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Zelenkofske Axelrod LLC

Independent Auditer's Report

Members of the Board
Brownsville Area School District
Brownsville, Pennsylvania

We have audited the accompanying financial statemants of the govarnmental activities, the
business type activities, each major fund, and the aggregate remaining fund information of the
BROWNSVILLE AREA SCHOOL DISTRICT as of and for the year ended June 30, 2011, which
colflectively comprise the BROWNSVILLE AREA SCHOCL DISTRICT's basic financial statements
as listed in the table of contents. These financial statemsnts ere the responsibifity of the
BROWNSVILLE AREA SCHOOL DISTRICT's management. Qur responsibllity is to express
opinions on these financlal statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards spplicable to financial audits cantained in Gavernment
Auditing Standards, Iasued by the Comptroller General of the United States, Those standards
require that we plan and perform the audit fo obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit also includes examining, on a
test basis, evidence supporting the amounis and disclosures in the financial statements, An audit
also includes assessing the accounting principles and any significant estimates mads by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our oplnions,

In our opinion the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activiies, the business type activities, each
major fund, and the aggregate remaining fund information for the BROWNSVILLE AREA
SCHOOL. DISTRICT as of Juna 30, 2011, and the regpective changes in the financial position
and cash flows, where applicahle, therecf for the year ended in conformity with the accounting
principles generally accepted in the United States of America.

As discussed in Note 2F to the financial statements, in fiscal year 2011 the BROWNSVILLE
AREA SCHOOL DISTRICT adopted the provisions of Governmental Accounting Standards
Board's Statement No, 54, "Fund Balance Reporting and Governmental Fund Type Definitions”,
Statement No. 58 "Accounting and Financial Reporting for Chapler 9 Bankrupticles”, and Statement
No. 89, “Financial Instrument Omnibus”. The adoption of Statement No, 54 resulted in different
classifications of fund balansce on the balance sheet for the governmental funds.

In accordance with Government Auditing Standards, we have also issued our report dated
December 7, 2011 on our consideration of tha BROWNSVILLE AREA SCHOOL DISTRICT's
internal control over financial reporting and on our tests of its compliance with cartain provisions
of laws, regulations, centracts, and grant agreements and other maitters. The purpose of that
report is fo describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and nct to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accorcdance with Government Auditing Standards and should be considered in assessing the
results of cur audit.

Huasrisburg Lehigh Valley Philadelphia Pitisburgh
838 S5ir Thonms Court, Suite 100 11071 West Hamilkon Street 2370 York Rond, Swuike A-5 3800 McKnight E, Drive, Suite 3805
Huarrisburg, PA 17108 Allentoum, PA 18101-1043 Jamisgn, PA 18929 Pilishurgh, PA 15237

717.561.9200 Fax 7175619202  610.871.5077 Fax 717.561.9202 215.918.2277  Fax 2159182302 412.367.7102  Fax 412,367.7193



Zelenkofske Axelrod LLC

Members of the Board
Brownasville Area School District
Pags 2

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, schedule of funding progress, and budgetary comparison
information on pages 3 through 8 and 52 through 53 be presented to supplement the basic
financlal statements, Such Information, although not @ part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to e 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 standerds generally accepted in the
United States of America, which consisied of inquiries of management about the methods of
preparing the information and comparing the Information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic firancial statements. We do not express an opinion or provide any
assurance on the information becauss the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

OQur audit was conducted for the purpose of forming opinions en the financial statements that
collectively comprise the BROWNSVILLE AREA SCHOOL DISTRICT's financial staterments as a
whole. The nonmajor fund financial statements on pages 55 through 56 are presented for
purposes of additional analysis and are not a required part of the financial statements, The
nonmaijor fund financial statements are the responsibility of management and were derived from
and refate directly to the underlying accounting and other recerds used to prepare the financial
statements. The information has been subjectad fo the auditing procedures applied in the audit of
the financial statements and certain additfonal procedures, including comparing and recenciling
such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statemnents themselves, and othar additional procedures in
accordance with auditing standards generally accepted in the United States of America. in our
opinion, the information 1z fairly stated in all material respects in relation to the financial

statements as a whole.
e Aabod L0

ZELENKOFSKE AXELROD LLC

December 7, 2011
Pittsburgh, Pehnsylvania
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Brownsvllle Area Schoo! District

Management's Discussion and Analysis
June 30, 2011

The discussion and anzlysis of the Brownsvilie Area School District's (the School District)
financial performance provides an overall review of the School District's financial activities for the
fiscal year ended June 30, 2041, The intent of this discussion and analysis is fo review the
School District's financial performance as a whole, Readers should also review the notes to the
basic financial statements to help their understanding of the School District's financial position.

FINANGIAL HIGHLIGHTS

During the fiscal year there was a personnel change in the Business Manger position. The trends
indicated that for the fiscal year 2010-2011 the Schoc! District would experience the continuad
increase ih health care costs, special education costs and transportation cests. There was also
an increase in the Public School Employess' Retirement System (PSERS) rate.

OVERVIEW OF FINANCIAL STATEMENTS

Govermnment-Wide Financial Statemants

The governmentwide financial statements report information about the School District generaily
using accounting methods similar to those used by private sector companies. The statement of
net gssets includes all of the government's asseis and liabilities. All of the current year's
revenues and expensas are accolntad for in the statement of activities regardless of when cash
is received or paid.

The two government-wide financial statements report the School District’s nat assets and how
they have changed. Nat assets, the Schoo! District's asaets lesg the School District's llabilities,
are one way to measure the School District's financial position.

Over time, increases or decreases in the School District’s net assets are an indication of whether
its financial position is iImpraving or deteriorating.

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

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

Fund Financial Statemerits

The School District's fund financial statements provide detafled information about the most
significant funds, not the Schoot District as a whole, Some funds are required by state law and by
bond requiraments.
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Brownsville Area School District
Management’s Discussion and Analysis {Centinued)
June 30, 2041

Governmental Funds — Most of the School Districi's activities are reperted 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 medified accrual basis of accounting, which
measures cash and all other financial assets that can readily be converted to cash. The
governmenial fund statements provide a detalled shortterm view of the Schoo! District's
operations and the services it provides. Governmental fund information helps the reviewer
determine whether there are more or fewer financial resources that can be spent in the near
future to finance the School District programs. The relationship (or differences) between
govarnmental activities {reported in the statement of net assets and the statement of activities)
and governmental funds is reconciled In the financial statements.

Proprietary Fund — This fund i3 used to account for the School District's activities that are similar
to private business operations or where the repoerting is on determining net incoms, financial
position, change in financial position, and the significant portion of funding through user charges,
When the School District charges cusformers for services it provides, whether to oufside
customers or other units in the School Distriet, these services are generally reported as
proprietary funds. The feod-service fund is the School Distiict's proprietary fund and is the same
as the busingss-type activities that is reported in the gevernment-wide statements but provides
more detail and additional information such as cash flow,

Fiduclary Fund — The School Distriet Is trustee, or fiduciary, for certain student activity funds. All
of the School District's fiduciary activities are reported In separate statements of fiduclary nat
assets. These activitiess are excludsd from the Schoot District's other financial statements
because the School District cannot use these assets fo finance the Schoo! District's oparations.
FINANCIAL ANALYSIS OF THE SCHOQL DISTRICT

The Schocl District's total net assets were a deficit of $6,641,847 af June 30, 2011,

Condensed Statement of Net Assets (Deficit)
Fiscal Years Ended June 30, 2011

Governmental  Business-Type

Aclivities Activities 2011 Total 2010 Total
Current and other assets $ 12,809850 % 142261 $ 12,882,101 § 13,160,104
Capital agseis 18479636 099,523 18,518,159 19,822 513
Tofal Assets $_ 31280486 % 181,774 $ 31 A7126¢ § 32091617
Current and other hiabilities $ 3453738 % 805415 §& 4,059,151 $ 2,425,523
Long-term liabilities 34,052 896 - 34,052,996 35,634,529
Total liabilities | 37,608,732 £05,4185 38.112.147 38,060,052
Net Assets;
Invested in capital assets, nat of
related debt {10,817,036) 39,5623 (10,777.813; (1,877,143)
Resiricted for Praogram
purposeas 8,223,063 - 8,223,053 677,827
Unrestricted {(3.623,263) (464,184) {4,087 427) (3,769,119}

Total Net Agsets {Deficit) §__{(8217.246) $ (424,641) § (8341887} § (5.0684365)
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Brownsville Area School District
Management's Discussion and Analysie (Continued)
June 30, 2011

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

The results of this year's operations as a whole are reported in the Statement of Activities. All
expenses ara reported in the first column, Specific charges, grants, revenuas, and subsidies that
direcily relate to specific expense categories are representad to determine the final amount of the
School District's activities that are supported by other general revenues. The two largest general
revenues are the Basic Education Subsidy provided by the State of Pennsylvania and the local
taxes assessed to comimunity 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, 2011

Governmental  Business-Type

Activities Activities 2011 Total 2019 Total

Ravenues;

Charges for Services $ 447074 3% 274280 % 721,334 % 461,643

Coperating grants and contributions 8,914,569 818,384 8,733,343 8,664,187

Capltal grants and contributions - - - 45,778
General revenues:

Taxes 4,724,688 - 4724 688 4,243,590

Unrestricted grants, subsidies, and

contributions 10,282 105 - 10,282,105 10,601,855

nvastment earnings 18,384 1 18,3585 20,188

Miscellaheous 13.898 - 13,698 19,827

Total Revenues 24,400,908 1,002 645 25493 553 23,946,750

Expenses:

[nstruction 16,124,493 - 16,124,493 14,892,557

Support 7,338,211 - 7,338,211 5,548,055

Noninstructional services 361,981 - 361,981 2,087,162

Miscellanacus 145,199 - 145,109 -

Interest on long-term dabt 1,649,420 - 1,545,420 1,498,714

Loss on disposal of assets 477,663 - 477,683

Food services - 1.070.038 1.070.038 1,032,875

Total expenses 26,986,867 1.07¢.038 27,087,005 25,159,363

Change in Net Assets 3 (1686058 $ 22807 & {1.573452) &

(1,212,613}




Page 8
Brownsvilie Area School District

Management's Discussion and Analysis {Continued)
June 30, 2011

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 amounts
actually paid and received is provided on Page 52 in the required supplemental information.

