
Harmony Area School District
5239 Ridge Road

Westover, Pennsylvania

Single Audit as required by
OMB Circutar A-133

For the Year Ended
June 30, 201 I



Table of Contents

List of Repoft Distributions...

Independent Auditors' Report

,,,',,''.'..2

........,.. 3

Management's Discussion and Analysis

Basic Financial Statements

Balance Sheet - Governmental Funds......... .....,...,....... 16Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets ,....... 17Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds..,.........,,..,...... lgReconciliation of the Statement of Revenues, Eipenditures and

, Changes in Fund Balances to the Statement of Activities ...,.......,.,. ................. l9Statement of Net Assets- proprietary Fund ............ .,..................,,... 20statement of Revenues, Expenses and changes in Fund Net Assets -
Statement of Cash flols - proprietary Fund.........,.. ,..............,.,......22StatementofFiduciaryNetAssets-FiduciaryFunds'.,.'..'..
Statement of Changes in Fiduciary Net Asseti _ Fiduciary Funds......,,.,. ..............24

Supplemental Information
statement of Revenues, Expenditures and changes in Fund Balance -Budget and Actual - General Fund,.,....,.......:........... ............. 46

Schedule of Expenditures of Federal Awards ..................,..47

Report on Internal Control over Financial Reporting and on Compliance and other Matters
Based on an Audit of Financial statements performed in Accordance with
Gov er nment Audit i ng Standar ds

Repgrt on compliance with Requirements That could Have a Direct and
Material Effect on Each Major program and on Intemar contror over
Compliance in Accordance with OMS Circular A_133 ....,,.... ,. .....,........, .......... 53

Schedule of Findings and euestioned Costs

5l

55



KOTZAN CPAEL
ASSOCIATES, P.C.
C¡nrr¡leo fu¡Ltc Acr¡Ln'¡rnNrs &. Br.tslr.¡Ess C¡Nsun¡.ntrs;

Dennis P. Koøur,CPA, CFF
Brenda A. Pawlowski, CP,\ CFE

Kirnberly A Dorchak, CPd CGtrM

MnunnnAICP,A,. pICpA

List of Report Distribution

December 2,2011

To the Members of the Board
Harmony Area School District
5239 Ridge Road
Westover, Pennsylvania 16692'

Board Members:

Not later than thirty days after receipt of the audit repoft, Harmony Area School District must distribute the auditreport as follows:

One (l) copy to; Commonwealth of Pennsylvania
Bureau of Audits
(submitted elecrronically)

Single Audit Clearinghouse
(submifted electronically)

Sincerely,

One (l) copy ro:

Kotzan CPA & Associates, p.C.

2

Building . 334 Budfield Str-eet . Suitc 100
814-269-4912 . Fax: 874-266-9517

www.lcotzancpa.com

K rl*- A¡ i ,l"n'^¿lno, P'c'

Budfi eld S treet Professional ' Johnstown, PA 1-5904



KOTZAN CPA6L
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To the Members of the Board
Harmony Area School District
5239 Ridge Road
Westover, Pennsylvania I 6692

We have audited the accompanying basic financial statements of the governmental activities, the business-typeactivities, each major.fund and the ãggregate remaining fund information of Harmony Area school District, as ofand for the year ended June 30,201t, f¡icn collectivel'y comprise the Dishict's basic fìnancial statements as listedin the table of contents. These financial statements are the responsibility of the District,s management. ourresponsibiliry is to express an opinion on these fìnancial statements úased on our audit.

we conducted our audit in accordance with auditing standards generally accepted in the united States of Americaand the standards applicable to financial audits ;ontained in- Government Auditing standards, issued by thecomptroller General of the United States. Those standards require that we plan and"perform the audit to obtainreasonable assurance about whether the financial statements urc ftr. of mateiial misstátement. An audit inctudeiexamining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An auditalso includes assessing the accounting principlJs used and the signürcant estimates made by management, as well asevaluating the overall fÌnancial statement presentation. We beli&e that our audit provides a reasonable basis for ouropinion.

In our opinion, the basic financial statements r.eferrgd to above present fairly, in all material respects, the respectivefinancial position of the governmental activities, the business-þpe activities, each major fund, and the aggregateremaining fund information of l{armony Area School District ãs of ¡une 30,2011, anä the respecrive changes infrnancial position and cash-flows, where applicable, for the year then ended in conformity with accounting principlesgenerally accepted in the United States of Ámerica.

In accordance with Government Auditing Slandards, we have also issued a report dated December 2,2011 on ourconsideration of Harmony Area schooi District's internal control over financial reporting and our tests of itscompliance with ceftain provisions of laws, regulations, contracts and grant agreements and other matters. Thepurpose of that report is to describe the scopi of our testing of internal co-ntrol over financial reporting andcompliance and the results of that testing, anã not to provide"an opinion on the internal control over financialreporting-or on compliance, That report is an integral pìrt oran audit performed in accordancewíth GovernmentAuditing Standards and should be read in conjunctio--n *ith thi, repoft in óonsidering the results of our audit.

Accounting principles generally accepted in the United States of America require that the management,s discussionand analysis and budgetary comparison information on pages s trttougrr 12 and page 46, respectively, be presentedto supplement the basic financial statements. Such informalion, althorigh not a partãrt¡e uasic financial statements,is required by the Governmental Accounting standards Board, who cónside., lt to be an essential part of financial
I-"-poÍi"g for placing the basic financial staiements in an appiopriate operational, economic, or historical context.we have applied certain limited procedures to the requireo tuppiernentary information in accordance with auditing

lndependent Auditors' Report
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standards generally accepted in the united states of America, which consisted of inquiries of management abouf themethods of preparing the information and comparing the information for consistency with management,s responsesto our inquiries' the basic financial statemen,ts, anã other knowledge we obtained during our audit of the basicfinancial statements' 
{e. do not express an opinion or provide uny àriu.un"e on the information because the limitedprocedures do not provide us with iufficient évidence tä express un ápinion or provide any assurance.

our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprisethe District's financial statements as a whole. ThJ aåcompanyin! schedule of expenditures of federal awards ispresented for purposes of¿dditional analysis as required uy'u.s. oîflrce of Management and Budget circular A-133,Audits of States, Locql Governments, and Non-Profit oTganizations, and is not a required part of the financialstatements' The schedule of expenditures of federal- award"s is the responsibility or manage.ent and was derivedfrom and relates directly to thaunderlying accounting and other records used to prepare the financial statements,The information has been subjected to'the"auditing pócedut.r uppìiø in the audit of the financial statements andcertain additional procedures, including comparin-'g'and reconcilin! ,u"t information directly to the underlyingaccounting and other records used to p.õpare the financial statementi or to the financial statements themselves, andother.addjtional procedures in accoidance with auditing standards generally accepted in the united states ofAmerica' In our opinion, the information is fairly stated in-all material respects in relation to the financial statementsas a whole.

ll',r+** aI7. ¿ ,tr= '"-'^'l- , P' L'
Kotzan CPA & Associates, p.C.
December 2,2011



Management's Discussion and Analysis
Harmony Areø SchooI District

2010-20t1

The Management Discussion & Analysrs (MD&A) of Harmony Area School District's performance provides anobjective and easily readable analysis of the government's financial activities based on curently known facts,decisions or conditions. The purpoie of the MD&A is to introduce the basic financial statements and to provide ananalytical overview of the govemment's financial activities. Note that comparative data from the previous year isrequired and is included in this MD&A.

Financial Statements

The accompanying financial statements have been prepared in accordance with GASB Statement Number 34 andpresent both government-wide and fund level fìnanðiai statements using the accrual and modifred accrual basis ofaccounting, respectively, as discussed below.

Government-Wide Financ ial Statements

The govemment-wide financial statements are designed to provide readers with a broad overview of the District,sfinances, in a manner simílar to a private-sector businesr. ih.r, statements are prepared using the accrual basis ofaccounting, The focus of these statements is long_term.

The Statement of Net lssels presents information on all of the District's assets and liabilities, with the difference
between tht !*o reported as net assets. over time increases or decreases in net assets may serve as a usefulindicator of whether the financial position of the District is improving or deteriorating.

The Statement of Activitie.ç presents information showing how the District's net assets changed during the most
recent fiscal year. All changes in net assets are reported ãs ,oo,r as the underlying event giviñg rise to ître cnanç
occurs, regardless of the timing of related cash flows. Thus, revenues and expens.r urr r.po"rt"d in this statement for
some items that will only result in cash flows in future fiscal periods (e.g., uicollected ta;es and earned buf unused
compensated absences),

The govemment-wide financial statements distinguish functions of the District that are principally supported by
taxes and intergovemmental revenues (governmental activities) from other functions that are intended to recover allor a portion of their costs through user fees and charges (business-type activities). The governmental activities
include all of the District's instructional programs anO Juppòrt services except for its food service operation, which
is considered a business-type activity.

Reconciliations of the fund financial statements to the government-wide hnancial statements outline the accounting
changes ¡recessary to convert from modified accrual to the full accrual method ofaccounting.

Fiduciary Funds including the student Activities Fund and the Private Purpose Trust Fund (scholarships) are notreflected on the govemment-wide hnancial statements. These funds arË shown on separate Fiduciary Funds
statements.

Fund Financial Statements

A fu1-d is a grouping of related accounts that is used to maintain control over resources that have been segregated forspecific activities or objectives. The District gses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of fund financial stateãents is short-term. Fund financial statements
are prepared using the modified accrual basis of accounting. The District uses several different fypes of funds but
the two most significant types are the governmentar and prolrietary fund types.



I-Iarmony Area School District
Munøgement,s Discussion antl Anolysis (MD&A)

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as goverïìmental activities in thegovernment-wide financial statements. However, unlike the government-wide financial statements, govemmentalfund financial statements focus on current inflows and outfloi's of spendable resources, as well as on balances ofspendable resources available at the end of the fiscal year. such information may be useful in evaluating theDistrict's current ñnancing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it isuseful to compare the .information presented for governmental fundi with similar information presented forgovernmental activities in the govemment-wide fìnancial statements. By doing so, readers may better understandthe long-term impact of the Districf 's current financing decisions. Both the goveirrmental fund balance sheet and thegovernmental fund statement of revenues, expendituies, and changes in nin¿ balances provide a reconciliation tofacilitate this comparison between govern*enial funds and governm"ental activities.

The District maintains.two individual governmental funds. Information is presented separately in the govemmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balancesfor.the-District's major funds, which are the General Fund and the Capital Reserve Fund. The District has no non-major funds.

Proprietary Funds

The District accounts for its .food service operation in a proprietary fund, which is presented as business-type
activities in the government-wide financial shìements. The proþrietary funds have histoiically been reported on theaccrual basis of accounting. Therefore, there is no difference between the government-wide and fund fìnancial
statements with respect to the proprietary fund,

Financial Overview

The Halmony Area School District general fund had revenues of $5,813,690 and expenditures of $5,769,670,resulting in an excess ofrevenues over expenditures of$44,020, before transfers, for the year ended June 30, 201 l.Transfers out totaled 512,445 and were to ihe cafeteria Fund. After this transfer out the general fund ,,final,, excessof revenues-over expenditures was $31,575 for the year ended June 30,20 ll. Harmony Area School District,sgeneral fund maintains a fund balance of $1,573,179 at June 30,2011. In addition to the general fund, the fundbalance_of the capital projects fund is $1,116,842 at June lo,ioll, These amounts are reflected on the fundfinancial statements (modified accrual basis).

Historical trends indicated that during the 2010--l I school year the Harmony Area school District would experience
another year of significant increaseJ in cost of instruction for special education and self-insured health benefits.Further projected increases in the Public School Employees Retirement System (psERs) employer contribution willcontinue to cause an additional drain on the finanðiai resources of all schoolì in neinsytvania, Also, decliningstudent enrollment will have an impact on the school district in the future years.



Harmony Area School District
Management,s DiscussÌon ønd Anølysis (MD&A)

Table I summarizes the assets, liabilities, and net assets of the Disrict at June 30,z0ll as compared to June 30, 2010.

