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Zelenkofske Axelrod LLC

Independent Auditor's Report

Members of the Board
Brownsville Area School District
Brownsville, 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 aggregate remaining fund information of the
BROWNSVILLE AREA SCHOOL DISTRICT as of and for the year ended June 30, 2013, and the
related notes to the financial statements, which collectively comprise the BROWNSVILLE AREA
SCHOOL 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 auditors
judgment, including the assessment of the risks of material misstatement of the financial
staternents, whether due to fraud or error. |n making those risk assessments, the auditor
considers internal control relevant fo the entity's preparation and fair presentation of the financial
statements in order o 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 opinians.

Harrisburg Lehigh Valley Philadelphia Piitsburgh
830 Sir Thomas Court, Sutte 100 1101 West Hamilton Street 2370 York Road, Suife A-5 3800 McKright E. Drive, Suite 3805
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Zelenkofske Axelrod LLC

Members of the Board
Brownsville Area School District
Page 2

Opinions

in our opinion the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business type activities, each
major fund, and the aggregate remaining fund information for the BROWNSVILLE AREA
SCHOOL DISTRICT as of June 30, 2013, and the respective changes in the financial position
and cash flows, where applicable, thereof for the year endad in confermity with the accounting
principles generally accepted in the United States of America.

Adoption of GASB Statemenis

As described in Note 1 to the financial statements, in 2013 the BROWNSVILLE AREA SCHOOL
DISTRICT adopted new guidance, GASB Statement No. 80, “Accounting and Financial Reporting
for Service Concession Arrangements’, GASB Statement No. 681, The Financial reporting Entity:
Omnibus- an Amendment to GASB stafements No, 14 and No.34" Statement No. 62,
“Codification of Accounting and Financial Reporting Contained in Pre-November 30, 1989 FASB
and AICPA Pronouncements”, Statement No. 63, "Financial Reporting of Deferred Cutflows of
Resources, Deferred Inflows of Resources, and Net Position”. Our opinion is not modified with
respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, schedule of funding progress, and budgetary comparison
information on pages 4 through 10 and 54 through 55 be presented to supplement the basic
financial statements. Such infarmation, 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 fo 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 o express an opinion or provide any assurance.



Zelenkofske Axelrod LLC

Members of the Board
Brownsville Area School District
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Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the BROWNSVILLE AREA SCHOOL DISTRICT's financial statements as a
whole. The nonmajor fund financial statements on pages 57 through 58 are presented for
purposes of additional analysis and are not a required part of the financial statements.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 8, 2014 on our consideration of the BROWNSVILLE AREA SCHOOL DISTRICT's
internal control over financial repeorting and on our tests of its compliance with certain provisions
of laws, regulations, coniracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of intermal conirol over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

ZELENKOFSKE AXELROD LLC

January 9, 2014
Pittsburgh, Pennsylvania
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Brownsville Area School District

Management's Discussion and Analysis
June 30, 2013

The discussion and analysis of the Brownsville Area School District’s (the School District)
financial performance provides an overall review of the Schoo! District’s financial activities for the
fiscal year ended June 30, 2013. The intent of this discussion and analysis is to review the
School District's financial performance as a whole. Readers should also review the notes to the
basic financial statements to help their understanding of the School District’s financial position.

FINANCIAL HIGHLIGHTS

The trends indicated that for the fiscal year 2012-2013 the School District would experience
continued increases in pension, health care, special education and transpertation costs. There
are required increases in the Public School Employees' Retirement Sysiem (PSERS) rate as the
system carries a large unfunded liability. The anticipated increase in the employer portion of the
retirement rate, which is shared between the state and the school district, are projected to
increase from the current rate of 12.36% to 30.14% over the next six years. The district will
continue to actively monitor and control its costs.

The School District reached agreement with the teachers union in January 2013 which expires on
August 31, 2015. The School District also reached agreement with the Support staff union in
November 2013 with this agreement expiring on June 30, 2018.

OVERVIEW OF FINANCIAL STATEMENTS

Government-Wide Financial Statements

The government-wide financial statements report information about the School District generally
using accounting methods similar to those used by private sector companies. The statement of
net position includes all of the government's assets and liabilities. Ail of the current year's
revenues and expenses are accounted for in the statement of activities regardless of when cash
is received or paid.

The two government-wide financial statements report the School District's net position and how
they have changed. Net position, the School District's assets less the School District's liabilities,
are one way to measure the School District's financial position.

Over time, increases or decreases in the School District's net position are an indication of
whether its financial position is improving or detericrating.

To assess the overall health of the School District, you need to consider additional non-financial
factors, such as changes in the School District's population, change in the tax base, and
performance of students.
The government-wide financial statements of the School District are divided into two categories.
1. Governmental activities — All of the School District’s basic services are included here,
such as instruction, support services, and community services. Property taxes and state
and federal subsidies and grants finance most of these activities.

2. Business-type acfivities — The School District cperates a food service and charges fees
to staff, students, and visitors to help cover costs of the food services operation.

Fund Financial Siatements

The School District's fund financial statements provide detailed information about the most
significant funds, not the School Disfrict as a whole. Some funds are required by state law and by
bond requirements.
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Brownsville Area School District
Management's Discussion and Analysis (Continued)
June 30, 2013

Governmental Funds — Most of the School District's activities are reported in governmental
funds, which focus on the determination of financial position and/or change in financial position,
not on income determination. They are reported on a modified accrual basis of accounting, which
measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the School District's
operations and the services it provides. Governmental fund information helps the reviewer
determine whether there are more or fewer financial resources that can be spent in the near
future to finance the School District programs. The relationship {or differences} between
governmental activities (reported in the statement of net position and the statement of activities)
and governmental funds is reconciled in the financial statements.

Proprietary Fund — This fund is used to account for the School District's activities that are similar
to private business operations or where the reporting is on determining net income, financial
position, change in financial position, and the significant portion of funding through user charges.
When the School District charges customers for services it provides, whether to outside
customers or other units in the School District, these services are generally reported as
proprietary funds. The food-service fund is the School District’s proprietary fund and is the same
as the business-type activities that is reported in the government-wide statements but provides
more detail and additional information such as cash flow.

Fiduciary Fund — The School District is trustee, or fiduciary, for certain student activity funds. All
of the School District's fiduciary activities are reported in separate statements of fiduciary net
position. These activities are excluded from the School District's other financial statements
because the School District cannot use these assets to finance the School District's operations.
FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT

The School District's total net position was a deficit of $3,960,408 at June 30, 2013.

Condensed Statement of Net Position Fiscal Years Ended June 30,
Governmental Business-Type

Activities Activities 2013 Total 2012 Total
Current and other assets $ 13454619 % 83,875 3 13,538,494 $ 12,833,018
Capital assets 17,410,570 33,267 17,443,837 18,013,610
Total Assets $ 30865189 % 117,142 § 30,982,331 $ 30,846,628
Current and other liabilities 2,253,567 679,182 2,932,749 2,585,048
Long-term liabilities 31,976,322 - 31,976,322 33,053,641
Total liabilities 34,229,889 679,182 34,509,071 35,638,689
Net Position:
Net Investment in Capital
Assets (11,812,792) 33,267 (11,779,525) (11,406,179)
Restricted for Program
purposes 7,983,369 - 7,983,369 8,193,093
Unrestricted 394,723 {658,975) (164,252) (1,578,675)

Total Net Position $ (3434700) $ {525,708) § (3,960,408) $ (4,791.761)
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Brownsville Area School District
Management's Discussion and Analysis (Continued)
June 30, 2013

Most of the School District's net position are invested in capital assets (buildings, land, and
equipment). The remaining unrestricted net position are a combination of designated and
undesignated amounts. The designated balances are amounts set aside to fund future
purchases or capital projects as planned by the Scheol District.

The results of this year's operations as a whole are reported in the Statement of Activities. All
expenses are reported in the first column. Specific charges, grants, revenues, and subsidies that
directly relate to specific expense categories are represenied to determine the final amount of the
School District's activities that are supported by other general revenues. The two largest general
revenues are the Basic Education Subsidy provided by the State of Pennsyivania and the local
taxes assessed to community taxpayers.

The next table takes the information from that Statement, rearranges it slightly, so you can see
our total revenues for the year.

Changes in Net Position

Fiscal Years Ended June 30, 2013

Gowernmental  Business-Type
Activities Activities 2013 Total 2012 Total

Revenues:

Charges for Senices 3 98,304 $ 271,988 $ 370,202 % 458,501

Operating grants and contributions 6,719,395 803,013 7,522,408 8,304,089
General revenues:

Taxes 5,897,553 - 5,897,553 5,028,116

Unrestricted grants, subsidies, and

contributions 11,618,273 - 11,618,273 11,618,273

Investment earnings 80,459 1 80,460 11,510

Sale of Asset 672 - 672 -

Miscellaneous 84,965 - 84 965 42 914

Total Revenues 24,499,621 1,075,002 25,574,623 26,363,383

Expenses:

Instruction 14,465,699 - 14,465,699 14,642,025

Support 6,956,438 - 6,956,438 7,007,655

Noninstructional senices 612,552 - 612,552 207,141

Miscellaneous 44 050 - 44 050 16,363

interest on long-term debt 1,467,125 - 1,467,125 1,622,323

Food senices - 1,197,406 1,197,406 1,117,750

Total expenses 23,545,864 1,197,406 24,743,270 24,513,257

Change in Net Position $ 953,757 $ (122.404) $ 831.353 $ 1,850,126
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Brownsville Area School District
Management's Discussion and Analysis (Continued)
June 30, 2013

GENERAL FUND BUDGET

For the 2012-2013 fiscal year, the administration did not authorize revisions to the original
budget. A schedule showing the School District's budgset amounts compared with amounts
actually paid and received is provided on Page 54 in the required supplemental information.