CAPTIAL ASSET AND DEBT ACTIVITY

At June 30, 2011, the School District's governmental activities were invested in a broad range of
capital assets, including land, site improvemeant, building, and furniture/equipment.

Capital Agsets (Net of Building and Vehicles/ June 30,2011 June 3G, 2010
Depreciation) Land improvemsnts  Eguipment Tata| Total

Governmental activities $701,440 316,968,124 §810,072  $18479.636  $16,779,581

Business-type activit'es - - 39,623 38,623 42,932

See financial statement Note 3E. -
DEBT ACTNITY

As of July 1, 2010, the School District had total outstanding principal of $35,151,500. During the
year, the School District made payments against principal of $616,000 resulting in ending.
outstanding debt as of June 30, 2011, of $34.835,500. Fuiure dabt service payment, including
principal and interest, will be appreximately $2.5 million per year.

Cuistanding Debt
June 30, 2011

Beginning Ending Amounts due
Balance Additions Retirerients Balance within one year

Series 2003 5 2785000 § - § (315,000) $ 2470000 § 325,000
Series 2005 9,300,000 - {130,000) 8,170,000 135,000
Series 2006 8,850,000 - (20,000) 8,830,000 28,000
Series 2007 8,495,000 - (35,000) 8,460,000 35,000
Series 2008 741,500 - {116,000) 625,600 120,500
Series 2009 980,000 - - 950,000 100,000
Serias A of 2009 4,000,000 - - 4,000,000 378,000

Total 5 35151500 § - (618,000) $ 34535500 1,115,500

Other obligations include acerued vecation pay and sick leave for specific employees of the
8chool District. Ses financial statement note 3G,



Brownsvill2 Area School Disfrict
Management's Discussion and Analysis {(Cantinued)
Jung 30, 2011

GOVERNMENTAL FUND REVENUES

Page 7

Governmental fund revenues by source at Jung 30, 2011 and 2010 were as follows:

Revanues:

2011 2010

Local sources $ 4,915474 $ 3,922,320
State ravenue sources 14,749,572 16,412,473
Fedaral revenue sources 4,336,104 3,323,765
Dispogal of Fixed Assets 3,869 E,601
Froceeds from long term debt - 4,969,045
Operating transfers in 453,146 5,387 004

Total revenues 324,457,165 $32,990,108

There are saveral factors relating to increases/decreases in revenues from 2010 o 2011, Tax
revenue increased approximately $1 million due to a tax millage increase and increases in

assessed values and new propertles coming info the tax rolls.

Debt proceeds and Operating

transfers decreased due to there being no new debt issues In 2011, which was transferred
between funds in the prior year, explaining the decrease in both.

GOVERNMENTAL FUND EXPENDITURES

Governmental fund expendituras by funciion at June 30, 2011 and 2010 wera as follows.

Expenditures:

2011 010
instruction $15,225,967 $14,313,155
Support servicas 7,303,034 7,374,377
Neninstructional services 374,038 298,389
Debt Service 2,061,810 1,854,621
Miscellaneous 145 199 105,138
Operating transfers out 453 148 5,404 088
Total expenditures $25,553,285 $20, 449,769

The decrease in expenditures was due to two main factors. First, Instruction expendiiures
increased by approximately $1 million as a result of additional stirmulus funding received by the
Schoal District that was used on Instruction expenditures. Second, operating transfers out
decreased by approximately $5 miilion as a result of the new debt proceeds that were transfarred
to the genera! fund in 2010, There were no new debt issues in 2011 and thus no large transfers
made to the general fund.



Page §

Brownsvilie Area Schoaol District
Management's Discussion and Analysis {Continued)
Juna 30, 2011

GOVERNMENTAL FUND BALANCES AND PROPRIETARY FUND NET ASSETS

Ending balances for governmental funds and net essets for proprietary funds at June 30, 2011
and 2010 were as follows:

2011 2010 2011 2010
Governmental Govarnmental Proprietary Proprietary

Fund Funds Funds Funds Funds
General Fund F 871,845 $ 1516,355 $ - $ -
Other Governmental Funds 8,223,063 8,674,473 - -
Cafeteria Fund - - {424,841) (447,248)
Total $ 8,084,698 $ 10,190,828 § (424,641) 3 (447,248)

The decrease in fund balance is due to rising costs in the General Fund and no increase in real
astate tax millage fo accommodate the higher expenses. The decrease in the Cafetaria Fund Is
due to fewer studentis paying for lunches but the contracted food services not decreasing
accardingly.

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

Barring substantial changes to programs or additional state or federal mandates, it is anticipated
that the School District would not nesd to significantly increase cr decreass the professional and
non-professional staff.

The budget for the 2011-2012 includes a tax increase to help the School District meet its
obligations. The mileages for 2011-2012 are 18.57 mills for Fayette County and 93.21 mills for
Washingten County, an increase of 3.6 mills and 19,74 mills, respactively.

CONTACTING THE SCHOOL DISTRICT’S FINANCIAL MANAGEMENT

The financial report is desighed to provide a general overview of the School District's finances,
comply with finance relsted laws and regulations, and demonsirate the School District's
commitment to puklic accountability. If you have any guestions about this report or would like
additiona!l information, contact the School District's Business Office at the Brownsvilla Area
School District, 1025 Lewis Straet, Brownsville, Pennsylvania, 15417.



BROWNSVILLE AREA SCHOOL DISTRICT

Page 9

STATEMENT OF NET ASSETS
JUNE 30, 2041
Frimary Government
Governmental Business-tvpe
Agtivities Activities Total
Assats

Cash and Cash Equivalents % 2679213 3 97,048 % 2,777,181
Irvestmenis 7,879,027 - 7,679,027
Accounts Receivable 188,492 710 180,202
Taxes Receivabia 1,138,125 - 1,188,125
Due From Other Governments 507,041 12,109 519,150
Deferred issuance Costs on Bonds, Net 519,852 - 619,962
Inventery - 31,484 31,484
Capital Assets: (Net)

Dapreciable 17,778,198 39,523 17,817,719

Non-depreciable 701,440 - 701,440

Total Assets 3 31,289,486 % 181,774 § 31,471,260

Liahilities

Current Liabilities;

Accounts Payable 3 1,384,605 § 52403 & 1,437,008

Accured Expenses 1,034,320 - 1,034,320

Internal Balances (554,012) 554,012 -

Accrued Interest Payable on Debt 176,252 - 179,252

Uneamead Revenues 293,981 - 293,981
Current Portions of Long-Term Liabilities:

Loans and Notes Payable 1,115,500 - 1,115,600
Non-Current Portions of l.ong-Term Liabilities:

Loans and Notes Payable 32,801,124 - 32,801,124

Unfunded other postemployment benefits 543,038

Compensated Absarices 708,834 “ 708,834

Total Liabilities 37,508,732 806,415 37,670,109

Net Assets

Irvestment in Capital Assets, Nat of Related Debt {10,817,038) 39,628 (10,777,513}
Restricted Nef Assets

Program Purposes 8,223,083 - 8,223,063
Unrestricted {3,623 263 {484 ,164) (4,087.427)

Total Net Assets (Deficit) $ (6,217 2486) § (424 641) $ (8,641,887}

The accompanying hotes are an integral part of the financial statements,
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BROWNSVILLE AREA SCHCOL DISTRICT

BALANCE SHEET
COVERNMENTAL FUNDS
JUNE 30, 2011
Total Nonmajor Total
Governmental Gavermmental
Ganeral Fund Construstion Funds Funds
Assetls

Cash and cash equivalents 2 26862937 § 89 % 26,207 % 2,679,213
Investments - 7,679,027 100,000 7679027
Recgivables.

Taxes 1,136,125 - - 1,186,125

Other governmental grants 507 041 - - 507 041

Other 188 482 - - 188,492
Pue from other funds £h4. M2 517,760 - 1,071,762

Total assets 5,038,607 8,096,846 126,207 13,261,660

Liabllities

Accounts Payable 1,384,698 - - 1,384,695
Acc_:rued liabilitles 1,034,320 - - 1,034,320
Due te other funds 517,750 . - 517,750
Deferrod revenuss 1,230,187 - - 1,230 197

Total liabllites 4,168,982 - - 4,158 962

Fund Balances

Reetrictad - 8,096,846 126,207 8,223,063

Unassigned 871645 “ - 871.645

Total fund balances 8714646 8,096,846 128,207 5,094 698
Total Eabilitiea and fund balances 3 5038607 3 8096046 % 126,207 § 13,261,680

The accompanying notes are in integral par{ of the financial statements.
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BROWNSVILLE AREA SCHOOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2011

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

Total fund balances of governmental funds : 3 9,094,688

Capital assets used in governmental activities are not
financial resources and, therefore, are not reporied in
the funds. The cost of the assets is $32,679,343 and the
accumulated depreciaticn is $14,199,707. 18,478,638

Property taxes receivable will be coitected, but are not
available socn anough to pay for current vyear's
expenditures, and therefore are defered in the
Gevernmental Funds. 036,218

Bond Premium and issuance costs are deferred and

amortized in the Staiement of Activities, These costs

were reporied in full in the Funds when the debt was

first issued, whereas these amounts are deferred and :

amortized in the Statement of Activities. 619,952

Unfunded other postemployment benefits are not
reported in the Governmental Funds, (643,038)

Long-term liabilities such as Debt, Accruad Interest, and
Compensated Absences are not dus and payable in the
current perlod and accordingly are not reported as fund
liabilities. Both current and long-term liabilties are
reported in the Statement of Net Assets,

Long-term Debt $ (34,5635,600)

Unamortized loss on debt refundings 618,876

Azcrued interest {179,252)

Compensated absences {708,834) (34,804,710
Total net assets of governmental activities 3 (8,217,246}

The accompanying notes are an integral part of the financial statements.
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BROWNSVILLE AREA SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES (DEFICITS)
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Total Nenmajor Total
Governrnental Governmental
Gerneral Fund Conslrugtion Funds Funds
Revenues

Local Revenue Sources 3 4,594,272 § 1,816 § 0687 38 4,916,474
State Revenue Sources 14,749,672 - - 14,749,872
Faderal Revenue SeUIGes 4,335,104 - - 4,336,104

Total Revenues 23,978,948 11,815 9,887 24,000,150
Expenditures
Current operating:
Instruction 16,225,087 - - 15,225,867
Support Services 7,204,873 - 8,161 7,303,034
Moninstructional Sarvices 374,038 - - 374,038
Miscellansaus 133,884 1,316 - 145,199
Dhabk service
Principal 616,000 - - 616,000
Inlerast 1,438,910 - - 1,435,810
Total Expenditures 25,080,673 11,315 8,161 25,100,148
Excess (deficlency) of revenues
over expendituras (1,101,725) 200 1,528 (1,089,008}
Other financing sources {Uses)

Sale of Fixed Assels 3,869 - - 3,069
Transfers in 483,146 - - 453,146
Transfers cut - - {453,146 (453,146}

Tatal ether financing
solrges {Uses) 487,018 - {453,146} 3,869
Met change in fund belance (644,710} 200 (481,620) (1,008,130}
Fund balancs, beginning
of yaar {as restated, Nota 4(3) 1,616,355 8,096,648 577,827 10,190,828
Fund balance, end of year § B71,845 § 8,096,648 § 126,207 3 9,094,608

The accompanying notes are In integral pert of the financial statemants.



