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Members of the Board of Education
and Citizens of Montgomery County, Maryland:

Maryland state law requires that local education agencies publish at the close of each year a
complete set of financial statements presented in conformity with generally accepted accounting
principles (U.S. GAAP) and audited in accordance with generally accepted auditing standards by
a firm of licensed certified public accountants. In compliance with that requirement, we hereby
submit the Comprehensive Annual Financial Report (CAFR) of Montgomery County Public
Schools (MCPS) for the fiscal year ended June 30, 2015.

This report has been prepared pursuant to Education Article Section 5-109 of the Annotated Code
of Maryland. The report consists of management’s representations concerning the finances of
MCPS. Management assumes full responsibility for the completeness and reliability of all the
information presented in this report. Management has established a comprehensive internal
control framework. Internal accounting controls are designed to provide reasonable assurance
that assets are safeguarded and accounted for properly, and to ensure the reliability of accounting
information for preparing financial statements in conformity with U.S. GAAP. The concept of
reasonable assurance recognizes that the cost of a control should not exceed the benefits likely to
be derived, and the valuation of costs and benefits requires estimates and judgments by
management. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

MCPS financial statements have been audited by CliftonLarsonAllen LLP, an independent tirm
of licensed certified public accountants. The independent auditor’s report is located at the front of
the financial section of this report. Management’s Discussion and Analysis (MD&A) immediately
follows the independent auditor’s report and provides a narrative introduction, overview, and
analysis of the basic financial statements. MD&A complements this letter of transmittal and
should be read in conjunction with it.

MCPS also is required to undergo a federally mandated “Single Audit” designed to meet the
special needs of federal grantor agencies. In addition to reporting on the fair presentation of the
financial statements, the single audit places special emphasis on internal controls and legal
requirements involved in the administration of federal awards. These reports are available in
MCPS’ separately issued Single Audit Report.

850 Hungerford Drive ¢ Rockville, Maryland 20850
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MCPS Profile

The Montgomery County Board of Education is the elected body, corporate and politic,
established under Maryland state law to provide public education in kindergarten through 12"
grade to children residing within the borders of Montgomery County, Maryland. The Board of
Education comprises five district members, two at-large members, and one student member
elected for a one-year term. The Board determines educational policy and employs a
superintendent of schools to administer the school system. Primary funding is provided by
Montgomery County from its general revenues. Funds also are received from state and federal
sources for general school aid and specific purpose grants.

The MCPS Operating Budget is approved by the Montgomery County Council. The Board of
Education has no power to levy and collect taxes or increase the budget. Because of the
relationship with Montgomery County, MCPS is considered a component unit of the county
government, as defined by U.S. GAAP for governmental entities.

The general purpose financial statements and supplementary data in this report include all funds
administered by MCPS in conjunction with its mission of providing elementary and
secondary public education. The reporting entity also includes a component unit of MCPS, the
MCPS Educational Foundation, Inc. The MCPS Educational Foundation, Inc. is legally
separate from MCPS but included in the MCPS reporting entity because of the significance of its

financial relationship with MCPS, and because MCPS is considered financially accountable for
the Foundation.

Relevant Financial Policies

MCPS financial policies, endorsed by Board of Education policies and regulations, remain
unchanged: organize and optimize resources for improved academic results; deliver high
academic results at a low student cost; evaluate the use of resources for applicability to goals of
the Board of Education’s strategic planning framework; provide financial accountability and

transparency to the citizens of Montgomery County; obtain a fair share of state aid; and carefully
manage indebtedness and debt service.

MCPS uses zero-based budgeting as a tool to manage its exposure to rising costs and to assure
spending is efficient. Innovative approaches to continuous improvement are employed to
streamline processes and eliminate waste and to measure process performance in meeting the
goals of the Board of Education’s strategic planning framework.

Factors Affecting Financial Condition

Local economy—According to the Bureau of Labor Statistics, U.S. Department of Labor, as
reported by the county’s Office of Finance in July 2015, average monthly payroll employment
(labor force series and not seasonally adjusted) in Montgomery County increased by 1.7 percent in
the second quarter of Calendar Year (CY) 2015 compared to the second quarter of CY 2014.
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Furthermore, the county reports that on a fiscal year basis, payroll employment was 479,516, an
increase of 1.1 percent in Fiscal Year (FY) 2015. The county’s resident employment for the second
quarter of CY 2015 increased by slightly over 7,000 from the second quarter of CY 2014, an
increase of 1.4 percent. On a fiscal year basis, resident employment stood at 519,416 in FY 2015
compared to 516,083 during the previous fiscal year, an increase of 0.7 percent.

