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INDEPENDENT AUDITOR’S REPORT
Board of School Directors
East Pennsboro Area School District
Enola, Pennsylvania

Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major
fund, and the fiduciary funds of East Pennsboro Area School District as of and for the year ended June 30, 2017, and the related
notes to the financial statements, which collectively comprise the District’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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Board of School Directors
East Pennsboro Area School District

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 fiduciary funds
of East Pennsboro Area School District, as of June 30, 2017, and the respective changes in financial position, and,
where applicable, cash flows thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages MDA-1 through MDA-9 and the other required supplementary information on pages ORSI-1
through ORSI-4 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 Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated January 31, 2018, on our
consideration of East Pennsboro Area School District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering East Pennsboro Area School District’s internal control over financial reporting and compliance.

January 31, 2018
Mechanicsburg, Pennsylvania
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EAST PENNSBORO AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2017

Our discussion and analysis compares our financial position at June 30 of 2017 to our financial position at
June 30 of 2016. It also provides an overview of our financial performance for the two years between these
periods, fiscal years ended June 30, 2017 and 2016, in accordance with governmental reporting requirements.
Please read our discussion and analysis in conjunction with the District’s financial statements, which begin
on page FS-1.
FINANCIAL HIGHLIGHTS
•

Our financial position remained viable at the end of 2017. We have maintained sufficient fund
balances, and established a budget that should result in a stable financial position through 2018-2019.

•

The District began the 2016 -2017 school year with a major water line repair and air quality issues that
needed addressed. These two repairs significantly depleted the Capital Reserve Account until the 2017
bank loan was issued that reimbursed the District for the expenses.

•

For 2017, we paid down $3.2 million of our General Obligation Debt. A new 2017 bank loan in the
amount of $5 million was issued in June. The purpose of this loan was to reimburse the capital reserve
fund of $1 million from the water and air quality repairs completed and for the future renovations to
the Middle School Natatorium. We again expect to have adequate financial resources to meet all of
our debt service obligations. The District began a feasibility study in June 2016. The borrowing and
capital needs of the District continue to be evaluated.

•

The District has provided operating revenues within the constraints of ACT 1 of 2006. Since the
implementation of ACT 1, the District has significantly reduced and eliminated critical areas of the
budget. These reductions and eliminations did not immediately directly impact educational services;
however, with the impact of economic conditions on local revenue and reductions in state and federal
revenue, educational program cuts have occurred in previous budget years. Without change to the
PSERS funding structure or increases in federal and state revenue, educational program cuts will
continue to be a consideration during annual budget preparation. The District makes every effort to
avoid educational program cuts.

•

The District provides medical coverage through the South Central Trust (SCT). Expenses were more
than anticipated in the current year. The District has created a committed fund balance for
unanticipated future medical expenses.
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EAST PENNSBORO AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d.)
JUNE 30, 2017

USING THESE FINANCIAL STATEMENTS
This report consists of a series of financial statements. The Statement of Net Position and the Statement of
Activities (on pages FS-1 and FS-2) provide information about the activities of the District as a whole, and
present a longer-term view of the District’s finances than Fund statements. Fund financial statements are on
pages FS-3, FS-5 and FS-7 through FS-11. For governmental activities, these statements tell how District
services have been financed in the short run, as well as show the amount remaining for future spending.
Proprietary fund statements provide information about non-governmental operations, in this case food
services. Fiduciary funds statements report funds held in trust by the District for such things as scholarship
grants and student activity funds.
The Reconciliation of the Governmental Funds Balance Sheet on page FS-4 connects total governmental fund
balance to the total net position balance - governmental activities from the Statement of Net Position. The
reconciliation on page FS-6 does the same for the components of the changes in fund balances to changes in
net position - governmental activities.
Reporting the District as a Whole
The statements present financial activities and the results of those activities in two categories, Governmental
and Business-type. Capital assets (land, buildings, improvements, furniture and equipment) are presented with
all other assets. Long-term debt is presented with all other liabilities. This is distinctly different from the fund
statements in which assets and liabilities are separated into various funds such as General and Capital Projects.
The approach to measurement of revenue and expense is similar to that used in the private sector and is
referred to as following the accrual basis of accounting. This is discussed further in the notes to the financial
statements.
Reporting the District’s Most Significant Funds
The funds statements provide financial information about the District’s significant funds rather than the
District as a whole. There are three fund types, Governmental, Proprietary and Fiduciary. The use of each
type of fund is described in the notes to the financial statements. Unlike the entity-wide financial statements
that measure revenues on the accrual basis, the Governmental and Fiduciary funds statements report revenues
only to the extent cash has been received, or is expected to be received in the near future.
The District as Trustee
The District acts as fiduciary for the Students Activities and Agency Funds. In comparison to the
Governmental Funds, the amount held in the fiduciary funds is small. Fiduciary fund net position is presented
on page FS-10 and the changes in net position on page FS-11.
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THE DISTRICT AS A WHOLE
Effective July 1, 2014, the District is required to report the net pension liability, pension expense, and deferred
outflows and inflows of resources related to pensions. This Governmental Accounting Standards Board
(GASB) Statement 68 requirement has significantly and negatively affected the Net Position on the District’s
financial statements.
Table A-1 summarizes and compares the Statement of Net Positions from page FS-1 of the financial
statements. We have brought forward the 2016 balances from our 2016 MD&A. These balances are otherwise
not a part of the 2017 financial statement package. Within this and certain other schedules in our discussion,
we have presented the dollar figures in thousands, unless otherwise indicated, to make them easier to read.
This has resulted in rounding differences, and some columns may not add within a schedule.

Table A-1
Statement of Net Position

Current and other assets
Capital assets
Deferred outflows of resources
Total assets and deferred outflows
Current and other liabilities
Long-term liabilities
Deferred inflows of resources
Total liabilities and deferred inflows
Capital assets (net of related debt)
Restricted for capital projects
Unrestricted
Total net position (deficit)

Governmental Activities
2017
2016

Business-type Activities
2017
2016

$

16,800
29,199
3,876
49,875

$ 396,452
30,784
427,236

4,759
64,532
1,503
70,794

4,318
58,664
1,819
64,801

55
55

54
54

21,193
(35,169)

19,146
(34,071)

31
342

43
332

17,460
29,089
10,269
56,818

$

$ (13,976) $ (14,925)

$

373

$

$

387
43
430

375

Total net position is the difference between total assets and deferred outflow of resources less total liabilities
and deferred inflow of resources, and represent resources that can be used to pay for future operations and
capital improvements. The bulk of our assets are capital assets. These have been paid for using borrowed
money and do not add significantly to our net position.
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Table A-2 summarizes and compares activity presented in the Statement of Activities (page FS-2). It shows
the activity behind the increase (decrease) in total net position for the years ending June 30, 2017 and 2016.
Table A-2
Changes in Net Position
Governmental
Activities
2017
2016
Re ve nue s
Program revenues
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues
Taxes
State general subsidies
Other

$

511
6,034
14

$

712
5,441
139

Business-type
Activities
2017
2016

$

536
602
-

$

Total
2017

596
571
-

$

1,047
6,636
14

2016

$

1,308
6,012
139

27,205
6,675
63

26,373
6,492
41

-

-

27,205
6,675
63

26,373
6,492
41

Total re ve nue s

40,502

39,198

1,138

1,167

41,640

40,365

Direct expenses

39,552

36,178

1,141

1,147

40,693

37,325

950
-

3,020
-

(3)
-

20
-

947
-

3,040
-

(3) $

20

Excess (deficiency before transfers)
Transfers
Change in ne t position

$

950

$

3,020

$

$

947

$

3,040

The growth in total revenues from our Total Primary Governmental activities was in line with the increase in
our direct expenses.
Governmental Activities
Table A-3 presents expense information from the Statement of Activities for governmental activities. The
total cost of services represents the actual cost of providing the services while the net cost represents the
amount of cost that is not recovered through program revenues, meaning user charges, grants and
contributions. The total net cost of services of $32,992,444 must be recovered through general revenue,
primarily taxes and state subsidies. Amounts not recovered will reduce funds available for future years.
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Table A-3
Governmental Activities
Direct Expenses
2017
2016

Program Revenues
2017
2016

Classroom instruction
$ 27,612 $ 24,874
Instructional student support
2,637
2,396
Administrative and financial support
3,693
3,467
Operation and maintenance of buildings
2,988
2,869
Student transportation
1,693
1,680
Student activities
744
695
Community services
12
12
Interest on long-term debt
173
185

$

5,002 $
286
320
59
731
147
15

4,784
261
284
75
598
152
139

Total governmental activities

$

6,560 $

6,293

$ 39,552 $ 36,178

Net Expense
2017
2016
$ 22,610 $ 20,090
2,351
2,135
3,373
3,183
2,929
2,794
962
1,082
597
543
12
12
158
46

State general subsidies revenues
Total needs from taxes and other local sources

32,992

29,885

(6,675)

(6,492)

$ 26,317 $ 23,393

Business-Type Activities
Table A-4 is similar to the previous table, except it presents business-type service costs. Note that almost all
of the cost of food services is paid by program revenues.

Table A-4
Business-Type Activities
Direct Expenses
2017
2016
Food services

$

1,141 $

1,147

Program Revenues
2017
2016
$

1,138 $

1,167

Net Expense
2017
2016
$

Investment earnings

(3) $
-

Total net expense

$

(3) $

20
20

There were no other significant changes during the year with the net cost of services remaining about the
same in 2017 as in 2016. The Healthy Hungry Free Kids Act (HHFKA) implementation continues to have
an impact on the revenues of the Food Service Fund, although it has become less than previous years. The
District has applied for newly issued waivers to receive relief from some of the requirements. This may
prove beneficial to the Food Service Fund through increased sales.
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DISTRICT’S FUNDS
The information in Table A-5 summarizes and compares the Governmental Funds’ Fund Balances for June
30, 2017, and 2016. Note that we again brought forward balances from our 2016 MD&A. This information is
not otherwise a part of the 2017 financial statement package. The groupings are the same as those used in the
Balance Sheet - Governmental Funds.

