located in New Jersey, where the funds are secured in 
accordance with the Act. 

9. RISK MANAGEl\IBNT: The Board carries various forms of insurance, including but not 
limited to general liability, automobile liability and comprehensive/collisio~ hazard and theft 
insurance on property and contents, and fidelity bonds. 

10. OTHERINFORMATION: 

Independent Audit - State statutes require an annual audit by independent certified public 
accountants or registered municipal accountants. The accounting firm of T.M. Vrabel & 
Associates, LLC was selected by the Board of Education. In addition to meeting the 
requirements set forth in state statures, the audit also was designed to meet the requirements of 
the revised Single Audit Act Amendments of 1996 and the related Title 2 U.S. Code of Federal 
Regulations (CFR) Part 200, "Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards," and state Treasury Circular Letter 15-08 0MB. 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. 

11. ACKNOWLEDGMENTS: We would like to express our appreciation to the members of the 
Mountain Lakes School Board for their concern in providing fiscal accountability to the citizens 
and taxpayers of the school district and thereby contributing their full support to the development 
and maintenance of our financial operation. The preparation of this report could not have been 
accomplished without the efficient and dedicated services of our financial and accounting staff. 

Respectfully submitted, 

J4x.u ~tr..e.u· 

Anne Mucci, Ed.D. 
Superintendent 

Daniel A. o 
School B · ess Administrator/Board Secretary 
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l'NDEPENDENT AUDITOR'S REPORT 

The Honorable President and 
Members of the Board of Education 
Borough of Mountain Lakes School District 
County of Morris, New Jersey 

Report on the Financial Statements 

We have audited the accompanying basic financial statements of the governmental activities, the business-type 
. activities, each major fund, and the aggregate remaining fund information of the Borough of Mountain Lakes 

School District 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 tl,e Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with the 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 Responslbillty 

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 in compliance with audit requirements prescribed by the Office of School Finance, 
Department of Education, State of New Jersey. Those standards require that we plan and perfonn the audit to 
obtain reasonable assurance about whether the basic financial statements are free of material misstatement. 

An audit involves perfonning 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 
risks of material misstatement of the financial statements, whether due to fraud or error. ln 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 
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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. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate 
remaining fund information the Borough of Mountain Lakes School District as of June 30, 20 l 8, and the 
respective changes in financial position and cash flows, where applicable, thereof for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. 

Otlter Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management's 
Discussion and Analysis on Page 14 through 20 and budgetary comparison information of schedules C-1 and C-
2 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 
infonnotion for consistency with management's responses to our inquiries, the basic financial statements, end 
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 Borough of Mountain Lakes School District's basic financial statements. The accompanying 
introductory section, and other supplementary information such as the combining and individual fund financial 
statements, long-term debt schedules, statistical tables and the Schedules of Expenditures of Federal Awards 
and State Financial Assistance as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards: and New 
Jersey OMB's Circular 15-08, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid 
are presented for purposes of additional analysis and are not a required part of the basic financial statements. 

The combining and individual fund financial statements, long-term debt schedules and the Schedules of 
Expenditures of Federal Awards and State Financial Assistance is the responsibility of management and was 
derived from and relates directly to the underlying accounting nnd other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in 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 fund financial statements, long-term debt schedules and the Schedules of Expenditures of Federal 
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Awards and State Financial Assistance is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 

The introductory section and statistical tables have not been subjected to the auditing procedures and applied in 
the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any 
assurance on it. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 13, 2018 
on our consideration of the Borough of Mountain Lakes School District's internal control over financial 
reporting and on out 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 compliance. That report is an integral part of an audit perfonned 
in accordance with Oovemment Auditing Standards in considering Borough of Mountain Lakes School 
District's internal control over financial reporting and compliance. 

Montville, New Jersey 
September 13, 2018 

~;!-~ 
Public School Accountant 
License No. CS000689 

Chris C. W. Hwang 
Certified Public Accountant 
License No. CC033704 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Our discussion and analysis of Mountain Lakes School District financial activities for the fiscal year ended June 30, 2018. Please read 
it in conjunction with the transmittal letter on page l and the District's financial .statements. which begin on page 23. 

FINANCIAL IDGHLIGHTS 

• The district's net position decreased $118,000 as a result of this year's operations. Net position of the district's business-type 
activities increased $5,000 and net position of governmental activities decreased by $123,000, or 3.0 percent 

• Total cost of all of the District's operating programs was $52.2 million in 2017-2018 as compared to $40.6 million in 2016-2017. 
• During the 2017-2018 school year, the District bad tax and other program revenues that were less than expenses for governmental 

activities by $838,000. 

USING THIS ANNUAL REPORT 

This annual report consists of a series of financial statements. The Statement of Net Position and the Statement of Activities ( on pages 
23 and 24) provide Information about the activities of the District as a whole and present a longer-term view on the District's finances. 
Fund financial statements start on page 27. For governmental activities, these statements tell how these services were financed in the 
short term as well as what remains for future spending. Fund financial statements also report the District's operation in more detail 
than the government-wide statements by providing information about the District's most financially significant funds 

Reporting the District as a Whole 

The Statement of Net Position and the Statement of Activities 

Our analysis of the District as a whole begins on page 16. One of the most important questions asked about the District's finances is 
"Is the District as a whole better off or worse off as a result of the year's activities?" The Statement of Net Position and the Statement 
of Activities report information about the District as a whole and about its activities in a way that helps answer this question. These 
statements include all assets and liabilities using the accrual basis of accounting, which is similar to the accounting used by most 
private-sector companies. Accrual of the current year's revenues and expenses are taken into account regardless of when cash is 
received or paid. 

These two statements report the District's net position and changes in them. You can think of the District's net position, the difference 
between assets and liabilities, as one way to measure the District's financial health, or financial position. Over time, increases or 
decreases in the District's net position are one indicator whether its.financial health is improving or deteriorating. You will need to 
consider other nonfinancial factors, however, such as changes in the District's property tax base, and the condition of the District's 
capital assets to assess the overall health of the District. 

In the Statement of Net Position and the Statement of Activities, we divide the District into two kinds of activities: 

• Governmental activities: most of the District's basic services are reported here, including general adminjstration. Local taxes, 
tuition (from Boonton Township and the Lake Drive sending districts) and state and federal aid fmance most of these activities. 

• Business-type-activities: the operation of the District's Food Service operation is its only proprietary fund, and is shown on 
pages 31, 32 and 33. 
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Reporting the District's Most Significant Funds 

Fund Financial Statements 

Our analysis of the District's major funds begins on page 18. The fund financial statements begin on page 27 and provide detailed 
information about the most significant funds-not the District as a whole. Some funds are required to be established by State law. The 
District's two kinds of funds, governmental and proprietary, use different accounting approaches. 

Governmental.funds: most of the District's basic services are reported in governmental funds, which focus on bow money flows into 
and out of those funds and the balances left at year-end that are available for spending. These funds are reported using an accounting 
method caJied modified accrual accounting, which measures cash and all other financial assets that can readily be converted to cash. 
The governmental fund statements provide a detailed short-term view of the District's general government operations and the basic 
services it provides. Governmental fund information helps one determine whether there are more or fewer financial resources that can 
be spent in the near future to finance the District's prognum. We describe the relationship (or differences) between governmental 
activities (reported in the Statement of Net Position and the Statement of Activities) and governmental funds in a reconciliation on 
page 29. 

Proprietary funds: when the District charges customers for the full cost of the services it provides, these services are reported in 
proprietary funds. Proprietary funds are reported in the same way that all activities are reported in the Statement of Net Position and 
the Statement of Activities. In fact, the District's enterprise funds (a component of business type funds) are the same as the business
type activities we report in the government-wide statements but provide more detail and additional information, such as cash flows, 
for proprietary funds. 

The District as Trustee 

Reporting the District's Fiduciary Responsibilities 

The District is the trustee, or fiduciary, for the Unemployment Compensation Trust, Scholarship Funds and Agency Funds. All of the 
District's fiduciary activities are reported in separate Statements of Fiduciary Net Position and Changes in Fiduciary Net Position on 
pages 35 and 36. We exclude these activities from the District's other financial statements because the District cannot use these assets 
to fmance its operations. The District is responsible for ensuring that the assets reported in these funds are used for their intended 
purposes. 
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THE DISTRICT AS A WHOLE 

Our analysis below focuses on the net position (Table l) and changes in net position (Table 2) of the District's governmental and 
business-type activities as of June 30. 

Table 1 
Net Position (.In Thousands) 

Governmental Business-type Total 
Activities Activite~ Prima~ ~J!em~nt 

2018 1.Ql1 WI W1 2018 ~ 

Current and other assets $ 2,449 s 3,286 $ 138 $ 142 $ 2,587 $ 3,428 
Long term receivables 
Capital assets 24,378 24,473 s 7 24,383 24,480 

Total assets 26,827 27,759 143 149 26,970 27,908 

Deferred outflows of resources 4,107 4,950 4,107 4,950 

Long-term debt outstanding 10,394 ll,727 10,394 11,727 
Aggregate net pension liability 13.294 16,295 13,294 16,295 
Other liabilities 530 498 68 79 598 577 

Total liabilities 24,218 28,520 68 79 24,286 28,599 

Deferred inflows of resources 2,736 87 2,736 87 

Net position: 
Net investment in capital assets 14,445 13,324 s 7 14,450 13,331 
Restricted 708 1,302 708 1,302 
Unrestricted (deficit) {11,173) {10,523) 70 63 {11,103) {10,460) 

Total net position $ 3,980 $ 4,103 $ 75 $ 70 $ 4,055 $ 4,173 

Net position of the District's governmental activities decreased by 3.0 percent Unrestricted net position, the part of net position that 
can be used to finance day-to-day operations without constraints established by debt covenants, enabling legislation, or other legal 
requirements - decreased $650,000. Restricted net position, those restricted mainly for capital projects decreased by $576,000. Both 
net asset categories benefited from increased economic activity, which resulted in actual revenues exceeding budgeted revenues 
except for interest on investments. The net investment in capital assets increased by $ l, 121,000. 
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Tablc2 
Changes in Net Position (in thousands) 

Governmental Business-type Total 
Activitie§ Activites Prima!Y Govemf!!lnt 

2018 2017 2018 2017 1Qll ZQl1 

Revenues 
Program revenues: 

Otarges for Services 1,097 919 668 721 1,765 1,640 
Operating Grants and Contributions 15,908 4,814 5 6 15,913 4,820 

General revenues: 
Property Tms 21,193 20,697 21,193 ')JJ,697 
Tuition 12,748 13,072 12,748 13,072 
Federal and State Aid 94 54 94 54 
Interest and Investment E.amings 3S 36 
Capital Lease Canceled 150 150 
Other General Revenues 144 190 144 190 
Transfer p9) p6) 39 36 

Total Revenues: 51,330 39,710 713 763 52,043 40,473 

fro&ram e~enses including indiacct em~nses 

Instruction: 
Regular 18,673 14,323 18,673 14,323 
Special 10,660 8,092 10,660 8,092 
Other instruciton 1,998 1,587 1,998 1,587 

Support services: 
Tuition 902 984 902 984 
Student and instruction related services 8,358 6~5 8,358 6,235 
School administrative services 2,900 2,124 2,900 2,124 
General and business administrative services 1,285 1,018 1,285 1,018 
Plant operations and maintenance 4,640 3,941 4,640 3,941 
Pupil transportation 460 358 460 358 

Special schools 1,278 901 1,278 901 
SDA Debt Service Assessment 48 48 48 48 
Interest on long-tenn debt 250 272 250 272 

Food Services 708 716 708 716 

Total f.,q,enses Sl,452 39,883 708 716 52,160 40,599 

Increase (Decrease) in Net Position !122) (173) 5 47 'IIZ) (12~ 
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THE DISTRICT'S FUNDS 
Governmental Activities 
Table3 
Information below compares revenues and expenditures for all governmental fund types for 2017-2018 and 2016-2016. 

($000 omitted) 
Revenues by Source: 2017-2018 2016-2017 %Change 

Local Tax Levy 21,344 20,923 2.01% 
Tuition Charges 13,694 13,765 -0.52% 
Interest Earned to Investments 35 6 483.33% 
Miscellaneous 461 532 -13.35% 

Total - Local Sources 35,534 35,226 0.87% 
State Sources 6,763 4,229 59.92% 
Federal Sources 311 292 6.51% 

Total Revenues 42,608 39,747 7.20% 

($000 omitted) 
Expenditures by Function: 2017-2018 2016-2017 %thange 
Current: 

Regular Instruction 10,382 9,973 4.10% 
Special education 5,744 5,675 1.22% 
Other instruction 1,157 1,155 0.17% 

Support Services and undistributed costs: 
Tuition 902 984 -8.33% 
Student and instruction related services 4,787 4,552 5.16% 
School administrative services 1,566 1,505 4.05% 
General and Business administrative services 817 786 3.94% 
Plant operations and maintenance 3,430 3,197 7.29% 
Pupil transportation 427 463 -7.78% 
Employee Benefits 11,177 8,550 30.73% 

Capital Outlay 1,081 290 272.76% 
Specials Schools 838 693 20.92% 
Debt Service: 

Principal 880 880 0.00% 
Interest on long-term debt 258 279 -7.53% 

Total Expenditures 43.446 38,982 I 1.45% 

Due to changes in surplus regulations, the board of education does not have large amounts of cash on hand thus decreasing OW' ability 
to invest monies for investment income. 
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Business-type Activities 

The District•s only Enterprise Fund is its Food Service operation. The basic financial statements for the major funds ere included in 
this report. Because the focus on business-type funds is a cost of service measurement, we have included these funds in Table 4, 
which demonstrates return on ending assets and return on ending net position. 

Table4 

($000 omitted) 

Total Assets 
Net Position 
Change in Net Position 

Return on Ending Total Assets 

Return on Ending Net Position 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 
Table 5 

Capital Assets at Year-end 
(Net of Depreciation, in thousands) 

Land 
Land Improvements 
Buildings 
Machinery and F.quipm:nt 
Construction-in-progress 

Subtotal 
AccuRIJ lated Depreciation 

Totals 

G:>vemm:ntal 
Activities 

2018 ~ 

300 300 
679 679 

36,026 35,910 
4,231 4,181 

816 

42,052 41,070 
{17,674) {16,596) 

24,378 24,474 

Food 
Service 

149 
70 
57 

38.26% 

81.43% 

Business-type 
Activites 

2018 2017 

28 28 

28 28 
{23) {22) 

s 6 

Totals 
2018 2017 

300 300 
679 679 

36,026 35,910 
4,259 4,209 

816 

42,080 41,098 
{17,697) {16,618) 

24.383 24,480 

The District's 2018-2019 capital budget anticipates a spending level of $300,000 for capital projects to be funded by the districts 
operating budget for various equipment and renovations. More detailed infonnation about the District capital assets is presented in 
Note ID:C. to the basic financial statements. 
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DEBT 

At year-end the District had total debt of$27,148,000 outstanding versus $11,148,000 last year-an increase of 143.5% percent- as 
shown in Table 6. 

Outstanding Debt, at year -end (In thousands) 
Table 6 

Governmental 
Activities 
~ W1 

Serial Bonds 
Loans 
Capital Leases 
Temporary Notes 
Authori1.ed but not Issued 

An analysis of District Debt is presented in Note IV:B. to the basic financial statements. 

BUDGETS 

7,775 8,6SS 

2,157 2,493 

17,216 
27,148 111148 

The variances between the originally adopted budget for the year 2017-20 J 8, and the final budget were caused by the treatment of 
encumbrances that are added to the original budget and additional revenue. In addition, the State pension payments, which are paid by 
the State on behalf of employees are not budgeted, however they are counted as an expense in the audit. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a general overview of 
the District's finances and to show the District's accountability for the money it receives. If you have questions about this report or 
need additional financial information, contact the School Business Administrator, Daniel A. Borgo, Mountain Lakes School District, 
400 Boulevard, Mountain Lakes, New Jersey. 
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ExhlbltA•1 
BOARD OF EDUCATION 

BOROUGH OF MOUNTAIN LAKES 
Statement of Net PoslUon 

June 30, 2018 

Govamment.al Business-type 
&tlvll!Y A~lvlt!il Total 

ASSETS 
Cash and cash equivalents $ 1,702,979.84 s 51,027.98 $ 1,754,007.6.2 
Receivables, net 663,272.02 683,272.02 
lnterfund receivable 80,131.83 80,131.83 
Inventory 7,287.58 7,287.58 
Resltlcled assets: 

Cash and cash equivalents (818,622.17) (816,622.17) 
Capital reserve account • cash 900,062.58 900,062.58 

Capital assets, net (Note Ul:C.): 2413n.1ee.1s 51237.18 2413831023.31 
Total Assels 28.827 ,478.22 143,884.33 261971,182.55 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred outflow8 related to pensions 4.106.737.82 41106.737.82 

Total Deferred Outflows of Resources 41106.737.62 41106.737.62 

LIABILITIES 
Accounls payable 40,983.25 40,983.25 
lnterfund payable 80,131.63 80,131.63 
Payable to stale government 54,675.82 54,675.82 
Bond Interest payable 86,119.79 86,119.79 
Unearned revenue 201,818.02 27,413.27 229,229.29 
Other 107,118.90 
Long-term llablllUes other than penslons(Note IV:B.): 

Due within one year 1,273,nS.44 1,273,nS.44 
Due beyond one year 9,120,867.61 9,120,687.61 

Aggregate net pension llablllty 131293,686.00 1312931688.00 
Total llabllltles 2412171993.21 68,398.52 2411791270.83 

DEFERRED INFLOWS OF RESOURCES 
Deferred Inflows related to pensions 2,738,153.00 2,7361153.00 

Total Deferred Inflows of Resources 217361153.00 2.7361153.00 

NETPosmoN 
Net Investment In capital assets 14,445,348.76 5,237.16 14,450,583.92 
Restricted for: 

Capital projects (814,018.31) (814,018.31) 
Debt service (88,119.44) (86,119.44) 
Other purposes 1,608,318.83 1,608,318.63 

Unrestricted (11,173,458.21) 701050.65 111,103.407.56) 

Total Net PoslUon $ 3,9801089.63 $ 751287.81 s 4,055,357.44 

The accompanying Notes to Financial Statements are an Integral part of this statement 
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Functlona/Programa 

Governmental activities: 
lnstJUctlon: 

Regular 
SpeclaJ educallon 
Other insuuctloo 

Suppol1 servlcaa: 
Tuition 
Student and Instruction related &&rvices 
School admlnlstrallve services 
General and business admlnlslralive selVices 
Plant operations and maintenance 
Pupil t,anspol1ation 

Spacial 8Chools 
SOA Debt SaMCe Aasasament 
Interest on ~tann debt 

Total governmental activities 

Businaas-typa activities: 
Food SatVk:e 

Total business-type activitlas 
Total primary government 

$ 18,673,350.33 $ 
10,659,809.91 
1,997,514.07 

902,498.72 
8,357,945.16 
2.899,647.19 
1,284,884.02 
4,640,434.97 

460,165.74 
1,278,136.68 

48,298.00 
250,107.29 

51 1452a782.07 

708,265.79 

708,265.79 

BOARD OF EDUCATION 
90ROUGH OF MOUNTAIN LAKES 

Statement of ActlvfflN 
For the Year Ended Jw,e 30, 2018 

Program Revenu• 

- $ 5,971,536.98 
4,096,588.67 

549,655.07 

208,490.86 
2.603,366.29 

906,059.39 
296.598.57 
830,884.88 
40,554.18 

945,681.42 305,110.11 

151,166.29 98,921.00 

t,096,847.71 15,907,764.00 

667,975.99 6,571.45 

667,975.99 5,571.45 

$ 52,161,047.86 $ 1,764,823.70 $ 15,913,335.45 

General revenues: 
TUN: 

Property laxas, levied for gane181 purposes 
Property taxes, levied fl>f debt 88fVice princlpal 

Federal and Stale aid not rastricled 
Tuition (other than special schoola) 
Investment Eamlnga 
Mlscellaneoua Income 
Capital Laue principel canceled 
Tran8fera 

• 

c.,,ltal 
Grantaand 

Cootdbvlfoot 

$ 

$ 

Total general revanuae, special ltama. axtraorcinaly Items and transfers 
Change In Net f>O&itlon 
Nat POlition-4>aginn, as restated 

Net Position-ending 

The accompanying Notes to Financial S.._,ta ara an Integral part of thle atatement. 