CAPTIAL ASSET AND DEBT ACTIVITY

At June 30, 2013, the School District's governmental activities were invested in a broad range of
capital assets, including land, site improvement, building, and furniture/eguipment.

Capital Assets {Net of Building and Vehicles/ June 30,2013 June 30,2012
Depreciation) Land Improvements Eguipment Total Total

Governmental activities § 701,440 § 16,049,996 $ 669,134 § 17410570 $ 17977215

Business-type activities $ - 3 - $ 33,267 $ 33,267 $

See financial statement Note 3D.

36,395
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Brownsville Area School District
Management's Discussion and Analysis {Continued)
June 30, 2013

DEBT ACTIVITY

As of July 1, 2012, the Schooli District had fotal outstanding principal of $33,420,000. During the
year, the School District made payments against principal of $1,175,170 and additions of
$519,400 resulting in ending outstanding debt as of June 30, 2013, of $32,764,230. Future debt
service payment, including principal and interest, will be approximately $2.5 million per year.

Cutstanding Debt
June 30, 2013

Beginning Ending Amounts Due
Balance Additions Retirements Balance Within One Year

Series 2003 $ 2,145,000.00 $ - $ {325,000) 1,820,000 §% 320,000
Series 2005 9,035,000 - (145,000) 8,890,000 155,000
Series 2006 8,805,000 - (25,000) 8,780,000 25,000
Series 2007 8,425,000 - (35,000) 8,390,000 40,000
Series 2008 505,000 - {134,500) 370,500 143,000
Series 2009 880,000 - {100,000) 780,000 100,000
Series A of 2009 3,625,000 - (320,000) 3,235,000 400,000
Fayette County
Vocational School
Revenue Bonds,
Series 2012 - 519,400 (20,670) 498 730 21,200

Total $ 33,420,000 $ 519400 $ (1,175170) $ 32,764,230 3% 1,204,200

Other obligations include accrued vacation pay and sick leave for specific employees of the
School District. See financial statement note 3E.

GOVERNMENTAL FUND REVENUES

Governmental fund revenues by source at June 30, 2013 and 2012 were as follows:

2013 012
Revenues:

Lacal sources $ 6,390,567 $ 6,199,212
State revenue sources 16,218,195 16,068,640
Federal revenue sources 1,783,870 2,704,252
Issuance of new debt 519,400 -
Sale of Fixed Asset 672 -

Total revenues $24,910,704 $24,972,104
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Brownsville Area School District

Management’s Discussion and Analysis (Continued)
June 30, 2013

There are several factors relating to increases/decreases in revenues from 2013 to 2012, Tax
revenue increased from increases in assessed values and new properties coming into the tax
rolls. The issuance of new debt increased revenues for 2013. Grant revenues fluctuated due to
ending of the federal stimulus program and an increase in the basic education subsidy from the
state.

GOVERNMENTAL FUND EXPENDITURES

Governmental fund expenditures by function at June 30, 2013 and 2012 were as follows:

2013 2012
Expenditures:

Instruction $13,493,771 $13,852,543
Support services 7,266,975 7,088,590
Noninstructional services 801,181 310,155
Debt Service 2,626,218 2,525,600
Miscellanecus 44 050 16,363
Contribution to Fayette County

Vocational School 519,400 -
Total expenditures 324,451,595 $23,793,251

The increase in expenditures was mostly due to the contribution to the Fayette County Vocational
School.
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Brownsville Area School District
Management's Discussion and Analysis {Continued)
June 30, 2013

GOVERNMENTAL FUND BALANCES AND PROPRIETARY FUND NET POSITION

Ending balances for governmental funds and net position for proprietary funds at June 30, 2013
and 2012 were as follows:

2013 2012 2013 2012
Governmental Governmenfal Proprietary Proprietary

Fund Funds Funds Funds Funds
General Fund $ 2,749,291 $ 2,080,458 $ - $ -
Construction Fund 7,913,343 8,088,289 - -
Other Governmental Funds 70,026 104,804 - -
Cafeieria Fund - - {525,708) (403,304)
Total $ 10,732,660 $ 10,273,551 $ (525,708) $ (403,304)

The increase in fund balance is due to a tax increase and an effort to lower expenditures. The
decrease in the Cafeteria Fund is due to an increase in expenditures and a decrease in revenue
for the cafeteria program.

ECONOMIC FACTORS AND NEW YEAR'S BUDGET
The School District does not expect significant growth in enrollment in the near future.

As a result of slow post economic recession growth, it is anticipated that there will be flat state
funding available for school districts in the future. Coupled with anticipated increases in retirement
contributions, special education and transportation the district has instituted an initiative to control
expenditures. As a result of cuts in state funding the district was again faced with tough decisions
at budget time. The district continues to closely monitor its expenditures in order to achieve its
goal of no increase in local revenue in order to balance the budget. For the 2013-2014 schooal
year reductions were made to staffing through attrition and not filling the vacated positions and
through the furiough of personnel. Other reductions were accomplished without affecting our
education programs.

The budget for the 2013-2014 is $25,156,642, an increase of $637,322, and does not include any
tax increases, but rather an increase in the millage rate for Washington County as a result of the
Multi-County Rebalancing calculation which is based on Market Value. The millage for 2013-2014
is 16.57 mills for Fayette County and 91.23 mills for Washington County, an increase of 4.76 mills
for Washington County.

CONTACTING THE SCHOOL DISTRICT’S FINANCIAL MANAGEMENT

The financial report is designed to provide a general overview of the School District's finances,
comply with finance related laws and regulations, and demonstrate the School District's
commitment to public accountability. If you have any questions about this report or would like
additional information, contact the School District’'s Business Office at the Brownsville Area
School District, 5 Falcon Drive, Brownsville, Pennsylvania, 15417,
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STATEMENT OF NET POSITION
JUNE 30, 2013

Primary Government

Page 11

Governmental Business-type
Activities Activities Total
Assets
Cash and Cash Equivalents % 3,488,921 $ 10,855 % 3,499,876
Investments 7,450,560 - 7,450,560
Accounts Receivable 428,900 - 428,900
Taxes Receivable 1,296,724 - 1,296,724
Due From Other Governments 287,410 72,581 359,991
Prepaid Assets 21,424 - 21,424
Deferred Issuance Costs on Bonds, Net 480,680 - 480,680
inventory - 339 339
Capital Assets: {Net)
Depreciable 16,709,130 33,267 16,742,397
Non-depreciable 701,440 - 701,440
Total Assets $ 30,865,189 % 117,142 § 30,982,331
Liabilities
Current Liabilities:
Accounts Payable 3 389,410 % 22887 % 412,297
Accured Expenses 1,167,925 - 1,167,925
Internal Balances (633,484) 633,404 -
Accrued Interest Payable on Debt 174,812 - 174,812
Uneamned Revenues 20,714 22,801 43515
Current Portions of Long-Term Liabilities:
Loans and Notes Payable 1,204,200 - 1,204,200
Non-Current Portions of Long-Term Liabilities:
Loans and Notes Payable 31,034,622 - 31,034,622
Unfunded other postemployment benefits 631,435 631,435
Compensated Absences 310,265 - 310,265
Total Liabilities 34,209,889 679,182 34,979,071
Net Position
Net Investment in Capital Assets (11,812,792} 33,267 (11,779,525}
Restricted Net Position
Program Purposes 7,983,369 - 7,983,369
Unrestricted 394,723 (5658,975) (164,252)
Total Net Position $ (3,434,700) § (525,708) $ (3,960,408)

The accompanying notes are an intagral part of the financial statements.
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BROWRNSVILLE AREA SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2013

Total Nonmajor Total
Governmental Governmental
General Fund Construction Funds Funds
Assets
Cash and cash equivalents 3 3,290,851 § 115,633 § 82,537 $ 3,488,921
investments - 7,450,560 “ 7,450,560
Receivables:
Taxes 1,296,724 - - 1,286,724
Other governmental grants 287,410 - - 287,410
Other 428,900 - - 428,900
Due from other funds 633,494 347,250 - 980,744
Prepaid assets 21,424 - - 21,424
Total assets 5,858,803 7,913,343 82,537 13,954,683
Liabilities
Accounts Payable 376,899 - 12,511 380,410
Accrued liabilittes 1,167,925 - - 1,167,925
Due to other funds 347,250 - - 347 250
Deferred revenues 1,317,438 - - 1,317,438
Total liabilities 3,209,512 - 12,511 3,222,023
Fund Balances
Nonspendable 21,424 - - 21,424
Restricted - 7,913,343 70,026 7,983,368
Unassigned 2,727 B&7 - - 2,727 867
Total fund balances 2,749,291 7,913,343 70,026 10,732,660
Total liabilities and fund balances $ 5,958,803 3 7,913,343 § 82,537 § 13,954,683

The accompanying notes are in integral part of the financial statements.
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BROWNSVILLE AREA SCHOOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
JUNE 30, 2013

Amountis reported for governmental activities in the Statement
of Net Position are different because:

Total fund balances of governmental funds $ 10,732,660

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported in
the funds. The cost of the assets is $33,073,814 and the
accumulated depreciation is $15,663,244. 17,410,570

Property taxes receivable will be collected, but are not
available soon anough to pay for current year's
expenditures, and therefore are deferred in the
Governmental Funds. 1,296,724

Bond Premium and issuance costs are deferred and
amortized in the Statement of Activities. These costs
were reported in full in the Funds when the debt was
first issued, whereas these amounis are deferred and
amertized in the Statement of Activities. 480,680

Unfunded other posiemployment benefits are not
reported in the Governmental Funds. {631,435)

Long-term liabilities such as Debt, Accrued Interest, and
Compensated Absences are not due and payable in the
current period and accordingly are not reported as fund
liabilites. Both current and long-term liabilities are
reported in the Statement of Net Position.