BROWNSVILLE AREA 8CHOOL DISTRICT

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2011

Amounts reported for governmental activities [n the Statement of Activitiss are diffarent
because;

Nat Change In fund balances - tolal governmental funds

Govammenial funds report capital outlays a8 expendiiures. Howaver, in the statement of
activities the cost of those assets is allocated cover the estimated usefui lives and
reported as depreciation expensa. This Is the amount by which capital outlays exceeded
depreciation expense in the currant paried,

Capital outiays

Disposel of assets

Depreciation expense

Payments of long-term debt and certaln expendtiures of debt issuance are expensed
when paid in the Governmantal Funds, but are amortized ar racorded as a reduction of
long term liabilities in the Statzment of Net Assets.

Debt prinsipal rapayments

Change [n accruad interesi

Amaortization of loss on debt refundings

Amortization of bond discount and fesiiance costs

Governmental Funds do not report the change in Other poslemployment banefif liabiity.

Real estale taxes reported in the funds include receipt of priar year delinguent taxes and
do not nclude revanue athibutable to the current year's delinquent fax receivable. This
amount is the net effect of these differences,

Current year

Frior year

Ghangas in net assefs of governmental astivities

Page 14

$  (1.096,130)

47233

(481,532
{865.848) {1,299 045)

616,600

2,858

(46,734)
(69,636) 502,489
(103,232)

936,214
(535,457) 400,759
$ 1,596,059

The acoempanying notes are an integral part of the financial statemenis.



BROWNSVILLE AREA SCHOOL DISTRICT

Assets

STATEMENT OF NET ASSETS
PROPRIETARY FUND
JUNE 30, 2011

Current Agsets:
Cash and cash equivalents
Due from siher governments
Inventories
Other current assels

Total current assets

Noncurrent assets:
Capifal Assets (net of accumulated
depreciation of $114,801)

Total noncurrent assets

Total assets

Liabilities

Current liabilities:

Accounts payable
Due to other funds

Total current liabilities

Total liabilities

Net Assels

Invested in Capital Assets, net of
Related Debt
Unrestricted

Total net assets (deficit)

Toftal liabilities and net assets

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

Cafatarla Fund

897,948
12,109
31,484

710

142,251

39,523

38,523

181,774

52,403
554,012

606,415

806,415

39,623
(464.164)

(424,641}

181,774




BROWNSEVILLE AREA SCHOOL DISTRICT

PRCPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2011

Operating Revenues
Receipts from Providing Services

Total Operating Revenues

Operating Expenses
Food Service
Depraciation and amortization

Tota! Operaling Expenses

Operating Losgs

Nonaperating Revenues {(Exgenses)
Interest Income
Grants

Total Nonoperating Revenues (Expenses)
Changes in Net Assels

Met Deficit - Beginning of Year

Netl Deficit - End of Year

The accompzanying notes are an integral part of the financial staterments.
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET DEFICIT

Business-Type
Activities -
Entsrprise Fund

Cafeteria Fund

274,260

274,260

1,088,829
3,409

1,070,038

(705,778)

1
818,384

818,385

22,807

(447 248)

(424,841)




BROWNSVILLE AREA 8CHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2011

Cash flows from operating activities
Cash recsived from customers
Cash patd to employees
Cash paid {o suppllers

Net cash usad In operating activities

Cash flows from investing activities
Interast income

Net cash provided by Investing activities

Cash flows from non-capital financing activities
Grant payments recelved

Net cash provided by non-capital financing activitias

Net decrease in cash and cash equivalents

Beginning cash and cash equivalenis
Ending cash and cash sgquivalents

RECONCILIATION OF OPERATING Loss TO NET CASH USED IN OPERATING
ACTMITIES

Operaling loss
Adjustments to reconcile opsrating Joss to net cash usad in operating activities

Depreciation and amortization
Donated goods

(Increase) decrease in assels
Account receivable
Inventories

Increass {decrease) in liabilities
Accounts payable
Accrued expenses

Net cash used in oparating sctivities

The accompanying notes are an Integral part of the financiz| statements.
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Business-Type
Activities -

Enterpriga Fund
Cafeterla Fund

E 274,058
(593,686)
(441,3158)
(750,943)

1
1
741,437

741437

19,505)

117,463

b §7,948

$  (795,778)

3,409
73,830

(202)
1,515

(3,556)
(40,190}

$ (760,943}
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BROWNSVILLE AREA SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2011

Other
Agency Funds
Assets
Cash and Cash Equivalenis 3 37,602
Total Assets 3 37,602
Liabilities

liabilities

Funds Held in Fiduciary Capacity i 37,602
Total Liabilifies 3 37,802

The accompanying notes are an integral part of the financial statements.
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BROWNSVIIL.L.LE AREA SCHOOQOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

ORGANIZATION

The Brownsville Area School District (the School District) is & Third Class school
district located mostly In Fayette County, Pennsylvania, It encompasses an area
of appraximately 55 square milss and includes Brownsville Borough, Brownsville
Township, Luzems Township, Redstone Township, and West Brownsvile
Borough. West Brownsvilie Borough Is in Washington County. Addiionally, a
portion of West Brownsville Borough is in the California Area School District.

The Schog! District provides basic educational services o approximately 2,000
students in three elementary buildings and one middle schoal/senior high school
building. Ali buildings are publicly owned,

A. REPCRTING ENTITY:

The Board of School Directors has governance responsibilities aver all
activities related to public elementary and secondary school education within
the jurisdiction of the School District The Schoal District receives funding
from local, state, and federal government sources and must comply with the
concomitant requirernents of these funding source ertities. However, the
Schoo! District is not included in any governmentat “reporting entity” since
Boerd members are elected by the public and have decision making
authority, the power 1o designate management, the responsibility fo
significantly influence operations, and primary accountability for fiscal
matters.

The School District has investigated the existance of agencies that should he
evaluated for possible inchision in the financial statemenis of the School
District. The Schoeol District has determined through this investigation that
there are no agencias to be evaluated. Thus, the School! District's financial
statements do not include any other agency as part of the reporting enfity.

B, JOINTLY GOVERNED ORGANIZATIONS:
Intermediate Unit [

The School District s a participating member of the Intermadiate Unit | {IU ).
The IU | is run by a joint commitiee consisting of members from each
participating district. No participating district appoints a majority of the joint
committee, The Boeard of Directors of each participaling district must
approva the |U I's annual operating budget. The (U | I3 a self-sustaining
organization that provides services for fees to participating districts. As such,
the School District has no on-going financial interest or financial responsibility
in the 1U |. The IU [ contracts with participating districts to supply epecial
education services and acis as a conduit for certain federal programs.
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BROWNSVILLE AREA SCHOOQL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

NOTE 1: ORGANIZATION {CONTINUED)
B. JOINTLY GOVERNED ORGANIZATIONS (CONTINUED}:
Fayette County Arsa Vocational Technlcal School;

The School District is one of four member school districts of the Fayefts
County Area Vocational Technical School (FCAVTS). The FCAVTS's Joint
Operating Commities is made up of three scheol board members from each
of the four member districts. These board members are appeinted to this
position by their Board of Directors. This commitiee makes business-related
decigions pertalning to the FCAVTS. No membar of this committes
exarcises specific confrel over the fiscal policies or operations of FCAVTS.
The FCAVTS provides vocational-technical training and education fo
participating studsnte of the member districts. The School Distriet's share of
annugl operating costs for FCAVTS fluctuates based on the number of
participating students from the School District each year.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING FOLIGIES:

The financial statements of the School District have been prepared in
conformity with U.S. generally accepted accounting principles (GAAP) as
applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-getling bedy for establishing
governmantal accounting and financlal reporting principles. The School
District alsc applies Financial Accounting Standards Board (FASB)
statements and interpretations issusd on or before November 30, 1989, to its
business-type activities and to Its epterprise fund provided they do not
confiict with or contradiet GASB pronouncemenis.  The School District
follows acoounting practices prescribed by the Manual of Accounting and
Financial Reporting for Pennsylvania Public Schools, lssued by the
Pennsylvania Dapartmerit of Education, which are in conformity with the
above —menticned GAAP. Following are the more significant of the Schooal
District’s accounting poiicies.

A BASIS OF PRESENTATION:;

The Schoal District's basic financial statements consist of government-wide
financial statements, ncluding a statement of net assets and a statement of
activities, and fund financial statements which provide a more detalled level
of financial information.

1, Govemment-Wide Financial Statements:

The government-wide financial siatements include the statement of net
assets and the siatement of activities and display information about the
School District as a whole, These statements include the financial activities
of the School District, except for fiduciary funds. The statements distinguish
governmental activities that are. supporied by taxes and other
intergovernmental revenues from business-type activities that are financad in
whole or in part with feas charged for services.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANGIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCCUNTING POLICIES (CONTINUED):

A. BASIS OF PRESENTATION (CONTINUED):

1. Government-Wide Financial Statements (Continuad):

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

2. Fund Financial Staiements:

Fund financial statements, which Include governmental, proprietary, and
fiduciary funds, are designed 1o present financial information of the School
District at @ more detailed level. The focus of governmental and enterprise
fund financial siatements is on major funds. Each major fund is presanted in
a separate column, MNon-major funds are aggregated and presented In a
single column. Fiduciary funds are reported hy type.

