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Zelenkofske Axelrod LLC

Independent Auditor's Report

Members of the Board
Brownsville Area School District
Brownsville, Pennsylvania

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 S8CHOOL DISTRICT as of and for the year ended June 30, 2012, which
collectively comprise the BROWNSVILLE AREA SCHOOL DISTRICT's hasic financial statements
as listed in the table of contents. These financial statements are the responsibility of the
BROWNSVILLE AREA SCHOOL DISTRICT's management. Our responsibility is to express
opinions on these financial statements basad on our audit,

We conducted our audit in accordance with auditing standards generaily accepted in the United
States of America, and the standards applicable to financial audits contained in Government
Auditing Standards, |ssued by the Comptroller General of the United States. Thoss 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 also includes examining, on a
test basis, evitence supporting the amounts and disciosures in the financial statements. An audit
also includes assessing the accounting principles and any significant estimates made by
management, as well as evaluating the cverall flnancial statement presentation. We belleve that
our audit provides a reascnable basis for our opinions.

In our opinicn the financial statements referred to above prasent fairly, in all material respects, the
respective financial position of the governmental activities, the business type activities, each
major fund, and the aggregate remalning fund information for the BROWNSVILLE AREA
SCHOOL DISTRICT as of Jure 30, 2012, and the respective changes in the financial position
and cash flows, where applicable, thereof for the year ended In conformity with the accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 7, 2012 on our ceneideration of the BROWNSVILLE AREA SCHOOL DISTRICT's
internal control over financial reporting and on our tests of its compiiance with certain provisions
of laws, regulations, contracts, and grant agresments and other maiters. The purpose of that
report is to describe the scope of our testing of interna! control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on comgliance. That report is an integral part of an audit perfermad in
accordance with Government Auditing Standards and should be considered In assessing the
results of our audit.

Harrisburg Lehigh Valley Philadelphia Pittsburgh
830 Sir Thomas Cowrt, Suite 100 1101 West Hamilton Street 2370 York Rowd, Suite -5 3800 McKnight E. Drive, Sufte 3805
Hyrrishurg, PA 17109 Allentown, P4 18101-1043 Junmisan, PA 18525 Pittsburgh, PA 15237
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Zelenkofske Axelrod LLC

Members of the Board
Brownsville Area School District
Page 2

Accounting principles generally accepted in tha United States of America require that the
manggement's discussion and analysis, schedule of funding progress, and budgstary compariscn
information on pages 3 through 8 and 51 through 52 be presented to supplement the basic
financial statements. Such Informaticn, although nct a part of the basic financial statements, is
requirasd by the Governmental Accounting Standards Board, who considers it {o 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 accapted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's
responses to our inquiries, the bhasic financial statements, and other knowledge we obtained
during our audit of the basic financial staternents. We do not express an opinion or provide any
assurance on the information becauss the limited procedures do net provide us with sufficient
evidence to express an opinion or provide any assurance.

QOur audit was conducted for the purpose of farming cpinions on the financial statemenis that
collectively comprise the BROWNSVILLE AREA SCHCOL DISTRICT's financlal statements as a
whole. The nonmajer fund financial statements on pages 54 through 55 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 weare derived from
and relate direcily to the underlying accounting and other records used to prepare the financial
statements. The information has besn subjected to the auditing procedures applied in the audit of
the financial staternents and certain additional procedures, including comparing and reconciling
such nformation directly to the underlying accounting and other records used to prepare the
financial statements or fo the financial statsments 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 fo the financial
statements as a whale,

Ll Akoid L0

ZELENKOFSKE AXELROD LLG

December 7, 2012
Pittsburgh, Paennsylvania
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Brownsville Area School District
Management's Discussion and Analysis
June 30, 2012

The discussion and analysis of the Brownsville Area Schonl District's (the Schocl District)
financial performance provides an overall review of the School District's financial activities for the
fiscal year ended June 30, 2012, The intent of this discussion and analysis Is {0 review the
Bchoo! District's financial performance as a whole. Readers should also review the notes to the
kasic financial statements to halp thelr understanding of the School Distrist's financial pesition.

FINANGIAL HIGHLIGHTS

The trends indicated that for the fiscal year 2011-2012 the School District would experience
continued increases in health care costs, special education costs and transportation costs. There
are also required increases In the Public Schoot Employess' Retirement System (PSERS) rate.
The anticipated Increase in the employer portion of the retirement rate, which is shared between
the state and the school district, wili increase from the current rate of 8.65% to 24.5% within the
next five years.

The School District is in ongaing negotiations with the teachers union whose callective bargaining
agreement expired August 31, 2010,

OVERVIEW OF FINANCIAL STATEMENTS

Government-Wide Financial Stafemenis

The government-wide financlal statements report information about the Schoal District generally
using accounting methods similar to those used by private sector companies. The statement of
net assets includes all of the government’s assets and liabilitties. All of the current year's
revenues and expenses are accounted for in the statement of aclivities regardless of when cash
is received or paid.

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

Qver time, increases or decreases in the School District’s net assets are an Indication of whether
its financial position s impraving or deteriorating.

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

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

Fund Financial Statemenis

The School District's fund financial statements provide detailed information zbout the most
sighificant funds, not the School District as a whole. Some funds are required by state law and by
bond requirements.
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Brownsville Area Schacl District
Management's Dizcussicn and Analysis {Continued)
June 30, 2012

Governmental Funds — Most of the School District's activitiss 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 staiements provide a dstailed short-term view of the Schodl District's
operations and the services it provides, Governmental fund infermation helps the reviewer
determine whether there are more or fewer financial resources that can be spent in the near
future to finance the Schaol District programs. The relationship (or differences) between
governmental aclivities (reported in the statemant of net assets and the statement of activities)
and governmental funds is recongiled in the financial statements.

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

Fiduciary Fund ~ The School District is trustes, or fiduciary, for certain student activity funds. All
of the School District's fiduciary activities are reported in separate statements of fiduciary net
agsets, These aciivilies 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 8CHOOL DISTRICT

The Scheol District's total net assets wers a deficit of $4,388,457 at June 30, 2012,

Condensed Statement of Net Assets (Deficlt) Fiseal Years Ended June 30,
Governmental  Business-Type

Aciivities Activities 2012 Total 2011 Total
Current and other assets $ 12,696,186 $ 136,832 § 12,833,018 § 12,952,101
Capital assets 17,977,215 36,395 18,013,610 18,518,159
Total Assets 330673401 § 173227 8§ 30846628 § 31471260
Current and other liabilities $ 2008517 % 576531 § 2585048 § 4,055,151
Long-term labilities 33,053,341 - 33,053,341 34,052 996
Totai liabilities 35081858 576,531 35,638,389 38,112.147
Net Assets:
Invested in capital asseats, net of
related debt _ (11,442,574) 36,395 (11,406,179) (10,777,513}
Restricted for Program ,
purposes 8,193,003 - 8,193,093 8,223,053
Unresfricted {1,138.976) (439.699) (1,578,675) {4,088,427)

Total Net Assets (Deficit) 8 (4.388457) § {403,304) § (4791761) $§ (6,640.887)
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Brownsville Area School District
Management's Discussion and Analysis (Continued)
June 30, 2012

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

The results of this year's operations as a whole are reported in the Statement of Activities. Al
expenses are reparted in the firs{ column. Specific charges, grants, revenues, and subsidies that
directly relate fo specific expense categories are rapresented to determine the final amount of the
Scheol District’s activities that are supported by other genaral revenues, The two largest general
revenues are the Basic Education Suhsidy provided by the State of Pennsylvania 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 Assets (Deficit)
Fiscal Years Ended June 30, 2012

Governmental  Business-Type

Activities Activities 2012 Tetal 2011 Total

Revenues:

Charges for Services $ 165,259 $ 293,242 § 458,501 $ 721,334

QOperating grants and contributions 7,458,225 845,844 8,304,069 9,733,343
General revenues:

Taxes 5,928,116 - 5,628 116 4,724,688

Unrestricted grants, subsidies, and

contributions 11,618,273 - 11,818,273 10,282,105

Investment earnings 11,509 1 11,510 18,385

Miscellaneous 42,914 - 42,914 13,698

Total Revenues 26,224 296 1,139,087 26.363.383 25,493,553

Expenses:

Instruction 14,842,025 - 14,642,025 16,124,493

Support 7,007,855 - 7,007,655 7,338,211

Neninstructional services 207 141 - 207,144 361,981

Miscellaneous 16,363 - 16,363 145,199

Interest on long-term debt 1,522,323 - 1,522,323 1,649,420

l.oss on disposal of assets - - - 477663

Food services - 1,117.750 1,117,750 1.070,038

Total expenses 23,395,507 1,117.750 24,513 257 21.067.005

Change in Net Assets $ 1828789 § 21337 § 1850126 § _(1,573,452)
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Brownsville Area Schoal District
Management's Discussion and Analysis (Continued)
June 30, 2012

GENERAL FUND BUDGET

For the 2010-2011 fiscal year, the administration did not authorize revisions to the original
budget. A schedule showing the School District's budget amounts compared with amounis
actually paid and received is provided an Pags 51 In the required supplemental information.
CAPTIAL ASSET AND DEBT ACTIVITY

At June 30, 2012, the School District's governmental activities were invested in a broad range of
capilal assets, including land, site improvement, building, and furnitura/equipment,

Capital Assets (Nat of Building and Vehicles/ June 30, 2012 June 30 2011
Depregiation) Land Improvements Eguipment Total Total

Governmental aclivities $ 701,440 § 15,488,043 § 787,732 § 179772156 § 18,479,636

Business-type activities ¥ -3 - 8 36,305 § 36,395 § 39,523

See financial statement Note 3E,
DEBT ACTIVITY

As of July 1, 2011, the Schoal District had total autstanding principal of $34,635,500. During the
year, the School District made payments against principal of $1,115,500 resulting in ending
outstanding debt as of June 38, 2012, of $33,420000. Future debt service payment, including
principal and interest, will be approximately $2.5 million per year.