Table A-5
Governmental Fund Balances
2017
General Fund - committed

$

General Fund - unassigned

2016

6,670

$

Change

6,870

2,988

2,855

Capital Projects Fund - restricted

-

-

Capital Reserve Fund - committed

1,494

1,551

Special Revenue Fund - restricted

10

Total governmental funds

$

Total restricted

$

$

$

10

$

(200)
133
(57)

10

11,162

%Change

-

11,286

$

10

$

(124)

-

Total committed

8,164

8,421

(257)

Total unassigned

2,988

2,855

133

Total governmental funds

$

11,162

$

11,286

$

4.8%

(124)

4.8%

As previously mentioned, the basis of measurement for fund assets and liabilities is different than that used
in the Statement of Net Position. The differences between the total governmental fund balance of $11,162,876
and the total net position of $(13,975,428) are itemized in the reconciliation presented within the financial
statements on page FS-4.
The items that caused the change in fund balance during the year are presented in the Statement of Revenues,
Expenditures and Changes in Fund Balances within the financial statements on page FS-5. The fund balance
decreased by $123,651 because the total fund expenditures, including transfers, were more than the total fund
revenues.
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General Fund Budgetary Highlights
Table A-6 has been summarized from the comparative budget information presented on page ORSI-1 of the
other required supplemental information. The total variance was favorable in that we budgeted our total
expenditures would be higher than total revenues by $251,126 when in fact our total expenditures, including
transfers were only more than our revenues by $67,006.
Table A-6
Budget to Actual Comparisons
Actual

Budget
2017
Total revenues
Total expenditures

2016

$ 39,486 $ 38,298
39,737
38,380

2017

Variance
2017
2016

2016

$ 40,172 $ 38,903
39,969
38,132

$

686 $
(232)

605
248

Excess revenues (expenditures)

(251)

(82)

203

771

454

853

Other financing sources (uses)

(25)

(25)

(270)

(500)

(245)

(475)

Net change in fund balance

$

(276) $

(107)

$

(67) $

271

$

209 $

378

CAPITAL ASSETS
Table A-7 summarizes the Changes in Capital Assets note to the financial statements on pages FS-27. The
original cost of the capital assets on the books at June 30, 2017 was $69,013,448. Each year, for capital assets
other than land and construction in progress, this amount is depreciated (reduced in value) to reflect usage.
The net balance of $29,088,977 is the amount remaining after this reduction for all government entities.
As construction projects are completed, related construction in progress balances are moved into the buildings
and improvements category, and depreciated over the estimated useful life of the improvement.
During the year our capital projects activity was limited to carrying renovations to existing buildings.
Table A-7
Capital Assets
2017
Governmental activities
Land
Construction in progress
Buildings and improvements
Furniture, equipment and library books
Total governmental capital assets
Business-type activities
Furniture and equipment
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2016

$

326
17
27,535
1,210
29,088

$

$

326
27,724
1,149
29,199

$

31

$

43
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LONG-TERM LIABILITIES
Table A-8 summarizes the Long-Term Liabilities note to the financial statements on pages FS-28 to FS-37.
Most of the debt relates to general obligation bonds and notes issued by the District to pay for capital
improvements.
Table A-8
Long-term Liabilities
2017
Governmental activities
General obligation debt
Bond premium (discount)
Compensated absences
Other Post Employment Benefits
Net pension liability

2016

$

7,850
49
463
914
55,257

$

9,980
91
457
792
47,343

$

64,533

$

58,663

Our ability to raise future funds through the issuance of debt depends on how well our existing bonds are rated
by the investment community. Currently, the District is rated by Standard and Poor’s as A+. ACT 1 of 2006
impacts a school District’s ability to incur debt without voter approval. The District does anticipate incurring
additional debt within the next two fiscal years.
Each year, the District pays interest to bond and note holders and pays down a portion of the outstanding debt,
referred to as redemption. During 2016, our redemptions totaled $3,206,000.
Compensated absences increased during the year from an entity-wide perspective from $457,377 to $462,600
at June 30, 2017
Recording for other post employment benefits began in 2008-2009. The liability at June 30, 2017 from an
entity-wide perspective was $914,266, which was a net increase of $122,020 from the previous year of
$792,246.
GASB 68 required the District to report its pension liability and related items for the first time on our 2015
financial statements. The net pension liability, including deferred outflows and inflows, increased by
approximately $7.9 million during 2017. The total pension obligation at June 30, 2017 was $55.3 million
compared to $47.3 million June 30, 2016.
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NEXT YEAR’S BUDGET
Table A-9 compares the original budget for 2017 to the 2018 budget that was approved June 2017. Similar to
our 2017 budget, our budgeted expenditures for 2018 exceed budgeted revenues.
Table A-9
Budget Comparsions

Total revenues
Total expenditures

2017-2018

2016-2017

$

$

Excess revenues (expenditures)
Other financing sources (uses)
Net change in fund balance

$

40,356
40,518

39,486
39,762

Change
$

870
756

(162)
-

(276)
-

114
-

(162) $

(276) $

114

CONTACTING THE DISTRICT FINANCIAL MANAGEMENT
The District’s financial report is intended to provide the readers with a general overview of the District’s
finances and to show the Board’s accountability for the funds it receives. If you have questions about this
report or wish to request additional financial information, please contact the district office of East Pennsboro
Area School District, 890 Valley Street, Enola PA 17025, (717) 732-3601.
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EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF NET POSITION
JUNE 30, 2017

Assets
Cash and cash equivalents
Taxes receivable (net of allowance for uncollectibles)
Internal balances
Due from fiduciary funds
Due from other governments
Other receivables
Prepaid expenses
Inventories
Restricted cash
Capital assets not being depreciated
Capital assets being depreciated, net
Total assets
Deferred outflows of resources
Deferred outflows for pensions
Deferred charges on refundings
Total deferred outflows of resources
Liabilities
Accounts payable
Payroll and benefits payable
Unearned revenues
Accrued interest on bonds and notes payable
Long-term liabilities
Due within one year
Due in more than one year
Net pension liability
Total liabilities
Deferred inflows of resources
Deferred inflows for pensions
Net position
Invested in capital assets (net of related debt)
Unrestricted (deficit)
Total net position (deficit)

Governmental
Activities

Business-type
Activities

$ 13,088,964
2,606,000
(1,515)
181,265
1,473,540
37,044
74,710
343,543
28,745,434

$

Total

349,582
1,515
2,508
887
41,960
30,784

$ 13,438,546
2,606,000
181,265
1,476,048
37,931
41,960
74,710
343,543
28,776,218

46,548,985

427,236

46,976,221

10,233,942
35,065
10,269,007

-

10,233,942
35,065
10,269,007

654,566
4,009,620
62,147
32,290

28,517
26,255
-

683,083
4,009,620
88,402
32,290

3,670,000
5,605,172
55,256,862

-

3,670,000
5,605,172
55,256,862

69,290,657

54,772

69,345,429

1,502,763

-

1,502,763

21,193,446
(35,168,874)
$ (13,975,428)

The accompanying notes are an integral part of these financial statements.
FS - 1

$

30,784
341,680

21,224,230
(34,827,194)

372,464

$ (13,602,964)

EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2017

Functions/Programs
Governmental activities
Instruction
Instructional student support
Administrative and financial support
Operation and maintenance of plant
Student transportation
Student activities
Community services
Interest on long-term debt
Total governmental activities
Business-type activities
Food service
Total school district

Direct
Expenses
$ 27,612,231
2,637,215
3,692,526
2,987,968
1,693,103
743,666
11,962
173,152
39,551,823

Charges for
Services
$

1,141,147
$ 40,692,970

Program Revenues
Grants and Contributions
Operating
Capital

422,398
9,209
79,642
511,249

$

4,579,220
286,119
319,671
49,863
731,165
67,531
6,033,569

535,953
$

1,047,202

$

602,406
$

6,635,975

Net (Expense) Revenue and Changes in Net Position
Governmental
Business-type
Activities
Activities
Totals

14,561
14,561

$

$

(22,610,613)
(2,351,096)
(3,372,855)
(2,928,896)
(961,938)
(596,493)
(11,962)
(158,591)
(32,992,444)

$

-

14,561

(32,992,444)

General revenues
Real estate taxes
Earned income taxes
Other taxes
Investment earnings
State general subsidies
Transfers
Total general revenues and transfers

20,189,445
6,452,347
563,288
62,964
6,674,512
33,942,556

Change in net position

$

The accompanying notes are an integral part of these financial statements.
FS - 2

(13,975,428)

(2,788)

(2,788)

(32,995,232)

20,189,445
6,452,347
563,288
63,005
6,674,512
33,942,597
947,365

375,211
$

(22,610,613)
(2,351,096)
(3,372,855)
(2,928,896)
(961,938)
(596,493)
(11,962)
(158,591)
(32,992,444)

(2,788)

(2,747)

(14,925,540)

Net position (deficit) - ending

$

41
41

950,112

Net position (deficit) - beginning

-

372,464

(14,550,329)
$

(13,602,964)

EAST PENNSBORO AREA SCHOOL DISTRICT
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2017
Capital
Reserve

General
Assets
Cash and cash equivalents
Restricted cash
Taxes receivable (net of allowance for uncollectibles)
Prepaid expenses
Due from fiduciary funds
Due from other governments
Other receivables
Total assets
Liabilities, deferred inflows of resources and fund balances
Liabilities
Accounts payable
Payroll and benefits payable
Due to other funds
Unearned revenues
Total liabilities
Deferred inflows of resources
Unavailable tax revenue
Fund balances
Restricted - Capital and other projects
Committed
Future pension costs
Future medical premiums
Technology
Capital outlays
Unassigned
Total fund balances
Total liabilities, deferred inflows of resources and fund balances

$ 11,577,148
2,606,000
181,265
1,473,540
37,044

$

1,511,816
-

$

74,710
-

$ 13,088,964
74,710
2,606,000
181,265
1,473,540
37,044

$ 15,874,997

$

1,511,816

$

74,710

$ 17,461,523

$

$

17,717
17,717

$

764
1,515
62,147
64,426

$

636,085
4,009,620
4,645,705
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654,566
4,009,620
1,515
62,147
4,727,848

1,570,799

-

-

1,570,799

-

-

10,284

10,284

5,200,000
1,000,000
470,000
2,988,493
9,658,493

1,494,099
1,494,099

10,284

5,200,000
1,000,000
470,000
1,494,099
2,988,493
11,162,876

74,710

$ 17,461,523

$ 15,874,997

The accompanying notes are an integral part of these financial statements.

