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Indcpendent Auditors' Report

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

Re¡lort on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Harmony Area School District as of and for
the year ended June 30,2013, and the related notes to the hnancial statements, which collectively comprise the
District's basic financial statements as listed in the table of contents.

Management's Rcsponsibility for the Financial Statemcnts

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includcs the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
íÌee flom material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audif. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained, in Government Auditing Støndards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors' judgrnent, including the assessment of the risks of
material misstatement of the financial statements, whether due to fiaud or error'. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the efÏectiveness of the entity's internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estitnates made by managernent, as well as evaluating the overall presentatìon of the financial
statements.

We believe that the audit evidence we have obtained is suff,rcient and appropriate to provide a basis for our audit
opinions,

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, each major fund, and the aggregate
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remaining fund information of the Halmony Area School District as of Julte 30,2013, and the respective changes in
fìnancial position aud, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of Arnelica.

Other Matters

R ec¡u i r e tl Su pp I ent e n I arlt I nfbr m at i o n

Accounting principles generally accepted in the LJnited States of Arnelica require that the management's discussion
and analysis and budgetary cotnpalison information on pages 5 through 12 and page 48, r'espectively, be presented
to supplernent the basic financial statements. Such infbrmation, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Boald, wlro considers it to be alt essential palt of fìnancial
repofting for placing the basic fìnancial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplernentary inforrnation in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquilies of rnanagement about the
rnethods of pl'eparing the infonnation and cornparing the ini'ormation for consistency with n'ìanagement's responses
to our inquilies, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial staternents, We do not express an opinion or provide any assurance on the infornration because the limited
procedures do not provide us with suffìcient evidence to express an opinion or provide any assulance.

Su pp I ent en taUt I 4fo r m ctÍ i on

Our audit was conducted for the pulpose of forming opinions on the financial staterrrents that collectively cornprise
the District's basic financial statemellts. l-he accornpanying schedule of expenditures of fedelal awalds and celtain
state gÌ'ants is presented for purposes of additional analysis as required by U.S. Office of Managerlent and Budget
Circular A-133, Audits of Slqles, Locctl Grnernntents, ancl Non-Profìt Organizations, and is not a required part of the
basic linancial statements. The schedule of expenditul'es of fecleral awards and certain state grants is the
responsibility of managerrent and was derived fi'om and relates directly to the underlying accounting and other
records r¡sed to prepare the financial statements. Such infol'rnation has been subjected to the auditing procedures
applied in the audit ol'the basic f'rnanciaì statemellts and certain additional procedures, including cornparing and
reconciling such inf'ormation directly to the unclerlying accounting and other records used to prepare the financial
statenlents or to the basic financial statelnents therrrselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. ln our opinion, the schedule of expenditures
of fedelaì awards and celtain state grants is fairly stated in all material respects, in relation to the basic financial
statelnellts as a whole.

Other Reporting Required by Government .tlutliÍitrg SÍandords

Itr accordarrce wilh Govet'ltmenl Auditing St(tndards, we have also issued our lepol't dated December 2,2013, on our
considel'ation of l:lannony Area School District's internal control over lìnancial reporting and on our tests of its
compliance with certain provisions of laws, regulations, coutracts, and grant agl'eements and other nratters. The
purpose of that report is to describe the scope of our testing of internal control over financial leporting and
cornpliance and the results ofthat testing, and not to provide an opinion on internal control over financial leporting
or on conrpliance. That lepolt is an integral part of an audit perforrned in accordance willt Got,et"nmenl Auditing
Stctndarcls in considering l-Iarmony Area School District's intel'nal contl'ol ovel financial leporting and compliance,

}4"\e6" qPÀ + It"-sorrl.., ,P'L
I(otzan CPA &. Associates, P.C,

.lohnstown, Pennsylvan ia
Decernber 2,2013



Management's Discussion and Analysis
H ørm o ny 

";ffi:if: 
o t D i s tri ct

The Mcrnagentenl Discussion & Ancrlysrs (MD&A) of Harmony Area School District's performance provides an
objectrve and easily readable analysis of tlre goverLlment's financial activities based on culrently known facts,
decisions or conditions. The purpose of the MD&A is to introduce the basic financial staternents and to provide an
analytical overview of the govertrment's financial activities. Note that comparative data fi'orn the previous year is
required and is included in this MD&A.

Financial Statements

The accompanying 1ìnancial statements have
present both governrnent-wide and fund level
accouuting, respectively, as discussed below.

Governrnent-Wide Financial Statements

The Statement o/ Net Position presents infolmation on all
liabilities and defèrred inflows, with the difference reported as

position may serve as a useful indicator of whether the
deteliolating.

lreen prepared in accordance with GASB Stateurent Number 34 and
financial statelnents using the accrual and modified accrual basis of

The governtnent-wide financial statenleuts ale designed to provide readels with a broad overview of the District's
finances, in a trranner similar to a private-sector business. These statenrents are prepared using the accrual basis of
accounting. The focus of these statelxents is long-term.

of the Distriçt's assets and deferred outflows, and
net position. Over time, incleases or decreases in net
financial position of the District is inrproving or

'l'he Slcttentent rf'Aclittities presents information showing how the District's net position changed duling the rnost
recent lìscal year. All changes in net positiou al'e reported as soon as the underlying event giving rise to the change
occul's, regardless of the tirning of related cash flows. l'hus, revenues and expenses are reported in this statement for
solne ìtenrs that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unusecl
conrpcnsated absenccs).

The government-wide linancial staternerlts distinguish functions of the Distlict that are principally supported by
taxes and intergovernt.nental revenues (govelnrnental activities) frorn other functions that are intended to recover all
or a portion of their costs through user fees and charges (business-type activities). The governrnental activities
include all of the District's instructional progral'r1s and support services except fol its food service operation, which
is consiclered a business-type activity.

Reconciliations of the fund financial statements to the govemrnent-wide financial statelnents outline the accounting
changes necessary to convert flom rnodified accrual to the full accrual method ofaccounting.

Fiducialy Funds including the Student Activities F'und and the Private Purpose Trust Fund (scholarships) are not
reflected on the governuìent-wide financial statenrents. These funds are shown ou separate Fiduciary Funds
statements.

Fund Financial Statements

A fund is a grouping ofrelated accounts that is used to nlaintain control overresources thathave been segregated for
specific activities or objectives. The District uses fund acconnting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of i'und financial statements is short-term. Fund financial staternents
are prepared using the r¡odified accrual basis of accounting. The District uses several different types of funds but
the two most significant types are the governmelttal and proptietary fund types.



Harmony Area School District
Management's Discussion und Anillysis (MD&A)

Govemrnental Funds

Governlnental funds are used to accoullt for essentially the same finctions reported as governmelltal activities in the
governlnent-wide firlancial staternents. Ilowever, unlike the government-wide financial statements, governmental
fund financial statenlel.)ts focus on current inflows and outflows of spendable resources, as well as on balances of
spendable fesources available at the end of the fiscal year. Such inforrnation may be useful in evaluating the
Distlict's cul'rent financing requirements.

Because the focus of governmental funds is narrowel than lhat of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governl.nelltal activities in the government-wide financial statelnents, By doing so, readers may better understand
the long-term impact of the Distlict's çurrent financing decisions. Both the governmental fund balance sheet and the
governlnental fund staternent of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governnrental activities.

The District maintains three individual governmental fuuds. Infolmation is plesented separately in the governrnental
fund balance sheet and in the governmental fund statement ofrevenues, expenditures, and changes in fund balances
for the District's major funds, which are the General Fund and tlre Capital Projects Funcl. The District's non-major
fuuds are aggregated and reported in a separate column. The District's non-rnajol fund includes the Debt Service
Irund.

Proprietaly Funds

'I'he Distl'ict accounts for its food service operation in a proprietary fund, which is presented as business-type
activities in the government-wide fÌnancial statelÌrer1ts, The proprietaly funds have historically been reported on the
accrual lrasis of accounting, Therefore, there is no difference between the government-wide and fund financial
statements with respect to tlre proprietary fund.

Financial Overview

l'he ìlarnrony Area School District general fund hacl revenues of $5,943,533 and expenditures of $5,630,935,
resulting in an excess of revenues over expenditures of $3 12,598, before transfers, for the year ended June 30, 20 I 3.

Transfers out totaled $515,156, all of which was to the Debt Service lrund to cover bond payments, After the
transfels out, the general fund "final" deficiency of revenues over expenditures was $202,558 for the year ended

June 30,20 13. Hannony Alea School District's general fund rnaintains a fund balance of $1,350,969 at June 30,
2013. ln addition to the general fund, the fund balance ofthe capital reserve fund is $1,157,345, the fund balance of
the capital projects fund is lì1,454,863, and the fund balance ofthe debt service fund is $l at June 30, 2013. These

amounts ale reflected on the fund financial statements (modified acclual basis).

Historical trends indicated that during the 2012-13 school yeal the I-Iarmony Area School District would experience
another year of signifìcant increases in cost of instruction fol special education and self-insured health benefits.
Further projected increases in the Public School Ernployees Retirement System (PSERS) employer contribution will
continue to cause an additional drain on thc financial resources of all schools in Pennsylvania. Also, declining
student enrollment will have an ilnpact on the school distlict in the future years.



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

Table I summarizes the assets and deferred outflows of resources, the liabilities and net inflows of resources, and net position of the District at June 30, 2013 as
compared to June 30,2012.

Table I
Condensed Schedule of Net Position

Assets

Current assets

Non-current assets

Total assets

Defemed outflows of resources

Total assets and deferred outflows

Liabilities
Current liabilities
Long-term liabilities

Total liabilities

Deferred inflows of resources

Net Position
Invested in capital assets,

net ofrelated debt

Restricted

Unrestricted

Total net position

Total liabiiities, deferred inflows

and net position

Governmental Activities Business-type Activities Total School District
20t3 2012 2013 2012 2013 2012

s 4,701,07s

1,024,323

11,725,398

0

q]u?Ð99

s 744,523

7,314,811

8,059,394

0

s 8,973,239 S 37,696

3,155,599 34,343

12,128,83I 72,039
00

slz4gglq 9_J2,03e

s 657,742 $ 92,916

7,584,865 2,091

8,242,607 95,063

00

Assets, Liabilities and Net Assets - Government-Wide

Current assets represented 40.2%o of the total assets comprised largely of cash and cash equivalents of 52,463,689, investments of $ 1,640,068, taxes receivable of
5314,652, and intergovernmental receivables of $285,924. Fixed assets including land, site and building improvements, furnirure and equipment, and
construction in progress represent 58.6% of total assets at 56,911 ,528.

The total liability amount of 58,154,457 consists primarily of bonds payable (S7,450,000), compensated absences ($184,270), and accrued salaries and benefits
($320,969).

7

962,772

1,157,346

1,545,886

3,666,004

9Jlt2t;2!

s 37,249 S 4,739,771

39,359 7,058,666

76,608 71,797,431
0

s 6r,742 S 837,499

i,815 7 ,376,958

63,557 8,154,457

00

910,052 34,343

1,172,270 0

1,803,909 (57 ,367)

3,886,231 (23,024)

s 9,010,488

3,194,959

12.205,446

0

ï12205Alg

s 119,484

7,586,680

8,306,164

0

Change
2013-2012

39.359 99'7.tt5
0 1,157,346

(26,308) 1,488,519

13,051 3,642,980

q_Íf9q 9!!2J,43f

s (4,27 1,7 11)

3,863,708

(408,00e)

0

q_i4q!!92

$ l r 8,015

(269,122)

(151,701)

0

949,411

1,172,270

1,777 ,601

3,899,282

s12,205,446

47,704

(14,924)

(289,082)

(2s6,302)

q_gqqp9Ð



Harmony Area School District
Managentent's Dßcussion ønd Analysis (MDA.A)

The resulting $3,642,980 in net assets includes S997,1 l5 invested in capital assets, net ofrelated debt, $1,i57,345 restricted for capital projects, S1 restricted for
debt service and S I ,488,5 I 9 in unrestricted net position.

Table 2 summarizes the revenues, expenses, and changes in net position ofthe District for the year ended June 30, 2013 compared to the year ended June 30,
2012.

Table 2

Changes in Net Position

Program Revenues:

Charges for services

Operating grants and contributions
Capital grants and contributions

General Revenues:

Properly and other taxes

Grants and entitlements

Investment eamings

Other

Total Revenues

Program Expenses:

Instruction
Support services:

Inst¡uctional sfudent support

Administration and hnancial
Plant operation and maintenance

Pupil transportation

Student activities/communiry
Interest on long-term debt

Food Services

Total Expenses

Increase (decrease) in net assets

Governmental Activities
20t3 2012

$ 3,146

1,944,199

1 08,1 64

I , 159,569

2,705,344
9,211

18,124

5,947,356

3,729,542

459,87 4

785,411
309,1 13

420,426

133,541

330,616
0

6,167,593

ï__Q202n)

s 3,872

1,751,302

98,490

Business-type Activities
2013 20tz

1,138,375

2,708,529

11,203
5,588

5,723,359

3,402,634

544,159

690,394

398,466

415,673

160,442

80,800
0

5,692,568

s 30,79r

$ 89,759

165,691

0

00
00
43
00

s 90,872

195,093

0

Total School District
2013 20t2

255,454

0

0

0

0

0

0

0

291,529

291,529

$ (36,07s)

$ 92,905

2,109,890

108,164

1,159,568

2,705,344

8,215
18,724

6,202,910

3,128,542

459,914

785,411

309,113

420,426

133,541

330,676
291,529

6,459,112

ï_p:9;9

285,968

0

0

0

0

0

0

0

275,881

275,881

s 10,087

s 94,744

1,952,395

98,490

Change
2013-2012

1,138,315

2,708,529

1t,206
5,599

6,009,327

3,402,634

544,159

690,394
398,466

415,673

160,442

80,800
215,881

5,969,449

$____19fzq

( l,83e)
t57.495

9,674

21,193

(3,1 85)

(2,eet)
1 3,136

193,483

325,908

(84,28s)

95,011
(89,353)

4,153
(26,e01)

249,816
15,648

490,663

q____p9zl!E



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

Revenuesincreasedfromtheprioryearby$193,483, or3.22%o. Theincreasecanbeattributedtotheadditionofthe
increase in the retirement subsidy, as the retirement expense also increased.