Assets
Current assets
Non-current assets

Total assets

Liabilities

Table I
Condensed Schedule of Net Assets

Governmental Activities Business_Type Activities Total School District Change20rr 2010 20rr 2010 20rr 2010 2011-2010:

$3,419,90g $2,663_,613 $36,3g3 52g,067 s3,456,2g1 $2,691,680 s164,6r12.827-116 ) q'ffi #ffi ffi ffi .ffi"ffi 
#*,

currentliabilities s 612,751 $ 617,248 ssz,r,r2 s43,227 $ 6&,863 $ 660,475 s 4,3g8Long-rerm liabilities 1.707.803 t.864.677 !.g 1..h¿ 1.70s.327 1.86s.813 (is6.486)Total liabilities L2320t54 $23&19ã E€é ø3û w^M $2J262SS grue.oæl
Net Assets
Invested in capital assets,

net of related debt $1,050,982 $1,017,190 $20,217 s 12,354 sr,07r,199 sr,029,544 $ 41,655Restricted tJß,842 4zt,g53 0 0 1 ,116,842 42t,g53 694,8g9unrestricted l,58'646 -rcq16? ,7,-?) ,6.296\ r.74r.,g3 r.65r.47r Bg.92zTotal net assets fi-926'q0 $J06Jl! vw s:€gÐ L3grr,434 $3-I02J6s $_g26,66

Assets, Liabilities and Net Assets - Government-Wide

current assets represented 54'9%o of the total assets comprised largely of cllh and cash equivalents o_f $1,299,g05, Iong-term cerrificates of deposit of $ i,326,13 l,taxes receivable of s442,055, and intergovernmental ieceivable's óf $¡zo,se t. Fixed'asseÀ including tan¿, siteäo uritaing improvements, furniture andequipment, and construction in progress rèpresent 43.7%of total assets at $2,75g,20g.

The total liability amount of $2,374,190 consists primarily of bonds payable ($1,690,000), compensated absences (s246,256),and accrued salaries and benefits(s321,030).

I$::ii:ifai*i;:r: 
in net assets includes $1,071,199 invested in capital assets, ner of relared debt, $1,1 r6,B42resrrioed for capital projecrs, and $1,741,393



Harmony Area School District
Mønøgement,s DiscussÍon and Analysis (MDA.A)

Table 2 summarizes the revenues' expenses' and changes in net assets of the District for the year ended June 30, 20 I I compared to the year ended June 30, 20 1 0.

Program Revenues:
Charges for services
Operating grants and contributions
Capital grants and contribution

General Revenues:
Property and other taxes
Grants and entitlements
Investment eamings
Transfers between gov,tal, BT activities
Other

Total Revenues

Program Expenses:
Instruction
Support services:

Instructional student support
Administration and financial
Plant operation and maintenance
Pupil transportation
Student activities

Interest on long-term debt
Food service

Total Expenses

Increase (Decrease) in net assets

Table 2
Changes in Net Assets

Governmental Activities Business_Type Activities20tt 2010 20t1 2010

s 5,290 s 
-^ _ ,-g $ 93,854 $ 91,8161,7?Y,r44 1,999,128 ts7',s22 174',086tl2,4g7 1ll,g2g 0 o

1,119,533 1,732,949 0 g2,932,330 2,777,617 0 g7,305 26,709 10 2(12,445) 0 12,445 0724.608 254.505 0 0

6.516.262 6.210-236 264.231 265-904

3,461,362 3,441,624 0 g

386,744 411,220 0 g679,745 627,7g7 0 g414,326 430,3t6 0 g
565,769 515,036 0 g
l2l,g4g 154,602 0 o66,909 7g,533 0 g

0 257.325 272.828

s.696.702 5.653.1 18 257.32s 272.828

e_n jéo L_15zu18 S 6.eoé s_re_gu)

Revenues increased over the prior year by $304,353, or 4.7Yo. The receipt of royalties from Rosebud Mining co. accounts for a majority of the increase.

8

Total School District Change20tt 2010 2011_2õ10

s 99,144 $ 9l,g16 $ 7,32g1,886,066 2,080,614 (rg4"545)lt2,4g7 lll,g2g 56g

i, I 1 9,533 1,132,949 (14,416)
2,932,330 2,777,617 '54,713'

7,3t5 26,7t0 (19,395)
090

724.608 254.50s 470,103

6.780.493 6.476.t40 304.3s3

3,461,362 3,441,624 19,738

386,744 411,220 Q4,476)679,745 621,797 '57,g5g',

414,326 430,3t6 (15,990)565,768 5 i5,036 50,732'121,849 154.602 r?? ?s?\

_66,e08 78,s33 i11"¿;;;2s7.32s 272.828 ils.so¡l

s.954.027 5-92s.946 28.081

$_r26J66 $_150_121 S__n6ø2



Harmony Area School District
Management's Díscussion and Analysis (MD&.A)

Expenses increased over the prior year by $28,081' The most significant increases in expenses are reflected in administration and financial ($57,g5g), and pupilii:i:#ï:iÍl;'.3'li3l;.*ï:i,"åä:x;*1'*l'rutih1";*;;ffiüiqäi';:iïï::Jï:HfiJ:å":î,äi,:ffi'å rncreaíes i";óii
Table 3 breaks out general fund expenditures by function per the fund financial statements with a comparison to the prior year as well as current year budgetvanances.

Function Description

ll90 Regular Educarional programs
1200 Special Education
1300 Vocational Educarion
1400 Other Instructional programs
1800 Accountabilify and pre-K
2100 Pupil Services
2200 Instructional Staffservices
2300 Administration
2400 Healrh Services
2500 Business
2600 Maintenance
2700 Transportation
2800/2900 IU Programs
3000 Student Activities
4000 Faciliries Acq, Const, and Imp
5110 Financing
5 130 _ Refund of prior yr. Receiprs
5200 Interfund Transfers
5900 Budgetary Reserve

Total expenditures

Revenues

Net Change

Table 3
Expenditures by Function - Budget vs. Actual

Actual Actual
2010-11 2009-10 (Over)/Under 2010_11Expenses Expenses ' 

From p/y nuJg"t

s2'447'188 s2'1?l'!f0 $ (53,338) s2,335,s40605,092 562,538 i+Z,sS+l ss4 652t73,e60 1?5,840 i:s,lzoÍ 1íi',é)g96,728 104,250 - 
7,522' 74"62676,174 140,130 63,956 ß4"852t68,652 169,32t 669 t85"76814t,720 t59,285 t7,565 t64"16g406,356 366,t46 (40,2t0) zge"lqz77,331 q1,338 (13,e93i 67"s20171,683 t59,340 (12,343) nz,tqs407,394 416,656 9,262' s r r,ô¡e548,719 498,934 (49,785) 450"70071,704 67,962 Q,742) zi,qøo118,177 89,033 Qg,t44i roo,oãz3o,ooo o (3o,ooo) o228,441 228,866 425 240,761352 6,657 6,305 012,445 53,542 41,097 65,0000 0 0 22.378

5,192,116 5,615,6gg (166,42g) 5,623,193

5.813.690 5.937.222 fi2j-5Ð 5.623.193

$___31574

(Over)/Under
2010-11 Budget

$(l I 1,248)
(50,440)
(48,e81)
(22,102)
58,679
17,116
22,449
(9,614)
(9,41t)

465
103,642
(98,019)
(s0,244)
(18,115)
(30,000)
12,320

(352)
52,555
22.378

(158,923)

t90.497

$__1L521L121-534 $€e9.960) $ o

9



Harmony Area School District
M øn ag e men t,s D is c us s io n a n d A n aly s is (fuI D S.A)

DIFFERENCES
Function 1100

Function 1200
Function 1300
Function 1400
Function 1800
Function 2200
Function 2300
Function 2400
Function 2500
Function 2600

Function 2700
Function 3000
Function 4000
Function 5200

Increase in expenses due to increases in salaries and health care costs, partially due to reclassification ofABG salary and benefits from firnctionI 800.
Increase in expenses due to additional aides who were hired to cover services for special needs students.Increase in expenses due to increased vo-tech costs resulting from increased student participation.Decrease in expenses reflects slightly decreased tutoring 

"";;. 
- - .---^ -

Decrease in expenses due to a sa-lary-and benefits chargãa to the accountabilify block grant reclassified to function I 100.Decrease in expenses due to a reduðtion in technologyiqrip.nàni*ã ,upplies purchases.Increase in expenses due to an increase in regai serviìes ioi.,ra.ious stamng issues.Increase in expenses due to an increase in thäapy services proviaea uy trrùu, as well as an increase in hearth insurance costs for the nurse.Increase due to an increase in professional servi'ces, including GASB;s implementatio" *ro, 
""¿ 

an increase in repair costs.Expenses under budget and deireased from prior year due tJthe hiring of á new custodia¡ ui* iro*ry rate to replace a salaried cusrodian whohad left the disrict.

liüî: ;T:ii:Ï::åi:ä [ffi*':?,i:åiÍfiîliJffffiiï:t:ft*liïîJ"d from schoor and ro various arrernative educarion faci,iries
Increase in expenses due to a renovation project fee charged uy tt 

" 
*"iit""t.Decrease in expenses due to transfer to the Ãthletic Fund-not ú"ing in.iu¿"d as an interfund transfer for current year, as Athletic Fund is nowpart ofGeneral Fund.

Capital Assets

Table 4 illustrates changes in capital assets, net ofdepreciation, by asset type.

Table 4
Capital Assets Net of Depreciation

Governmental Business_Type TohlActivities Activities schoot District "ä:Tff.
Land r äq r ffiq sq ,"0 ,låoo ,zäoo ry#constructioninprogress 30,000 0 g 0 30,000 0 100.0voBuildings 2,5'l,ll2 2,6g1,026 0 O Z,55l,ll2 2,6g1,026 @.g)%Equipment and tumiture 152'880 181.164 zo.2r7 12-354 r.u.0g7 l93.5l' (10.6)%rotal vfis-992 $zs6z-L9a weu sl2-3s4 vJsg,æs Ð,u9é44 Ø.2)%

l0



Harmony Area School District
Mantgemenl's Discussion and Anølysis (MD&A)

Long-Term Debt

Table 5 illustrates a condensed summary of outstanding long-term debt.

Table 5
Outstanding Long-Term Debt

Total
School District

20tt 2010

Percentage
Chanqe

8.6%

General obligation refunding bonds
(Series of2006) $l-690J00 s 1.850.000

MAJOR FINANCIAL ISSUES

The financialissues pertaining to the Disfrict for the 2010-l I year are as follows:

BUILDING IMPROVEMENTS
Cafeteria tables were purchased as the current tables were in need of major repairs.

The district approved to go forward with a buildíng project urilizing the QSCB (QualifTed School Construcrion
Bond) program which would consist of renovating Uultaing structure and maintenance. Architect fees were paid to
begin this process.

CURRICULUM
EAP grant was used to provide tutoring services to all students in grades 7-12 who did not score proficient or
advanced on the 4-Sight benchmark testing that was administered throughout the school year. Teachers in the
program tutored students in groups of ten or less based on their needs in the areas of math and reading. This grant
was also used to purchase the 4-Sight tests and the Study Island program that was used in conjunciion witñ the
tutoring.

New curriculum material was purchased for the students in grades K-6. It is a researched based standard aligned
curriculum, which offered tiered instructional strategies as well as a special education component. The program
offers a wide variety of materials that were purchased in addition to the core curriculum. SuCh items include p-SSR
practice, I-tools for the white board, manipulative, problem solving strategies, and on line test prep.

The middle school and high school purchased new math curriculum materials. New materials included test books,
teacher's manuals, accompanying technology pieces and calculators. The new textbooks were needed to align the
curriculum to the standards.

TECHNOLOGY
Basic maintenance of intemal network connections and overall network communication was an emphasis of district
technology upgrades during the 2010-ll school year. Due to an increase in the amount of laptops and other
handheld "smart" devices, the most significant need during the fiscal year was incorporation of appropriate managed
wireless access points throughout the district complex. Elementary, in particular, was brought úp tospeed in orãer
to maximize the technology present in classroom environments.

2l't Century Classroom Set-ups: The continuation of integrating our classrooms in a student-centered environment
continued to occur' Maintaining the usefulness of tools that came with the previous CFF and EETT grant monies
fell upon the technology budget. The addition of newer mounted classroom projectors was established so that each
classroom throughout the district had this tool available. Likewise, each room-now has a whiteboard present and
additional resources were needed for those items along with replacement pens and maintenance for the whiteboards.

II



Harmony Area School District
Management's Discussion ancl Analysis (MD&A)

Server Back-up: Additíonal emphasis was put on back up of key servers within the district through BDR (Backup
and Disaster Recovery) along with also applying 750 G'B portáute hard drives to maintain back-up files on file
:tfu,"tt'. We.bec¿me much more able to insure ourselves against server failure and/or loss of data with these newmecnantsms ln place.

Cycling of computer machines: Trying to stay within the mindset of a 5-year cycle, we located machines connectedto important funcfions throughout the district ánd upgraded older desktop systems to newer desktops, or laptops witha current platform and up-to-date hardware. These-hardware upgrades in vital secretarial and office locations arenecessary in order to keep up with the demands of software upg.åd-.r that are taking place.

Programs: Istation, Study Island, Blended Schools.Net, and the Renaissance series of software were maintained in
order to gauge student learning and tutor/remediate areas of need. These assessment tools helped facilitate student
needs for proficient scoring on PSSA tests and reaching the needs of district-wide curriculum goals.