Long-term Debt $ (32,764,230)

Unamartized loss on debt refundings 525,408

Accrued interest {(174,812)

Compensated absences (310,265) (32,723,899)
Total net position of governmental activities 3 {3,434,700)

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



STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BROWNSVILLE AREA SCHOOL DISTRICT

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2013
Total Nonmajor Total
Governmental Governmental
General Fund Consfruction Funds Funds
Revenues
Local Revenue Sources $ 8313112 & 77419 % B 5 5,390,567
State Revenue Sources 16,216,195 - - 16,218,185
Federal Revenue Sources 1,783,870 - - 1,783,870
Total Revenues 24,313,177 77.419 36 24,390,632
Expenditures
Current operating:
Instruction 43,493,771 - - 13,483,771
Support Services 7,247,336 - 19,639 7,266,975
Noninstructional Services 377 691 208,315 15,175 601,181
Miscellaneous - 44,050 - 44,050
Debt service
Principal 1,175,170 - - 1,475,170
Interest 1,351,048 - - 1,351,048
Total Expenditures 23,645,016 252 365 34,814 23,832,195
Excess (deficiency) of revenues
over expenditures 668,161 (174,846) (34,778) 458,437
Other financing sources (uses)
Sale of Fixed Assels 672 - - 672
Proceeds from long term debi 519,400 - - 519,400
Contribution to Fayette County
Vocational School {619,400) - - (519,400)
Total other financing
sources (uses) 572 - - 672
Net change in fund balance 668,833 (174,946} (34,778) 459,109
Fund balance, beginning of year 2,080,458 8,088,280 104,804 10,273,551
Fund balance, end of year § 2,749,201 § 7,813,343 $ 70,026 10,732,660

The accompanying notes are in integral part of the financial statements.
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BROWNSVILLE AREA SCHOCL BISTRICT
RECONCILATION OF STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIMITIES
FOR THE YEAR ENDED JUNE 30, 2013

Amounts reported for governmental activities in the Statement of Activities are different
because:

Net Change in fund balances - total governmental funds & 459,109

Governmental funds report capital outlays as expenditures. However, in the statement of
aclivities the cost of those assels is allocated over the estimated useful lives and
reported as depreciation expense. This is the amount by which capital ocuflays exceaded
depreciation expense in the current period.

Capital outlays 162,568
Deprecialion expense {729,213} (566.645)

Payments of long-term debt and certain expenditures of debt issuance are expensed
when paid in the Governmental Funds, but are amortized or recorded as a reduction of
long ferm liabilifies in the Stalement of Net Position.

Debt principal repayments 1,175,170

New debl issued during current yaar {519,400)

Change in accrued interest 293

Amortization of loss on debt refundings (46,734)

Amortization of bond discount and issuance cosis (69.636) 539,693
Governmental funds do not report the changes in compensated absences: 308,569
Governmental Funds do not repert the change in Other postemployment benefit liability. 14,714

Real estate taxes reported in the funds include receipt of prior year delinguent taxes and
do not include revenue attributable to the current year's delinguent tax receivable, This
amount is the net effect of these differences.

Current year 1,296,724
Prior year (1,188,407) 108,317
Changes in net position of governmental activilies $ 953,757

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



BROWNSVILLE AREA SCHOOL DISTRICT

Assets

STATEMENT OF NET POSITION
PROPRIETARY FUND
JUNE 30, 2013

Current Assets:
Cash and cash equivalents
Due from other governments
Inventories
Other current assets

Total current assets

Noncurrent assets:
Capital Asseis (net of accumutated
depreciation of $121,057)

Total noncurrent assets

Total assets

Liabilities

Current liabilities:

Accounts payable
Unearned revenue

Due to other funds

Total current liabilities

Total liabilities

Net Position

Net Invesiment in Capital Assets
Unrestricted

Total net position {deficit)

Total liabilities and net position

The accompanying notes are an integral part of the financial statements.
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Business-Type
Activities -
Enterprise Fund

Cafeteria Fund

$ 10,965
72,5681

36,332

339

120,207

33,267

33,267

3 153,474

$ 22,887
22,801
633,494

679,182

679,182

33,267
(5655,975)

(5625,708)

$ 153,474




BROWNSVILLE AREA SCHOOL DISTRICT

PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2013

Operating Revenues
Receipts from Providing Services

Total Operating Revenues

Operating Expenses
Food Service
Depreciation and amortization
Total Operating Expenses

Operating Loss

Nonoperating Revenues (Expenses)
Interest Income
Grants

Total Nonoperating Revenues (Expenses)
Change in Net Position

Net Position - Beginning of Year

Net Position - End of Year

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

Business-Type
Activities -
Enterprise Fund

Cafeteria Fund

271,088

271,988

1,194,278
3,128

1,197,406

(925,418)

1
803,013

803,014

(122,404)

(403,304)

{525,708)




BROWNSVILLE AREA SCHOOL DISTRICT
STATEMENT OF CAGH FLOWS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2013

Cash flows from operating activities
Cash received from customers
Cash paid to employees
Cash paid to suppliers

Net cash used in operating activities

Cash flows from investing activities
Interest income

Net cash provided by investing activities

Cash flows from non-capital financing activities
Grant payments received

Net cash provided by non-capital financing activities

Net decrease in cash and cash equivalents

Beginning cash and cash equivalents
Ending cash and cash equivalents

RECONCILIATION OF OPERATING Loss TO NET CASH USED IN OPERATING
ACTIVITIES

QOperating loss
Adjustments to reconcile operating loss {o net cash used in operating activities

Depreciation and amortization
Donated goods

{Increase)} decrease in assets
Inventories
Other current assets

Increase (decrease) in liabilities
Accounts payable

Net cash used in operating activities

The accompanying notes are an integral part of the financial statements.
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Business-Type
Activities -

Enterprise Fund
_Cafeteria Fund

$ 271,849
(703,172)
(345,798)

(777,321)

690,545

690,545

(88,775)
97,730

$ 10,955

3 (925,418)

3,128
54,679

(5.517)
(339)

96,146

$ (777,321)
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BROWNSVILLE AREA SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
JUNE 30, 2013

Other
Agency Funds
Assets
Cash and Cash Equivalents $ 53,699
Total Assets $ 53,699
Liabilities

Liabilities

Funds Held in Fiduciary Capacity $ 53,699
Total Liabilities $ 53,699

The accompanying notes are an integral part of the financial statements.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

ORGANIZATION

The Brownsville Area School District (the School District} is a Third Class school
district located mostly in Fayetts County, Pennsylvania. It encompasses an area
of approximately 56 square miles and includes Brownsville Borough, Brownsville
Township, Luzerne Township, Redstone Township, and West Brownsville
Borough. West Brownsville Borough is in Washington County. Additionally, a
portion of West Brownsville Borough is in the California Area School District.

The School District provides basic educational services to approximately 2,000
students in three elementary buildings and one middie schoolfsenior high school
building. All buildings are publicly owned.

A. REPORTING ENTITY:

The Board of School Directors has governance responsibilities over all
activities related to public elementary and secondary school education within
the jurisdiction of the School District. The School District receives funding
from local, state, and federal government sources and must comply with the
concomitant requirements of these funding source entities. However, the
School District is not included in any governmental “reporting entity" since
Board members are elected by the public and have decision making
authority, the power to designate management, the responsibility to
significantly influence operations, and primary accountability for fiscal
matters. .

The School District has investigated the existence of agencies that should be
evaluated for possible inclusion in the financial statements of the School
District. The School District has determined through this investigation that
there are no agencies to be evaluated. Thus, the School District's financial
statements do not include any other agency as part of the reporting entity.

B. JOINTLY GOVERNED ORGANIZATIONS:
Intermediate Unit |

The School District is a participating member of the Intermediate Unit [ (IU I).
The 1U 1 is run by a joint commitiee consisting of members from each
participating district. No participating district appoints a majority of the joint
committee. The Board of Directors of each participating district must
approve the |U I's annual operating budget. The IU | is a self-sustaining
organization that provides services for fees to participating districts. As such,
the School District has no on-going financial interest or financial responsibility
in the IU 1. The IU | contracts with participating districts fo supply special
education services and acts as a conduit for certain federal programs.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

NOTE 1: ORGANIZATION (CONTINUED)
B. JOINTLY GOVERNED ORGANIZATIONS (CONTINUED):
Fayette County Area Vocational Technical School:

The School District is one of four member school districts of the Fayette
County Area Vocational Technical School (FCAVTS). The FCAVTS's Joint
Operating Committee is made up of three school board members from each
of the four member districts. These board members are appointed to this
position by their Beard of Directors. This committee makes business-related
decisions pertaining to the FCAVTS. No member of this commiitee
exercises specific control over the fiscal policies or operations of FCAVTS.
The FCAVTS provides vocational-technical training and education to
participating students of the member districts. The School District's share of
annual operating costs for FCAVTS fluctuates based on the number of
participating students from the School District each year.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The financial statements of the Scheool District have been prepared in
conformity with U.S. generally accepted accounting principles (GAAP) as
applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The School
District follows accounting practices prescribed by the Manual of Accounting
and Financial Reporting for Pennsylvania Public Schools, issued by the
Pennsyivania Department of Education, which are in conformity with the
above —mentioned GAAP. Following are the more significant of the School
District’s accounting policies.

A. BASIS OF PRESENTATION:

The School District’s basic financial statements consist of government-wide
financial statements, including a statement of net position and a statement of
activities, and fund financial statements which provide a more detailed level
of financial information.