Outstanding Debt
June 39, 2012

Beginning Ending Amounts due
Balance Additions Retirements Balance within cne year

Series 2003 $ 2,470,000 § - 3§ (325,000) $ 2,145000 $ 320,000
Series 2005 9,170,000 - (135,000) 9,035,000 145,000
Series 2008 8,630,000 - (25,000) 8,805,000 25,000
Series 2007 8,460,000 - (35,600) 8,425,000 35,000
Series 2008 625,500 - {120,500) 505,000 134,500
Series 2008 980,000 - {109,000 880,000 100,000
Series A of 2009 4,000,000 - (375,000) 3,625,000 390,000

Totat $ 34535500 $ - & (1115500 § 33420000 $ 1,149,500

Other obligations include accrued vacation pay and sick leave for specific employees of the
School District. Seea finarcial staterment note 3G.
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Brownsville Areg School District
Management's Discussion and Analysis (Continued)
June 3¢, 2012
GOVERNMENTAL FUND REVENUES

Govaernmental fund revenues by source at Junes 30, 2012 and 2011 were as follows:

2012 2011
Revenues:

Local sources $ 6,199,212 $ 4,915,474
State revenus sources 18,088,640 14,748,572
Federal revenue sources 2,704,252 4,335,104
Disposal of Fixed Assets - 3,869
Operating transfers In - 453,146

Total revenues  $24,972,104 $24,457 165

There are several factors relating to increzses/decreases In revenuss from 2012 to 2071, Tax
revenue increased approximately $1 million due to a tax milags increzase and increases in
assessed values and new properties coming into the tax rells. Operating transfers decreased
due to there being ho transfers betwaen funds in 2012, Grant revenues fluctuated due fo 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, 2012 and 2011 were as follows:

2012 2011
Expenditures:
Instruction $13,852,543 $15,225,967
Support services 7,088,690 7,303,034
Noninstructional services 310,155 374,039
Debt Service 2,525,600 20581910
Miscellaneous 16,383 145,199
Operaiing fransfers out - 453,148
Total expenditures $23,793,251 $25,653 265

The dscrease in expenditures was due fo several factors. First, Ingtruction expenditures
decreased by approximately $1.4 million as a result of the ending of the federal stimuius program,
which was providing grant funds to pay teacher salaries. Second, operating transfers ouf
decreased by approximately $450k as a result of there being no transfers batwaen funds in 2012,
Support services expenditures decreased due to an effort by the District to reduce sxpenditures
as the debt service payments increased in 2012,
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Brownsville Area School District
Management's Discussion and Analysis (Continued)
June 30, 2012

GOVERNMENTAL FUND BALANCES AND PROPRIETARY FUND NET ASSETS

Ending balances for governmental funds and net assets for proprietary funds at June 30, 2012
and 2011 were as follows.

2012 2011 2012 2011
Governmental Governmental Proprietary Proprietary
Fund Funds Funds Funds Funds

General Fund $ 2,080,458 $ 871845 3 - 3 -
Construction Fund 8,088,289 €,096,8468 - -
Other Goavernmental Funds 104,804 128,207 - -
Cafeteria Fund - - (403,304) {424,641)
Total $ 10,273,551 $ 9,094,698 $ (403,304) $ (424 641)

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

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

As aresult of the ongoing economic recession it is anticipated that there will be less state funding
avajlable for school distticts in the future. Coupled with anticipated incraases in retirement
coniributions, special education and transportation the district is anficipating & need to cut
expenses. As a result of cufs in state funding and the expiration of federal stimulus funds the
district was faced with tough decisions at budget time. The districf eliminated over $1,000,000 in
expenditures with no increase to local revenue in order to balance the budget. For the 2012-2013
schooi year reductions were mada te staffing through atirition and not filling vacated positions and
the furlcugh of personnel. Other reductions were accomplished without affecting our sducation
programs.

The budget for the 2012-2013 is $24,519,320, an increase of $475,242, and doas not include any
tax increases, but rather & decrease in the millage rate for Washington County to adjust for an
increase in the tax base. The milage for 2012-2013 is 16.57 mills for Fayette County and 8§6.47
mills for Washington County, a dacrease of 6.74 mills for Washington County.

CONTACTING THE SCHOOL DISTRICT’S FINANGIAL MANAGEMENT

The financial report is designed fo provide a general overview of the School District's financas,
comply with finance related laws and regulations, and demonstrate the School District's
commitment to public accountability. If you have any questions zbout this report or would iike
additional Information, contact the Schocl District's Business Office at the Brownsville Area
School District, § Falecon Drive, Brownsville, Pennsylvania, 15417,



BROWNSVILLE AREA SCHOOL DISTRICT

Agsets

STATEMENT OF NET ASSETS
JUNE 30, 2012

Frimary Governmant

Page &

Cash and Cash Equivalents

Investments

Accounts Receivabla

Taxes Receivakble

Due From Other Govsrnments

Prepaid Assets

Defarred Issuance Costs on Bonds, Net

Inventory

Capital Assels: (Net)
Depreciable
Non-daepreciable

Total Assets

Liahilities

Current Liabilities:
Accounts Payable
Accured Expenses
Internal Balances
Accrued interest Payable on Debt
Unearned Revenues

Current Portions of Long-Term Liabilities;

l.oans and Notes Payable

Non-Current Portions of Leng-Term Liabilities:

Loans and Notes Fayable

Unfunded other postempioyment benefits

Compensated Absences
Total Liabilities

Net Assets

Investrent in Capital Assets, Nat of Related Debt

Restricted Net Aszets
Program Purposes
Unrestricted

Total Net Assets (Deficl)

Governmental Business-type

Activities Activities Total
$ 2,486,568 § ar730 § 2,684,208
7,575,470 - 7,575,470
404,838 - 404,839
1,188,407 - 1,188,407
483,688 8,287 491,975
6,598 - 6,898
660,316 - 560,316
- 30,815 30,815
17,276,778 36,396 17,312,170
701,440 - 701440
$ 30873401 % 173227 § 30,846,628
g 249273 § 3,124 % 252,403
981,744 - 891,744
(557,111) 557,111 -
175,105 - 175,105
- 16,296 16,206
1,148,800 - 1,149,500
31,698,358 - 31,598,358
646,149 646,149
708,834 - 708,834
36,061,858 678,531 35,838,388
(11,442,574) 36,386 (11,405,178)
8,193,093 - 8,183,003
{1,138 976) (439,689) {1,678,675)
$ (4,383,457) § (403,304) § {4,791,781)

The accompeanying notes ate an integral part of the financlal statements.
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BROWNSVILLE AREA SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2012

Total Nonmajor Tetal
Governmental Governmental
General Fund Construction Funds Funds
Assels
Gash and cash equivalents $ 2,369,749 % 69 § 116,780 3 2,485 568
Investments - 7,875,470 - 7,576,470
Receivables:
Taxes 1,188,407 - - 1,188,407
Other governmental grants 483,888 “ - 483,688
Other 404,839 - - 404,839
Dus from ofher funds 587,111 512,750 - 1,069,881
Prepald assets 6,898 - - 5,888
Total assats 5,010,692 8,088 289 118,750 13,215,731
Liabilities
Accounts Payable 237,333 - 11,946 249,279
Accrued liabilities 981,744 - - 991,744
Due o other funds 512,750 - - 512,780
Daferred revenues 1,185,407 - - 1,188,407
Totd liabiiitios 2,930,234 - 11,945 2,042 180
Fund Balances
Nenspendable 6,898 - - 6,898
Restricted - 8,088,289 104,804 8,193,083
Unassigned 2,073,560 - - 2,073,560
Total fund balances 2,080,456 8,088,282 104,804 10,273,561
Tatal liahilities and fund balances $§ 5010602 3 8,088,289 3% 118,760 § 13,215,731

The accompanying notes are In Integral part of the financial stafements.
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BROWNSVILLE AREA SCHCOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2012

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

Total fund balances of governmental funds $ 10,273,551

Capital assets used in governmental activities are not
financial resourcas and, therefere, are not reported in
the funds. The cost of the assets is $32,911,248 and the
accumulated depreciation is $14,834,031. 17,977,215

Property taxes receivable will be collected, buf are nct
available soon anough to pay for current year's
expenditures, and therefore are deferred in the
Governmental Funds, 1,188,407

Bond Premium and issuance costs are deferred and
amortized in the Statemeant of Activities, These costs
were reported in full in the Funds when the debt was
first issued, whereas these amounts are defarred and
amortized in the Statement of Activities, 550,318

Unfunded other postemployment benefits are not
reported in the Governmental Funds. (646,149)

Long-term liabfliies such as Debt, Accrued Interast, and
Compensaied Absences are not due and payable in the
current period and accordingly are not reported as fund
liabilities. Both current and long-tetm liabilites are
reported in the Statement of Net Asseis.