Contacting the District Financial Management

This financial report is designed to provide our citizens, taxpayers, parents, sfudents, investors and creditors with ageneral overuiew of the District's finances and to show the Éoãrd's ãccountability for the money it receives. If you
have questions about this^report or wish to request additional information, please contact Robin Kitchen, Business
Manager, Harmony Area School District, 5239 Ridge Road, Westover, PA 16692 or gl4-g45-1,glg, extension 154.
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Harmony Area School District
Statement of Net Assets

June 30, 201 I

Govemmental
Activities

Business-Type

Activities Total
Assets
Cunent assets;

Cash and equivalents
Taxes receivable
Intergovemmental receivables
Other receivables
Inventories

Other current assets

Total current assets

Noncurrent assets:

Land

Depreciable capital assets, net
Construction in progress
Defened bond costs, net
OPEB asset

Total noncurrent assets

Total assets

Liabilities
Cun'ent liabilities:

Intemal balances

Accounts payable
Cun'ent portion of long-term obligations
Accrued interest payable
Accrued salaries and wages
Defered revenue

Total current liabilities

Noncurrent liabilities:
Bonds and notes payable, net ofdiscount
Lease purchase obligations
Long-term portion of compensated absences

Total noncurrent liabilities

Total liabilities

Net assets
Invested in capital assets, net ofdebt
Restricted for capital projects (spendable)
Unrestricted

Total net assets

Total liabilities and net assets

$ 2,599,443
442,055
324,971

35,413

14,3s3

3,773

3,4l g,g0g

5,000
2,703,992

30,000

52,7 56

35,369

2,927,116

$ 6,247,024

$ (45, I 30)
I5,192

224,431
31,421

32t,030
5,807

612,751

1,522,791

1,954

lg3,l6g

1,707,903

2,320,554

1,050,992
l,l16,g42
1,7 59,646

3,926,470

þ_ i2!1,02!

s 26,493
0

1,690

0

9,200
0

s 2,625,936
442,055
326,561

35,413

22,553
3,773

3,456,291

5,000
2,724,209

30,000

52,7 56

35,369

2,947,333

s 6,303,624

0

76,917

224,939
31,421

321,030

664,963

1,522,791

1,954

tg4,692

1,799,327

2,374,190

l,07l,lgg
1,116,942
tJ4t,3e3

3,929,434

s 6,303,624

36,3 83

0

20,217

0

0

0

20,217

$__Írpq

$ 4s,r30
1,725

508

0

0

.- 4,749

52,112

0

0

1,52L

1,524

53,636

20,2t7
0

(17,253)

2,964

$ 56,600

See accompanying notes to the basic financial statements.
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Governmental Activities:
Instruction
Instructional student support
Administration and financial

support
Operations and maintenance

of plant
Pupil transportation
Student activities
Interest on long-term debt

Total governmental activities

Expenses

s 3,461,362
396,744

679,745

414,326
565,769
l2I,g4g
66,908

5,696,702

Business-Type Activities:
Food service 257,325

Total primary governmenr ïéP!!,On

General Revenues:
Taxes levied
Grants, subsidies and contributions, not restricted
Invesfnent eamings
Transfers between governmental, BT activities
Miscellaneous

Total general revenues

Change in net assets

Net assets, begiruring of year

Net assets, end ofyear

Harmony Area School District
Statement of Activities

For the Year Ended June 30, 201 I

program Revenues
Ch*g
Services and Contributions and òonributions

0

0

0

5,290
0

5,290

93,954

$__29J11

0

0
s 1,062,117

219,753

6,828

0
439,446

0
0

1,729,144

157,922

$ 1,886,066

Net (Expenses) Revenues and
Changes in Net Assets

Governmentat

0

ll2,4g7
0

0
0

112,497

0

0

Activities Activities

s Q,399,245)
(166,991)

(672,917)

(301,82e)
(126,322)
(1 t6,sse)

(66,e08)

(3,850,771)

0

$ 112,497

s0
0

See accompanying notes to the basic frnancial statements.
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Total

s Q,399,245)
(166,99 t)

(672,917)

(30 r,829)
(126,322)
(t 16,ss9)

(66,908)

(3,950,771)

(5,549)

(3,856,320)

l, I 1 9,533
2,832,330

7,315
0

724,609

4,692,796

826,466

3,102,969

r:pry,43!

0

0

0

0

0

0

(3,850,771)

l, I I 9,533
2,932,330

7,305
(r2,44s)
724,609

4,670,331

819,560

3,106,910

s 3,926,470

(s,54e)

(5,549)

0

0

10

12,445
0

12,455

6,906

(3,942)

$ 2,964



Harmony Area School District
Balance Sheet

Governmental Funds
June 30, 20I I

Assets

Cash and cash equivalents
Taxes receivable
Due from other funds
Due from other governments
Other receivables
Inventories
Other current assets

Total assets

I,iabilities and Fund Balance
Liabilities

Accounts payable

Accrued salaries and benefits
Defened revenue

Total liabilities

Fund Balance
Nonspendable fund balance
Restricted fund balance
Committed fund balance
Unassigned fi.lnd balance

Total fund balance

Total liabilities and fund balance

General Fund

$ 1,482,60 I

442,055
45, I 30

324,971

35,413

14,353

3,773

qätqUq

s 75,192
321,030
378,795

775,017

14,353

0

1,000,000
558r826

12573,1',79

s2,rq]2q

Major Fund

Capital
Projects

$ l,l 16,842

0

0

0

0

0

0

$_!]-l!.rya

0

0

0

0

1,116,842

0

0

1,116,942

q__Li¡!.91¿

Total
Governmental

Funds

$ 2,599,443
442,055

45,130

324,971

35,413

I 4,3 53

3,713-

$ 3,465,038

s 75,t92
321,030
379,795

7'7 5,017

14,353

l,l16,g42
1,000,000

558,926

2,690,021

qllÉ!.q¡g

See accompanying notes to the basic financial statements.
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Harmony Area School District
Reconciliation of the Governmental Funds Balance Sheet

To the Statement of Net Assets
June 30, 201 I

Total fund balance - governmental funds

Amounts reported for governmental activities in thc
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reported as assets
in governmental funds. The cost of the assets is $7,70g,71I
and the accumulated depreciation js $4,969,7 19.

Property taxes receivable will be collected in the future, but
are not available soon enough to pay for the curent period's
expenditures and therefore are deferred in the funds.

Bond issue costs are recorded as expenditures in the year of
the bond issue in the funds, but represent an asset on the
Statement of Net Assets that is amoftized to expense over
the life ofthe debt, The bond cosrs total $79,136 and rhe
accumulated amoftization is $26,380.

Long-term liabilities including bonds payable, are nor due
and payable in the current period and therefore are not
reported as liabilities in the funds, Long-term liabilities at
year end consist of:

s 2,690,021

2,738,992

372,988

52,7 56

(.t.928.287)

$3.92ÁA1!

General obligation bonds
Lease obligations
Compensated absences
Accrued interest payable
Bond discount, net of amortization
OPEB asset

Net assets of governmental activities

$(1,690,000)
(5,229)

(244,224)
(31,421)

7,219
3 5.368

See accompanying notes to the basic financial statements.
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Harmony Area School District
statement of Revenues, Expcnditures and changes in Fund Balances

Governmental Funds
For the Ycar Ended June 30, Z0l I

Revenues

Local sources

State sources

Federal sources

Total revenues

Expenditures
Instruction
Support services
Non-instructional services
Capitaloutlay

Debt service (principal and interest)

Total expenditures

Excess ofrevenues over (under) expenditures

Other financing sources (uses)

Interfund transfers

Total other financing sources (uses)

Net change in fund balance

Fund balance, beginning ofyear, restated

Fund balance, end ofyear

General Fund

s 1,262,146

3,653,139
898,406

5,913,690

3,399,142
l,gg3,55g

llg,l77
30,000

229,793

5,769,670

44,020

(12,44s)

(12,4!s)

31,575

I,541,60f

ufl3.122

Major Fund

Capital
Projects

$ 694,889
0

0

694,889

0

0

0

0

0

694,ggg

694,889

42t,953

UI!J1a

Total Governmental

Funds

$ 1,957,035

3,653,13 g

898,406

6,509,579

3,399,142
l,gg3,55g

I lg,l77
30,000

229,793

5,769,670

'l3g,g0g

(12,445)

(t2,4!5)

726,464

1,963,557

q2ú2qp¿!

See accompanying notes to the basic financial statements.
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Harnrony Area School District
Reconciliation of the Stateme nt of Revenues, Expenditures and

Changcs in Fund Balances To the Statement of Activities
For the Year Ended June 30,20I1

Total net change in fund balance - governmcntal funds

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

Governmental funds report capital outlays as expenditures. However.
in the statement of activities, fhe costs oftho* urrrir'u.. uito**;;";;
their estimated useful lives as depreciation expense. This is the amount
by which depreciation expense exceeded .apìtur outrays in the current
period:

s 726,464

(1 28, I 98)

20,128

160,000

2,800

8,546

(5,229)

41,047

(s.ee8)

$_819léa

Because some propefty taxes wiil not be collected for several months
after the Dishict's fiscal year ends, they are not considered as
"available" revenues in the governmental funds. Defened tax revenues
increased by this amount this year.

Repayment of bond principar is an expenditure in the governmentar
funds, but reduces long-term liabilities in the statement of net assets.
The 2010- I I debt principal payments were as follows:

Capital outlay
Depreciation expense

Series 2006 Bonds

s 41,4s2
069.650)

160,000

See accompanying notes to the basic f,rnancial statements.
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InJerest on long-term debt is recognized in the governmental funds
when it is due. In the statemeni of activities, interest expense is
recognized as interest accrues. This amount represents the diffËrence,

In the governmental funds, compensated absences are measured by the
amounts used' The statement of activities measures by the amóunts
earned. This amount represents the difference.

Repayment of capital lease obligations is an expenditure in the
governmental funds but reduces long-term liabilities iñ the statement of
net assets, This was the amount of the lease payments made in 20r0-r l
($1,751) net of the new lease incurred ($6,9gb),

Post-employment benefits are recognized as expenditures in the
govemmental funds when they are paid. In the statement of activities,
post-employment benefits are recognized as expenses when incurred.
This amount represents the differenci.

Govemmental funds report bond costs and bond discounts as
expenditures in the year of issue. In the statement of activities, they are
amortized over the tem of the debt. This is the amount of amortized
expense in the curent period.

Change in net assets of governmental activities



Harmony Area School District
Statement of Net Assets

Proprietary Fund
June 30, 201 I

Assets

Curent assets;

Cash and cash equivalents
Due from other governments
Inventory

Total current assets

Noncurrent assets:

Machinery and equipment, net

Total noncurrent assets

Total assets

Liabilities
Current liabilities:

Due to other funds
Accounts payable

Current portion of compensated absences
Deferred revenues

Total current liabilities

Noncurrent liabilities:
Long-term portion of compensated absences

Total noncurrent liabilities

Total liabilities

Net assets

Invested in capital assets

Unreshicted

Total net assets

Total liabilities and net assets

Food

Service

$ 26,493
1,690
8,200

36,3 83

20,217

20,217

$ 56,600

$ 45,130
1,725

508
4,749

52,112

1,524

1,524

53,636

20,217
( 17,2531

2,964

$lÁÉgq

See accompanying notes to the basic fìnancial statements.
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Harmony Area School District
Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Fund
For the Year Ended June 30,2011

Food

Service
Operating revenues

Food service revenue

Total operating revenues

Operating expenses

Salaries

Employee benefits
Purchased properfy services
Other purchased services
Supplies

Depreciation
Other operating expenses

Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses)
Earnings on investments
State sources

Federal sources

Total nonoperating revenues (expenses)

Contributions and transfers
Transfers in (out)

Total contributions and transfers

Change in net assets

Total net assets, beginning ofyear

Total net assets, end ofyear

s 93,854

93,954

s7,203
27,915
11,035

1,046

t54,709
4,592

935

257,325

(163,47 t)

l0
14,622

143,300

157,932

12,445

12,445

6,906

(3,942)

þ-JÊþ!

See accompanying notes to the basic financial statements.
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Harmony Area School District
Statement of Cash Flows

Proprietary Fund
For the Year Ended June 30, 20I I

Cash flows from operating activities
Cash received fi'om users
Cash payments to employees for services
Cash payments to suppliers for goods and services
Cash payments for other operating expenses

Net cash provided by (used for) operating activities

Cash flows from non-capital flnancing activities
State sources

Federal sources

Operating transfers in (out) primary government

Net cash provided by (used for) non-capital financing activities

Cash flows from capital and related fÏnancing activities
Capital ourlay

Net cash provided by (used for) capital and financing activities

Cash flows from investing activities
Earnings on investments

Net cash provided by (used for) investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning ofyear

Cash and cash equivalents, end ofyear

Reconciliation of operating income (ross) to net cash provided by (used
for) operating activities:

Operating income (loss)

Adjustments to reconcile operating income (loss) to net cash provided by
(used for):

Depreciation
(Increase) decrease in inventories
Increase (decrease) in accounts payable
Increase (decrease) in accrued salaries/benefits
Increase (decrease) in deferred revenue

Total adjustments

Net cash provided by (used for) operating activities

Food

Service

6 94,623

(78,239)
( 165,816)

(e3s)

(r 50,367)

14,494

t4t,749
12,445

169,677

(12,445\

(12,445)

l0

5,975

20,618

þ_J5421

See accompanying notes to the basic

))

$ ( 163,471)

4,592
(7sl)

8,095

409

769

1 3,1 04

$ (150,367)

financial statements.