In addition, the county’s average monthly unemployment rate during the second quarter of
CY 2015 declined to 4.1 percent compared to 4.4 percent in the second quarter of CY 2014. The
average monthly unemployment rate also declined from 4.6 percent in FY 2014 to 4.2 percent in
FY 2015. Throughout the entire FY 2015, the county’s unemployment rate remained one of the
lowest in the state of Maryland.

Residential construction continued to show a decline during the second quarter of CY 2015
compared to the second quarter of CY 2014, a decrease of 11.0 percent. The decrease was
attributed by the county to a decline in multifamily units, a decrease of 20.1 percent. However,
construction of single-family homes increased by 4.5 percent in the second quarter of CY 2015
compared to the second quarter of CY 2014. Residential construction starts in the county added a
total value of $233.8 million during the second quarter of CY 2015, but was a decrease of $46
million, 16.5 percent, compared to the second quarter of the last calendar year. However, on a
fiscal year basis, the number of new residential construction starts increased by 5.7 percent in
FY 2015 and added $930.0 million, which was the highest amount in the last ten years. In
FY 2015, the number of nonresidential projects increased by 18.7 percent but the total value added
declined from $619.1 million to $566.2 million, a $52.9 million decrease, from FY 2014 to
FY 2015. This was an 8.5 percent decrease compared to the previous fiscal year.

Existing home sales increased by 12.1 percent in the second quarter of CY 2015 compared to the
same period in CY 2014. In fact, consecutive increases during the past three quarters suggest a
rebound in the county’s real estate market and are attributed to low mortgage rates and a positive
outlook in employment. Median sale prices for existing homes decreased 0.5 percent during the
second quarter of CY 2015 compared to the same time period in CY 2014. Home sales on a fiscal
year basis increased by 3.1 percent in FY 2015.

Retail sales in Montgomery County increased by 4.8 percent during FY 2015. Purchases of

nondurable goods increased by 4.5 percent during this period while durable good sales increased
5.4 percent.

Overall, the major economic indicators for Montgomery County confirm that the economy
experienced mixed economic performance in the second quarter of CY 2015 compared to the same
period in CY 2014. However, on a fiscal year basis, the economy experienced growth from
July 2014 to June 2015 particularly in employment and the real estate market.
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Long-term financial planning—Montgomery County’s Department of Finance expects the
county to experience modest growth during the next six years. The department estimates that
payroll employment will continue to increase from CY 2014 to CY 2021 and grow at an average
annual rate of 1.0 percent over that period. Also, the department estimates that resident
employment will recover from the decrease in CY 2014 and increase at an average annual rate of
1.1 percent from CY 2014 to CY 2021.

Personal income in Montgomery County is estimated to grow at an average annual rate of 3.8
percent from CY 2013 (the latest date for which data are available) to CY 2021. By CY 2021, total
personal income will reach $99.9 billion, and wage and salary income will grow at an average
annual rate of 3.9 percent from CY 2013 to CY 2021. The department estimates that the overall
regional inflation index will steadily increase from an estimated 1.64 percent in CY 2014 to 3.3
percent by CY 2021.

Negotiated agreements—During FY 2014, the Board of Education reached agreement on
comprehensive three-year agreements with all three employee associations. All groups are covered
under separate agreements covering July 1, 2014, through June 30, 2017. The bargaining units are
the Montgomery County Education Association (MCEA), representing certificated non-
administrative employees; Service Employees International Union (SEIU) Local 500, representing
supporting services employees; and the Montgomery County Association of Administrators and
Principals (MCAAP/MCBOA), representing certificated and non-certificated administrators and

non-certificated supervisory employees in separate units. The two MCAAP units are covered in a
single contract covering both units.