Long-term Debt 3 (33,420,000)

Unamortized loss on debt refundings 572,142

Accrued interest {175,105)

Compenrsated absences {708,834} (33,731,797}
Total net assets of governmental activities $ (4,388,457)

The accompanying notes are an integral part of the financial statements.
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BROWNSVILLE AREA SCHOGL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Totat Nonmajor Total
Governmantal Governmenial
Geaneraf Fund Consteuction Funds Funds
Revenues
Local Revenue Sources ] 6,190,687 & 7806 § 7ie s 6,199,212
State Revenus Sources 18,088,640 - - 16,068,640
Fedleral Revenue Sources 2,704,262 - - 2,704,252
Tolal Revenues 24,868,579 7,808 719 24,672 104
Expenditures
Current operating:
Instructicn 13,852,643 - - 13,862,543
Support Sarvices 7,086,468 - 22122 7,068,680
Nonnstructional Services 310,155 . - 310,188
Miscellanacus - 16,363 - 16,383
Debt service
Principal 1,115,500 - - 1,115,800
Inderest 1,410,100 - - 1,410,100
Total Expanditures 23,754,785 18,363 232123 23,793,251
Excess {deficiency) of revenues
over expendiures 1,208,813 (8,667) {21,403) 1,178,853
Other fizancing scurces (usesy
Bale of Fixed Assets ‘ - - - -
Transfers in - - - -
Transfers out - - - -
Total other Mhancing
sources {uses) - - - -
Net change in fund balance 1,208,813 {8,587) (21,403} 1,178,853
Fund kalance, baginning of year 871,645 8,008,848 126,207 8,094,698
Fund balance, end of year ¥ 2,080,458 % 8,188,288 $ 104,804 & 10,273,657

The accernpenying notes are In integral part of the financlal statements.



BROWNSVILLE AREA SCHOQL DISTRICT

RECONCILIATICN OF STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES CF GOVERNMENTAL FUNDS TO THE STATEMENT COF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2012

Amounts reported for governmental activities in the Statement of Activities ars differant
because:

Net Ghange in fund balances - total governmental funds

Governmental funds report capital outlays as expendituras. However, In the statement of
acdlivities the cost of those assefs Is allocated over the estimatad useful lives and
reported as depreciation expense. This is tha amount by which cepital outlays axceeded
depreciation expensa in the current periad,

Capital outlays

Depreciation expense

Payments of long-lerm debt and certain expenditures of dabt issuance are expensed
when paid in the Governmental Funds, but are amortized or recorded as a reduction of
long tarm fabilities in tha Statement of Net Assets.

Debt principal repayments

Change in acorued inferest

Amortization of loss on debf refundings

Amortization of bond discount and issuance costs

Governmental Funds do not report the change in Other postemployment benefit liabifity,

Real gstate taxes reporied in the funds include receipt of prior year delinguent taxes and
do not inelude revanue altibutable to the current year's delinquent tax receivable. This
amount Is the net effect of these differences. '

Current year

Priar year

Chafigeas In net assets of governmental activitios
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$ 1,178,363
231,903
(734,324) {502,421
1,115,500
4147
(46,734)
(69.636) 1,003,277
(103,112)
1,188,407
(935,215) 262,192

3

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

1,828,788



BROWNSVILLE AREA SCHOOL DISTRICT

Assats

STATEMENT OF NET ASSETS
PROPRIETARY FUND
JUNE 30, 2012

Current Assets;
Cash and cash equivalents
Due from other governments
Inventories

Total current assets

Noncurrent assets:
Capital Assefs (net of accumulated
depreciation of $117,929)

Total noncurrent assets

Total assets

Liabilities

Current liabilifies:

Accounis paysble
Unearned revenue
Due to other funds

Total current liabilities

Total liabilities

Net Assels

invested in Capital Assets, net of
Relatad Debf
Unrestricted

Totat net assets (deficif)

Total liabilities and nat assets

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

Cafeteria Fund

B 97,730
8,287
30,816

138,832

38,398

36,395

3 173227

$ 3,124
16,268
657,111

576,531

578,531

36,395
(439,699)

(403,304)

3 173,227




BROWNSVILLE AREA SCHOOL DISTRICT

Page 16

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET DEFICIT

PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2012

Operating Revenues
Receipis from Providing Services

Total Cperating Revenues

Operating Expenses
Foad Service
Depraciation and amorization
Total Operating Expenses

Operating Loss

Nonoperating Revenues (Expenses)
Interest Income
Grants

Total Nonoperating Revenues (Expenseas)
Changes in Net Assets

Net Dieficit - Beginning of Year

Net Deficit - End of Year

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

Business-Typs
Activities -
Enterprise Fund

Cafeteria Fund

283,247

293,242

1,114,622
3128

1,117,750

(824,508)

1
f45,844

845,845

21,337

(424,641)

(403,304)




BROWNSVILLE AREA SCHOOL DISTRIGT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2012

Cash flows from operafing activities
Cash recelvad from cusiomers
Cash pald to employess
Casn paid to suppliers

Nef cash used in operating sctivities

Cash flows from investing acfivitles
Interest income

Nat cash provided by investing activities

Cash flows from non-capital finaneing activities
Grant payments recelved

Net cash provided by non-capital financing activities

Net decrease in cash and cash eguivalents

Beginning cash and cash equivalents
Ending cash and cash equivalents

RECONGILIATION OF OPERATING Less TO NET CASH USED IN CPERATING
ACTIVITIES

Operating loss
Adjustments to reconclle operating loss to nel cagh used in operating activities
Depreciation and amaortization
[ronated gocds
(Increase) decrease in assets
Account receivable
Inventories
Increase (decrsasa) in liabilltes
Accounts payable

Net cash used in operating activities

The gccompanying notes are an integral part of the financtal stataments.
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Business-Type
Activitier -

Enterprise Fund
_Cafeterla Fund _

$ 293,953
1812,800)

497,712)
(816,358)

816,140

518,140
(218)

97,048

$ 97,730

$  (B24,508)

3,128
49,827

710
G669

(45,179
$ {816,359)
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BROWNSVILLE AREA SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2012

Othar
Agency Funds
Assets
Cash and Cash Equivalenis $ 45,456
Total Assets $ 45 456
Liahilities

Liabilities

Funds Held in Fiduciary Capacity 3 45 456
Total Liabilities § 45 456

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, 2012

ORGANIZATION

The Brownsville Area Schocl District (the Schoal District) is a Third Class school
district located mostly in Fayette County, Pennsylvania. It encompasses an area
of approximately 58 square miles and includes Brownsville Borough, Brownsville
Township, Luzerne Tewnship, Redstone Township, and West Brownsville
Borough. West Brownsville Borough is in Washington County. Additionally, a
partion of West Brownsville Borough is in the California Area Schaol District.

The 8chool District provides basic educational services to approximately 2,000
students In three elementary buildings and one middle schoolfsenior high school
building. Al buildings are publicly owned.

A. REPORTING ENTITY:

The Board of School Directors has governance responsibilities over all
activities related to public slementary and secondary school education within
the jurisdiction of the Schocl 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 “repotfing entity” since
Board members are slacted by the public and have decision making
authority, the power fo designate management, the responshbilty to
significantly influence operations, and primary accountability for fiscal
matters.