Assets

Cash and cash equivalents
Investments

Total assets

Liabilities
Due fo students

Total liabiliries

Net assets

Held in trust for scholarships

Total net assets

Total liabilities and net assets

Agency
Fund

$ 32,327
0

ï_p;4

s 32,327

32,327

g*nê27

See accompanying notes to the basic
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Harmony Area School District
Statement of Fiduciary Net Assets

Fiduciary Funds
June 30,2011

Private
Purpose

Trust

$ 2,780
700

s__g,4gq

3,480

3,490

$__!l!q

Total

Fiduciary
Funds

$ 35,107
700

E-i$qZ

s 32,327

32,327

3,480

3,490

$ J$qZ

fìnancial statements.



Harmony Area School District
Statement of Changes in Fiduciary Net Assets

Fiduciary Funds
For the Year Ended June 30,2011

Private Purpose

Trust
Additions:

Other additions

Totaladditions

Deductions:
Scholarships awarded

Total deductions

Change in net assets

Net assets, beginning of year

Net assets, end ofyear

250

(237)

3,717

L _3,$q

See accompanying notes to the basic financial statements,
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Harmony Area School District
Notes to Financial Statements

June 30,20ll

I. Description of School District and Reporting Entity

The Harmony Area School District, formed in 1957, is a Local Education Agency of the third class, governed
by a nine-member publicly elected board, located in the Commonwealth of Pennsylvania, The District-provides
educational services to approximately 380 students from Westover Borough uná th" Townships of Cirest and
Burnside, all located in Clearfield County, Pennsylvania, and Cherry Tree Borough in tndiana County,
Pennsylvania.

A reporting entify is comprised of the primary govemment, component units and other organizations that are
included to ensure that the basic financial statements of the School District are not misleaãing. The primary
govemment consists of all funds, departments, boards and agencies that are not legally separate from the Sctrool
District. For Harmony Area School District, this includes general operations, foãd servlce, and student related
activities of the School District.

Component units are legally separate organizations for which the School District is financially accountable.
The School District is financially accountable for an organization if the School District appoints a voting
majority of the organization's governing board and (l) the School District is able to significantiy influence thã
programs or services performed or provided by the organization; or (2) the School District is legally entitled to
or can otherwise access the organization's resources; the School District is legally obligated oi has otherwise
assumed the responsibility to finance the deficits of, or provide financial support to the organization; or the
School District is obligated for the debt of the organization. Component units may also include organizations
that are flrscally dependent on the School District in that the School District approvei the budget, the issuance of
debt or the levying of taxes. The school District has no component units.

2, Summary of Significant Accounting policies

The financial statements of the School District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to local governmental units. The Govemmental Accounìing
Standards Board (GASB) is the accepted standard-sefting body for establishing governmental accounting unã
financial principles. The more significant of these accounting policies are describeã below.

A. Basis of Presentation

The School District's basic financial statements consist of government-wide statements, including a
statement of net assets and a statement of activities, and fund frnancial statements which provide a rnôre
detailed level of financial information.

Govemment-wide Financial Statements

The statement of net assets and the statement of activities display information about the School District as a
whole. These statements include the financial activities of the primary govemment, except for fiduciary
funds.
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Harmony Area School District
Notes to Fina!å:"jf"i"*'" u

The staternent of net assets presents the financial condition of the governmental and business-type activities
of the School District at year end. The statement of activities presents a comparison between direct
expenses and program revenues for each program or function of the School District's governmental and
business-type activities. Direct expenses are those that are specifìcally associated with iservice, program
or depafiment and, therefore, clearly identifiable to a particular function. Program revenues include
charges paid by the recipient of goods and services offeréd by the programs, and giants and contributions
that are restricted to meeting the operational or capital .rquit"..ntr ãf a particu"tar program. Revenues
which are not classified as program revenues are presented ás general reuenùes ofttre Schóol District. The
comparison of direct expenses with program revenues identifies the extent to which each business segment
or governmental function is self-financing or draws from the general revenues of the School District.

Fund Financial Statements

Fund financial statements are also provided in the report for all governmental funds, proprietary funds, and
the fiduciary funds of the School District, Major individual governmental funds aná major individual
entetprise funds are reported as separate columns in the fund statements, Non-major funds ãre aggregated
and presented in a single column. Fiduciary funds are reported by fund type.

B, Fund Accounting

The School District uses funds to maintain its financial record during the year. A fund is defined as a fiscal
and accounting entity with a self balancing set of accounts. th"ré are three categories of funds:
govemmental, proprietary and fiduciary.

Governmental Funds

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of cunenì financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which they
may or must be used. Current liabilities are assigned to the fund from which they will be paid, Th;
difference between governmental fund assets and liabilities is reported as fund balance. The folìowing are
the School District's major governmental funds:

General Fund - The general fund is the operating fund of the School District and is used to account for all
financial resources except those required to be accounted for in another fund.

Capital Projects - The capital projects fund is used to account for and repoft financial resources that are
restricted to be used for the acquisition, construction, or renovation of major capital facilities or equipment,
and for debt service.
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Harmony Area School District
Notes to Financial Statements

June 30, 20I I

Pronrietary Funds

Proprietary funds focus on the determination ofchanges in net assets, financial position and cash flows and
are classified as either internal service or enterprise funds, Internal service funàs account for the financing
of services provided by one department or agency to other departments or agencies of the School District.
There are no internal service funds. Enterprise funds may be used to accouit for any activiry for which a
fee is charged to extemal users for goods and services, The following is the Sc-hool District's major
enterprise fund:

Food Service Fund - This fund accounts for the financial transactions related to the food service operation
of the School District.

Fiduciarv Fund

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category is
split into four classifications: pension trust funds, investment trust funds, private-purpose trust funds and
agency funds, Trust funds are used to account for assets held by the- Schooi Dìstrict under a trust
agreement for individuals, private organizations, or other govemments and are therefore not available to
support the School District's own programs. The School District's only trust fund is a private purpose trust
which accounts for a scholarship program for students. The agency fund is custodial in natureiasiets equal
liabilities) and does not involve measurement of results of operations. The School District's agency fund
accounts for those student activity programs which have student participation in the activity uná hau.
students involved in the management of the program.

C. Measurement Focus

Gpvernment-widq Financial Statements

Governmenf-wide financial statements are prepared using the economic resources measurement focus. All
assets and all liabilities associated with the operation of the SchoolDistrict are included on the statement of
net assets.

Fund lifrancial Statements

Fund financial statements are accounted for using a flow of current financial resources measurement focus.
With this measurement focus, only current assets and current liabilities generally are included on the
balance sheet' The statement of revenues, expenditures and changes in fund bãlances reports on the
sources (i.e. revenues and other financing sources) and uses (i.e. expenditures and other finanôing uses) of
cun'ent financial resources. This approach differs from the manner in which the governmental activities of
the government-wide financial statements are prepared. Governmental fund financial statements therefore
include a reconciliation with brief explanationi to better identi$i the relationship between the govemment-
wide statements and the statements for governmental funds.

Like the government-wide statements, the proprietary fund is accounted for on a flow of economic
resources measurement focus. All assets and all liabilities associated with the operation of these funds are
included on the statement of net assets, The statement of changes in net assàß presents increases (i.e.
revenues) and decreases (i.e. expenses) in net total assets. Íhe statement of cash flows provides
information about how the School District finances and meets the cash flow needs of its próprietary
activities.
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Harmony Area School District
Notes to Final;:'jf,,i,.rn"" u

Proprietary Fund types distinguish operating revenues and expenses from non-operating items. operatingrevenues and expenses generally result from providing ,..ulrm and producing and d"elivering goods iñconnection with a proprietary fund's principal ongoingãperation. The principaioperating revenues of theFood Service fund are charges for sales and'servicãs. ópå.uting r*p.nrm ofthe Food service Fund includethe cost of sales and services and administrative expenses. Ãll ,rurnu., and expenses not meeting thisdefinition are reported as non-operating revenues and expenses.

Fiduciary funds are reported using the economic resources measurement focus.

D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on thefinancial statements. Government-wide financial statements are prepared using the accrual basis ofaccounting' Governmental funds use the modified accrual basis of accóunting. påprietary and fiduciary
funds also use the accrual basis of accounting. Differences in the accrual and the modified accrual basis ofaccounting arise in the recognition ofrevenué, the recording ofdefened revenue, and in the presentation ofexpenses versus expenditures.

Revenue resulting from exchange transactions, in which each party gives and receives essentially equalvalue, is recorded on the accrual basis when the exchang. tul"r-plac., on a modified accrual basis,revenue is recorded in the fiscal year in which the ,.rõur"r, are measurable and become available.Available means that the resources will be collected within the current frscal year or are expected to bec-ollected soon enough thereafter to be used to pay liabilities of the current frscal year. For the SchoolDistrict, available means expected to be received within sixty days of fiscal year-end,

Non-exchange transactions, in which the School District receives value without directly giving equal valuein return' include income taxes, properry taxes, grants, entitlements and donations, Reve-nue ffom properfy
taxes is recognized in the fiscal year for which the taxes are levied (see Note 5). Revenue Ílom grants,
entitlements and donations is recognized in the fiscal year in which aìt ,tigluility requirements have beensatisfied' Eligibility requirements include timing requírements, which ,pr"iry the yeár when the resources
are required to be used or the year when use is flirst permifted, matching-r.qul.m"íts, in which the SchoolDjstrict must provide local resources to be used for a specifiód purporr, and expenditure requirements, inwhich the resources are provided to the School Districf on u .rirbrrsement basis. On a modified accrualbasis, revenue from non-exchange hansactions must also be available before it can be recognized.

under the modified accrual basis, the following revenue sources are considered to be both measurable andavailable atyear end: properfy taxes available ai an advance, interest, tuition, grants, fees and rentals,

Deferred Revenue

Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.

Deferred revenue in the government-wide financial statements includes grants and entitlements receivedbefore the eligibility requirements were met.

on governmental fund. financial statements, receivables that will not be collected within the availableperiod (properry taxes) have also been reported as defened revenue.
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Harmony Area School District
Notes to Financial Statements

June 30,2011

Expenses/Expend itures

On the accrual basis ofaccounting, expenses are recognized at the time they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rajher than expenses. Expenditures are genãrally recognized in the accounting period in
which the related fund liabilily is incurréd, if measurabi-e, Allocations of cost, such as depreiiåtion and
amoftization, are not recognized in governmental funds.

B. Budgetary Data

An operating budget is adopted each year for the General Fund on a modified accrual basis ofaccounting.

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

The School District, before levying annual school taxes, is required to prepare an operating budget for the
succeeding fiscal year.

The SchoolDistrict is required to adopt a proposed budget at least thirty (30) days prior to adoption of the
annual budget. The proposed budget shall be printed oi otherwise .u¿. àuáituUie ior public inspection to
all persons and shall be made available for duplication to any person, on request, at least twenty (20) days
prior to the date set for the adoption of the budget, Final aciion shall not be taken on the proposed budget
until after ten (10) days ofpublic norice.

The Board of Directors may make transfers of funds appropriated to any particular item of expenditure by
legislative action. An affirmative vote of two-thirds of àllmembers of t-hé board is required. The amounts
reported as the original budgeted amounts in the budgetary statements reflect the amoúnts in the certificate
when the original appropriations were adopted. The ãmounts reported as the final budgeted amounts in the
budgetary statements reflect the amounts in the final amended certificate issued during ãscal year 201 I .

Fund balances in budgetary funds may be appropriated based on resolutions passed by the Board of
Education, which authorized the School Distriót to make expenditures. Appropriåtions lapse at the end of
the fiscal period, In order to preserve a ponion of an appropriation ror'wniån an expenditure has been
commifted by a purchase order contract or other form of commitment, an encumbrance ii recorded.

Included in the General Fund budget are program budgets as prescribed by the State and Federal agencies
Pn9ine the program. These budgètt at. äppioued on ã p.ogrärn by prográm basis by rhe stare or Federal
funding agency.

An Enterprise fund bu-dget is not adopted; however, a formal budget is prepared and approved by
management and expendifures are controlled on the basis of this budget.

F. Prepaid Items

Payments made to vendors for services that will benefìt periods beyond June 30, 2011, are recorded asprepaid items using the- consumption method. A current ãsset for tñe prepaid amount is recorded at the
time of the purchase and an expenditure/expense is reported in the year in wtrictr services are consumed.
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G. Inventory

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

Inventories ín governmental funds are stafed at cost by the first-in, first-out method. The purchase method
is used to account for inventories. Under the purchãse method, inventories are recorded' as expenditures
when purchased; however, an estimated valuè of inventories ($14,353) is reported as an asset in the
General Fund. The inventories in the General Fund are equaliy ofßet by noïspendable fund balance,
which indicates they do not constitute "available spending resðurces" even túough thry ur. a component of
net current assets. The General Fund is the only governmental fund that has material inventory bálances as
ofJune 30,201 l.