Expenses increased over the prior year by Sa90,663. The most significant
retirement rate increase, as well as the retirement incentive offered to new
increases in amounts paid to the IU for services.

Table 3 breaks out general fund expenditures by function per the fund financial statements with a comparison to
variances.

Table 3

Expenditures by Function - Budget vs. Actual

Function Description

1100 Regular Educational Programs
1200 Special Education

1300 VocationalEducation
1400 Other Instructional Programs
1800 Accountability and Pre-K
2100 Pupil Services

2200 InstructionalStaffServices
2300 Administration
2400 Health Services
2500 Business

2600 Maintenance

2700 Transportation

2800/2900 IU Programs

3000 StudentActivities/Community
51 10 Financing
5200 Interfund Transfers

Totaì Expenditures

Revenues

Net Change

rncreases
retirees.

in expenses are due to
In addition, there were

Actual
2012-t3

Expenses

s 2,427.899
764,7s2

178.161

95,008

l 38,808

184.569

202, I 80

477.336
97,445

t67,877
292,865

40s,167

52,355

142.488

4,025
515,156

6,146.091

5,943,533

$__l?g?j!Ð

Keystone to OpportuniÐ/ grant, as well as an

Actual
2011-12

Expenses

s 2.266.0s8
678,281

t8s.527
95,452

138,664

182,205

r82,054
430.132

87,274

162.783

396,1 15

403.361

68.960

155,689

r43,357
207,325

5,783,237

5,763,585

q___G2{Ð

increases
increases

in salaries and benefits, including the
in tuition paid to charter schools, and

the prior year as well as current year budget

Over/(Under)
From P/Y

$ (161,841)

(86.47 r)
7.366

444
(144)

(2,364)
(20.126)
(47,204)
(r0,171)

(5,0e4)

103.250

(1,806)

16,605

13.201

139,332
(307.83 I )

(362.8s4)

179,948

$___l_L!?p90

20t2-13
Budget

s 2,333.891

643.434

i 50,935

73.979

129,889

189.369

t49.636
444,347

91,697

t73,361
33 8,538

394.132

63.280

135,207

243.864
20,000

5 i75 559

5,516,477

q__(59$Ð

(Over)/Under
2012-13

$ (94,008)

(121.318)

(27.226)
(21.029)

(8.e 1e)

4.800

(s2,544)
(32.e8e)

(5,748)

s.484
45,673

(1 r,035)
10,925
(7.281)

239,839
(495, i 56)

(570.532)

427,056

s (143,476)



Harmony Area School District
Manøgement's Discussion and Anal¡sis (MD&A)

DIFFERENCES
I 100 Retirees payout ofsick leave and charter school expense
1200 Charter School costs, IU special needs costs and health care costs for staff
1300 Increase in number of students participating at the Clearfield Counfy Career and Technology Center
1400 Increase in alternative ed services and additional homebound services
1800 Substitute costs for approved leave of absence for staffin Pre K
2100 Psychologists services utilized less than anticipated
2200 Increase costs of staff development which was paid out of Title II and KTO Funding
2300 Administration increases and benefits and solicitor increase due to demand of service
2400 OT PT services were utilized more for special needs students
2500 Professional Service costs were less than anticipated
2600 Maintenance costs were kept at a minimal due to the renovation project.
2700 Transportation costs were higher for reason ofthe transporting ofspeciai needs students
280012900 Part Time individual for tracking of state and federal grant monies was utilized
3000 Athietics was moved to the general fund
5 I l0 Reclassification of Debt Service

Capital Assets

Tab\e 4 illustrates changes in capital assets, net ofdepreciation, by asset type.

Table 4

Capital Assets Net of Depreciation

Land

Construction in progress

Buildings
Equipment and furniture

Governmental Activities
20t3

$ 5,000

4,490,408
2,291,985

95.192
q__qiËÆ¡

2012

s 5,000

335,280
2,421,66s

122.075

9_2$tØ

Business-type Activities

$0
0

0

34.343

8 34,343

2013 2012

$0
0

0

39.359

$ 39,359

2013

s 5,000

4,490,408
2,29t,985

i30.135

ï_9ÊJJ;28

Total

10

2012

$ 5,000

33s,280
2,421,665

161.434

$_2p2.3;12

Percentage

Change
2013-2012

0.00%
1239.30%

-5.35%
-t9j9%
13ó.63%



Harnrony Area School District
Mun a g em en l's D is cu s s i o n utr d Au u llt s is (M D &A)

Long-Terrn Debt

l'able 5 illustrates a condensed sumlÌlary of outstanding long-tenn debt,

Table 5

Outstanding Long-Term f)ebt

$ 6,000,000

1.450.000

q]lrgIlq

$ 6,000,000

I,645,000

uf4ilgq

Percent
Change

0,00%

-11.85%

2-55%

Total School District
2013 2012

QSCB bonds (Series of 201l)

General obligation refunding bonds (Series of 201l)

Total

MAJOR FINANCIAL ISSUBS

'lhe fìnancial issues pertaining to the District for the 2012-13 year are as follows:

BUILDING IMPROVEMENTS

l'he l2-13 school year was the staft ofthe $6,000,000 renovation project for the school district. The renovation
cousisted of a new roof, new wiring and lighting, upgrade of the HVAC system, upgrade to the boys and girls locl<er
rooms, new gyl.tt floor, upgt'ade to the l'estrool'ns, upgrade to the water system, upgrade to the waste water plant and
uew secure entl'y ways for the elernentary wing, secondaly wing and administrative oflìce. A large cost was
utilized for the arcllitect design fee and clerl< of the works for the constl'uction lnanagemetlt.

CURRICULUM

Due to budget constraints, no lrew curriculum was purchased with Llarnlony Area School District funds. We were
howevet', able to rnaintain progl'ams such as l-Station, Renaissance Reading, and the Study Island Assessment
Prograrrr for oul Elementary Students in grades I(-6. We were also able to purchase Math Consurnable worlcbooks
1i'orn Iìoughton Mifflin l-Ialcourt Co. for l(indergarten, fir'st and second graders. In the spring we l'esearched writing
prograrns, and will be purchasing a new l(-6 writing curriculum for the fall semester of 2013 with I(TO funds.

Due to budget constt'aints, uo new curricululn purchases were made with district l'unds. The district did receive
$183,000 with the Keystones to Opportunity (KTO) grant. Money from this glant as well as the Title Il grant was
Ltsed to provide professional development in seven different literacy rnodules for all Pre-l( - grade 12 teachers. The
I(TO grant was also used to pulchase several new technology iterns including a new laptop cart with laptops,
desl<top cornputel's and I-Pads. These technological purclrases were pal't of the district's new literacy loom used to
promote literacy for district students.

TECHNOLOGY

Br.rdgetary focus regarding tecltnology was in the area o1' up-keep of existing hardware and software progralns
within the district. Hard drive upgrades and power supply replacements took place on two worlç-horse servers
within the distlict, along with continued BDR (Back-up and Disaster Recovery) service on these servers. Likewise,
service contracts stayed in place for continued firewall and web-blocker selvices fol the Cisco 5510 ASA/CSC
rnodule. Professional services focused on continued implernentation of our SMS, Power School as well as the
ASEOP substitute calling systelx and Linl< Cornputer for network services assistance.

The district continues to enhance and upgrade wireless ancl inlì'astructure reliability and continued to purchase new
switches, routels and other security hardware to keep pace with current technology dernands. The rernaindel of day

lt



Harmony Area School District
Manngemerrr's Discussion und Analysis (MD&A)

to day haldwat'e pul'chasing involved fixing broken classrool'n hardware and maintaining a 2l't ceutury lool< and feel
to our classroon'ì style in the alea of lPad deployment and projection of our new systelns with current whiteboard
set-up.

Contacting the District Financial Management

J'his financial report is designed to provide our citizens, taxpayers, parellts, students, investors and creditors with a

genelal overviewoftheDistrict'sfinancesandtoshowthelloar"d'saccountabilityforthemoneyitreceives. Ifyou
have questions about this leport or wish to request additional infonnation, please contact Robin Kitchen, Business
Manager, Ilannony Area School District, 5239 Ridge lìoad, Westover, PA 16692 ot'814-845-7918, extension 154.
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Harmony Area School District
Staternent of Net Position

June 30, 2013

Governmental
Activities

Business-Type

Activities Total
Asscts

Current assets:

Cash ancl equivalents
Investments

Taxes receivable
Intergovelnmental I'eceivables
Other receivables

Inventories

Total curlent assets

Nonculrent assets:

Land
Depreciable capital assets, net

Construction in progress

Deferred bond costs, net
OPEB asset

Total noncurrent assets

J'otal assets

Deferred Outflows of Iìesources

'lotal assets and defen'ed outflows ofresources

s 2,452,089
1,640,068

314,652

266,902
13,01 1

I 4,3 53

4,lo1,ol5

5,000
2,387,777

4,490,408
t29,450

_ 1 1,699

7,024,323

11,725,398

s I I ,725,398

See accorrpanying notes to the basic financial statements.

s 72,039 s 11,791 ,437

$ I 1,600

0

0

19,022

0
1,074

37,696

0

34,343
0

0
0

8 2,463,689
1,640,068

314,652
285,924

13,01 1

2t,421

4,738,111

5,000
2,422,120
4,490,409

129,450
I 1,688

7,058,666

11,197 .437

34,343

72,039

t4



Harmony Arca School District
Statement of Net Position

.Iune 30, 2013

Govenrrnental

Activities
Business-Type

Activities Total
Liabilities
Cullent liabilities:

Internal balances
Due to other governments

Accounts payable

Cullent portion of Iong-tenn obligations
Accruled interest payable

Acclued salaries and wages
Deferred l'evenue

Tolal curlent liabilities

Noncl¡rlent liabilities :

Bonds and notes payable, net ol'discount
Lotrg-terrn portion of compensated absences

Total noncurrent liabilities

'fotal liabilities

Deferred lnflows of Resources

Net Position
Invested in capital assets, net ofdebt
Iìestricted for debt service (spendable)
Restricted for capital projects (spendable)

LJnrestricted

Total net position

Total liabilities, deferred inflows of resources,

and net position

744,523

I ,178,7 55

136,1 1 6

7,314,87 |

8,059,394

962,172
I

1,t51,345
1,545,886

q_ru4!2!.

See acconrpanying notes to the basic lÌnancial staterxents.
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s (87,203)
20,963

230,077

241,893
n,514

320,969
250

$ 87,203

0

0

696

0

0

5,011

92,976

0

2,081

2,081

95,063

34,343
0

0

(57,361)

(23,024)

g__12,032

0

20,963
230,071

242,589
t7 ,57 4

320,969

831,499

7 ,17 8,7 55

I 3 8,203

1,316,958

8,154,457

991 ,1 15

I

1,151 ,345
1,488,519

3,642,990

Ð)t2JA37



Expenses
Governmental Activities:
Instruction S 3,728,542
Instructional student support 459,874
Administration and fi nancial

support
Operations and maintenance

of plant
Pupii transportation
Student activities
Community
Interest on long-tenn debt

Total governmental activities

Business-Type Activities:
Food service 291,529

Total primary govemment $ 6,459,112

General Revenues:
Taxes levied
Grants, subsidies and contributions, not restricted
Investment eamings
Miscellaneous

Total general revenues

Change in net position

Net position, beginning of year

Net position, end of year

Harmony Area School District
Statement of Activities

For the Year Ended June 30, 2013

Program Revenues

Charges for
Services

I85,411'

309,1 13

420,426
133,541

0

330,676

6,167,583

0

0

0

3,146
0

0

3,t46

89,7 59

s s7 qos

Operating Grants

and Contributions

0

0

s 1,049,236
2t4,767

6,040

0

368,876
0

0

305,280

l,g44,lgg

165,691

s 2,109,890

Capital Grants

and Contributions

0

I 08,1 64

0

0

0
0

1 08,1 64

0

0

Governmental

Activities

Net (Expenses) Revenues and

Changes in Net Position

s (2,679,306)
(24s,107)

(779,311)

(200,949)
(51,550)

(130,395)
0

(25,396)

(4,112,074)

0

(4,112,074)

1 , i 59,568
2,705,344

8,21 I
18,724

3,89t,847

(220,227)

3,996,231

q_!fqq!g4

Business-Type

Activities

s 108,164

s0
0

See accompanying notes to the basic hnancial statements.

l6

Total

0

0

0

0

0

0

s (2,679,306)
(24s,107)

(779,37 1)

(200,949)
(5 1,550)

( l3 0,3 95)
0

(7s,396)

(4,112,014)

(36,019)

(4,i48,153)

1 , 159,568

2,705,344
8,215

18,724

3,891,851

(2s6,302)

3,899,282

$ 3,642,980

(36,019)

(36,019)

0

0

4

4

(36,07 5)

I 3,05 I

g_p,029



Harmony Area School District
Balance Sheet

Governmental Funds
June 30,2013

Assets

Cash and cash equivalellts
Investments

Taxes receivable

Due fi'om othel funds
Due 1Ì'om other govelnments

Other leceivables
lnventories

Total assets

Liabilities and Fund Balance
Liabilities

Due to other govelnrnents

Accounts payable

Acclued salaries and benefits

Deferred revenue

Total liabilitìes

Fund Balance
Nonspendable fund balance
Restricted fund balance

Committed fund balance

Unassigned fund balance

'l'otal f'und balance

Total liabilities and fund l¡alance

92J931 $2éJ2!31

General

Fund

Major Fund

Capital
Proj ects

$ì 1,040,1 t 7

1 ,639,368
0

0

0

0

0

Non-Major
Fund

Debt Service

Total
Governrnental

F-unds

$ 1,411,971

700

314,652

92,003
266,902

8,211
14,353

$ 2,4s2,089
1,640,068

314,652

92,003
266,902

8,211
14,353

ï--i133211

$ 20,963

230,011

320,969
253,091

825, I 00

14,353

2,612,209
690,850
645,766

3,963,179

ß 4,788,278

$ 20,963

162,900

320,969
253,091

690,850
645,7 66

o

61,277

0

0

0

0

0

0

751,823 67,217

14,353 0

0 2,612,208
0

0

0

I

0

0

1,350,969 2,612,208

s2,108,192 S 2,679,485

See accornpanying notes to the basic financial stateutents.