1. Government-Wide Financial Statements:

The government-wide financial statements include the statement of net
position and the statement of activities and display information about the
School District as a whole. These statements include the financial activities
of the School District, except for fiduciary funds. The statements distinguish
governmental aclivities that are supported by taxes and other
intergovernmental revenues from business-type activities that are financed in
whole or in part with fees charged for services.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

A. BASIS OF PRESENTATION (CONTINUED):

1. Government-Wide Financial Statements {Continued):

The statement of net position presents the financial condition of the
governmental and business-type activities of the School District at fiscal year
end. The statement of activities demonstrates the degree to which the direct
expenses of a given function or segment are offset by program revenues.
Direct expenses are those that are clearly identifiable with a specific function.
Program revenues include (a) charges to customers or applicants who
purchase, use or directly benefit from goods, services, or privileges provided
by a given function, and (b) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function.
Intergovernmental payments and other items not properly included among
program revenues are reported as general revenues.

2. Fund Financial Statements:

Fund financial statements, which include governmental, proprietary, and
fiduciary funds, are designed to present financial information of the School
District at a more detailed level. The focus of governmental and enterprise
fund financial statements is on major funds. Each major fund is presented in
a separate column. Nen-major funds are aggregated and presented in a
single column. Fiduciary funds are reported by type.

FUND ACCOUNTING:
1. Governmental Fund Types:

During the year, the School District segregates transactions related to cerfain
School District functions or activities in separate funds in order to aid
financial management and to demonstrate legal compliance. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts
which comprise its assets, liabilities, fund balances/net position, and
revenues and expenditures or expenses, as appropriate. There are three
categories of funds: governmental, proprietary, and fiduciary. The School
District maintains the following funds:

a. General Fund:

The general fund is used to account for all financial resources, except
those required to be accounted for in another fund. The general fund
balance is available to the Scheol District for any purpose provided it is
expended or transferred according to the general laws of Pennsylvania.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUEDY):
B. FUND ACCOUNTING (CONTINUED):

1. Governmental Fund Types (Confinued):

b. Special Revenue Funds:

Special revenue funds are used to account for financial resources that
are legally restricted to expenditures for specified purposes.

Capital Project Funds:

Capital project funds are used to account for financial resources related
to general fixed asset acquisitions, construction, and improvements. The
School District accounts for its Capital Projects and Construction Funds
as Capital Projects Funds.

The Construction Fund is funded by bond proceeds and will be used for
capital projects for the School District that are allowed under the bond
indenture.

The Capital Projects Fund is used to account for financial resources
designated for major improvements and repairs to existing structures.

Permanent Funds:

Permanent funds are used to report resources that are legally restricted
to the extent that only earnings, and not principal, may be used for
purposes that support the School District's programs. The School
District accounts for its scholarship fund as a permanent fund.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
B. FUND ACCOUNTING (CONTINUED):

2. Proprietary Fund Types:

Page 25

Proprietary fund reporting focuses on the determination of operating
income, changes in net position, financial position, and cash flows. The
following is the School District's proprietary type fund:

Enterprise Fund;

The enterprise fund may be used to account for any activity for which a
fee is charged to external users for goods or services. Enterprise funds
are used to account for operations that are financed and operated in a
manner similar to private business or where the Board of School
Diractors has decided that the revenues earned, costs incurred, and net
income are necessary to management accountability. The School
District accounts for food service as an enterprise fund.

3. Fiduciary Fund Types:

Fiduciary fund reporting focuses on net position and changes in net
position. The fiduciary fund category is split into four classifications:
pension trust funds, investment frust funds, private purpose trust funds,
and agency funds. Trust funds are used to account for assets held by
the School District under a trust agreement for individuals, private
grganizations, or other governments and are not available to support the
School District's own programs. The School District has no trust funds.
Agency funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations. The School District
maintains one agency fund, the activity fund, which is used to account for
the assets which belong to various student groups.
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BROWNSVILLE AREA SCHOOQL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEDY):

C. MEASUREMENT FOCUS:

Measurement focus is commonly used to describe the types of transactions
and events that are reported in the operating statements.

1.

Government-Wide Financial Statements:

The government-wide financial statements are prepared using a flow of
economic resources measurement focus. All assets and all liabilities
associated with the operation of the School District are included on the
statement of net position. As a general rule, the effect of inter-fund
activity has been eliminated from government-wide financial statements.

Fund Financial Statements:

The governmental funds are accounted for using a flow of current
financial resources measurement focus. Accordingly, only current assets
and current liabilities are included on the governmental fund balance
sheets, and the fund balances reflect spendable or appropriable
resources. The statement of revenues, expenditures, and changes in
fund balances reflects the sources (i.e., revenues and other financing
sources) and uses (i.e., expenditures and other financing uses) of
current financial resources. This approach differs from the manner in
which the governmental activities of the government-wide financial
statements are prepared. Governmental fund financial statements,
therefore, include a reconciliation with brief explanations to better identify
the relationship between the government-wide statements and the fund
financial statements for governmental funds.

The proprietary funds are accounted for using a flow of economic
resources measurement focus, as in the government-wide financial
statements. All assets and liabilities (current and noncurrent) associated
with the operation of the funds are included on the statement of net
position. The statement of changes in revenues, expenses, and
changes in net position present increases (i.e., revenues) and decreases
(i.e., expenses) in total net position. The statement of cash flows reflects
how the School District finances and meets the cash flow needs of its
proprietary funds. Depreciation of proprietary fund equipment is charged
as expense against current operations using the straight-line method.
Accumulated depreciation is reported on the proprietary fund statement
on net position.

The fiduciary fund is also accounted for using a flow of econemic
resources measurement focus, as in the government-wide financial
statements.

The School District Reports the following major governmental funds:
The General Fund is the School District's primary operating fund. It

accounts for all financial resources of the general government, except
those required to be accounted for in another fund.
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BROWNSVILLE AREA SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEDY):

C. MEASUREMENT FOCUS (CONTINUED)

2. Fund Financial Statements (Continued).

The Construction Fund is used by the Schoo! District for major capital
projects and is funded by general obligation bonds.

D. BASIS OF ACCOUNTING:

Basis of accounting refers to when revenues and expenditures or expenses
are recognized in the accounts and reported in the financial statements,
regardless of the measurement focus.

1.

Government-Wide Financial Statemenis:

Government-wide financial statements are reported using the accrual
basis of accounting whereby revenues are recorded when earned and
expenses are recorded when the liability is incurred, regardless of the
timing of the cash flows.

2. Fund Financial Statements:

In the fund financial statements, governmental funds are reported using
the modified accrual basis of accounting and the proprietary funds are
reported using the accrual basis of accounting. With the modified
accrual basis, revenues are recognized when they are both measureable
and available. Available means collectible within the current period or
soon enough thereafter to pay current liabilities. For this purpose, the
School District generally considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded 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 recorded only when payment is due.

Major revenue sources susceptible to accrual include: property taxes,
income taxes, intergovernmental revenues, investment income, rent, and
certain miscellaneous revenues. In general, other revenues are
recognized when cash s received. In applying the susceptible to accrual
concept to intergovernmental revenues, there are essentially two types
of revenues. In one, monies must be expended on the specific purpose
or project before any amounts will be earned by the School District;
therefore, revenues are recognized based upon the expenditures
incurred. In the other, monies are virtually unrestricted and are usually
revocable only for failure to comply with prescribed compliance
requirements. These resources are reflected as revenues at the time of
receipt or earlier if the susceptible to accrual criteria are met.
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BROWNSVILLE AREA SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

E. BUDGETS AND BUDGETARY ACCOUNTING:

An operating budget is adopted each year for the general fund on a medified
accrual hasis of accounting.

The Pennsylvania Schocl Code dictates specific procedures relative to
adoption of the School District's budget and reporting of its financial
statements, specifically:

The School District is required to prepare an operating budget for the
succeeding fiscal year.

The Board of School Directors may make transfers of funds appropriated
to any particular item of expenditure by legislative action. The budget
data reflected in the combined financial statements include the original
budgeted amounts filed with the Pennsylvania Department of Education
and the final appropriation amounts passed by the Board of School
Directors during the fiscal year,

Fund balances in budgetary funds may be appropriated based on
resolutions passed by the Board of Education, which authorizes the
School District to make expenditures. Appropriations lapse at the end of
the fiscal period.

Included with the general fund budget are program budgets as prescribed by
the state and federal agencies funding the program. These budgets are
approved on a program-by-program basis by the state or federal funding
agency.

Budgets for enterprise and agency funds are not adopted.

F. ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE:

1.

Cash and Equivalents:

For purposes of the statement of cash flows, the School District
considers all highly liquid investments with a mafurity of three months or
less when purchased to be cash equivalents. Cash and cash
equivalents are carried at cost plus accrued interest, if any, which
approximates fair value.

Investments:

Investments are stated at fair value based on quoted market prices.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}:

F. ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
(CONTINUED):

3. Real Estate Taxes:

Real estate taxes are collected from property owners within the five
municipalities comprising the School District. The tax on real estate for
public school purposes for fiscal year 2013 was 16.57 mills ($16.57 per
$1,000.00 of assessed valuation) as levied by the Board of School
Directors. The real estate tax rate for West Brownsville Borough in
Washington County was 86.47 mills ($86.47 per $1,000.00 of assessed
valuation). Assessed valuations of property are defermined by Fayette
County and Washington County, respectively; and the elected tax
collectors are responsible for collection.

August 1 - Levy date
August-September - 2% discount period
October — November - Face payment period
After November 30 - 5% penalty period
December 31 - Returned to County

The School District, in accordance with GAAP, recognized the delinquent
and unpaid taxes receivable reduced by an allowance for uncollectible
taxes as determined by the administration. A portion of the net amount
estimated to be collectible which was measurable and available within 60
days was recognized as revenue and the balance deferred in the fund
financial statements.

4. Inventory.

Cn government-wide financial statements, inventories are presented at
the lower of cost or market on a first-in, first-out basis and are expensed
when used.