A physical inventory of the Food Service Fund food and supplies was taken as of June 30,2011. The
inventory consisted of government donated commodities whiòh are valued at estimated fair market value,
and purchased commodities and supplies, both valued at cost using first-in-frrst-out (FIFO) method. Any
unused commodities donated by the federal government at June 30,201I are reported às defened revenue.

H. CapitalAssets

General capital assets result from expenditures in the goverrunental funds, These assets are reported in the
governmental activities column of the government-wide statement of net assets but are not reported in the
fund financial statements. Capital assets used by the ente¡prise fund are repofted in both the business-type
activities column on the government-wide statement of netãssets and in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair maiket values as of the date
received. The School District maintains a capitalization threshold of fifÍeen ($1,500) hundred dollars.
The School Dishict does not possess any infrastructure. Improvements are capitalized; the costs of
normal maintenance and repairs that do not add to the value oithe asset or materìally extend an asset's
life are not capitalízed.

All reported capital assets, except for land and construction in progress, are depreciated, Improvements
are depreciated over the remaining useful lives of the related òupitut arretr. D.preciation is computed
using the straight-line method over the following useful Iives:

. Description Estimated Lives

Buildings and Improvements
Furniture and Equipment

15 - 40 years
5 - 20 years

J.

Bond Issue Costs

The costs incuned by the District to issue the General Obligation Bonds have been recorded as a deferred
asset that is being amortized over the life of the related bondi using a straight-line basis of amortization.

Original Issue Discounts and premiums

Bond premiums and discounts are reported as direct adjustments to the face amount of the bond and are
defened and amortized over the life of the bond using the straighrline method of amortization.
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K. Receivables and payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end ofthe fiscal year are referred to as either "due to/from othãr funds" (i.e, the õurrent portion ofinterfund
loans) or "advances tolfrom other funds" (i.e. the non-current portion of interfund loàns). Any residual
balances outstanding between the governmental activities and business-type activities are reported in the
govemment-wide frnancial statements as "internal balances," In governmental fund financial statements,
advances between funds are offset by an amount reported as nonipendable fund balance to indicate that
they are not available for appropriation and are not expendable available financial resources.

All receivables are determined to be collectible, and no allowance has been established.

Receivables from and payables to external parties are reported separately and are not ofßet in the
proprietary fund financial statements and business-type àctivities 

'of 
the government-wide financial

statements, unless a right of offset exists.

L, Fund Balance Classifïcation

Beginning with fiscal year 2011, the District implemented GASB Statement No, 54, ,,Fund Bqlance
Reporting qnd Governmental Fund Type Definitiors." This Statement provides more clearly defined fund
balance categories to make the nature and extent of the constraints placed on a govemment's fund balances
more transparent' The following classifications describe the relative strength oflhe spending constraints:

o Nonspendable fund balance - amounts that are not in spendable form (such as inventory or prepaid
items) or are required to be maintained intact.

¡ Restricted fund balance - amounts constrained to specific purposes by their providers (such
grantors, bondholders, and higher levels of government), through consiitutionai provisions, or
enabling Iegislation.

Committed fund balance - amounts constrained to specific purposes by the District itself, using its
highest levelof decision-making authority (i.e., SchooiBoardj. To be reported as committeá, amounts
cannot be for any other putpose unless the District takes the same highest level action to remove or
change the constraint,

Assigned fund balance - amounts the District intends to use for a specific purpose. Intent can be
expressed by the School Board or by an official or body to which the Schóol'noard delegates the
authority.

Unassigned fund balance - amounts that are available for any purpose. Positive amounts are reported
only in the general fund.

AS

by
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As of June 30, 201 l, fund balance components, other than unassigned, consist of the following:

Nonspendable Restricted
General fund:

Inventory
Future retirement costs
Future health care costs

Capital projects ft.rnd

Total

Beginning fund balances for the
classifications.

$ 14,353 $
0

0

0 1.1t6.842

$1J16.&r2u4,3å3

District's govemmental funds have

Commifted

$0
220,000
780,000

$l-000000

been restated to reflect the above

0
0
0

The School Board establishes (and modifies or rescinds) fund balance commitments by resolution of the
board. A fund balance commitment is further indicated in the budget document as a commitment of thefund, Assigned fund balance is established by the school Board tñrough adoption or amendment of the
budget as intended for a specific purpose,

The District would typically use Reshicted fund balances first, followed by Commifted resources, and then
Assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend
unassigned resources first to defer the usé ofthese other classifìed funds.

M. Accrued Liabilities and Long-term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide financial
statements, and all payables, accrued liabilities and long-term obligations puyubl. from proprietary funds
are reported on the proprietary fund frnancial statements.

In general, governm-ental fund payables and accrued liabilities that, once incurred, are paid in a timely
manner and in full from current financial resources, are reported as obligations of the funds. However,
claims and judgments, compensated absences, special termination benefìts and contractually requireá
pension contributions that will be paid from govèrnmental ñlnds are reported as a liability in the'¡un¿
financial statements only to the extent that they are due for payment during the cunent year. Bonds are
recognized as a liability on the fund financialstatements whendúe.

N, Net Assets

Net assets represent the difference between assets and Iiabilities. Net assets invested in capital assets, netof related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding
balances of any borrowings used for the acquisition, construction or improvement of ihose assets. Net
assets are reported as restricted when there are limitations imposed on their use eifher through the enabling
legislation adopted by the School District or th-rough externaf restrictions imposed by crediiors, grantors oî
laws or regulations of other govemments.

Use of Rgstricted Funds

When both restricted and unrestricted resources are available for use, it is the Dishict's policy to use
restricted resources first, then un¡estricted resources as they are needed.
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The government-wide statement of net assets reports Sl,l16,842 of restricted net assets, which is restricted
by enabling legislation for Capital projecrs.

O. Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates unã ârru*ptioni thut aifect the amounts
reported in the financial statements and accompanying notes. Actual reiults may differ from those
estimates.

P, Pension Plan

Substantially all full+ime and parl-time employees of the District participate in a cost-sharing multiple
employer defined benefit pension plan. GASB Státement No. 27, Accouitingfor pensions by-Starc ànd
Local Governmental Employers requires an employer that participates in sucñ ã plan to recognize annual
pension expendìtures or expenses equal to its contractually required contributions, subject to ihe modified
accrual basis of accounting in governmental funds. (That is, if contributions from governmental funds are
required but not made, the difference would 4ot be reported as an expenditure but as a long-term liability if
not payable with expendable, available financial resources.) The District made all requiied contributiäns
for the year ended June 30, 201 l, and has recognized them as expenditures and expenses in the
govemmental and proprietary funds, respectively.

3. Cash and Cash Equivalents and Investments

Under Section 440.1 of the Public School Code of 1949, as amended, the District is permitted to invest its
monies as follows:

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 Amõrica, (b) the Commonwealth of
Pennsylvania or any of its agencies or inshumentalities backed by the full faith and credit of the
Commonwealth, or (c) any political subdivision of the Commonwealth of Pennsylvania or any of
its agencies or instrumentalities backed by the full faith and credit of the political subdivision. 

-

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

The deposit and investment policy of the school district adheres to state statutes and prudent business practice.
Cash equivalents are defined as shott-term, highly liquid investments that a.e ,eadily convertible to known
amounts of cash and include investments with original maturities of three months ór less, Cash and cash
equivalents consist of demand deposits at a local Uant. tne market values of deposits are equal to the cost of
the deposits.

The District invests in the Pennsylvania School District Liquid Asset Fund (PSDLAF), pSDLAF was
established to enable school districts to pool funds for investmeni in instruments authorized by Section 440.1 of
the Pennsylvania School Code of 1949, as amended. These funds have the characteristics oiopen-end mutual
funds and are not subject to credit risk classification.
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The District invests in Iong-term certificates of deposit at local financial institutions, The investments are stated
at cost including accrued interest which approximátes market value.

Cash

Custodial Credi.t Risk - Deposits

custodial credit risk is the risk that in the event of a bank failure, the District's deposits may not be returned toit' The District does nothave a policy for custodial credit risk, however, the District's deposits in excess of theFDIC limit are collateralized in accordance with the Pennsylvania Securiry for public Deposits Act. As of June
30,2011, $2,380,597 of the District's bank balance of $2,63 1,297 wasexposed to custodial risk as:

Uninsured and uncollate ralized
collateralized with securities held by the pledging financial institution
uninsured and collaterar held by the predging bafü's ffust department
not in the District's name

Total

Reconciliation to Financial Statements-

Uninsured amount above
Add: Insured amount

Deposit in transit
Less: Outstanding checks
Carrying amount - bank balances
Add: Peffy cash

Pooled cash equivalents
Less: Certificates of deposit considered investments

Total cash per f,rnancial statements

Investments

As of June 30,2011, the District had the following investments:

$0
0

2.380.sgJ
$2J30-597

$2,3 80,597
250,700

1,092
(.34.673)

2,597,716
250

63,777
(700)

$2-6é1.ù13

Fair Value

$ 700
63.777

s64A11

Interest Rate Risk

The Dishict does not have a formal investment policy that limits investment maturities as a means of managingits exposure to fair value rosses arising from incieasing interest rates.

Investment

Certificates of Deposit
PA School District Liquid Asset Fund

Total

Maturitv

12 months
N/A
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Credit Risk

The District has no investment policy that would limit its investment
June 30,201I the District's investments were rated as follows:

choices to certain credit ratings. As of

Investment
PA School District Liquid Asser Fund

Concentration of Credit Risk

August I
August I -October3l
November I -November30
December I-December3l
January 15

Standard & Poor's
AAAm

The District places no limit on the amount the District may invest in any one issuer.

Custodial Credit Rjsk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the District
will not be able to recover the value of its investments or collateral security that are in possession of an outside
party. The District has no investment subject to custodial credit risk.

Reconciliation to Financial Statements

Total investments above S 64,477
Less: Deposits in investment pool considered cash equivalent (63.777)

Total investments per financial statements S 700

4, Real Estate Taxes

Real estate taxes for the School District are collected from Westover and Cherry Tree Boroughs and Chest and
Burnside Townships. The tax on real estate for public school purposes for fiscal 201 I was 85,46 mills for Clearfìeld
County and 60.28 mills for Indiana County, as levied by the Board. Assessed valuations of property ($12,300,433t
are determined by Clearfield and Indiana Counties, and the elected tax collectors u.. ,rrponrible for collection. The
schedule for real estate taxes levied for each fiscal year is as follows:

- Levy Date
- 20á Discount Period
- Face Amount Period
- 10% Penalty Period
- Lien Date

5. Taxes Receivable

The elected tax collectors are required to return any uncollected real estate taxes to the county's tax claim
lyreay þv Januav 15. It has been determined the amount of outstanding taxes as of June 30,201i i, $¿¿z,gss.
The School District, in accordance with accounting principles geneially accepted in the United States of
America, recognized the delinquent and unpaid taxes reteivaúI.. en allowance fbr uncollectible taxes was not
established by the administration. A portion of the amount estimated to be collectible which was measurable
and available within 60 days was recognized as revenue and the balance deferred in the fund financial
statements.
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Uncollected taxes for the year ended June 30, 201 l:

Delinquent Real Estate
Earned Income Taxes
Occupational Tax
Real Estate Transfer Taxes

Uncollected Taxes Recognized
as Revenue (received wíthin 60 days)

Real Estate Tax Defered

Total Taxes Receivable

s 48,692
I5,535

1,128
3.7t2

69,067

372,988

$442.0ss

6, Deferred Revenues

Defened revenue arises when assets are recognized before revenue recognition criteria have been satisfied, On
the fund financial statements, general fund dehned revenues of $378,795 represent defened real estate taxes of$372,988 and defened grant revenue of $5,807 at June 30, 2011. Deferred revenues of $4,749 in theproprietary fund at June 30,2011 represent donated commodities inventory which will be recognized as bothrevenue and expense when consumed.