17



Total fu¡ld balance - governmetrtal funds

Amounts reportcd for governmental activities in thc
statemeut of net position are different because:

Capital assets used in governmental activities are ltot
financial resources and therefore are not reported as assets
in governrnental funds. The cost of the assets is

$ 12, 175,084 and the accumulated depreciation is

l;5,29 r ,899,

Property taxes receivable will be collected in the future, but
are not availatrle soon enough to pay for the current period's
expenditnres and thel'efore are defelred in the l'unds.

Bond issue costs are recorded as expenditures in the year of
the bond issue in the funds, but represent an asset on the
Staternent of Net Position that is amortized to expeltse over
the life of the debt. The bond costs total 5177,320 and the
accurnulated amortization is $47,870.

I-,ong-tenn liabilities including bonds payable, ale not due
and payable in the cr¡rrent peliod and therefore are not
reported as liabilities in the fr¡nds. Long-tenn liabilities at
year end consist of:

General obligation bonds $(7,450,000)
Lease obligations (I,521)
Cotnpensated absences ( I 8l ,488)
Accrued interest payable (11,514)
IJond discount, net of amortization 76,245
OPEB asset 1 1.688

Net position of governrnental activities

Harmony Area School District
Iìeconciliation of thc Goverurnental Funds Balance Sheet

To the Statement of Net Positio¡l
June 30,2013

See accompanying notes to the basic financial statelrerlts
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$ 3,963,178

6,883,1 85

252,841

129,450

('t.562.6s0)
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Harmony Area School District
Statement of Revcnues, Bxpenditures aud Changcs in Funtl Balances

Governmental Funds
For the Year Ended June 30, 2013

General

Fund

s 1,214,521

3,gg l ,953
687,159

5,943,533

3,604,628
1,819,194

129,973

12,515

4,025

5,630,93 s

312,598

(5 1 5,1 56)

(5 1 5,1 56)

(202,558)

Major lrund

Capital
Pro.iects

$ 5,569

0

0

$ r,280,388

3,981,853
687 ,159

5,949,400

3,604,629
1,979,794

129,973

4,1 5 5 ,128
534,650

Non-Major Total
Fund Governmental

Debt Service Funds

Iìevenues
Local soul'ces

State sources

Fedelal sources

Total revenues

Expenditures
Instruction
Support services

Non-instructional services

Capital outlay

f)ebt service (plincipal and interest)

Total expenditures

Excess of l'evenues

over (under) expenditures

Other financing sources (uses)

lntel'l'und transfers

Total other financing sources (uses)

Net change in fund balance

Fund balance, beginning ofyear'

Ii'und balance, end of year

I,553,521 6.749,252

$ r,3s0,969 S 2,612,208

4,142,613 530,625 10,304,173

(4,13'1,044) (530,327) (4,354,713)

(4,131,044)

5t5,156

515,156

(rs,l7r) (4,354,773)

8,311,951

$__lp!9,]-Z!.

298
0

0

5,569 298

0

0

0

0

530,625

0

0

0

4,142,613
0

15,172

See accompanying notes to the basic financíal statements
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Harmony Area School District
lìeconciliation of the Statement of Revenues, Expenditures and

Changes in Fund Balanccs To the Statement of Activities
For the Year Endcd June 30, 2013

Total net change in fund balance - governmental fu¡rds

theAmou¡rts reported for governlnental activities in
statement of activities are different because:

Governnrental funds report capital outlays as expenditules. However',
in the statenrent ofactivities, the costs ofthose assets are allocated over
theil estimated useful lives as depreciation expense. This is the alxount
by which capital outlays exceeded depreciation expense in the current
period:

s(4,354,113)

3,999,165

(2,044)

195,000

I 1,046

65,97 4

1,854

( r r 8,e34)

(17.s1s)

L@J2J)

Capital outlay
Depreciation expense

$4,1 5s, r 28

fi ss.963)

See accornpanying notes to the basic financiaì statements.

20

Becanse some property taxes will not be collected for several rnonths
after the District's fìscal year ends, they are not considered as

"available" revenues in the governrnental funds. Defelred tax revenues
decreased by this amount this year.

Repayrnent of bond principal is an expenditure in the governrneutal
funds, but reduces long-telrn liabilities in the staterneut of net position.

lnterest on long-telrn debt is recognized in the govet'nmental funds
when it is due. ìn the staternent of activities, interest expense is

recognized as interest accrues, 'Ihis anrount l'epresents the difference.

In the governrnental funds, cornpensated absences are measured by the
amounts used. The staternent of activities ûìeasufes by the alrtoul]ts
eamed, This amount l'epresellts the diffèrence.

Repayment of capital lease obligatious is an expenditure in the
governlrental funds but reduces long-tenn liabilities in the statetnent of
net position. This was the amount of the lease payments made in 2012-
lJ.

Post-ernployrnent benefits are recognized as expenditures in the
governn.ìental funds when they are paid. Ìn the staternent of activities,
post-employrnent benefits are recognized as expenses when incurred.
This amount l'epl'esents the difference.

Governmental funds report bond costs and bond disconnts as

ex¡renditures in the year of issue. ln the statement of activities, they are

arnortized ovel'the temr of the debt, This is the at.nount of arnortization
expelrse in the current peliod.

Change in net position of governmental activities



Harmony Area School District
Statcment of Net Position

Proprietary Fund
June 30,2013

Assets

Cun'ent assets:

Cash and cash equivalents
Due fi'om other governments

Inventoly

1'otal culrent assets

Noncurrent assets:

Machinery and equiprnent, net

l'otal noncurrent assets

Total assets

Deferred Outflows of Resources

Total assets and deferred outflows ofresources

Liabilities
Current liabilities:

Due to other funds

Culrent portion of compensated absences

Deferred revenues

Total current I iabilities

Noncur'rent liabilities:
l-ong-telrn portion of cornpensated absences

I'otal noncurrent liabilities

Total liabilities

Deferred Inflows of Resources

Net Position
lnvested in capital assets

Unrestricted

Total net positiorr

1'otal liabilities, deferred inflows of lesources and net position

See accornpanying notes to the basic financial statemellts.

Food

Selvice

$ 1 1,600

19,022

1,014

37,696

34,343

34,343

12,039

$ 72,039

$ 87,203

696
5,077

92,976

2,087

2,081

95,063

0

34,343
(57,361)

(23,024)

s 12,039

2t



Harmouy Area School District
Statement of Iìevenues, Bx¡renses and Changes in Fund Net Position

Proprietary F und
For the Year Ended June 30, 2013

Operating revenues

Food service revçnue
Other operatillg revenue

Total operating revenues

Operating expeuses

Salaries

Ernpìoyee benefits

Purchased property services
Other purchased services

Supplies

Depreciation
Othel operating expeuses

Total opelatin g expeltses

Operating incorrre (loss)

Nonoperating revenues (expenses)

Earnings on investurents

State sources

Federal sources

Total nonoperating revenues (expenses)

Change in net position

l-otal net position, beginning of year

'Iotal net position, end of year

Food

Service

$ 84,881

4,979

89,159

64,603
4s,306

2,677

58

tj3,191
5,01 6

72

291,529

(201,710)

4

14,938
150,753

165,695

(3 6,075)

r3,051

s (23,024)

See accompanying notes to the basic financial statements
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Harrnony Area School District
Statemcnt of Cash Flows

Proprietary Fund
For the Year Ended June 30, 2013

Cash flows from operating activities
Cash received fLom users

Cash received li'onr other operating reverlue
Cash payments to employees fol services
Cash payments to suppliers fol goods and services

Cash payments for other operating expenses

Net cash provided by (used for) operating activities

Cash flows from non-capital financing activities
State sources

Fedelal sources

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

Cash flows from investing activities
Earnings on investnents

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 incomc (loss) to net cash provided by (used

for) operating activitics:

Operating income (loss)

Adjustrnents to reconcile operating incoure (loss) to net cash provided by
(used for):

Depreciation
(lncrease) decrease in inventories

Increase (decrease) in accounts payable

Incl'ease (declease) in accrued salaries/bene{its

Increase (decrease) in deferled reveuue

Total adjustrnents

Net cash provided by (used for) operating activities

F-ood

Service

$ 87,360

4,878
(18,604)

(180,188)
(72)

(166,626)

13,117
132,892

146,669

( r 9,9s3)

3 1,553

s I 1,600

$ (20r,770)

5,016
(r,378)
28,664

JOJ

2,479

35,144

$ ( I 66,626)

See accompanying notes to the basic financial statelrents.
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Assets

Cash and cash equivalents

l'otal assets

Dcferred Outflows of Resources

Total assets and deferred outflows ofresources

Liabilities
Due to students

Toral Iiabiliries

Deferred Inflows of lìesources

Net Position
I leld in trust for sclrolarships

Total net position

Total liabilities, defelred inflows of resources

and net position

Harmony Area School District
Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2013

Agency
Fund

$ 2t,632

21,632

0

ï_2té2

$ 21,632

21,632

0

ï_2,ß2

See accompanying notes to the basic frnancial statelrents.

Private

Purpose

Tl'ust

$ 2,988

2,ggg

0

$ 2,988

2,988

2,988

q_zplq

Total
Fiduciary

Funds

$ 24,620

24,620

0

9J!,629

s 21,632

21,632

0

2,ggg

2,988

s 24,620
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Additions:
Other additions

Total additions

Deductions:
Scholarships awarded

Total deductions

Change in net position

Net positiorr, beginning of year

Net position, end of year

Harmony Area School District
Statement of Changes in Fiduciary Net Position

Fiduciary Funds
For the Year Ended June 30,2013

Private Purpose

Trnst

250

250

(248)

3,236

q__¿2!_q

See accornpanying notes to the basic fìnancial statelrerlts.
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Harmony Arca School District
Notes to Financial Statements

June 30,2013

Description of School District and Reporting Entity

The Ilarmony Area School Distlict, fonned in 1951 , is a Local Education Agency of the third class, governed
by a nine-mernber publicly elected boald, located in the Commonwealth of Pennsylvania. The District provides
educational services to apploximately 370 str.rdents frorn Westover Borough and the Townships of Chest and
Burnside, all located in ClearfÌeld County, Pennsylvania, and Chelry 'ft'ee Borough in Indiana County,
Pennsylvan ia.

A reporting entity is comprised of the primary governmellt, colnponent units and other organizations that are
included to ensure that the basic financial statements of the School District are not misleading. The primary
governlnent consists ofalì funds, departrnents, boards and agencies that are not legally separate from the School
District. Fol Harnrony Area School District, this includes general operations, food service, and student related
activities of the School District.

Cornponent units are legally separate organizations for which the School District is financially accountable,
The School l)istrict is financially accountable for an organization if the School District (a) appoints a voting
rnaiority of the olganization's governing board; (b) is able to impose its will on the organization; or (c) there is a
potential for the organization to provide specific l'inancial benefits to, or irnpose specific frnancial burden on,

the School District. Additionally, the School District is required to consider other organizations for which the
nature and significance of their relationship with the School Distlict are such that exclusion would cause the

School District's fìnancial staternents to be misleading, The School Distlict has no component units.

Summary of Significant Accounting Policies

'I-he financial statements of the School District have been prepared itr coufonnity with generally accepted

accounting principles (GAAP) as applied to local governmental units. Tbe Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body l'ol establishir.rg governrnental accounting and

financial principles. The more significant of these accounting policies are described below.