The Schoel District has investigated the existence of agencies that should be
evaluated for pessible 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 Scheol District's financial
statements do not inclucle any other agency as part of the reporting entity,

B. JOINTLY GOVERNED QORGANIZATIONS:
Intermediate Unit I;

The School District is a participating member of the Intermediate Unit | (JU 1.
The I 1 s run by a joint committee consisting of members from each
participeting district, No participating district apgoints a majority of the joint
committse. The Board of Directors of each participating district must
approve the IU I's annual operating budget. The U | is a self-sustaining
organization that provides services for fees to participating disfricts. As such,
the School District has no on-going financial interest or financial responsibility
in the 1U 1. The IU | contracts with participating districts to 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, 2012

ORGANIZATION (CONTINUED)
B. JOINTLY GOVERNED ORGANIZATIONS (CONTINUED):

Fayeite County Arsa Vocational Technical Schoal:

The School District is one of four mamber school districts of the Fayette
Couniy Area Vocational Technical School (FCAVTS). The FCAVTS's Joini
Operating Committee Is made up of three school board members from each
of the four member districis. These board members are appointed to this
position by their Board of Direstors. This committee makes business-refatad
decisions pertalning to the FCAVTS. Ng meimnber of this commities
exercises specific control over the fiscal policies or opsarations of FCAVTS,
The FCAVTS provides vocational-technical fraining and education to
participating studants of the member dietricis, The Schael District's share of
annual operating costs for FCAVTS fluctuates hased on the number of
participating students fram the School District @ach year.

SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES:

The financial stalements of the School District have been prepared in
conformity with U.S. generally accepted accounting principles (GAAP) as
applied to governmental unifs. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing
governmental acccunting and financial reporting principles. The School
District also applles Financial Accounting Standards Beoard (FASB)
statements and interpretations issued cn or before November 30, 1988, to its
business-type activities and to its enterprise fund provided they do not
conflict with of confradict GASB pronouncements. The School District
follows accounting practices prescribed by the Manual of Accounting and
Financial Reparting for Pennsylvania Public Schools, Issued by the
Penrnsylvania Department of Education, which are in conformity with the
above ~mentianed GAAP. Following are the more significant of the School
Gistrict's accounting policies.

BASIS OF PRESENTATION:

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

1. Gaovernment-Wide Financial Statements;

The government-wide financial statements Inciude the statement of nat
assets and the statement of activities and display information about the
School District as a whole. These statements include the financial actjvities
of the School District, except for fiduciary funds. The statements distinguish
governmental activiies that are supperted 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, 2012

SUMMARY GF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

A. BASIS OF PRESENTATION (CONTINUED):

1. Government-Wide Financial Statements (Continued):

The statement of net assets presents the financial condition of ths
govarnmental and business-type activifles of the Scheol District at fiscal year
end. The statement of activities demonstrates the degree o 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
purchasse, use or diractly benefit from goods, services, or privileges provided
by & given function, and (b} grants and confributions that are restricted to
meeting the operaticnal or capital requirements of & particular function.
Intergovernmental payments and other items not preperly included among
program revenues are repotted as general revenues.

2. Fund Financial Statemenis:

Fund financial statements, which include governmental, proprietary, and
fiduciary funds, are designed to prasent financial information of the School
District at & more detailled level. The focus of governmental and enterprise
fund financial staternents is on major funds. Each major fund is prasentad in
a separate column. Nor-major funds are aggregated and presented in a
single column. Fiduciary funds are reported by type.

FUND ACCOUNTING:
1. Gavernmental Fund Types:

During the year, the School District segregates transactions related to certain
School District functions or activities in separate funds in order to ald
financial management and to demonsirate legal compliance. A fund is
defined as a fiscal and accounting enfity with a self-balancing set of accaunts
which comprise its assels, liabilites, fund balances/net assets, and revenues
and expenditures or expenses, as appropriate. There are three categories of
funds: govarmmental, proprietary, and fiduciary. The School District
maintains the following funds:

a. General Fund:

The general fund is used fo account for all financial resources, except
those required to be accounted for in another fund. The general fund
balance is available to the School District for any purpose provided it is
expended or transferred aceording to the general laws of Pennsylvania.
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BROWNSVILLE AREA SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (CONTINUED):

B.

FUND ACCOUNTING (CONTINUED}:

1. Govermnmental Fund Types (Continued):

b.

Special Revenus Funds:

Special revenue funds are used to account for financial resources that
are legally restricted to expenditures for specifiad 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 accountis 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.

[Jabt Service Funds:

Debt service funds are used to account for the accumulation of
resources for, and the payment of general long-term deht principal and
interest,

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, 2012
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
B. FUND ACCOUNTING (CONTINUED):

2. Proprietary Fund Types:

Pags 23

Proprietary fund reporting focuses on the determination of opearating
income, changes in net assets, financtal position, and cash flows. The
following is the Schoal District's proprietary type fund:

Enterprise Fund;

The snterprise fund may be used fo account for any activity for which a
fee is charged to exisrnal 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
Directors has decided that the revenues earned, costs incurred, and net
inceme are necessary to management accountability. The School
District accounts for food setvice as an enterprise fund.

3. Fiduciary Fund Types:

Fiduciary fund reperting focuses on net assets and changes In net
assets. The fiduciary fund category is split Into four classifications:
pension trust funds, investment trust funds, private purpose trust funds,
and agency funds. Trust funds are used to account for assets held by
the School District under a frust agreement for individuals, private
organizations, or other governments and ars not avallable to support the
Behool District's own programs. The School District has no trust funds.
Agency funds are custodial in nature (assais equa! liabilities) and do not
involve measurement of results of operations. The School District
malntalins one ageney fund, the ectivity fund, which is used fo account for
the assets which belong fo various student groups.
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BROWNSWILLE AREA SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2012

NQTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

C. MEASUREMENT FOCUS:

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

1.

Governmeni-Wide Financlal Statements;

The government-wide financial statemanis are prepared using a flow of
gconamic resources measurement focus. Al assets and all liabilities
assoclated with the operation of the School District are included on the
statement of het assets. As a general ruls, the effect of inter-fund activity
has been eliminzted 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, expendituras, and changses in
fund balances refiects the sources (i.e., revenues and other financing
sources) and uses (e, expenditures and cther financing uses) of
current financial resources. This approach differs from the manner in
which the governmanial activities of the govermment-wide financial
statements are prepared. Governmental fund financial statements,
therefore, Inchide a raconciliation with brief explanations to betier identify
the relationship between the government-wide statements and the fund
finanzial statements for governmental funds.

The proprietary funds are accounted for using a flow of economic
resources measurement focus, as in the govemment-wide financial
statements. All assets and liabilities (current and noncurrent) associated
with the operation of the funds are included on the statement of net
assets. The statement of changes in revenues, expenses, and changas
in net assets present increases (i.e, revenues) and decreases (ie.,
gxpenses) in total net assets. The statement of cash flows reflects how
the School District finances and meets the cash flow needs of its
propristary 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
an nat assets.

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

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

accounts for all financial resources of the ganeral government, except
those required fo be accounted for in another fund,
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BROWNSVILL.E AREA SCHCQL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED})

JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

C. MEASUREMENT FOCUS (CONTINUED)

2. Fund Financlal Statemenis (Continued);

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

P. BASIS OF ACCOUNTING:

Basis of accounting refers to when revenues and expenditures or expensas
are recognized Iin the accounts and reparted in the financial statements,
regardless of the measurement focus,

1.

Government-Wide Financial Statements:

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, regardiess of the
timing of the cash flows.

2. Fund Financial Statements:

In the fund financlal statements, governmental funds are reparted using
the modified acerual basis of accounting and the proprietary funds are
reported using the accrual basis of aceounting. With the modified
accrual basis, revenues are recognized when they are both measuresble
and available. Available means collectible within the current period or
soon enough thereafter to pay current liabilities. For this purposs, the
School District genarally considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period.
Expenditures generally are racorded 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 suscepiible tc accrual include: property taxes,
income taxes, intergoveramental revenues, investment income, rent, and
certain miscellaneous ravenues. In genaral, other revenuss are
recognized when cash is received, In applying the susceptible to accrual
concept fo intergovernmental revenues, there are essentially two types
of revenues. in one, monies must be expanded on the specific purpose
or project before any amounts will be earned by the Schoo! District;
therefore, revenues are recognized based upon the expenditures
ineurred. In the other, mionies are virtually unrestricted and are usualiy
revocable only for fallure to comply with prescribed compliance
requirements. Thase resources are refiecied as revenues at the time of
receipt or earlier if the susceptible to accrual criteria are met,
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BRCWNSVILLE AREA SCHOOL DISTRICT

MOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2012

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

E. BUDGETS AND BUDGETARY ACCCUNTING:

An operating budget is adepted each year for the general fund on a modified
accrual basis of accounting,

The Pennsylvania School Code dictates specific procedures relative to
adoption of the Schoegl Districts budget and reporting of its financial
statements, specifically,

The Scheol District is required to prepare an goperating budget for the
succeading fiscal year,

The Board of School Directors may make transfers of funds approoriated
to any particular item of expenditure by legisiative action. The budget
data reflected in the combined financial statements include the criginal
budgeted amounts filad with the Pennsylvania Departmeant of Education
and the final appropriation amounts passec by the Board of School
Directors during the fiscal year,

Fund balances in budgefary funds may be appropriated based on
resolutions passed by the Board of Education, which authorizes the
8choal 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 adopfed.