Inventories in governmental funds are stated at cost by the first-in, first-
out methed. The purchase methed is used fo account for inventories.
Under the purchase method, inventories are recorded as expenditures
when purchased. Inventories in the general fund are equally offset by a
fund balance reserve which indicates they do not constitute “available
spendable resources” even though they are a component of net current
assets. Currently, the general fund does not have an inventory balance.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEDY):

F.  ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
(CONTINUEDY:

4. Inventory (Confinued).

Food service inventory includes government donated commodities which
are valued at estimated fair market value. An annual physical inventory
of food and supplies is taken by food service and reported in the
enterprise fund.

5. Prepaid ltems:

Payments made to vendors for services that will benefit periods beyond
the current fiscal year are recorded as prepaid items using the
consumption method. A current asset for the prepaid amount is
recorded at the time of purchase and expenditure/expense is reported in
the year which services are consumed.

6. Capital Assets:

General capital assets are those assets not specifically related to
activities reported in the proprietary funds. These assefs result from
expenditures in the governmental funds. These assets are reported in
the governmental activities column on the government-wide statement of
net position but are not reported on the fund financial statements.
Capital assets used by the proprietary funds are reported in both the
business-type activities column on the government-wide statement of net
position and in the proprietary fund column of the fund financial
statements.

All capital assets should be capitalized at cost (or estimated historical
cost} and updated for additions and reductions during the year. Donated
fixed assets should be recorded at their fair market valug on the date
donated. The School District mainfains a capitalization threshold of
$1,500.

All capital assets, except land and consfruction in progress, are
depreciated. Since surplus assets are sold for an immaterial amount
when declared as no longer needed for public school purposes by the
Board of School Directors, no salvage value is faken into consideration
for depreciation purposes. Depreciation is computed using the straight-
line method over the following useful lives:

Description Estimated Lives
Land Improvements 15 =20 years
Buildings and building improvements 15 — 50 years
Vehicles 7 —10 years

Equipment 5 - 10 years
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUEDY):

F.  ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
(CONTINUED):

7. Accrued Liabilities and Long-Term Obligations:

All payables, accrued liabilities, and long-term obligations are reported
on the government-wide financial statements. All payables, accrued
liabilities, and long-term obligations payable from the proprietary funds
are reported on the proprietary fund financial statements. Confractually
required pension contributions and compensated absences that are paid
from governmental funds are reported as liabilities on the fund financial
statements only to the extent that they are due for payment during the
current year.

tn the government-wide financial statements and proprietary fund types
in the fund financial statements, long-term debt and other long-term
obligations are reported as liabilifies in the applicable governmental
activities or proprietary fund type statement of net position. Bend
premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest methed.
Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize
bond premiums and discounts, as well as bond issuance costs, during
the current period. The face amount of debt issued is reported as other
financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as debt service
expendifures.

8. Unearned/Deferred Revenues:

Governmental funds report deferred revenues in connection with
receivables for revenues that are not considered to be available to
liquidate liabilities of the current period (i.e., receivables for delinquent
taxes which were levied in the current and prior years but will not be
available to pay liabilities of the current period. They will be recognized
as revenues in the year collected) Governmental funds also defer
revenue recoghition in connection with resources that have been
received but not yet earned (i.e., advance payments received by the
School District under grants for specific programs. These advance
payments will be recognized as revenues when the related expenditures
are incurred).
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

F. ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
{CONTINUED):

9. Compensated Absences:

It is the School District's policy to permit employees to accumulate
unused sick leave and, upon termination, pay employees based upon an
amount per unused sick day. Liabilities for accumulated leaves and
termination compensation are recognized in the year that the rights fo
such benefits are earned. The liability to present employees is based
upon current contract arrangements. The entire compensated absence
liability is reported on the government-wide financial statements. ©On
governmental fund financial statements, compensated absences are
recognized as expenditures to the extent payments come due each
period as a result of employee resignations and retirements. Following is
a summary of the School District's compensated absence policies:

a. Vacation:

School District employees who are required fo work on a twelve-month
schedule are credited with vacation rates which vary with length of
service or job classification. Unused vacation days for administrators
and secretaries are added to sick days. Vacation days of other twelve-
month employees are noncumulative.

b. Sick Leave:

Teachers and twelve-month employees are credited with ten to twelve
days of sick leave annually, as set forth in their contracts, to an unlimited
maximum. Upon retirement, administrators {Act 93 employees) are paid
$150 per day up to a maximum of 200 days for unused sick days. Upon
retirement, teachers are paid $80 for each accumulated, unused sick day
up to a maximum of 200 days. School District administrative office
secretaries are paid $30 for each accumulated, unused sick day up to a
maximum of 200 days. Service Employees International Union (SEIU)
employees are paid $20 for each accumulated, unused sick day up to a
maximum of 200 days.

c. Personal Days:

[n addition to vacation and sick leave, School District employees are
entitted to three to five perscnal days, varying according fo job
classification, which may be added to sick days if not used. Teachers
also have the option to receive payment for unused personal days at the
rate of $42 per unused day.

Compensated absences had a balance of $310,285 as of June 30, 2013.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEDY):

F. ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
(CONTINUED):;

10. Interfund Transactions:

Interfund balances between governmental and business-type activities
on the government-wide statements are reported as ‘“internal
balances." On fund financial statements, receivables and payables
resulting from short-term interfund loans are classified as “[nterfund
Receivables/Payables.”" Interfund balances within governmental
activities and within business-type activities are eliminated on the
government-wide statement of net position.

Flows of cash or goods from one fund to another without a requirement
for repayment are reported as interfund transfers. Interfund transfers
are reported as other financing sources/uses in governmental funds
and after nonoperating revenues/expenses in the enterprise fund.
Interfund transfers within governmental activities and within business-
type activities are eliminated on the government-wide statement of
activities.

11. Net Position:

Net position represents the difference between assets and liabilities.
Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balance of any
borrowing used for the acquisition, construction, or improvement of
those assets. Net position is reported as restricted when there are
limitations imposed on their use either through the enabling legislation
adopted by the School District or through external restrictions imposed
by creditors, grantors, or laws or regulations of other governments.
The School District's policy is to first apply restricted resources when
an expense is fncurred for purposes for which both restricted and
unrestricted net position are available.

12. Fund Balance Reserves:

Fund Balance Classification. The governmental fund financial
statements present fund balances based on classifications that
comprise a hierarchy that is based primarily on the extent to which the
School District is bound to honor constraints on the specific purposes
for which amounts in the respective governmental funds can be spent.
The classifications used in the governmental fund financial statements
are as follows:

s Monspendable. This classification includes amounts that cannot be
spent because they are either (a) not in spendable form or {b) are
legally or confractually required to be maintained intact. The School
District had $21,424 of nonspendable resources in the General
Fund as of June 30, 2013.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}):

G. ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
(CONTINUED):

12. Fund Balance Reserves (Continued):

s Restricted: This classification includes amounts for which
consfraints have been placed on the use of the resources either (a)
externally imposed by creditors (such as through a debt covenant),
grantors, contributors, or laws or reguiations of other governments,
or (b) imposed by law through constitutional provisions or enabling
legislation. The School District had restricted resources of
$7,983,369 as of June 30, 2013,

« Commilted. This classification includes amounts that can be used
only for specific purposes pursuant to constraints imposed by formal
action of the Board of Directors. These amounts cannot be used for
any other purpose unless the Board of Directors removes or changes
the specified use by taking the same type of action (ordinance or
resolution} that was employed when the funds were initially
committed. This classification also includes contractual obligations to
the extent that existing resources have been specifically committed
for use in satisfying those contractual requirements. The School
District did not have any committed resources as of June 30, 2013.

s Assigned: This classification includes amounts that are constrained
by the School District’s intent to be used for a specific purpose but
are neither restricted nor committed. This intent can be expressed by
the Board of Directors or through the Board of Directors delegating
this responsibility to the School District’s management. This
classification also includes the remaining positive fund balance for all
governmental funds except for the General Fund. The School District
did not have any assigned resources as of June 30, 2013.

s Unassigned: This classification includes the residual fund balance
for the General Fund. The Unassigned classification also includes
negative residual fund balance of any other governmental fund that
cannct be eliminated by offsetting of Assigned fund balance
amounts. The School District had $2,727,867 of unassigned
resources in the General Fund as of June 30, 2013.

The School District would typically use Restricted fund balances first,
followed by Committed resources, and then Assigned resources, as
appropriate opportunities arise, but reserves the right to selectively
spend Unassigned resources first to defer the use of these other
classified funds.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEDY):

F. ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
(CONTINUED):

13. Operating Revenues and Expenses:

Operating revenues are those revenues that are generated directly
from the primary activity of the enterprise fund. For the School District,
these revenues are sales for food service. Operating expenses are
necessary costs incurred to provide the service that is the primary
activity of the enterprise fund.

14. Adoption of Governmental Accounting Standards Board Statements

In December 2011, the GASB issued Statement No. 60, Accounting and
Financial Reporting for Service Concession Arrangements. The adoption
of this statement had no effect on the financial reporting information of
the School District.

December 2010 the GASB issued Statement No. 61, “The Financial
Reporting Entity: Omnibus” The adoption of this statement had no effect
on the financial reporting information of the School District.

In December 2011 the GASB issued Statement No. 62, Codification of
Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 FASB and AICPA Pronouncements. The adoption of
this statement had no effect on the financial reporting infermation of the
District.

In June 2012, the GASB issued Statement No. 63, “Financial Repotting
of Deferred Quiflows of Resources, Deferred Inflows of Resources, and
Net Position”. The adoption of this statement resulted in the renaming of
the residual measure of all other elements presented in a statement of
financial position as "net position”, rather than “net position”.
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NOTE 2; SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
F. ASSETS, LIABILITIES, AND NET POSITION OR FUND BALANCE
(CONTINUEDY:

15. Pending Changes in Accounting Principles (Continued)

In March 2013, the GASB issued Statement No. 85, "ffems Previously
Reported as Assets and Liabifities”. The School Disfrict is required to
adopt statement No. 65 for its fiscal year 2013/2014 financial
statements.