Total
Governmental
Funds

Special
Revenue

$

1,511,816

$

EAST PENNSBORO AREA SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JUNE 30, 2017
Total fund balances - Governmental funds

$ 11,162,876

Amounts presented for governmental activities in the statement of net position are different because:
Capital assets are not financial resources and therefore are not presented as assets in the governmental funds, but are
reported in the governmental activities in the statement of net position. At year end, capital assets consist of:
Cost of assets
Accumulated depreciation

$ 69,013,448
(39,924,471)

29,088,977

Taxes receivable will be collected, but are not available soon enough to pay for current year expenditures,
and therefore are unavailable in the governmental funds. At year end, these taxes receivable consist of:
Real estate taxes
Earned income taxes

265,585
1,305,214

1,570,799

Certain liabilities are not due and payable in the current year, and therefore are not presented as liabilities
in the governmental funds. At year end, these liabilities consist of:
Bonds and notes payable
Compensated absences
Other post employment benefits
Long-term liabilities
Accrued interest on bonds and notes payable

(7,849,586)
(462,600)
(914,266)
(9,226,452)
(32,290)

(9,258,742)

(48,720)
35,065

(13,655)

Bond discounts (premiums) and charges on refundings are presented as expenditures in the governmental funds.
At year end, the remaining unamortized bond related costs consist of:
Bond discounts (premiums)
Charges on refundings
Certain liabilities, such as net pension obligations, are not due and payable in the current period and, therefore,
are not reported in the governmental funds. At year end, these liabilities consist of:
Net pension liability
Deferred outflows and inflows of resources related to pensions are applicable to future periods and, therefore,
are not reported in the governmental funds. At year end, these consist of:
Deferred outflows of resources related to pensions
Deferred inflows of resources related to pensions
Net position (deficit) - Governmental activities

(55,256,862)

10,233,942
(1,502,763)

(46,525,683)
$ (13,975,428)

The accompanying notes are an integral part of these financial statements.
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EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2017

General
Revenues
Local sources - taxes
Local sources - other
State sources
Federal sources
Total revenues

$

Expenditures
Instruction
Support services
Noninstructional services
Capital outlay
Debt service (principal and interest)
Total expenditures

26,879,224
1,036,046
11,877,527
379,676
40,172,473

$

24,818,558
10,415,776
725,430
602,649
3,406,256
39,968,669

Excess (deficiency) of revenues over expenditures

1,000
1,000

(1,327,541)

Other financing sources (uses)
Note & bonds proceeds
Transfers from other funds
Transfers to other funds

(270,810)

1,270,810
-

Net changes in fund balances

(67,006)

Fund balances - ending

9,658,493

The accompanying notes are an integral part of these financial statements.
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1,550,830
$

1,494,099

$

Total
Governmental
Funds

Debt
Service

2,606
2,606

$

2,520
2,520

(56,731)

9,725,499
$

$

1,328,541
1,328,541

203,804

Fund balances - beginning

Special
Revenue

Capital
Reserve

-

$

26,879,224
1,039,652
11,877,527
379,676
40,176,079

75,586
75,586

24,821,078
10,491,362
725,430
1,931,190
3,406,256
41,375,316

86

(75,586)

(1,123,651)

-

1,075,586
(1,000,000)

1,075,586
1,270,810
(1,270,810)

86

-

10,198

-

10,284

$

-

(123,651)
11,286,527
$

11,162,876

EAST PENNSBORO AREA SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2017
Total net change in fund balances - Governmental funds

$

(123,651)

Amounts presented for governmental activities in the statement of activities are different because:
Capital outlays are presented as expenditures in the governmental funds. In the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense. During the year, the capital outlays and depreciation expense are as follows:
Capital outlays, net of retirements
Depreciation expense
Because some taxes will not be collected until ninety days after the end of the fiscal year, they are not considered as available revenues
in the governmental funds. Unavailable taxes increased (decreased) during the year as follows:
Real estate taxes
Earned income taxes
Bond and note proceeds and principal repayments are presented as other financing sources and expenditures (other financing uses
if refunded bonds) in the governmental funds. In the statement of activities, proceeds and repayments do not effect net position.
During the year, proceeds and principal repayments are as follows:
Proceeds from bonds and notes
Principal repayments
Bond discounts (premiums) and charges on refundings (any difference between the carrying amount of refunded debt and its payoff amount) are presented
as expenditures in the governmental funds. In the statement of activities, these amounts are allocated over the life of the debt as amortization expense.
During the year, costs incurred and amortization expense are as follows:
Bond discounts (premiums) and charges on refundings on new bonds
Amortization of bond premiums (discounts)

$

1,802,574
(1,912,312)

(109,738)

34,435
291,421

325,856

(1,075,586)
3,206,000

2,130,414

10,046

10,046

Payments of interest are presented as expenditures in the governmental funds when the payment is due. In the statement of activities, the
expense is measured by the amount accrued during the year. The liability for accrued interest on bonds and notes payable payable decreased during the year.

17,058

Payments of compensated absences are presented as expenditures in the governmental funds. In the statement of activities, the expense
is measured by the amount earned by employees during the year. The liability for compensated absences increased during the year.

(5,223)

Payments of other post employment benefits are presented as expenditures in the governmental funds. In the statement of activities, the expense
includes actuarial estimates, primarily for amortization of prior costs. The liability for other post employment benefits increased during the year.
Pension costs are presented as expenditures in the governmental funds. In the statement of activities, the changes in the
unfunded pension obligation and changes in the deferred outflows and inflows related to pension are reported as additional pension costs:
Change in deferred outflows and inflows
Amortization of difference between plan contributions and actual contributions
Amortization of change in proportionate share of net pension liability
Change in net position - Governmental activities

(122,020)

6,741,030
(6,671,235)
(1,242,425)

(1,172,630)
$

The accompanying notes are an integral part of these financial statements.
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950,112

EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF NET POSITION - PROPRIETARY FUNDS
JUNE 30, 2017

Food
Service
Assets
Current assets
Cash and cash equivalents
Accounts receivable
Due from other funds
Due from other governments
Inventories

$

Total current assets

396,452

Capital assets being depreciated, net

30,784

Total assets

427,236

Liabilities
Current liabilities
Accounts payable
Unearned revenues

28,517
26,255

Total current liabilities

54,772

Net position
Invested in capital assets (net of related debt)
Unrestricted
Total net position

The accompanying notes are an integral part of these financial statements.
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349,582
887
1,515
2,508
41,960

30,784
341,680
$

372,464

EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION - PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2017

Food
Service
Operating revenues - Food service revenue

$

Operating expenses
Other purchased service
Food and milk
Other supplies
Depreciation

1,019,629
98,841
10,791
11,886

Total operating expenses

1,141,147

Operating income (loss)

(605,194)

Nonoperating revenues
Earnings on investments
State sources - meal subsidies
Federal sources - meal subsidies
Federal sources - donated commodities
Total nonoperating revenues

41
33,754
469,811
98,841
602,447

Income (loss) before transfers

(2,747)

Transfers from other funds

-

Change in net position

(2,747)

Net position - beginning
Net position - ending

The accompanying notes are an integral part of these financial statements.
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535,953

375,211
$

372,464

EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2017

Food
Service
Operating activities
Cash received from users
Cash payments to suppliers for goods and services
Cash payments for other operating expenses
Net cash used for operating activities

$

Non-capital financing activities
State sources
Federal sources
Net cash provided by non-capital financing activities

33,914
471,801
505,715

Capital and related financing activities
Cash payments for equipment
Net cash provided by capital and related financing activities

-

Investing activities
Earnings on investments
Net cash provided by investing activities

41
41

Net change in cash and cash equivalents

(2,877)

Cash and cash equivalents - beginning
Cash and cash equivalents - ending

Reconciliation of operating income (loss) to net cash used for operating activities
Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
used for operating activities
Depreciation
Donated commodities
Net change in other assets and other liabilities
Accounts receivable
Inventories
Due from other funds
Accounts payable
Unearned revenues
Total adjustments
Net cash used for operating activities

The accompanying notes are an integral part of these financial statements.
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532,055
(1,017,803)
(22,885)
(508,633)

352,459
$

349,582

$

(605,194)

11,886
98,841
(887)
(12,095)
(1,515)
1,826
(1,495)
96,561
$

(508,633)

EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION - FIDUCIARY FUNDS
JUNE 30, 2017

Private
Purpose
Trusts
Assets
Cash and cash equivalents
Investments

$

Total assets

Liabilities
Due to governmental funds
Payroll deductions and withholdings
Due to student groups
Total liabilities

Net position

$

The accompanying notes are an integral part of these financial statements.
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Student
Activities

Payroll

23,132
924,291

$

179,120
-

$

Totals

86,326
-

$

288,578
924,291

947,423

179,120

86,326

1,212,869

-

179,120
-

2,145
84,181

181,265
84,181

-

179,120

86,326

265,446

947,423

$

-

$

-

$

947,423

EAST PENNSBORO AREA SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION - FIDUCIARY FUNDS
YEAR ENDED JUNE 30, 2017

Private Purpose
Trusts
Additions
Investment earnings
Gifts and contributions

$

Total additions

7,040
5,500
12,540

Deductions
Scholarships awarded

4,000

Change in net position

8,540

Net position - beginning
Net position - ending

The accompanying notes are an integral part of these financial statements.
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938,883
$