The FY 2016 Operating Budget includes funds for all increases that take effect on
October 17, 2015. The agreements provided a general wage adjustment of 1.5 percent on
November 29, 2014. In addition, agreement was reached to provide a 2 percent general wage
adjustment on October 17, 2015, instead of October 3, 2015, as originally negotiated due to
budgetary constraints. Finally, a 2 percent general wage adjustment will be provided on
September 3, 2016. In addition, employees who are eligible will receive step increases for each
year of the contract. There will be an additional step added on March 4, 2017, for eligible
employees who missed a step increase during FY 2012. By the end of the three-year contract, all
delayed steps will have been implemented and all employees will be back on a schedule of regular
salary review and increase. The agreements also call for employees to pay a greater share of their
health insurance premiums. Over the next two years, the amount each employee pays will increase
by 7 percent. Beginning on January 1, 2016, employees will be able to lower their benefit costs if
they participate in a voluntary health risk assessment and/or submit the results of a routine blood

test. The contract calls for employees who smoke to pay 3 percent more for their health benefits
begirming in CY 2016.

Enrollment—MCPS enrollment has increased by 36,401 students in the last 20 years.
Enroliment increases over this period are a product of a strong regional economy and housing
matket. Increases in resident births, as well as migration to the county, resulted in over a 1,800
annual increase in enrollment since 1995. More recently, large increases in enrollment occurred
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as a byproduct of the Great Recession. The severe economic downturn resulted in more students
enrolling in public school from private schools, the doubling up of housing in some areas of the
county, and reduced migration out of the county due to more severe economic conditions
elsewhere. Between 2007 and 2015, MCPS enrollment increased by 18,947 students in an eight
year period. Enrollment on September 30, 2015, is projected to be 156,692, an increase of 2,840
students from the previous year. Total MCPS enroliment is projected to continue to grow, with
nearly 10,000 more students projected to enroll by 2020.

In regard to school capacity, MCPS is still trying to catch up with enrollment increases that have
occurred in the past while facing additional enrollment increases in the future. Additional space
needs are the result of increases in county births, migration into MCPS from a number of places,
and more students coming to MCPS from private schools. This year, MCPS is addressing
overutilization at schools with 378 relocatable classrooms, 330 of which are at elementary
schools where space issues are most pronounced. To relieve overutilization of schools, MCPS
will build two new elementary schools and two new middle schools in the next six years. MCPS
also has a program for the revitalization and expansion of older schools. Over the next six years,
ten elementary schools, two middle schools, three high schools, and one special education
learning center will be revitalized and expanded. MCPS also adds capacity to schools through
classroom additions. In the next six years, a total of 301 classrooms will be added at schools
through classroom additions and expansion of schools undergoing revitalization. Even with all of
these capital projects MCPS will continue to face space shortages in many of our schools.

Accomplishments and Awards

Graduation rates—MCPS has one of the highest graduation rates among the nation’s largest
school districts, according to an Education Week report. The Schott Foundation reports that
MCPS has the highest graduation rate in the nation for African-American males among the
nation’s largest districts.

Top high schools—Six MCPS high schools rank in the top 200 of The Washington Post 2015
High School Challenge and all 25 MCPS high schools appear on this list, which only includes
the top 11 percent of high schools in the country.

Academic progress—Students at all levels are demonstrating improved academic achievement. A
historic high of 33,662 Advanced Placement (AP) exams were taken by MCPS students in 2014,
Students earned a college-ready score (3 or higher) on 73.9 percent of those exams. In 2014, the
percentage of AP exams taken by MCPS’ African-American students (49.8 percent) that earned
college-ready scores of 3 or higher is significantly higher than the percentages of 32.9 percent in
Maryland and 28.9 percent in the nation. In 2014, the percentage of AP exams taken by Hispanic
students that earned college-ready scores of 3 or higher (57.7 percent) was greater than the
percentage of exams for Hispanic students in Maryland (52.9 percent) and the nation (41.8
percent).
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Return on Investment—More than $335 million in scholarships were awarded to students in
the Class of 2015.