A. Basis of Presentation

The School District's [rasic financial statements corlsist of government-wide staterrents, including a

statement of net position and a statement of activities, and fund financial staternents which provide a more
detailed level of financial information.

Government-wide Financial Staterneuts

l'he stateurent of net position and the staternent of activities display inforrnation about the School District
as a whole. 'l'hese staternents include the íìnancial activities of the prirnary governlnent, except for
fiduciary finds.

2.
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Harmony Area School District
Notes to Financial Statements

June 30, 2013

The statement of net position presents the financial condition of the governnrental and business-type
activities of the School Distlict at year end. The staternent of activities preserìts a comparison between
direct expenses and progranì revenues for each prograrn or function of the School District's govet'nr.nental
and business-type activities. Direct expenses aÌ'e those that are specifically associated with a service,
progranl ot' deparhnent and, therefore, cleally identifiabte to a particulal function. Prograrn reveuues
include charges paid by the recipient of goods and selvices offered by the progralns, and grants and
contributions that ale restricted to rneeting the operational or capital requirements of a particular pl'ograln.
Revenues which are not classified as pl'ograln revenues are presented as general revenues ofthe School
District. The comparison of direct expenses with progl'am l'evenues identifies the extent to which each
business segtnent or governmental function is self-financing or draws fi'om the general revenues of the
School District.

The staternent of tret position presents the financial condition of the governrnental and business-type
activities of the School District at year end. The statenrent of activities presents a comparison between
direct expenses and program revenues for each program or function ofthe School District's governrnental
and business-type activities. Dilect expellses are those that are specifically associated with a service,
prograln or department and, therefore, clearly identifiable to a particular function. Program reveuues
include charges paid by the recipient of goods and services offered by the programs, and grants and
contlibutions that are resh'icted to rneeting the operational or capital requirements of a particular program.
Reveuues which are not classified as progl'am revenues ale pleseuted as general l'evenues of the School
District. The cornparison of direct expenses with plogl'am revenues identifies the extent to which eaclr
business segment or governmental function is self-financing or draws frorn the general revenues of the
School District.

Fund Financial Staternents

Fund financial statements are also provided in the report for all governrnental funds, ploplietary funds, and
the fiduciary funds of the School District. Major individual governnrental funds and major individual
enterprise funds are repofted as separate colurnns in the fund statelnents. Non-major funds are aggregated
and presented in a single column. Frduciary funcls ale reported by fund type.

B. Fund Accounting

The School District uses funds to rnaintain its financial record during the year. A fund is defìned as a fiscal
aud accounting entity with a self balancing set of accounts. There are three categories of funds:
govemrnental, ploprietary and fi duciary.

Govemrnental Funds

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses arld balances of current financial resources,
I3xpendable assets ale assigned to the various governmental fr¡nds according to the purposes for which they
may or must be usecl. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance. The following are

the School District's majol goverrlrnental funds:

General FLlnd -'Ihe 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 a¡rother fund.
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Capital Projects -'lhe capital plojects fund is used to açcouut for and report financial resources that are
restricted to be used fbr the acquisition, construction, or renovatiou of majol capital facilities or equipment,
and for debt service.

The othel govenrmental funds of the School Distl'ict accouut for grants and other resoul'ces whose use is
restricted to a particular purpose.

Proprietar)z Funds

Proprietary funds focus on tlre determination of net position, changes in net position and cash flows and are
classified as either internal sel'vice or enterprise funds. Internal service funds account for the financing of
services provided by one department or agency to other depaltments ol agencies of the School District.
l'here are no interual service funds. Ilnterprise funds may be used to account for any activity for which a

fee is charged to external usels for goods and services. The following is the School District's major
enterprise fund:

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

Iìiducialv Fund

Fiduciary fund reporting focuses on net position and changes in net position. The fiduciary fund category
is split into four classifications: pension trust funcls, investment trust funds, private-purpose trust funds and
agency funds, Trust funds are used to account for assets held by the School District under a tlust
agleernent for individuals, private organizations, or other governments and are therefore not available to
support the School District's own prograrns. The School District's only trust firnd is a private purpose trust
which accounts for a scholarship prograrll for students. The agency fund is custodial in nature (assets equal
liabilities) and does not involve rneasurement of results of operations. The School District's agency fund
accounts for those student activity programs which have student participation in the activity and have
students involved in the managernent of the pl'ogral-rì.

C. Measurement Focus

Government-wide Financial Statements

Government-wide financial statements are prepared using the econolnic resources nleasurelnent focus, All
assets, defen'ed outflows of resources, liabilities and deferred inflows of resources associated with the
operation of the School Distlict are included on the statement of net position.

Fund Financial Staternents

Fund financial statements are accounted for using a flow of curlent financial resources measurernent focus.
With this measurelrent focus, only cur"l'ent assets and current liabilities generally are included on the
balance sheet, The statement of revenues, expenditures and changes in fund balances reports on the
sources (i.e. revenues and other financing sources) and uses (i.e. expenditures and other financing uses) of
cLrrrent financial resources. This approach differs fi'om the ûìanner in which the governrnental activities of
the governrnent-wide financial statements are prepared. Governrnental fund financial stateme¡rts therefore
include a reconciliation with brief explanations to bettel identify the lelationship between the governrnent-
wide staternents and the staternents for governmental funds,

28



Harmony Area School District
Notes to Financial Statements

June 30,2013

I-ike the government-wide staterneuts, the proprietary fund is accounted for on a llow of economic
t'esources measurement focus. All assets, defbrred outflows of resources, liabilities, and deferred inflows of
resources associated with the operation of these funds are included on the statement of net position. 'lhe
statement ofchanges in fund net position presents increases (i.e. revenues) and decreases (i.e. expenses) in
net total position. The staternent of cash flows provides inforrnation about how the School District finances
and meets the cash flow needs of its proprietary activities.

Proprietary Fund types distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally lesult l}om providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operation. 'l'he principal operating revenues of the
Food Sewice fund ale charges for sales and services. Operating expenses of the Food Service Fund include
the cost of sales and services and adrninistrative expenses. All revenues and expenses not meeting this
definition are reported as non-opel'ating revenues ancl expenses.

Fiduciary funds are repor"ted using the econornic resources rneasurenrent focus.

D. Basis of Accounting

Ilasis ofaccounting detennines when trausactions are recorded in the financial records and leported on the
financial statelnents. Govelnment-wide financial statements ale prepal'ed using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting. Proprietary and fiduciary
funds also use the accrual basis ofaccounting. Diffèrences in the accrual and the modified accruaì basis of
accounting arise in the recognition ofrevenue, the recording ofdeferred l'evenue, and in the presentation of
expenses versus expenditures.

Revenues - ìlxchange and Non-Exchange Transactions

Revenue resulting from exchange transactions, in which each palty gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a rnodified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available.
Available means that tlre resources will be collected within the current fiscal year or are expected to be

collected soon enough thereafter to be used to pay liabilities of the current fiscal year. Fol the School
District, 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 value
iu return, include incorne taxes, property taxes, grants, entitlements and donations. Revenue from property
taxes is recognized in the fiscal year for which the taxes are levied (see Note 5). Revenue from grants,

entitlements and donations is recognized in the f.rscal year in which all eligibility lequirements have been
satisfied. Eligibility requirements include timing requirenrents, which specify the year when the resources
are required to be used or the year when use is first permitted, matching requirernents, in which the School
District rnust provide local lesources to be used for a specified purpose, and expenditure requirernents, in
which the resources are provided to the School Dish'ict on a reimbursement basis. On a rnodified accrual
basis, revenue frour non-exchange transaÇtious must also be available befole it can be recognized.

Under the rnodified accrual basis, the following revenue sources are considered to be both measurable and
available at year end: property taxes available as an advance, interest, tuition, grants, fees and rentals.

Delèrred Revenue

Deferred revenue arises when assets are recognized bel'ore revenue recognition criteria have been satisfied,
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Deferred l'evenue in the governrnent-wide financial statements includes grants and entitlements received
before the eligibility requirements were lnet.

Ort governrnental fund financial statements, receivables that will not be collected within the available
period (property taxes) have also been reported as defen'ed revenue.

Expenses/Expenditures

On the accrual basis ofaccounting, expeuses are recognized atthe tirne they are incurred.

'lhe measurernent focus of governrnental fund accounting is on decreases in net financial resources
(expenditures) rathel than expenses. Iìxpenditures are generally recognized in the accounting period in
which the related fund liability is incnrred, if measurable. Allocations of cost, such as depreciation and
atnot'tization, are llot recognized in governmental funds.

E. Budgetary Data

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

The Pennsylvania School Code dictates specil'ic procedures relative to adoption of the School District's
budget and reporting of its financial statel.nel'ìts, specifically:

The School Distlict, befole levying annual school taxes, is required to prepare an operating budget for the

succeeding fiscal year.

'l-he School District is required to adopt a proposed budget at least tlrirty (30) days prior to adoption of the

annual budget. The proposed budget shall be printed or otherwise made available for public inspection to
all pelsons and shall be tnade available for duplicatiorl to any pelson, on request, at least tweltty (20) days

prior to the date set fol the adoption ol'the budget. Final action shall not be tal<en on the proposed budget
until after ten (10) days ofpublic notice.

The Board of Directors may mal<e transfers of funds appropriated to any particulal item of expenditure by
legislative action. An affirmative vote of two-thirds of all members of the lroard is required. The amoultts
leported as the original budgeted amounts in the budgetary staternents reflect the amounts in the certifìcate
when the original appropliations were adopted. The amounts reported as the final budgetecl anrounts in the
budgetary statelnents reflect the amounts in the linal amended certificate issued during fiscal year 2013.

Fund balances in budgetary funds rnay be appropriated based on resolutions passed by the Board of
Education, which authorized the School District to lnake expenditures. Appropriations lapse at the end of
the fiscal period. ln order to preserve a portion of an appropriation for which an expenditure has been

committed by a purchase ol'del'contl'act or other fonn of cornrnitrnent, an encurnbrance is recorded.

Included in the Genelal Fund budget are program budgets as prescribed by the State and Federal agencies

funding the prograrn. These budgets are appl'oved on a pl'ograr.n by prograrn basis by the State or Federal
funding agency.

An Enterprise fund budget is not adopted; however, a formal budget is prepared and approved by
lnanagement and expendituì'es are controlled on the basis of this budget.
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F. Prepaid ltems

Payments tnade to vendors for services that will benefit periods beyond June 30, 2013, are recol'ded as
prepaid items using the consurnption nlethod. A curlent asset for the prepaid amount is recorded at the
time of the purchase and an expenditule/expense is reported in the year in which services are consurned.

Inventory

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

Inventories in governnrental funds are stated at cost by tlre first-in, first-out method. The purchase method
is used to account fot' inventories. Under the purchase method, inventories al'e recol'ded as expenditures
when purchased; however, an estimated value of inventories ($14,353) is reported as an asset in the
General Fund, The inventories in the General Fund are equally offset by nonspendable fund balance,
which indicates tlrey do not constitute "available spending resources" even though they are a component of
net current assets. 'lhe General Fund is the only governmelltal fund that has rnatelial inventory balances as

ofJune 30,2013.

A physical inventory of the Food Service Fund food and supplies was tal<en as of June 30,2013. The
inventory consisted ol'government donated comlnodities which are valued at estirnated fair rnarl<et value,
and purchased comlnodities and supplies, both valued at cost nsing first-in-first-out (FIFO) rnethod. Any
unused commodities donated by the federal government at June 30,2013 are reported as deferred revenue.

Capital Assets

General capital assets result from expenditures in the governmental funds. These assets are reported in the
governmental activities colnmn of the governrnent-wide statentent of net position but are not reported in the
lund f'Tnancial staternents. Capital assets used by the enterprise fund are reported in both the business-type
activities colulnn on the government-wide staternent of net position and in the fund financial statements.

All capitat assets are capitalized at Çost (or estirnated historical cost) and updated for additions and
t'etireurents during the year. l)onated fixed assets are recorded at their fair marl<et values as of the date
received. 'lhe School District rnaintains a capitalization threshold of fifteen ($1,500) hundred dollars.
The School District does not possess any infrastructure. Improvernents are capitalized; the costs of
normal maintenance and repails that do not add to the value of the asset or rnaterially extend an asset's
life are not capitalized.

All repot'ted capital assets, except for land and construction in progress, are depreciated. Inrprovements
are depreciated over the remaining useful lives of the related capital assets. Depreciation is computed
using the straight-line method over the following usefirl lives:

Descriution Estirnated Lives

H.

t.

Buildings and lrrproveurents
Funriture and Equiprnent

lìond lssue Costs

lhe costs incurred by the District to issue the General
asset that is being amortized ovel the Iife of the related

15-40years
5 - 20 years

Obligation Bonds have been recorded as a deferred
bonds using a straight-line basis of amortization.
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J. Origiual lssue Discounts and Prerniu¡ns

Bond premiltnrs and discounts ale repolted as direct adjustrnents to the face alnount of the bond and are
deferrecl atrd amortized ovel the life of the bond using the straight-line method of arnortization.