947,423

EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
East Pennsboro Area School District is the level of government which has oversight responsibility and control
over activities related to public school education. The report includes services provided by the District to residents
within the boundaries of the Cumberland County Municipality of East Pennsboro Township. Services provided
include a comprehensive curriculum for primary and secondary education as well as special education and
vocational education programs. The District receives revenue from local, state and federal sources and must
comply with the requirements of these funding sources.
Reporting entity
GASB establishes criteria for determining the activities, organizations and functions of government to be included
in the financial statement of the reporting entity. In evaluating the District as a reporting entity, management has
addressed all potential component units which may or may not fall within the established criteria. The criteria used
to evaluate component units for possible inclusion as part of the District’s reporting entity are:
The economic resources received or held by the separate organization are entirely for the direct benefit of the
District or its constituents.
The District is entitled to (or has the ability to) access a majority of the economic resources received or held
by the separate organization.
The economic resources received or held by an individual organization that the District is entitled to (or has
the ability to) access is significant to the District.
There are no component units that the District feels meet all the above criteria for inclusion in this reporting entity.
Jointly-governed organizations
The District is a participant in four jointly-governed organizations, each of which is a separate legal entity that
offers services to the District and its residents. Each of these entities serves several school districts and/or
municipalities and therefore are not included in this reporting entity. These entities do not have taxing power, but
are required to adopt an annual budget, which is funded primarily by its member Districts or others that use its
services. Complete financial statements for these entities can be obtained from their respective administrative
offices.
Capital Area Intermediate Unit provides special education services and programs.
Cumberland Perry Area Vocational Technical School provides vocational and technical education services
and programs.
Harrisburg Area Community College provides community college education services and programs.
Cumberland County Tax Bureau provides earned income tax collection services.
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EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Basis of presentation
The financial statements of the District have been prepared in accordance with U.S. generally accepted
accounting principles. The Governmental Accounting Standards Board (GASB) establishes U.S. generally
accepted accounting principles for governments. Accounting guidance is also provided through the Comptroller’s
office for Pennsylvania’s Department of Education. The more significant of these accounting policies are as
follows:
Basis of presentation - District-wide financial statements
District-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities) report
information on all of the nonfiduciary activities of the District. As a general rule the effect of interfund activity has
been eliminated from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are presented separately from business-type activities which rely to a significant
extent, on fees and charges for support.
District-wide financial statements are presented using the economic resources measurement focus and the
accrual basis of accounting as are the proprietary fund and the fiduciary fund financial statements. Revenues are
recognized when earned and expenses are recognized when a liability is incurred, regardless of the timing of
related cash flows. Real estate taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met. Net position (total assets and deferred outflows of resources less total liabilities and deferred inflows of
resources) is used as a practical measure of economic resources and the operating statement includes all
transactions and events that increased or decreased net position. Depreciation and amortization are charged as
an expense against current operations. Capital assets (net of accumulated depreciation), bonds and notes
payable (net of unamortized discounts or premiums) and net pension liability are presented in the statement of net
position.
The statement of activities demonstrates the degree to which the direct expenses of given functions or programs
are offset by program revenues. Direct expenses are those that are clearly identifiable within a specific function or
program. Program revenues include charges to customers who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or program. In addition, program revenues include grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function or
program. Taxes and other items not properly included among program revenues are presented as general
revenues.
Basis of presentation - Fund financial statements
Fund financial statements are also provided for all governmental funds, proprietary funds, and fiduciary funds of
the District. Major individual governmental funds and major individual proprietary funds are presented as separate
columns in the fund financial statements. Nonmajor funds, if any, are aggregated and presented in a single
column. Fiduciary funds are presented by fund.
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EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Basis of presentation - Fund financial statements (Cont’d.)
Governmental funds are presented using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are received within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the District considers tax revenue to be
available if received within 90 days of the end of the fiscal period. Revenue from federal, state and other grants
designated for payment of specific expenditures is recognized when the related expenditures are incurred;
accordingly, when such funds are received, they are recognized as unearned revenues until earned. Expenditures
generally are recognized when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recognized only when payment is due.
Proprietary funds generally follow standards for accounting and financial presentation for private business
enterprises to the extent that those standards do not conflict with or contradict guidance of the GASB. The District
does not attempt to allocate all “building-wide costs” to the proprietary fund. Thus, general fund expenditures
which partially benefit the proprietary fund (utilities, janitorial services, insurance, etc.) are not proportionately
recognized with the proprietary fund. Similarly, the proprietary fund does not recognize a cost for the building
space it occupies.
Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses are distinguished from nonoperating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with the fund’s principal ongoing operations.
Operating expenses for the District’s proprietary fund include food production costs, supplies, administrative
costs, and depreciation on capital assets. All revenues or expenses not meeting this definition are reported as
nonoperating revenues and expenses.
Fund accounting
The accounts of the District are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for by providing a separate set of self-balancing
accounts which comprise its assets, liabilities, deferred inflows of resources, fund equity, revenues, and
expenditures, or expenses, as appropriate. Resources are allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent.
When both restricted and unrestricted resources are available, the District’s general policy is to use the restricted
(primarily operating grants) resources first, then unrestricted resources as needed.
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EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Basis of presentation - Fund financial statements (Cont’d.)
Fund accounting (Cont’d.)
The District has the following major types of funds:
Governmental Funds – These funds account for the activities through which most of the District’s operations
are provided.
Proprietary Funds – These funds account for the operations of the District that are financed and operated in a
manner similar to private business enterprises.
Fiduciary Funds – These funds account for the assets held by the District as a trustee or agent for individuals,
private organizations and/or governmental units and are therefore not available to support the District’s own
programs.
The District presents the following major governmental funds:
The General Fund is the primary operating fund. It accounts for all financial resources except those required
to be accounted for in another fund.
An operating budget is adopted prior to the beginning of each year on a modified accrual basis of
accounting. The General Fund is the only fund for which a budget is legally required.
The Pennsylvania School Code dictates specific procedures relative to budget adoption and financial
statement presentations. The District, before levying annual school taxes, is required to prepare an
operating budget for the succeeding fiscal year. This process includes the publishing of notices by
advertisement, that the proposed budget has been prepared and is available for public inspection at the
administrative office of the District, and that public hearings are held on the proposed operating budget
which are required to be scheduled at least ten days prior to when final action on adoption is taken by the
Board.
Legal budgetary control is maintained at the sub-function/major object level. The Board may approve
transfers of funds appropriated to any particular item of expenditure in accordance with the Pennsylvania
School Code. Management may amend the budget at the sub-function/sub-object level without Board
approval, provided it is not at a higher level than the Board adopted budget.
In order to preserve a portion of an appropriation for which an expenditure has been committed by a
purchase order, contract or other form of commitment, an encumbrance is recognized. Unused
encumbrances expire at the end of each year.
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EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Basis of presentation - Fund financial statements (Cont’d.)
Fund accounting (Cont’d.)
Included in the budget are program budgets as prescribed by the federal and state agencies funding the
program. These budgets are approved on a program by program basis by the federal and state funding
agencies.
Capital Projects Funds can consist of more than one project to separately account for each project, if
required. Each issuance of new debt (primarily bonds) is a project to account for the debt proceeds and the
expenditure of those proceeds. The District maintains a capital reserve account for funds transferred from the
General Fund and the expenditure of those funds for capital outlays.
The Special Revenue Fund accounts for proceeds of other specific revenue sources that are restricted to
expenditures of those funds for other specified purposes.
The Debt Service Fund, when applicable, accounts for the refinancing of existing debt.
The District reports the following proprietary fund:
The Food Service Fund accounts for the operations of the cafeterias.
The District reports the following fiduciary funds:
The Private Purpose Trusts account for assets held by the District in a trustee capacity, the contributions to
and interest earnings on those funds to be used for various scholarships and award programs for selected
students.
The Payroll Fund accounts for salaries paid to District employees.
The Student Activities Fund accounts for programs operated and sponsored by various clubs and
organizations within the schools.
Cash and cash equivalents and investments
Cash and cash equivalents are considered to be cash on hand, demand deposits (including pooled investments),
and short-term investments with original maturities of three months or less from the date of acquisition.
The types of authorized investments are limited by State regulations. Pooled investment funds are required to be
operated in accordance with State regulations.
Investments, including pooled investments, are presented at fair value.
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EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Taxes and taxes receivable
Real estate taxes are levied as of July 1 with a legal, enforceable claim against the property. Amounts not
collected within six months (December 31) are considered delinquent and submitted to outside agencies/entities
for collection actions.
Receivables and payables between funds
Activity between funds that represent lending/borrowing arrangements outstanding at the end of the fiscal year
are referred to as “due to/from other funds”. Any residual balances outstanding between the governmental
activities and business-type activities are reported in the district-wide financial statements as “internal balances”.
Balances between funds are short-term items pending periodic repayments.
Inventories and prepaid items
Inventories are presented at the lower of cost or market on a first-in, first-out basis, and are expended when
consumed. Federal donated commodities are valued at their fair market value as determined by the U.S.
Department of Agriculture at the date of donation.
Certain payments, if any, to vendors reflect expenses applicable to future accounting periods and are presented
as prepaid items in both district-wide and fund financial statements.
Capital assets
Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, sidewalks, and
similar items), are presented in the applicable governmental or business-type activities columns in the districtwide financial statements. Capital assets are defined by the District as assets with an initial, individual cost of
more than $ 1,000 and an estimated useful life in excess of one year. Management has elected to include certain
homogeneous groups with individual costs of less than $ 1,000 as capital assets for financial presentation
purposes. In addition, capital assets purchased with long-term debt may be capitalized regardless of the
thresholds established. Such assets are presented at historical cost or estimated historical cost if purchased or
constructed.
Major outlays for capital assets and improvements are capitalized when incurred. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not
capitalized.
Upon sale or retirement, the cost and related accumulated depreciation, if applicable, are eliminated from the
respective district-wide and proprietary accounts and any resulting gain or loss is reflected in those accounts
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EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Capital assets (Cont’d.)
Capital assets are depreciated using the straight-line method over the following estimated useful lives in years:

Assets
Buildings
Building and site improvements
Furniture and equipment
Library books