$ 

s 

$ 

s 

Net (Expenae) Revenue and 
Ch&np In Net Poelllan 

Governmental Bualneu-type 
Actlyftlg Aptlyftlg 

(12,701,813.35) $ $ 
(6,583,223.24) 
(1,447,858.00) 

(694,007.86) 
(5,754,578.86) 
(1,993,587.80) 

(988,285.45) 
(3,809,550.09) 

(419,601.58) 
(27,365.16) 
(48,298.00) 

(34,448.170.36) 

134,718.35) 

(34.718.~ 
134,448,170.36) $ 134i718.35) i 

20,320,489.00 $ $ 
872,441.71 

93,814.92 
12,748,296.30 

34,769.33 738.57 
144,470.25 
150,3R32 
(38,837.00) 38,837.00 

34,325.618.83 39,575.57 
(122,551.53) 4,857.22 

4,102,621.18 70,430.59 

3,980,089.63 $ 75,287.81 $ 

ExhlbitA-2 

(12,701 ,813.35) 
(8,563,223.24) 
(1,447,858.00) 

(694,007.86) 
(5,754,578.88) 
(1,993,587.80) 

(988,285.45) 
(3,809,550.09) 

(419,601 .58) 
(27,365.15) 
(48,298.00) 

(34,448.170.36) 

(34,718.35) 

134,718.35) 

134,4821888. 71) 

20,320,489.00 
872,441.71 

93,814.92 
12. 748,296.30 

35,507.90 
144,470.25 
150,374.32 

34,365,194.40 
(117,694.3 1) 

4,173,051.75 

4,055,357.44 
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GOVERNMENTAL FUNDS 

26 



ExhlbltB-1 
SOARD OF EDUCATION 

BOROUGH OF MOUNTAIN I.AKES 
Balanc• Shfft 

Govwmm,nllll Fund• 
Jun, 30, 2011 

SpKlal C1plllll Dtbt Total 
General RtY1111.11 PfOjKta s.mc:, Gcwtm1111ntal 

f5ll!ll f!ID!l fim fa flllml 

ASSETS 
Cut, WM! cuh eqwvalentl $ 1,578,493.87 s 126,4811.92 s (118,822.17) s 0.35 s BBe,357.47 
Reeelvltllff from ottw govemmellll 129,734.73 25,523.30 152,258.03 
Tuition lwcelvabll 441,975.90 441,1175.110 
Other l'ICllvablel 82,025.70 7,012.39 89,038.09 
Rttll1dtd cnll llld cuh equlvalenla 900.082.58 900,INl2.58 

TolalMaell s 3. 101,2112.68 I 159,021.31 s (818,822.17} s 0.35 s 2,449,892.07 

LIABILITIES AND FUND BALANCES 
IJablllUn: 

lnl•rfllnde payable $ 80,131.83 s s s 10,131.83 
Payable lo 1tale gOV91llfflefll 54,975.82 54,875.82 
Uneamtd revar111 87,470.53 104,345.49 201,818.02 
Other 1071118.IIO 101111uo 

Total L.llbllUet 214,721.0II 1591021.:11 443a742.37 

Fllld 811anc:u: 
R1all1dld lor: 

Re.vtd ExceM Surpkll - Oeslgnalld lor 
SW1tqll8lll Yea'a E,cpendlbnt 88,099.80 98,0llll.80 

R1111Ve lot Ela:911 SurpllJI 2'9,979.94 269,1179.94 
Cljlllal Raserw Acalllll 900,082.58 900,082.511 
Capllal Pn,fecta (f,71-4,080.89) (1,714,080.89) 
Debi Service 0 .. 35 0.35 

Aa11gntc1 10: 
Other Purposu 354,780.37 897,458.72 1,252,230.09 
Dalgnattd tor Subsequent Yalll'I 

ExpendlllAI 453,071.20 .ca:J,071.20 
llnaulgned 1se,sn.83 758,677.83 

Tolal Fllnd Ballncn 2,1122,571 .52 [8111,822.tn 0.35 2,cnl,948. 711 

T Dt11 UabOlllet Ind Fund Ballnc:at s 3,107,292.58 s 1591021.31 s (8111,822.1?.) s 0.35 

AmOIJl!a l'flOll9d for gawmment1/ ldlvltl,1 ii lhl 1ta11ment of 
nit poaldon (A,.1) ara dlffll!'IIII bacaUJI: 

Adjuatment to Debt SetVict Fund net pollllon for lht 
acauaJ of illantlt eicpenN. (80, 111).79) 

Capllal atHII used In governmental actMtle1 1n1 not ftnandal 

IISOlll'CII and thlllfor9 .,. not reported In the fllndl. Tl'lt al9I 
al lhl 11Hll l1 S42.052,241S.99 and the 11CC11mulattd depntdallrln 
la $17,674,480.84. 24,377, 7118.111 

Penalon llblttle9 net of daflffllCI DUlllowl and lntlowl of ruource1 (11,923, 103.38) 

LOfl!>-!llffll labltlH, lnQldlng bolldl paylblt, art not Ille and 

payable In Iha curranl ptf1od and lhllltfin llt8 not reported •• 
llablltlu In the funds (8" Notl lV:8.) (10,394,443.~ 

Net po11tlon of govemmanllll 1ctMU11 s 31890,089.53 

'Tll• IICCO"'fllnylng Ngga to Financial Stattmanta ant an lnwgral part of 11111 1tatam1r,L 
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ExhlbltB-2 
BOARD OF EDUCATION 

BOROUGH OF MOUNTAIN LAKES 
Stalament of fleft1111111, Ellpendltu,..., And Changes In Fund BIilen~ 

Gowimmental Pund• 
For 1he YNr Ended June 30, 2011 

Spec:J1I Clpllll Debi Tolll 
Genlral Revlnua ProfKtl Semeo Gowm111enlll 
.El!IHl fllll5I fllml f.lm!I flla!ll 

REVENUES 
Local aourcn: 

l.ocll tu levy s 20,320,489.00 s s s 1,023,828.00 S 21,344,117.00 
Tulllon chl,ge1 13,69.1,967. 72 13,693,957.72 
Interest amed on lnvestmenll 24,338.53 24,338.53 
Interest earned on Capital Resarva Fonda 10,430.80 10,430.80 
MltctlantOUI 144.470.25 3161312.06 460i782.30 

Total • local Sourcet 34,193,688.30 318,312.06 1,023,628.00 35,533,626.35 
State IOUl'Ctl 8,324,043.80 :M0,357.84 98,921.00 8,763,322.73 
Federal sources a101988.14 3101968.14 

Total Revenue, 4015171730.19 9871636.03 111221549.00 421607,917.22 

EXPENDITURES 
Cumint 

Regular lnslNCtlon 9,791,118.42 590,417.73 10,381,634.15 
Spacl1l edua1llon lnalnlctlon 5,500, 126.12 243,880.00 5,743,785.12 
Other Instruction 1,157,146.40 1,157,148.40 
Sopport Hl'Vlcu and undlllrlbutsd coltl: 

Tuition 902,498.72 902,498.72 
Swclenl and Instruction 19Jeled servk:et 4,653,557.35 133,580.30 4,787,117.85 
School ldmtnlatrulfve 181Vlcea 1,665,857.14 1,586,857.14 
General and bualNl11 1dmlnl811alfv1 HIVICII 818,878.98 s1e.a1e.ee 
Plant operallon1 and maintenance 3,430,281.11 3,430,281.11 
Pupil tran8porta11on 428,968.80 428.986.BO 
Unalocatad beneftq 11,177,058.24 11,177,058.24 

Spec:111 achooll 636,318.64 838,318.84 
Capital oullly 264,784.61 818,822.17 1,081,386.68 

Debt 11rvlce: 
Principal 880,000.00 880,000.00 
Interest and olhef chatgea 257,625.00 2571825.00 
Total Elcpendltu,., 401524.387.41 9671838.03 8181622.17 111371826.00 4314481452.81 

Exceaa (Dellc:lency) of r81/tlffllll 
over &)1Jlendllun11 (81837.22) (818,822.17} c1u18.ool (838,536.39) 

OTHER FINANCING SOURCES AND (USES) 
Transfers (out) 1381837.00) (38,837.00) 

Total Other Flnlnclng Source, and (Uaee) (38,837 :!!!) (381837 .00) 

Net change In fund balance, {46,474.22) (818,622.17) (15,278.00) (877,372.311) 
Fund Balance-Jul'f 1 Z88M45. 7 4 15;!78.35 2,883,322.09 

Fund Balance--June 30 s i1122,571.52 s s (818,622.ID S 0.35 s ~005.949.70 

The ac:companylng No•• to Fln1ncl1l Slatemenll .,. an lnllgral part of thla 11*men1. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

R1eonc:lll1Uon or Ule 8tatam,nt or Rtvenu11, Exp1nd1tu,w1, 
end Ch1ngN In Fund Ba/1nc11 of Gov1mm1ntal Funda 

lo the 8tatlmlnt or Ac:tMtln 
For th• Year Ended Jun, 30, 2011 

Total net c:hangt In fund balanco • govemmantal fundl (from B·Z) 

Amounla repoi1ed fot governmental actlvllln In the atatement 
of actlvillel (A-2) are diffenlnt becaute: 

In the 1tat1m1nt d ac:tlvltlet, lnlare1t on long-tenn debt in the atatement or 1dlvltle1 I• acaued, 
revan11e .. of when due. In the govemmenlal lunda, lntornt 11 reportad when due. The dlff11ence 
In accnied lntere1t 11 an 1ddi11on In the reconclllaUon. (+) 

inte1e1l peld 
lntemt ICCl\lld 

S 257,825.00 

Capitll oulllya .,. reponed In g011tJmm1nta1 fund• •• expendlturn. However, in the atalament of 
acUvlU11, lhe coat d thoae uaata 11 alloc:aled over their 11tlm1ted u1tful lv11 11 depreclaUan exp1n11. 
Thia It the amount by which capital outlayt exceeded depl'9c:lallon In the pe,lod. 

Oeprtdatlon awpense 
Capllal outlayt (exdutive of capital 
lea• f)l1nclpll peym111ta and 

SOA Oabt Service Alleaament) 

Adjuatrnent to Capllll Aaaell in accordance with phyak:al apprallll and dilpolltlona 

In the atatement of 1ctiv1U111, only Ille gain on the dlapolll of c:apitll a111ta 11 reported, whereat 
In the governmental funda, the proceed• from a sale lncntaae flnanclll reaoun:u. Thu,, the change In 
nel auall wll differ from the dlange In fund balanc:e by the coat of the a1Mt removed. (·) 

In tht ,tatament d 1c:tlvlll11, certain oparaung expen1111, e .g., compenaallld 1b111nc:n (vacaUon1 and 
unuald lick pey).,. meuuntd by the amountl eamed during 0. year. In 1he govammenlal fund,, 
hanvar, e,cpendlturea ror thllH Item• are reported In the amount of nnandal rHOlll'CII uaed (paid). 
Whln the eerned amount axailld1 lhe paid amount, the dlfferenc:e 11 reduction In the raconc:fllallon (-); 
when Ille paid amount exceed• the eamld amount the dlffer9nce It en addition In Iha reconclflatlon (+). 

Oovemmental liindi ,epon district pco1icm eot11n1Ntlalll u apcndilllra. la !he IIBl.eClellf af acrivites, 
howawr, tho ,:01t of pcmion bancfiu earned net or employee concnlnitiom is reported u pauion expc11111. 

Ol11tfct pen11on contrlbutlona • PERS 
Cott d bentffll aemed net ot 

employee• conb1button1 

Payment of long•tenn llabllity principal 11 an exp11ndllu,. In the govemmantal rund,, but the nipayment niduc:ea 
long-term llablBU11 In th• 1111.ement of ne1 u111a and It not ntported In the ,tatement of ac:UvlU11. 

Debt principal 
Capital leaH plfnclpll 
Capital lease prtnc:lpal canceled 

Proc:etd1 flOffl debt lsaue1 are a nnanc:tng aource In the govemmental fund,. They ,,. not menu11 In 
the 1tatement of 1dlv1Ue1; l11ulng debt lntn1111 long,.term llablllU11 In the 11111.ement of net 11111111. 

Proceed• of long,.tenn debt (Refunding Bonda) 
Capltal leaaa proceeds 

Revenuea In the etatamenl d ac:tiYIUn which do not provide at0'9nt nnam:lal 11aourcea 11111 not 
repo,ted •• revenu11 In the fund1. (+) 

Chang, In net po11Uon of govemmantal 1ctlvltl11 

Th• 1ccomp1nyln11 Nolta lo Flnanc:Jal Statemtntl are an lntegr1I part or thla 1tatamenL 
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(250,107.29) 

(1,078,0S..80) 

983,180.08 

638,504.82 

(1,027,812.00) 

Exhibit B-3 

$ (817,372.39) 

7,717.71 

(84,974.62) 

117,338.50 

(491,107.38) 

880,000.00 
185,372.23 
150,374.32 

S (122,551.53) 
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ExhlbltB-4 
BOARD OF EDUCATION 

BOROUGH OF MOUNTAIN LAKES 
Statement of Net Position 

Proprietary Funds 
June 301 2018 

Business-type Activities -
Ente!Ertse Funds 

Food 
Servlc! Totals 

ASSETS 

Current Assets: 
Cash and cash equlvalants $ 51,027.88 $ 51,027.98 
lnterfunds receivable 80,131.63 80,131.83 
Inventories 7,287.58 71287.56 

Total Current Assets 138,447.17 138,447.17 

Noncurrent assets: 
Furniture, machinery and equipment 28,469.30 28,469.30 
Less accumulated depreciation {23,232.14) {23.232.14) 

Total Noncurrent Assets 5,237.18 5,237.16 
Total Assets 143,684.33 143,684.33 

LIABILITIES 

Current UabUltles: 
Accounts payable 40,983.25 40,983.25 
Prepaid Sales 27,413.27 27.413.27 

Total Current Liabilities 68,396.52 68,396.52 

NET ASSETS 

Net Investment In capital assets 5,237.16 5,237.16 
Unrestrtcted 70,050.65 70,050.65 

Total Net Position $ 751287.81 $ 751287.81 

·he accompanying Notes to Financial Statements are an Integral part of this statemenL 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

Statement of Revenues, Expenses. and Changes In Fund Net Position 
Proprietary Fund• 

For the Year Ended June 30. 2018 

Operating Revenues: 
Chargas for services: 

Dally sales • reimbursable programs 
Dally sales • non-reimbursable programs 
Special functions 

Total Operating Revenues 

Operating Expense,: 
Cost of sales 
Salaries 
Employee benefits 
Management Fee 
General suppllea 
Depreciation 

Total Operating Expenses 

Operating Income (Loss) 

Nonoperatlng Revenues (Expenses): 
Federal sources: 

National school breakfast program 
Interest and Investment revenue 

Total Nonoperatlng Revenues (Expenses) 
Income (loss) before contributions and transfers 

Transfers In {out) 
Change In net position 

Total Net Posfllon-Beglnnlng 

Total Net Position-Ending 

The accompanying Notes to Financial Statements are an Integral part of this statement. 
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$ 

$ 

ExhlbltB-6 

BuslneH-type Activities • 
Enterprise Funds 

Food 
s,rvtc, Im!! 