FUND ACCOUNTING:
1. Governmental Fund Typss:

During the year, the School District segregates fransactions related to certain
School District funcfions or activities |n separate funds in order to aid
financial management and to demonstrate legal compliance. A fund Is
defined as a fiscal and accounting entity with & self-balancing set of accounts
which comprise its assets, liabilities, fund balances/met assets, and revenuss
and expendilures or expenses, as appropriate. Therg are three categories of
funds:  governmental, proprietary, and fiduciary. The School District
maintaing the following funds:

a. General Fund:

The general fund (s used to account for el financial resources, except
those required to be accounted for In another fund. The general fund
balance is availabla to the School District for any purpose provided it is
expended or transferred according to the gerieral laws of Pennsylvania.
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BROWNSVYILLE AREA SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]

JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

B.

FUND ACCOUNTING (CONTINUED):

1. Governmenital Fund Types {Continued}:

b.

Speacial Revenue Funds:

Spacial revenus funds are used to account for financial resources that
are legafly restricted to expenditures for specified purposas.

Capital Project Funds:

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

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

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

Debt Service Funds:

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

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
purposas that support the School District's programs. The Schoal
District accounts for its scholarship fund as a permanent fund.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUEDR)
JUNE 33, 2011
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
B. FUND ACCOUNTING (CONTINUED):

2. Proprietary Fund Types:

Page 23

Propristary fund reporiing focuses on the determination of operating
income, changes in net assets, financial position, and cash flows, The
following is the Scheol District's proprietary type fund:

Enterprise Fund:

The enterprise furd may be usad ta account for any activity for which a
fee is charged to external users for goods or services. Enterprise funds
are used to account for operations that are financed and operated in a
manner similar to private business or where the Board of School
Directors has decided that the revenues sarned, costs incurred, and net
income are necessary to managemsnt accounfabilty. The Schocl
District accounts for food service as ah enterprise fund.

3. Fiduciary Fund Types:

Fiduciary fund reparting focuses on net assets and changes in net
assets.  The fiduclary fund category is split into four classifications:
pension trust funds, itvestment trust funds, private purpose trust funds,
and agency funds. Trust funds are used to account for assets held by
the School District under a trust agreement for individuals, private
organizations, or other governments and are not available to support the
School District's own programs. The School District has no trust funds,
Aganey funds are custedial in nature {(assets equat liabilities) and do not
involve measurement of resufts of operations. The School Disirict
maintaing one agency fund, the activity fund, which is used to account for
the asaets which belong to various student groups.



Page 24
BROWNSVILLE AREA SCHOOL DISTRICT

NOTES TQ THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 20, 2011

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

C. MEASUREMENT FOCUS!

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

1.

o)

Government-Wide Financial Statements:

The government-wide financial statements are prepared using a flow of
economic resources measurement focus., All assets and all ligbiiities
associated with tha operation of the School District are included on the
statement of net assets. As a general rule, the effect of inter-fund activity
has been eliminated from government-wide financiai 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 liabilites are included on the governmental fund balance
sheets, and the fund balances reflect spendable or appropriable
resources. The statement of ravenues, expenditures, and changes in
fund balances reflects the sourcas (ie., revenuss and other financing
sources) and uses (ie., expenditures and other financing uses) of
current financial resources. This approach differs from the manner in
which the govermnmental aclivities of the government-wile financial
statements are prepared. Governmental fund financial statemants,
therefore, include a reconciliation with brief explanations to better identify
the relationship between the government-wide statements and the fund
financial statements for governmental funds.

The proprietary funds are accounfed for using a flow of economic
resources measurement focus, as in the government-wide financial
statements. All assets and liabilities (current and noncurrent) associated
with the operation of the furds are included on the statement of net
assefs. Ths statement of changes in revenues, axpenses, and changes
in net assets present increases (Le, revenues) and decreases (ie.,
expenses) in total nat assals, The statement of cash flows reflacts how
the 8chool District finances and meets the cash flow needs of its
prapristary funds. Depreciation of proprietary fund equipment is chargad
as expense against current operations using the straight-fne methed.
Accumulated depreciation s reported on the proprietary fund statement
on net assels,

The fiduciary fund is alsc asccounted for using a flow of sconomic
resourcas measurement focus, as in the government-wide financial
sfatements.

The Schoal District Reporiz the following major governmental funds:
The General Fund is the School District's primary operating fund. 1

geeounts for afl financial resources of the general governmeant, excapt
thoese required to be ascounted for in another fund,
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BROWNSVILLE AREA SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}

JUNE 30, 2011

SUMMARY CF SIGNIFICANT ACCOUNTING FOLICIES (CONTINUED):

C. MEASUREMENT FOCUS (CONTINUED}

2. Fund Financial Statements (Continued):

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

0. BASIS OF ACCOUNTING:

Basis of accounting refers io when revenues and expenditurss or expensss
are recognizad in the accounts and reported in the financial statements,
regardless of the measurement focus,

1.

Government-Wide Financial Statements:

Government-wida financial statements are reported using the accrual
basis of accounting whereby revenues are recorded when eamed and
expenses are recorded when the liability is ncurred, regardiass of the
timing of the cash flows.

2. Fund Financial Statemants:

In the fund financial statements, governmental funds are reported using
the modified accrual basis of accounting and the proprietary funds are
reporied using the accrual basls of accounting.  With the modified
accrual basis, revenues are recognized when they are both measureable
and availabla, Available means collectible within the current period or
soonh encugh thereafter to pay current liabilities. For this purpose, the
School District generally considers revenues to be available if they sre
collected within 60 days of the end of the current fiscal period.
Expenditures generzally are racorded when a liability Is incurred, as undsr
accrual accouhting. However, debt service expanditures, as well as
expenditures related 1o compensated absences and claims and
judgments, are recorded enly when payment is due.

Major revenue sources susceptible to accrual include; property taxes,
fncome taxes, intergovernmental revenuss, investmeant income, rent, and
certaln  miscellaneous revenues. In genersl, other revenues are
recognized when cash is received. In applying the susceptible to accrual
concept to intergovernmental revenues, there are essentially two fypes
of revenues. In one, monies must be expended on the specific purpose
or project before any amounts will he earned by the School District;
thersfore, revenues are racognized bassd upon the expenditures
ineurred, In the other, monles are virtually unrestricted and are usually
ravocable only for failure fo comply with prescribed compliance
requirements. These resources are reflected as revenues at the time of
receipt or earlier if the susceptible fo accrual criteria ars met.
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BROWNSVILLE AREA SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2011

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

E. BUDGETS AND BURDGETARY ACCOUNTING:

An operating budget is adapted 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 School District's budgst and reporting of its financlal
statements, specifically:

The Schoaol District Is required to prepare an operating budgst for the
succeeding fiscal year,

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

Fund bslances in budgetary funds may ke appropriated bassd on
resolutions passed by the Beard of Education, which authcrizes the
School District o make expenditures. Appropriations lapse at the and of
the fiscal pariod.

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

Budgets for enterprise and agency funds are not adopted.

F. ASGETS, LIABILITIES, AND NET ASSETS OR FUND BALANCE;

1.

Cash and Eauivalents:

For purpeses of the statament of cesh flows, the Schoal District
considers ali highly liguid investments with a maturity of three months or
less when purchased to be cash eguivalznts, Cash and cash
equivalents are carried at cost plus accrued interest, if any, which
approximates fair value,

Investments:

Investments are stated at fair value based on quoted market prices.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

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

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

3. Rezl Estate Taxes:

Real estate taxes are collected from property cwners within the five
municipalities comprising the School District. The tax on real estate for
public scheol purposes for fiscal year 2011 was 13.07 mills ($13.07 per
$1,000.00 of assessed valuation) as levied by the Board of Scheol
Directors. The real estate fax rate for West Brownsville Borough in
Washington County was 73.47 mills ($73.47 per $1,000.00 of assessed
valuglion). Assessed valuations of property are determined by Fayetts
Couniy and Washington County, respeciively; and the elected tax
collectors are responsible for collection.

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

The School District, in accordance with GAAP, recognized the delinquent
and unpaid taxes receivable reduced by an allowance for uncollecthle
taxes as defermined by the administration. A partion of the net amount
astimated to be coilectible which was measurable and available within 60
days was recognized as revenue and the balance deferrad in the fund
financial statements,

4. Inventory:

On governmantwide financial stetemeants, inventories are presented at
the lower of cost or market on a first-in, first-out hasis and are expensed
when used.

Inventorias in governmental funds are stated ai cost by the first-in, first-
out method. The purchase mathod is used to account for inventorigs,
Under the purchase mathod, inventories are recorded as expenditures
when purchased. Inventories in the general fund are equally offset by a
fund balance reserve which indicates they do net constitute “available
spendable resources” even though they are a compenent of net current
assets. Currently, the general fund does not have an inventory halance.
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 39, 2011

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

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 velue. An annual physical inventory
of food and supplies s taken by food service and reported in the
enterprise fund.

5 Prepaid Hems:

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

6. Capital Assets:

General capital assets are those assets not spedcifically related fo
activities reported in the proprietary funds. These assets result from
expenditures I the governmenial funds. Thase assels are reported in
the governmental activities column con the government-wide staternent of
net assets but are not reperted on the fund financial statements, Capital
assels used by the proprietary funds are reported in both the business-
type activities column on the government-wide statement of net assets
and in the proprietary fund column of the fund financial statements.

All caphtal assets should be capitalized at cost {or estimated historical
cost) and updated for additions and reductions during the year. Donated
fixed assefs should be recorded at their fair market vaiue on the date
donated. The School District maintains a capitalizalion thrashold of
£1,500.

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

Description Estimated Lives
Land Improvements 15— 20 years
Bulldings and building improvements 15~ 80 years
Vehicles 7 —10 years

Equipment & — 10 years
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BROWNSVILLE AREA SCHQOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

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

7. Accrued Lizbilities and Long-Term Obligaticns:

All payables, accrued liabilitias, and long-term obligations are reportad
on the governmant-wide financial staternents, Al payables, accrued
liabilities, and long-term obiigations payable from the proprietary funds
are reported on the proprietary fund financial statements. Contractually
required pension contributions and compensated absences that are paid
from governmental funds are reported as ligbilities on the fund financial
statements only to the extent that they are due for paymeit during the
current vear,

In the government-wide financial statements and propristary fund types
in the fund financial statements, long-term debt and other long-term
obligations are reported as liabilities in the appliceble governmeantal
gctivities or proprietary fund type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and
amortized aver the life of the hands uging the effective Interest method.
Bonds payable are reported net of the applicable bend premium or
discount. Bond Issuance oosts are reported as deferred charges and
amortized over the term of the related debt.

n the fund financial statements, governmental fund types recognize
bend premiums and discounts, as well as bond issuance costs, during
the current period. The face amount of debt issued is reported as other
finanging scurces while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds recelved, are reported as debt seivice
expenditures.