Governmental
Activities

Business-type
Activities

40
15 to 40
5 to 15
7

5 to 12
-

Long-term liabilities
In the district-wide financial statement, and proprietary fund types in the fund financial statements, bonds and
notes payable and other long-term obligations are presented as liabilities. Bond discounts (premiums) and any
charges on refundings are amortized over the life of the bonds using the effective interest method.
In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance and refunding costs, as current period expenditures. The face amount of debt issued is presented
as other financing sources while discounts and refunding costs on debt issuances are presented as debt service
expenditures. Issuance costs, whether or not withheld from the actual debt proceeds received, are presented as
support service expenditures.
Deferred outflows/inflows of resources
In addition to assets, the statement of net position reports a separate section for deferred outflows of resources.
This separate financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to future periods and so will not be recognized as an outflow of resources (i.e.
expense/expenditure) until then. The District has three items that qualify for reporting in this category, which are a
deferred pension contribution and deferred outflows of resources for pension which are reported in the
government-wide statement of net position. A deferred pension contribution results from contributions made to the
pension plan subsequent to the measurement date and prior to the District’s year end. The contributions will be
recognized as a reduction in net pension liability in the following year. Deferred outflows of resources for pension
relates to the District’s net pension liability and pension expense and arises from changes in assumptions, actual
versus expected results, changes in benefits, variances in expected versus actual investment earnings, changes
in the employer’s proportion, differences between employer contributions and the proportionate share of total
contributions reported by the pension plan, or changes in the internal allocation of the net pension liability
between governmental and business type activities. These amounts are deferred and amortized over a closed
five year period. The third item, deferred charges on refundings, relates to the district-wide statement of net
position. Charges on refundings result from the difference in the carrying value of refunded debt and its
reacquisition price. This amount is deferred and amortized over the shorter of the life of the refunded or refunding
debt.
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EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Deferred outflows/inflows of resources (Cont’d.)
In addition to liabilities, the statement of net position reports a separate section for deferred inflows of resources.
This separate financial statement element, deferred inflows of resources, represents an acquisition of net position
that applies to future period(s) and so will not be recognized as an inflow of resources (i.e. revenue) until that
time. The District has two types of items that qualify for reporting in this category. The first item, deferred inflows
of resources for pension, relates to the District’s net pension liability and pension expense and arises from
changes in assumptions, actual versus expected results, changes in benefits, variances in expected versus actual
investment earnings, changes in the employer’s proportion, or differences between employer contributions and
the proportionate share of total contributions reported by the pension plan. These amounts are deferred and
amortized over a closed five year period. The second item, unavailable revenue, arises only under a modified
accrual basis of accounting and is reported only in the governmental funds balance sheet. The governmental
funds report unavailable revenues from two sources - property taxes and earned income taxes. These amounts
are deferred and recognized as an inflow of resources in the period that the amounts become available.
Unearned revenues
Revenues that are received but not earned are reported as unearned revenues in the government-wide and fund
financial statements. Unearned revenues arise when resources are received prior to the incurrence of qualifying
expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the District has
legal claim to the resources, the liability for unearned revenue is removed from the respective financial statements
and revenue is recognized.
Pensions
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the Public
School Employees’ Retirement System (PSERS) and additions to/deductions from PSERS’s fiduciary net position
have been determined on the same basis as they are reported by PSERS. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.
General information about the pension plan
Plan description
PSERS is a governmental cost-sharing multi-employer defined benefit pension plan that provides retirement
benefits to public school employees of the Commonwealth of Pennsylvania. The members eligible to participate in
the System include all full-time public school employees, part-time hourly public school employees who render at
least 500 hours of service in the school year, and part-time per diem public school employees who render at least
80 days of service in the school year in any of the reporting entities in Pennsylvania. PSERS issues a publicly
available financial report that can be obtained at www.psers.pa.gov.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Pensions (Cont’d.)
Benefits provided
PSERS provides retirement, disability, and death benefits. Members are eligible for monthly retirement benefits
upon reaching (a) age 62 with at least one year of credited service; (b) age 60 with 30 or more years of credited
service; or (c) 35 or more years of service regardless of age. Act 120 of 2010 (Act 120) preserves the benefits of
existing members and introduced benefit reductions for individuals who become new members on or after July 1,
2011. Act 120 created two new membership classes, Membership Class T-E (Class T-E) and Membership Class
T-F (Class T-F). To qualify for normal retirement, Class T-E and Class T-F members must work until age 65 with
a minimum of 3 years of service or attain a total combination of age and service that is equal to or greater than 92
with a minimum of 35 years of service. Benefits are generally equal to 2% or 2.5%, depending upon membership
class, of the member’s final average salary (as defined in the Code) multiplied by the number of years of credited
service. For members whose membership started prior to July 1, 2011, after completion of five years of service, a
member’s right to the defined benefits is vested and early retirement benefits may be elected. For Class T-E and
Class T-F members, the right to benefits is vested after ten years of service.
Participants are eligible for disability retirement benefits after completion of five years of credited service. Such
benefits are generally equal to 2% or 2.5%, depending upon membership class, of the member’s final average
salary (as defined in the Code) multiplied by the number of years of credited service, but not less than one-third of
such salary nor greater than the benefit the member would have had at normal retirement age. Members over
normal retirement age may apply for disability benefits.
Death benefits are payable upon the death of an active member who has reached age 62 with at least one year of
credited service (age 65 with at least three years of credited service for Class T-E and Class T-F members) or
who has at least five years of credited service (ten years for Class T-E and Class T-F members). Such benefits
are actuarially equivalent to the benefits that would have been effective if the member had retired on the day
before death.
Contributions
Member contributions
Active members who joined the System prior to July 22, 1983, contribute at 5.25% (Membership Class T-C) or
at 6.50% (Membership Class T-D) of the member’s qualifying compensation.
Members who joined the System on or after July 22, 1983, and who were active or inactive as of July 1, 2001,
contribute at 6.25% (Membership Class T-C) or at 7.50% (Membership Class T-D) of the member’s qualifying
compensation.
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Pensions (Cont’d.)
Contributions (Cont’d.)
Member contributions (Cont’d.)
Members who joined the System after June 30, 2001 and before July 1, 2011, contribute at 7.50% (automatic
Membership Class T-D). For all new hires and for members who elected Class T-D membership, the higher
contribution rates began with service rendered on or after January 1, 2002.
Members who joined the System after June 30, 2011, automatically contribute at the Membership Class T-E
rate of 7.5% (base rate) of the member’s qualifying compensation. All new hires after June 30, 2011, who elect
Class T-F membership, contribute at 10.3% (base rate) of the member’s qualifying compensation. Membership
Class T-E and Class T-F are affected by a “shared risk” provision in Act 120 of 2010 that in future fiscal years
could cause the Membership Class T-E contribution rate to fluctuate between 7.5% and 9.5% and Membership
Class T-F contribution rate to fluctuate between 10.3% and 12.3%.
Employer contributions
The school districts’ contractually required contribution rate for fiscal year ended June 30, 2017 was 29.20% of
covered payroll, actuarially determined as an amount that, when combined with employee contributions, is
expected to finance the costs of benefits earned by employees during the year, with an additional amount to
finance any unfunded accrued liability. Contributions to the pension plan for the District were $ 5,368,957 for the
year ended June 30, 2017.
Net position
Net position (deficit) represents total assets plus deferred outflows of resources less total liabilities and deferred
inflows of resources. In the district-wide financial statements and proprietary fund financial statements, categories
of net position are:
Invested in capital assets (net of related debt) - This category presents all capital assets into one
component of net position. Accumulated depreciation and outstanding debt that are attributable to the
acquisition, construction or improvement of these assets reduce this category.
Restricted – This category presents funds restricted for a specific purpose as per: external parties,
contributors or enabling legislation.
Unrestricted - This category presents the net position (deficit) of the District, which is not restricted for any
project or other purpose. However, these funds may be committed or assigned for specific projects or
purposes in the fund financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Governmental fund balances
GASB has established criteria for classifying fund balances into specifically defined classifications based on a
hierarchy that reflects the extent to which the District is bound to honor constraints on how those funds can be
spent. The District’s general policy is to first use restricted funds, if any, prior to using unassigned funds.
Classifications of fund balances are:
Nonspendable - Amounts that cannot be spent because they are either in a (a) non-spendable form (i.e.
inventories) or (b) legally or contractually required to be maintained intact (i.e. the principal of a permanent
fund).
Restricted - Amounts constrained to be used for a specific purpose as per: External parties, contributors or
enabling legislation.
Committed - Amounts constrained to be used for a specific purpose as per: The District’s highest level of
decision making authority which is the Board of School Directors.
Assigned - Amounts intended to be used for a specific purpose as per: Committee or individual authorized by
the Board of School Directors (for example a budget or finance committee, or business manager/financial
officer).
Unassigned - Amounts available for any purpose (amounts that are not Nonspendable, Restricted,
Committed or Assigned) in the General Fund.
Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain presented amounts and disclosures.
Accordingly, actual results could differ from those estimates.
Recent accounting standards
The following reflects only those pronouncements effective for upcoming reporting periods which based on our
review, may be applicable to the District’s reporting requirements.
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Recent accounting standards (Cont’d.)
In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. The primary objective of this statement is to improve accounting and financial
reporting by state and local governments for postemployment benefits other than pensions (other
postemployment benefits or OPEB). It also improves information proved by state and local governmental
employers about financial support for OPEB that is provide by other entities. This statement replaces the
requirements of Statements No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans, for OPEB Statement No. 74, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans, and establishes new accounting and financial reporting requirements for OPEB plans.
This statement is effective for fiscal years beginning after June 15, 2017. The District is currently evaluating what
effect, if any, the adoption of GASB 75 will have on the District’s financial statements.
In March 2016, the GASB issued Statement No. 82, Pension Issues - an amendment of GASB Statements No.
67, No. 68 and No. 73. Specifically, this statement addresses issues regarding (1) the presentation of payrollrelated measures in required supplementary information, (2) the selection of assumptions and the treatment of
deviations from guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the
classification of payments made by employers to satisfy employee contribution requirements. The requirements of
this statement are effective for reporting periods beginning after June 15, 2016, except for the requirements of this
statement for the selection of assumptions in a circumstance in which the pension liability is measured as of a
date other than the most recent fiscal year-end. In that circumstance, the effective date is June 15, 2017. The
District is currently evaluating what effect, if any, the adoption of GASB 82 will have on the District’s financial
statements.
In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. This statement
establishes criteria for determining the timing and pattern of recognition of a liability and a corresponding deferred
outflow of resources for asset retirement obligations. This statement requires that recognition occur when the
liability is both incurred and reasonably estimable. The requirements of this statement are effective for reporting
periods beginning after June 15, 2018, and earlier application is encouraged. The District is currently evaluating
what effect, if any, the adoption of GASB 83 will have on the District’s financial statements.
There are other GASB pronouncements that will become effective for future reporting periods. The District does
not currently anticipate any significant impact on the District’s financial statements from these pronouncements.
Subsequent events
In preparing these financial statements, the District has evaluated events and transactions for potential
recognition or disclosure through January 31, 2018, the date the financial statements were available to be issued.
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CASH AND CASH EQUIVALENTS AND INVESTMENTS
Pennsylvania statutes provide for investment of District funds into authorized investment types including U.S.
Treasury bills, other short-term U.S. and Pennsylvania government obligations, and insured or collateralized time
deposits and certificates of deposit. The statutes do not prescribe regulations related to demand deposits;
however, they do allow the pooling of funds for investment purposes.
Custodial credit risk is the risk that in the event of a depository institution failure, the District’s deposits may not be
returned to it. The District policy requires that all deposits in excess of federal deposit insurance coverage be
collateralized by the depository institution with approved collateral as provided by law.
At June 30, 2017, the District’s deposits totaled $ 12,673,063 and the depository institution balances totaled
$ 14,132,742. Of the depository institution balances, $ 581,862 was covered by federal depository insurance
and $ 13,550,880 was collateralized by pooled assets. The pooled assets collateral is held by the Federal
Home Loan Bank, but is not titled in the District’s name.
The District also has cash equivalents with organizations that operate as common law trusts established
pursuant to the Intergovernmental Cooperation Act and related statutes for the purpose of pooling
investments. Each organization’s fundamental policy is to maintain a net asset value of $ 1 per share, but
there can be no assurance that the net asset value will not vary from $ 1 per share. They may only purchase
securities which are permitted under PA law. As of June 30, 2017, District deposits in these organizations are
as follows:
Pennsylvania Local Government Investment Trust (PLGIT)
Pennsylvania School District Liquid Asset Fund (PSDLAF)