841.30 $ 
620,870.88 
46,263.81 

667,975.99 

291,671.10 
264,567.80 
67,126.45 
29,568.40 
53,754.19 
1,578.85 

708,265.79 

(40,289.80) 

5,571.45 
738.57 

6,310.02 
(33,979.78) 
38,837.00 
4,857.22 

70,430.59 

75.287.81 s 

841.30 
620,870.88 
46,263.81 

667,975.99 

291,671.10 
264,587.80 
67,125.45 
29,568.40 
63,754.19 
1,578.85 

708,265.79 

(40,289.80) 

5,571.45 
738.67 

61310.02 
{33,979.78) 
38,837.00 
4,857.22 

70,430.59 

751287.81 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

Statement of Caah Flows 
Proprietary Fund• 

For the Year Ended June 30, 2018 

CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts from customers 
Payments to employees 
Payments for employee benefits 
Payments to suppliers 

Net cash provided by (used for) operating activities 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 
State Sources 
Federal Sources 
Operating subsidies and transfers to other funds 

Net cash provided by (used for) non-capital financing activities 

Net Increase (decrease) In cash and cash equivalents 
Balances-beginning of year 

Salances-end of year 

Reconclllatlon of operating Income (loss) to net cash provided by 
(used for) operating activities: 

Operating Income (loss) 
Adjustments to reconcile operating Income (loss) to net cash 

provided by {used for) operating activities: 
Depreciation and net amortization 
(Increase) decrease In accounts receivable, net 
(Increase) decrease In Inventories 
Increase (decrease) In accounts payable 
Increase (decrease) In prepaid sales 

Total adjustments 

Net cash provided by (used for) operating activities 

$ 

$ 

$ 

$ 

Exhibit B-6 

Buslnese-type Actlvltln • 
Entarprfse Funds 

Food 

Service 

669,117.08 
(264,567.80) 
(67,125.45) 

{392.357 .16) 
{54.933.33) 

5,571.45 
38.837.00 
44A08.45 

(9,786.31) 
eo1814.29 

51,027.98 

$ 

$ 

{401289.80) $ 

1,578.65 
(5,571.45) 

(166.07) 
(17,197.40) 

6,712.54 

{14,643.53) 

1541933.33) $ 

669,117.08 
(264,567.80) 
(67,125.45) 

{392.357.16) 
{54,933.33) 

5,571.45 
381837.00 
44,408.45 

(9,786.31) 
60,814.29 

51.027.98 

{40,289.80) 

1,578.85 
(5,571 .45) 

(166.07) 
(17,197.40) 

6,712.54 

(14,643.53) 

154.933,33) 

The accompanying Notes to Financial Statements are an Integral part of this statement. 
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FIDUCIARY FUNDS 
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ASSETS 
Cash and cash equivalents 

Total Assets 

LIABILITIES 
Payable to student groups 
Payroll deductions and withholdings 
I RS Section 125 Plan 

Total Liabilities 

NET POSITION 
Held In trust for unemployment 

claims and other purposes 
Reserved for scholarships 

BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

Statement of Fiduciary Net Position 
Fiduciary Funds 
June 30, 2018 

Unemployment 
Compensation 

Trust 

$ 318,131.87 

$ 3181131 .87 

$ 318,131.87 

Private 
Purpose 

Scholarship 
Fund 

$ 94,373.50 

$ 94,373.50 

$ 94,373.50 

The accompanying Notes to Financial Statements are an Integral part of this statement. 
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Agency 
Fund 

$ 394,227.50 

$ 394,227.50 

$ 337,979.05 
46,136.43 

10,112.02 

$ 394,227.50 



ExhlbltB-8 
BOARD OF EDUCATION 

BOROUGH OF MOUNTAIN LAKES 
Statement of Changes In Fiduciary Net Position 

Fiduciary Funds 
For the Year Ended June 30, 2018 

Private 
Unemployment Purpose 
Compensation Scholarshlp 

Trust EYm! 
ADDITIONS 

Contributions: 
Plan member $ 26,152.93 $ 
Board Contribution 
Other 41532.00 

Total Contributions 261152.93 41532.00 
Investment earnings: 

Interest 31131.20 47.92 
Net Investment earnings 31131.20 47.92 

Total Additions 291284.13 41579.92 

DEDUCTIONS 
Unemployment claims 31,585.36 
Scholarships awarded 131477.08 

Total Deductions 311585.36 131477.08 
Change In Net Possltlon (2,301.23) (8,897.16) 

Net Position-beginning 320z433.10 1031270.66 

Net Position-ending $ 3181131.87 $ 941373.50 

The accompanying Notes to Financial Statements are an Integral part of this statement. 

36 



NOTES TO BASIC FINANCIAL STATEMENTS 

37 



BOARD OP EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30. 2018 

Note I: Summary of Significant Accounting Policies 

A. Basis of Presentation 

The financial statements of the Board of Education (Board) of the Borough of Mountain Lakes School District 
(District) have been prepared in conformity with generally accepted accounting principles (GAAP) as applied to 
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body 
for establishing governmental accounting and financial reporting principles. In its accounting and financial reporting, 
the District follows the pronouncements of the Governmental Accounting Standards Board {GASB). The more 
significant accounting policies established in GAAP and used by the District are discussed below. 

B. Reporting Entity 

The Borough of Mountain Lakes School District is an instrumentality of the State of New Jersey, established to 
function as an educational institution. The Board consists of elected officials and is responsible for the fiscal control 
of the District A superintendent is appointed by the Board and is responsible for the administrative control of the 
District 

The primary criterion for including activities within the District's reporting entity, as set forth in Section 2100 of the 
GASB Codification of Governmental Accounting and Financial Reporting Standards. is the degree of oversight 
responsibility maintained by the District Oversight responsibility includes financial interdependency, selection of 
governing authority, designation of management, ability to significantly influence operations and accountability for 
fiscal matters. The combined financial statements include all funds of the District over which the Board exercises 
operating control. The operations of the District include one elementary, one junior and one senior high schools as 
~u as a school for the hearing impaired located in Mountain Lakes. There were no additional entities required to be 
included in the reporting entity under the criteria as descnoed above, in the current fiscal year. Furthermore, the 
District is not includable in any other reporting entity on the basis of such criteria. 

C. Basic Financial Statements- Government-Wide Statements 

The District's basic financial statements include both government-wide {reporting the District as a whole) and fund 
financial statements (reporting the District's major funds). Both the government-wide IIJld fund tin11J1cial statements 
categori2e primary activities as either governmental or business type. The District's general and special revenue 
activities are classified as governmental activities. The District's food service program is classified as a business-type 
activity. 

In the government-wide Statement of Net Position, both the governmental and business-type activities columns {a) are 
presented on a consolidated basis by column. (b) and are reported on a full accrual, economic resource basis, which 
recognizes all loog-term assets and receivables as well as long-term debt and obligations. The District's net position 
are reported in three parts-invested in capital assets, net of related debt; restricted net position; and unrestricted net 
position. The District first utilizes restricted resources to finance qualifying activities. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30. 2018 

Note I: Summary of Significant Accounting Policies {Continued} 

C. Basic Financial Statements· Government-Wide Statements 

The government-wide Statement of Activities reports both the gross and net costs of each of the District's functiom 
and business-type activities. The functions arc also supported by general government revenues (property taxes, 
tuition, certain intergovernmental revenues, etc.). The Statement of Activities reduces gross expenses (including 
depreciation) by related program revenues, operating and capital grants. Program revenues must be directly 
associated with the function (regular instruction, vocational programs, student and instruction related services, etc.) or 
a business-type activity. Operating grants include operating-specific and discretionary (either operating or capital) 
grants while the capital grants column reflects capital·specific grants. 

The net costs (by function or business-type activity are nonnally covered by general revenue (property taxes, tuition, 
interest income, etc.). 

a. The District allocates indirect costs such as on.behalfTPAF Pension Contributions, on•bebalf TPAF and 
PERS and OPEB Contributions end Reimbursed TP AF Social Security Contributions. 

The government-wide focus is more on the sustainability of the District as an entity and the change in the District's 
net position resulting from the current year's activities. Fiduciary funds arc excluded from the government-wide 
financial statements. 

D. Bllllic Financial Statements- Fund Financial Statements 

The financial transactions of the District are reported in individual funds in the fund financial statements. Each fund 
is accounted for by providing a separate set of self-balancing accounts that comprises its assets, liabilities, reserves, 
fund equity, revenues and expenditures/expenses. The various funds are reported by generic classification within the 
financial statements. 

The emphasis in fund financial statements is on the major funds in either the governmental or business-type activities 
category are summarized into a single column. OASBS No. 34 sets forth minimum criteria (percentage of the assets, 
liabilities, revenues or expenditures/expenses of either fund category or the governmental and enterprise combined) 
for the determination of major funds. The nonmajor funds are combined in a column in the fund financial statements. 
The State of New Jersey Department of Education bas mandated that all New Jersey School districts must report all 
governmental funds as major, regardless of the fund meeting the GASB definition of a major fund. However, the 
GASB criteria are applied to proprietary funds. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30. 2018 

Note I: Summary of Significant Accounting Policies (Continued} 

D. Basic Financial Statements- Fund Financial Statements (Continued} 

The following fund types are used by the District: 

Governmental Fund Types 

The focus of the governmental funds' measurement (in the fund statements) is upon determination of financial 
position and changes in financial position (sources, uses, and balances of financial resources) rather than upon net 
income. The following is a description of the governmental funds of the District: 

General Fund - The general fund is the general operating fund of the District. It is used to account for all 
financial resources except those required to be accounted for in another fund. Included an, certain 
expenditures for vehicles and movable instructional or noninstructional equipment which arc classified in the 
Capital Outlay subfund. 

As required by the New Jersey State Department of Education, the District includes budgeted Capital Outlay in 
this fund. Generally accepted accounting principles as they pertain to governmental entities state that General 
Fund resources may be used to directly finance capital outlays for long-lived improvements as long 89 the 
resources in such cases are derived exclusively from unrestricted revenues. 

Resources for budgeted capital outlay purposes an, normally derived from State of New Jersey Aid, district 
taxes and appropriated fund balance. Expenditures are those that result in the acquisition of or additions to 
fixed assets for land, existing buildings, improvements of grounds, construction of buildings, additions to or 
remodeling of buildings and the purchase of built-in equipment. These resources can be transferred from and 
to Cwmit Expense by board resolution and, excluding equipment, with County Superintendent approval. 

Special Revenue Fund - The Special Fund is used to account for the proceeds of specific revenue from State 
and Federal Government. (other than major capital projects, Debt Service or the Enterprise Funds) and local 
appropriations that are legally restricted to expenditures for specified purposes. 

Capital Projects Fund - The Capital Projects Fund is used to account for all financial resources to be used for 
the acquisition or constlUction of major capital facilities ( other than those financed by Proprietary Funds). The 
financial resources are derived from temporary notes or serial bonds that are specially authorized by the voters 
as a separate question on the ballot either during the annual election or at a special election. 

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of resources for, and the 
payment of principal and interest on bonds issued to finance major property acquisition, construction and 
improvement programs. 

Pennanent Fund - A permanent fund is used to account for assets held under the terms of a formal trust 
agreement. whereby the District is under obligation to maintain the trust principal. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note I: Summary of Significant Accounting Policies (Continued) 

D. Basic Financial Statements- Fund Financial Statements (Continued) 

Fund Balances - Governmental Funds 

In the fund financial statements, governmental funds report the following classifications of fund balance: 

Nonspendable - includes amounts that cannot be spent because they are either not spendable in fonn or are 
legally or contractually required to be maintained intact 

Restricted- includes amounts restricted by external sources {creditors, laws or other governments, etc.) or by 
constitutional provision or enabling legislation. 

Committed - includes amounts that can only be used for specific purposes. Committed fund balance is 
reported pursuant to resolutions passed by the Board of Education, the District's highest level of decision 
making authority. Commitments may be modified or rescinded only through resolutions approved by the 
Board of Education. 

Assigned - includes amounts that the District intends to use for a specific purpose, but do not meet the 
definition of restricted or committed fund balance. Under the District's policy, amounts may be assigned by 
the Business Administrator. 

Unassigned - includes amounts that have not been assigned to other funds or restricted, committed or assigned 
to a specific purpose within the General Fund The District reports all amounts that meet the unrestricted 
General Fund Balance Policy descn'bed below as unassigned. 

The details of the fund balances arc included in the Governmental Funds Balance Sheet When an expenditure is 
incurred for purposes for which both restricted and unrestricted fund balance is available, the District considers 
restricted funds to have been spent first. When an expenditure is uncured for which committed, assigned, or 
unassigned fund balance are available, the District considers amounts to have been spent first out of committed 
funds, then assigned funds, and finally unassigned funds as needed. 

Proprietary Fund Type 

The focus of Proprietary Fund measurement is upon determination of net income, changes in net position, 
financial position and cash flows. The generally accepted accounted principles applicable are those similar to 
businesses in the private sector. The following is a description of the Proprietary Funds of the District: 

Enterprise Funds - The Enterprise Funds arc utilized to account for operations that are financed and operated 
in a manner similar to private business enterprises - where the intent of the District is that the costs (i.e. 
expenses including depreciation and indirect costs) of providing goods or services to the students on a 
continuing basis be financed or recovered primarily through user charges; or, where the District bas decided 
that the periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for 
capital maintenance, public policy, management control, accountability or other purposes. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30. 2018 

Note I: Summary of Significant Accounting Policies (Continued} 

D: Basic Financial Statements- Fund Financial Statements (Continued) 

The District's Enterprise Fund is comprised of the Food Service Fund. 

Depreciation of all exhaustive fixed assets used by proprietary funds is charged as an expense against their 
operations. Accumulated depreciation is reported on proprietary fund balance sheets. Depreciation has been 
provided over the estimated useful lives using the straight-line method. The estimated useful lives are as 
follows: 

Food Service Fund: 
Equipment 
Light Trucks and Vehicle 
Heavy Trucks and Vehicle 

Fiduciary Fund Types 

12 Years 
4 Years 
6 Yeam 

Fiduciary Funds arc used to report assets held in a trustee or agency capacity for othe~ and therefore are not 
available to support District programs. The reporting focus is on net position and changes in net position and 
are reported using accounting principles similar to proprietary funds. 

The District's fiduciary funds are presented in the fiduciary fund financial statements by type (Unemployment 
Compensation. private purpose and agency). Since by definition these assets are being held for the benefit of a 
third party (other local governments, private parties, pension participants, etc.) and cannot be used to address 
activities or obligations of the government, these funds arc not incorporated into the government-wide 
statements. 

E. Basis of Accounting 

Basis of accounting refers to the point at which revenues or expenditures/expenses arc recognized in the accounts 
and reported in the financial statements. It relates to the timing of the measurements made regardless of the 
measurement of focus applied 

1. Accrual: 

Both governmental and business-type activities in the government-wide financial statements and proprietary and 
fiduciary fund financial statements are presented on the accrual basis of accounting. Revenues are recognized 
when incurred. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note I: Summary of Significant Accounting Policies (Continued) 

E. Basis of Accounting {Continued) 

2. Modified Accrual: 

The governmental fund financial statements are presented on the modified accrual basis of accounting. Under the 
modified accrual basis of accounting, revenues are recorded when suscepti'ble to acCJUAI; i.e., both measurable and 
available. "Available" means collectible within the current period or within 60 days after year end. Expenditures 
are generally recognized under the modified accrual basis of accounting when the related liability is incurred. The 
exception to this general rule is that principal and interest on general obligation long-term debt, if any, i9 
recognized when due. 

3. Revenues: 

Substantially all governmental fund revenues are accrued. Property taxes are suscepb'ble to accrual and under 
New Jersey State Statutes a municipality is required to remit to its school district the entire balance of taxes in the 
amount voted upon or certified, prior to the end of the school year. The District records the entire approved tax 
levy as revenue (accrued) at the start of the fiscal year, since the revenue is both measurable and available. 
Subsidies and grants to proprietary funds, which finance either capital or current operatiom, are reported as non 
operating revenue. In respect to grant revenues, the provider recognizes liabilities apd expemes and recipient 
recognizes receivables and revenue when the applicable eligibility requirements, including time requirements are 
met Resources transmitted before the eligibility requirements are met are reported as advances by the provider 
and deferred revenue by the recipient Program revenues, including tuition revenue, are reported as reductions to 
expenses in the Statement of Activities. 

4. Expenditures: 

Expenditures are recognized when the related fund liability is incurred. Inventory costs are reported in the period 
when inventory items are used, rather th.an in the period of purchase. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note I: Summary of Significant Accounting Policies (Continued} 

F. Budgets/Budgetary Control 

The budgets are submitted to the county office for approval and, as long as the District budget is within State 
mandated CAPs. there is no public vote on the budget. If the budget exceeds State mandated CAPS, the voters 
have an opportunity to approve or reject the budget at the regular election held in November. 

Budgets are prepared using the modified accrual basis of accounting. The legal level of budgetary control is 
established at line item accounts within each fund. Line item accounts are defined as the lowest (most specific) 
level of detail as established pursuant to the minimum chart of accounts referenced in N.J.A.C. 6:23-2.2(f). All 
budget amendments must be approved by School Board resolution. Appropriation of additional revenues in the 
amount of $591,968.42 and prior year encumbrances in the amount of $703,999.43 were made during the year 
ended June 30, 2018. The Board of Education approved the following material budgetary appropriation transfers 
during the school year: 

Account Name 

Regular ProgralDI - Imtructfon 
Grades 6-8 - Salaries of Teachers 
Grades 9-12 - Salaries of Teachers 

Regular Programs - Undbtrlbuted hutructfon 
PW'Cbased Technical Services 
Other Purchased Services {400-500 series) 

Auditory ImpalrmentJ: 
Salaries of Teachers 

Resource Room/Resource Center: 
Salaries of Teachers 

Home Instruction: 
Salaries of Teachers 

Basic Skllh/RemedJal - Instruction 
Salaries of Teachers 

Undistributed Expenditures - Instruction 
Tuition to Private Schools for the Disabled - Within State 

Undistributed Expend. - Health Services 
Purchased Professional and Technical Services 

UndJstributed E1pend. - Speech, OT,PT & Related Services 
Salaries of Other Professional Staff 

Undlst. Expend. - Other Supp. Serv. Students - Extra Serv. 
Salaries of Other Professional Staff 

UndJst. Expend. - Edu. Media ServJSch. Library 
Salaries of Technology Coordinators 

UndJst. Expend. - Supp. Serv. - General Admin. 
Legal Services 

Undbt. Expend. -Allowable Maint. For School FacWtles 
Cleaning, Repair and Maintenance Services 
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Amount 

$(48,721.4S) 
109,819.58 

120,297.50 
(86,033.35) 

130,347.19 

{72,459.90) 

81,800.85 

(48,899.75) 

(207,974.63) 

107,215.00 

(122,224.95) 

108,988.36 

(60,242.39) 

54,238.65 

192,882.28 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note I: Summary of Significant Accounting Policies <Continued) 

F. Budgets/Budgetary Control {Continued) 

Undlst Expend. - 0th. Oper. & Maint. of Plant 
Salaries 
Cleaning, Repair and Maintenance Services 
Insurance 

Undlst. Expend. - Student Transportation Serv. 
Contracted SCJV. (Other than Bet. Home and School) - Vendors 
Contracted Serv (Special Education Stud.) - Joint Agreements 

UNALLOCATED BENEFITS 
Worlanen's Compensation 
Health Benefits 

CAPITAL OUTLAY 
Equipment 
Undistributed Expendttures: 

Undistributed Expenditures - Operation of Plant Services 
FacWdes Acqubldon and Construction Services 

Construction Services 
Lease Purchase Agreements - Principal 

Other Special Schooll. lnstrucdoo 
Salaries of Teachers 

Other Special Schools - Support Services 
Supplies and Materials 

(46,423.20) 
273,496.65 
(49,364.25) 

42,933.99 
(59,284.00) 

(86,899.76) 
(345,805.94) 

49,647.45 

(99,556.05) 
49,908.60 

220,198.62 

70,000.00 

Formal budgetary integration into the accounting system is employed as a management control device during the 
year. For governmental funds there are no substantial differences between the budgetary basis of accounting and 
generally accepted accounting principles with the exception of legally mandated revenue recognition of the one or 
more June state aid payments for budgetary pwposes only and the special revenue fund as noted below. 
Encumbrance accounting is also employed as an extension of fonnal budgetary integration in the governmental 
fund types. Unencumbered appropriations lapse at fiscal year cod. 

The accounting records of the special revenue fund are maintained on the grant accounting budgetary basis. The 
grant accounting budgetary basis differs from GAAP in that the grant accounting budgetary basis recognizes 
encumbrances as expenditures and also recognizes the related revenues, whereas the GAAP basis does not 
Sufficient supplemental records are maintained to allow for the presentation of GAAP basis financial reports. 

