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SEALS & DeMILLION, P.C.
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314 FIFTH STREEY
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THOMAS M. DeMILLION, C.P.A. 724 483-3522

FAX 714 483-3663

Independent Auditor Report

Members of the Board
Charleroi Area School District
Washington County, Pennsylvania

Dear Members:

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 Charleroi Area School District,
Washington County, Pennsylvania as of and for the year ended June 30, 2012, which collectively comprise

%% the District's basic financial statements ag listed in the table of contents. These financial statements are the
;g"; responsibility of Charleroi Area School District's management. Our responsibility is to express an opinion

on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in “Government Auditing Standards”,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of Charleroi Area School District, Washington County,
Pennsylvania as of June 30, 2012, and the respective changes in financial position and cash flows where
applicable, thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 20,
2012, on our consideration of the District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.
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Members of the Board
Charleroi Area School District

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s financial statements as a whole. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not
required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit of
the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements
or the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

Respectfully submitted,

7 . . \\ 4 d
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Certified Public Accountants

Charleroi, PA

December 20, 2012



i

CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

As management of Charleroi Area School District (the “District”), we offer readers of the District’s
financial statements this narrative overview and analysis of the financial activities of the District for the
fiscal year ended June 30, 2012,

FINANCIAL HIGHLIGHTS

* The assets of the District exceeded its liabilities at the close of the most recent fiscal vear by
$111,589 (net assets). The District’s total net assets decreased by $455,879. This decrease is
primarily attributable to the increased costs that were not supported by sales tax proceeds and
other capital outlay revenues.

¢ Total revenues of $19,822,436 were comprised of local revenues in the amount of $7.632,038,
or 39 percent, state sources of $11,321,740 or 57 percent and federal revenues in the amount of
$868,658, or 4 percent.

¢ For the year ended June 30, 2012, the District had $ 26,536,464 in expenses related to
governmental activities. General revenues (primarily taxes and state funding programs) of
$19,822,436 were sufficient to provide for the District’s programs.

¢ As of the close of the current fiscal year, the District’s governmental funds reported combined
ending fund balances of $1,892,846, a decrease of $6,714,028, in comparison with the prior year,
Approximately 81% percent of the total amount, $1,374,596, is available for spending at the
District’s discretion for the purposes defined for each governmental fund (unreserved fund
balance). Of this available amount, $326,928 has been designated for specific projects and
activities by the School Board.

¢ At the end of the current fiscal year, unreserved net assets were $1,052,780, or 4 percent of total
general fund expenditures.

* The District’s total long term debt for bonds, long term portion of compensated absences, other
long term liabilities and OPEB liabilities, and capital leases decreased by $770,726 or 1 percent,
during the current fiscal year,

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements.

Government-wide financial statements. The government-wide financial statements (or district-wide
financial statements) are designed to prove a broad overview of the District’s finances, in a manner
similar to a private-sector business.
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CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

The statement of net assets presents information on all of the District’s assets and liabilities, with the
difference between the two reported as ner assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

The statement of activities provides information showing how the District’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in the future fiscal periods
(e.g., uncollected taxes and earned by unused vacation and sick leave).

All of the District’s activities and services are reported in the government-wide financial statements,
including instruction, pupil support services, instructional support services, administrative support
services, facility maintenance, transportation , and food services. Property taxes, state assistance, and
interest and investment earnings finance most of these activities. Additionally, all capital and debt
financing activities are reported here. The District currently does not report any business-type activities,
which would include functions that are intended to recover all or a significant portion of their costs
through user fees and charges.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The District, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the District can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statement, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
s0, readers may better understand the long-term impact of the District’s near-term financing decisions.
Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.



CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

The District maintains two individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and
changes in fund balances for the general fund and capital projects fund, which are considered to be major
funds.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

Proprietary funds. The District maintains one type of proprietary fund — food service funds. Food

= service funds are an accounting device used to accumulate and allocate costs internally among the
-
L District’s various functions. The District uses food service funds to account for its food service programs,

employee salaries and benefits and related costs and services.

e

;\@ The food service funds are combined into a single, aggregated presentation in the proprietary fund
financial statements. Individual fund data for the food service funds is provided in the form of combining
statements elsewhere in this report.