$

798,872
329,899

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. The
District does not have a formal investment policy for interest rate risk. The weighted average maturity of the
securities held by each of the organizations is generally less than 90 days.
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The District
does not have a formal investment policy for credit risk. The District’s deposits in each of the organizations were
rated “AAAm” by Standard & Poor’s.
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CASH AND CASH EQUIVALENTS AND INVESTMENTS (Cont’d.)
Cash and cash equivalents and investments at June 30, 2017 are as follows:
Cash and Cash
Equivalents
Governmental activities
Business-type activities
Fiduciary funds
Total cash and cash equivalents and investments

Investments

$ 13,163,674
349,582
288,578

$

924,291

$ 13,801,834

$

924,291

Investments generally consist of certificates of deposits with original maturities of more than three months from
the date of acquisition. All of the certificates were held at a local financial institution and not covered by federal
depository insurance but were collateralized by pooled assets. The pooled assets collateral is held by the Federal
Reserve Bank, but is not titled in the District’s name.
TAXES RECEIVABLE
Taxes receivable are as follows:
Taxes
Receivable
(Gross)
Real estate taxes
Earned income taxes
General Fund
Full accrual adjustment
Governmental activities

Taxes
Receivable
(Net)

Allowance for
Uncollectibles

Unavailable
Tax
Revenue

$

400,000
2,218,000
2,618,000
-

$

12,000
12,000
-

$

388,000
2,218,000
2,606,000
-

$

$

2,618,000

$

12,000

$

2,606,000

$
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265,585
1,305,214
1,570,799
(1,570,799)
-
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DUE FROM/TO OTHER FUNDS AND INTERFUND TRANSFERS
Interfund balances are as follows:
Liabilities

Assets
General Fund
General Fund
Food Service Fund

$

179,120
2,145
1,515

$

179,120
2,145
1,515

Payroll Fund
Student Activity Fund
Special Revenue Fund

Interfund transfers were as follows:
Other financing uses

Other financing sources
Capital Reserve Fund
Capital Reserve Fund

$

270,810
1,000,000

$

270,810
1,000,000

General Fund
Debt Service Fund

DUE FROM OTHER GOVERNMENTS
Due from other governments are as follows:

Local sources – other taxes
State sources
Federal sources
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Governmental
Activities

Business-type
Activities

$

68,254
1,233,146
172,140

$

156
2,352

$

1,473,540

$

2,508
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CAPITAL ASSETS
Changes in capital assets were as follows:
Beginning
Balance
Governmental activities
Capital assets not being depreciated
Land
Construction in progress

$

Capital assets being depreciated
Buildings and improvements
Furniture and equipment
Library books
Accumulated depreciation
Buildings and improvements
Furniture and equipment
Library books

Capital assets being depreciated, net
Governmental activities capital assets, net
Business-type activities
Capital assets being depreciated
Furniture and equipment

- $
-

(1,538,774)
(349,241)
(24,297)
(1,912,312)

(6,285)
4,117
(2,168)

(32,629,385)
(6,188,240)
(1,106,846)
(39,924,471)

(125,287)

(2,168)

28,745,434

(107,570) $

(2,168) $ 29,088,977

649,455 $

42,669 $
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- $

-

325,826
17,717
343,543

(31,084,326)
(5,843,116)
(1,082,549)
(38,009,991)

(606,786)
$

- $
17,717
17,717

1,357,251
423,883
5,891
1,787,025

$ 29,198,715 $

$

Ending
Balance

Decreases

58,807,964
6,941,722
1,133,194
66,882,880

28,872,889

Accumulated depreciation
Furniture and equipment
Business-type activities capital assets, net

325,826 $
325,826

Increases

- $

(11,885)

-

(11,885) $

- $

60,165,215
7,365,605
1,139,085
68,669,905

649,455

(618,671)
30,784
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CAPITAL ASSETS (Cont’d.)
Depreciation expense was charged to functions/programs as follows:
Governmental activities
Instruction
Instructional student support
Administrative and financial support
Operation and maintenance of plant
Student activities

Business-type activities – Food service

$

1,668,268
167,997
5,242
70,303
502

$

1,912,312

$

11,885

LONG-TERM LIABILITIES
Changes in the following long-term liabilities were as follows:
Beginning
Balance
Governmental Activities
Bonds and notes payable
Bond premium (discount)
Compensated absences
Other post employment benefits
Net pension liability

Increases

Ending
Balance

Decreases

Due Within
One Year

$

9,980,000 $
91,358
457,377
792,246
47,343,202

1,075,586 $
5,223
220,946
11,468,533

(3,206,000) $
(42,638)
(98,926)
(3,554,873)

7,849,586 $
48,720
462,600
914,266
55,256,862

3,270,000
150,000
250,000
-

$

58,664,183 $

12,770,288 $

(6,902,437) $

64,532,034 $

3,670,000

Bonds and notes payable
Changes in bonds and notes payable were as follows:
Beginning
Balance
Series of 1999 note
Series of 2011 note
Series of 2015 note
Series of 2017 note

New Issue

Scheduled
Redemptions

Refunding

Ending
Balance

$

735,000 $
1,310,000
7,935,000
9,980,000
91,358

- $
1,075,586
1,075,586
-

- $
-

(360,000) $
(202,000)
(2,644,000)
(3,206,000)
(42,638)

375,000
1,108,000
5,291,000
1,075,586
7,849,586
48,720

$

10,071,358 $

1,075,586 $

- $

(3,248,638) $

7,898,306

Bond premium (discount)
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LONG-TERM LIABILITIES (Cont’d.)
Bonds and notes payable (Cont’d.)
The Series of 2017 note in the total principal amount of $ 5,000,000 was issued June 12, 2017. After payment of
issuance costs and architect fees of $ 75,586, the initial draw on the note of $ 1,000,000 was deposited into the
District’s Capital Reserve Fund to replenish the fund for unexpected capital expenses in the current and prior
school year. Additional funds will be used for renovations, alterations and improvements to existing elementary
and secondary school facilities.

Interest Rates
Series of 1999 note
Series of 2011 note
Series of 2015 note
Series of 2017 note
($ 5,000,000 total, draw down loan)

Maturity Date

Due Within
One Year

Callable Date

Variable
2.68%
1.50%

February 2018
August 2021
August 2020

Not callable
Not callable
Not callable

2.45%

May 2027

Not callable

$

375,000
210,000
2,685,000
-

$

3,270,000

Scheduled debt service requirements (including maximum principal five million on Series of 2017 note), payable
by the General Fund, are as follows:
Year Ending June 30

Principal

2018
2019
2020
2021
2022
2023-2027

$
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Interest

3,270,000
2,011,000
770,000
786,000
780,000
4,157,000

$

204,420
169,331
146,905
131,211
118,360
310,438

$ 11,774,000

$

1,080,665

Total
$

3,474,420
2,180,331
916,905
917,211
898,360
4,467,438

$ 12,854,665
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LONG-TERM LIABILITIES (Cont’d.)
Compensated absences
Compensated absences (those for which employees received pay) are presented using the termination payment
method. A liability is computed using estimates which apply historical data to current factors. The District
maintains records of unused leave and applies the contracted rate for employees eligible for termination
payments. The District allows only restricted sabbatical leave and therefore does not present any liability in
advance of the sabbatical. Payments for compensated absences are made in the year the absence is taken or the
employee retires. When an employee retires, the payout is as follows:
Vacation (administrative personnel only) - unused vacation days (not to exceed 5 days) are paid at the time of
separation.
Sickness - no payout required except to retirees who meet the requirements below for severance payments
Personal days - unused personal days (not to exceed 5 days) may be carried over but no payment is required
upon termination
Retirement severance payments - retiring employees with at least seven consecutive years of District
employment immediately prior to retirement, at least twenty years of service to the District, and at least thirty
years of total school service credited under the State Retirement System are eligible for severance payments
based on years of service and accumulated sick leave days. The retirement payment amount is equal to
$ 300 times the number of years of continuous District service to a maximum of $ 9,000 for thirty years. In
addition, eligible retirees are reimbursed for accumulated unused sick leave in excess of one hundred days to
a maximum of three hundred days at a rate of $ 50 per day for a maximum payment of $ 10,000 for
accumulated sick leave. Additional severance is payable to retirees with a minimum of twenty years of service
to the District of $ 20,000 payable over five years. This new severance benefit replaces post-employment
health benefits provided under the prior contract. Total maximum severance payments to each eligible retiree
under the collective bargaining agreement in effect through August 31, 2017 are $ 39,000.
Other post employment benefits (OPEBs)
OPEBs are presented in accordance with GASB Statement No. 45, which requires their recognition as part of the
compensation package of active employees for services rendered. The cost and obligation for OPEBs are
measured by an actuarial valuation.
Plan description
Eligible retirees (see pension plan) including teachers, administrators, and support staff are allowed to
continue coverage for themselves and their dependents until the retiree attains the Medicare eligible age. In
order to obtain coverage, retired employees must provide payment equal to the premium determined for the
purpose of COBRA.
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Other post employment benefits (OPEBs) (Cont’d.)
Plan description (Cont’d.)
Retiree’s premiums are less than the District’s actual cost to provide health care coverage to retirees. The
premium amount retirees pay is a blended rate for covering both active and retired Plan members. The fact
that the blended rate that retirees pay is less than the cost of covering retired members and their dependents
results in what is known as an “implicit rate subsidy,” which creates an additional cost to the District.
Participant information
Active participants
Vested former members
Retired participants