8. Unearned/Defarrad Revenues;

Governmental funds report deferred revenues in connection with
receivables for revenues that are not considered fo be available to
liguidate liabilities of the current period (i.e., receivables for delinquent
taxes which were levied in the current and priov years but will not be
avallable to pay liabilities of the current period. They will ke racognized
as revenues in the year collected,) Governmental funds also defer
revenue recogniticn in connection with resources that have been
received but not yet sarned (l.e., advance payments recgived by the
Schoo! District under grants for specific programs, These advance
payments will be recognized as revenues when the related expenditures
are incurrad),
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BROWNSVILLE AREA BCHOOL DISTRICT
NCTES TO THE FINANCIAL STATEMENTS (CONTINUER)
JUNE 30, 2011

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

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

8. Compensated Absences:

It is the School District's policy {0 permit employees to accumulate
unused sick teave and, upon termination, pay employees based upon an
amount per unused sick day. Liabiliies for accumulated leavas and
termination compensation are recognized in the year that the rights to
such benefits are eamead. The liability to present employaes is based
upon current confract arrangements. The enfire compensated absence
liability s reportad on the government-wide financial statements, On
governmental fund financlal statements, compensated absences are
recoghized as expenditures to the extent paymenis come due each
period as a regult of employeea resignations and retiremants. Following Is
a summary of the Schocol District's compensated absence policies;

a. Vacation:

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

b. Sick Leave:

Teachers and twelve-month employzes are credited with ten o twelve
days of sick leave annually, as set forth in their coniracts, to an unlimited
maximum. Upen retirement, administrators {Act 83 employees) are pald
$15C per day up to a maxdmum of 200 days for unused sick days. Upon
retirement, teachers are pald $80 for each accumulated, unused sick day
up to & maximum of 200 days. School District administrative office
secretaries are paid $30 for each accumillated, unused sick day up to &
maximum of 200 days. Service Employees International Union {SEIU)
employees are paid $20 for each accumulated, unused sick day up to a
maximum of 200 days,

¢. Personal Days:

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

Compensaied absencas had a balance of $708,834 as of June 30, 2011,



Page 31

BROWNSVILLE AREA SCHOOL DISTRICT
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

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

10, Interfund Transactions:

Interfund balances between governmental and business-type activities
on the governmeni-wide statements are reported as ‘“internal
balances.” Cn fund financial statements, recelvables and payables
resulting from short-term interfund loans are classified as “Interfund
Receivables/Payabies” Interfund balances within  governmental
activities and within business-type activittes are sliminated on the
government-wide statement of net assefs.

Flows of cash or goods from one fund o another without a requirement
for repayment are reported as interfund transfers. Interfund transfers
are reported as other financing sourcesfuses in governmental funds
and efter nonoperating revenugs/expanses in the enterprise fund.
Interfund transfers within governmental activities and within husiness-
type activities are eliminated on the government-wide statement of
activities.

11, Net Assais;

Net assets represent the difference between assets and liabilities. Net
assels invested in capital assets consists of capital assets, net of
accumuiated depreciation, reduced by the outstanding balance of any
borrawing Used for the acquisition, construction, or improvement of
those assets. Net assets are reported as restricted when there are
limitations impesed on thair use either through the enabling legistaticn
adopted by the Schoo! District or through external restrictions Imposed
by creditars, grantors, or laws or. regulations of other gavernments,
The School 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 available.

12. Fund Balance Reserves:

Fund Balance Classificafior: The governmental fund financial
statements present fund balances besed on clessifications that
comprisa a hisrarchy that is based primarily on the extent to which the
School Distriet is bound to honor constraints on the specific purposes
for which amounis in the respeclive governmental funds can be spent,
The classifications used in the govermnmental fund financial statements
are as foliows:

s Monspendable, This classification includes amounts that cannot be
spent because they are either {a) nof in spendable form or (b) are
tegally ar contractually required to be maintained intact. The School
District did not have any nonspendable resources as of June 30,
2011,
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NOTES TO THE FINANGIAL STATEMENTS (COCNTINUED)
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

G, ASSETS, LIABIITIES, AND NET ASSETS OR FUND BALANCE
(CONTINUED}:

12. Fund Balance Raserves (Continued):

sReslricied. This classification includes amounts for  which
constraints have been placed on the use of the resources either (a)
externally imposead by creditors (such as through a debt covenant),
grantors, contributors, or laws or regulations of other governments,
or (b} imposed by law through constifutional provisions or enabling
legisiation.

« Committed; This classification includes amounis that can be used
only for specific purposes pursuant to constraints imposed by formal
action ¢f the Beard of Directors. These amounts cannot be used for
any other purpose unless the Board of Directors removes or changes
the specified use by taking the same type of acticn (ordinznce or
resolution) that was smployed when the funds were initially
committed, This classification also includes contractual obligations to
the extent that existing resources have been specifically commitied
for use in satisfying those contractual raquirements. The School
District did not have any comriitted resources as of June 30, 2011.

s Assigned; This classification includes amounts that are constrainad
by the School District's intent to be used for a specific purpose but
are neither resfricted nor committed. This intent can be expressed by
the Board of Directors or through the Board of Direciors delegating
this respongibility to the School Disirict's management. This
classification also includes the remaining positive fund balance for all
governmental funds except for the General Fund. The School District
did not have any assigned resources as of June 30, 2011.

o Unassigned. This classification includes the residual fund balance
for the Gensral Fund. The Unassigned classification also includes
regative residugl fund belance of any other governmental fund that
cannot be elimihated by offsetting of Assigned fund balance
amounts.

Tha School District would typically use Restricted fund balances first,
followed by Committed resources, and then Assigned resources, as
appropriate opportuniies arise, but reserves the right o selactively
gpend Unassigned resources first to defer the use of ihese other
classified funds,
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NOTE 2! SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED),

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

13, Operaling Ravenues and Expenses:

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

14. Adoption of Governmental Accounting Standards Board Statemsnts

The School District adopted the provisions of GASE Statement No. 54,
“Fund Balance Reporting and Governmental Fund Type Definitions”.
The adoption of this statement resulted in differant classifications of
fund batance for the School District.

The Scheol District adopted the provisions of GASB Statement No. 58,
“Accounting and Financial Reporting for Chaplar 8 Bankrupicies.” The
adoption of this statement had ne affect on the financial reperting
infarmation for the School District.

The School District adopted the provisions of GASB Statement No. 59,
"Financial Instruments Omnibuis.” The adeoption of this statement had
no effect on the financial reporting Information for the Schoel District

15. Pending Changes in Accounting Principles

In December 2008 the GASB issued Statement No. 57, "CPER
Measurements by Agent Employers and Agent Multiple-Employers
Plans.” The School District Is required to adopt Statement No. 57 for
its school year 2011/2012 financial statements.

In Decamnber 2010, the GASB issued Statemnent No. 60, “Accounting
and Financial Reporting for Service Concession Agresments”. The
School District is required to adopt Statement No. 80 for its fiscal year
2012 financial stataments.

In December 2010 the GASB issued Statemant No. 81, "The Financial
Raporting Enifty; Cmnibus” The School District {s required to adopi
Statement No. 81 for iis fiscal year 2013 financial statements,

In December 2010 the GASB Issued Statement No. 62, “Codification of
Accounting and Financial Reporting Guidaence Contained in Fre-
November 30, 1889 FASB and AICPA Pronouncamenis.” The School
District is required to adopt Statement No. 62 for its fiscal year 2013
financial statements.
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JUNE 30, 2011

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES (CONTINUED):

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

15. Panding Changes in Accounting Principles {Continued)

in June 2011, the GASB issued Statement No. 63, “Financial
Reporting of Deferred Quiffows 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 statemeants,

In June 2011, the GASB issued Statement No. 84, "Derivative
Instruments: Application of Hadge Accounting Termination Provisions

-~ an amendment of GASB Stafement No. 53", The School District is

required to adopt Statement No. 64 for its fiscal year 2012 financlal

statements.

G. USE OF ESTIMATES:

The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to maks estimates and
assumptions that affect certain reported amcunts and disclosures.
Accordingly, actual amounts could differ from those estimates.

NOTE 3; DETAILED NOTES ON ALL FUNDS:

A, CASHAND INVESTMENTS:

Under Section 440,1 of the Public School Code of 1949, as amendsd, the
School District is permitted to ihvest funds in the following types of
invesiments:

1.

U.3. treasury bills; short-term securities {have a maiurity of less than
13 months) of the U.8. Government, its adencies, or ils
instrumentalities; and obligations of (a) the United States of America
or any of its agencies or instrumentalities backed by the full faith and
credit of the United States of America, (b) the Gommonwealih of
Pennsylvania or any of its agencies or instrumentalities backed by
the full faith of and credit of the Commonwealth, or (c) any political
subdivisfon of the Commanwealth of Pennsylvania or any of its
agencies or Instrumentalities backed by the full faith and cradit of the
political subdivision.
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NOTE 3: DETAILED NOTES ON ALL FUNDS (CONTINUED):

A, CASH AND INVESTMENTS {CONTINUED):

2. Shares of investment companies, provided they meet certain

stringent requiremsnis and that the underlying investments held by
the companies are limited to the categories of securities listed above,

Deposits in savings accounts or time deposits ar share accounts of
institutions insured by the Federal Deposit Insurance Corporation to
the extant that such accounts are so insured and, for any amounts
above the insured maximum, provided that approved collateral as
provided by law is pledgad ky the depasitory,

The deposit and investment poiicy of the School District adheres to state
statutes. There wers no deposit or investment transactions during the year
that were in violalion of sither the state statutes or the policy of the School

District.
1. Deposits:
a. Custodial Credit Risk:

Custodial cradit risk is the risk that, in the eveni of a bank failure, the
Scheool District's deposits may not be returned to & The School
District does not have a deposit policy for custedial credit risk. As of
June 30, 20101, $2,747,5694 of the School District's bank balance of
$2,948,557 was exposed to custodial credit risk as uninsured and
collateral was hald by the pledging bank's trust department and not
in the School District's name,

2. [nvestments:

a.