K. Receivables and Payables

Transactions between funds that are replesentative of lending/borrowing arrangements outstanding at the
end ofthe fiscal year are referred to as either "due tolfloln other funds" (i.e. the current portion ofinterfund
loans) or "advances tolfi'om other funds" (i.e. the non-cun'ent portion of interfund loans). Any residual
balances outstanding between the govelnrnental activities and business-type activities are reported in the
govel'nnent-wide financial statenlents as "iuternal balances." In governmental fund lÌnancial staten'ìeltts,
advances between funds are offset by an alnount reported as nonspendable 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 lì'om and payables to external parties are reported separately and are not offset in the
proprietary fund financial staterrrents and business-type activities of the governrrent-wide financial
statements, unless a right of offset exists.

L. Fund Balance Classification

Beginning with fiscal yeat'2011, the District impìemented GASB Staternent No. 54,'oFund Bqlance
Iì.eporling ctnd Governntenlal |îund T¡tpe Definilio¡rs." This Staternent provides mole cleally defined fund
balance categories to make the uature and extent ofthe constraints placed on a governlnent's fund balances
lrore transpalent. The following classifications describe the relative strength of the spending constraints:

¡ Nonspendable fund balance - arrounts that are not in spendable fonn (such as inventory or prepaid
items) or are required to be maintained intact.

¡ Restricted lund balance - alnounts constrained to specifìc purposes by their providers (such as

gralltors, bottdltolders, and higher levels of government), througlr constitutional provisions, ol by
enabling legislation.

o Comlnitted fund balance - arnounts constrained to specific purposes by the District itselfl using its
highest level of decision-rnaking authority (i.e., School Board). To be reported as comnitted, amoullts
cannot be for any other purpose unless the Distr"ict takes the same highest level action to rernove or
change the constraint.

o Assigned fund balance -
expressed by the School
authority.

. Unassigned fund balance
only in the general fund.

arnounts the District intends to use for a specific pulpose. Intent can be
Board or by an official or body to which the School Board delegates the

- amounts that a¡'e available fol any purpose. Positive amounts are reported
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As of June 30, 2013, fund balance componeuts, other than unassigned, consist of the following:

Nonspendable Restricted Committed
General fund:

Inventory/prepaid expenses
Iìuture retirement costs
Futule health care costs

Capital projects fund

Debt service fund

Total

$ 14,353 $
0

0

0

0

$=14353-

0$
0

0

0

257,250
43 3,600

0

0

$@0-,85Q

2,612,208

1

-s2"Qt2=-2p2

The School Board establishes (and modifies or rescinds) fund balance cornmitments by resolution of the
board. A fund balance comnritment is further indicated in the budget docurnent as a commitment of the
fund. Assigned fund balance is established by the School Board through adoption or arnendment of the
budget as intended for a specifìc purpose,

The District would typically use Restlicted fund balances 1Ìrst, followed by Cornmitted resources, and then
Assigned resources, as appropliate opportunities arise, but reserves the right to selectively spend
Unassigned resources lirst to defer the use of these other classified funds.

M. Accrued Liabilities and Long-term Obligations

All payables, accrued liabilities and long-terrn obligations ale reported in the government-wide financial
statements, and all payables, accrued Iiabilities and long-terrn obligations payable frorn proprietary funds
are reported on the proprietary fund financial statements.

In general, govel'nnlentaì fund payables and accrued liabilities that, once incurred, are paid in a tirnely
manner and in full fi'om current financial resoulces, are reported as obligations of the funds. However,
claims and judgments, cornpensated absences, special terrnination benefits and contractually required
pension contributions that will be paid from governnrental funds are reported as a liability in the fund
financial staterrents only to the extent that they are due for payment during the current year. Bonds ale
recognized as a liability on the fund financial statenlents when due.

N. Deferred Outflows/Inflows of Resources

Defèrred outflows of resources represent the culrent consunt¡tlion of net assets that is applicable to a future
reporting peliod. The Distlict currently reports no deferred outflows of resources.

Deferred inl'lows of resources represent the current acquisiÍion of net assets that is applicable to a future
reporting peliod. The District currently reports no deferred inflows of resources.

O. Net Position

Net position represents the difference between assets and deferred outflows of resources and liabilities and
deferred inflows of resonrces. Net position invested in capital assets, net of related debt consists of capital
assets, llet of accurnulated depreciation, reduced by the outstanding balances of any bot'rowings used for the
acquisition, construction or irnprovement of those assets. Net position is reported as restricted when tl.rere

are limitations imposed on its use either through the enabling legislation adopted by the School District or
through external restrictions imposed by creditors, grantors or laws or regulations of other governlnents.
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When both restricted and unl'estricted resources are available for use, it is the District's policy to use
restt'icted l'esources first, then unrestricted resources as they are needed.

The governmeut-wide statement of net position reports Sl ,157,346 of restricted net position, of which
$1,157,345 is restricted by enabling legislation for Capital Projects, and $l by bond indentule for Debt
Service.

P. Estimatcs

The preparation of financial stateurents in conformity with accounting principles generally accepted in the
United States of Amel'ica requires managelnent to make estimates and assumptions that afÏect the alnounts
reported in the financial staternents and accornpanying notes. Actual results rnay differ fi'om those
est i nr ates.

a. Pension Plan

Substantially all full-time and palt-tirne ernployees of the District participate in a cost-sharìng rnultiple
enrployer defined benefit pension plan. GASB Staternent No. 27, Accounling Jòr Pensions b), Slale and
Local Governntentql Emplqte¡"s requires an errrployer that participates in such a plan to recognize annual
pension expenditures or expenses equal to its contractually required contributions, subject to the rnodified
accrual basis of accoutrting in govemrnental funds. (That is, if contributions fi'om governrnental funds are
required but not made, the difference would not be reported as au expenditure but as a long-terrr liability if
not payable witlr expendable, available financial resources.) The District made all required contributions
for the year ended June 30, 2013, and has recognized them as expenditures and expenses in the
governrîental and proprietary funds, respectively.

3. Cash and Cash Equivalents and lnvestments

Under Sectiot't 440,1 of the Public School Code of 1949, as arnended, the District is perrnitted to invest its
monies as follows:

Obligations of (a) the United States of Arnerica or any of its agencies or instlurnentalities backed
by the full faith and credit of the United States of America, (b) the Cotnrnonwealth of
Pennsylvania or any of its agencies or instrumentalities bacl<ed by the full faith and credit of the
Comrnonwealth, or (c) any political subdivisiou of the Cornmonwealth of Pennsylvania ol any of
its agencies or instrumentalities backed by the full faith and credit of the political subdivision.

Deposits in savings ol time deposits or share aÇcounts of institutiolls insured by the Federal
Deposit Insurance Corporation to the extent that such accounts are so insured and, for any
amouuts above the insured rnaximum, provided that approved collateral as plovided by law is

pledged by the depository.

The deposit and investrnent policy ofthe school district adheres to state statutes and prudent business practice.
Cash equivalents are defined as short-terrn, highly liquid investrnents that are readily convertible to known
alrounts of cash and include investnrents with original maturities of three rnonths or less, Cash and cash
equivalents consist of demand deposits at a local bank. The marl<et values of deposits ale equal to the cost of
the deposits.
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l'he District invests in the Pennsylvania School Distlict Liquid Asset Fund (PSDLAF). PSDLAF was
established to enable school districts to pool funds for investment in instl'urnents authorized by Section 440.1 of
the Pennsylvania School Code of 1949, as amended. These funds have the characteristics of open-end mutual
funds and are not subject to credit risk classifìcation.

The District also invests in long-term certificates of deposit at local financial institutions, as well as in a

collateralized investment pool with the Pennsylvania School District l-iquid Asset Fund (PSDLAF) and a U.S.
'I'reasury Bond. The investments are stated at cost including accrued interest wlrich approximates rnal'ket value.

Cash

Custodial Credit Risk * Deposits

Custodial credit risk is the risk that in the event of a bank failure, the District's deposits may not be l'eturned to
it. 1'he District does not have a policy for custodial credit risk, however, the District's deposits in excess of the
FDIC limit ale collateralized in accordance with the Pennsylvania SecLrrity for Public Deposits Act. As of June
30,20 13,52,198,077 oftheDistrict'sbanl<balance of 52,448,7'77 wasexposedtocustodial riskas:

Uninsured and uncol lateralized
Collateralized with securities held by the pledging linancial institution
Uninsured and collateral held by the pledging lrank's trust department

not in the I)istricl's narnc
Total

Reconciliation to Financial Staternents

Uninsured arnoutrt above
Add: Insured alnount
Less: Outstanding checks
Car'rying arrount - banl< balances
Add: Petty cash

Pooled cash equivalents
Money rnarkets

Less: Certificates of deposit considered investnrents
Total cash per fìnancial statements

lnvestments

As of June 30,2013, the Districl

Investment

had the following investrnents

Maturit)¡

l2-26 months
N/A

30 years

o

0

Certificates of Deposit
PA School District Liquid Asset lì'und (PSDI.AF-)
United States Tleasury

Total

2,198.077

v-l9Lgf

s2,198,077
250,700
(47.320)

2,401,457
250

8s,93 8

1,364
(7oo)

$¿_4!&.1A=9,

Fair Value

$ 1,s00,700
95,93 g

139.368

ilJ26!-0ó
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Interest Rate Risl<

The District does not have a forrnal investment policy that limits investrnent maturities as a rneans of managing
its exposure to fair value losses arising from increasing interest lates.

Credit Risk

The District has no investrnent policy tlrat would limit its investrnent choices to certain credit ratings. As of
June 30, 20 13 the Dish'ict's investments were rated as follows:

Investlnent Standard & Poor's
PA School District Liquid Asset Fund AAArn
United States Tleasury AA+

Concentration of Credit Risl<

The District places no limit on the aurount the District nray invest in any one issuer.

Custodial Credit Risk

Iìor an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the District
wiìl not be able to recover the value of its investnlents or collatel'al seculity that are in possession of an outside
par-ty. The District has no investment subject to custodial credit risk.

Reconciliation to Financial Statements

Total investurents above 51 ,726,006
Less: Deposits in inveslurent pool considered cash equivalent (85.938)

Total investnlents pel' financial statelneuts L L-é4O,-Oé&

4, Real Estatc Taxes

Real estate taxes for the School District are collected fi'orn Westover and Chelry Tree Borouglts and Chest and
Bumside'l'ownships. Thetaxonreal estateforpublicschool purposesforfiscal 20 l3was83.93millsforClearlìeld
Courrty at'td 62.96 mills ftrr lndiana County, as levied by the Board. Assessed valuations of property ($12,547,953)
are determined by Clearfield and lndiana Counties, and the elected tax collectors are responsible for collection. The
schedule for real estate taxes levied for each fiscal year" is as fr¡llows:

Augustl -LevyDate
August I - October 3l - 2%o Discount Period
November I -- November 30 - Face Anrount Period
Decernber'1-December3l - 10%PenaltyPeriod
January 15 - I-ien Date
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5. Taxes Iìeceivable

The elected tax collectors are required to rettrrn any uncollected real estate taxes to the county's tax claim
bureau by JanLrary 15. It has been determined the amoullt of outstanding taxes as of June 30,20 l3 is $3 14,652.
The School District, in accoldance with accounting principles generally accepted in tlle United States of
Arnerica, recognized the delinquent and unpaid taxes receivable. An allowance for uncollectible taxes was not
established by the adrninistration. A portion of the amount estirnated to be collectible which was measurable
and available within 60 days was recognized as revenue and the balance deferred in the fund financial
statelrellts.

Uncollected taxes fol the year ended June 30,2013:

Delinquent Real Estate
Earned Income'I'axes
Real Estate Transf'er Taxes

Uncollected Taxes Recognized
as Revenue (received within 60 days)

Real Estate Tax Deferred

Total Taxes Receivable

Due From

Federal
State
Local

s 42,0'78
14,504
\ ))()

61,81 I

252.841

$lJ4ét2

6. Def'errcd Revenues

Delèrred revenue alises when assets are recognized before revenue recognition critelia have been satisfied. On
the fund financial stateurents, general fund defen'ed revenues of $253,091 represent del'erred real estate taxes of
5252,841 and deferred grant revenue of$250 at June 30,2013. Deferred levenues of$5,077 in the proprietary
fund at June 30,2013 represent donated comnrodities inventory which will be recognized as both reveuue and
expense when consumed.

7. Due From Other Governments

Alnounts due fi'om otlrel governlllents replesent receivables for levenues earned by the School District or
collections rnade by another governmental unit on behalf of the School District. At June 30, 2013, the
l'ollowing amounts ale due from other governlnel'ìtal units:

General Fund

$ I 61,061
94,400
11 ,441

vþþw

Proprietar-v Fund

$ 17,861
1,161

0

sle,u22
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8. Capital Assets

Capital asset activity for the fiscal year ended June 30,2013, was as fbllows:

Beginning
Ilalance Additions Deductions

Ending
Balance

Governmental Activities
Capital assets, not being depreciated:

Land

Construction in progress

Total capital assets, not being depreciated

Capital assets, being depr"eciated:

Buildings and inrplovements

Furniture and equipment

Total capital assets, being depreciated

Lcss accurnulated depreciation:

Buildings and irnprovernents

lìurniture and equipment

Total accurnulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, uet

Iìusin ess-Type Activities
Capital assets, being depreciated:

Equipment
'Iotal capital assets, being depleciated

Less accumulated depleciation :

Equipment

Total accurnulated depreciation

Business-type activities capital assets, nef

$ s,000

335,280

340,280

6,596,946
1,082,'130

7,679,676

4,11 5,513

960,423

5,135,936

2,543,740

q_2J_U{?q

s 257,280

257,280

217,921

217,921

$0
4,155,128

4,155,128

0

0

129,448

26,515

155,963

( 155,963)

$ 3,999,165

5,016

5,01 6

s 99,627
t2,288
20,986

8,260
11,234

3.568

$Þ_-gé3

$ 5,000

4,490,409

4,495,409

6,596,946
l,og2,730

7,679,676

4,304,961

986,93 8

5,291,899

2,39'7,777

$__qJ_qær

s 257,280

257,280

))) 477

m q"1

$ 34,343

0

0

0

0

0

0

$ 39,359 $ (5,016)

Depreciation expel'ìse was chalged to functions/pl'ogranìs of tlre primary governlneut as follows:

Govcr¡rmental Activities:
Instruction
Instruction suppoft
Administration and finance
Operation and rnaintenance of plant
Pupil transportation
Student activities

Total depleciation expense - governmental activities
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9. Defcrred Ilond Costs

Def'erred bond costs include expenses on the District's bond issues as presented in the finaucial staternents.
These costs are amortized over the life ofthe respective bond issues.