Open encumbrances in the special revenue fund for which the District has received advances are reflected in the 
balance sheet as unearned revenues at fiscal year end. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 201 s 

Note I: Summary of Significant Accounting Policies (Continued} 

F. Budgets/Budgetary Control (Continued) 

The reconciliation of the general and special revenue funds from the budgetary basis of accounting to the GAAP 
basis of accounting is as follows. 

Sources/inflows of resources 
Actual amounts (budgetary basis) "revenue" 

from the budgetary comparison schedule 
Difference • budget to OAAP: 

The IB9t two State aid payments are recognized es revenue for budgetary 
purposes, and differs from OAAP which docs not recognize this 
revenue until the subsequent year when the State recognizes 
the related expense in accordance with OASB 33. 

Grant accounting budgetary basis diff'm from OAAP In that 
encumbrances ere recognized as expenditures, and the related 
revenue is recognized. 

Total revenues es reported on the statement of revenues, expenditures 
and changes in fund balances - governmental funds. 

Uses/outflows of rc9ources 
Actual amounts (budgetary basis) ntotal outflows" from the 

budgetmy comparison schedule 
Diffcn:nccs - budget to GAAP 

EncwnbranCC! for supplies end equipment ordered but 
not received are reported in the year the order is placed for 
budgctaxy purposes, but in the year the supplies are received 
for financial reporting purposes, 

Total expenditures as reported on the statement of revenues, 
expenditures, and changes in fund balances - governmental funds 
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Gencrel 
Fund 

S 40,514,947.19 

2,783.00 

S 40.517.730.19 

S 40,524,367.41 

$ 40 524 367 41 

Special 
Revenue 

Fund 

$ 950,943.56 

16,694.47 

S 967 638.03 

$ 950,943.56 

16,694.47 

$267.638 Q3 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED ,JUtffl 30. 2018 

Note I: Summary of Significant Accounting Policies (Continued) 

0. Assets, Liabilities and Fund Eguity 

1. Deposits and Investments 

Deposits are cash and cash equivalents including petty cash, change funds, cash in banks and all highly liquid 
investments with a maturity of three months or less at the time of purchase and are stated at cost plus accrued 
interest Other than Certificates of Deposit, deposits with maturities of greater than three months are considered 
to be Investments. U.S. Treasury and agency obligations and certificates of deposit with maturities of one year or 
less when purchased are stated at cost. All other investments are stated at fair value. 

New Jersey school districts arc limited as to the types of investments and types of finaocial institutions they 
may invest in. New Jersey statute l SA:20-37 provides a list of permissible investments that may be purchased 
by New Jersey school districts. 

2. Short- term Interfund Receivables/Payables 

Short - term interfund receivables/payables represents amounts that are owed, other than charges for goods or 
services rendered to/from a particular fund in the District and that arc due within one year. 

3. Inventories 

Inventories, which benefit future periods, other than those recorded in the enterprise fund are recorded as 
expenditure during the year of purchase. 

Enterprise fund inventories are valued at cost, which approximates market, using the first-in-first-out (FIFO) 
method. 

4. Capital Assets 

Capital assets purchased or acquired with an original cost of $2,000 or more arc reported at historical cost or 
estimated historical cosl Contributed assets are reported at fair market value as of the date received. 
Additions, improvements and other capital outlays that significantly extend the useful lif c of an asset are 
capitalized. Other costs incurred for repairs and maintenance are expensed as incurred. Depreciation on the 
following assets is provided on the straight - line basis over the following estimated useful lives: 

Buildings 
Machinery and Equipment 
Land Improvements 
Other Infrastructure 

20-50 years 
5-10 years 

10-20 years 
10-50 years 

Land and Construction in Progress are not depreciated. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note 1: Summary of Significant Accounting Policies (Continued} 

G. Assets, Liabilities and Fund Equity (Continued} 

4. Capital Assets (Continued) 

GASB No. 34 requires the District to report and depreciate new infrastructure assets effective with the 
beginning of the current year. Neither their historical cost nor related depreciation has historically been 
reported in the financial statements. The retroactive reporting of infrastructure is subject to an extended 
implementation period and is first effective for fiscal years ending in 2006. 

5. Compensated Absences 

Compensated absences are those absences for which employees will be paid, such as vacatio0t sick leave, and 
sabbatical leave. A liability for compensated absences that are attributable to services already rcn~ and 
that are not contingent on a specific event that is outside the control of the District and its employees, is 
accrued as the employees earn the rights to the benefits. Compensated absences that relate to future services, 
or that are contingent on a specific event that is outside the control of the District and its employees, are 
accounted for in the period in which such services are rendered or in which such events take place. 

In governmental and similar trust funds, compensated absences that are expected to be liquidated with 
expendable available financial resources are reported as an expenditure and fund liability in the fund that will 
pay for the compensated absences. The noncurrent portion (the amount estimated to be used in subsequent 
fiscal years) for governmental funds is maintained separately and represents a reconciling item between the 
fund and government - wide presentations. (See Note XII) 

6. Unearned Revenue 

Unearned revenue in the special revenue fund represents cash which bas been received but not yet earned See 
Note I(F) regarding the special revenue fund. 

7. Long - term Obligations 

Long - term debt is recognized as a liability of a governmental fund when due, or when resources have been 
accumulated in the debt service fund for payment early in the following year. For other long - term 
obligations, only that portion expected to be financed from expendable available financial resources is reported 
as a fund liability of a governmental fund. The noncurrent portion (the amount estimated to be used in 
subsequent fiscal years) for governmental funds is maintained separately and represents a reconciling item 
between the fund and government - wide presentations. 

8. Fund Equity 

Contn'buted capital represents the amount of fund capital contributed to the proprietary funds from other funds. 
Reserves represent those portions of fund equity not appropriable for expenditure or legally segregated for a 
specific future use. Designated fund balances represent plans for future use of financial resources. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30. 2018 

Note I: Summary of Significant Accounting Policies (Continued) 

0 . Assets, Liabilities and Fund Equity {Continued) 

9. Net Position 

Net Position represents the difference between assets and liabilities in the District-wide firumcial statements. 
Net invesbnent in capital assets consists of capital assets, net of accumulated depreciation. reduced by the 
outstanding balance of any long-term debt used to build or acquire the capital assets. Net position is reported 
as restricted in the District-wide financial statements when there are limitations imposed on their use through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments. 

10. Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reports, amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 

11 Allocation of Costs 

In the government-wide statement of activities. the District bas allocated unallocated benefits to various 
programs based on the original budgetary expenditures by program. 

H. Recent Accounting Pronouncements Not Yet Effective 

In June 2017, the Governmental Accounting Standards Board (GASB) issued Statement No. 87 "Leases". This 
statement, which is effective for fiscal periods beginning after December 15, 2019, could have significant effects on 
the entity's financial reporting and the provisions of this statement could requira significant modifications to 
disclosure requirements. 
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llt:IIHMMIC WI .....i:M!lr:QI aw,:1 
WlB.QlJQH QI: M!lLl.t:IIAlli L.AKRS 

r:iQIES IQ 6651~ fll:16NCJAL SIA TBMElm 
YEM ENDED JUNE JQ 2011 

Him D: Bi:amci1111i11a a[Qs»:mimHI Wid, Dad l:lllld El11111,111 Slllmlml:I 

&planation ofDifli:rences bclWffll Oovanmcntal Funds Balancc Shc:c1 and Ille Slalcmcnt of Net Position 

9Tolll l'wld blluca" of the Districts governmental lllnds In B-1 dllTen from "net position• ofaovemmental activities 
reported la dNs slllement of net position in A· 1. This dilTerencc primlrily raulb lillln the long • term eccnomlc f DCIII 
of lhc Jtatement of net position versus lhe cWTent llnanclal resoUJl:CS roc:u, of the governmental fund balance shccb. 

Dllllliai Sheet/S111m1m1 11rnG1 eaiililla 
Slmetncnt 

Total Long•tcnn ofNet 
Oofflllfflcntal Asset, Reclmiflca!lom Position 

6mll Fm Lilll.illlln m lllll 21imillllilm.l DlllLI 

Cash and cash equivakms s 886,357.47 s s 816,622.17 s 1,702,979.64 
RtJceivablc:,, net 663,272.02 66l,l72.02 
Receivables from Oilier Oovcmmcnb U2,2.58,0l (1!12,2.58.0]) 
Tuition RtJceivablc 441,975.90 {441,975.90) 
Oilier .R«elVlblea 69,038.09 (69,038.09) 
~cted 11,ets: 

Cash and c:asb equivalents (816,622.17) (816,622.17) 
C:.,,1111 RaeM Account. wh 900,062'8 900,062.58 

Capital Assets, act 24.377. 78'.6. lS 24.377.786.1.5 

Total Asse1J 2,449,692.07 24J771786.U 26.827,478.22 

12!:femd OudktW! 11[8"111111:m 
Dcfen-ed outflow, relalcd to pensions 4.106.737.62 4.106.737.62 

Total Dcfcmd Outflowt of Resources 4.106.737.62 4.106,737.62 

Tollll Assets 111d Defcm.d Outflow, of R.csoun:es s ;449.692.07 s 281484.523.77 s s 301934Jl.5.84 

l..llllllill§ 

lnler1\mds Pa)'lblc s 80,131.63 s s s 80,131.63 
Payable to State Clovemment .54,675.82 ~.67.5.82 
Bond 1nterat P.ylblc 86,119.79 86,119.79 
Unearned Revalue 201,816.02 201,816.02 
0~ 107,1111.90 107,118.90 
NODCumnt Liabilities 23,226.127.39 462,003.66 23168!i 131.0S 

Total Llabilltic:, 443,742.37 23~6,127.39 .548.123.4.5 24Jl7.993.21 

12!:Cm Iollmn 11!Re!Oun:m 
Defen-ed inllows Rlalcd 10 pensions 2,736, I Sl.00 2,736,153.00 

Total Dclared InOow, ofRcsolUl:CS t736,IS3.00 2.~1.53.00 

Total Uab!litlc:, and Deferred Inflows of R.c:soun:cs 443.742.37 2!.962.280.39 5481123.4S 26.9S41146.21 

Euad PaJonm(Net eo,lllon 
He& fwlJioo 

Net lnve,lmcnl in capital 1Sse13 14,445,346.76 14,445,346.76 
Restricted for: 

Capital pn,Ji:cts (814,018.31) (814,018.31) 
DebtSemce 0.35 (86,119.79) (86,119.44) 
Other pUIJ)DSC:I 1,608,318.83 1,608,311.83 

Unrestricted IJI 11648.83 (11.223,103.31) (462.003.~ (11,173,458.21) 

Total Fund Balances/Net Position 2,005,949.70 21S22J43.38 (S481123.4S) 3.980,069.63 

Total Uabilitics, Deferred JnJlow, orRcsolll'Cel 
and Fund Bllanccs/Net Position s ~449,692.07 s 251748~70.77 s s 30,934~15.84 

so 



BOROUGH Of MOUNTAIN LAKES 

NOTES JO BASIC FJNANCJAL STATEMENTS 
YEAR ENPEP JUNE 30. 2QJ8 

Note D; Rqgncj)jatjgn p[Opyemmenl Wisk IQd fund ffDIOcllJ s111emcv11 [Cgptjnued) 

Explanallon ofDlfl'r:rencct between Oovcmmcnl.ll Funds Balance Sheet and the Statement ofNct Posidon (Continued) 

I. When Capital As.,co (land, buUdlngs, equipment) thal are to be used In govcmmentll actlvilles are purchased or 
c:onstruded, tho cost oftho,e asseu are ,eponed u c,cpendttura In goYCm111enl.ll fllllcb. However, the s11temcnt 
of net posillon includes tbosc capital esscts among the ISSCl3 of tho District a• whole. 

Cost ol capital usct, 

Accumulated depreciation 
s 

s 

Lona • tcnn Uabllilies appliwlo to the DlstricrJ governmental ai:dvities ue not due 1111d payahlo In the current period 
and 111:COnlingly are not ,eported as fttnd Habilitles. All li.iillitie:, • both cwrenl and lone • tenn ue reported In the 
alllemcnt or net position. 

Adjwitmcnt co Debt Service fund nt1 position for the 
aCfflllll of interest eicpemc. 

Net PERS PCIIJion Li.ii!lity 
Dcfcmd outflows related to pe11Jlons 
Defcmd imlow, ~ lo pcoslom 

Serul Bonds 
Capital Leases 
Compensated Absences 
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s 

s 

s 

s 

s 

,42,~2,246,99 
(17.674,460.84) 
2•",)77,786.15 

13.293,688.00 
(4,106,737.62) 
2.~153.00 

111923,103.JII 

1,ns,000.00 
2,157,439.39 

462,003.66 
10,394,4-43.05 

!86,119.79) 



NQIJ!S IQ DM:C i'INANQAL STAJ1iMl!NI3 
XJ!AIJ!NDJ!P JlJNJ! lQ 1QJI 

l!.lpillatltad~._aa...-, FludlOpnllaaS.._d A<:lhllllll 

11lo ·ns dluet II ftlad lilllma" 11:t pa,11111111.II fu.ada Ill B-l clll'en &am Ila·~ tA m plllidoo' lbr pe-.i 
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ollho-dldhldll-1111.....-&aldal-fllelllollllt.,...._. l'od. Thtdladlht 
..,,....,_ 11 lllulll'llldbdow. 

StMC8PI oCBNIMI: fntgplbPP WQme la fRpd lell9'1NGDCP9 s( AQivllka 

8cmva yOQtg SCMPI 

LacalTu~ 
TllldolOwps 
1-J!lnalCIII~ 
~ 
Stu,Scuna 
fcdlrll Scura:il 
n,w 

Cumll: 
Repllt lmlnldlal 
Spoclal cdadc:a 
Odllr llolrus:llaa 

Support Scnlcel 11111 lllllml:ialld-.: 
TuJLIDI 
Sllmll aal 1-im rellUd aentm 
Sdl:lol~w.lca 
Oencnl Ml lNli-a lllllliirllnlhatenbl 
l'hnlepnlloot 11111.-
Pupll sn-.,crtllbs 
Unallacaud lladll 

Spml Sdloala 
Ctpllal <Mlq 
Odle Scnkl: 

s 

s 

21,3,44,117,CXI • 
l],ffl.957.71 

34,769.31 
~1Ul0 

6.7",322.73 
lJ0,961.14 

l.aie·
Odl 

DIAPCPCIIW 

,u011t11.n -•---- -'----- -•-----

tQ,311.534.IS s • ,.743,71,.12 
1,ISl,1411.40 

9Crl,49I. 7l 
4,717,117.65 
I.SU.15'7.14 

116,676.96 
J,430,lll.ll 

42U66.IO 
11,177.0Sl.2" 

13UII.M 
1.llll.lld.61 

110.1100.CXI 
m112s.oo 11,717,ll) 

,91.«TIS7 
179.0,U, 
-4&.1))6.64 

1.m.00 
34,6'UI 
40,W.46 
"3.UUI 
21,n&.:14 

(913, IIO.Oll 

s m.w.o 
239,4".ll 

40,309.60 

IU,741dl 
'9,449.61 
21,7'1AO 

(U.,24.22) ,w, 
22.l'tS.61 

(49.9Ql.60) 

(U0.000.00) 

s 

s 

$ 

1.610.776.00 

1.610,7711.00 

7.l96.1u1e 
4,497.SIUI 
m.cnu1 

]~It 
1.239.643.06 

40S,797.)0 
1,144,791.57 

IOJ61.IJ 
(ll,177.0SU4) 

417.442.'3 

s 

s 

21.344,117.CXI 
IJ.69l.9S7.7l 

)4,769.33 
'60,712.30 

UJ74,09&. 73 
llo.961.14 

S1.11u91.22 

11.613,350.l] 
ID.6S9,109.91 
l,Wl.514.07 

902,491.72 
Ufl$4"1.1 
u,9,647.19 
1.114,114.m 
4,M0.434.97 

440,15!.74 

IJ'II.IJUI 
41,l!lLO) 

po,101.29 
Prindpll 
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s 
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s 

s 

7,717.71 

(l,1171.Q54.60) 
913,180.lll 

<?'-'7'-'P 

117.lll.SO 

( I ,Q27,612.00) 

U0.000.<11 
IIS.372.23 
Yl!,374.32 
)OM73.Q! 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note m:Detailed Disclosure Reearding Assets and Revenues 

A. Deposits and Investments 

Deposits 

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey which are insured 
by the Federal Deposit Insurance Corporation (FDIC), the Savings Association Insurance Fund, or by any 
other agencies of the United States that insure deposits or the State of New Jersey Cash Management Fund. 

N.J .S.A. 17:9-41 et Seq. establishes the requirements for the security of deposits of governmental units. The 
statute requires that no governmental unit shall deposit public funds in a public depository unless such funds 
an, secured in accordance with the Oovemmental Unit Deposit Protection AcL Public depositories include 
Savings and Loan institutions, banks (both state and national banks) and savings banks the deposits of which 
are federally insured. All public depositories must pledge collateral, having a market value at least equal to 
five percent of the average daily balance of collected public funds, to secure the deposits of Governmental 
Units. If a public depository fails, the collateral it has pledged, plus the collateral of all other public 
depositories, is available to pay the full amount of their deposits to the Governmental Units. 

At June 30, 2018 the Borough of Mountain Lakes School District's cash and cash equivalent's amounted to 
$3,413,122.17. Of this amount, $250,000.00 was covered by federal depository insurance (F.D.LC.) and 
$3,163,122.17 was covered by a collateral pool maintained by the banks as required by GUDPA. 

At June 30, 2018 the Borough of Mountain Lakes School District's bad no participation in the State of New 
Jersey Cash Management Fund. 