In March 2013, the GASB issued Statement No. 66, “Technical
Corrections — 2013 An Amendment of GASB Statements No. 10 and
No. 62", The School District is required to adopt statement No. 66 for
its fiscal year 2013/2014 financial statements.

In June of 2013, The GASB issued Statement No. 67 “Financial
Reporting for Pension Plans—an amendment of GASB Statement No.
25". The School District is required to adopt statement No. 67 for its
fiscal year 2013/2014 financial statements,

In June of 2013, The GASB issued Statement No. 68 “Accounfing and
Financial Reporting for Pensions—an amendment of GASB Statement
No. 27”. The School District is required to adopt statement No. 68 for
its fiscal year 2014/2015 financial statements.

In January 2013, The GASB issued Statement No. 89 “Government
Combinations and Disposals of Government Operations”. The School
District is required to adopt statement No. 89 for its calendar year
2014/2015 financial statements.

In April 2013, the GASB issued Statement No. 70, "Accounting and
Financial Reporting for Nonexchange Financial Guarantees™ The
School District is required to adopt statement No. 70 for its fiscal year
2014/2015 financial statements.

The School District has not yet completed the various analysis required
to estimate the financial statement impact of these new
pronouncements.

G. USE OF ESTIMATES:

The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and
assumptions that affect certain reported amounts and disclosures.
Accordingly, actual amounts could differ from those estimates.
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DETAILED NOTES ON ALL FUNDS:
A, CASH AND INVESTMENTS:

Under Section 440.1 of the Public School Code of 1949, as amended, the
School District is permitted to invest funds in the following types of
investments:

1. U.S. treasury bills; short-term securities {have a maturity of less than
13 months) of the US. Government, its agencies, or its
instrumentalities; and obligations of (a) the United States of America
or any of its agencies or instrumentalities backed by the full faith and
credit of the United States of America, (b) the Commonwealth of
Pennsylvania or any of its agencies or instrumentalities backed by
the full faith of and credit of the Commonwealth, or (c) any political
subdivision of the Commonwealth of Pennsylvania or any of its
agencies or instrumentalities backed by the full faith and credit of the
political subdivision.

2, Shares of investment companies, provided they meet certain
stringent requirements and that the underiying investments held by
the companies are limited to the categories of securities listed above.

3. Deposits in savings accounts or time deposits or share accounts of
institutions insured by the Federal Deposit Insurance Corporaticn to
the extent that such accounts are so insured and, for any amounts
above the insured maximum, provided that approved collateral as
provided by law is pledged by the depository.

The deposit and investment policy of the School District adheres to state
statutes. There were no deposit or investment transactions during the year
that were in violation of either the state statufes or the policy of the School
District.

1. Deposits:
a. Custodial Credit Risk:

Custodial credit risk is the risk that, in the event of a bank failure, the
School District's deposits may not be returned to it. The School
District does not have a deposit policy for custedial credit risk. As of
June 30, 2013, $3,360,729 of the School District's bank balance of
$3,610,729 was exposed to custodial credit risk as uninsured and
collateral was held by the pledging bank's trust department and not
in the School District's name.
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JUNE 30, 2013
NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED):
A. CASH AND INVESTMENTS (CONTINUED):
2. Investments:
a. Interest Rate Risk:
The School District has a formal investment policy that limits
investment maturities as a means of managing its exposure to fair
vatue losses arising from increasing interest rates.
b. Credit Risk/Concentration of Credit Risk:
The School District's policy does not limit its investment choices fo

certain credit rating, nor does it place a limit on the amount that may
be invested in any one issuer.

Less Than
Investment Type Fair Value 1 Year
U.S. Government Agencies $3,656,621 $3,656,621
Corporate Bonds 3,793,939 3,793,939
Total $7.,450,560 $7.450,560

Because the money market mutual fund as of June 30, 2013, was
comprised entirely of short-term U.S. Government Investments, it is
presented as an investment with a maturity of less than 13 months.

Credi Percent of
[nvestment Type Quality Rating Investment Type
Corporate Bonds Unrated 100%
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUEDY):

A. TAXES RECEIVABLE AND DEFERRED REVENUES:

The balances at June 30, 2013, were as follows:

Gross Tax
Taxes Revenues Deferred
Receivable Recognized Taxes
Real estate taxes $ 1,286,724 % - % 1,296,724

B. DUE FROM OTHER GOVERNMENTS:

Amounts due from other governments represent receivables for revenues

earned by the School District or collections made by other governmental
units on behalf of the School District.

At June 30, 2013, the following
amounts were due from other governmental units:

Due From General Fund  Enterprise Fund

Federal $ 45,991 $ 68,286

State 241,419 4,295
Total

$ 287410 3 72,581
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NOTE 3 DETAILED NOTES ON ALL FUNDS (CONTINUEDY):

C. INTERFUND TRANSACTIONS;

The composition of intetfund balances is as follows:

Due from Due fo
General Fund $ 633,494 $ 347,250
Construction Fund 347 250 -
Enterprise Fund - 633,494
Total $ 980,744 $ 980,744

D. CAPTITAL ASSETS:

Capital asset activity of the School District's governmental activities for the
fiscal year ended June 30, 2013, is listed below.

Beginning Ending
GOVERNMENTAL ACTIVITIES Balance Increases Decreases Balance
Capital Assets, Not Being Depreciated:

Land $ 701440 % - % - § 701440
Total Capital Assets, Not Being Depreciated 701,440 - - 701,440
Capital Assets, Being Depreciated.

Buildings and Improvements 28,085,930 160,869 - 28,246,798

Equipment and Vehicles 4,123,876 1,699 - 4,125,575
Total Capital Assets, Being Depreciated 32,200,806 162,568 - 32,372,374
Less Accumulated Depreciation For:

Buildings and Improvements (11,597,887) (598,916) - (12,196,803)

Equipment and Vehicles {3,336,144) (130,297) - {3,466,441)
Total Accumulated Depreciation (14,934,031) (729,213) - (15,663,244)
Total Capital Assets, Being Depreciated, Net 17,275,775 (5685,645) - 16,709,130

Govemmental Activities Capital Assets, Net $17977215 § (5666458) & - § 17,410,570
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED):
D. CAPTITAL ASSETS (CONTINUED):

Depreciation expense was charged to governmental functions as follows:

Insfruction 3 682,042
Instructional student support 34,101
Student activities 13.070
Total 3 729,213
Beginning Ending
BUSINESS TYPE ACTIMITIES Balance Increases Decreases Balance

Capital Assets, Being Depreciated:

Equipment § 154,324 % - § - § 154,324
Total Capital Assets, Being Depreciated 154,324 - - 154,324
Less Accumulated Depreciation (117,929) (3,128) - (121,057)
Total Capital Assets, Being Depreciated, Net 36,395 {3,128) - 33,267

Business Type Activities Capital Assets, Net 3 36,395 § (3,128) $ - % 33,267
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED);
E. GENERAL LONG-TERM DEBT:;
Changes in the School District’s long-term debt during fiscal year 2013 was
as follows:
Beginning Ending Amounts Due
Balance Additions Retirements Balance Within One Year
Series 2003 $ 2,145,000.00 $% - $ (325,000) 1,820,000 $ 320,000
Series 2005 9,035,000 - (145,000) 8,890,000 155,000
Series 2006 8,805,000 - (25,000) 8,780,000 25,000
Series 2007 8,425,000 - (35,000) 8,390,000 40,000
Series 2008 505,000 - (134,500) 370,500 143,000
Series 2009 880,000 - (100,000) 780,000 100,000
Series A of 2009 3,625,000 - (390,000) 3,235,000 400,000
Fayette County
Vocational School
Revenue Bonds,
Series 2012 - 519,400 (20,670) 498,730 21,200
Total $ 33,420,000 $ 519400 $ (1,175170) $ 32,764230 % 1,204,200
Less: Deferred Loss on Refunding (NOTE 3M) (525,408)
Less: Amount Due Within One Year (1,204,200)
$ 31,034,622

Total Long-term Debt

Governmental Activities

Total Debt Service
Reguirements

Interest
Reguirements

Principal
Reguirements

Year Ended December 31:

2014
2015
2016
2017
2018
2019-2023
2024-2028
2029-2033
2034-2036

Total

1,204,200 $ 1,351,248 $ 2,555,448
1,258,200 1,308,014 2,566,214
1,337,230 1,259,460 2,596,690
1,447,260 1,204,056 2,651,316
1,507,790 1,144,124 2,651,914
6,391,900 4,844,665 11,238,565
6,249,820 3,650,240 9,900,160
7,702,730 2,158,443 9,861,173
5,665,000 389,587 6,054,587
32,764,230 $ 17,309,837 $ 50,074,067
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DETAILED NOTES ON ALL FUNDS (CONTINUED):

G. STATE PUBLIC SCHCOL BUILDING AUTHORITY, SCHOOL REVENUE

BONDS, SERIES OF 2003:

The Series of 2003 Bonds, in the amount of $20,400,000 were used for the
purpose of providing funds for (a) refunding the School District's outstanding
General Obligation Note, Series of 2000; (b) fund a capitalized interest fund;
{c) fund the costs of construction of renovations and improvements to various
capital facilities of the Schocl District, including, particularly the Redstone
Elementary/Middle School Complex and high school building; and (d} pay
certain costs associated with issuance of the 2003 Bonds.

The bonds bear interest at rates ranging from 2.000% to 4.750% payable
semi-annually on May 15 and November 15. Bonds maturing on or after
November 15, 2014, are subject to optional redemption prior to maturity by
the Authority at the direction of the School District on or after November 15,
2013.