Interest Rate Risk:

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

‘Credit Risl/Concentration of Credit Risk:
The Schoot District's policy does net Emit its investment choices to

certain credit rating, nor does it place a limit on the amount that may
be invested in any one issuer.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2041
NOTE 3 DETAILED NOTES ON ALL FUNDS (CONTINUED):
A. CASH AND INVESTMENTS (CONTINUED):
2. Investments (Continuad).

b, Credit Risk/Congantration of Credit Risk (Coniinued):

Less Than
Investment Typa Fair Value 1 Year
U.8. Government Agencies $ 3,290,395 3 3,290,395
Corporate ssues 4,288,632 4,288,832
Certificats of Deposit 100,000 400,000
Total $ 7,679,027 5 7,679,027

Because the money market mutual fund as of June 30, 2011, was
comprised entirely of short-term U.S. Government Investments, it is
presented as an investment with a maturity of less than 13 months.

Credit Percent of
lnvestmant Type Quazlity Rating Investment Type
U.3. Government Securifies AAA 100%
Carporate Bonds AAA 86%

Corporate Bonds Unrated 34%
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NQOTE 3: DETAILED NOTES CON ALL FUNDS (CONTINUED):
B. TAXES RECEIVABLE AND DEFERRED REVENUES:

The balances at June 30, 2011, were as follows:

Gross Tax
Taxes Revenuss Deferred
Recejvable Recognized Taxes
Rezal estate taxes 3 1,042,839 3 106,623 § 936,216
Earned income taxes 80,123 80,123 -
Real estate transfer taxes 3,261 3,261 -
Total 3 1,136,223 § 200,007 % 936,218

The balance of deferred revenues at June 30, 2011 consist of;

Deferred Tax Revenue $ 938,216
Ceferred Title | Revenue 192,835
Deferred Title 1| Revenue 101,145

Totel $__ 1220197

C. DUE FROM OTHER GOVERNMENTS:

Amounts due from other governments represent receivables for revenues
garned by the School District or collections made by other governmental
units on hehalf of the Scheol District. At June 30, 2011, the {cllowing
amounts ware dua from other governmental unis:

Due Fiom General Fund  Enterprise Fund
Fedearal $ 499,602 $ 12,108
State 7.439 -

Tatal $ 507,041 $ 12,109
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NOTE 3 DETAILED NOTES ON ALL FUNDS (CONTINUED):
D, INTERFUND TRANSACTIONS:
The composition of interfund balances is as follows:
Due from Due to
General Fund $ 554,012 % 517,750
Censtruction Fund B17.750 -
Enterprise Fund - £54,012
Total 3 1,071,762 3 1,071,762
Transfer in Transfer out
General Fund 3 453148 % -
Debt Service Fund - 453,148
Total 3 453,146 3 453,146
E. CAPTITAL ASSETS:
Capital asset activity of the Schoal Districl's governmental activities for the
fiscal year ended June 30, 2011, is listed balcw,
Beginning Ending
GOVERNMENTAL ACTIVITIES Balance Increases Decreases Balance
Capital Assets, Not Being Depreclated:
Land $ 701440 % - § - % 701440
Construction in Progress 382,945 - {382,845 -
Total Capital Assets, Not Being Depreciated 1,084,385 - (382,046) 701,440
Cepital Assets, Being Depreciated;
Buildings and Improvements 28,069,687 - {98,587) 27,971,000
Equipment and Vehicles 3,069,670 47,233 4,008,803
Total Capital Assets, Being Depraciated 32,079,207 47,233 {98,587} 31,977,903
Less Accumulated Depreciation For:
Buildings and Improvements {10,410,937) (591,939} - {11,002,678)
Equipment and Vehicles (2,923,124} (273 707) - (3,198,831)
Total Accurmulated Depraciation {13,334,061} (865,648) {14,158,707)
Total Capital Assets, Being Depreciated, Net 18,695,186 (818,413) {98,587) 17,778,196
Govemmental Activities Capital Assets, Net $ 16,779,581 & (B18413) § (481,632) & 18479636
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NOTE & DETAILED NOTES ON ALL FUNDS (CONTINUED]:
E.  CAPTITAL ASSETS (CONTINUED):

Derraciation expense was charged to governmental functions as follows:

instruction $ 816,668
Instructiona! student support 38,054
Student activities 10,925
Tolal 865,64
Baginning Ending
BUSINESS TYPE ACTIVITIES Baiance Incresses Decreases Balance
Capital Assets, Being Depreciafed:

Equipment $§ 154324 § - - § 154324
Tatal Capital Assets, Being Depreciated 154,324 - - 164,324
tess Accumulaled Depraciation {111,392) {3,409) - {114,801)
Total Capital Assets, Being Depreclated, Net 42,932 {3.409) - 38,523

Business Type Activities Capital Assefs, Net $ 42932 % (34090 $ - & 30,523
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NOTE 3: DETAILED NOTES ON ALL FUNDS {CONTINUED):

F. SHORT-TERM DEBT:
During fiscal year 2010-2011, the School District authorized a Tax
Anticipation Note in the amount of $1,200,000 at an interast rate of 3.0%.
The note was paid in full as of June 30, 2011.

G. GENERAL LONG-TERM DEBT:

Changes in the School District’s long-term debt during fiscal year 2011 was

as follows:
Beginning : Ending Amounis due
Balange Additions Refirements Balance within cne year
Series 2003 $ 2785000 § - 3 (315,000) $ 2470000 & 325,000
Serles 2005 9,300,000 - {130,000) 2,170,000 135,000
Series 2006 £&,850,000 - (20,000) 8,830,000 25,000
Series 2007 £,495,000 - (35,000 8,460,000 36,000
Series 2008 741,500 - {116,000 £25,500 120,500
Series 2008 880,600 - - 580,000 100,000
Series A of 2009 4 000,000 - - 4,000,000 375,000
Total $ 351561500 $ - § {616,000) § 34535500 § 1,115,500
Less: Deferred Loss on Refunding (NQTE 3N) (618,876)
Less: Amrount due within on year . 1,115,500
Total Long-term Debt Y 32,801,124
Governmental Activities
Principal Interest Total Debt Service

Reguirements Requirements Requirements

Year Ended December 31;

2012 5 1,116,800 $ 1,408,701 3§ 2,525,201
2013 1,149,500 1,376,138 2,525,839
2014 1,188,000 1,338,086 2,626,085
2015 1,237,000 1,296,021 2,632,021
2016 1,315,500 1,246,892 2 562,392
2017-2021 7,060,000 5,346,481 12,405 481
2022-2026 5,635,000 4,004,261 8,729,261
2027-2031 6,935,000 2,788,253 8,723,253
2032-2038 8,800,000 1,044,318 8,944,319

Total § 34,6535500 B 16,038,152 § 54,473 852




Page 41

BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TQ THE FINANGIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

NQTE 3 DETAILED NOTES ON ALL FUNDS (CONTINUED):

H. STATE PUBLIC SCHOOL BUILDING AUTHORITY, SCHOOL REVENUE
BONDS, SERIES OF 2003:

The Seiies of 2003 Bonds, in the amount of $20,400,000 were used for the
purpose of providing funds for {a) refunding the School District's outstanding
General Obligation Note, Seres of 200C; (h) fund a capitalized inferast fund,
{c) fund the costs of construction of renovations and improvements to various
capital facilities of the School District, including, particularly the Redstone
Elementary/Middie Schoc! Camplex and high scheol building; and (d) pay
certain costs associatad with issuance of the 2003 Bonds.

The bonds bear interest at rates ranging from 2.000% to 4.750% payable
semi-annually on May 16 and November 16. Bonds maturing on or after
Novernber 15, 2014, are subject to optional redemption pricr to maturity by
the Authorlty at the direction of the School District on or after Navember 15,
2013,

. GENERAL QOBLIGATION BONDS, SERIES OF 2005

The General Obligation Bonds, Series of 2005, in the aggregate principal
amount of 38,865,000, are dated November 15, 2005. Interest, at rates
ranging from 3.000% to 4.500%, is payable May 15 and November 15 with
the first interest payable on May 15, 2008, The Bonds are subject to optional
redemption on and after November 18, 2010, at 100% of the principal
amount.

The Seties of 2005 Bonds were issued for (a) the constriction of a new
elementary school and demcelition of an existing schoel building and may
include eonstruction, renovaticn, improvement, relocation, and/or repair of
athletic facilittes and maintenancs facilities of the District; (b) capitzlized
interast; {¢) currently refunding the outstanding partion of the School District's
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NOTE 3. DETAILED NOTES ON ALL FUNDS (CONTINUEDR):

1,

GENERAL CBLIGATION BONDS, SERIES QF 2008 (CONTINUEDY),

General Obligation Note, Series of 2004 in the ameount of $32,3581, plus
accrued interest; and (d) paying the cest of issuing these bonds.

Under terms of agreement with the purchaser of the Bonds, a Sinking Fund
with U.S. Bank, Nafional Association jocated in Pittshurgh, Pennsylvania,
was established into which funds from general revenues of the School
District are to be deposited in amounts sufficient for the payment of inferest
and pringipal.

GENERAL CBLIGATION BONDS, SERIES 2008:

The General Obligation Bonds, Series 2006, in the aggregate principal
amount of $9,000,000, ere dated January 15, 2008, Interest, at rates ranging’
from 3.200% to 4.500%, iz payable May 15 and November 15 with the first
interest payable on May 15, 2008. The Bonds are subjact to opiional
redemption on and after November 15, 2013, at 100% of the principal
amount.

The Series of 2008 Bonds were igsued to (a) prepay a portion ($8,395,000)
of the Schoo! District's Genersl Obligation Bond, Series of 2003, on an
advance refunding basls, which note was issusd to secure the State Public
School Building Authority's School Revenus Bonds, Series of 2003 and (b)
paying the cost of issuing thess bonds.
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NOTE 3. PETAILED NOTES ON ALL FUNDS (CONTINUED):
J. GENERAL OBLIGATION BONDS, SERIES 2006 (CONTINUED):

Under terms of agreement with the purchaser of the Bonds, & Sinking Fund
with U.S Bank, National Association located in Pittsburgh, Pennsylvania,
was establishad nto which funds frem general revenuss of the School
District are to be deposited in amounts sufficient for the payment of interest
and principat,

K. GENERAL OBLIGATION BONDS, SERIES OF 2007

The General Obligation Bonds, Serles of 2007, In the aggregate principal
amount of $8,580,000, are dated April 1, 2007, Interest, at rates ranging
form 3.550% to 4.000%, is payable May 15 and November 15 with the first
interest payable on May 15, 2007. The Bonds are subject to optional
redemption on and after November 15, 2014, at 100% of the principal
amount,

The Series of 2007 Bonds were issued to (2) prepay a portion ($7,940,00) of
the Schaol 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.