GASB Statement No. 40, Deposit and Investment Risk Disclosures, requires the disclosure of bank deposits 
that are subject to custodial credit risk. The custodial credit risk for deposits is the risk that, in the event of 
the failure of a depository financial institution, the Borough of Mountain Lakes School District will not be 
able to recover deposits or will not be able to recover collateral securities that may be in the possession of an 
outside PartY, 

As of June 30, 2018, none of the Borough of Mountain Lakes School District's cash and cash equivalents 
was exposed to custodial credit risk. 
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BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30. 2018 

Note ID: Detailed Disclosure Regarding Assets and Revenues (Continued} 

A. Deposits and Investments (Continued} 

Investments 

New Jersey statutes (N.J.S.A 18A:20-37) permit the Borough of Mountain Lakes School District to purchase 
the following types of securities: 

a. When authorized by resolution adopted by a majority vote of all its members the board of education of 
any school district may use moneys which may be in hand for the purchase of the folJowing types of securities 
which, if suitable for registry, may be registered in the name of the school district; 

(1) Bonds or other obligations of the United States of America or obligations guaranteed by the United 
States of America; 

(2) Government money market mutual funds; 
(3) Any obligation that a federal agency or a federal instrumentality has issued in accordance with an 

act of Congress, which security bas a maturity date not greater than 397 days from the date of purchase, 
provided that such obligation bears a fixed rate of interest not dependent on any index or other external factor; 

( 4) Bonds or other obligations of the school district or bonds or other obligations of local unit or units 
within which the school district is located; 

(5) Bonds or other obligations, having a maturity date not more than 397 days from the date of 
purchase, approved by the Division of Investment of the Department of the Treasury for investment by school 
district; 

(6) Local government investment pools: 
(7) Deposits with the State of New Jersey Cash Management Fund established pursuant to section 1 of 

P.L. 1977, c.281 (C.S2:18A-90.4) or 
(8) Agreements for the repurchase of fully coUateralized securities, if: 

(a) the underlying securities are permitted investments pursuant to paragraphs (1) and (3) of this 
subsection a; 

(b) the custody of collatcral is transferred to a third party; 
( c) the maturity of the agreement is not more than 30 days; 
(d) the underlying securities are purchased through a public depository as defined in section 1 of 

P.L. 1970, c.236 (C.17:941) and for which a master repurchase agreement providing for the custody and 
security of collateral is executed. 

The Borough of Mountain Lakes School District bad no invesbllents as described in Note J:G.1 at June 30, 
2018. 

B. Interfund Receivables and Payables 

As of June 30, 2018 interfund receivables and payables resulting from various interfund transactions were as 
follows: 

General Fund 
Enterprise Fund 
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Due from 

Other Funds 

$80,131.63 

Due to 

Other Funds 

$80,131.63 



BOARD OF EDUCATION 
BOROUOH OP MOUNTAIN LAKES 

NOTES JO BASIC FINANCIAL STATEMENTS 
VEAR ENDED JUNE 30, 2018 

Note m: De1ajJed PisJosuG Resudiog Asscl3 and Revenues CCooliovcd) 

C. Capjtal NHt:I 

Capital asset activity for the year ended June JO, 2018 was as follows: 

Governmental activities: 
C•pital assets not being depreciated: 

Land 
Construction in Progreu 

Total Capital assets not being depreciated 

Land Improvements 
Buildings and Improvements 
Machinery and Equipment 

Totals at historical cost 

Less accumulated depreciation for: 
Land Improvements 
Buildings and Improvements 
Machinery and Equipmcot 

Tolal accumulated depreciation 
Net capilal assets being depreciated 

Governmental activities capital assets, net 

Business • type activities: 

s 

s 

Beginning 
JllgQ 

300,000.00 

300.000.00 

678,427.40 
JS,909,537.38 
411811102.13 

40.769.066.91 

(719,515.29) 
(10,547,458.21) 
{513291372.74) 

{16J96.406.24) 
24.172,660.67 

24.4721660.67 

s 

s 

Equipment s 28,469.30 S 

816.622.17 
&1M22.t1 

116,910.46 
49.647.45 

166JS7.91 

(30,305.65) 
(660,337.69) 
{387.411.26) 

{110781054.60) (1) 
{911.496.69) 

!94.874.52) 

Less accumular.ed depreciation 
Business. type activities capital assets, net 

(211653.29> __ ....l..:o:.i.:1s.:.:1&:.:::.8'.::J5l 
s 6,816.01 _s __ ..,o.;;,s.:.:78;,;,;;.8~5) 

(1) Depreciation expense was charged to governmental functions as follows: 
Instruction S 
Special Education 
Other Instruction (Athletic) 
Student and Instruction Related Scnices 
School Administrative Services 
General and Business Administrative Services 
Plant Opcntions and Maintenance 
Pupil Transponation 

s 

55 

591,407.57 
179,054.87 
48,036.64 

8,575.00 
34,697.31 
40,658.46 

153,886.51 
21,738.24 

11078,0S4.60 

Adjustments 

s s 

s s 

s s 

s s 

Ending 
llll!Da 

300,000.00 
816.622.17 

1,116,622.17 

678,427.40 
36,026,447.84 
412301749.SB 

40.935-624.82 

(749,880.94) 
(11,207,795.90) 
,s.1161784.00) 

( 17.674.460.84) 
23J6t.163.98 

24.3771786.IS 

28,469.30 
(23,232.14) 

5,237.16 
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BOROUGH OF MOUNTAIN LAKES 

NOTES IQ BASIC F1NANCIAL STATEMENTS 
YEAR ENDED JUNE 30 201a 

Note N: Pelliled Dj5ClQ!WW Repn!lo1 Lilbjtjtje3 apd F,xpensq/Expqgdjturp 

A. Opmripa Lelffl 

Tho Dlslrict bu c:onunitmcnll to lease copying and computer equipment and mailiog systems under opcnting lwcs totaling $397,0ts.80 which cicpira in 2022. 
Total operalillg lwe payments made dwina tho year ended June 30, 2018 were S124,40l.16. Future minimum lease paymenll 11n1 as foUowa: 

June JO, 2019 
Juno JO, 2020 
June 30, 2021 
June 30, 2022 

YwEaded 

Totll lllture mioimwn lease payments 

B. Lopp • Tenn Ljabjlitjes 

Loa1. Temi liability activity Corthoyear endal Juna 30, 2018 wuas follows: 

O<M!lllllelllal aclivilica: 
LooJ • Term debc 

Serial Bondi 
Total debt payabla 

Other liabilities: 
CompeilSlled al>seac:a 
C.pitalleasas 

Total other liabilities 
GoYe!mnallal lldivltica 

Iona - term liabilities 

(I) Paid by debt senic:c fund 
(2) Paid by general fund 

$ 

$ 

8,65S,000.00 s 
816SS1000.00 

579,342.16 
2,493,185.94 

3,072,528.10 

11,727.528.10 s 

56 

Aminml 

s 79,403.16 
79,403.16 
79,403.16 
42,494.59 

$ 280.704.07 

s {880,000.00) s 7,77S,OOO.OO $ 91S1000.00 

{880,000.00) (I) 7,775,000.00 915,000.00 

(37,281.00) (80,057 .SO) 462,003.66 40,000.00 
(150J74.32) (IBSJ72.23) 2,1'7,439.39 3111,775.44 
(187,655.32) {265,429.73) (2) 2,619.443.05 JSll,775.44 

(1871655.32) S (1114S1429.73) s 10.394.443.05 s 1~73.77"44 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note IV:Detailed Disclosure Regarding Liabilities and Expenses/Expenditures {Continued) 

B. Long - Tenn Liabilities {Continued) 

1. Bonda Payable 

Bonds are authorized in accordance with State law by the voters of the municipality through referendums. All 
bonds are retired in serial installments within the statutory period of usefulness. Bonds issued by the Board are 
general obligation bonds. 

Serial Bonds outstanding as of June 30, 2018 consisted of the following: 

Description Interest Due Maturity Amount 
Rate Date Date Issued 

Refunding - 03/19/12 Multiple 9/15 2029 $7,600.000.00 
Refunding- 10/21/15 Multiple 1/15 2023 2,91 S ,000.00 

Principal and interest due on serial bonds outstanding is as follows: 

Year coding June 30, 

2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 

Principal 

$915,000.00 
915,000.00 
955,000.00 
965,000.00 
985,000.00 
500,000.00 
510,000.00 
500,000.00 
515,000.00 
505,000.00 
510,000.00 

u.zzs,000.00 

57 

Interest 

$233,125.00 
210,878.50 
184,137.50 
152,856.25 
114,587.50 
74,862.50 
63,181.25 
50,875.00 
36,900.00 
21,600.00 
7.012,50 

$ Ll49.925,00 

Amount 
Outstandigg 

$ 5,590,000.00 
2.185.000.00 

!2.22~.oo~M2Q 

Total 

$1,148,125.00 
1,125,787.50 
1,139,137.50 
1,117,856.25 
1,099,587.50 

574,862.50 
573,181.25 
550,875.00 
551,900.00 
526,600.00 
517,012.50 

SS.924.925.00 



BOARD OF EDUCATION 
BOROUGH OF MOUNrAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30. 2018 

Note IV:Detailcd Disclosure Regarding Liabilities and Expenses/Expenditures (Continued) 

C. Long - Tenn Liabilities (Continued) 

2. Temporary Notes 

There were no Temponuy Notes outstanding as of June 30, 2018. 

3. Bonds Authorized But Not Issued 

There were no authorized but not issued bonds as of June 30, 2018. 

4. Capital Leases Payable 

The District is leasing energy conservation measures (ESIP) and technology equipment totaling 
$2,799,543.00 under capital leases. All capital leases are for terms of five to seven years. The following is a 
schedule of the future minimum lease payments under these capital leases, and the present value of the net 
minimum lease payments at June 30, 2018. 

2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

Total minimum lease payments 
Less: Amount representing interest 

Present value of net minimum Lease payments 

58 

$ 

$ 

$ 

Amount 

369,328.34 
170,347.34 
175,178.02 
155,685.05 
160.376.09 
165,179.14 
170,098.63 
175,138.89 
180.298.38 
185,583.49 
190,998.66 
196,542.34 
193,720.41 

2,488,474.78 
331,035.39 

2,157,439.39 



BOARD OF EDUCATION 
BOROUGH OF MOUNI'AIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
VEAR ENDED JUNE 30. 2018 

Note V: Detailed Disclosure Regarding Fund Equity 

D. Calculation of Excess Sµmlus 

In accordance with N.J.S.A. 18A:7F-7, as amended by P.L.2004, C7.73 (S1701), the designation for Reserved 
Fund Balance-Excess Swplus is a required calculation pursuant to the New Jersey Comprehensive Educational 
Improvement and Financing Act of 1996 (CEIFA). New Jersey school districts are required to reserve General 
Fund balance at fiscal year of June 30 if they did not appropriate a required minimum amount as budgeted fund 
balance in their subsequent year's budgeL The excess fund balance at June 30, 2018 is $356,079.74. The 
reserved fund balance of $96,099.80 will be appropriated in the fiscal year 2018 -2019 and $259,979.94 will be 
appropriated in the fiscal year 2019-2020. 

E. Capital Reserve Account 

During fiscal year 1992-1993 the Board passed a resolution for the establishment of a capital reserve accounl 
The 1992-1993 certified budget included an increase in the capital reserve account ofS60,000.00 comprised of a 
Board approved transfer from excess unreserved fund balance for the accumulation of funds for use as capital 
outlay expenditures in subsequent fiscal years. The capital reserve account is maintained in the general fimd and 
its activity is included in the general fund annual budgel 

Funds placed in the capital reserve account are restricted to capital projects in the district's approved Long Range 
Facilities Plan (LRFP). Upon submission of the LRFP to the department, a district may increase the balance in 
the capital reserve by appropriating funds in the annual general fund budget certified for taxes or by transfer by 
board resolution at year end of any unanticipated revenue or unexpended line-item appropriation amounts, or 
both. A district may also appropriate additional amounts when the express approval of the voters has been 
obtained either by a separate proposal at budget time or by a special question at one of the four special elections 
authorized pursuant to N.J.S.A. 19:60-2. Pursuant to N.1.A.C. 6.A;23A-14.l(g). the balance in the account cannot 
at any time exceed tbci local support costs of uncompleted capital projects in its approved LRFP. 
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BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note V: Detailed Disclosure Regarding Fund Equity (Continued) 

B. Capital Reserve Account (Continued) 

A summary of the account's transactions is as follows: 

1992-1993 
1998-1999 
1998-1999 
1999-2000 
1999-2000 
2000-2001 
2000-2001 
2000-2001 
2001-2002 
2001-2002 
2002-2003 
2002-2003 
2003-2004 
2003-2004 
2004-2005 
2004-2005 
2005-2006 
2005-2006 
2006-2007 
2007-2008 
2007-2008 
2008-2009 
2008-2009 
2009-2010 
2010-2011 
2010-2011 
2011-2012 
2012-2013 
2012-2013 
2012-2013 
2013-2014 
2013-2014 
2014-2015 
2014-2015 
2014-2015 
2015-2016 
2015-2016 
2016-2017 
2016-2017 
2016-2017 
2017-2018 
2017-2018 
2017-2018 

Budget (described above) 
Budget (Unreserved Fund Balance) 
Investment Income 
Expenditures 
Investment Income 
Expenditures 
Fund Balance Transferred 
Investment Income 
Budget (Tax Levy) 
Investment lncome 
Investment Income 
Expenditures 
Investment Income 
Expenditures 
Investment Income 
Expenditures 
Expenditures 
Investment Income 
Investment Income 
Investment Income 
Budget (Unreserved Fund Balance) 
Resolution (Unreserved Fund Balance) 
Investment Income 
Expenditures 
Resolution (Unreserved Fund Balance) 
Expenditures 
Investment Income 
Transferred from Capital Projects Fund 
Resolution (Unreserved Fund Balance) 
Expenditures 
Resolution (Unreserved Fund Balance) 
Expenditures 
Resolution (Unreserved Fund Balance) 
Investment Income 
Expenditures 
Resolution (Unreserved Fund Balance) 
Expenditures 
Resolution (Unreserved Fund Balance) 
Investment Income 
Expenditures 
Resolution (Unreserved Fund Balance) 
Investment Income 
Expenditures 

Balance June 30, 2018 

60 

S 60,000.00 
600,000.00 
24,000.00 

(400,000.00) 
15,620.00 

(250,000.00) 
100.00 

2,000.00 
156,180.00 

4,300.00 
3,000.00 

(20,210.00) 
2,346.78 

(38,538.00) 
13,008.00 

{100,000.00) 
(35,157.53) 

1,608.26 
1,912.88 

602.56 
350,000.00 
525,000.00 

252.95 
(225,000.00) 
850,000.00 
(477,231.47) 

235.81 
136,171.25 
64,000.00 

(427,860.00) 
150,000.00 
(427,000.00) 
200,000.00 

3,912.01 
(399,950.00) 
206,048.60 
(250,000.00) 
460,000.00 

279.68 
(200,000.00) 
510,000.00 

10,430.80 
(200,000.00) 

$900,062.58 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note V: Detailed Disclosure Regarding Fund Eguity (Continued) 

B. Capital Reserve Account (Continued) 

The June 30, 2018 LRFP balance of local support costs of uncompleted capital projects at June 30, 2017 is 
$1,000,000.00. The withdrawals from the capital reserve were for use in a DOE approved facilities project, 
consistent with the district•s Long Range Facilities PlaD. 

Note Vl:Pension Plans 

Description of Systems 

Substantially all of the Board's employees participate in one of the following contnbutory defined benefit public 
employee retirement systems which have been established by State statute: the Teachers' Pension and Annuity Fund 
(TP AF) or the Public Employees' Retirement System (PERS) or the Defined Contribution Retirement Program 
(DCRP). These systems a.re sponsored and administered by the New Jersey Division of Pensions and Benefits. The 
Teachers' Pension and Annuity Fund retirement system is considered a cost sharing plan with special funding 
situations as under cummt statute, all employer contributions are made by the State of New Jersey on behalf of tho 
Board and the system's other related non-contributing employers. The PERS is considered a cost sharing multiple,. 
employer defined benefit plan. The DCRP is considered a cost sharing multiple-employer defined contribution plaD. 

The Public Employees' Retirement System (PERS) was established in January 1955, under the provisions of N.J.S.A. 
43:15A to provide coverage including post-retirement health care to substantially all full time employees of the State 
or any county. municipality, school district or public agency provided the employee is not a member of another State
administered retirement system. 

The vesting and benefit provisions are set by N.J.S.A. 43:15A. PERS provides retirement, death and disability 
benefits. All benefits vest after ten years of service, except for medical benefits, which vest after 25 years of service 
or under the disability provisions of PERS. 

The following represents the membership tiers for PERS: 

Tier 
1 
2 
3 
4 
5 

Definition 
Members who were enrolled prior to July 1, 2007 
Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008 
Members who were eligible to enroll on or after November 2, 2008 and prior to May 22, 2010 
Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011 
Members who were eligible to enroll on or after June 28, 2011 

Service retirement benefits of 1/55111 of final average salary for each year of service credit is available to tier 1 and 2 
members upon reaching age 60 and to tier 3 members upon reaching age 62. Service retirement benefits of 1/60tb of 
final average salary for each year of service credit is available to tier 4 members upon reaching age 62 end tier S 
members upon reaching age 65. Eady retirement benefits arc available to tier 1 end 2 members before reaching age 
60, tier 3 and 4 members before age 62 with 25 or more years of service credit and tier S with 30 or more year, of 
service credit before age 65. Benefits are reduced by a fraction of a percent for each month that a member retires 
prior to the age at which a member can receive full early retirement benefits in accordance with their respective tier. 
Tier 1 members can receive an unreduced benefit from age 55 to age 60 if they have at least 25 years of service. 
Deferred retirement is available to members who have at least 10 years of service credit and have not reached the 
service retirement age for the respective tier. 

61 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note VI: Pension Plans (Continued) 

The Teachers• Pension and Annuity Fund {TPAF) was established in 19SS, under the provisions ofN.1.SA 18:66, to 
provide coverage including post-retirement health care to substantially all full-time public school employees in the 
State. Membership is mandatory for such employees and vesting occurs after l O years of service for pension benefits 
and 25 for post-retirement health care coverage. 

The vesting and benefit provisions are set by N.J.S.A. 18A:66. TPAF provides retirement, death and disability 
benefits. All benefits vest after ten years of service, except for medical benefits, which vest after 25 years of service 
or under the disability provisions of TPAF. Members are always fully vested for their own contn"butions and, after 
three years of service credit, become vested for 2% of related interest earned on the contributions. In the case of 
death before retirement, member,' beneficiaries are entitled to full interest credited to the members' accounts. 

The following represents the membership tiers for TPAF: 

Tier 
1 
2 
3 
4 
5 

Definition 
Members who were enrolled prior to July 1, 2007 
Member.I who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008 
Members who were eligible to enroll on or after November 2, 2008 and prior to May 22, 2010 
Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011 
Members who were eligible to enroll on or after June 28, 2011 

Service retirement benefits of 115511a of final average salary for each year of service credit is available to tier 1 and 2 
members upon reaching age 60 and to tier 3 members upon reaching age 62. Service retirement benefits of 1/60111 of 
final average salary for each year of service credit is available to tier 4 members upon reaching age 62 and tier S 
members upon reaching age 65. Early retirement benefits are available to tier 1 and 2 members before reaching age 
60, tier 3 and 4 members before age 62 with 2S or more years of service credit and tier S with 30 or more years of 
service credit before age 65. Benefits are reduced by a fraction of a percent for each month that a member retires 
prior to the age at which a member can receive full early retirement benefits in accordance with their respective tier. 
Tier 1 members can receive an unreduced benefit from age SS to age 60 if they have at least 25 years of service. 
Deferred retirement is available to members who have at least 10 years of service credit and have not reached the 
service retirement age for the respective tier. 