Financial reporting awards—The Government Finance Officers Association of the United
States and Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial
Reporting to MCPS for its CAFR for the fiscal year ended June 30, 2014, for the 11%
consecutive year. In order to be awarded a Certificate of Achievement, a government must
publish an easily readable and efficiently organized comprehensive annual financial report. This
report must satisfy both generally accepted accounting principles and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. We believe
that our current comprehensive annual financial report continues to meet the Certificate of
Achievement Program’s requirements, and we are submitting it to the GFOA to determine its
eligibility for another certificate. For 34 consecutive years, MCPS has received the Association of
School Business Officials (ASBO) Certificate of Excellence in Financial Reporting. This
award, valid for one year, is granted only after an intensive review of the CAFR by an expert
panel of certified public accountants and practicing school business officials. MCPS plans to
submit the 2015 CAFR to ASBO and believes the report continues to meet ASBO certificate
program requirements.
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INDEPENDENT AUDITORS' REPORT

Board of Education
of Montgomery County Public Schools
Rockville, Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of Montgomery
County Public Schools (MCPS) a component unit of Montgomery County, Maryland, as of and for the year ended June 30,
2015, and the related notes to the financial statements, which collectively comprise MCPS's basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to MCPS’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of MCPS’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 component unit governmental activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of MCPS as of June 30, 2015, and the respective
changes in financial position and, where applicable, cash flows thereof and the respective budgetary comparison for the
general fund for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Matter

Change in Accounting Principle

During the fiscal year ended June 30, 2015, MCPS adopted GASB Statement No. 68, Accounting and Financial Reporting for
Pensions and the related GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the

[]
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Measurement Date — an amendment of GASB Statement No. 68. As a result of the implementation of these standards,
MCPS reported a restatement for change in accounting principle (See Note 15). Our auditor’s opinion was not modified
with respect to the restatement.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management discussion and
analysis on pages 14 through 27 and the schedule of changes in the employer’s net pension liability and related ratios, the
schedule of the employer’s net pension liability, schedule of contributions and schedule of contributions for the MCPS
Employees’ Retirement and Pension System, the schedule of MCPS's proportionate share of the net pension liability, and
the schedules of funding progress and employer and other contributing entities contributions for the OPEB Plan Trust on
pages 73-79 be presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
MCPS’s basic financial statements. The supplementary data as listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The supplementary data, as listed in the table of contents are the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the supplementary data is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 29, 2015, on our
consideration of MCPS's internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the result of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering MCPS's internal control over financial
reporting and compliance.

CliftonLarsonAllen LLP

Baltimore, Maryland
September 29, 2015
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Montgomery County Public Schools
Management’s Discussion and Analysis

This section of the Montgomery County Public Schools (MCPS) Comprehensive Annual
Financial Report presents a narrative overview and analysis of the financial activities of MCPS
for the fiscal year ended June 30, 2015. Readers are encouraged to consider the information
presented here in conjunction with additional information presented in the transmittal letter,
which can be found on pages 1- 6 of this report.

Financial Highlights

e The assets of MCPS exceeded its liabilities at June 30, 2015, by $1,581.4 million,
which represents its net position.

e MCPS’ net position increased during the year by $50.7 million.
76 percent of capital asset additions were directed toward instructional facilities.

e MCPS successfully generated $35.9 million in FY 2015 budgetary savings to be used
to fund future operating budgets.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the MCPS financial
statements. MCPS’ basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This
report also contains other supplementary information in addition to the basic financial
statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of MCPS’ finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of MCPS’ assets, liabilities, and
deferred inflows/outflows of resources, if applicable, with the difference between the two
reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of MCPS is improving or deteriorating.

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

Both of the government-wide financial statements distinguish functions of MCPS that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of MCPS include most
of the district’s basic services, such as regular and special education, transportation, and
administration. The business-type activities of MCPS include food services and real estate
management operations, field trip services, and entrepreneurial activities.

14



The government-wide financial statements include not only MCPS itself (known as the primary
government), but also the MCPS Educational Foundation, Inc. for which MCPS is financially
accountable. Financial information for the component unit is reported separately from the
financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 29-31 of this report.

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

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

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

MCPS maintains three individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund and the capital projects fund—
both of which are considered to be major funds—and the special revenue fund.

MCPS adopts annual appropriated budgets for its governmental funds. Budgetary comparison
statements have been provided for the governmental funds to demonstrate compliance with these

budgets.
The basic governmental fund financial statements can be found on pages 32—36 of this report.