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

L. GENERAL OBLIGATIGN NOTES, GERIES OF 2008

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

The Serles of 2008 Notes were issued tc (a) repay the outstanding portion
($815,000) of the Series of 1997 Bonds and (b} to pay the cost of issuing
these bonds.
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NOTE 3; DETAILED NOTES ON ALL FUNDS (CONTINUED).
M. GENERAL OBLIGATION NOTES, SERIES OF 2009

In December of 2009 the School District issued General Obligation Notes,
Series of A of 2009, with a tax exempt portion of $980,000 and & federally
taxable portion of $4,000,000. The notes are dated December 1, 2009 and
mature oh November 15, 2009, with interest only paymants on May 18" and
interest and principle payments on November 16" of each year. The notes
have interest rates varying from 1.81% to 5%. The proceeds are o be used
to refund a portlon of the Seriss of 2003 and Series of 2008 Bonds, to pay
the various cosis of issuance of the bonds, and to fund unfunded debt
incurred &s a result of a shortfall of burdgeted revenues and insufficient cash
reserves,

N. Defsased Bonds — General Chiigation Bonds, Series of 2003

A portion of the proceseds 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 37,940,000, respectively, aggregate principal amount of the .
School District's General Obligation Note Seriss 2003, which was |ssued
pursuant io a Loan Agreement dated as of March 15, 2003, between the
State Pubiic School Authority and the School District to secura the Authorfty's
School Revenue Bonds, Series of 2003, issued by the Authority, on behalf
the School District, pursuant to a Trust [ndenture dated as of March 185,
2003, between the Authority and J.P. Morgan Trust Company, National
Association.

Series 2006 refunded (a) $180,000 of the principal payment due on the 2003
Note in 2008, (b} $645,000 of the principal payment due on the 2003 Note in
2026, and (c) $7,570,000 of principal paymenis due on the 2003 Note in the
years 2027 through 2032.

Serles 2007 refunded {(a) §7,530,000 of the principal payments dues on the
2003 Note in the years 2017 through 2025 and {b) $410,000 of the principal
payment due on the 2003 Note in 2026

Tha Refunded Notes are being prepald in order fo effactuate the refunding of
an egual amount of the 2003 Bonds maturing (or subject to mandatory
redemption) on the same dates and in the same amounts as the payments
on the Refunded Nofes (the Refunded Bonds). Such funds will bg irrevocably
deposited under the ferms of the Escrow Agreements be the Bank of New
York Trust Company, N.A, (the Escrow Agent) and the School District, and
applied toward the purchase of Government Obligations.
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DETAILED NOTES ON ALL FUNDS {CONTINUEDY:
N. Defeased Bonds — General Cbligation Bonds, Series of 2003 {Continued)

The Govarmment Obligations will mature at such times and be in such
amounts to provide funds from the maturing orincipal, interest income, and
any cash balances, sufficient to (a) prepay the Refunded Notes on November
15, 2013 (the Redemption Date) and (b} pay interest on the Refunded Notes
as the same becomes due 1o and including the Redemption Date. Pursuant
to the terme of the indenture, such payments will be applled to (a) redsem
the Refunded Bonds on the Redemplion Date and (b) pay the interest on the
Refunded Bands as the same becames due to and including the Redemption
Date.

With the excecution of these documents and the deposit of these funds, the
Escrow Agent has aceepted responsibitity for the retirement of this portion of
the outstanding Serles 2003 Bonds. Accordingly, this portion of the Serles of
2003 Bonds and the above-msntioned escrow account are no longer
considered an integral part of the School District’s operations and have heen
excluded from these financial statements.

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

Series 2003
Total Defarred Interest on Refunding 3 665,810
Gurrent Year Interest Expense (46,734)
$ 618878

OTHER INFORMATION:
A. CONTINGENT LIABILITIES:
1. Grant Programs:

The Schoal District particlpates in both state and federally assistad
grant programs. These programs are subject fo program compliance
audits by the graniors or their representatives. The School District is
potentially liable for any expenditure which may be disallowed pursuant
to the tarms of these grant programs. Managsment s not awars of any
material tems on noncompliance which would result in the
disallowange of program expendifures.

2. Litigation:

In the normal course of aperations, the School District may be involved
in various civil disputes, Management is unawars of any such [itigation
that could result in a material adverse effect on the Schoal District's
finangial position as of June 30, 2011.
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BROWNSVILLE AREA SCHOCL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

OTHER INFORMATION (CONTINUED).
B. POST RETIREMENT HEALTHCARE BENEFITS:

Upeon retirement, most employees may continus to bslong to the Blue Cross/
Blue Shield Health Care Insurance unill age 83. Effective September 1, 1987,
Bargaining Unit employess who retired and have not yet reached the age of 65
may retain Blue Cress/ Blue Shield benefits until age 65 by continuing to pay the
group rate to the Schocl District. For prior refirees, the School District pays
varying amounts toward their Blug Cross/ Blue Shield coverage depending on
the contract in effect when thay retired. For the year endad June 30, 2011 the
cost to the School District was $337,023.

Annual OPER Cost and Net OPEB QGhligation

The School District's annual other postemployment benefit (OPEB) cost
(expense) is calculated based on the annual required confribution of the
employer {ARC), an amount actuarially determined in accordance with the
parameters of GASB Nc, 45, The ARC represents a level of funding that, if paid
cn an ongoing basis, is projected to cover normal cest each year and amortize
any unfunded actuarial liabllities (or funding excess) over a period not o excaed
thirty years. The following table shows the components of the School Districl’s
annual CPEB cost for the year, the amount actually contributed to the plan, and
changes in tha Township's net OPEB obligation to the plan:

Governmental
Activities

Annual Required Centyibution $ 449 057
Interest on Net OFEB Ohligation 17,592
ARC Adjusiment 26,394
Annual OPEB Cost 440 255
Contributions made 337023
Net Incraass in Net OPEB Obligation 103,232

Net OPEBR Qhbligation, beginning of year 438,805

Net OPEB Obligaticn, end of year § 543,038
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NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
JUNE 20, 2011
OTHER INFORMATION (CONTINUED):
B. POST RETIREMENT HEALTHCARE BENEFITS (CONTINUEDY):

The School Digtrict's annual OPEB cost, the percentage of annual OPEB cost
contributed fo the plan, and the net OPEB cbligation for 2010 is as follows:

Percentage
of Annual Net
Fiscal Year Annual OPEB Cost QOPEB
Ended QFEB Cost Contributed Obligation
6/30/2008 3 505,908 52% 3 241 204
613072010 £01,607 60% 439,805
8/30/2011 440,258 77% 543,038

Funded Siatus and Funding Progress

As of Juna 30, 2010, the most recent ectuarial valuation date, the plan was not
funded. The actuarial zcorued liahbility for bensfits was $5,4688,325 and there
were no assets, resulting in an unfunded actuarial accrued liability (UAAL) of
$5,468,328, which s 44.23% of the covered payroll of $12,355,332 as of June
30, 201C.

Funded Status and Funding Progress (Continued)

Actuarlai valuations of an gngoing plan involve estimates of tha valua of reportad
amounts and assumptions about the probability of cccurrence of avents far inio
the future. Examples include assumpticns about future employment, mortality,
and the healthcare cost trend. Amounts determined regarding the funded status
of the plan and the annual required coniributions of the employer are subject (o
continual revision as actual results are compared with past expactations and new
estimates are made shout the future.

Actuarial Mathods and Assumptions

Projections of bensfits for financial reporting purposes are based on the
substantive plan (the Plan as understcod by the employer and the plan
members) and include the types of benefits provided at the time of each
valuation and the historical pattern of sharing of benefit costs between the
employer and plan members to that peint. The actuarial methods and
assurnptions used include fechniques that are designed to reduce the effacts of
short-term volatility in actuzrial accrued labilities and the actuarial value of
assets, consistent with long-term pergpsctive of the cafeulations.

In 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 io finance the payments of benefits.
The UAAL is being amortized using the level dollar methed over a period of 30
years on a closed basis,



NOTE 4:

Page 48

BROWNSVILLE AREA S8CHOOL DISTRICT
NOTES TC THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

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

In accordance with GASB Sistement No. 24, the School Distriet recognizes as
revenues and expenditures funds received frem the Ceommonwealth of
Pennsylvania for the payment of fringe benefits.

During the year ended June 30, 2011, the School District recognized as
revenues and expenditures $457,014 of Sccial SecurityMedlcare and expense
of $283,386 of pension confributions recelved from the Commonwealth of
Pennsylvania.

D. HEALTH INSURANCE CONSORTIUM:

In an affort to reduce the cost of providing health insurance benefits for its
employeas, the School District joined in the Intermediate Unit | Health
Consortium Trust {the Trust) (a public entity risk pool). The Trust's genaral
ohjectives are (1) to formulate, develop, and administer on behalf of its
subscribers, a program of insurance; (2) to obtain lower costs for the coverage,
(3) to reward subscribers for lower usage of the coverage; (4) to establish a
continuing volce with the Blue Cross/ Blue Shleld; and {5} to manage the Trust's
healthcare dollar most effectively. The School District is sffectively purchasing a
policy through the Trust. The School District has ne exposure beyond the amount
paid for the policy.

There has been no significant reduction in coverage from the previous thres
years,

During the year ended Juna 30, 2011, the Schocl District paid $2,741,027 into
the health consortium for health insurance benefits for its employses, which
included administration fees.

E. RISK MANAGEMENT:

The School District is exposed to varicus risks of loss related to limited torts; theft
of, damage to, and destruction of assets; errors and omissions; and naiural
disasters for which the Scheol District carries commerclal insurance. Setfled
claims have not exceeded coverage In any of the last three years, and there has
been no signiflcant reduction in ceverage from the prior fiscal year.
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BROWNSVILLE AREA S8CHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2011

OTHER INFORMATION (CONTINUED}:
F. DEFINED BENEFIT PENSION PLAN:

Pian Description

MName of plan:  The Public School Ernployess Retirement System (the System).