Fiduciary funds. Fiduciary funds, which for the District consist solely of agency funds, are used to
account for resources held for the benefit of parties outside the District. Fiduciary funds are not reflected
in the government-wide financial statements because the resources of those funds are not available to
support the District’s own programs. The accounting used for fiduciary funds is similar to that used for
proprietary funds, except that agency funds do not report changes in fiduciary net assets, as agency fund
assets should equal liabilities.

o

Notes to the financial statements. The notes provide additional information that is essential to fully
understanding the data provide in the government-wide and fund financial statements.

Other information. The combining statements referred to earlier in connection with nonmajor
governmental funds and internal service funds are presented immediately following the notes to the
financial statements.
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CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the District, assets exceeded liabilities by $111,589 at the close of the most recent fiscal
year.

The largest portion of the District’s net assets (48 percent) reflect its investment in existing capital assets
(e.g., land, buildings, machinery, and equipment), net of accumulated depreciation and less any related
debt used to acquire those assets that is still outstanding. The District uses these capital assets to provide
educational and related services to its students; consequently, these assets are not available for future
spending. Although the District’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities. A large portion of the District’s net assets
(20 percent) reflects its restricted net assets for capital projects. The District will use these resources in a
continuing effort to build the stadium complex and refurbish existing buildings and provide sufficient
classroom space for the student population within the District.



CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2012
Summary of Net Assets
Percentage
June 30, 2011 June 30, 2012 Change
Current and Other Assets 12,753,168 4,339,211 -193.9%
Capital Assets 29,720,230 35,256,776 15.7%
Total Assets 42,473,398 39,595,987 -7.3%
g;; Long-Term Liabilities 36,750,277 35,979,551 “2.1%
o Other Liabilities 5,155,653 3,504,847 -47.1%
Total Liabilities 41,905,930 39,484,398 -6.1%
Net Assets

Invested in Capital Assets,
Net of Related Debt (8,085,430) (1,459,441) -454.0%
Restricted 7,122,611 518,250 -1274.4%
Unrestricted 1,530,287 1,052,780 -45.4%
Total Net Assets 567,468 111,589 -408.5%

At the end of the current fiscal year, the District is able to report positive balances in two of the three
categories of net assets. The District’s net assets decreased in total by $455,879 during the current fiscal
year primarily as a result of the construction and renovation of school buildings.




CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

Summary of Changes in Fund Balance

For the Fiscal Year Ended Percentage
June 30, 2011 June 30, 2012 Change
Revenues
Eocal Sources 7,306,861 7,632,038 4.3%
State Sources 10,784,305 11,321,740 4,7%
Federal Sources 2,639,866 868,658 -203.9%
Total Revenues 20,731,032 19,822 436 -4 6%
Regular programs 8,705,305 8,236,500 -5.7%
Special programs 2,801,575 2,673,890 -4.8%
Vocational programs 555,435 627,718 11.5%
Other instructional 243,329 179,287 -35.7%
Pupil personnel services 455,558 600,475 24.1%
Instructional staff services 247,950 204,510 “21.2%
Administrative services 1,156,963 1,119,886 -3.3%
Pupil health 284,062 242,583 -17.1%
Business services 242,992 255,097 4.7%
Operation of plant 5,868,581 8,111,174 27.6%
Student transportation 1,194,698 1,135,689 -5.2%
Central & other support 420,753 307,458 -36.8%
Student activities 302,109 350,455 13.8%
Community services 2,770 3,000 7.7%
Debt service 2,300,314 2,488,739 7.6%
Total Expenses 24,782,394 26,536,464 6.6%
Other Financing Sources — Bond Proceeds - - -
Fund Balance ~ Beginning 12,658,236 8,606,874 -47.1%
Fund Balance - Ending 8,606,874 1,892,846 -354.7%

The District’s fund balance decreased by $6,714,028 during the current fiscal year. Key elements of the
decrease are capital revenues utilized for the construction of stadium complex and renovation of schools.




CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

Revenues by Source — Statement of Activities

4%

& Local Sources
® State Sources

® Federal Sources

Expenses — Statement of Activities

& Regular programs

® Special programs

® Vocational programs

= Other instructional

® Pupil personnel services
® Instructional staff services
B Administrative services

M Pupil heaith

B Business services

N Operation of plant




CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

Financial Analysis of the Government’s Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements

Governmental Funds. The focus of the District’s governmental funds is to provide information on near-
term inflows, outflows and balances of spendable resources. Such information is useful in assessing the
District’s financing requirements. In particular, unreserved fund balance may serve as a useful measure of
a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the District’s governmental funds reported combined ending fund
balances of $1,892,846 , a decrease of § 6,714,028 in comparison with the prior year. Approximately 20
percent of this total amount ($1,374,596) constitutes unreserved fund balances, which are available for
spending at the government’s discretion within the purpose of each fund. The remainder of fund balance
is reserved to indicate that it is not available for new spending because it has already been committed: to
liquidate contracts and purchase orders outstanding at year-end to fund specific state categorical programs
and to fund debt service.

s
e

The General Fund is the chief operating fund of the District. At the end of the current fiscal year,
unreserved fund balance of the general fund was $1,374,596. As a measure of the general fund’s
liquidity, it may be useful to compare both unreserved fund balance and total fund balance to total
expenditures, , ’

The fund balance of the District’s general fund increased by $(109,667) during the current fiscal year.
Key factors in this increase are as follows:

* Prepayment of expenses

The Capital Projects Fund, which is used to account for capital project activity funded by bond issuance,
has a total fund balance of $518,250, all of which is reserved for specific capital projects. The net
decrease in fund baiance during the current year in the capital projects fund was $6,604,361.

10
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CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were minor and can be briefly
summarized as follows:

e Appropriations were decreased by the State and Federal sources

s Expenditures were reduced by regular programs, administrative services, operation of plant and
maintenance, and transportation services

The General Fund actual revenues were in excess of the budgeted revenues by $15,564. The General
Fund actual expenditures were less than the budgeted appropriations by approximately $30,173. As also
noted above this was due to teaching positions remaining unfilled during the year as well as central office
administrative positions.

Capital Asset and Debt Administration

Capital assets. The District’s investment in capital assets as of June 30, 2012, amounts to $34,317,149
(net of accumulated deprecation). This investment in capital assets includes furniture, fixtures and
equipment, motor vehicles, audio-visual materials, construction in progress and computer software. The
total increase in the District’s investment in capital assets (net of accumulated depreciation) for the
current fiscal year was approximately 16 percent.

Major capital asset events during the current fiscal year included the following:

¢ Construction of the Sports Complex
¢ Renovations
o (Camera Systems

11



CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30,2012

Summary of Capital Assets
(net of depreciation)

Governmental Activities

June 30,2011 June 30, 2012
Land $ 637,195 $ 637,195
Building and Building Improvements $ 23,506,472 $ 32,850,764
& Furniture and Equipment $ 1,111,346 $ 829,190
§§ Construction in Progress $ 4,239,754 $ -
s Total Capital Assets ) 29,494767 $ 34.317,149

Additional information on the District’s capital assets can be found in the notes to the financial
statements.

Long-term debt. At the end of the current fiscal year, the District had total long-term debt outstanding of
$35,979,551 , none of which is considered to be general “bonded debt” (i.e., backed by the full faith and
credit of the District). The District’s debt consisted of certificates of participation payable, state school
bonds payable, and obligations under capital leases, which are secured by specific revenue sources or the
underlying assets.

Sammary of Outstanding Debt

e

Governmental Activities

- June 30, 201 1 June 30, 2012
Bonds Payable $ 26,665,000 $ 23,675,000
Authority Lease Obligations 4,458,920 4,318,920
Other Long Term Liabilities 5,222,540 6,207,670
LT Portion of Compensated Absences 93,611 169,749
Net OPEB Liability 927,089 1,608,212
Total Debt b 37,367,160 $ 35,595,551

12




CHARLEROI AREA SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

During the current fiscal year, the District’s total long-term debt decreased by $1,771,609 (5 percent). The
key factor contributing to this decrease was repayment of debt requirement.

The District maintains an “A+" rating from the bond agencies for its certificates of participation.