Proprietary funds. MCPS maintains two different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-
wide financial statements. MCPS uses enterprise funds to account for its food services, real
estate management, field trip, and entrepreneurial activities. Internal service funds are an
accounting device used to accumulate and allocate costs internally among MCPS’ various
functions. MCPS uses an internal service fund to account for its active employees’ health benefit
plan costs. Because this plan predominantly benefits governmental rather than business-type
functions, it has been included within governmental activities.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
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information for the food services operation which is considered to be a major fund of MCPS.
Data for the other three proprietary funds are combined into a single, aggregated presentation in
the proprietary fund financial statements. Individual fund data for each of these nonmajor
proprietary funds is provided in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 37-39 of this report.

Fiduciary funds. MCPS is the trustee, or fiduciary, for assets that belong to others, which
includes the MCPS Retirement and Pension Plan, the OPEB Plan Trust, and the student activities
funds. MCPS is responsible for ensuring that the assets reported in these funds are used only for
their intended purposes and by those to whom the assets belong. MCPS excludes these activities
from the government-wide financial statements because it cannot use these assets to finance its
operations.

The basic fiduciary fund financial statements can be found on pages 40—41 of this report.

Notes to the financial statements. The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 43—70 of this report.

Other information. The combining statements referred to earlier in connection with nonmajor
proprietary funds are presented immediately following the notes to the financial statements.
Combining and individual fund statements and schedules can be found on pages 84-94 of this
report.

Montgomery County Public Schools Net Position
(Amounts expressed in millions)

Governmental Business-Type
Activities Activities Total
2015 2014 2015 2014 2015 2014
Current and other assets $ 1599 $ 1958 $ 73 $ 59 $ 167.2 $ 201.7
Capital assets 2,577.9 2,497.0 5.2 5.0 2,583.1 2,502.0
Deferred outflows of resources 84.2 81.1 84.2 81.1
Total assets and 2,822.0 2,773.9 12.5 10.9 28345 2,784.8
deferred outflows resources
Long-term liabilities outstanding 063.8 1,074.9 10.4 10.0 974.2 1,084.9
Other liabilities 157.2 165.4 4.2 3.8 161.4 169.2
Deferred inflows of resources 117.5 117.5
Total liabilities and 1,238.5 1240.3 14.6 13.8 1,253.1 1,254.1
deferred inflows resources
Net Position:
Net investment in capital assets 25454 2,467.6 52 4.9 2,5506 2,472.5
Unrestricted (961.9) (934.0) (7.3) (7.8) (969.2) (941.8)
Total net position $ 1,583.5 $ 15336 § (2.1) $ (29 s 15814 $ 1,530.7
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Government-wide Financial Analysis

Net position may serve as a useful indicator of a government’s financial position. MCPS’ net
position, the amount by which assets exceed liabilities, increased $50.7 million to
$1,581.4 million. The increase came from governmental activities, which increased by $49.9
million to $1,583.5 million. The largest portion of net position reflects MCPS’ investment in
capital assets (e.g., land, school buildings, buses, and equipment), less any related outstanding
debt used by MCPS to acquire those assets. Net investment in capital assets for governmental
activities increased $77.8 million to $2,545.4 million. These assets are used by MCPS in its
instructional programs; consequently, these assets are not available for future spending.

Montgomery County and the State of Maryland fund MCPS school construction projects through
the issuance of general obligation bonds. These bonds are not reflected in MCPS’ investment in
capital assets, as the resources needed to repay these bonds must be provided by Montgomery
County and the State of Maryland.

The unrestricted net deficit increased $27.4 million to a $969.2 million deficit at
June 30, 2015, The increase in unrestricted net deficit is primarily attributed to the increase in
the net OPEB obligation of $21 million. The net OPEB obligation increased from $499.8
million to $520.8 million as a result of MCPS transitioning to full funding of the annual required
contribution for postemployment health benefits. The compensated absences increased $13.1
million. The Internal Service fund balance decreased $20.5 million. Lease activities increased
$11.5 million and $38 million saved in net position from FY 2015 operation.

The deficit in unrestricted net position arises from the district’s funding policies for its
noncurrent liabilities, especially for compensated absences and other postemployment benefits.
The fiscal condition of MCPS remains strong, as intergovernmental revenues continue to grow
sufficiently to meets its fiscal obligations and to fund its current operations.