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

Bensfits: Retirements and disability, [egistafively mandated ad hoc cost-of-
living adjustments, health care Insurance premium assistance to gualifying
annuitants.

Authority: The Public School Employeses Retirament Cods {Act No. 96 of
QOctaber 2, 19875, as amended) (24 Pa. C.8, 8101-8535).

Annual Financial Report: Tha S8ystemn issues a comprehensive annual
financial report that includes financial statements and required supplementary
information for the plan. A copy of the report may he obtained by writing to Diang
J Wen, Cffice of Financial Management, Public Scheo!l Employess’ Retirement
System, PO Box 125, Harrisburg, Pennsylvania 17108-0128. This publication is
alcs available on the PSERS website gt
hitp:iwww/psers.state. ps.us/oublications/cafrfindex. him.

Funding Policy

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

Contribution Rates

Member Contributions: Active members who joinad the system prior to July 22,
1983, contribute at 5.25 percent (Membership Class TC) or at 6.50 percent
{Membership Class TD) of the members gualifying compensation. Members who
joined the systemn on or after July 22, 1983, and who were active or inactive as of
July 1, 2001, contribute at 8,25 percent {Membership Class TC) or at 7.50
percant (Membership Class TD) of the members qualifying compensation.
Members who joined the system after June 30, 2001, contribute at 7.50 percent
{automatic Membership Class TD). For all new hires and for members who
elected Class TD membership, the higher contribution rates began with service
rendered on or after January 1, 2002,

Emplayer Contributiens: Contributions required of employers are based upon an
actuarial valuation. For the fiscal year ended June 33, 20171, the rate of
employer’s contribution was 7.13 percent of covered payroll. The 7.13 percent
rate is composad of a pensicn confribution rate of B.44 percent for pension
benefits and .68 percent for healthcare insurance premium assistance. The
Contribution made by the School District for the 2010-2011 fiscal year was
$618,529 from the General Fund,
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BROWNSVILLE AREA SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2011
NOTE 4 OTHER INFORMATION {CONTINUED):
G. RESTATEMENT OF NET ASSETS/FUND BALANCE

Prior years Net Assats/fund balances were restated to cotrect prior mistakes and
o add the OPEB lighility on the government-wide financial statements.

Fund Level Entity-wide
Ras{atemant Restatement
Governmental
General Fund Acllvities
Beginning Balance, as of July 1, 2010,
as previously reported 3 988,655 $ (4,706,082}
Recording of Prior Year accounts
receivable that was unrecaordad 234,301 234,301
Recarding of prior year payroll that was
unrecorded (435,731) (435,731)
Remaoval of pricr year acerued liabllity
that was incorrectly recorded 728,130 728,130
Recording of OPEB Liability - (439,805)
Beginning Fund Balance as of July 1,
2010, as Restated 3 1,516,355 $ (4,621,187

H. EXPENDITURES IN EXCESS GF APPROPRIATIONS

During the year ended Junz 30, 2011 expenditures in the General Fund
exceeded appropriations hy $2,513,088. These expenditures were offset by &
decrease in the amount of Interfund transfers cut and an increase in grant
revenues received by the School District.
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BROWNSVILLE AREA SCHOOL DISTRICT
BUDGETARY COMPARISON SCHEDULE
: GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2011

Variance with
Budgsted Amounts Actual Final Budget
Qriginal Finat Amounts Pogitive (Negative)
Revenuas
Lacal Revenue Sources b 4,200,654 § 4200654 % 4,864,272 & 603,618
State Ravenus Sources 16,411,356 16,411,356 14,748,572 {1,881,784)
Federal Ravenue Sources 1,368,250 1,368,280 4,335,104 2,866,854
Total Revenuss 21,980,280 21,960,260 23,978,948 1,598,683
Expenditures
Currant aperating: )
Instruction 12,764,811 12,784,611 15,225,967 (2,481,356)
Support Services 7,586,964 7,686,964 7,204 873 392,091
Moninstruciional Services 418,000 416,000 374,039 41,961
Miscellaneous - - 133,884 (133,884)
Debt service 1,700,000 1,700,000 2,051,210 {351,910
Total Expenditures 22 567,575 22,687,575 25 080,673 (2,513,098)
Excess (deficiency) of revenues
ovar expenditures (587,315) (567,318) (1,101,728) (5144103
Other financing sources {uses)
Transfars in 400,000 400,000 453,146 53,146
Transfers cut (1,562,000) (1,562,000) - 1,562,000
Procoeds frotn sale of fixed assets 2,000 2,000 3,869 1,868
Tolatl other financing
souroes {uses) {1,180,000) (1,160,000) 457,015 1,617,015
=xceas of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other Financing Uses 5 {1,747,315) & 1,747,395 § (644710) & 1,102,805 -
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BROWNSVILLE AREA SCHOOL DISTRICT
SCHEDULE OF FUNDING PROGRESS

JUNE 30, 2011

Schedule of Funding Prograss for Post Employment Benefits other than Pensions

Actuarlal Acerued UAAL as &
Acluartal Actuarial Liability (AAL) - Unfunded AAL Funded Coverad Percentage of
Valuation Velue of Assets Frojected Unit Cradit (Uaal) Raiio Payroll Covered Payroll
Date {a} (b) {p-a) (a/b) (el fb-a)ich
712008 - 3 5,993,566 § 3,593,560 0.00% $ 11,108,763 62.98%
7112010 - 5468325 $ 5,458,325 0.00% 12,355,332 44 26%
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BROWNSVILLE AREA SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2011

Total Nanmajor

Capital Permanent Governmental
Projects Fund Fund Funds
Assels
Cash and cash equivalents $ 4437 § 21,770 % 26,207
[nvestments 100,000 - 100,000
Total assels 3 104,437 & 21770 & 126,207
Liabilities
Due to other funds 8 - 3 -8 -
Total liabilities - - -
Fund Balance
Restricted 104,437 21,770 126,207
Total fund balance 104,437 21,770 126,207

Total liabilities and fund balance 3 104,437 § 21,770 § 126,207
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BROWNSVILLE AREA SCHOOCL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Total Nenmajot

Cagltal Debt Service Parmanent Governmental
Projects Fund Fund Fund Funds
Revenuas
Local Sources 5 9438 § 227 § 22 § 9,687
Total Ravenues 9,438 227 22 9,687
Expenditures
Current operating:
Support services 3,181 - 5,000 8,161
Total Expendifuies 3,161 - 5,000 8,161
Excess (deficiency) of revenues
over expendiures 6,277 227 {4,978) 1,628
Other financing sourcas (uses)
Transfers out - {453,148) - {453 146)
Total other financing
souTces [1ises) - {4E3,148) - (453,146)
Net change In fund balance 8,277 {452,919) (4.978) (451,620)
Fund balance, beginning of year 88,180 452,919 26,748 577,827

Fund balance, end of year $ 104,437 3 - § 29770 % 126,207




Zelenkofske Axelrod LLC

December 7, 2011

To the Members of the Board
Brownsville Area Schoo! District

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Brownsville Area School District for the year ended June
30, 2011, Professional standards require that we provide you with information about our responsibilities under
generally accepted auditing standards, Govermment Auditing Standards and OMB Circular A-133, as well as
certain information related o the planned scope and timing of our audit. We have communicated such information
in our letter fo you dated Qctober 8, 2011. Profsssional standards glso require that we communicate fo you the
following Information related to our gudit,

Significart Audit Findings
Qualifative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriste accounting policies. The significant
accounting policies used by Brownsville Arga School District are describad in Note 2 to the financial statements,
The adoption of GASE Statement No. 84 was the only policy change during the 2010-2011 school year, and

" resulted in different classifications of fund balance for the schaol vear. We noted no transactions entered into by
the governmental unit during the year for which there s a lack of authoritative guidance or consensus. All
significant transactions have been recognized in the financial statements In the proper period.

Accounting estimates are an integral part of the financial staterents prepared by management and are based on
management’s knowledge and sxperisnce about past and current events and assumptions about future events,
Certain accounting estimates are particularly sensitive because of thalr significance to the financial statements
and because of tha possibility that future events affecting them may ciffer significantly from those expected. The
mast sensitive estimate affecting the Governmental Activities, Business Type Activities, and Enferprise Fund
financlal statements was:

Management's estimate of the depreciation of capital assets is based on the cost of the asset

allocated over the estimaled useful life of the asset We evaluated the key factors and

assumptions used to develcp the depreciation of the asset in determining that it is reasonabls in
~ relation fo the financial statements taken as 2 whole.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit,
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. Management
has corrected all such misstatements. In addition, none of the misstatements detacted as a result of audh
procedures and corrected by management were material, either individually or in the aggragate, to each opinion
unit's financial statements taken as a whole.

Harrishurg Lefrigh VaHey Philadelphia Pittsburch
830 Sir Thowmas Court, Suite 100 1101 West Hamilton Street 2370 York Rond, Suile 4-5 3800 McKnight E. Drive, Suite 3805
Harrishurg, PA 17109 Aflentown, PA 18101-1043 Jamison, PA 18929 Piiisburgh, PA 15237

717.561.9200 Fax 7I7.561.9202  610.871.5077 Fax 717.561.5202 2159182277  Fax 2159182302 4123077102 Fnx 412.367.7703



Zelenkofske Axelrod LLC

Disagreaments with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved fo our satisfaction, that could be significant to
the financial statements or the auditor's report. We are pleased to report that no such disagresmeants arose during
tha course of our audit,

Management Consultations with Other Indspendent Accountants

In some cases, management may decide to consult with ofher accountants about auditing and accounting matiers,
similar to obtaining a "second opinion” on certain situatiens. If a consultation involves application of an accounting
principle to the governmental unit's financial statements or a determination of the type of auditor's opinion that
may be expressed on those statements, qur professional standards require the consulting accountant to check
with us 1o determine that the consultant has all the relevant facts. To our knowledgs, there were no such
consulfaiions with other accountants,

Other Audit Findings or issues

We generally discuss a varlety of matlers, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmental unit's auditors, However, these
discugsions occurrad in the normal course of our professional relationship and our responses were not a condition
to our retention.

This information is intended solely for the use of the Members of the Board and management of Brownsville Area
School District and is not intended to he and should nct be used by anyone cther than these specified parties.

Very truly yours,

L Awedsed L0

ZELENKOFSKE AXELRQD, LLC

Pittsburgh, Pennsylvania
Decamber 7, 2011