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

1.

Cash and Equivalents:

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

[nvestmants:

Investmentis 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, 2012

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED):

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

3. Real Estate Taxes;

Real estate taxes ars collected from property owners within the five
municipalities comprising the School District, The tax on real estate for
public school purposes for fiscal year 2012 was 156.57 mills ($16.57 per
$1,000.00 of assessed valuation) as levied by the Board of Scheol
Directors. Thz real estate tax rate for West Brownsville Baorough in
Washingtch County was 93.21 mills ($93.21 per $1,000.00 of assessed
valuation). Assessed valuations of property are determined by Fayette
County and Washington County, respectively; and the elected tax
collsctors are responsible for collection.

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

The School District, in accordance with GAAPR, recognized the delinguent
and unpaid taxes recaivable reduced by an allowance for uncollectible
taxes as determined by the administration. A portion of the net amount
estimated to be collectinle which was measurable and available within 60
days was recoghized as revenue and the balance deferred in the fund
finanglial statements.

4. Inventory:

On 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.

Invenicries in governmental funds are stated at cost by the firstin, first-
out method, The purchase method is used to account for inventories.
Under the purchase methad, inventaries are recorded as expenditures
whenh purchased. Inventories in the genaral fund are equally offset by a
fund balance reserve which indicates they do not constitute “available
spendable resources” sven though they are & component of net current
assets. Currently, the general fund does not have an inventory balance.
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BROWNGVILLE AREA SCHOOCL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2012

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

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

4. Inventory (Continued);

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 llems:;

Payments made to vendars for services that will benefit perfods beyond
the current fiscal year are recorded as prepaid items using the
consumption methad. A current asset for the prepald amount is
recorded at the fime of purchase and expenditurs/expense is repartad in
the year which services are consumed.

6. Capital Asgets:

General capital assets are those assets not specifically related to
activities reported in the proprietary funds. These assets result from
expenditures in the governmental funds, These assets are reported in
the governmental astivities column on the government-wide statement of
net assets but are not reported on the fund financial statements. Capital
assets used by the proprietary funds are reported in both the business-
fype activities coiumn on the government-wide statament of net assets
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 assats should be recorded at their fair market value on the date
donated. The School Distict maintains a capitalization threshold of
$1,500,

All capital assefs, except land and construction In progress, are
depreciated, Since surplus essels are sold for an immaterial amount
when declared as no longer needed for public schoal purposes by the
Board of School Directors, no salvage value is taken into consideration
for depreciation purposes. Depreciation is computed using the straighi-
line method over the following useful lives:

Description Estimated Lives
Land Improvements 16 - 20 years
Buildings and bullding improvements 15 - 50 years
Vehicles 7 —10 years

Equipment 6~ 10 years



Page 29

BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED!
JUNE 30, 2012

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

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

7. Accrued Liabilities and Long-Term Obligations:

All payables, accrued liabllities, and long-term obligations are reported
on the government-wide financial stafements. 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 lizbilities on the fund financial
stetements only to the extent that they are due for payment during the
current year.

In the government-wide financial statements and proprietary fund types
in the fund financial staternents, long-term debt and other long-term
obligations are reported as liabilfies In the applicable governmental
activiies or proprietary fund type statement of net assets. Bond
pramiums and discounts, gs well as issuance costs, are deferred and
amortized over the life of the bends using the effective interest method.
Bonds payable are reporied net of the applicable bond prerium or
discount. Bond issuance costs are reported as deferred charges and
amortized over tha 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 peried. The face amount of debt izsued is reported as other
financing sources while discounts on debt fssuances are reporfed as
other financing uses. lssuzance costs, whather or not withkeld from the
actual debt proceeds received, are reported as debt service
experditures.

8. Unearned/Deferred Revenues:

Governmental funds report deferred revenues in connaction with
receivables for revenues that are not considered to be available o
liquidate liabilities of the current period (i.e., receivables for delinquent
taxes which wers levied in the current and prior vears but will not be
available to pay liabilities of the current pericd. Thay will be recognized
as revenues in the year collected.) Governmental funds also defer
revenue recognifion in connection with resources that have been
received but not yet eamed (i.e., advance payments received by the
School District under grants for specific programs. These advance
payrnents will be recognized as revenues when the related expendituras
are incurrad).
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCCUNTING POLICIES {CONTINUED):

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

8. Compensated Absences:

It is the School District's policy to permit employess to accumulate
unused sick leave and, upan termination, pay employees based upon an
amount per unused sick day. Liabilittes for accumulated leaves and
termination compansation are recognized in the yesar that the righis to
such benefits are earned. The liability to present employees is based
upon current contract arrangements.  The entire compensated absence
liability is reported on the governmeni-wide financial statemeants. On
governmental fund financial statements, compensated absences are
recognized as expenditures to the extent payments come dus 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 to work on a twalve-month
schedule are credited with vacation rates which vary with length of
service or job classification. Unused vacation days for administraiors
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 ien to twelve
days of sick lsave annually, as set forth in their contracts, to an unlimited
maximum. Upen retirement, edministrators (Act 93 employees) are paid
$150 per day up fo & maximum of 200 days for unused sick days. Upon
retirement, teachers are paid $80 for each accumuiated, unused sick day
Up to a maximum of 200 days. Schoo! District administrative offics
secretaries are pald $30 for each accumulated, unused sick day up to a
maximum of 200 days. Service Employess International Union (SEIU)
employees are paid $20 for each accumulated, unused sick day up to a
maximum of 200 days.

6. Personal Days:

In addition fo vacation and sick leave, School District employees are
entitled to three to five personal days, varying according to 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 ebsences had a balance of $708,834 as of June 30, 2012,
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUEDY:

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

10, Interfund Transactions:

Interfund balances between governmental and business-type activities
on the governmenit-wide statements are reported as “internal
balances.” On fund financial statements, receivables and payables
rasulting from shori-term interfund loans are classified as “Intstfund
Receivables/Payables." Interfund balances within governmental
activities and within businese-typa activites ars eliminated on the
government-wide statement of net assets.

Flows of cash or goods from ona fund to another without a requirement
for repayment are reported as interfund transfers, Interfund transfers
are reported as other financing sourcesfuses in governmental funds
and after nonoperating revenues/expenses in the enferprise fund.
Interfund transfers within governmental activities and within business-
fype activities arz elminated on the government-wide statement of
activities.

11. Net Asseis:

Net assets represent the difference between assets and liabilities. Net
assefs invested in capital assets consists of capital assets, net of
accumulated depreciation, reduced by the ouistanding balence of any
baorrowing used for the acquisition, constructian, or improvement of
those assels. Met assats are reparted as restricted when there are
limitations imposed on their use either through the enabling iegislation
adopted by the Schoo! District or through extemal restrictions impesed
by creditors, grantors, or laws or regulations of other governments.
The Schoal District's policy is to first apply restricted resources when
an expense is incurred for purposes for which both restricted and
unrestricted net assets are availabla,

12. Fund Balance Reserves:

Fund Balance Classification: The governmental fund  financial
statements present fund balances based on classifications that
comprise 8 hierarchy that is basad primarily on the extent to which the
School District is bound to honor constraints on the specific purpeses
for which amounts in the respsctive governmental funds can be spent.
The classifications used in the governmental fund financlal statements
are as follows:

s Nanspendable, This classification includes amounts that cannot be
spent because they are either (a) not in spendable form or (b) are
legally or contractually required to he maintained intact The School
District had $6,898 of nonspandable resources in the General Fund
as of June 3C, 2012.
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NOTE 2: SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

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

12. Fund Balance Reserves (Continued):

sReslricled, This classification includes amounts for which
constraints have besn placed on the use of the resources either (a)
externally imposed by creditors (such as through a dabt covenant),
grantors, confributors, or laws or regulations of other governments,
or (k) imposed by law through constitutional provisions or enabling
legiglation. The Schcol District had resfricled resources of
$8,193,093 as of June 30, 2012.

o« Committed: This classification Includes amounts that can be used
anly 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 retmoves or changes
the specified use by taking the same type of action (ordinance or
resolution} that was employed when the funds were Initially
committed. Thig claseification also includes contractual obligafions to
the extent that existing resources have been speacifically committad
for use in satisfying those coniractual requirements. The School
District did not have any committed resources as of June 30, 2012.

s Assigned. This classification incliudes amounts that are constrained
by the School District's intent to be used for & specific purpose but
are neither restricted nor committed. This intent can be expressead by
the Board of Directors or through the Board of Directars delegating
this responsiility to the School District's management. This
classification also includas the remaining pesitive fund balance for all
governmental funds except for the General Fund. The School District
did not have any assigned resources as of June 30, 2012,

« Unassigned, This classification includes the residual fund balance
for the General Fuhd. The Unassigned classification also includes
negative residual fund balance cf any other governmenial fund that
cannot be eliminated by offsetting of Assigned fund balance
amounts. The School District had $2,073,580 of unassignad
resources in the General Fund as of June 30, 2012,

The Schocl District would fypically use Restricted fund balances first,
followed by Committed resources, and then Assignad rasources, &s
appropriate opportunities arise, but reserves the right fo selectively
spend Unassigned resources first to defer the use of these other
classifled funds.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2012

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

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

13. Operating Revenues and Expenses;

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

14, Adoption of Governmental Accounting Standards Board Statements

16,

The School District adopted the provisions of GASB Statement No. §7,
"OPEB Msasurements by Agent Employers and Agent Multiple-
Employers Plans.” The adoption of this statement had no effect on the
financial reperting infarmation for the School District.