GENERAL OBLIGATION BONDS, SERIES OF 2005:

The General Obligation Bonds, Series of 2005, in the aggregate principal
amount of $9,665,000, are dated November 15, 2005. Interest, at rates
ranging from 3.000% to 4.500%, is payable May 15 and November 15 with
the first interest payable on May 15, 2008. The Bonds are subject to optional
redemption on and after November 15, 2010, at 100% of the principal
amount.

The Series of 2005 Bonds were issued for {a) the construction of a new
elementary school and demolition of an existing school building and may
include construction, renovation, improvement, relocation, and/or repair of
athletic facilities and maintenance facilities of the District; (b) capitalized
interest; (¢) currently refunding the oufstanding portion of the School District's
General Obligation Note, Series of 2004 in the amount of $32,351, plus
accrued interest; and (d) paying the cost of issuing these bonds.

Under terms of agreement with the purchaser of the Bonds, a Sinking Fund
with U.S. Bank, National Association located in Pittsburgh, Pennsylvania,
was established into which funds from general revenues of the School
District are to be deposited in amounts sufficient for the payment of interest
and principal.
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED):

GENERAL OBLIGATION BONDS, SERIES 20086:

The General Obligation Bonds, Series 2008, in the aggregate principal
amount of $9,000,000, are dated January 15, 2008. Interest, at rates ranging
from 3.200% to 4.500%, is payable May 15 and November 15 with the first
inferest payable cn May 15, 2006. The Bonds are subject fo optional
redemption on and after November 15, 2013 at 100% of the principal
amount.

The Series of 2006 Bonds were issued to (a) prepay a portion ($8,395,000)
of the School District's General Obligation Bond, Series of 2003, on an
advance refunding basis, which note was issued to secure the State Public
School Building Authority’s School Revenue Bonds, Series of 2003 and (b)
paying the cost of issuing these bonds.

Under terms of agreement with the purchaser of the Bonds, a Sinking Fund
with U.S. Bank, National Association located in Pittsburgh, Pennsylvania,
was established into which funds from general revenues of the School
District are o be deposited in amounts sufficient for the payment of interest
and principal.

GENERAL OBLIGATION BONDS, SERIES OF 2007:

The General Obligation Bonds, Series of 2007, in the aggregate principal
amount of $8,580,000, are dated April 1, 2007. Interest, at rates ranging
form 3.5560% to 4.000%, is payable May 15 and November 15 with the first
interest payable on May 15, 2007. The Bonds are subject to optional
redemption on and after November 15 2014, at 100% of the principal
amount.

The Series of 2007 Bonds were issued to (a) prepay a portion ($7,940,00) of
the School District's General Obligation Bond, Series of 2003, on an advance
refunding basis, which note was issued fo secure the State Public School
Building Authority’s School Revenue Bonds, Series of 2003 and (b) paying
the cost of issuing these bonds.

Under terms of agreement with the purchaser of the Bonds, a Sinking Fund
with U.S. Bank, National Associafion located in Pittsburgh, Pennsylvania,
was established into which funds from general revenues of the School
District are to be deposited in amounts sufficient for the payment of interest
and principal,
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUEDY}.

K. GENERAL OBLIGATION NOTES, SERIES OF 2008

L.

The General Obligation Notes, Series of 2008, in the aggregate principal
amount of $825,600, are dated November 1, 2008. Interest at 4.10% is
payable May 1 and November 1 with principle payments on November 1 and
the first interest payable on May 1, 2009.

The Series of 2008 Notes were issued to (a) repay the cutstanding portion
($815,000}) of the Series of 1997 Bonds and {b) to pay the cost of issuing
these bonds.

GENERAL OBLIGATION NOTES, SERIES OF 2009

In December of 2009 the School District issued General Obligation Notes,
Series of A of 2009, with a tax exempt portion of $980,000 and a federally
taxable portion of $4,000,000. The notes are dated December 1, 2009 and
mature on November 15, 2009, with interest only Payments on May 15"™ and
interest and principle payments on November 15" of each year. The notes
have interest rates varying from 1.81% to 5%. The proceeds are to be used
to refund a portion of the Series of 2003 and Series of 2005 Bonds, to pay
the various costs of issuance of the bonds, and to fund unfunded debt
incurred as a result of a shortfall of budgeted revenues and insufficient cash
reserves.

. Defeased Bonds — General Obligation Bonds, Series of 2003

A portion of the proceeds of the General Obligation Bonds, Series of 2006
and 2007, were used for the prepayment on an advance refunding basis of
$8,395,000 and $7,940,000, respectively, aggregate principal amount of the
School District's General Obligation Note Series 2003, which was issued
pursuant to a Loan Agreement dated as of March 15, 2003, between the
State Public School Authority and the School District to secure the Authority's
School Revenue Bonds, Series of 2003, issued by the Authority, on behalf
the School District, pursuant to a Trust Indenture dated as of March 15,
2003, between the Authority and J.P. Morgan Trust Company, National
Association.

Series 2006 refunded (a) $180,000 of the principal payment due on the 2003
Note in 2008, (b} $645,000 of the principal payment due on the 2003 Note in
20286, and (c) $7,570,000 of principal payments due on the 2003 Note in the
years 2027 through 2032.

Series 2007 refunded (a) $7,530,000 of the principal paymenis are due on
the 2003 Note in the years 2017 through 2025 and (b) $410,000 of the
principal payment due on the 2003 Note in 2026.

The Refunded Notes are being prepaid in order to effectuate the refunding of
an equal amount of the 2003 Bonds maturing (or subject to mandatory
redemption) on the same dates and in the same amounts as the payments
on the Refunded Notes (the Refunded Bonds). Such funds will be irrevocably
deposited under the terms of the Escrow Agreements be the Bank of New

- York Trust Company, N.A. (the Escrow Agent) and the School District, and

applied toward the purchase of Government Obligations.
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUEDY):
M. Defeased Bonds — Generat Obligation Bonds, Series of 2003 (Continued)

The Government Obligations will mature at such times and be in such
amounts o provide funds from the maturing principal, interest income, and
any cash balances, sufficient to (a) prepay the Refunded Notes on November
15, 2013 ({the Redemption Date} and (b) pay interest on the Refunded Notes
as the same becoemes due to and including the Redemption Date. Pursuant
to the terms of the indenture, such payments will be applied to {a} redeem
the Refunded Bonds on the Redemption Date and (b) pay the interest on the
Refunded Bonds as the same becomes due to and including the Redemption
Date.

With the excecution of these documents and the deposit of these funds, the
Escrow Agent has accepted responsibility for the retirement of this portion of
the outstanding Series 2003 Bonds. Accordingly, this portion of the Series of
2003 Bonds and the above-mentioned escrow account are no longer
considered an integral part of the School District's operations and have been
excluded from these financial statements.

As a result of these advance refundings, the difference between the
reacquisition price of the old debt and the net carrying amount of the old debt
is required to be deferred and amortized as an element of interest expense
over the life of the new debt. This amount is reported as a reduction against
the refunding debt liability on the statement of net position.

Series 2003
Total Deferred Interest on Refunding $ 572,142
Current Year Interest Expense (46,734)

$ 525,408

N. Fayette County Vocational Technical School Lease Revenue Bonds, Series
2012

The School District entered into a lease rental indebtness agreement with the
Fayette County Vocational Technical School Authority in agaregate principal
amount of $519,400 to provide a portion of the funds required to finance (a)
roof replacements, electrical infrastructure and tighting, heating and cocling
and other similar utility and energy controls, retrofits and equipment
installations at the Fayette County Career and Technical Institute school
building; and (b) the cost and expenses of issuing and insuring the 2012
bonds. Interest, at rates ranging form 0.60% to 3.40%, is payable March 1
and September 1 with the first interest payable on September 1, 2012.
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OTHER INFORMATION:
A. CONTINGENT LIABILITIES:
1. Grant Programs:

The School District participates in both state and federally assisted
grant programs. These programs are subject to program compliance
audits by the grantors or their representatives. The School District is
potentially liable for any expenditure which may be disallowed pursuant
to the terms of these grant programs. Management is not aware of any
material items on noncompliance which would result in the
disallowance of program expenditures.

2. Litigation:

In the normal course of operations, the School District may be involved
in various civil disputes. Management is unaware of any such litigation
that could result in a material adverse effect on the School District's
financial position as of June 30, 2013.

B. POST RETIREMENT HEALTHCARE BENEFITS:

Upon retirement, most employees may continue to belong fo the Blue Cross/
Blue Shield Health Care Insurance until age 65. Effective September 1, 1987,
Bargaining Unit employees who retired and have not yet reached the age of 85
may retain Blue Cross/ Blue Shield benefits until age 65 by continuing to pay the
group rate to the School District. For prior retirees, the School District pays
varying amounts toward their Blue Cross/ Blue Shield coverage depending on
the contract in effect when they retired. For the year ended June 30, 2013 the
cost to the School District was $326,664.
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Annual OPEB Cgst and Net OPEB Qbkligation
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The School District's annual other postemployment benefit (OPEB) cost
{expense) is calculated based on the annual required contribution of the
employer (ARC), an amount actuarially determined in accordance with the
parameters of GASB No. 45. The ARC represents a level of funding that, if paid
on an ongeing basis, is projected to cover normal cost each year and amortize
any unfunded actuarial liabilities {(or funding excess) aver a period not to exceed
thirty years. The following table shows the components of the Schoel District’'s
annual OPEB cost for the year, the amount actually contributed to the plan, and
changes in the Township's net OPEB obligation to the plan:

Annual Required Contribution
Interest on Net OPEB Obligation
ARC Adjustment

Annual OPEB Cost

Contributions made

Net Decrease in Net OPEB QObligation
Net OPEB Obligation, beginning of year

Net OPEB Obligation, end of year

Governmental
Activities
$ 328,483

25,848
{42 379)

311,850

326,664

i r—— ey

{14,714}

646,149

—_— .