247
0
21
268

Funding policy
The District funds Plan liabilities on a “pay-as-you-go” basis, and has not established an OPEB trust fund to
accumulate assets to fund Plan obligations. The District has no statutory or contractual obligation to fund the
Plan and would only do so at the District’s discretion.
Annual OPEB cost and net OPEB obligation
The annual OPEB cost (expense) is calculated based on the actuarially determined annual required
contribution (ARC) of the District. The ARC represents a funding level that if paid on an ongoing basis is
projected to cover normal cost each year and amortize any unfunded actuarial accrued liability (UAAL) over 7
years.
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Other post employment benefits (OPEBs) (Cont’d.)
Annual OPEB cost and net OPEB obligation (Cont’d.)
Components of the annual OPEB cost, the amount contributed to the Plan, and changes in the net OPEB
obligation are as follows:
District normal cost
Amortization of unfunded actuarial accrued liability
Annual required contribution
Interest on the net OPEB obligation
Adjustment to the ARC
Annual OPEB cost
Contributions made to the plan
Increase in net OPEB obligation
Net OPEB obligation - beginning

$

83,268
211,020
294,288
35,651
(108,993)
220,946
(98,926)
122,020
792,246

Net OPEB obligation - ending

$

914,266

The percentage of annual OPEB cost contributed was as follows:
Annual
OPEB Cost

Year ended
June 2017

$

Percentage of
Annual OPEB
Cost Contributed

220,946

44.77%

Net OPEB
Obligation
$

914,266

Funding status and funding progress
The District’s actuarial accrued liability (AAL) for OPEBs as of July 2016 was $ 1,533,860. There are no Plan
assets, thus, the entire amount is unfunded. The District does not have any current plans to fund the AAL.

Actuarial
Valuation
Date
July 2016

Actuarial
Value of
Assets
$

-

Actuarial
Accrued
Liability
(AAL)

Unfunded
AAL

$ 1,533,860

$ 1,533,860
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Funded
Ratio
0.00%

Covered
Payroll

UAAL as
a % of
Covered
Payroll

$ 13,510,070

11.35%
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Other post employment benefits (OPEBs) (Cont’d.)
Actuarial assumptions and methods
Actuarial assumptions and methods used in the July 2016 actuarial valuation include the following:
Interest rate
General inflation rate
Health care cost trend rate

Actuarial cost method
Amortization (blended)

4.50%
2.50%
6.50% in 2016 decreasing by 0.5% per year to 6.0% in
2017. Rates gradually decrease from 5.4% in 2021 to
3.8% in 2075 and later.
Benefits are allocated on a level basis over the earnings of
an individual from date of hire to assumed retirement date
Active employees over expected future service period, and
retirees over expected future payment period

Actuarial evaluations on an ongoing basis involve estimates of the reported amounts and assumptions about
the probability of events far into the future. Examples include assumptions about future employment,
mortality, and the healthcare cost trend. Actuarially determined amounts are subject to continual revision as
actual results are compared to past expectations and new estimates are made about the future.
Projections of benefits are based on the types of benefits provided under the plan at the time of each
valuation and on the pattern of sharing of benefit costs between the District and plan members to that point in
time.
Actuarial calculations reflect a long-term perspective, and consistent with that perspective, actuarial methods
and assumptions used include techniques that are designed to reduce short-term volatility in accrued
liabilities.
The required schedule of funding progress in the other required supplementary information (ORSI)
immediately following the notes to financial statements, presents multi-year trend information about whether
the actuarial value of Plan assets is increasing or decreasing over time relative to the actuarial accrued
liability for benefits. However, because the District maintains no Plan assets, information relative to Plan asset
disclosures is not applicable.
PSERS health insurance premium assistance
While PSERS is primarily responsible for administering a defined benefit pension plan, it also administers its
Health Insurance Premium Assistance Program (Premium Assistance). Under this program, employer contribution
rates for Premium Assistance are established to provide reserves in its Health Insurance Account that are
sufficient for the payment of Premium Assistance benefits for each succeeding year.
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LONG-TERM LIABILITIES (Cont’d.)
PSERS health insurance premium assistance (Cont’d.)
The contribution rate for employers used to fund Premium Assistance was .83% for the year ended June 2017.
Contributions to the Premium Assistance plan for the District were $ 119,291 for the year ended June 2017. This
is in addition to the 29.20% employer contribution rate for the pension plan.
Pension liabilities, pension expense, and deferred outflows of resources and deferred inflows of
resources related to pensions
At June 30, 2017, the District reported a liability of $ 55,256,862 for its proportionate share of the net pension
liability. The net pension liability was measured as of June 30, 2016, and the total pension liability used to
calculate the net pension liability was determined by rolling forward the System’s total pension liability as of June
30, 2015 to June 30, 2016. The District’s proportion of the net pension liability was calculated utilizing the
employer’s one-year reported covered payroll as it relates to the total one-year reported covered payroll. At June
30, 2016, the District’s proportion was .1115%, which was an increase of .0022 from its proportion measured as
of June 30, 2015.
For the year ended June 30, 2017, the District recognized pension expense of $ 5,368,957. At June 30, 2017, the
District reported deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:
Deferred
Deferred
Outflows
Inflows
of Resources
of Resources
Difference between expected and actual experience
Change in assumptions
Net difference between projected and actual investment earnings
Changes in proportions
Difference between employer contributions and proportionate
share of total contributions
Contributions subsequent to the measurement date

$

1,994,617
3,079,708
843,377
119,483
4,196,757

$ 10,233,942
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460,279
1,042,484
-

$

1,502,763
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LONG-TERM LIABILITIES (Cont’d.)
Pension liabilities, pension expense, and deferred outflows of resources and deferred inflows of
resources related to pensions (Cont’d.)
In the year ended June 30, 2017, $ 4,196,757 was reported as deferred outflows of resources related to pensions
resulting from District contributions subsequent to the measurement date will be recognized as a reduction of the
net pension liability. Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense for the year ended June 30 as follows:
2017
2018
2019
2020

$

621,000
621,000
1,822,000
1,352,000

Changes in actuarial assumptions
The total pension liability as of June 30, 2016 was determined by rolling forward the System’s total pension
liability as of the June 30, 2015 to June 30, 2016 using the following actuarial assumptions, applied to all
periods included in the measurement:
Changes in assumptions used in measurement of the total pension liability beginning June 30, 2016:
• The Investment Rate of Return was adjusted from 7.50% to 7.25%.
• The inflation assumption was decreased from 3.0% to 2.75%.
• Salary growth changed from an effective average of 5.50%, which was comprised of inflation of
3.00%, real wage growth and for merit or seniority increases of 2.50%, to an effective average of
5.00%, comprised of inflation of 2.75% and 2.25% for real wage growth and for merit or seniority
increases.
• Mortality rates were modified from the RP-2000 Combined Healthy Annuitant Tables (male and
female) with age set back 3 years for both males and females to the RP-2014 Mortality Tables for
Males and Females, adjusted to reflect PSERS’ experience and projected using a modified version of
the MP-2015 Mortality Improvement Scale. For disabled annuitants the RP-2000 Combined Disabled
Tables (male and female) with age set back 7 years for males and 3 years for females to the RP2014 Mortality Tables for Males and Females, adjusted to reflect PSERS’ experience and projected
using a modified version of the MP-2015 Mortality Improvement Scale. The actuarial assumptions
used in the June 30, 2016 valuation were based on the experience study that was performed for the 5
year period ending June 30, 2015. The recommended assumption changes based on this experience
study were adopted by the Board at its June 10, 2016 Board meeting, and were effective beginning
with the June 30, 2016 actuarial valuation.

FS - 35

EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017
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Pension liabilities, pension expense, and deferred outflows of resources and deferred inflows of
resources related to pensions (Cont’d.)
Changes in actuarial assumptions (Cont’d.)
The long-term expected rate of return on pension plan investments 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 are 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.