The Defined Contribution Retirement Program (DCRP) was established as of July 1, 2008 under the provisions of 
Chapter 92, P.L. 2008 and Chapter 103, P.L. 2008 (NJSA 43:lSC-1 ct seq .. ). The DCRP is a cost sharing multiple
employer defined contribution pension fund. The DCRP provides eligible members, and their beneficiaries with a 
tax-sheltered, defined contribution retirement benefit, along with life insurance and disability coverage. Vesting and 
benefit provisions are established by NJSA 43:lSC-l et seq .. 

According to the state law, all obligations of each retirement system will be assumed by the State of New Jersey 
should any retirement systems terminate. The State of New Jersey, Department of the Treasury, Division of Pensions 
and Benefits issues a publicly available financial report that includes the financial statements and required 
supplementary information of each of the above systems. The financial reports may be accessed via the New Jersey 
Division of Pensions and Benefits website at www.state.nj.U8ltreasury/pensions. 
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Note VI: Pension Plans £Continued) 

Contribution Reguirements 

The contribution policy for PERS is set by N.1.S.A. 1 SA and requires contributions by active members and contributing 
employers. State legislation bas modified the amount that is contributed by the employer. The employer•s pension 
contribution is based on an actuarially determined amount which includes the employer portion of the normal cost and 
an amortization of the unfunded accrued liability. For the fiscal year ended June 30, 2016, the employer's pension 
contribution was less than the actuarial determined amount. 

The contribution policy for TPAF is set by NJ.S.A. 18A:66 and requires contributions by active members and 
contributing employers. State legislation has modified the amount that is contributed by the State. The State's pension 
contribution is based on an actuarially determined amount which includes the employer portion of the normal cost and 
an amortization of the unfunded accrued liability. For the fiscal year ended June 30, 2016, the Statc•s pemion 
contribution was less than the actuarial determined amount. 

The District's total payroll for the year ended June 30, 2018 was $25,103,527.22 and covered payroll was 
$17,987,261.00 for TPAF, $3,609,667.00 for PERS and $592,344.55 for DCRP. Contnoutions to the TPAF. PERS 
and the DCRP for the last three years made by the employees, Borough of Mountain Lakes and the State were u 
follows: 

Percent of Percent of Percent of 
Covered Covered Covered 

TPAF ~ fW Payroll DCRP fmQll 

Employees 6130116 $1,225,978.86 7.18 % $270,451.59 7.19% $15,756.62 5.49% 
6130117 1,286,744.74 7.30% 269,066.63 7.30% 19,507.63 5.50% 
6130118 1,340,797.55 7.45 % 268,327.62 7.43% 32,518.95 5.50% 

District 6130/16 NIA NIA% 477,365.00 12.70 % $8,594.47 2.99% 
6130111 NIA NIA% 491,396.00 13.33 % 10,640.91 3.00% 
6/30118 NIA NIA% 536,504.62 14.86% 17,770.30 3.00% 

State ofNJ 61301!6 $1,338,330.00 7.84% NIA NIA% NIA NIA% 
6130/17 1,928,495.00 10.94 % NIA NIA% NIA NIA% 
6130118 2,510,088.00 13.95 % NIA NIA% NIA NIA% 

In accordance with N.J.S.A. 18A:66-66 the State of New Jer.iey reimbursed the Board $1,268,400.89 
during the year ended June 30, 2018 for the employer's share of social security contributions for TPAF memben as 
calculated on their base salaries. This amount and the State of New Jersey's Contribution to the TP AF and PERS for 
OPEB have been included in the basic financial statements and the budgetary comparison schedule - General Fund as 
a revenue and expenditure in accordance with GASB 24. 
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Note Vll: Public Employees Retirement System 

Summary of Significant Accounting PoUcles 

For purposes of meeswing the net pension liability, deferred outflowa of resources and deferred inflows of resources 
related to pensions, and pension expense, information about the fiduciary net position of the PERS and additions 
to/deductions from PERS fiduciary net position have been determined on the same basis as they are reported by 
PERS. For this purpose, benefit payments (including refunds of employee contributions) are recognized when due 
and payable in accordance with the benefit tenus. Investments are reported at fair value. 

At June 30, 2018, the District reported a liability of $13,293,688.00 for its proportionate share of the net pension 
liability. The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The District's proportion of the net 
pension liability was based on a projection of the District's long•lerm share of contributions to the pension plan 
relative to the projected contributions of all participating employers, actuarially determined. At June 30, 2017, the 
District's proportion was 0.0571073924%, which was an increase of 3.99% from its proportion measured as of June 
30, 2016. 

For the year ended June 30, 2018, the District recognized pension expense of S 1,070,362.00. At June 30, 2018, the 
District reported def erred outflows of mources and deferred inflows of resources related to PERS from the following 
sources: 

Difference between expected and 
actual experience 

Changes of assumptions 
Net difference between projected and 

actual earnings on pension plan 
investments 

Changes in proportion and diff crences 
between District contributions and 
proportionate share of 
contn'butions 

District contributions subsequent to 
the measurement date 

Total 

Deferred Outflows 
ofResowces 

s 313,020 
2,678,220 

90,521 

488,472 

536,504 
$4.10§,737 

Deferred Inflows 
of Resources 

$ 

2,668,401 

67,752 

$2,736.153 

$536,504.62 reported as deferred outflows of resources related to pensions resulting from District contn'butions 
subsequent to the measurement date (i.e. for the school year ending June 30, 2018, the plan measurement date is June 
30, 2017) will be recognized as a reduction of the net pension liability in the year ended June 30, 2018. Other 
amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be 
recognized in pension expense as follows: 

Year ended June 30. 
2018 
2019 
2020 
2021 
2022 
Total 

64 

S 312,946 
472,244 
286,155 

(380,587) 
(277,397) 

S 413.~60 
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Note VII; Public Employees Retirement System (PERS} (Continued) 

Actuarial Assumpdons 

The collective total pension liability for the June 30. 2017 measurement date was determined by an actuarial valuation 
as of July I, 2016. which was rolled forward to June 30, 2017. This actuarial valuation used the following actuarial 
assumptions, applied all periods in the mcBSW"ement: 

Inflation rate 

Salazy increases: 
Through 2026 
Thereafter 

Investment rate ofretum: 

2.25% 

1.65%-4.15% (based on age) 
2.65% - S.15% (based on age) 

7.00% 

Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables (setback 
l year for males and females) for service retirement and beneficiaries of former members with adjustments for 
mortality improvements from the base year of 2012 based on Projection Scale AA. The RP-2000 Disability Mortality 
Tables (setback 3 years for males and setforward l year for females) arc used to value disabled retirees. 

The actuarial assumptions used in the July 1, 2016 valuation were based on the results of an actuarial experience study 
for the period July 1, 2011 to June 30, 2014. 

In accordance with State statute, the Jong-term expected rate of return on plan investments (7.00% at June 30, 2017) 
is detennin.ed by the State Treasurer, after consultation with the Directors of the Division of Investments and Division 
of Pensions and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic real rates of return for 
each major asset class included in PERS's target asset allocation as of June 30, 2017 are summarized in the following 
table: 

Asset Class 
Absolute return/risk mitigation 
Cash equivalents 
U.S Treasuries 
Investment grade credit 
Public high yield 
Global diversified credit 
Credit oriented hedge funds 
Debt related private equity 
Debt related real estate 
Private real estate 
Equity related real estate 
U.S. equity 
Non-U.S. developed markets equity 
Emerging markets equity 
Buyouts/venture capital 

65 

Target 
Allocation 

5.00% 
S.S0% 
3.00% 

10.00% 
2.50% 
5.00% 
1.00% 
2.00% 
1.00% 
2.50% 
6.25% 

30.00% 
Jl.50% 
6.50% 
8.25% 

Long-Term 
Expected 
Real Rate 
of&mm 

5.51% 
1.00% 
1.87% 
3.78% 
6.82% 
7.10% 
6.60% 

10.63% 
6.61% 

11.83% 
9.23% 
8.19% 
9.00% 

11.64% 
13.08% 
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Note VII:Pubtic Employees Retirement System (Continued) 

Discount Rate 

The discount rate used to measure the total pension liability was 5.00% as of June 30, 2017. This single blended 
discount rate was based on the long-term expected rate of return on pension plan investments of 7.00%, and a 
municipal bond rate of 3.58% as of June 30, 2017, based on the Bond Buyer Go 20-Bond Municipal Bond Index 
which includes tax-exempt general obligation municipal bonds with an average rating of AA/Aa or higher. The 
projection of cash flows used to determine the discount rate assumed that contributions from plan members will be 
made at the current member contribution rates and that contributions from employers will be made based on the 
contribution rate in the most recent fiscal year. Based on those assumptions, the plan's fiduciary net position was 
projected to be available to make projected future benefit payments of current plan members through 2040. 
Therefore, the long-term expected rate of return on plan investments was applied to projected benefit payments 
through 2040, and the municipal bond rate was applied to projected benefit payments after that date in determining the 
total pension liability. 

Sensitivity of the District's proportionate share of the net pension liabili.Jy to changes in the discount rate 

The following presents the District's proportionate share of the net pension liability calculated using the discount rate 
of 5.00%, as well as what the District's proportionate share of the act pension liability would be if it were calculated 
using a discount rate that is I-percentage point lower {4.00%) or 1-peroentage point higher {6.00%) than the cumnt 
rate: 

Current 
1% Discount 1% 

Decrease Rate Increase 
f4.QO%} {5.00%) {6.00~) 

District's proportionate 
share of the net pension 
liability $16,492, 149 13,293,688 10,629,633 
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Note VIII: Teachers Pension and Annuity Fund ffPAF} 

Summary of Significant Accounting Policies 

For purposes of measuring the net pension Uability, deferred outflows of resources and deferred inflows of resources 
related to pensions, and pension expense, information about the fiduciary net position of the Teachers Pension and 
Armuity Fund (TPAF) and additions to/deductions from the TPAF's fiduciary net position have been determined on 
the same basis as they are reported by the TPAF. For this pwpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms. Investments arc reported at 
fair value, 

At June 30, 2018, the District reported a liability for its proportionate share of the net pension liability that reflected a 
reduction for State pension support provided to the District The amount recognized by the District as its 
proportionate share of the net pension liability, the related State support, and the total portion of the net pension 
liability that was associated with the District were as follows: 

District's proportionate share of the net pension liability 

State's proportionate share of the net pension liability 
associated with the District 

Total 

$ 

115,598,964 

$115.598.964 

The net pension liability was measured as of June 30, 2017 and the total pension liability to calculate the net pension 
liability was detennined by an actuarial valuation as of that date. The District's proportion of the net pension liability 
was based OD a projection of the District's long-term share of contributions to the pension plan relative to the 
projected contributions of all participating school districts and the State, actuarially determined. At June 30, 2017, the 
District's proportion was 0.00%, which was a decrease of 0.00% from its proportion measured as of June 30, 2016. 

For the year ended June 30, 2017, the State (for the District) recognized pension expense of $8,008,111 and revenue 
of $8,008,111 for support provided by the State. At June 30, 2017, the State (for the District) reported deferred 
outflows of resomces and deferred inflows of resources related to TP AF from the following sources: 

Differences between expected and actual experience 
Changes of assumptions 
Net difference between projected and actual earnings 

OD pension plan investments 
Changes in proportion and differences between State 

contnoutions associated with the District and 
proportionate share of contributions 

State's contnoution associated with the District 
subsequent to the measurement date 

Total 

67 

Deferred 
Outflows 

Of 
Resources 

$ 1S3,S46 
22,853,668 

521,664 

244,457 

2,Sl0,088 
$26.883A23 

Deferred 
Inflows 

Of 
Resources 

$ 197,102 
19,960,889 

85,728 

$20,243.719 
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Note VIll:Teachers Pension and Annuity Fund ITPAF)(Continued) 

$2,510,088 reported as deferred outflows of resources related to pensions resulting from State contributions 
associated with the District subsequent to the measurement date {i.e. for the school year ending June 30, 2018, the 
plan measurement date is June 30, 2017) will be recognized as a reduction of the net pension liability in the year 
ended June 30, 2018. Other amounts reported as deferred outflows of resources and deferred inflows of resources 
related to pensions will be recognized in pension expense as follows: 

Year ended June 30. 
2018 
2019 
2020 
2021 
2022 
Thereafter 
Total 

Actuarial Assumptions 

$1,269,328 
2,015,673 
1,685,385 

944,961 
1,071,318 

{2,939,307} 
S 4.047,358 

The collective total pension liability for the June 30, 2017 measurement date was determined by an actuarial valuation 
as of July 1, 2016, which was rolled forward to June 30, 2017. This actuarial valuation used the following actuarial 
assumptions, applied all periods in the measurement: 

Inflation rate 

Salary increases: 
2012-2021 
Thereafter 

Investment rate of return: 

2.25% 

Varies based on experience 
Varies based on experience 

7.00% 

Pre-retirement, post-retirement and disabled mortality rates were based on the experience of TP AF members 
reflecting mortality improvement on a generational basis based on a 60-year average of Social Security data from 
1953 to 2013. 

The actuarial assumptions used in the July l, 2016 valuation were based on the results of an actuarial experience study 
for the period July 1, 2012 to June 30, 2015. 
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Note VIIl:Tcachcrs Pensjon and Annuity Fund ITPAF}(Continued} 

In accordance with State statute, the long-term expected rate of return on plan investments (7 .00% at June 30, 2017) is 
determined by the State Treasurer, after consultation with the Directors of the Division of Investments and Division of 
Pensions and Benefits, the board of trustees and the actuaries. The long-term expected rate of return was determined 
using a building block method in which best-estimate ranges of expected future real rates of return (expected returns, 
net of pension plan investment expense and inflation) are developed for each major asset class. These ranges arc 
combined to produce the long-term expected rate of return by weighting the expected future real rates of return by the 
target asset allocation percentage and by adding expected inflation. Best estimates of arithmetic real rates of retum 
for each major asset class included in TPAF's target asset allocation as of June 30, 2017 are summarized in the 
following table: 

Discount Rate 

Asset Class 
Absolute return/risk mitigation 
Cash equivalents 
U.S Treasuries 
Investment grade credit 
Public high yield 
Global diversified credit 
Credit oriented hedge funds 
Debt related private equity 
Debt related real estate 
Private real estate 
Equity related real estate 
U.S. equity 
Non-U.S. developed markets equity 
Emerging markets equity 
Buyouts/venture capital 

Target 
Allocation 

5.00% 
S.S0% 
3.00% 

10.00% 
2.50% 
5.00% 
1.00% 
2.00% 
1.00% 
2.50% 
6.25% 

30.00% 
11.50% 
6.50% 
8.25% 

Long-Tenn 
Expected 
Real Rate 
of Return 

S.51% 
1.00% 
1.87% 
3.78% 
6.82% 
7.10% 
6.60% 

10.63% 
6.61% 

11.83% 
9.23% 
8.19% 
9.00% 

11.64% 
13.08% 

The discount rate used to measure the total pension liability was 4.25% as of June 30, 2017. This single blended 
discount rate was based on the long-term expected rate of return on pension plan investments of 7 .00%, and a 
municipal bond rate of 3.58% as of June 30, 2017, based on the Bond Buyer Go 20-Bond Municipal Bond Index 
which includes tax-exempt general obligation municipal bonds with an average rating of AA/Aa or higher. The 
projection of cash flows used to determine the discount rate assumed that contributions from plan members will be 
made at the current member contribution rates and that contnoutioos from employers will be made based on the 
contribution rate in the most recent fiscal year. The State contributed 40% of the actuarially determined contributions. 
Based on those assumptions, the plan's fiduciary net position was projected to be available to make projected future 
benefit payments of current plan members through 2036. Therefore, the long-term expected rate of return on plan 
investments was applied to projected benefit payments through 2036, and the municipal bond rate was applied to 
projected benefit payments after that date in determining the total pension liability. 
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Note VDI:Teachers Pension and Annuity Fund ITPAF}(Cootinued) 

Sensitivity of the District's proportionate share of the net pension liability to changes in the discount rate 

The following presents the District's proportionate share of the net pension liability calculated using the discount rate 
of 4.25%, as well as what the District's proportionate share of the net pension liability would be if it were calculated 
using a discount rate that is I-percentage point lower {3.25%) or I-percentage point higher {S.25%) than the current 
rate: 

District's proportionate 
share of the net pension 
liability 

1% 
Decrease 
(3.25%) 

$137,335,037 

Note IX: Health Benefit and Post-Retirement Medical Benefits 

Current 
Discount 

Rate 
(4.25%} 

115,598,964 

1% 
Increase 
(5.25%} 

97,692,684 

P.L. 2011, c.78 effective October 2011, sets new employee contnbution requirements towards the cost of employer
provided health benefit coverage. Employees are required to contribute a certain percentage of the cost of coverage. 
The rate of contribution is determined based on the employee's annual salary and the selected level of coverage. The 
increased employee contributions will be phased in over a 4-year period for those employed prior to this new 
legislation's effective date with a minimum contribution required to be at least 1.5% of salary. 

Health Benefits Program Fund (HBPF)- Local Education Retired (including Prescription Drug Program Fund)- The 
State of New Jersey provides free coverage to members of the Teachers' Pension and Anouity Fund who retire from a 
board of education or county college with 25 years of service or on a disability retiremenl Under the provisions of 
P.L. 1992, c.126, the State also provides free coverage to members of the Public Employees' Retirement System and 
Alternate Benefits Program who retire from a board of education or county college with 25 years of service or on a 
disability retirement if the member's employer does not provide this coverage. 

P.L. 1987, c.384 and P.L. 1990, c.6 required the Teachers' Pension and Annuity Fund and the Public Employees' 
Retirement System, respectively, to fund post·rctirement medical benefits for those employees who retire after 
accumulating 25 years of credited scrvioe or on a disability retiremenl P .L. 2007, c. l 03 amended the law to eliminate 
the funding of post-retirement medical benefits through the TP AF and PERS. It created separate funds outside of the 
pension plans for the funding and payment of post.retirement medical benefits for retired stated employees and retired 
educational employees. As of June 30, 2017, there were 112,966 retirees receiving post-retirement medical benefits 
and the state contributed $1.39 billion on their beha1£ The cost of these benefits is funded through contributions by 
the State in accordance with P.L. 1994, c.62. Funding of post-retirement medical benefits changed from a pre-funding 
basis to a pay-as,.you-go basis beginning in Fiscal Year 1994. 