3 631,435
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JUNE 30, 2013
OTHER INFORMATION (CONTINUED):
B. POST RETIREMENT HEALTHCARE BENEFITS {CONTINUED):

The School District's annual OPEB cost, the percentage of annual OPEB cost
contributed to the pian, and the net OPEB obligation for 2013 is as follows:

Percentage
of Annual Net
Fiscal Year Annual OPEB Cost OPEB
Ended OPEB Cost Contributed Obligation
6/30/2011 $ 440,255 77% $ 543,038
6/30/2012 437,524 76% 646,149
6/30/2013 311,950 105% 631,435

Funded Status and Funding Progress

As of June 30, 2012, the most recent actuarial valuation date, the plan was not
funded. The actuarial accrued liability for benefits was $3,627,362 and there
were no assets, resulting in an unfunded actuarial accrued liability {(UAAL} of
$3,627,362, which is 37.68% of the covered payroll of $9,627,530 as of June 30,
2012.

Actuarial valuations of an ongeing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into
the future. Examples include assumptions about future employment, mortality,
and the healthcare cost trend. Amounts determined regarding the funded status
of the plan and the annual required contributions of the employer are subject to
continual revision as actual resulis are compared with past expectations and new
estimates are made about the future.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the
substantive plan {the Plan as understood by the employer and the plan
members) and include the types of benefits provided at the time of each
valuation and the historical pattern of sharing of benefit costs between the
employer and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with long-term perspective of the calculations.

in the July 1, 2012 actuarial valuation, the Entry Age Normal cost method
expressed as a level dollar was used. The actuarial assumptions included a 4%
investment rate of return, which is the expected long-term investment yield on
investments that are expected to be used to finance the payments of benefits.
The UAAL is being amortized using the level dollar method over a pericd of 30
years on a closed basis.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

OTHER INFORMATION {CONTINUED}:
C. ON-BEHALF OF PAYMENTS FOR FRINGE BENEFITS:

In accordance with GASB Statement No. 24, the School District recognizes as
revenues and expenditures funds received from the Commonwealth of
Pennsylvania for the payment of fringe benefits.

During the year ended June 30, 2013, the School District recognized as
revenues and expenditures $457 145 of Social Security/Medicare and expense
of $774,475 of pension contributions received from the Commonwealth of
Pennsylvania,

D. HEALTH INSURANCE CONSORTIUM:

In an effort to reduce the cost of providing health insurance benefits for its
employees, the School District joined in the Intermediate Unit | Healih
Consortium Trust (the Trust) (a public entity risk pool). The Trust's general
objectives are (1) to formulate, develop, and administer on behalf of its
subscribers, a program of insurance; (2) fo obtain lower costs for the coverage;
(3) to reward subscribers for lower usage of the coverage; (4) fo establish a
continuing voice with the Blue Cross/ Blue Shield; and (5) to manage the Trust's
healthcare dollar most effectively. The School District is effectively purchasing a
policy through the Trust. The School District has no exposure beyond the amount
paid for the policy.

There has been no significant reduction in coverage from the previous three
years.

During the year ended June 30, 2013, the School District paid $2,389,596 into
the health consortium for health insurance henefits for its employees, which
included administration fees.

E. RISK MANAGEMENT:

The School District is exposed fo various risks of loss related to limited torts; theft
of, damage to, and destruction of asseis; errors and omissions; and natural
disasters for which the School District carries commercial insurance. Settled
claims have not exceeded coverage in any of the last three years, and there has
been no significant reduction in coverage from the pricr fiscal year.
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OTHER INFORMATION (CONTINUEDY):
F. DEFINED BENEFIT PENSION PLAN:

Plan Description

Name of plan: The Public School Employees Retirement System (the System).

Type of ptan:  Governmental cost sharing multiple-employer defined benefit
plan.

Benefits: Retirements and disability, legislatively mandated ad hoc cost-of-
living adjustments, health care insurance premium assistance to
qualifying annuitants.

Authority: The Public School Employees Retirement Code (Act No. 96 of
October 2, 1975, as amended) (24 Pa. C.5. 8101-8535).

Annual Financial Report: The System issues a comprehensive annual
financial report that includes financial statements and required supplementary
information for the plan. A copy of the report may be obtained by writing to Diane
J Wert, Office of Financial Management, Public School Employees’ Retirement
System, PO Box 125, Harrisburg, Pennsylvania 17108-0125. This publication is
alos available on the PSERS website at
http:/iwwwipsers.state. ps. us/publications/cafr/index.htm.

Funding Policy

Authority: The contribution policy is established in The Public School
Employees Retirement Code and requires contributions by active
members, employers, and the Commonwealth.

Contribution Rates

Member Contributions: The average contribution rate payable by the members
is 7.37%. Effective January 1, 2002, the employee contribution rate for members
who elected to have prior school service and intervening military service
converted to Class T-D service increased by 1.25% to 7.50%. Anyone who
enrolls after June 30, 2001 and befare July 1, 2011 is automatically @ member of
Class T-D. The average member confribution rate of 7.37% is a pay-weighted
average of member rates that vary based on date of hire and based on Class T-
D membership. Any employee who becomes a member after June 30, 2011
would become a Class T-E member or, alternatively, elect to become a Class T-
F member. The base contribution rate for Class T-E members is 7.50% of
compensation. The base contribution rate for Class T-F members is 10.30% of
compensation. Class T-E and Class T-F members are subject to a "shared-risk”
employee contribution rate.

Employer Contributions: Confributions required of employers are based upon an
actuarial valuation. For the fiscal year ended June 30, 2013, the rate of
employer's contribution was 12.36 percent of covered payroll. The 12,36 percent
rate is composed of a pension contribution rate of 11.50 percent for pension
benefits and .86 percent for healthcare insurance premium assistance. The
Contribution made by the School District for the 2012-2013 fiscal year was
$889,089 from the General Fund.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013

OTHER INFORMATION (CONTINUED):
F. SUBSEQUENT EVENTS:

The Scheal District has been discussing a huilding project for several years and
as a result of favorable market conditions they approved the consolidation of the
elementary students into one newly constructed elementary school building. The
architects projected cost of the project is $14,500,000.00.

The School District approved a Debt Ordinance to issue nonelectoral debt not to
exceed $49,000,000.00. This involves the refunding, refinancing and issuance of
new debt in order to accomplish their goal of not increasing the School District’s
debt above its current annual budgeted amount. The School District has several
bond issues outstanding and in order to accomplish this it will affect either all or
part of each issue. The School District currently has $7,455,862.75 in
construction funds on hand which will be refunded and with the issuance of the
new debt will increase the amount available to around $14,500,000.00.

The Schocgt District is also anticipating operational cost savings since the current
elementary buildings have older infrastructure technology and mechanics. They
are also anticipating payroll savings through a reduction in support personnel.
Anticipated completion is August 2015,
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BROWNSVILLE AREA SCHOOL DISTRICT
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2013 -
Variance with
Budgeted Amounts Actual Final Budget
Criginal Final Amounts Positive (Negative}
Revenues
Local Revenue Sources $ 5751401 & 5,751,401 § 6,313,112 % 561,711
State Revenue Sources 16,008,072 16,008,072 16,216,195 208,123
Federal Revenue Sources 1,927,037 1,927 037 1,783,870 (143,167)
Total Revenues 23,686,510 23,686,510 24,313,477 626,667
Expenditures
Current operating:
Instruction 14,232,538 14,232,538 13,493,771 738,767
Support Services 7,332,363 7,332,363 7,247,336 85,027
Noninstructional Services 328,739 328,739 377,691 {48,952}
Debt service 2,525,680 2,525,680 2,626,218 (538}
Total Expenditures 24,419,320 24419320 23,645,016 774,304

Excess (deficiency) of revenues
over expenditures {732,810) (732,810) 668,161 1,400,971




BROWNSVILLE AREA SCHOOL DISTRICT
SCHEDULE OF FUNDING PROGRESS
FOR THE YEAR ENDED JUNE 30, 2013

Schedule of Funding Progress for Post Employment Benefits other than Pensions
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Actuarial Accrued

UAAL as a
Actuarial Actuarial Liability (AAL) - Unfunded AAL Funded Covered Percentage of
Valuation Value of Assets Projected Unit Credit {UAAL) Ratio Payroll Cavered Payroll
Date {a) (b) (b-a) {(alb) {c) {{(b-a}/c)
711/2008 $ 6,993,568 % 6,993,568 0.00% % 11,103,763 62.98%
7112010 5,468,325 § 5,468,325 0.00% 12,355,332 44.26%
7H2012 3,627,362 % 3,627,362 0.00% 9,627,530 37.68%
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BROWNSVILLE AREA SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2013

Total Nonmajor

Capital Permanent Governmental
Projects Fund Fund Funds
Assets
Cash and cash equivalents $ 63,810 % 18,727 $ 82,537
Total assets $ 63,810 § 18,727 $ 82,537
Liabilities
Accounts payable $ 12,611 $ - § 12,511
Total liabilities 12,611 - 12,511
Fund Balance

Restricted 51,299 18,727 70,026
Total fund balance 51,299 18,727 70,026

Total liabilities and fund balance $ 63,810 % 18,727 % 82,637
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BROWNSVILLE AREA SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2013

Total Nonmajor

Capital Permanent Governmental
Projects Fund Fund Funds
Revenues
Local Sources $ 25 $ 1 $ 36
Total Revenues 25 ek 36
Expenditures
Current operating:
Support services 18,603 1,038 16,639
Noninstructional servicas 15,176 - 15,175
Total Expenditures 33,778 1,036 34,814
Excess (deficiency) of revenues
over expenditures {33,753} {1,025) (34,778)
Other financing sources (uses)
Transfers out - - -
Tatal other financing
sources (uses) - - -
Net change in fund balance {33,753} (1,025) {34,778}
Fund balance, beginning of year 85,052 19,752 104,804

Fund balance, end of year % 51,2909 § 18,727 & 70,026