1 Due From Other Governments

Amounts due from other governments represent receivables for revenues earned by
collections made by another govemmentál unit on behalf of the School District.
following amounts are due from other governmental units:

the School District or
At June 30, 2011, the

DUe From

Federal
State
Local

General Fund

$2l6,g l g
99,626
19.426

$324-gzt

Proprietary Fund

$ 1,552
138

0
$ri90
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8. Capital Assets

capital asset activity for the fiscal year ended June 30, 2011, was as follows:

Beginning
Balance Additions Deductions

Governmenfal Activities
iapital assets, not being depreciated:

Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Furniture and equipment

Total capital assets, being depreciated

Less accumulated depreciation:
Buildings and improvements
Furniture and equipment

Total accumulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, net

Business-Type Activities
Capital assets, being depreciated:

Equipment
Total capital assets, being depreciated

Less accumulated depreciation:
Equipment

Total accumulated depreciation

Business-type activities capital assets, net

$0$0
3.0.000 0
30.000 0

00
tt.452 0
11.452 0

l29,gl3 0
39.737 0

169.650 0

û58.198) 0

$ll28*le8) $A

$ s,000

5.000

6,596,946
1,065.313
7.662.259

3,915,920
884.149

4.800.069

2.862.190

$¿867J90

$ 220.830
220.830

208.476
208.476

s 12.3s4

Ending
Balance

$ 5,000
30.Q00
3s.00Q

6,596,946
1.076.765
7.673.7tt

4,045,933
923.886

4.969.7 t9

2.793.992

s2J38592

s 233.275
233.21s

213,059
213.058

s 20.217

s t2.+4s $0
t2.445 0

4.582 0
4.582 0

s:J8ó3 $0

Depreciation expense was charged to functions/programs of the primary government as follows;

Governmental Activities:
Instruction
Instruction suppoft
Adm inistrati on and finance
Operation and maintenance of plant
Pupil transportation
Student activities

Total depreciation expense - governmental activities $l6gjj0

$ 104,306
t1,654
20,494
12,485
17,049
3.672
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9. Deferred Bond Costs

Deferred bond costs include expenses on the District's2006 bond issue as presented in the financial statements.
These costs are amofüzed over the life of the respective bond issues.

Bond costs
Less: accumulated amortization

Total

Balance
July 1.2010

$79, I 36
2t.t04

$58"A32

Additions
$0

s.276

$92?é)

Deletions
$o

0

$0

Balance
June 30. 201 I

$79, I 36
26.380

$52J5é

10. Defined Benefit pension plan

Plan Descriotion

l'he District contributes to a governmental cost-sharing multiple-employer defìned benefit pension plan
administered by Pennsylvania Public School Employee's Retirement Syitem (PSERS). Benefit provisionì of
the plan are established under the provisions of the Þennsylvania Publi¡ Schoòl Empioyees' Retirement Code
(the Code) and maybe amended by an act of the Pennsylvänia State Legislature. rhã pian provides retirement
and disability, legislatively mandated ad hoc cost-of-iiving adjustments, and healthiar. inru.un.. premium
assistance to qualiSring annuitants. It also provides forrefu-ndsïf a member's accumulated contribution upon
termination of a member's employment in the public school sector. PSERS issues a publicly available finanfial
report that includes financial statements for the plan. That report may be obtained by writing to Diane J. Wert,
office of Financial Management, Public Schoõl Employeej' Retirement System, Þ.o so* 125, Hanisburg,
Pennsylvania 17108-0125, This report is also available-on the publication section of the pSERS website at
www.psers,state.pa.us.

Fundins Policv

The contribution policy is set by the Code and requires contributions by active members, employers and the
commonwealth. Plan_members are required to coniribute 5.25 or ó.5 peicent of their quairying cämpensation
if they joined the plan before July 22,1983. Members who joined the system on or afteiJuly 22, l9g3,and who
were active or inactive as of July 1,2001, contribute at ø.zs percent or 7.5 percent'of iheir quali$ing
compensation. MemberswhojoinedthesystemafterJune 30,2001 ,contributeT.5percent. Forall newhire{
the higher contribution rates began with service rendered on or after January l, 2002: The contribution requireá
of participating employers is based on an actuarial valuation and is expresrãd u, u percentage of a6ual covered
payroll during the period for which the amount is determined. Beforè July l, t995, the sc-hool district and the
Commonwealth shared the employer contribution rate equally. Since July I ,'lgg5,school districts are required
to p1y the entire employer contribution rate and are reimbuised by the Commonwealth in an amount equal to
the Commonwealth's-share as determined by the market value/personal income aid ratio (as defined in Act 29of 1994), which is at least one-half of the toial employer rate, Ëor the fiscal year June 30, 201 l, the rate of the
employer's contribution was 5.64 percent of coveied-payroll. The 5.64 percent rate is composed of a pension
contribution rate of 5'00 p-ercent for pension beneflrts-and 0.64 percent for healthcar. inrrrun". piemium
assista¡ce, Harmony Area School Distiict's contributions to PSER^S for the years ending June 30, z0ll,2010
and 2009 were $142,114,5114,154, and 5122,156, respectively. Those amounts are'equal to ine required
contribution for each year.
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I l. Post-employment Healthcare Benefits

The Public School Employees' Retirement System (PSERS) provides a health insurance premium assistance
program (premium assistance), a post-employment healthcare plan as defined in the Public-school Employees'
Retirement Code and amended by Act 29. The program is ävailable to all eligible annuitants who elect roparticipate' Under this program, an employer còntr-ibution rate for premium ãssistance was established to
provide reserves in the Health Insurance Account that are sufhcient ior the payment of premium assistance
benefits.

Panicipating eligible annuitants are entitled to receive premium assistance payments equal to the lesser of $100per month or fheir mo¡thly insurance premium. In order to receive premium assistànce, eligible annuitants
must obtain their health insurance through their employer or the System's Health Options program (HOp), in
which the system acts as a conduit betweèn the insurànce companies and the eligible annuitant.

12. Long-Term Obligations

During the fiscal year ended June 30,2011, general long-term obligations changed as follows:

Beginning of the year
Issuance ofdebt
Principal retirement
Changes in compensated absences
End ofyear
Unamoftized original issue discount

Less: current porlion
Long-term liabilities

Bonds
Payable

$ 1,850,000
0

( 160,000)
0

1,690,000
(7.219)

l,6g2,7gl
(16q.000)

$1.522J8r

Compensated
Absences
s254,393

0
0

(8.r37)
246,256

0
246,256
(.6t.s64)

$r&Ló92

Capital
Lease

Obligations
$0

6,990
(l,751)

0
5,229

0
5,229

ß.37s)
$_L8!t

Total General
Long-Term
Obligations
$2, I 04,393

6,990
(161,751)

(8.137)

1,941,495
(7.2r9\

1,934,266
(224.e39)

$l-709åz

The future annual payments required to amoftize outstanding bonds payabte as of June 30,2011, including total
interest payments are as follows;

General Obligafion Bonds
Year Ended

Ju¡e 30.
2012
2013
2014
2015
2016

2017-2020

Interest
$ 62,941

57,242
51,121
45,001
38,476
8t.444

$33é,125

Principal
$ I60,000

170,000
170,000
180,000
185,000
82s.0q0

$l-690-000

Total
s 222,841

))1 )L)
22l,l2t
225,001
223,476
906.4!4

v*026J25
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In December 2006, the District issued $2,455,000 of general obligation refunding bonds (Series of 2006) torefund the Series of 2001 general obligation bonds and t-o pay all costs incidental to the issuance of these bonds.
The bonds bear inte¡est rates ranging from 3.50% to 3.906/o with annual principal maturities from January 2006
lhrough January 2020, The projèctãd savings from the reflrnancing *a, $so,å:g. The balance outstanáing aiJune30,20ll was$1,690,000. Theseries oizooøbondswererefundedinNovember20ll. SeeNote25.

Accumul4ted Compensated Absences

In accordance with accounting principles genelally accepted in the United States of America, the District
accrues liabilities for compensated absences. Compensated absences reflect the potential cost of sick leave
earnqd by employees at June 30,2011. Faculty and support staffare compensated ui th" pr. diem rate of$90.00
and $25.00, respectively, for unused sick days, The'School District haì computed a lìability of $246,256 at
June 30,2011 with 5244,224 reflected in the general fund and s2,032 refleited in the proprietary fund for
unused sick days. The District has estimated $61,564 as current and $ 184,692 as long term. Due to the natureof the obligation for accrued separation benefits, annual requirements to amortize such obligations are not
determinable and have not been presented,

General obligation bonds issued for governmental activity purposes are liquidated by the general fund.
Compensated absences liabilities for governmental activities will be paid by the general iund; vihereas, those
related to business-type activities wiil be paid by the proprietary fund.

13. Capital Leases

The School District,leases equipment under lease-to-own (capital) lease agreements. The gross amount of
assets capitalized under capitat leases is $6,980. Future minimum lease paymènts are as follows-:

Year Ended
June 30,

2012
2013

Payment
$3,375

1.854
$s29

Payment
$30,29s

29,265
16,761
5,729

14. Operating Leases

The School District entered into noncancellable operating leases for computers and copiers. Rental
expenditures under all operating lease agreements were $30,295 for fiscal y"ur)On. Fufure minimum rental
payments required under operating leases that have remaining lease terms as of June 30 are as follows:

Year Ended
June 30,
2012
2013
2014
201 5
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15. Post-employment benefits

From an accrual accounting perspective, the cost of postemployment healthcare benefits, like the cost of
pension benefits, should be associated with the periods in wfrlctr tLe cost occurs, rather than in the future year
when it will be paid. In adopting the requirements of GASB Statement No. 45 during the year ended June 30,
2010, the District recognizes the cost of postemployment healthcare in the year whãn employee services aré
received, reports the accumulated liability from prior years, and provides information urcirl in assessing
potential demands on the District's future cash flbws. ilecause thq District is adopting the requirements oî
GASB Statement No. 45 prospectively, recognition of the liabilify accumulated rrom prioi years will be phased
in over 20 years, commencing with the 20l0liability

Plan DesÜiptions: The District provides continuation of individual medical insurance coverage to employees
who retire from the District until the retiree reaches age 65 or becomes eligible for Medicare, whichever occurs
frrst, Retirees are eligible for the District incentive upãn retirement after añaining either l) age 55 with 25 years
of PSERS service and l0 years of service with the Dìstrict or 2) 30 years of servte at any age with the District.
The Djstrict pays the full premium for the first year of retirement fär the employee only. Àny increases in the
cost-of the monthly premium for individual medìcal insurance above and ueyona tne prómium rate at retirement
shall be paid by the employee. In addition, the employee can purchase adãitional ,turrug., at the cost of the
employee,

All contracts with the District's union employees will be renegotiated at various times in the future and, thus,
costs and benefits are subject to change.

OPEB benefits are administered by District personnel. No separate financial statements are issued.

The number of participants as of June 30,2010, the effecfive date of the triennial OpEB valuatiou, follows.
There have been no significant changes in the number covered or the type ofcoverage since that date,

District

Active employees 53

Retired employees I I

Total

Furyding Policy; The District currently pays for postemployment health care benefits on a pay-as-you-go basis,
and these financial statements assume that pay-as-you-gô frnding will continue.

Annuql OPEB Cost and Net OPEB Obligation; The District's annual other post-employment (OPEB) cost is
calculated based on the annual required contribution (ARC). The District has elected to calculate the ARC andrelated information using the alternative measurement method permitted by GASB Statement No. 45 for
employers with fewer than 100 total members. The ARC represents a level of funding that, if paid on an
ongo.ing basis, is projected to cover normal cost each year and to amortize any unfunded aîruarial IiåUilities ¡orfunding excess) over a period not to exceed 30 yeárs. The following table shows the components of theDistrict's annual OPEB cost for the year, the amount actually contribu-ted, and changes in the District,s net
OPEB obligation.
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Harmony Area School District
Notes to Financial Statements

June 30,2011

Annual required contribufion (ARC)

Interest on Ner OPEB Obligation

Adjustment to ARC

Annual OPEB cost (expense)

Contribution for the frscal year

Increase in Net OPEB Asset

Net OPEB Obligation June 30, 2010

Net OPEB Asset June 30, 2011

Percent of armual OPEB cost contributed

District

$ I 18,512

227

84

I 19,455

( I 59,502)

(41,047

5,679

$ (35,368)

134,70%

AsofJune30,20ll,theactuarialaccruedliabilityforbeneflrtswas$92l,659,allofwhichwasunfunded. The
covered payroll(annual payroll of active employees covered by the Plan) was $2,709,000, and the ratio of the
unfunded actuarial accrued liabilify (UAAL) to the covered payroll was 34.02 percent.

Since this is the second year of implementation for GASB Statement 45, prior year datahas been omitted for the
s-econd preceding year. The Disfrict's annual OPEB cost contributed to tire plân and the net OPEB obligation of
the fiscal years ending June 3 0, 20 I I and 20 l0 for the benefits were as follows:

Year Ended

Annual
OPEB Cost

Percentage of
OPEB Cost

Contributed
Net OPEB
Oblieation

June 30,201 I $ r 18,455 134,'Ì0% s (35.368)

June 30,2010 $ r 13,954 95.00% $ s,679

June 30, 2009 $ 0 0.00% $ 0

Acluariql Methods and Assumptions. Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the employer and plan membersj ano inðtuáe the types of benefits
provided at the time of each valuation and the histórical pattern of sharing benefrt costs beMeðn the employer
and plan members to that point. The methods and assumptions used include techniques that are designed to
reduce the effects of short-term volatility in actuarial acirued liabilities and the actuarial value of-assets,
consistent with the long-term perspective of the calculations.