Balance Ilalance
July l. 2012 Additions Deletions June 30. 20i3

Bond costs 517j,320 $ 0 $0 5117,320
Less: accumulated amortization 36,363 1 1,507 0 4i.970

rotal L1éQ,9IJ $U,.5QZ $A .$Uq45O

10. Defined Benefit Pension Plan

Plan Description

The District contributes to a govenlmental cost-sharing rnultiple-employer defined benefit pension plan
administered by Pennsylvania Public School Employee's Retirernent Systern (PSEIìS). Benefit plovisions of
the plan are established under the provisions of the Pennsylvania Public School Ernployees' Retirenent Code
(the Code) and may be amended by an act of the Pennsylvania State Legislature. The plan provides retirement
and disability, legislatively mandated ad hoc cost-of-living adjustments, and healthcare insurance premium
assistance to qualifying aunuitants. It also provides for refunds of a member's accumulated contribution upon
telmination of a mernber's employment in the public school sector. PSERS issues a publicly available financial
report that includes linancial statements for the plan. That report rray be obtained by writing to Diane.l. Wert,
Office of Financial Management, Public School Iirrrployees' Retilernent Systeur, 5 N. 5'l' SÍeet, Harrisburg,
Pennsylvania 17101-1905. This leport is also available on the publication section of the PSERS website at
www.psers. state.pa. us.

Furrding Policy

The contribution policy is set by the Code and requires contributions by active members, ernployels, and the
Cornrnonwealth.

Contributiorl rates:

Member contributions -

Active trrerrrbers who joined PSERS prior to July 22, 1983, contribute at 5.25Yo (Merrbelship
Class T-C) or aL 6.50o/o (Mernbership Class 

.I:D) 
of the rnember's qualifying compensation.

Members who joined PSERS on or alter July 22, 1983, and who were active or inactive as of July
I ,2001, contribute at 6,25%o (Menrbelship Class T-C) or at 7 .50Yo (Membership Class T-D) of the
lnenrber's qual ifying cornpensation.

Mernbers wlto joined PSERS after June 30, 2001 and before July l, 2011, contl'ibute at7.50o/o
(automatic Membership Class T-D). For alì new hires and for member:s who elected Class T-D
trrembership, the higher contribution rates began with service rendeled on or after January 1,2002.
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Members who joined PSEIìS after June 30,2011, automatically contribute at the Mernbership
Class T-E, rate o{7.50o/o (base rate) of the member's qualifying compensation. All new hires after
June 30,20 I l, who elect Class T-F merlbership, contribute af 10.30Yo (base rate) of the meurber's
qualifying cotnpensation. Membership Class T-E and Class T-F ale affècted by a "shared risk"
provision in Act 120 of 20 l0 that in future fiscal years could cause the Mernbership Class T-E
contribution rate to fluctuate between 7.50Yo and 9.50o/o and Membership Class T-F contribution
rate could fluctuate between 1030% and 12.30%o.

Ernployer contt'ibutions - 'fhe contribution required of participating ernployers is based on an actuarial
valuation and is expressed as a percentage ofannual covered payroll during the period for which the arnount is
determined. Before July 1, 1995, the school district and the Commonwealth shared the ernployer'contribution
rate equally. Since July 1, 1995, the school districts ale requirecl to pay the entire employer contribution rate
and are reimbursed by the Cornuronwealth in an amount equal to the Commonwealth's shale as deterrnined by
tlre marl<et value/personal incorne aid ratio (as defined in Act 29 of 1994), which is at least one-half of the total
etnployer rate. Fol the fiscal year ended June 30,2013, the rate of the employer's contribution was 12.36
percentofcoveredpayroll, T'he12.36percentl'ateiscomposedofapensioncontributionrateof ll.50percent
for pension benefits and 0.86 percellt for healthcare insurance premium assistance. Iìarnrony Area School
District's contributions to PSERS f'or the years ending June 3 0, 2013,2012 and 201 1 wele $3 I 1,064, S21l ,'739,
and $142,1 14, respectively. Those arrìounts ale equal to the required contribution fol each year.

I l. Post-employment Healthcare Benefits

Tìre Public School Ernployees' Retirement Systern (PSERS) provides a health iusurance pretniuttr assistance
program (premiurn assistance), a post-ernployment healthcale plan as defined in the Public School Employees'
Retirement Code and arnended by A.ct29. 'lhe program is available to all eligible annuitants who elect to
participate. Under this prograln, an employer contribution late for premiurrr assistance was established to
provide reserves in the Health Insuranoe Account that are sufficient lbr the paylrer.ìt of premiunr assistance
benefits.

Participating eligible annuitants are entitled to receive prerniurn assistance payments equal to the lesser of $100
per month or their monthly insurance prerniurn, In oldel' to receive prenrium assistance, eligible annuitants
nrust obtain tlreir health insurance tlrrough their employer or the System's Health Options Prograrn (llOP), in
which the systeln acts as a conduit between the insurance companies and the eligible annuitant,
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12. Long-Term Obligations

Durirrg the fiscal year encled June 30, 2013, general long-terrn obligations changed as folìows:

Beginning of year

Plincipal retil'emeut

Changes in compensated absences

End ofyear

Unanrortized origirral issue discouut (76,245)

l,ess: current portion

Long-term liabilities

Capital Total General
Bonds Cornpensated Lease Long-term
Payable Absences Obligations Debt

$ 7,645,000 S 249.882 $ 3,375 $ 1,898,257
( r 9s,000) 0 (r,8s4) (t96,8s4)

q (65,61 I ) q (65,611)

7,450,000 184,21I | ,521 1,635,192

l'he future annual paynlents required to amortize outstanding bonds payable as ofJune 30,2013, including total
interest payments al'e as follows:

Gencral Oblisation Bonds

Year Ended Federal

June 30, lnterest Principal hlterest Subsidy Total
2014 $333,67s $r9s,000 $ (295,153) g 233.s22

2015 331,125 200,000

2016 328,975 200,000

2017 325,575 205,000

201 8 321,47 5 2l 0,000

q Q6,245)

7 ,313,155 184,271 t.521 1,559,541

( l 9s,000) (46,068) ( 1,521) (242,s89)

q_4tu!r $____Eç91 $________q q___ æ_þp¡q

(295,153) 236,572

(295,153) 233,822

(295,153) 235,422

(295,153) 236,322

2019-2023 1,544,300 440,000 (1,47 5,7 65) 508,535

2024-2028 1,526,400 0 (1,415,165) 50,635

2029-2030 457,920 6,000,000 (441,229) 6,016,691

qr-lzg{€ qt4s.O!q q____]1JÉ_qJ21) w
General Obligation Refunding Ilonds. Series of 201 1

In Novernber 2011, the District issued $1,810,000 of general obligation reftrnding bonds (Series of 2011) to
refìrnd lhe Series of2006 general obligation bonds and to pay all costs illcidental to the issuance ofthese bonds.
The borrds bear interest rates ranging lì'om 1,00% to2.15Yo with annual principal r.naturities frorn January 20 l2
through January 2020. The projected savings frour the refinancing was $3l,l7l. The balance outstanding at
June 30, 20l3 was $ 1,450,000.
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State Public School Building Autholit),, Series of 201 I

In Novernber'2011, the District entered into a loan agreen'ìent with the State Public School Building Authority
(Authority) 1'or the financing of a capital project. The Authority has a ptogram to provide fìnancing f'ol capital
projects for schools in Pennsylvania through its issuance of qualified school constluction bonds, pursuant to a
Trust Indentut'e between the Authority and Wells Fargo Bank, N.A. ln accordance with Section 643 I 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 Autholity will pass through to the borrowers in
proportion to their palticipation in the prograrn.

The District has been approved by the Pennsylvania Department of Education to receive financing frorn
proceeds of the QSCBs to finauce the Distlict's project. 'ì'he loan of $6,000,000 will be used for building
renovatious, including a new roof, boiler systern, electlicaì wiring and security entl'y ways, as well as for
payment of alì costs incidental to the issuance of this loan. The loan bears interest at a rate of 5.088%, with
principal rnaturity in September'2029. Due to the interest subsidy, the effective interest rate should be 0.00%.
I-Iowever, the recent fedelal sequestlation reduced the amount of the subsidy, making the effective rate of the
bonds 0. 169Yo. Tl'te balance outstanding at June 30,2013 was $6,000,000.

Allhouglr the QSCB progr"am is structurred as a "bullet", where the bondholders are uo1 paid until final maturity,
the District is recluired to mal<e schedurled deposits into a sinking fund (Debt Service Fund) annually frorrr
September 20l3 through September 2029. The balance in the sinkirrg fund at June 30,2013 is 8140,732.

Accumulated Compensated Absences

In accordance with accounting principles generally accepted rn the United States of America, the District
accrues liabilities for cornpensated absences. Compensated absences reflect the potential cost of sick leave
ealtredbyernployeesatJuue30,2013. FacultyandsupportstaffarecornpensatedattheperdiemrateoffB90.00
and $25.00, respectively, for unused sicl< days. The School District has cornputed a liability of $184,27 I at
June 30, 20l3 with $181,488 reflected in the genelal fund and 52,783 reflected in the proprietary fund for
unused sick days. The District has estimated $46,068 as cun'ent and $138,203 as long term. Due to tlle nature
of the obligation for accrued separation benefits, annual lequilernents to alnortize such obligations are llot
determinable and have not been presented.

General obligation bonds issued for governnrental activity purposes are liquidated by the debt service fund. The

QSCIS issue is liquidated by the capital projects fund, which is funded by transfers fi'om the general fund.
Compensated absences liabilities for governrnental activities will be paid by the general fund; whereas, those
related to business-type activities will be paid by the proplietary fund.

13. Capital Leases

The School Distlict leases equiprrent under lease-to-own (capital) lease agreernents. The gross arnount of
assets capitalized under capital leases is $6,980. Future rninilnum lease paylnents are as follows:

Year Ended
June 30,

2014
Pa)'tneut
$ 1 .s2l

$"1,121
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14. Operating Leases

'l"he School Distlict entered into noncancellable operating leases for colnputers and copiers. Rental
expenditltles under all operating lease agreernellts were $30,716 for fiscal year 2013. Future minirnum rental
payrnents required under operating leases that have remaining lease tenns as of June 30 are as follows:

Year Ended
June 30,
2014
2015
2016
2017
2018

Payrnent
s29,633

21 ,158
23,693
19,665

7,656

15. Post-employment benefits

From an accrual accountirrg perspective, the cost of postemployrnent healthcare benefits, like the cost of
pension benefìts, should be associated with the periods in which the 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 postemployrnent healthcare in the year when ernployee services are

I'eceived, reports the accumulated liability flom plior years, and plovides information useful in assessing
potential delnands on the District's firture cash flows. Because the District is adopting the requirernents of
GASB StatementNo.45 prospectively, recognition of the liability accumulated frorn prioryears will bephased
iu over 20 years, commencing with the 20 l0 liability.

Plan Descriplions: 'lhe District provides continuation of individual rnedical insul'ance coverage to ernployees
who retire 1ì'om the District until the retiree reaches age 65 or becomes eligible for Medicare, whichevel occurs
first. Retirees are eìigible forthe District incentive upon letirernent after attaining either 1) age 55 with 25 yearc
of PSERS service and l0 years of service with the District or2) 30 years of service af any age with the District.
The District pays the full premiurn for the first year of retirernent for the employee only. Any increases in the
cost of the monthly prerniurn for individual nledical insurance above and beyond the premium rate at retirement
shall be paid by the enrployee. Ll addition, the errrployee can purchase additional coverage, 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 adrninistered by District personnel. No separate financial statements are issued.

Tlre nunrber of participants as of June 30, 2013, the effective date of the triennial OPEB valuation, follows.
There have been no significant changes in the number covered or the type ofcoverage since that date.

Districl

Active errployees 55

Retired ernployees 7

Total 62
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Funding Polic¡t: The Distl'ict currently pays for posternployrnent health care berlefits on a pay-as-you-go basis,
and these financial statelrents assulÌle tlrat pay-as-you-go funding will continue.