The School District adopted the provisions of GASB Statement No. 80,
“Accounfing and Financial Reparting for Service GConcession
Agresments”. The adoption of ihis statement had no effect on the
financial reporting information for the School District.

The School District adopted the provisions of GABE Stalement No. 84,
“Derivative Instruments: Application of Hedge Accourniing Termination
Pravisions — an amendment of GASB Sfatement No. 53", The adoption
of this statement had no effect on the financial reporting information for
the School District,

Pending Changes in Accounting Principles

In December 2010 the GASE Issued Statement No. 61, “The Financial
Reporting Entity: Cmnibus” The School District is required to adopt
Statement No. €1 for its fiscal year 2013 financial statements.

In December 2010 the GASB issued Statement No. 682, "Codification of
Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 FASB and AICPA Pronouncements.” The School
District is required to adopt Statement No. 82 for its fiscal vear 2013
financial statemenis.

In June 2011, the GASB issued Statement No. 83, “Finarncial
Reporting of Deferred Oulflows of Resources, Defarred Inflows of
Resources, and Net Position”. The School District is required to adopt
Statement No. 83 for its fiscal year 2013 financial statements.

in March 2012, the GASE issued Statemnent No. 85, “fems Frevicusly
Reported as Assefs and Liabilities”. The Schaol District is required to
adopt statement No. B5 for its fiscal year 2014 financial statements.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES {CONTINUED):

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

18, Pending Changes in Acgounting Pringiples (Continued)

In March 2012, the GASB issued Statement No. 66, “Technical
Corrsctions — 2012 An Amendment of GASB Statements Mo, 10 and
No. 62°. The School District is required to adopt statement No. 68 for
its fiscal year 2014 financial statements.

In June of 2012, 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 2014 financial statements.

in June of 2012, The GASBE issued Statement No. 68 "Accounting 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 2015 financial statements.

G. USE QF ESTIMATES:

The preparation of financial statements in conformiy with U.5. generally
accepted accounting principles requires management fo make estimeates and
assumptions that affect certain reported amounts and disclosures.
Accordingly, actual amounts could differ from those estimates.

NOTE 3 DETAILED NCTES ON ALL FUNDS:

A. CASH AND INVESTMENTS:

Under Section 440.1 of the Public Schoo! Code of 1949, ag amended, the
School District is permitied to invest funds in the following types of
investmants:

1.

U.S. treasury bills; short-term securities (have a maturity of less than
13 months) of the WS, Govemment, ts agencies, or iis
instrumantalities; and obligations of (a) the United States of America
or ary of its agencies or instrumentalities backed by the full faith and
credit of the United States of America, (b) the Commonwealth of
Pannsylvania or any of ifs agencles or Insfrumentalities backed by
the full faith of and credit of the Commonwealth, or (c) any political
subdivision of the Commonwsalth of Pennsylvania or any of its
agencies or insfrumentaiities backed by the full faith and credit of the
palitical subdivigion.
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JUNE 30, 2042

NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED);

A, CASH AND INVESTMENTS (CONTINUED):

2,

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

Deposits in savings accountg or lime deposits or share accounts of
institutions insured by the Fedsral Deposit Insurance Corporation 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 pledgad 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 weare in violation of either the state statutes 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 depesits may not be returned to it. The School
District does not have a deposit policy for custodial credit risk. As of
June 30, 2012, $2,528,745 of the School District's bank balance of
$2,781,382 was exposed to custodial credit risk as uninsured and
vollateral was held by the pledging bank's trust department and not
in the School District's name.

2. Investmenis:

a.

Interest Rate Risk:

The School District has a formal investment policy that limits
investment maturities as & means of managing its exposure fo fair
value losses arising from increasing interest rates,

Credit Risk/Concentration of Credit Risk;
The School District's policy does not imit its investment choices to

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



Page 36

BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED;}
JUNE 30, 2012
NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED):
A CASH AND INVESTMENTS (CONTINUED):
2. [nvestments (Continued):

b. Credit RiskiConcentration of Credit Risk (Continued):

Less Than
Investment Type Fair Value 1 Year
U.8. Government Agencies $ 4,451,024 $ 4,451,024
Cormporate 1ssues 3,124,446 3,124,448
Total $ 7,575,470 $ 7,575,470

Becausa the money market mutual fund as of June 30, 2012, was
comprised entirely of sheriterm U.8. Government Investments, it is
presented as an investment with a maturity of less than 13 months,

Credit Percent of
Investment Type Quality Rating Investment Type
U.S. Government Securities AAA : 100%
Corporate Bonds AAA 84%

Corporate Bonds Unrated 36%
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NOTE & DETAILED NOTES ON ALL FUNDS (CONTINUED):

B. TAXES RECEIVABLE AND DEFERRED REVENUES;

The balances at June 30, 2012, were as follows:

Gross Tax
Taxes Revenues Defsrred
Receivable Recognized Taxes
Real estate taxes $ 1,188,407 %

- § 1188407

C. DUE FROM OTHER GOVERNMENTS:

Amounts due from other governments rapresent receivables for revenues

earned by the School District or collections made by other governmenial
units on bshalf of the School District.

At June 30, 2012, the following
amounts were due from other governmental unifs;

Due From Genaral Fund  Enterprise Fund

Federal $ 331,333 $ 8287

State 152,355 -
Total

$ 483688 $  B287
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NOTE 3; DETAILED NOTES ON ALL FUNDS (CONTINUED):
D. INTERFUND TRANSACTIONS:
The camposition of interfund balances is a3 follows:
Due from Due to
General Fund $ 557,111 § 512,750
Construction Fund 512,780 -
Enterprise Fund - 567,111
Total $ 1,069,861 § 1,069,861
E. CAPTITAL ASSETS:
Capital asset activity of the School District's governmental activities for the
fiscal year endad June 30, 2012, is listed bslow.
Beginning Ending
GOVERNMENTAL ACTIVITIES Balance Increases Decreases Balance
Capitai Assets, Nof Being Depreciatec:

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

Buildings and Improvements 27,971,000 114,830 26,085,930

Equipment and Vehicles 4,008,903 116 873 4,123,878
Totsl Capital Assets, Being Cepreciated 31,677 903 231,803 32,200,808
Less Accumulated Depreciation For;

Buildings and Iriprovaments (11,002,229) (695,658) (11,697,887)

Equipment and Vehicles {3,187 478) (135,666) (3,338,144)
Total Accumulated Depreciation (14,158,707 (734,324} {14,934.031)
Total Capital Assets, Being Depreciated, Net 17,778,198 (502,421} 17,278,775
Governmental Activities Capital Assets, Net $ 18479638 § (B02421) $ 17.977.215
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED):
E. CAPTITAL ASSETS (CONTINVED}:

Depreciation expense was charged to governmental functichs as follows:

Instruction $ 686,370
Instructional student support 36,038
Student zetivities 11,816
Totat $ 734,324
Beginning Ending
BUSINESS TYPE ACTIVITIES Balzhce Increzses Decreases Balance

Capital Assets, Being Dapreciated.