The State is also responsible for the cost attributable to P.L. 1992 c.126 which provides free health benefits to 
members of PERS and the Alternate Benefit Program who retired from a board of education or county college with 25 
years of service. The State paid $238.9 million toward Chapter 126 benefits for 20,913 eligible retired members in 
fiscal year 2016. 
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Note IX: Health Benefit and Post-Retirement Medical Benefits (Continued) 

Summary of SfgnUlc:ant Accounting PoUcles 

For purposes of measuring the liability, deferred outflows of resources and deferred inflows of resources, and expense 
associated with the State's requirement to contribute to the State Health Benefits Local Education Retired Employees 
Plan (OPEB), information about OPEB's fiduciary net position and additions to/deductions from OPEB's fiduciary 
net position have been determined on the same basis as they are reported by OPEB. For this purpose, OP.EB 
recognizes benefit payments when due and payable in accordance with benefit terms. Investments are reported at fair 
value, except for money market investments and participating interest-earning investment contracts that have a 
maturity at the time of purchase of one year or less, which are reported at cost. 

At June 30, 2018, the District reported a liability for its proportionate share of the net OPEB liability that reflected a 
reduction for State OPEB support provided to the District. The amount recognized by the District as its proportionate 
share of the net OPEB liability, the related State support, and the total portion of the net OPBB liability that was 
associated with the District were as follows: 

District's proportionate share of the net OPEB liability 

State's proportionate share of the net OPEB liability 
associated with the District 

Total 

$ 

80.334,638 

$80,334.638 

The net OPEB liability was measured as of June 30, 2017 end the total OPEB liability to calculate the oet OPEB 
liability was determined by an actuarial valuation as of that date. The District's proportion of the net OPEB liability 
was based on a projection of the District's long-term share, of contnbutions to the OPEB plan relative to the projected 
contributions of all participating school districts and the State, actuarially determined. At June 30, 2017, the District's 
proportion was 0.00%, which was a decrease of 0.00% from its proportion measured as of June 30, 2016. 

For the year ended June 30, 2017, the State (for the Di.strict) recognized OPEB expense of $4,733,966 and revenue of 
$4,733,966 for support provided by the State. At June 30, 2017, the State (for the District) reported deferred outfloW!I 
of resources and deferred inflows of resources related to OPEB from the following sow-ces: 

Differences between expected and actual experience 
Changes of assumptions 
Net difference between projected and actual earnings 

on OPEB plan investments 
Changes in proportion 
State contributions subsequent to the 

measurement date 
Total 
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$ 

s 

Deferred 
Outflows 

Of 
Resources 

154,741 

1,621.213 
1.775.954 

$ 

Deferred 
Inflows 

Of 
Resources 

(9,500,856) 

$ (9.500.856) 
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Note IX:Health Benefit and Post-Retirement Medical Benefits (Continued) 

Actuarial Assumpdous 

The collective total OPEB liability for the June 30, 2017 measurement date was determined by an actuarial valuation 
as of July 1, 2016, which was rolled forward to June 30, 2017. This actuarial valuation used the following actuarial 
assumptions, applied to all periods in the meeswement: 

Inflation rate 

Salary increases: 
Through 2026 

Thereafter 

2.5% 

TPAF/ABP 

1.55 -4.55% 
based on years 
of service 

2.00-S.45% 
based on years 
of service 

2.15-4.14% 
based on age 

3.15-S.15% 
based on age 

Preretirement mortality rates wera based on the RP-2014 Headcount-Weighted Healthy Employee Male/Female 
mortality table with fully generational mortality improvement projections from the central year using the MP-2017 
scale. Postretiremcnt mortality rates were based on the RP-2014 Headcount-Weighted Healthy Annuitant 
Male/Female mortality table with fully generational improvement projections from the central year using the MP-
2017 scale. Disability mortality was based on the RP-2014 Headcount-Weighted Disabled Male/Female mortality 
table with fully generational improvement projections from the central year using the MP-2017 scale. 

The actuarial assumptions used the June 30, 2016 valuation were based on the results of actuarial experience studies 
for the periods July 1, 2012-JuneJO, 2015 and July 1, 2011-June 30, 2014 forTPAF and PERS, respectively. 

Discount Rate 

The discount rate for June 30, 2017 and 2016 was 3.58% and 2.85%, respectively. This represents the municipal 
bond return rate as chosen by the Division. The source is the Bond Buyer GO 20-Bond Municipal Bond Index, which 
includes tax-exempt general obligation municipal bonds with an average rating of AA/ Aa or higher. 
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Note IX:HeaJtb Benefit and Post-Retirement Medical Benefits (Continued) 

Sensitivity of the District's proportionate share of the net OPEB liability to changes in the discount rate 

The following presents the District's proportionate share of the new OPEB liability calculated using the discount rate 
of 3.58%, as well as what the District's proportional share of the net OPEB liability would be if it were calculated 
using a discount rate that is 1-percentage point lower (2.58%) or I-percentage point higher (4.58%) than the current 
rate: 

District's proportionate 
share of the net pension 
liability 

Health Care Trend 

1%Decreasc 
(2.58%) 

$95,357,215 

Curtcnt 
Discount 

Rate 
(3.58%) 

$80,334,638 

1% Increase 
(4.58%) 

$68,412,978 

For pre-Medicare preferred provider organization (PPO) medical benefits, this amount initially is 5.9% and decreases 
to a 5.0% long-term trend rate after nine yean. For self-insured post-65 PPO medical benefits, the trend rate is 4.5%. 
For health maintenance organization (HMO) medical benefits, the trend rate is initially 5.9% and decreases to a 5.0% 
long-term trend rate after nine years. For prescription drug benefits, the initial trend rate is 10.5% decreasing to a 
5.0% long-term trend rate after eight years. For the Medicate Part B reimbursement, the trend rate is 5.0%. The 
Medicare Advantage trend rate is 4.5% and will continue in all future years. 

Sensitivity of the District's proportionate share of the net OPEB liability to changes in the healthcare cost trend rate.s 

The following presents the District's proportionate slwc of the net OPEB liability, as well as what the District's 
proportionate share of the net OPEB liability would be if it were calculated using healthcare cost trend rates that are 
1-percentage-point lower or 1-percentage-point higher than the current healthcare cost trend rates: 

District's proportionate 
share of the net OPEB 
liability 

: 

1% Decrease 

$66,067,206 
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Healthcare Cost 
Trend Rates 

$80,334,638 

1% Increase 

$99,281,562 



BOARD OF EDUCATION 
BOROUGH OF MOUNTAIN LAKES 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2018 

Note X: Deferred Compensation Plan 

The Board offers its employees a deferred compensation plan (the ''Plan") created in accordance with Internal 
Revenue Code Section 403(b) and 4S7(b). The plans, which are administered by the entities listed below, permits 
participants to defer a portion of their salary until future years. Amounts deferred under the plans are not available to 
employees until termination, retirement, death or unforeseeable emergency or upon death to their beneficiaries. The 
plan administrators arc as follows: 

The Maitrix Financial Group, Inc.I American Funds 
AIGVALIC 

AXA Equitable 
Financial Resources/FTJ Fund Choice/Security I 
MetLife Resources Lincoln Investment Planning, Inc. 

Metropolitan Life Insurance Co. 
MetLife Insurance Co. of Connecticut 

Oppenheimer Funds/BKCT Financial Group llC 

All amounts of compensation deferred under this plan, all property and rights purchased with those amounts, and all 
income attributable to those amounts, property or rights are (until paid or made available to the employee or other 
beneficiary) solely the property and rights of the Borough of Mountain Lakes School District (without being restricted 
to the provisions of benefits under the Plan) subject only to the claims of the Borough of Mountain Lakes School 
District's general creditors. Participants' right under the Plan are equivalent to those of general creditors of the 
Borough of Mountain Lakes School District in an amount equal to the fair market value of the deferred account for 
each participant. 

The maximum amount of deferred compensation for any participant for any taxable year shall not exceed the lesser of 
$18,500.00 or 100 percent of the participant's includible compensation for the taxable year except as provided by the 
limited catch-up provision which may effect a participant's last three taxable years ending before a participant attains 
normal retirement age as defined by plan. 

During the year ended June 30, 2017 and 2018, the employees' contributions to the plan were $876,892.77, and 
$810,196.11, respectively. 

Note XI: Risk Management 

New Jersey Unemployment Compensation Insurance - The District has elected to fund its New Jetsey Unemployment 
Compensation Insurance under the "Benefit Reimbursement Method". Under this plan, the District is required to 
reimburse the New Jersey Unemployment Tzust Fund for benefits paid to its former employees and charged to its 
account with the State. The District is billed quarterly for amounts due to the State. 

The following table is a summary of district contributions, employee contn'butions, reimbursements to the state for 
benefits paid and the ending balance of the district's trust fund for the current and previous two years: 

District Employee Amount Ending 
Fis!ial Y~ Contributions ~ontn'butiom R!cimbursed Balance 
2017-2018 $ -0- s 26,152.93 $ 31,585.36 $ 318,131.87 
2016-2017 -0- 50,870.29 13,840.57 320,433.10 
2015-2016 -0- 55,101.73 74,038.57 306,108.35 

The Borough of Mountain Lakes School District is exposed to various risks of loss related to torts; theft of, damage 
to, and destruction of assets; errors and omissions~ injuries to employees; and natural disasters. 
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The District is a member of the New Jersey School Board Association Insurance Group (the "Group''). The Group is 
both an insured and self.administered group of school districts established for the purpose of providing certain low. 
cost Property Damage, Employer's Liability, Automobile and Equipment Liability insurance coverage for member 
school districts in order to keep local property taxes at a minimum. The District pays an annual assessment to the 
Group and should it be determined that payments received by the Group are deficient, additional assessments may be 
levied. Additionally, the Group maintains a contract of excess insurance with a commercial reinsuror to secure the 
payment of benefits. 

The District is a member of the Monis Essex Workers' Compensation Joint Insurance Fund {the "Fund''), The Fund 
is both insured and self-administered group of school districts established for the purpose of providing certain low
cost Workers' Compensation coverage for member school districts in order to keep local property taxes at a 
minimum. 

The District pays an annual assessment to the Fund and should it be determined that payments received by the Fund 
are deficient, additional assessments may be levied. Additionally, the Fund maintains a contract of excess insurance 
with a commercial reinsuror to secure the payment of benefits. 

The Borough of Mountain Lakes School District continues to carry commercial insurance coverage for all risks of 
loss, including employee health and accident insurance. Settled claims resulting from these risks have not exceeded 
commercial inswance coverage in any of the past three fiscal years. 

Note Xll;Compensated Absences 

The District accounts for compensated absences (e.g., unused vacation, sick leave) as directed by Governmental 
Accounting Standards Board Statement No. 16 (GASB 16), "Accounting for Compensated Absences". A liability for 
compensated absences attnl>utable to services already rendered and not contingent on a specific event that is outside 
the control of the employer and employee is accrued as employees earn the rights to the benefits. 

District employees are granted vacation and sick leave in varying amounts under the District's personnel policies. In 
the event of termination, an employee is reimbursed for accumulated vacation. T.P.AF. staff who retire, as per the 
provisions of the state pension system, and have at least 15 ye&.B of continuous service in Mountain Lakes are 
reimbursed for accumulated sick leave up to a maximum ofSS,000.00 for teachers and $12,000.00 for administrators. 

In the district-wide Statement of Net position, the liabilities whose average maturities are greater than one year are 
reported in two components - the amount due within one year and the amount due in more than one year. 

The liability for vested compensated absences of the proprietary fund types is recorded within those funds as the 
benefits accrue to employees. As of June 30, 2018, no liability existed for compensated absences in the Food Service 
Fund. 

Note XIll: Contingent Liabilities 

The Borough of Mountain Lakes School District is a defendant in several lawsuits, none of which is unusual for a 
Board of Education of its size. Additional liabilities, if not covered by insurance, should not be material in amount 

Note XIV: Subsequent Events 

The Borough of Mountain Lakes School District bas evaluated subsequent events through September 13, 
2018, the date which the financial statements were available to be issued and no additional items were noted for 
disclosure or adjustment 
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FORM OF BOND COUNSEL OPINION 

 

[Date of Closing] 

 

The Board of Education of the Borough of  
Mountain Lakes, in the County of Morris, New Jersey 

Dear Members of the Board: 
 
We have acted as bond counsel to the Board of Education (the “Board of Education”) 
of the Borough of Mountain Lakes, in the County of Morris, New Jersey (the “School 
District”) in connection with the issuance and sale by the Board of Education of its 
$17,216,000 aggregate principal amount of School District Bonds, Series 2019 (the 
“Bonds”).  In this capacity, we have examined certified copies of a record of 
proceedings of the Board of Education and such other proofs, documents and 
instruments submitted to us that we deemed pertinent relative to the issuance and sale 
by the Board of Education of the Bonds. 
 
The Bonds are dated, mature (subject to prior redemption)and bear interest upon the 
terms and conditions stated therein, in the resolution adopted by the Board of 
Education on May 20, 2019 (the “Resolution”) and as set forth on the inside cover 
page of the Official Statement issued in connection with the Bonds.  The Bonds are 
fully registered in form and are issued pursuant to Title 18A, Education, of the New 
Jersey Statutes and by virtue of a proposal adopted by the Board of Education on 
August 14, 2017 and approved by the legally qualified voters of the School District at a 
special school election held on September 26, 2017 and the Resolution. 
 
We are of the opinion that such proceedings, proofs, documents and instruments show 
lawful authority for the issuance and sale of the Bonds pursuant to Title 18A, 
Education, of the New Jersey Statutes, and other applicable statutes, and that the 
Bonds are valid and legally binding obligations of the Board of Education, all the 
taxable property within the jurisdiction of the School District is subject to the levy of ad 
valorem taxes for the ultimate payment of the principal of and interest on the Bonds 
without limitation as to rate or amount. 

We are further of the opinion that under existing law, interest on the Bonds is excluded 
from the gross income of the owners of the Bonds for federal income tax purposes 
pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the 
“Code”), and interest on the Bonds is not an item of tax preference under Section 57 of 
the Code for purposes of computing the alternative minimum tax. 

We are further of the opinion that under existing law, interest on the Bonds and net 
gains from the sale thereof are exempt from the tax imposed by the New Jersey Gross 
Income Tax Act. 

The Code imposes certain requirements that must be met on the date of issuance of 
the Bonds and on a continuing basis subsequent to the issuance of the Bonds in order 
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for interest on the Bonds to be excluded from gross income for federal income tax 
purposes under Section 103 of the Code.  Failure of the Board of Education to comply 
with such requirements may cause interest on the Bonds to lose the exclusion from 
gross income for federal income tax purposes, retroactive to the date of issuance of 
the Bonds.  The Board of Education has made representations in the Tax Certificate, 
dated as of the date hereof, as to various tax requirements with respect to the Bonds.  
In addition, the Board of Education has covenanted to comply with the provisions of 
the Code applicable to the Bonds and has covenanted not to take any action or fail to 
take any action that would cause the interest on the Bonds to lose the exclusion from 
gross income for federal income tax purposes under Section 103 of the Code or cause 
interest on the Bonds to be an item of tax preference under Section 57 of the Code.  
With your permission, we have relied upon the representations made in the Tax 
Certificate and we have assumed continuing compliance by the Board of Education 
with the above covenants in rendering our federal income tax opinion with respect to 
the exclusion of interest on the Bonds from gross income for federal income tax 
purposes and with respect to the treatment of interest on the Bonds for purposes of the 
alternative minimum tax. 

Attention is called to the fact that for purposes of this opinion letter we have not been 
requested to examine and have not examined any documents or information relating to 
the Board of Education or the School District other than the certified copies of the 
proceedings, proofs, documents and instruments hereinabove referred to, and no 
opinion is expressed as to any financial or other information, or the adequacy thereof, 
which has been or may be supplied to any purchaser of the Bonds. 

It is to be understood that the rights of the holders of the Bonds and the enforceability 
thereof may be subject to bankruptcy, insolvency, reorganization, moratorium and 
other similar laws affecting creditors’ rights heretofore or hereafter enacted and that 
their enforcement may also be subject to the exercise of judicial discretion in 
appropriate cases. 

We have examined an executed Bond and, in our opinion, the form of said Bond and 
its execution are regular and proper. 

The opinions expressed herein are based upon the laws and judicial decisions of the 
State of New Jersey and the federal laws and judicial decisions of the United States as 
of the date hereof and are subject to any amendment, repeal or other modification of 
the applicable laws or judicial decisions that served as the basis for our opinions, or 
laws or judicial decisions hereafter enacted or rendered.  Our engagement by the 
Board of Education with respect to the opinions expressed herein does not require, 
and shall not be construed to constitute, a continuing obligation on our part to notify or 
otherwise inform the addressee hereof of the amendment, repeal or other modification 
of the applicable laws or judicial decisions that served as the basis for this opinion 
letter or of laws or judicial decisions hereafter enacted or rendered which impact on 
this opinion letter. 

This opinion letter is rendered to you in connection with the above described 
transaction.  This opinion letter may not be relied upon by you for any other purpose, 
or relied upon by, or furnished to, any other person, firm or corporation without our 
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prior written consent.  This is only an opinion letter and not a warranty or guaranty of 
the matters discussed herein. 

Very truly yours, 
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FORM OF CONTINUING DISCLOSURE CERTIFICATE 
 
 
 THIS CONTINUING DISCLOSURE CERTIFICATE (the "Certificate") is made as of 
August 1, 2019, by the Board of Education of the Borough of Mountain Lakes, in the County of 
Morris, a political subdivision duly organized under the laws of the State of New Jersey (the 
"Issuer"). 
 
 W I T N E S S E T H: 
 
 WHEREAS, the Issuer is issuing its School District Bonds, Series 2019 dated August 1, 
2019, in the aggregate principal amount of $17,216,000 (the "Bonds") on the date hereof; and 
 
 WHEREAS, the Bonds are being issued pursuant to Title 18A, Education, of the New 
Jersey Statutes, and by virtue of a proposal adopted by the Issuer on August 14, 2017 and 
approved by the legally qualified voters of the Mountain Lakes School District at a special 
school election held on September 26, 2017, and a resolution adopted by the Issuer on May 20, 
2019; and 
 
 WHEREAS, the Securities and Exchange Commission (the "SEC") pursuant to the 
Securities Exchange Act of 1934, as amended and supplemented (codified on the date hereof at 
15 U.S.C. 77 et seq.) (the "Securities Exchange Act") has adopted amendments to its Rule 15c2-
12 (codified at 17 C.F.R. §240.15c2-12) ("Rule 15c2-12") effective July 3, 1995 which generally 
prohibit a broker, dealer, or municipal securities dealer from purchasing or selling municipal 
securities, such as the Bonds, unless such broker, dealer or municipal securities dealer has 
reasonably determined that an issuer of municipal securities or an obligated person has 
undertaken in a written agreement or contract for the benefit of holders of such securities to 
provide certain annual financial information and material event notices to the MSRB (as defined 
herein); and 
 
 WHEREAS, the Issuer represented in its Notice of Sale dated July 9, 2019 (the "Notice 
of Sale") that it would deliver on the closing date for the Bonds a "Continuing Disclosure 
Certificate" pursuant to which the Issuer will agree to provide at the times and to the persons 
described in Rule 15c2-12 the annual financial information and material event notices on a 
continual basis pursuant to Rule 15c2-12; and 
 
 WHEREAS, on July 17, 2019, the Issuer accepted the bid of Roosevelt & Cross, Inc. & 
Associates (the "Participating Underwriter") for the purchase of the Bonds; and 
 
 WHEREAS, the execution and delivery of this Certificate has been duly authorized by 
the Issuer and all conditions, acts and things necessary and required to exist, to have happened, 
or to have been performed precedent to and in the execution and delivery of this Certificate, do 
exist, have happened and have been performed in regular form, time and manner; and 
 
 WHEREAS, the Issuer is executing this Certificate for the benefit of the Holders of the 
Bonds. 
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 NOW, THEREFORE, for and in consideration of the premises and of the mutual 
representations, covenants and agreements herein set forth, the Issuer, its successors and assigns, 
do mutually promise, covenant and agree as follows: 
 
 ARTICLE I 
 
 DEFINITIONS 
 
 Section 1.1 Terms Defined in Recitals.  The following terms shall have the meanings 
set forth in the recitals hereto: 
 
  Bonds    Notice of Sale 
  Certificate   Rule 15c2-12 
  Issuer    SEC 
  Participating Underwriter Securities Exchange Act 
 
 Section 1.2 Additional Definitions.  The following additional terms shall have the 
meanings specified below: 
 
 "Annual Report" means Financial Statements and Operating Data provided at least 
annually. 
 