The following simpli$,ing assumptions were made:

Ret.irement agefor aclive employees - Based on the historical average retirement age for the covered group,
active plan members were assumed to retire at age 57, or at the firsì subsequrnt yãu, in which the member
would qualiS for benefïrs.

Y:r,:tjy - Life expecfancies were based on monality tables from the National Center for Health Statistics,
The RP2000 Mortality Table for Males and Females prôjected 10 years was used.
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June 30, 201 I

Turnover - The District's turnover is based on the Standard Tumover Assumptions ÍÌom GASB 45, paragraph
3 5b.

Heqlthcare cosl trend rale-The expected rate of increase in healthcare insurance premiums was based on the
Gentzen Model promulgated by the Society of Actuaries for use in long-term trend pro¡ections. A rate of g,0
percent initially, reduced to an ultimate rate of 5.2 percent after six years, was used.

Ile.alt! insurance premiums - Health insurance premiums for fiscal year 2010 were used as the basis for
calculation ofthe present value oftotal benefits to be paid.

Payroll growth rate -The expected long-term payroll growth rate was assumed to be 4.0 percent, based on
historical hends.

In the June 30, 2010 actuarialvaluation, the liabilities were computed using a simplified version of the entry age
actuarial cost method and level percentage of payroll amortizâtion. The actuarial assumption s utilized a 4l/o
discount rate, Because the plan is unfunded, reference to the general assets, which are short-term in nature (such
as money market funds), was considered in the selection of the 4%o rate.

16. Interfund Transactions

The following is a summary of interfund receivables and payables at June 30,2011:

Receivables Payables
General Fund (Major Fund) $45, 130 $ 0
Proprietary Fund - Food Service (Major Fund) 0 45.130

$45*130 L4l_130

The interfund balances above between the General Fund and the Food Service Fund represent Food Service
salaries and benefits paid by the General Fund.

Interfund transfers during the year ended June 30,20ll consisted ofthe following:

Transfers In Transfers Out
Proprierary Fund-Food Service (Major Fund) 512,445 $ 0
General Fund (Major Fund) 0 12.445

s12AA5 St2AAt

The District transfers amounts annually from the General Fund to the proprietary Fund to subsidize the
Proprietary Fund (Cafeteria) expenses.

17. Jointly Governed Organization

The School District governs, with five other school districts, a vocational-technical school, Each district is
represented on the Vo-Tech's school board. However, no on-going financial interest or responsibility exists
between the School District and the Vo-Tech, other than a share-in paying the debt service on the bond issues,
which is included in tuition expense. Harmony Area School District's share of this debt service for 2010- I I is
3.36%. The District's portion of tuition expense for its students attending the Vo-Tech for fiscal 20ll was
$ I 73,960.
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18. Contingent Liabilities

Grant Prosrams

The School District participates in both state and federally assisted grant programs. These programs are subject
to program compliance. audits by the grantors or their representatives. The School Districi is potentially liãble
for any expenditures which may be disallowed pursuant to the terms of these grant programs. Management is
not aware of any material items of noncompliance which would result iñ tne-¿isauowance oiprogrurn
expenditures.

19. Self-Insurance - Medical Insurance

The School District is participating in the insurance consortium with the HDH Group Health Consortium to
provide for the medical care for eligible employees and their dependents. The consonium, which administers
the plan, monitors the School's deposit into the school district trust account to be held for the benefits described
above and Highmark Services, the plan administrator, processes and pays the claims. The consortium limits its
liability by stop-loss insurance coverage. Harmony Arãa Schoolnistriót's liability at June 30,2011, for unpaid
claims incurred prior to fiscal year end is not readily determinable. No liability has been recorded for these
claims at June 30,2011, as the District recognizes medical claim expenses as claims are paid.

20. Risk Management

The District is exposed to various risks of loss related to theft of, damage to, and deshuction of assets; errors
and omissions; and natural disasters. The District has purchased various insurance policies to safeguard its
assets from risk of loss. Insurance coverage appears to be consistent with previous years. During-the year
ended June 30,201 I and the two previous fiscal years, no settlements exceeded insurance coverage,

21. Related Party Transactions

Intgrmediare Ufrit pa4icipation

l'he District is a member of Central (CIU) Intermediate Unit 10. The District avails itself of various services
provided by this membership including special education, curriculum development, and certain internal service
functions, The total of services provided to Harmony Area School District for the year ended June 30,2011 for
cIU programs amounted to $47 ,327 . The amount due to the IU at June 30,2oll is $250.

Techtology Center School particination

The District is served by the Clearfield County Career and Technology Center. Students of the District have
available at the Technology Center courses and curriculums related to the technical training fields, Harmony
Area School District made tuition payments totaling $173,960 for the current year. The amount due from the
Technology Center at June 30,2011, based on a final reconciliation for the y.ar, i, $16,945.
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Harmony Area School District
Notes to Finaï:10:,?"""*

Economic Dependency

Harmony Area School District receives approximatel y 60% of its revenue from the State of pennsylvania in theform of state subsidies. Changes in funding levels by the State could have a material effect on future operations
of the District.

Nonmonetary Transactions

TheDistrictreceivesoneofitsfederal programsubsidiesbymeansofnoncashtransfer. Theu.S.Departmentof Agriculture, through the Pemsylvania bepartment of Àgriculture, provides food commodities under theNational school Lunch Program. These nonmonetary commodity items are valued at market values and
recorded as revenue as received. The total food commodities donatãd by the federal government for the fiscal
year 201 I totaled 513,264.

24. Restatement of Beginning Fund Balance

The provisions of GASB Statement No. 54, "Fund Balance Reporting and Governmental Fund þpeDefinilions," require the restatement of fund balance for former Special Revlnue Funds no longer meeting"thedefinition' Consequently, the District's beginning fund balance for General Fund was increaied by $:]+so,from $1,538,118 to $1,541,604, and the fund bálance of the other Non-Major Governmental Funds was
eliminated. This restatement affects the fund flrnancial statements only.

25. Subsequent Evcnts

In November 2011, the District entered into a loan agreement with the state public School Building Authority(Authority) for the hnancing of a capital project. Thã Authority has a program to provide flrnancinifor capitá
projects for schools in Pennsylvania through its issuance orquâtitred ictroot consfruction bonds, pi.ruunt'to aTrust Indenture between the Authority and Wells Fargo Bani, N.A. In accordance with Section 6431 of the
Internal Revenue code of 1986, as amended, the United States will provide a direct interest subsidy under the
Federal Qualified School Construction bond program, which the Authority will pass through to the bãnowers in
proportion to their participation in the program.

The District has be_en approved by the Pemsylvania Department of Education to receive fìnancing from
proceeds of the QSCBs to finance the District's project. The loan of $6,000,000 will be used for uîiroin!
renovations, including a new roof, boiler system, eiectrical wiring and security entry ways, as well as for
payment of all costs incidental to the issuance of this loan. The loan bears inteiest ataraie of 5.0gg%, with
annual principal maturities from September 2012 through September 2029. Iìowever, due to the interest
subsidy, the effective interest rate is 0,00%

General Obligation Bonds. Series of 201 I

In November 2011, the District also refunded the Series of 2006 Bonds with the Series of 20ll Bonds
(S 1,810,000). The District will realize savings of $3 l,l7l on the refinancing.
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Harmony Area School District
State¡nent of Revenues, Expenditures and Changes

In Fund Balance - Budget and Actual
General Fund

For the Year Ended June 30, Z0ll

Original

$ l,0gg,4l7
4,106,999

426,797

5,623,193

$ 1,089,417

4,l06,ggg
426,797

5,623,193

Budgeted Amounts
Actual

(Budgetary
Basis)

s 1,262,146

3,653,13 g

898,406

5,813,690

Variance with Final
Budget Favorable

(Unfavorable)

s 172,729
(453,851)
471,6t9

190,497

Final
Revenues

Local sources

State sources

Federal sources

Total revenues

Expenditures
Instruction:

Regular programs

Special programs

Vocational education programs
Other instructional programs
Pre-kindergarten

Support services:
Pupil personnel

Inshuctional staff
Administration
Pupil health

Business

Operation and maintenance of plant
Student transpofiation
Central

Other support services
Operation of noninstructional services:

Student activities
Facilities acquisition, construction,

and improvement
Debt service:

Principal and interest
Refund of prior year receipts

Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses)
Interfi.¡nd transfers
Budgetary Reserve

Total other financing sources (uses)

Net change in fund balance

Fund balance, beginning ofyear, restated

Fund balance, end ofyear

(65,000) (65,000)
(22,378\ (22,378\

(821378) (87,378\

00
300,q00 300,000

$ 300,000 $ 300,000

2,335,940

554,652
l24,g7g
74,626

134,852

185,769

l64,l69
396,742

67,920
172,149
5 I 1,036

450,700
21,460

0

100,062

0

240,761
0

2,335,940
554,652

l24,g7g
74,626

134,952

185,768

164,t69
396,742

67,920
172,148
5 I 1,036

450,700
21,460

0

100,062

0

240,761
0

2,447,199
60s,092
t73,960
96,728
76,174

t68,652
t4t,720
406,356

77,331
l7 I ,683
407,394
548,718

22,347

49,357

118,177

30,000

228,441
352

(l I1,248)
(50,440)
(48,e81)
(22,102)

59,679

17,116

22,449
(9,614)
(9,41t)

46s
103,642

(e8,018)
(887)

(49,357)

(18,1 15)

(30,000)

12,320
(3s2)

(233,855)

(43,3 5 8)

5,535,915

87,379

5,535,915

97,379

5,769,670

44,020

(12,445)
0

(12,445\

3r,57 5

t,5!1,604

qi,5l1u2

52,555
22,379

74,933

31,575

1,241,6.04

$ 1,273,179

See accompanying notes to the basic financial statements
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Federal,/Gra¡t

Proiect Title

Passed through the Pennsylvania Department of public lVelfare
Medical Assistance Program - Reimbursement:

SBAP Admin. Reimbursemenr I g3j7g N/A

Toøl U.S. Department of Health and Human Services

U.S. DEPARTMENT OF EDUCATION

Passed through the Pennsylvania Department of Education:

ECIA Title I I S4.0r0 (t) 013_u0183
ECIA Title I ¡ 84.010 (l) 013_100183

ARRA-ECIATittet I 84.389 (1) 127_100183

ECIA Title I Academic Achievement I g4.010 (l) 077_l00l83

ECIA Title II Parr A I 84.367 020-il0183
ECIA Title II Part A I 84.367 020_100183
ECIA Title II Parr A I 84.367 020_090183

ECIA Title II Parr D g4.318 055_100183

ARRA - Fiscal Stabilization I 94.394 126_110183

Education Jobs Fund I g4.410 140_1593g6

Safe and Drug Free Schools 84.lg6A 100_100569
Safe and Drug Free Schools g4. I g6A 100_ 100 I g3

Passed through Central Intermediate Unitl0:

IDEA Part B I 84.027 (2) N/A
IDEA Part B I 84.027 (2) N/A

ARRA - IDEA Paft B r 84.391 (2) N/A

Total U.S. Department of Education

(i) Title I, Pa¡r A Cluster
(2) Special Education Cluster (IDEA)

Federal
Source C.F.D-A.
Code Number

Harmony Area School District
Schedule of Expenditures of Federal Awards

For the year Ended June 30,2011

Pass program ToþlThrough Or Received
G¡anto¡s Grant Period Awa¡d For the
Number BesinninqÆnd Date Amount yea¡

07/0t/t0-06/30/11 N/A

07/01/10-09t30/tl s 179,24.,ì
07/01/09-09/30/10 18t,441

0s/14/09-09/30/1t 102,481

07/01/09-09t30n0 3,600

07/0t/10-09/30/tt s2,166
07/0t/09-09t30t10 51,918
07/0r/08-09t30t09 46,128

07/01/09-09/30/t0 50,000

07/01/1046t30/11 311,892

08/01/10-09/30/l I 184,791

07/0t/10-09/30/tt t,525
07t0r/09-09/30/t0 2,430

07/01/10-06t30/tt 69,838
07/01t09-06/30t10 68,650

02/t7/09-09t30/l I 81,553

1,387,660

Accrued
(Deferred)
Revenue at

Julv l. 2010

s I 1,970

1t,970

Revenue
Recosnized Expenditures

$0
0

155,376 0
24,485 24,485

36,t04 33,976

2,880 880

52,t66 0
10,384 5,509
10,563 3,875

40,000 32,098

31 1,892 0

t84,79t 0

572 0
1,122 297

00
ó8,650 68,139

2,457 2,457

901,442 17 t,716

s 11,970

1t,970

Accrued
(Defened)
Revenue

Adjustments June 30. 201 I

$ 1r,970

1t,970

1 62,1 80

0

2,128

2,000

47,619
4,875
6,688

6,642

3rr,892

184,791

615

825

69,838
0

41,592

84 1,685

See accompanying notes to the basic frnancial statements.