Annual OPEß Cosl and Net OPEB Obligctlion; The District's annual other post-en-rployment (OPtrB) cost is
calculated based on the annual required contribution (ARC), 'lhe Distlict has elected to calculate the ARC and
related infonnation r.rsing the alternative rneaslrrelneut method pennitted by GASB Staternent No, 45 fbr
eurployers with fewer than 100 total rnernbels. l'he ARC l'epresents a level of funding that, if paid on an

ongoing basis, is plojected to cover normal cost each year and to amortize any unfunded actuarial liabilities (or
funding excess) over a period not to exceed 20 years, The following table shows the conrponents of the
District's annual OPEB cost for the year', the amouut actually contributed, and changes in the District's net
OPEB obligation.

Annual required contribution (ARC)

Interest on Net OPEB Obligation

Adjushlent to ARC

Annual OPEB cost (expense)

Contribution for the fiscal year

Decrease in Net OPEB Asset

Net OPEB Asset June 30,2012

Net OPEII Asset June 30, 2013

Percent ofannual OPEB cost contributed

District

$ 254,9s 8

(5,224)

6,867

256,601

(137,667)

118,934

(130,622)

s____-(lrÉ!Ð
s3.65%

AsofJune30,2013,theactuarial accruedliabilityforbenefitswasS2j29,245,all ofwhichwasunfunded. The
covered payroll (annual payroll of active employees covered by the Plan) was $2,637,000, and the ratio of the
Llnfunded actuarial accrued liability (UAAL) to the covel'ed payroll was 80.74 percent,

The District's annual OPH,B cost, the pcrcentage of cost contributed to the plan and the net OPEB obligation
(asset)ofthefiscal yealsendingJune30,2013,2012and20ll forthebenefitswereasfollows:

Year Ended

Annual
OPEB Cosr

Percentage of
OPEB Cost

Contributed

Net OPEB
(Asset)

Oblir¿ation

June 30. 201 3 $ 2s6.601 53.6501 s fl 1.688'

June 30,2012 $ I 18,865 180.1401 s (130.622'

June 30,201 I $ r 18,45s 134.7001 $ (35.368)
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AcÍucu"ial Methods and As,sump|ions. Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the ernployer and plan mernbers) and include the types of benefits
provided at the time of each valuation and the historical patten'ì of sharing benefit costs between the employer
and plan membel's to that point. The methods and assunrptions used include techniques that ale designed to
reduce the effècts of short-terrn volatility in actuarial accrued liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations.

The following sirnplifying assumptions were made:

Relirentent ag,e.for active entplqLees - Ilased on the historical average retirelneÍìt age for the covered group,
active plan members were assumed to retire at age 57, or at the first subsequent year in which the nember
would qualify f'or benefits.

Morlalily - Life expectancies were based on rnorfality tables fi'om the National Center for Health Statistics.
'fhe RP2000 Moltality Table for Males and Ferlales Projected 10 years was used.

T.urnover - The Distlict's turnover is based on the Standard Turnover Assumptions fì'o¡n GASB 45, paragraph
3 5b.

llealthcare cost trend rate -The expected late of increase in healthcare insurance premiurns was based on the
Gentzen Model promulgated by the Society of Actualies fol use in long-terrn trend plojections. A late of 8.0
percent initially, reduced to an ultirnate rate of 4.7 percent after six years, was used.

Heulth insurance prentiunts - Health insurance premiut.ns for fiscal year 2013 were used as the basis for
calculation ofthe present value oftotal benefits to be paid.

Pay¡"611 growth rate - Tlte expected long-term payroll growth late was assumed to be 3.5 percent, based ou
historical tl'ends.

Irr the June 30,2013 actuarial valuation, the liabilities were cornputed using a simplified version of the entry age

actuarial cost rnethod and level percentage of payroll arnortization. The actuarial assurnptions utilized a 4%o

discount late. Because the plan is unfunded, reference to the general assets, which are short-tertn in nature (suclt
as money market funds), was considered in the selection of the 4% rate.

16. Interfund Transactions

'l'he following is a suurmary of interfund receivables and payables at June 30,2013:

Receivables Pa)¡ables

General Fund (Major Fund) $87,203 $ 0

Proprietary Fund - Food Service (Majol Fund) 0 87.203

$a220."3 $!?"2Q3

The interfilnd balances above between the Genelal Fund and the Food Service Fund represent Food Service
salaries and benefits paid by the General Fr¡nd.
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Interfund transfers during the year ended June 30, 20l3 consisted ofthe following:

Debt Service Fund (Non-Major Fund)
General Fund (Major Fund)

The District annually transfers aÍrìorults to the Debt
on the bond issues.

Transfers In
$5 1 5,1 56

0

$51éJ5-é

Service Fund to cover the

Transfers Out
$0

515.156

$51ål-5é

principal and interest paylnents

I7. Jointly Governed Organization

The School District govenls, with five other school distlicts, a vocational-technical school. Each district is
represented on the Vo-Tech's school board. I-Iowever, 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 expellse. llarmony Area School District's shal'e of this debt service for 2012-13 is

338%. The District's portion of tuition expense f'or its students attending the Vo-Tech for fiscal 2013 was

$178,161,

18. Contingent Liabilities

Grant Programs

The School District participates in both state arld federally assisted grant progralns. These prograrns are subject
to prograrn compliance audits by the grantors or their representatives. The School District is potentially liable
fol any expenditures which rnay be disallowed pur'suant to the terrns of these grant programs. Managernent is
luot aware of any material iterns of noncompliance which would result in the disallo\ryance of pt'ogrant
expenditures.

Self-Insurance - Medical lnsurance

The School District is participating in the insurance consortium with the HDII Group Ilealth Consortiutn to
provide for the medical care for eligible employees and their dependents, The consortiurn, which adrninisters
the plan, nronitors the School's deposit into the school district trust account to be heìd for the benefits desclibed
above and Highrnark Services, the plan administrator', processes and pays the claims. The consortium limits its
liability by stop-loss insul'ance çoverage, Harmony Area School Distlict's liability at Jurle 30,2013, for unpaid
clailns incun'ed prior to fiscal year end is not readrly detelminable. No liability has been recorded for these
clairns at June 30,2013, as the District recognizes rnedical claim expenses as claims are paid.

Risk Management

The District is exposed to various l'isks of loss related to thell of, danrage to, and destruction of assets; errors
and ornissions; and natural disasters, The District has purchased val'ious insul'ance policies to safeguard its
assets fioln risk of loss. Insurance coverage appears to be consistent with previous years. During the year
ended June 30,2013 and the two previous fiscal years, no settlements exceeded insurance coverage.

19.

20.
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21. Related Party Transactions

Intermediate Unit Participation

The District is a nrernber of Central (CIU) Intermediate Unit 10. The District avails itself of various services
provided by this rnembership including special education, curriculum development, and certain intelnal service
functions. The total of services provided to Llarrnony Area School District for the year endedJune 30,2013 for
CIU prograrns amounted to $22,708. The arnount due to the IU at June 30,2013 is $9,288.

Technology Center School Participeljqn

The District is served by the Clearfieìd 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 rnade tuition payments totaling $178,161 for the çurrent year. The amount due from the
Technology Center at June 30,2013, based on a final leconciliation for the year, is $l1,441.

22. Economic Dependency

llarn.rony Area School Distlict receives approxirrately 67% of its l'evenue fronl the Slate of Pennsylvania in the
fortn of state subsidies. Changes in funding levels by the State could have a rnaterial effect on futule operations
of the District.

23. Nonmonetary Transactions

The District receives one of its lèderal program subsidies by means of noncash transfer. The U.S. Departrnent
of Agriculture, through the Pennsylvania Departrnent of Agriculture, provides food commodities under the
National School Lunch Prograrn. These nonmonetal'y commodity items are valued at marl<et values and
recorded as revenue as received. The total food commodities donated by the federal government for the fiscal
year 2013 totaled 514,996.
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Budgeted
Original

$ 1,252,608

3,964,016
299,8s3

5,516,471

Amonnts
Final

Actual Variance with Final
(Budgetary Budget Favorable

Basis) (Unfavorable)
Ilevenues

Local sourçes

State sources

Ir.ederal sources

'ì-otal revenues

Expe nditures
Instruction:

Regular programs

Special plograllls

Vocational education progranls

Other instructional programs

Pre-kindergarten

Support services:

Pupil personnel

Instructional staff
Adnrinistration
Pupil health

Business

Operation and nraintenance of plant
Student tl'ansportatiol.t

Central

Other support services

Operation of noninstructional services :

Student activities
Comn.runity services

Debt service:
Principal and interest

'l'otal expenditures

Excess (deficiency) of revenues ovel
expenditures

Other financing sources (uses)

Interfirnd transf'ers

Total other' financing sources (uses)

Net change in fund balance

Fund balance, beginning ofyear

lìund balance, end ofyear

2,333,991
643,434
150,935

73,979
129,889

189,369

149,636

444,341

9t,697
113,361

33 8,53 8

394,132
14,280

49,000

135,201

0

243,864

5 555 \5c)

(39,082)

(20,000)

(20,000)

(59,082)

1 ,513,119

Luruz

2,333,891
643,434
150,935

13,979
129,889

189,369

149,636

444,347

91,697

113,361

338,538

394,132
14,280

49,000

135,207

0

243,864

5,5 55,559

(39,082)

(20,000)

(20,000)

(se,082)

1,573,179

q__u_rypz

(94,008)
(12r,3r8)

(21,226)
(21,029)

(8,e 1e)

4,800
(52,544)
(32,e8e)

(5,148)

5,484
45,613

(1 r,03s)
1 1,191

(266)

5,234
(12,515)

239,839

(7 5,37 6)

351,680

(495,1 56)

(495, I 56)

(143,476)

(19,652)

$ (163,128)

$ r,2s2,608
3,964,016

299,8s3

5,516,411

s 1,214,s21

3,981,853
687,159

5,943,533

2,427,999
764,152

118,161

95,008

138,808

194,569

202,180
477,336

97,445
167,877

292,865
405,167

3,089

49,266

129,913

12,515

4,025

5,630,935

312,598

(5 I 5,1 56)

(515,156)

(202,ss8)

1,553,527

s_1,3!!JÉ2

21,913
11,831

421,056

See acconrpanying notes to the basic financial statelnents
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Pass

Federal Through
Federal/Grant Source C.F.D.A. Grantors
Project Title Code Number Number

U.S- DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed through the Pennsylvania Department of Public Welfare
Medical Assistance Program - Reimbursement:

SBAP Admin. Reimbursement I 93.7'78 N/A

Total U.S. Department of Health and Human Se¡vices

U.S DEPARTMENT OF EDUCATION

Passed through the Pennsl,lvania Department of Education:

Harmony Area School District
Schedule of Expenditures of Federal Awards and Certain State Grants

For the Year Ended June 30, 2013

ECIA Title I
ECIA TitIC I

ECIA Title II Part A
ECIA Title ll Part A

Striving Readers Comprehensive Lite

Education Jobs Fund

Total passed through the Pennsylvania Department of Education

Passed through Central Intermediate Unitl0:

ARRA - Race to the Top I 84.4134 N/A

IDEA Part B. Section 611 | 84.027 N/A
IDEA Pârt B, Section 619 I 84.173 N/A
IDEA Part B. Section 611 I 84.027 N/A

Subtotal Special Education Cluster (IDEA)

Total passed through Central Intermediate Unit 10

Total U.S. Department of Education

Program

Or
Grant Period Award

Beeinninq/End Date Amount

84.0r0 013-120183
84.010 013-130183

84.367 020- 1 20 183

84.367 020-130183

84.37tC 143-120183

84.410A 140-120183

07/01il2-06/30t13 N/A

Total
Received

For the

Year

07tjv11-09/30t12 $ 162,578
07101/12-09t301t3 147,171

07 /01111-09130t12 46.344
07ljut2-09t30tr3 45,977

05101t12-09t30t13 183.818

07101/11-06/30t12

5 88,754

07/01/t2-09130/13 11,344

07t01t1r-06t30/12 65.193
07 /01t12-06t30t13 685
07/0U12-06130113 75,260

I 4 1,138

152,482

7 41,236

Accrued
(Defened)

Revenue at

July 1- 2012

s 8,489

8.489

Accrued
(Delerred)

Revenue Revenue
Recoenized Expendìtures June 30. 2013

SO
0

32,515 24,709
98,47s 0

15.410 4.115

27.630 0

81,697 i,05 l

2,866 2,866

258,593 32,741

7,347

40.482 40.482
00

50,245

90,'727 40,482

98.074 40,482

3s6,667 73,223

s 8,707 S 8,707 $ 218

8,707 8,707

See accompanying notes to the basic financial statements.
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7,806
142,642

11.29s

41,363

111.501

314,607

11,282

0

685
75,260

75,945

87,227

401,834

7.806

142-642

tl_295
41.363

I I 1.501

0

314,607

tt,z8z

0

685

75,260

75,945

87,227

401,834

0

44.167

0

13,733

30,85 5

88,755

3,93 5

0

685
25,015

25,700

29,635

l 18.390



Pass

Federal Through
FederaliGrant Source C.F.D.A. Granto¡s
Project Title Code Number Number

U.S. DEPARTMENT OF AGRICULTURE

Passed through the Pennsylvania Department of Agriculture:

National School Lunch -

USDA Commodities i 10.555 N/A

Passed through the Penns¡rlvania Department of Education:

National School Lunch I 10.555 N/A
Severe Needs Breakfast I 10.553 N/A

Subtotal Nutrition Cluster

Fresh Fruit and Vegetable I 10.582 N/A

State Matching Funds S N/A N/A

Total passed through the Pennsylvania Depaftment of Agriculture

Total U.S. Department of Agriculture

Total Financial Assistance

Harmony Area School District
Schedule of Expenditures of Federal Awards and Certain State Grants

For the Year Ended June 30, 2013

Grant Period

BeginnineÆnd Date

Program

Or
Award

Amount

07 101112-06130t13

07 l0r/r2-06130113
07 101112-061301t3

0710u12-06130t13

07 /01/12-06/30/13

Total
Received

For the

Year

(a)

r4.996

79,7 t9
31,444

126.t59

9,2r2

8,023

143,394

143,394

$ 508,550

Accrued
(Defened)
Revenue at

iulv l. 2012

(b)

(2.5e8)

0

(2.5e8)

0

(2,598)

(2,5e8)

s 70,62s

N/A

N/A
N/A

Revenue

Recognized

N/A

N/A

Accrued
(Defened)

Revenue
Expenditures June 30. 2013

t2-5t7

91.283
36,465

t40.265

10,488

9,184

r59,937

159,937

s 570.478s 741,236

See accompanying notes to the basic financial statements
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(c)

12,517 (s.077)

9r,283 11.564
36,465 5,02t

140.265 1 I,508

10-488 1,276

9,184 1,161

159,937 13.94s

159,937 13.945

(d)

q_lz9lzq s 132.553



Harrnony Area School District
Schedule of Expenditures of Federal Awards and Certain State Grants

For the Year Ended June 30, 2013

Notcs to Schedule of Expenditures of Federal Awards and Certain State Grants

Note A - Significant Accounting Policies

The accompanying schedule of expenditures of federal awards and certain state grânts is prepared on the accrual
basis ol'accounting.