The pension plan’s policy in regard to the allocation of invested plan assets is established and may be
amended by the Board. Plan assets are managed with a long-term objective of achieving and maintaining a
fully funded status for the benefits provided through the pension.
Long-Term
Target
Expected Real
Asset Class
Allocation
Rate of Return
Global public equity
Fixed income
Commodities
Absolute return
Risk parity
Infrastructure/MLPs
Real estate
Alternative investments
Cash
Financing (LIBOR)

22.5%
28.5%
8.0%
10.0%
10.0%
5.0%
12.0%
15.0%
3.0%
(14.0%)

5.3%
2.1%
2.5%
3.3%
3.9%
4.8%
4.0%
6.6%
0.2%
0.5%

100%
The above was the Board’s adopted asset allocation policy and best estimates of geometric real rates of
return for each major asset class as of June 30, 2016.
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Pension liabilities, pension expense, and deferred outflows of resources and deferred inflows of
resources related to pensions (Cont’d.)
Discount rate
The discount rate used to measure the total pension liability was 7.25%. The projection of cash flows used to
determine the discount rate assumed that contributions from plan members will be made at the current
contribution rate and that contributions from employers will be made at contractually required rates, actuarially
determined. Based on those assumptions, the pension plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit payments
to determine the total pension liability.
Sensitivity of the District’s proportionate share of the net pension liability to changes in the discount
rate
The following presents the net pension liability, calculated using the discount rate of 7.25%, as well as what
the net pension liability would be if it were calculated using a discount rate that is 1% point lower (6.25%) or
1% point higher (8.25%) than the current rate:
Current
1% Decrease Discount Rate 1% Increase
8.25%
6.25%
7.25%
District’s proportionate share of the net pension liability

$ 67,593,000 $ 55,256,000 $ 44,889,000

Pension plan fiduciary net position
Detailed information about PSERS’ fiduciary net position is available in PSERS Comprehensive Annual
Financial Report which can be found on the System’s website at www.psers.pa.gov.
OPERATING LEASES
The District leases photocopying machines and modular office buildings pursuant to various lease agreements
which are being accounted for as operating leases. There are no minimum net lease rental payments for future
periods since copier lease agreement is currently on month-to-month basis.
MANAGEMENT SERVICES
The cafeteria facilities of the District are operated by a third party vendor. Under the terms of the contract, the
vendor provides for the operation and maintenance of food services as required by law, with the policies subject
to the approval of the District. Operating costs, management fees and administrative costs are billed monthly to
the District.
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RISK MANAGEMENT
Health insurance
The District is a member of South Central Trust for processing claims and obtaining reinsurance through
commercial insurance carriers. The District has joined three other school districts and two other educational
institutions in a risk sharing pool. The premium rates charged to the District are based on 50% of the prior actual
claims of the School and 50% in the prior year actual claims experienced of the entire risk sharing pool. The pool
has reinsurance for claims in excess of $ 150,000 specific (per person). Financial statements of the trust are
provided to member districts. District transactions within the trust were as follows:
Cash balance in the trust - beginning

$

Payments from the District and its retirees
Stop loss and other reimbursements

$

Benefit claims paid by the trust
Stop loss premiums and commissions
Administrative and other fees, net of interest earned

686,126

3,798,217
47,421

3,845,638

(4,265,625)
(100,225)
(151,208)

(4,517,058)

Cash balance in the trust - ending

14,706

District accrual for health insurance benefits
Amount available for benefit claims

765,000
$

779,706

Accrual for benefit claims
Accrual for health insurance coverage on payroll payable

$

476,236
303,470

Amount available for benefit claims

$

779,706

The amount available for benefit claims was as follows:

There are various methodologies for estimating a reasonable accrual for benefit claims. District management has
selected the methodology of approximately ‘2 months of paid claims’. District management believes this
methodology provides an adequate amount for accrued claims.
Other insurance
The 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. The District maintains commercial insurance
coverage covering each of those risks of loss. Management believes such coverage is sufficient to preclude any
significant uninsured losses to the District. Settled claims have not exceeded this commercial coverage in any of
the past three fiscal years.
FS - 38

EAST PENNSBORO AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Cont’d.)
JUNE 30, 2017

RISK MANAGEMENT (Cont’d.)
Other insurance (Cont’d.)
For State unemployment compensation laws, the District is self-insured, which is a common practice for local
governmental units. Any unemployment claims are paid by the District on a quarterly basis as incurred.
For workers’ compensation insurance, approximately 80 Districts participate in a public entity risk sharing pool
(School Districts Insurance Consortium) for processing claims and obtaining reinsurance through commercial
insurance carriers. Under this plan, the District’s annual cost should not exceed standard commercial insurance
rates.
COMMITMENTS AND CONTINGENCIES
The District's collective bargaining agreement with its teaching staff expires August 2019.
In the normal course of business, the District is subject to legal disputes and claims. The District does not
anticipate any material losses from any pending or threatened litigation.
In the normal course of preparing for the subsequent school year, the District has awarded bids for various
supplies, fuel contracts, etc. No major commitments in excess of routine requirements have been made by the
District.
The District participates in state and federal grant programs which are governed by various rules and regulations.
Expenditures charged to these grant programs are subject to program compliance audits and reviews by the
grantor agencies. The District is potentially liable for any expenditures which may be disallowed by the rules of
these grant programs. The District does not anticipate any material disallowance of program expenditures. The
District is also audited by the State’s Department of the Auditor General. Findings, if any, from these audits could
result in the repayment of funds, or receipt of additional funds.
COMMITTED FUND BALANCE
Committed amounts of fund balance of the General Fund are as follows:
Pension plan rate increases
Health insurance
Technology
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5,200,000
1,000,000
470,000

$

6,670,000
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SUBSEQUENT EVENTS
At their January 2018 meeting, the School Board approved a reconfiguration of the District schools to move 5th
grade out of the Middle School and make both elementary schools K-5 grade alignment in conjunction with the
District’s feasibility study recently completed. In addition, the Board approved proceeding with the Feasibility
Committee’s recommendations in implementing the reconfiguration and recognizing the priority of both
Elementary and Middle School Mechanical, Electrical and Plumbing (MEP) systems with a total cost projection of
$ 50,000,000.
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Budgeted Amounts
Original
Final
Revenues
Local sources - taxes
Local sources - other
State sources
Federal sources
Total revenues

$

Expenditures
Regular programs
Special programs
Vocational programs
Other instructional programs
Community college programs
Pupil personnel
Instructional staff
Administration
Pupil health
Business
Operation and maintenance of plant
Student transportation
Central services
Other support services
Student activities
Community services
Capital outlay
Debt service (principal and interest)
Total expenditures

26,312,546
733,394
12,067,552
372,627
39,486,119

$

17,845,080
5,987,666
396,834
105,074
170,000
996,530
933,101
2,581,222
477,399
711,002
2,490,635
1,620,659
584,940
31,350
904,553
12,000
300,000
3,589,200
39,737,245

26,312,546
733,394
12,067,552
372,627
39,486,119

Actual Amount
$

17,959,198
6,079,611
396,834
13,129
170,000
1,131,719
834,301
2,272,322
374,429
414,002
2,900,135
1,693,104
730,679
31,350
714,553
12,000
602,679
3,407,200
39,737,245

26,879,224
1,036,046
11,877,527
379,676
40,172,473

Favorable (Unfavorable) Variance
Original Budget
Final Budget
to Actual Amount
to Actual Amount
$

18,069,629
6,179,447
396,834
2,647
170,000
1,142,229
846,277
2,282,960
370,551
415,256
2,900,135
1,693,103
734,483
30,783
713,468
11,962
602,649
3,406,256
39,968,669

566,678
302,652
(190,025)
7,049
686,354

$

566,678
302,652
(190,025)
7,049
686,354

(224,549)
(191,781)
102,427
(145,699)
86,824
298,262
106,848
295,746
(409,500)
(72,444)
(149,543)
567
191,085
38
(302,649)
182,944
(231,424)

(110,431)
(99,836)
10,482
(10,510)
(11,976)
(10,638)
3,878
(1,254)
1
(3,804)
567
1,085
38
30
944
(231,424)

Excess (deficiency) of revenues over expenditures

(251,126)

(251,126)

203,804

454,930

454,930

Other financing sources (uses)
Transfers to other funds
Budgetary reserve
Net change in fund balances

(25,000)
(276,126)

(25,000)
(276,126)

(270,810)
(67,006)

(245,810)
209,120

(245,810)
209,120

877,888

877,888

Fund balance - beginning
Fund balance - ending

8,847,611
$

8,571,485

ORSI - 1

8,847,611
$

8,571,485

9,725,499
$

9,658,493

$

1,087,008

$

1,087,008
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HEALTH CARE BENEFITS
SCHEDULE OF FUNDING PROGRESS

Actuarial
Valuation
Date
July 2016
July 2014
July 2012

Actuarial
Value of
Assets
$

-

Actuarial
Accrued
Liability
(AAL)

Unfunded
AAL

$ 1,533,860
1,288,657
1,151,886

$ 1,533,860
1,288,657
1,151,886

Funded
Ratio
0.00%
0.00%
0.00%

Covered
Payroll

UAAL as
a % of
Covered
Payroll

$ 13,510,070
13,061,691
14,176,212

11.35%
9.87%
8.13%

The District is required to have an actuarial valuation at least biennially (every 2 years). If the plan experiences
significant changes, a new actuarial valuation should be performed rather than waiting for the next scheduled
valuation date.
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EAST PENNSBORO AREA SCHOOL DISTRICT
SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE
OF THE NET PENSION LIABILITY
LAST 10 FISCAL YEARS*

Year
Ended
June 30, 2017
June 30, 2016
June 30, 2015

District
Proportion of
the Net Pension
Liability
0.1115%
0.1093%
0.1090%

District
Proportionate
Share of the Net
Pension Liability
$

55,256,862
47,343,202
43,142,982

District's
Covered
Employee
Payroll
$

14,443,168
14,061,243
13,906,300

District
Net Pension
Liability as a
Percentage of
Covered Payroll

Plan
Fiduciary
Net Position as a
Percentage of
Total Pension
Liability

382.58%
336.69%
310.24%

* The amounts presented for each fiscal year were determined as of the measurement date of June 30 of the year prior to the fiscal year presented.
This schedule is presented to illustrate the requirement to show information for 10 years. However, GASB 68 was implemented in fiscal year ending
June 30, 2015, and, until a full 10-year trend is compiled, the District has only presented information for the years in which information is available.
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50.14%
54.36%
57.24%

EAST PENNSBORO AREA SCHOOL DISTRICT
SCHEDULE OF DISTRICT PENSION CONTRIBUTIONS
LAST 10 FISCAL YEARS*

Statutorily
Required
Contribution

Year
Ended
June 30, 2017
June 30, 2016
June 30, 2015

$

4,196,757
3,599,291
2,904,343

Actual
Employer
Contribution
$

4,196,757
3,599,291
2,904,343

District's
Covered
Member
Payroll

Contribution
Excess/
(Deficiency)
$

-

$

Contributions
as a
Percentage of
Covered
Payroll

14,372,455
14,397,164
14,167,525

* The amounts presented for each fiscal year were determined as of the measurement date of June 30 of the year prior to the fiscal year presented.
This schedule is presented to illustrate the requirement to show information for 10 years. However, GASB 68 was implemented in fiscal year ending
June 30, 2015, and, until a full 10-year trend is compiled, the District has only presented information for the years in which information is available.
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29.20%
25.00%
20.50%