4'.1

$0
0

162,180

0

2,t28

2,000

47,6t9
4,875
6,688

6,642

3t 1,892

184,791

615

825

69,838
0

4t,592

84 1,685

0

0

0

0

0

6,804

0

0

0

(4,s47)
0

0

( 1,260)

0

0
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0

69,838
0

41,592

112,470

0

0

0

0

0

(51l)

0

(5t l)



Federal/Grant ,"r.." J;0.f,1.
Proiect Title Code Number

U.S. DEPARTMENT OF AGRICULTURE

Passed through the Pennsylvania Department of Agriculture:

USDA Commodities I 10.555 (3)

Passed through the Pennsylvania Department ofEducation:

National School Lunch I 10.555 (3)SevereNeedsBreakfast I 10.553 (3)

Fresh Fruit and Vegerable I 10.5g2

State Matcbing Funds S N/A

Total U.S. Department of Agriculture

Total Financial Assista¡rce

Harmony Area School District
Schedule of Expenditures of Federat Awards

For the Year Ended June 30, 2011

Pass

Through
Gra¡tors Grant period

Number BeeinningÆndDate

(3) Child Nutntion Cluster

N/A 07/0t/10-06/30/11

N/A 07/01/t0-06t30/11
N/A 07/0U10_06/30/11

N/A 07/0t/10-06t30/tt

N/A 07/01/10_06t30/tl

Program

Or
Awa¡d

Amount

ToÎal
Received
For the
Year

(a)

13,264

84,445
31,334

13,473

12,334

I 54,850

$1,068,262

N/A

Accrued
(Deferred)
Revenue at

Julv 1.2010

(b)

(3,e80)

0

0

0

0

(3,e80)

s 167,736

N/A
N/A

N/A

N/A

Revenue
Recognized

qli!]{Éq

Expenditures

(c)

12,495

85,459

31,872

13,473

12,472

t55,77t

$r,009,426

12,495

85,459
31,872

t3,473

12,472

t55,771

q!,9q&2q

Adjustments

Accrued
(Defened)

Revenue
June 30. 201 1

(d)

(4,749)

1,014

538

0

138

(3,05e)

$ I 09.41 1

See accompanying notes to the basic financial statements.
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Harmony Area School District
Schedule of Expenditures of Federal Awards

For the Year Ended June 30,2011

Notes to Schedule of Expenditures of Federal Awards

Note A - Significant Accounting policies

The accompanying schedule of expenditures of federal awards is prepared on the accrual basis of accounting.

Note B - Donated Commodities

Nonmonetary assistance is reported in the schedule at the fair market value of the commodities received and
disbursed. At June 30,2011, the District had food commodities totaling 54,749 in inventory.

(a) Total amount of commodities received from the Department of Agriculture.
(b) Beginning inventory ar July 1,2010.
(c) Total amount of commodities used.
(d) Ending inventory at June 30,201 l.

Note C - Direct/Indirect Funding

The following source codes reflect program funding:

D : Direct Funding
I = Indirect Funding
F : Federal Share
S : State Share

Note D - Reconciliation to Financial Statements

Total Federal Sources reported on the Statement ofRevenues,
Expenditures, and Changes in Fund Balances $ g9g,406

Less: School Based Access Medicaid Reimbursement program (156,1g2)
Plus: IDEA-B passed through, recorded as Local Sources I I 1.430

Total Federal Expenditures - Governmental Funds g53.654

Total Federal Sources reported on Statement ofRevenues,
Expenses, and Changes in Fund Net Assets 143.300

Total Federal Expenditures - proprietary Fund 143.300

TotalFederal Expenditures $_996J54
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Harmony Area School District
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 20I t

Notes to Schedule of Expenditures of Federal Awards

Note E - Tcst of 50% Rule

Total Expenditures 
$ 1,009,426

Less: State's share of National School Lunch
and Severe Needs Breakfast programs (.12.472)

Total Federal Expenditures $_9g6J54

ARRA - Srate Fiscal Stabilization Fund $ 3 I 1,g92
Education Jobs Fund ß4,791
Safe and Drug Free Schools 1.440

Tesred $498.123 
=50.0%TotalFederalExpendifures g 996,954
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KOTZAN CPA6L
ASSOCIATES, P.C.
(--Htrttnn Punlrr : Acx xtuN l ¡rNrs & BustNEçs C<tt'lst-rtr zrnrs

Report on Internal control over Financial Reporting and on compliance
and other Matters Based on an Audit of Financial statemcnts performed in

Accordance with Goventmenl Auditing Slandørtls

To the Members of the Board
Harmony Area School District
5239 Ridge Road
Westover, Pennsylvania I 6692

We have audited the hnancial statements of the governmental activities, the business-type activities, each rnajor
fund, 

-and 
the aggregate remaining fund information of Harmony Area School District as'óf and for the year ended

June 30,2011, which collectively comprise l-Iarmony Area Sc-hool District's basic financial statements and have
issued our report thereon dated December 2,2011. We conducted our audit in accordance with auditing standards
generally accepted in the United States and the standards applicable to financial audits contained in Government
Auditing standards, issued by the comptroller General of the united states.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Harmony Area School District's internal control over financial
reporting as a basis for designing our auditing procedures forihe purpose ofexpressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on ihe effectiveness of ihe District's internal control
over ftnancial reporting. Accordingly, we do not express an opinion on the effectiveness of the District,s internal
control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and conect
misstatements on a timely basis. A material weqkness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misståtement of the entity's financial statements will
not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identiff all dificiencies in internal control over flinancial reporting
that might be deficiencies, significant defìciencies, or máterial weaknesses. We did not identiry any dehciencies in
intemal control over fìnancial reporting that we consider to be material weaknesses, as deflrned áuoul. However, weidentified a,deficiency in internal control over financial reporting, described in the accompanying schedule of
findings and questioned costs, that we consider to be a sigìincuãi deficiency in internal control over financial
reporting (#2011-l). A signi/ìcant deficiency is a deficiency, o. u combination of deficiencies, in internal controlthat is less severe than a material weakness, yet important enough to merit attention by those charged with
goveffrance.
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Co-mpliance and Other Matters

It pu1 of obtaining reasonable assulance about whether Harmony Area School District's financial statements arefree of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of fìnancial statement u.ountt. 

.However, providing an opinion on compliance with these provisions
was not an objective of our audit and accordingly, we do not eipress-such an opini'on. The results of our tests
disclosed no instances of noncompliance that areiequired to be repórted und,er Government Auditing Standards.

We noted ceftai¡r matters that we reported to the management of Harmony Area School District in a separate lefter
dated December 2,201l.

Harmony Area School District's response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. we did not audit Harmony Area school District,s response, and
accordingly, we express no opinion on it.

This report is intended for the information and use of the audit committee, management and federal awarding
agencies and pass-through entities. However, this report is a matter of public recõrd and its distribution is not
limited.

11oþ1^- of,l î ,{"çon^,,9+c , P.C .

Kotzan CPA & Associates, P,C.
December 2,2011
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KOTZAN CPA6L
ASSOCIATES, P.C.
Cltn l r¡o Pr.rr¡Lrc AcxxtuNraNrs i\. IlusrNlrss ClNSUrit ANTS

Report on Compliance with Requirements That Could Have a
Direct and Material Effect on Each Major program and on

Intcrnal Control Over Compliance in Accordance
with OMB Circutar A-133

To the Members of the Board
Harmony Area School District
5239 Ridge Road
Westover, Pennsylvania I 6692

Compliance

We have audited Harmony Area School District's compliance with the types of compliance requirements described
in the OMB Circular A-t33 Compliance Supplement that could have a direct and material effect on each of
Harmony Area School District's major federal programs for the year ended June 30, 201 l. Harmony Area School
District's major federal programs are identifred in the summary of auditors' results section of the áccompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contråcts'anã'
grants applicable to each of its major federal programs is the responsibility of llarmony Area School Dishict's
management' Our responsibility is to express an opinion on I{armony Area School District's compliance based on
our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contai nedinGor"rnment,euâting Stqndards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Loial Governments, and'Non-
ProJ"ìl Organizqtions. Those standards and OMB Circular A-133 require ihut we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance ."qúirements refened to
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a tesÍ basis, evidence about Harmony Area School District's òornpliun"" with those requirements and
perfoming such other procedures as we considered necessary in the circumsìances. We believe ìhat our audit
provides a reasonable basis for our opinion. Our audit does not provide alegal determination on l{armony Area
School District's compliance with those requirements.

In our opinion, Harmony Area School District complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of lts major federal piograms for the year
ended June 30,2011.

Internal Control Over Compliance

The managernent of Harmony Area School District is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts, and grãnts applicable tJfederal programs.
In planning and performing our audit, we considered Harmony Area Schiol District's internal 

"onÍoI 
ou.,

compliance with requirements that could have a direct and material effect on a major federal program to determine
the auditing procedures for the purpose of expressing our opinion on compliance and to test ånd-repoÉ on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion
of the effectiveness of internal control over compliance. Accordingly, we do not .*p."r, 

-an 
opùion ón the

effectiveness of the District's internal control over compliance.
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A deficiency in internal control over compliønce exists when the design or operation of a control over compliance
does not allow management or employees, in the normal courses of peiforming their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement oI a federal i.ogru* on a timely basis.A material weakness in internql control oveì òomptiance is a defiiiency, or combination ofãeficiencies in internal
control over compliance, such that there is a 

,reásonable possibility that material noncompliance with a type ofcompliance requirement of a federal program will not be preìented, or detected and conected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph ofthis section and was not.designed to identify all dehciencies in internal control over compliance that might be
deficiencies, significant deficiencies, or mat;rial weaknesses. we did not identiô/ any dèficiencies in intemal
controì over compliance that we consider to be material weaknesses, as defined above.

This report is intended for the information and use of the audit committee, management, and federal awarding
agencies and pass-through entities. However, this report is a matter of public recórd aná its distribution is not
limited.

Ilrl*- QPA 1 ,lc+o'".'l+o, P. c.

Kotzan CPA & Associates, P.C.
December 2,2011
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Section I - Summary of Auditors' Results

Financial Statements

Type of auditors' report issued:

Internal control over financial reporting:
Material weakness(es) identified?
Signiflrcant defi ciency identifi ed not

considered to be material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards

Internal control over major programs:
Material weakness(es) identifi ed?
Signifi cant deficiency identified not

considered to be material weakness(es)?

Type ofauditors'report issued on
compliance for major programs:

Any audit findings disclosed that are required
to be reported in accordance with Circular
A- 133, Section .510(a)?

Identification of major programs:

CFDA Number(s)

84.394
84.410

84. I 86A

Dollar threshold used to distinguish
between Type A and Type B programs:

Auditee qualified as low-risk auditee?

Harmony Area School District
Schedule of Findings and euestioned Costs

Year Ended June 30, 201 I

unqualified

X Yes

unqualiJ'ìed

Yes X No

None reported

Yes X No

Yes X No

Yes X None reported

Yes X No

Name of Federal Program or Cluster

ARRA - Fiscal Stabilization Fund
Education Jobs Fund
Safe and Drug Free Schools

$300,000

Yes X No
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Harmony Area School District
Schedule of Findings and euestioned Costs

Year Ended June 30, 201 I

Section II - Financial Statement Findings

INTERNAL CONTROL OVER FINANCIAL REPORTING

Findins H2}ll-l

CONDITION:

L lutl of segregation of duties continues to exist in the accounting department at Harmony Area School District.The Business Manager performs or is involved_with nearly all iíansactions with regard to cash receipts, cashdisbursements, payroll, receivables, payables and fÌnancial r"po,ting-

CRITERIA:

Intemal controls are designed to safeguard assets and help to detect losses from employee dishonesty or error. Afi¡ndamental concept in an effective system of internal control is the segregation of duties. Although the size of theDistrict's business office staff prohibits complete adherence to this concept, ceftain steps could be taken to separateincompatible duties.

CAUSE;

The cause of this internal control deficiency is the small size of the District's business offìce
there are few options for segregation of duties, Small districts such as Harmony Area School
afford to add stafffor internal control purposes.

EFFECT:

staff. Consequently,
District often cannot

The effect of this lack of segregation of duties is an increased risk of misappropriation of funds and concealment ofsuch activity' In addition, there is an increased risk of undetected errors, both intentional and unintentional.

RECOMMENDATION:

We recommend that the District investigate options available to delegate ceftain duties and/or reviews, relating tothe aforementioned financial transactions, to others within the district, such as other secretaries or thesuperintendent' we have provided management with options for more specific ways to segregate these duties in aseparate communication,

MANAGEMENT RESPONSE:

Management agrees with the recommendation. Management will review the duties of the business manager and thebusiness office staff, as weil as the options for segregaiing these duties.

Section III - Federal Award Findings and Questioned Costs - No findings or questioned costs.
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