 "Bondholders" or "Holder" or any similar term means the registered holders and 
beneficial owners of the Bonds. 
 
 "Business Day" means any day other than (a) a Saturday or Sunday, (b) a day on which 
commercial banks in New York City, New York or in the State of New Jersey are authorized or 
required by law to close or (c) a day on which the New York Stock Exchange is closed. 
 
 "Disclosure Event" means any event described in subsection 2.1(d) of this Certificate. 
 
 "Disclosure Event Notice" means the notice to the MSRB as provided in subsection 
2.4(a) of this Certificate. 
 
 "Disclosure Representative" means the Board Secretary of the Issuer or his or her 
designee, or such other officer or employee as the Issuer shall designate from time to time. 
 
 "Dissemination Agent" means an entity acting in such capacity under this Certificate or 
any other successor entity designated in writing by the Issuer and which has filed with the Issuer 
a written acceptance of such designation. 
 
 “EMMA” means the Electronic Municipal Market Access facility for municipal securities 
disclosure of the MSRB. 
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 "Final Official Statement" means the final Official Statement of the Issuer dated July 17, 
2019 pertaining to the Bonds. 
 
 "Financial Statements" means the audited financial statements of the Issuer for each 
Fiscal Year and are of the type included in Appendix B to the Final Official Statement. 
 
 "Fiscal Year" means the fiscal year of the Issuer as determined by the Issuer from time to 
time.  As of the date of this Certificate, the Fiscal Year of the Issuer begins on July 1 and closes 
on June 30 of each calendar year. 
 
 "GAAP" means generally accepted accounting principles as in effect from time to time in 
the United States of America, consistently applied, as modified by governmental accounting 
standards and mandated State statutory principles applicable to the Issuer as may be in effect 
from time to time. 
 
 "GAAS" means generally accepted auditing standards as in effect from time to time in 
the United States of America, consistently applied, as modified by governmental accounting 
standards and mandated State statutory principles applicable to the Issuer as may be in effect 
from time to time. 
  
 "MSRB" means the Municipal Securities Rulemaking Board.   
 
 "Operating Data" means the financial and statistical information of the Issuer contained 
in the Financial Statements. 
 
 “Prescribed Form” means such electronic format accompanied by such identifying 
information as shall be prescribed by the MSRB and which shall be in effect on the date of filing 
of such information. 
 
 "State" means the State of New Jersey. 
 
 Section 1.3 Interpretation.  Words of masculine gender include correlative words of 
the feminine and neuter genders.  Unless the context shall otherwise indicate, words importing 
the singular include the plural and vice versa, and words importing persons include corporations, 
associations, partnerships (including limited partnerships), trusts, firms and other legal entities, 
including public bodies, as well as natural persons.  Articles and Sections referred to by number 
mean the corresponding Articles and Sections of this Certificate.  The terms "hereby," "hereof," 
"hereto," "herein," "hereunder" and any similar terms as used in this Certificate, refer to this 
Certificate as a whole unless otherwise expressly stated. 
 
 As the context shall require, the disjunctive term "or" shall be interpreted conjunctively 
as required to insure that the Issuer performs any obligations, mentioned in the passage in which 
such term appears. 
 
 The headings of this Certificate are for convenience only and shall not define or limit the 
provisions hereof. 
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ARTICLE II 

 
 CONTINUING DISCLOSURE COVENANTS AND REPRESENTATIONS 
 
 Section 2.1 Continuing Disclosure Covenants of the Issuer.  The Issuer agrees that it 
will provide, or shall cause the Dissemination Agent to provide: 
 
 (a) Not later than the February 28th after then end of each Fiscal Year (presently June 
30), commencing with the Fiscal Year of the Issuer ending June 30, 2019 an Annual Report in 
Prescribed Form in accordance with EMMA to the MSRB; 
 
 (b) Not later than fifteen (15) days prior to the date of each year specified in 
subsection 2.1(a), a copy of the Annual Report to the Dissemination Agent, if the Issuer has 
appointed or engaged a Dissemination Agent; 
 
 (c) If not submitted as part of the Annual Report, then when and if available, in 
Prescribed Form in accordance with EMMA to the MSRB, audited financial statements for the 
Issuer; provided that unaudited Financial Statements for the Issuer in Prescribed Form shall be 
submitted in accordance with EMMA as part of the Annual Report to the MSRB if audited 
Financial Statements are not then available; 
 
 (d) Within ten (10) days of the occurrence of any of the following events, to the 
MSRB and in Prescribed From, notice of any of the following events with respect to the Bonds 
(each, a "Disclosure Event"):  
 
  (i) Principal and interest payment delinquencies;  
 
  (ii) Non-payment related defaults, if material;  
 
  (iii) Unscheduled draws on the debt service reserve fund reflecting financial 

difficulties;  
 
  (iv) Unscheduled draws on credit enhancements reflecting financial difficulties;  
 
  (v) Substitution of credit or liquidity providers, or their failure to perform;  
 

(vi) Adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue 
(IRS Form 5701-TEB) or other material notices or determinations with 
respect to the tax status of the Bonds, or other material events affecting the 
tax-exempt status of the Bonds; 

  (vii) Modifications to rights of holders of the Bonds, if material;  
 
  (viii) Bond calls, if material, and tender offers;  
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  (ix) Defeasances;  
 
  (x) Release, substitution, or sale of property securing repayment of the Bonds, if 

material;  
 

 (xi) Rating changes;  

(xii) Bankruptcy, insolvency, receivership or similar events of the Issuer, which 
shall be considered to occur when any of the following occur: the 
appointment of a receiver, fiscal agent or similar officer for the Issuer in a 
proceeding under the U.S. Bankruptcy Code or in any other proceeding under 
State or Federal law in which a court or governmental authority has assumed 
jurisdiction over substantially all of the assets or business of the Issuer, or if 
such jurisdiction has been assumed by leaving the existing governing body 
and officials or officers in possession but subject to the supervision and 
orders of a court or governmental authority, or the entry of an order 
confirming a plan of reorganization, arrangement or liquidation by a court or 
governmental authority having supervision or jurisdiction over substantially 
all of the assets or business of the Issuer; 

(xiii) The consummation of a merger, consolidation, or acquisition involving the 
Issuer or the sale of all or substantially all of the assets of the Issuer, other 
than in the ordinary course of business, the entry into a definitive agreement 
to undertake such an action or the termination of a definitive agreement 
relating to any such actions, other than pursuant to its terms, if material;  

(xiv) Appointment of a successor or additional trustee or the change of name of a 
trustee, if material; 

(xv) Incurrence by the Issuer of a (A) debt obligation, (B) derivative instrument 
entered into in connection with, or pledged as security or a source of payment 
for, an existing or planned debt obligation, or (C) a guarantee of (A) or (B), 
excluding municipal securities (as defined in the Securities Exchange Act of 
1934, as amended) as to which a final official statement (as defined in the 
Rule 15c2-12) has been provided to the MSRB consistent with the Rule 
15c2-12 (each, a "Financial Obligation"), if material, or agreement to 
covenants, events of default, remedies, priority rights, or other similar terms 
of a Financial Obligation of the Issuer, any of which affect security holders, 
if material; and 

 
(xvi) Default, event of acceleration, termination event, modification of terms, or 

other similar events under the terms of a Financial Obligation of the Issuer, 
any of which reflect financial difficulties. 
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 (e) In a timely manner, to the MSRB in accordance with EMMA and in Prescribed 
Form, notice of a failure by the Issuer to provide the Annual Report within the period described 
in subsections 2.1(a) and 2.1(b) hereof. 
 
 Section 2.2 Continuing Disclosure Representations.  The Issuer represents and 
warrants that: 
 
 (a) Financial Statements shall be prepared according to GAAP. 
 
 (b) Financial Statements prepared annually shall be audited by an independent 
certified public accountant in accordance with GAAS, the audit requirements provided by the 
New Jersey Department of Education and the United States Government Accounting Office. 
 
 Section 2.3 Form of Annual Report.   
 
 (a) The Annual Report may be submitted as a single document or as separate 
documents comprising a package. 
 
 (b) Any or all of the items which must be included in the Annual Report may be 
incorporated by reference from other information which is available to the public through 
EMMA or which has been filed with the SEC.  The Issuer shall clearly identify each such other 
document so incorporated by reference. 
 
 (c) The Financial Statements of the Issuer, if any, may be submitted separately from 
the balance of the Annual Report. 
 
 Section 2.4  Responsibilities and Duties of the Issuer or the Dissemination Agent. 
 
 (a) If the Issuer or the Dissemination Agent (if one has been appointed or engaged by 
the Issuer) has determined it necessary to report the occurrence of a Disclosure Event, the Issuer 
or Dissemination Agent (if one has been appointed or engaged by the Issuer) shall file a notice of 
such occurrence in the Prescribed Form and in accordance with EMMA with the MSRB (the 
"Disclosure Event Notice") in the form provided by the Issuer. 
 
 (b) The Issuer and/or the Dissemination Agent (if one has been appointed or engaged 
by the Issuer) shall file a written report with the Issuer certifying that the Annual Report has been 
provided in accordance with EMMA to the MSRB. 
 
 Section 2.5 Responsibilities, Duties, Immunities and Liabilities of the Dissemination 
Agent. 
 
 (a) The Issuer may, from time to time, appoint or engage a Dissemination Agent to 
assist it in carrying out its obligations under this Certificate, and may discharge any such 
Dissemination Agent, with or without appointing a successor Dissemination Agent.  If at any 
time there is not any other designated Dissemination Agent, the Issuer shall be the Dissemination 
Agent. 
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 (b) The Dissemination Agent shall have only such duties as are specifically set forth 
in this Certificate, and the Issuer agrees, to the extent permitted by law, to indemnify and save 
the Dissemination Agent, its officers, directors, employees and agents harmless against any loss, 
expense and liability which it may incur arising out of or in the exercise or performance of its 
powers and duties hereunder, including the costs and expenses (including attorneys fees) of 
defending against any claim of liability, but excluding liabilities due to the Dissemination 
Agent's negligence or willful misconduct.  The obligations of the Issuer under this subsection 
shall survive resignation or removal of the Dissemination Agent and payment of the Bonds. 
 
 (c) The Dissemination Agent, or any successor thereto, may at any time resign and be 
discharged of its duties and obligations hereunder by giving not less than thirty (30) days written 
notice to the Issuer.  Such resignation shall take effect on the date specified in such notice. 
 
 ARTICLE III 
 
 REMEDIES 
 
 Section 3.1 Remedies.   
 
 (a) Any Bondholder, for the equal benefit and protection of all Bondholders similarly 
situated, may take whatever action at law or in equity against the Issuer and any of the officers, 
agents and employees of the Issuer which is necessary or desirable to enforce the specific 
performance and observance of any obligation, agreement or covenant of the Issuer under this 
Certificate and may compel the Issuer or any such officers, agents or employees, except for the 
Dissemination Agent, to perform and carry out their duties under this Certificate; provided, that 
no person or entity shall be entitled to recover monetary damages hereunder under any 
circumstances. 
 
 (b) In case any Bondholder shall have proceeded to enforce its rights under this 
Certificate and such proceedings shall have been discontinued or abandoned for any reason or 
shall have been determined adversely to any Bondholder, then and in every such case the Issuer 
and any Bondholder shall be restored respectively to their several positions and rights hereunder, 
and all rights, remedies and powers of the Issuer and any Bondholder shall continue as though no 
such proceeding had been taken. 
 
 (c) A default under this Certificate shall not be deemed a default under the Bonds, 
and the sole remedy under this Certificate in the event of any failure or refusal by the Issuer to 
comply with this Certificate shall be as set forth in subsection 3.1(a) of this Certificate.  
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ARTICLE IV 
 
 MISCELLANEOUS 
 
 Section 4.1 Purposes of the Continuing Disclosure Certificate.  This Certificate is 
being executed and delivered by the Issuer for the benefit of the Bondholders and in order to 
assist the Participating Underwriter in complying with clause (b)(5) of Rule 15c2-12. 
 
 Section 4.2 Additional Information.  Nothing in this Certificate shall be deemed to 
prevent the Issuer from (a) disseminating any other information, using the means of 
dissemination set forth in this Certificate or any other means of communication, or (b) including 
any other information in any Annual Report or any Disclosure Event Notice, in addition to that 
which is required by this Certificate.  If the Issuer chooses to include any information in any 
Annual Report or any Disclosure Event Notice in addition to that which is specifically required 
by this Certificate, the Issuer shall have no obligation under this Certificate to update such 
information or include it in any future Annual Report or any future Disclosure Event Notice. 
 
 Section 4.3 Notices.  All notices required to be given or authorized shall be in writing 
and shall be sent by registered or certified mail to the Issuer, Board of Education of the Borough 
of Mountain Lakes, 400 Boulevard, Mountain Lakes, NJ 07046-1520, Attention: Board 
Secretary. 
 
 Section 4.4 Severability.  If any provision of this Certificate shall be held or deemed to 
be or shall, in fact, be illegal, inoperative or unenforceable, the same shall not affect any other 
provision or provisions herein contained or render the same invalid, inoperative or unenforceable 
to any extent whatever. 
 
 Section 4.5 Amendments, Changes and Modifications.  (a) Without the consent of any 
Bondholders, the Issuer at any time and from time to time may enter into any amendments or 
modifications to this Certificate for any of the following purposes: 
 
  (i) to add to covenants and agreements of the Issuer hereunder for the benefit 

of the Bondholders, or to surrender any right or power conferred upon the Issuer by this 
Certificate; 

 
  (ii) to modify the contents, presentation and format of the Annual Report from 

time to time to conform to changes in accounting or disclosure principles or practices and 
legal requirements followed by or applicable to the Issuer or to reflect changes in the 
identity, nature or status of the Issuer or in the business, structure or operations of the 
Issuer or any mergers, consolidations, acquisitions or dispositions made by or affecting 
the Issuer; provided that any such modification shall comply with the requirements of 
Rule 15c2-12 as then in effect at the time of such modification; or  

 
  (iii) to cure any ambiguity, to correct or supplement any provision hereof 

which may be inconsistent with any other provision hereof, or to include any other 
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provisions with respect to matters or questions arising under this Certificate which, in 
each case, comply with Rule 15c2-12 as then in effect at the time of such modification; 

 
provided, that prior to approving any such amendment or modification, counsel nationally 
recognized as expert in federal securities law acceptable to the Issuer determines that such 
amendment or modification does not adversely affect the interests of the Holders of the Bonds in 
any material respect. 
 
 (b) Upon entering into any amendment or modification required or permitted by this 
Certificate, the Issuer shall deliver, or cause the Dissemination Agent to deliver, in Prescribed 
Form in accordance with EMMA to the MSRB written notice of any such amendment or 
modification. 
 
 (c) The Issuer shall be entitled to rely exclusively upon an opinion of counsel 
nationally recognized as expert in federal securities law acceptable to the Issuer to the effect that 
such amendments or modifications comply with the conditions and provisions of this Section 4.5 
and Rule 15c2-12. 
 
 Section 4.6 Amendments Required by Rule 15c2-12.  The Issuer recognizes that the 
provisions of this Certificate are intended to enable the Participating Underwriter to comply with 
Rule 15c2-12.  If, as a result of a change in Rule 15c2-12 or in the interpretation thereof, a 
change in this Certificate shall be permitted or necessary to assure continued compliance with 
Rule 15c2-12 and upon delivery by the Participating Underwriter of an opinion of counsel 
nationally recognized as expert in federal securities law acceptable to the Issuer to the effect that 
such amendments shall be permitted or necessary to assure continued compliance with Rule 
15c2-12 as so amended or interpreted, then the Issuer shall amend this Certificate to comply with 
and be bound by any such amendment to this Certificate to the extent necessary or desirable to 
assure compliance with the provisions of Rule 15c2-12 and provide the written notice of such 
amendment as required by subsection 4.5(b) hereof. 
 
 Section 4.7 Governing Law.  This Certificate shall be governed exclusively by and 
construed in accordance with the applicable laws of the State of New Jersey and the applicable 
federal laws of the United States of America. 
 
 Section 4.8 Termination of Issuer's Continuing Disclosure Obligations.  The 
continuing obligation of the Issuer under Section 2.1 hereof to provide the Annual Report and 
any Disclosure Event Notice and to comply with the other requirements of said Section shall 
terminate if and when either (a) the Bonds are no longer Outstanding or (b) the Issuer no longer 
remains an "obligated person" (as defined in Rule 15c2-12(f)(10)) with respect to the Bonds.  
This Certificate shall be in full force and effect from the date hereof and shall continue in effect 
so long as any Bonds are Outstanding. 
 
 Section 4.9 Binding Effect.  This Certificate shall inure to the benefit of and shall be 
binding upon the Issuer and its successors and assigns. 
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 IN WITNESS WHEREOF, THE BOARD OF EDUCATION OF THE BOROUGH OF 
MOUNTAIN LAKES, IN THE COUNTY OF MORRIS has caused this Certificate to be 
executed in its name and its corporate seal to be hereunto affixed and attested by their duly 
authorized officers, all as of the date first above written. 
 
[SEAL]  
  
ATTEST:     THE BOARD OF EDUCATION OF THE 

BOROUGH OF MOUNTAIN LAKES, IN THE 
COUNTY OF MORRIS 

 
 
___________________________  By:______________________________ 
Board Secretary             Board President 
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