Equipment § 154324 § - 3 - § 154324
Total Capital Assets, Being Depreciated 4_ 154,324 - - 154,324
Less Accumulated Depreciation (114,801} (3,128) . {117,928)
Totel Capilal Assets, Being Depraciated, Net 39,523 (3,128) - 36,395
Business Type Activities Capital Assets, Net $ 39523 § {3128} § - § 35,395
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NOTE & DETAILED NOTES ON ALL FUNDS (CONTINUED}:
F. GENERAL LONG-TERM DEBT;

Changes in the School District's long-term debt during fiscal year 2012 was

as follows:
Beginning : Ending Amounts due
Balance Additions Retirements Balance within one year
Series 2003 $ 2470000 3 - % (325,000) § 2,145,000 § 320,000
Series 2005 9,170,000 . (135,000) 8,035,000 145,000
Series 2008 8,830,000 . {25,000) 8,805,000 25,000
Serigs 2007 8,460,000 - {35,000 8,425,000 35,000
Series 2008 625,500 - (120,500 505,000 134,500
Series 2009 980,000 - (100,000) 880,000 100,000
Series A of 2009 4,000,000 - (375,000 3,625,000 390,000
Total § 34535500 $ - $ (1,115500) 33420000 $  1,49.500
Less: Deferred Loss on Refunding (NOTE 3N) (572,142)
Less: Amount due within on year : (1.149,500)
Total Long-term Dabt § 31698358
Governmental Activities ]
Principal Interest Total Debt Service
Requireaments Requiremeants Reguirements
Year Ended December 31:
2013 $ 1,148,500 $ 1,376,139 § 2,625 639
2014 1,188,000 1,338,085 2,526,085
2015 1,237,000 1,205,021 2,532,021
2016 1,315,500 1,248,802 2,662,392
2017 1,425,000 1,191,922 2,616,922
2018-2022 6,675,000 5,061,304 11,736,304
2023-2027 5,865,000 3,861,641 0,726,641
2028-2032 7,245,000 2 476,656 8,721,656
2033-2036 7,320,000 680,791 8,000,791

Total B 33420000 $ 18,526/457 $ 51,848,451
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2012

DETAILED NOTES ON ALL FUNDS {CONTINUED):
G. STATE PUBLIC SCHOOL BUILDING AUTHORITY, SCHOOL REVENUE

BONDS, SERIES OF 2003;

The Series of 2003 Bonds, in the amount of $20,400,000 were usad 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 varlous
capital faclities of the Scheol District, including, particularly the Redstone
Elementary/Middle School Complex and high school building; ang (d) pay
certain costs associated with issuance of the 2003 Bonds.

The bonds beer interest at rates ranging from 2.C00% to 4.760% payable
semi-annually on May 15 and November 15. Bonds mafuring on or after
November 15, 2014, are subject to optional redemption prior to maturity by
the Authority at the direction of the Schoot 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, 2008. 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, 2006. The Bonds are subject to optional
redempiion on and after November 15, 2010, at 100% of the principal
amount,

The Series of 2005 Bonds were [ssued for (a) the construction of a new
elementary school and demolition of an existing school building and may
include consiruction, renovation, improvement, relocation, and/or repalr of
athletic feciliies and maintenance facilities of the District; (b) capitalized
interest; (c} currently refunding the outstanding portion of the School District's
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NOTE 3: DETAILED NCTES ON ALL FUNDS (CONTINUED):

GENERAL OBLIGATION BONDS, SERIES OF 2005 (CONTINUED):

Genaral 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 Asscciation located in Pittsburgh, Pennsylvania,
was established infc which funds from general revenuss of the $chool
District are to be deposited in amounts sufficient for the payment of interest
and principal,

GENERAL OBLIGATION BONDS, SERIES 2006:

The General Obligation Bonds, Series 2006, in the aggregate principal
ameunt of $9,000,000, are dated January 15, 2008. Interest, at rates ranging
from 3.200% fo 4.500%, is payable May 15 and November 15 with the first
interest payable on May 16, 2006. The Bonds are subject to optional
redemption on and after November 15, 2013, at 100% of the principal
amount,

The Series of 2008 Bonds were igsued to () prepay a portion ($8,395,000)
of the School District's General Obligation Bond, Serfes 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.
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NOTE 3 DETAILED NOTES ON ALL FUNDS {CONTINUED):
J. GENERAL OBLIGATION BONDS, SERIES 2008 (CONTINUED):

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

K. 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 3.650% to 4.C00%, 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 Seties 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 to secure the State Public School
Building Authority’s School Revenue Bonds, Series of 2003 and (o) paying
the cost of issuing these bonds.

Under terms of agreement with the purchaser of the Bonds, a Sinking Fund
with U.8. Bank, National Association located in Pittsburgh, Pennsylvania,
was established into which funds from gsnsral revenuss of the School
District are to be deposited in amounts sufficient for the payrment of interest
and principal,

L. GENERAL CBLIGATION NOTES, SERIES OF 2008

The Genheral Obligaticn Notes, Series of 2008, in the sggregate principal
amount of $825,600, are dated Novembsr 1, 2008, Intersst at 4.10% is
payable May 1 and November 1 with principle payments on November 1 and
the first interast payable on May 1, 2008.

The Series of 2008 Notes were issued to (a) repay the outstanding portion
{$815,000) of the Serles of 1937 Bonds and (b) to pay the cost of issuing
these bonds.
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JUNE 30, 2012

DETAILED NOTES ON ALL FUNDS (CONTINUED):
M. GENERAL OBLIGATION NOTES, SERIES OF 2009

fn December of 2008 the School District issued General Qhligation Notes,
Serigs of A of 2009, with a tax exampt portion of $980,000 and a federally
taxable portion of $4,000,000. The notes are dated December 41, 2009 and
mature on November 15, 2009, with Intersst only payments on May 15" and
interest and princlpie payments on November 15™ of each year. The notes
have interest rates varying from 1.81% to 5%. The proceeds are to be used
o refund & portion of the Series of 2003 and Series of 2005 Bonds, to pay
the varlous costs of issuance of the bonds, and to fund unfunded debt
ineutred as a result of a shortfall of budgeted revenues and insufficient cash
reserves,

Defeased Bonds — General Obligation Bonds, Serfes 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 $7,840,000, respactively, aggregate principal amount of the
School District's General Cbligation Note Serfes 2003, which was issued
pursuant to a Lcan Agreement dated as of March 15, 2003, between the
State Public School Authority and the School District to secure the Authority's
Schaol Revenue Bonds, Series of 2003, issued by the Authority, on behaif
the Schoo! District, pursuant fo a Trust Indenture dated as of March 15,
2043, between the Authority and JP. Morgan Trust Company, National
Association.

Serles 2008 refunded (a) $180C,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
2028, 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 duas on the
2003 Note In the years 2017 through 2025 and (b) $41C,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 muaturing {(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 bs the Bank of New
York Trust Company, N.A. {the Escrow Agent) and the School District, and
applied toward the purchass of Gavernment Obligations.
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NOTE 3: DETAILED NOTES CON ALL FUNDS (CONTINUED):
N. Befeased Bonds — General Obligation Bonds, Series of 2003 (Continued)

The Government Obligations will mature at such times and bs in such
amounts to 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 inierest on the Refunded Notes
as the same becomes due to and including the Redemption Date, Pursuant
to the terms cf the indenture, such payments will e applled to (a) redeem
the Refunded Bands on the Redamption Date and (b) pay the interest on the
Refunded Bonds as the same becomas 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 retiremenit of this portion of
the outstanding Seriss 2003 Bonds. Accordingly, this portion of the Series of
2003 Bonds and the above-mentionsd escrow account ars no longer
consldered an infagral part of the Scheol District's oparations 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 nef carrying amouni of the old debt
is required to be deferred and amortized as an element of inferest expensa
cver the life of the new debt. This amount is reported as a reduction against
the refunding debt liability on the statement of net assets.

Series 2003

Total Deferred Interest on Refunding $ 618,876
Current Year Interest Expense {48,734)
$ 572,142

NOTE 4: 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 compllance
audits by the grantors or their representatives. The School District is
potentially liable for any expenditure which may be disallowsd pursuant
to the terms of these grant programs. Management is not aware of any
material items on noncompliance which would result in the
disallcwarice of program expenditures.