Note B - Donated Commodities

Nonmonetary assistance is reported in the schedule at the fair nrarket value of the commodities received and
disbursed. AtJune30,20l3,theDistricthadfoodcommoditiestotaling$5,077ininventory.

(a) 'l'otal arnoullt of commodities received frorn the Depaltrnent of Agricultur'e.
(b) lleginning inventoly at July 1,2012.
(c) 'l'otal amount of commodities used.
(d) Iinding inventoly at June 30,2013.

Note C - Direct/hldirect Funding

The following source codes reflect progralx funding:

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

Note D - Iìeconciliation to Financial Staternents

'lotal Federal Sources reported on the Staternent of Revenues,
Expenditures, and Changes in Fund Balances $ 687,159

Less: School Based Access Medicaicl Reimburserrent Program (58,565)
F'ederal intelest subsidy (QSCB) (305,280)

Plus: IDEA-B passed through, recol'ded as Local Sources 75,945
ARRA - Race to the'l'op, r'ecolded as Local Sources 11,282

Total Federal Expenditures - Governrnental Funds 410,541

Total Federal Sources reported on Statement of Revenues,
Expenses, and Changes in Fund Net Position 150,753

l'otal lìederal Iìxpenditules - Proprietary Fund 1 50.753

'lotal Federal Expenditures $=5f=L,29

5l



Harrnony Area School District
Schedule of Expenditures of Federal Awards and Certain State Grants

For the Year Ended June 30, 2013

Notes to Schedule of Expenditr¡res of Federal Awards and Certain State Grants

Note E - Tcst of 507o Rule

1-otal Expenditules $s70,478

Less: State's share ofNational School Lunch
and Severe Needs Breakfast Prograrns (9. I 84)

Total l'ederal Expenditures $5é1294

Title l, Part A $150,448
Nutrition Cluster 140.265

Tested 5290.713
:52%

'I'otal Federal Expenditures $ 561 ,294
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Independent Auditors' Iìeport on Internal Control over Financial Reporting altd on
Compliance and Other Matters llased on an Audit of Financial Statements

Performed in Accordancc with Govenunent Auditittg Stantlards

To the Mernbers of the Board
I{armony Area School District
5239 Ridge Road
Westover, Pennsylvania 16692

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the fìnancial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of Harrnony Alea School District as of and for the
year ended June 30,20 13 and the related notes to the financial statements, which collectively comprise Harmony
Area School District's basic financial statements, and have issued our reporl thereon dated December 2,2013.

Internal Control C)ver Financial Reporting

In planning and perfonning our audit of the financial statements, we considered Harmony Area School District's
intel'nal control over lurancial reporting (internal control) to deterrnine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the District's internal control. Accordingly, we do not express an
opinion on the effectiveness of Harmony Area School District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
etnployees, in the normal course of performing their assigned functions, to prevent, or detect and conect,
misstatements on a timely basis. A material weakness is a de{ìciency, or a combination of dehciencies, in internal
control such that there is a reasonable possibility that a material misstatelnent of the entity's financial statements will
not be prevented, or detected and corrected on a timely basis. A. significant deficiency is a deficiency, or
cornbination of defìciencies, in internal control that is less severe than a rnaterial weakness, yet important enough to
merif attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all def,rciencies in internal control that might be material weaknesses or signif,rcant
deficiencies. Given these limitations, during our audit we did not identi$r any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified. We
did identify a defrciency in internal control, described in the accompanying schedule of findings and questioned
costs, that we consider to be a significant dehciency - #2013-1,

Compliancc and Other Matters

As part of obtaining reasonable assurance about whether Harmony Area School District's financial statements are
Ílee from material misstatement, we performed tests of its cornpliance with ceftain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
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deterrnination of financial statement amounts. Howevel, providing an opinion on cornpliance with those provisions
was llot an objective of our audit and accordingly, we do not express such an opinion. The results of our tests
disclosed no instauces of noncompliance or other rnatters that are required to be reported under Government
Attditing Standarcls.

We noted certain matters that we reported to the managenrent of Harmony Area School District in a separate letter
dated December2,2013.

Harmon)¡ Area School District's Response to Findingq

Harrnony Area School District's respouse to the finding identified in our audit is described in the accornpanying
schedule of findings and questioned costs. I{armony Area School District's response was uot subjected to the
auditing procedures applied in the audit of the financial statelnents, and accordingly, we cxpless no opinion on it.

Purpose of this Report

'l'he purpose of this report is solely to describe
results of that testing, and not to provide an
cornpliance. This report is an integral palt
Standards in corrsidering tlle entity's internal
suitable for any other puryose.

the scope of our testing of internal control and compliance and the
opinion on the effectiveness of the entity's internal control ol ou
of an audit performed in accordance with Governntent Auditing
control and cornpliance. Accordingly, this communication is not

Kù\"^ C-P¡ f l".o<-u-{a.,[).<-.
Kotzan CPA & Associates, P.C,
Johnstown, Pennsylvan ia
Decernber 2,2013

54



KOTZAN CPA6L
ASSOCIATES, P.C.

Opinion on Each Major Federal Program

In our opinion, Harmony Area School District
requirements referred to above that could have a

the year ended June 30,2013.

Report on [nternal Control Over Compliance

Dennis P. I{ov,an, CPA, CFF
Iìcnda A. Pawlowski, CPA, CFE

IGmberlyA. Dor:hak, CPA, CGFM

Crnrrruo Pu¡Lrc-- Accxn lNr,qnrs 8r Busrrlrss CoNSULTAN"TS MI.]N,IBÌìR .4IC1)A . ]]]CÌ)A

Inclependent Auditors' Iì.eport on Conpliance for Each Major Fedcral Program and on
Internal Control Over Compliance Required by OMB Circular A-133

To the Mernbers of the Board
Hamror.ry Area School Distlict
5239 Ridge lì.oad
Westover, Pennsylvania 16692

Report on Compliance for Each Major Federal Program

We have audited Harmony Area School District's cornpliance with the types of cornpliance requilements described in
the OMB Circular A-133 Contpliance Supplententlhat could have a direct and material effect on each of Harmony
Area School District's major federal prograrns for the year ended June 30,2013. I-larmony Area School District's
major federal programs are identified in the summary of auditors' results section of the accompanying schedule of
findings and questioned costs.

Management's Responsibility

Managernent is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of Harmony Area School District's major federal
programs based on our audit of tlre types of compliance requirernents referred to above. 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 contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizatio¡rs. 'lhose

standards and OMB Circular A-133 requile that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance lequirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about
I{armony Area School District's compliance with those requilements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of Harmony Area School District's compliance.

compiied, in all material respects, with the types of compliance
direct and material effect on each of its major federal programs for

Management of Harmony Area School District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and performing
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our audit of compliance, we considered Harmony Area School District's internal control ovel cornpliance with the
types of requirernents that could have a direct and lnatel'ial efl'ect on each major federal plogram to determine the
ar.rditing procedures that are approptiate in the circumstances l'or the purposc of expressing an opinion on conrpliance
for each major federal proglam and to test and report on internal control over compliance in accol'dance with OMB
Circular A-133, but not for the purpose of expressirrg an opinion on the effectiveness of internal control over
courpliance. Accordingly, we do not express an opinion on the effectiveness of Harmony Area School Distlict's
internal control over cornpliance.

A deficiency in inÍernal control over contpliørzce exists when the design or operation of a contlol over compliance
does not allow rnanagement or employees, in the nolmal coul'se of performing their assigned functions, to prevent, or
detect ancl correct, nonconrpliance with a type of cornpliance requirement of a federal prograln on a tirnely basis, A
ntalerial v,eaknes,s in internal control over conrpliance is a deficiency, ol' combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material uoncompliance witlt a type of
cotnpliauce reqnirement of a federal progranl will not be prevented, or detected and corrected, on a timely basis. A
significant de/ìcienqt in internal conlrol over contpliance is a deficiency, or a combiuation of deficiencies, in internal
contlol over cornpliance with a type of compliance requirernent of a federal program that is less severe than a

nraterial weakness in internal control over cornpliance, yet irnportant enough to merit attention by those charged with
governance.

Our consideration of internal control ovel compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control ovel compliance that rnight be
rnatelial weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. Llowever, material weaknesses may exist that have not been

identified.

Purpose of this Report

'l'he pLrrpose of this report on internal control over compliance is solely to describe the scope of our testing of internal
control over compliance and the results of lhat testing l¡ased on the requiretnents of OMB Circular A-133.
Accordingly, this repolt is not suitable for any other pru'pose.

K"k* (/À d Àt',^n-rrJ*),P'c'
I(otzan CPA & Associates, P.C.

Johnstown, Pennsylvania
Decernber 2,2013
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Section I - Surnrnary of Auditors' Iìesults

Irinancial Statements

Type ofauditors' report issued:

lntet'nal contlol over financial reporting:
Material weal<ness(es) identifi ed?

Signilìcant defi ciency identifi ed not

considered to be matelial weaknesses?

Noncompliance uraterial to financial statements noted?

Federal Awards

lnternal contlol over rnajor pt'ogratns:

Material wealcness(es) identified?
Significant delÌciency identilied not

considered to be material weal<ness(es)?

'lype ofauditors' report issued on

cornpliance for rnajor progralns:

Any audit fìndings disclosed that are required

to be reporlcd in accordance with Circular
A-l 33, Section .5 I 0(a)?

Harmony Area School District
Schedule of Findings and Questioned Costs

Year Ended June 30, 2013

unc¡ualiJìed

X Yes

unc1uali/ìed

Yes X No

Yes X No

Yes X None reported

Yes X No

Yes X No

None lepolted

Identification of major progl'ams:

CIì'DA Nurnber(s) Nalne of Federal Program or Cluster

84.010 Title I, Part A
10.553/10.555 Nutrition Cluster

Dollar thleshold used to distinguish
between Type .{ arrd Type B prograrns: $300,000

Auditee qualified as low-risk auditee? Yes X No
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Harmony Area School District
Schedule of Findings and Questioned Costs

Year Ended June 30,2013

Section II - Financial Staternent Findings

INTERNAL CONTROL OVEII F]NANCIAL REPORTING

Findine #2013-l

CONDITION:

A lacl< of segregation of duties continues to exist in the accounting departrnent at Halmony Area School District.
The Business Manager perforrns or is involved with nearly all transactions with regard to cash receipts, casll
disbursernents, payroll, receivables, payables and linancial reporting.

CRITERIA:

Internal controls are designed to safeguard assets and help to detect losses flonr employee dishonesty or error. A
fundamental concept in an effective system of internal control is the segregation of duties. Although the size ol'the
District's business office staff plohibits complete adherence to this concept, certain steps could be taken to separate

incornpatible duties.

CAUSE:

'l'he cause of this internal control defìciency is the small size of the District's business office staff. Consequently,
tlrere are few options for segregation of duties. Small districts sucìr as Hamlony Area School District often canltot
afford to add stafffor internal control purposes.

EFFECT:

TIle effect of this lack of segregation of duties is an increased risl< of misappropriation of funds and concealtnent of
such activity. In addition, there is an increased risk ofundetected errors, both intentional and unintentional.

RECOMMENDATION:

We recourmend that the District investigate options available to delegate certain duties and/or Leviews, relating to
the al'orementioned financial transactions, to others within the district, such as other secretaries or the

superintendent. We have provided rnanagement with options fol rnore specific ways to segregate these duties in a

separate cornlnunication.

MANAGEMENT RESPONSE:

Managen.rent agrees with the recommendation. Managernent will review tlle duties of the business fiìatlager and the

business office stafl, as well as the options for segregating these duties.

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