Also, MCPS implemented GASB Statement 68 this year. With the new reporting change, MCPS
recorded MCPS Employees’ Retirement and Pension System’s net pension liability, deferred
outflows of resources, deferred inflows of resources, and pension expense. Since MCPS
employees are also covered by the Maryland State Retirement and Pension System (the System),
MCPS is allocated its proportionate share of State Employees’ Retirement and Pension system’s
net pension asset, deferred outflows of resources, deferred inflows of resources, and pension
expense. Decisions regarding the allocations are made by the administrators of the pension plan,
not by MCPS. A restatement to record the effects of the new reporting guidance decreased
beginning net position by $359,296,844.
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Revenues by Source - Governmental Activities

Federal povernment Other sources
3% 0.29

State of Marvland \

Montgomery County
65.8%

Governmental activities. Governmental activities unrestricted net deficit increased $27.9
million to a deficit of $961.9 million at June 30, 2015. The increase in unrestricted net deficit
arose primarily from an increase of $20.7 million in the net OPEB obligation, $12.9 million in
compensated absences, $11.3 million in lease activities, and $20.5 million in the Internal Service
fund balance. $36 million saved in net position from 2015 operations.

Total revenues for MCPS’ governmental activities increased $41.6 million (1.6 percent).
Intergovernmental revenues increased $22.9 million (0.9 percent), and operating grants revenues
increased $0.9 million (1.1 percent). Intergovernmental revenues from Montgomery County
decreased $0.8 million (0.04 percent). An increase of $30.4 million in general operating revenue
was offset by a decrease of $31.2 million in capital projects revenue in 2015. Intergovernmental
revenue from the State of Maryland increased $18.3 million (2.3 percent), related to an increase
of $12.0 million in unrestricted Bridge to Excellence formula-driven grants, an increase of $7.9
million in the state’s pension contribution made on behalf of MCPS employees. offset by a
decrease of $1.3 million in construction funds. Federal intergovernmental revenue increased
$1.4 million, largely due to an increase of $5.4 million in Medicare Part D subsidies.
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Montgomery County Public Schools Changes in Net Position
(Amounts expressed in millions)

Governmental Business-Type
Activities Activities Total
2015 2014 2015 2014 2015 2014
Revenues:
Pfogram revenues:
Charges for services $ 38 § 38 $ 238 § 231 % 276 % 26.9
Operating grants and contributions 80.1 79.2 38.7 36.0 118.8 115.2
Capital grants and contributions 78.4 59.7 0.4 2.0 78.8 61.7
General revenues:
Intergovernmental 2,490.1 2,467.2 2,490.1 2,467.2
Other 0.5 1.4 0.5 1.4
Total revenues 2,652.9 2,611.3 62.9 61.1 2,715.8 2,672.4
Expenses:
Regular instruction 1,507.2 1,510.1 1,507.2 1,510.1
Special education 433.3 436.2 433.3 436.2
School administration 203.5 210.2 203.5 210.2
Student personnel services 16.6 16.5 16.6 16.5
Health services
Student transportation 135.0 136.4 135.0 136.4
Operation of plant 169.6 159.0 169.6 159.0
Maintenance of plant 69.5 76.5 69.5 76.5
Administration 64.3 99.6 64.3 59.6
Community services 3.2 31 3.2 31
Interest on capital leases 0.8 0.7 0.8 0.7
Food services 543 53.0 54.3 53.0
Real estate management 34 28 34 28
Field trips 1.9 1.8 1.9 18
Entrepreneurial activities 2.5 24 25 2.4
Total expenses 2,603.0 2,608.3 62.1 60.0 2,665.1 2,668.3
Increase (decrease) in net position 499 3.0 0.8 14 50.7 4.1
Net position, July 1 1,892.9 1,889.9 (2.9 (4.0) 1,890.0 1,885.9
Net position, beginning, restated 1,533.6 1,889.9 (2.9) (4.0) 1,530.7 1,885.9
Net position, June 30 $ 15835 $ 18929 §$ (21) $ (2.9) 15814 $ 1,890.0

Total expenses for MCPS governmental activities decreased $5.3 million (0.2 percent) to
$2.603.0 million. In 2015, instructional programs expenses accounted for 83 percent, (83
percent in 2014), and support services accounted for 17 percent (17 percent in 2014) of total
governmental activities expenses.



































































































































































































































































































