2. Litigation:

In the normal course of operations, the Schoal District may ba involved
in various clvil 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 Junhe 30, 2012,
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OTHER INFORMATION {CONTINUED):
B. POST RETIREMENT HEALTHCARE BENEFITS:

Upon retirement, most employaes may zontinue fo balong to the Blue Cross/
Blue Shield Health Care Insurance until age 85. Effective September 1, 1997,
Bargaining Unit employess who retired and have not yet reached the age of 65
may retain Blue Cross/ Blue Shield bensfits until age 65 by continuing to pay the
group rate to the Scheol District. Far prior refirees, the Schoo! District pays
varying amounts towarc their Blue Cross/ Blue Shield coverage depending on
the contract in effect when they retired. For the year ended June 30, 2012 the
cost to the Schoo! District was $334,412,

Annual OPEB Cost and Net OPEB Obligation

The School Disirict's annual othter postemployment benefit {OPEB) cost
{expense) is calculated based on the annual required contributlon of the
employer (ARGC), an amount actuarially determined n accordance with the
parameters of GASB No. 45. The ARC represants a level of funding that, if paid
on an ongoing basis, is projected o cover hormal cost each year and amortize
any unfunded actuarial liabilities (or funding excess) over a period not to exceed
thirty years. The followlhg tabie shows the components of the School Bistrict's
annual OPEB cost for the year, the amount actually contributed to the plan, and
changes in the Township's net OPEB obiigation to the plan:

Governmental
Activities

Annual Required Contribution 8 444,057
Interest on Net OPER Cbligation 21,722
ARC Adjustmant (33,255)
Annual OPEB Cost 437,624
Contributions made 334,413
Net Increase in Net OPERB Obligation 103,111

Net OPEB Obligation, beginning of year 543,038

Net OPEB Obligation, end of year g 646149
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OTHER INFORMATION (CONTINUED):
B. POST RETIREMENT HEALTHCARE BENEFITS (CONTINUED);

The Scheol District's annual OPEB cost, the percentage of annual OPEB cost
contributed to the plan, and tha net CPEB obligation for 2012 is as follows:

Percentage
of Anhual Net
Fiscal Year Annual OPEB Cost OPEB
Ended OPEB Cost Contributed Obligation
8/30/2010 $ 501,807 B80% $ 439,805
6/30/2011 440,265 77% 543,038
613012012 437 524 76% 646,148

Funded Status and Funding Progress

As of June 30, 2010, the most recent actuarial valuation date, the plan was not
funded. The actuzrial accrued liability for benefits was $5,468,325 and there
were no assets, resulting in an unfunded actuarlal accrued liakility (UAAL) of
$5,468,326, which is 44.23% of the cavared payroll of $12,385,332 as of June
30, 2010,

Aciuarial valuations of an ongoing 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 confributions of the employer are subject o
continuzl revision as actual resulls are cormpared with past expactations and naw
estimates are made about the fuiure,

Actuarial Methods and Assumptions

Projections of benefits for financial reporiing purpcoses are based on the
substantive plan (the Plan as undarstood by the employer and the plan
members) and include the types of henefits provided at the time of each
valuation and the historical paltern of sharing of bensfit costs betwean the
employer and plan members o that point. The actuarial metheds and
assumptions used Include techniques that are designed to reduce the effecis of
short-term volatility in actuarial accrued liabilities and the actuarial valus of
assefs, consistent with long-term perspective of the calculations.

n the July 1, 2010 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 banefits,
The UAAL Is being amortized using the fevel dollar method over a period of 30
years on a closed basis.



NOTE 4:

Page 48

BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANGIAL STATEMENTS {CONTINUED)
‘ JUNE 30, 2012

OTHER INFORMATICN (CONTINUEDY;
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 Commonweslth of
Pennsylvania for the payment of fringe benefits.

During the year ended June 30, 2012, the School District recognized as
revenuas and expenditures $423,471 of Social Security/Medicare and expanse
of $668,334 of pension contributions received from the Commonwesalth 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 Intsarmediate Unit | Health
Consortium Trust {the Trust) (a public entity risk pool). The Trusts general
objectives are (1) fo formulate, develop, and administer on behalf of its
subscribers, a program of insurance; (2) to cbtain lower costs for the coverage!
(3) to reward subscribers for lower usage of the coverage, (4) to establish a
continuing voice with the Blue Cross/ Blue Shield; and (5) to manage the Trust's
healthcare dollar most effectively. The School Distrct is effectively purchasing a
policy through the Trust. The Scheool District has no exposure beyond the amount
paid for the policy.

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

During the year endsd June 30, 2012, the School District paid $2,422,712 into
the health consortium for health insurance benefits for its employees, which
included administration fees.

E. RISK MANAGEMENT:

The Schoal District is exposed to various risks of loss relatad to limited torts; theft
of, damage to, and destruction of assets; 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 prior fiscal year.
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OTHER INFORMATION (CONTINUEDY):
F. DEFINED BENEFIT PENSION PLAN:

Plan Descripticn

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

Type of plan:  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 Emgloyaes Retirement Code (Act No. 98 of
October 2, 1675, as amended) (24 Pa. C.S. 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 repcrt may be obtained by writing to Diane
J Wert, Office of Financial Management, Public Schooi Employees’ Retirement
System, PO Box 125, Harrisburg, Pennsylvania 17108-0125. This publication is
alos available on ihe PSERS website at

hitto: ffvwwipsers. state.ps.us/p ublicaticns/cafr/index. htm.
Funding Policy

Authority: The contribution policy is established in The Pubfic School
Employees Retirement Code and requires contributions by active members,
employsrs, and the Commonweslth,

Contribution Rates

Member Contributions: The average coniribution rate payable by the members
fs 7.37%. Effective January 1, 2002, the employae 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 before July 1, 2011 ig automatically a member of
Class T-D. The average mamber contributlon rate of 7.37% iz a pav-wsightad
average of member rates that vary based on date of hire and based on Class T-
D membership. Any employes who becomes a member after June 30, 2011
would becotne a Clags T-E member or, alternatively, elect to become a Class T-
F member. The kase contribution rate for Class T-E members is 7.50% of
compensation. The base contribution rate for Class T-F members s 10.30% of
compensation. Class T-E and Class T-F members are subject to a “shared-risk”
employee contribution rate.

Ermnployer Contributions: Contributions required of employers are based upon an
actuarial valuation. For the fiscal year ended June 30, 2012, the rate of
employer's contribution was 8.65 percent of covared payroll. The 8.65 percent
rate is composed of a pension confribution rate of 8.00 percent for pansion
benefits and .65 percent for healthcare insurance premium sssistance. The
Contribution made by the School District for the 2011-2012 fiscal year was
$662,402 from the Genaral Fund.
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Variancs with
Budgeted Amounts Actusl Final Budget
Original - Final Amounts Positive (Negative)
Revanuas
Local Revenue Sources 5 5498419 ¥ 5498419 § 5,190,687 § 682,268
State Revenus Sources 15,817,543 15,917,643 16,088,840 151,097
Fedaral Revenue Sources 2,628,116 2,628 116 2,704,252 76,138
Total Ravenues 24,044,078 24,044.078 24,863,579 915,501
Expenditures
Current operating:
Instruction 13,889,947 13,988,947 13,852,543 137,404
Support Services 7,132,584 7,132,684 7.066,468 56,118
Noninstructional Services 281,199 281,190 310,155 (18,9563
Miscellaneous - - - -
Dabt service 2,530,348 2,530,348 2,625 80O 4.748
Tatal Expenditures 23,944,078 23,944 079 23,754,766 189,312

Excess (deficiency) of revenues
ovar gxpenditures 100,000 100,000 1,208,873 1,108,813




BROWNSVILLE AREA SCHOOL DISTRICT
GCHEDULE OF FUNDING PROGRESS

JUNE 30, 2012

Schedule of Funding Progress for Post Employment Benafits other than Pensions
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Actuarial Accried

UAALas a

Actuarial Actuarial Liablilty (AAL) ~ Unfunded AAL Funded Coverad Percentage of
Valuation Value of Assets Projected Unit Credit (UAAL) Ratlo Payroll Coversd Payroll
Date (a} {b) (b-a) (a/b) {c) {(b-8)/c)
7M72008 - % 8,903,568 § 6,993,568 0.00% $ 11,103,763 52.98%
71112010 - 5,468,325 % 5,468,325 0.00% 12,355,332 44.26%
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BROWNSVILLE AREA SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2012

Total Nonmajor

Capital Permanent Governmental
Frojects Fund Fund Funds
Assets
Cash and cash equivalents $ 04,998 $ 21,752 % 116,750
Total assets . $ 94,608 § 21,762 § 116,780
Liabilities
Accounts payable $ 9,046 $ 2000 § 11,0446
Tota! liabilities 8,946 2,000 11,048
Fund Balance

Restricted 85,052 19,752 104,804
Total fund balance 85,052 19,752 104,804

Total liabilties and fund balancea 3 94868 3 21,752 % 116,750




Revenues
Local Sources

Total Revenues
Expenditures
Curreni operafing:
Support services
Total Expenditures

Excess (deficiency) of revenues
over expanditures

Other financing sources (uses)
Transfers out

Total other financing
s0urces (Uses)

Net change in fund balance

Fund balance, beginning of year

Fund halance, end of yaar

BROWNSVILLE AREA SCHOOL DISTRICT
COMEBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE

NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2012
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Total Nonmajor

Capital Permanent Governmental
Projects Fund Fund Funds

$ 701 & 18 § 719
701 18 718

20,088 2036 22,122

20,086 2,036 22,122
{18,385) (2,018) {21,403}
{19,385) {2,018) (21,403)

104,437 21,770 128,207

§ 85,052 % 18,752 § 104,804