Additiona! information on the District’s long-term debt can be found in the notes to the financial
statements,

Requests for Information

This financial report is designed to provide a general overview of the District’s finances for all those with
an interest in the government’s finances. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the Business Manager,
Charleroi Area School District, 125 Fecsen Drive, Charleroi, PA, 15022,

13



Charleroi Area School District Exhibit 1
Statement of Net Assets

June 30, 2012

Governmental Business-Type Totals
Activities Activities
ASSETS
Current Assets
Cash and Cash Equivalents $ 2641514 $ 23,056 2,664,570
Taxes Receivable (Net) 500,000 500,000
Due from Other Governments 664,472 664,472
Other Receivables 139,743 139,743
Inventories 7,498 7,498
Prepaid Expenses 362,928 362,928
Total Current Assets 4.168.914 170,297 4,339.211
Noncurrent Assets
Land 637,193 637,195
Building and Building Improvements 32,850,764 32,850,764
Furniture and Equipment 829,190 829,190
Unamortized Bond Costs 844,627 844,627
Delinquent Real Estate Tax Receivables 95.000 95.600
?g‘% Total Noncurrent Assets 315.256,776 0 35,236,776
S
= TOTAIL ASSETS $39.425 69 $ 170,297 $ 39595987
LIABILITIES AND NET ASSETS
Liabilities
Current Liabilities
Accounts Payable $ 497856 g 5,351 503,207
Current Portion of Long-Term Debt 1,575,000 1,575,000
Accrued Salaries, Benefits, & Taxes 1,278,212 1,278,212
Internal Balances 0 0 0
Current Portion of Compensated Absences 48,000 48,000
Other Current Liabilities 100,428 100,428
Total Current Liabilities 3.499.496 5351 3.504.847
Noncurrent Liabilities
Bonds Payable 23,675,000 23,673,000
Authority Lease Obligations 4,318,920 4,318,920
Other Long-Term Liabilities 6,207,670 6,207,670
LT Portion of Compensated Absences 169,749 169,749
Net OPEB Liability- Note 10 1.608.212 1608212
Total Noncurrent Liabilities 35,878,551 0 33.979.551]
Total Liabilities 39,479,047 5,351 39.484.398
Net Assets
Invested in Capital assets (Net of Related Debt) { 1,459.441) 1,459.441)
Restricted 518,250 518,250
Unrestricted 887.834 164,946 1,052,780
Total Net Assets { 53.357) 164.946 111,589
TOTAL LIABILITIES AND NET ASSETS $ 39,42 § 170,297 39,395,987

See Accompanying Notes

14
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Charleroi Area School District Exhibit 3
Balance Sheet
Governmental Funds

June 340, 2012
Capital Total
General Projects Governmental
Fund Fund Funds
ASSETS
5 Cash and Cash Equivalents $ 2,067,901 $ 573613 $ 2641514
| Taxes Receivable 630,000 630,000
L Due from Other Funds ] 0
_ State Revenue Receivables 592,831 592,831
| | Federal Revenue Receivables 71,641 71,641
%ﬁ% Prepaid Expenses/Expenditures 362.928 362.928
TOTAL ASSETS $.3,725,301 $_ 573,613 54,298,914
LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable $ 442493 $ 55,363 kY 497.856
Accrued Salaries and Benefits 1,278,212 1,278,212
Payroll Deductions and Withholding 0 0
Deferred Revenues 630.000 630.000
e Total Liabilities $2.350.705 $ 55363 § 2406068
@%
E
Fund Balances
Non Spendable 5 362,928 $ $ 362,928
Unassigned 1,011,668 S18.250 1.529.918
Total Fund Balances $ 1.374.596 § 318250 $ 1.892 846
TOTAL LIABILITIES
AND FUND BALANCES $3,.725301 $ 573613 $..4298914

See Accompanying Notes

16
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Charleroi Area School District
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Assets
Year Ended June 30, 2012

Total Fund Balances - Governmental Funds
Amounts reported for governmental activities in the
statement of net assets are different because:

Capital Assets, net of depreciation of $17,602,264

Inclusion of outstanding debt principal, capital
lease payable and accrued interest

Compensated absences at year end
Deferred real estate taxes receivable (net) at year end
Bond discount/issue costs, net of amortization of $ 297,892

Net OPEB liability at year end

Total Net Assets - Governmental Activities

See Accompanying Notes

Exhibit 4

$ 1,892,846

34,317,149

(35,877.019)

( 217,748)
595,000
844,627

( 1,608.212)
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Revenues

Local Sources
State Sources
Federal Sources
Total Revenues

Expenditures
Regular programs
Special programs
Vocational programs
Other instructional
Pupil personnel services
Instructional staff services
Administrative services
Pupil health
Business services
Operation of plant
Student transportation
Central & other support
Student activities
Community Service
Debt service

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses)
Interfund transfer

Total Other Financing Sources (Uses)
Net Change in Fund Balances

Fund Balances - July 1, 2011

Fund Balances - June 30, 2012

See Accompanying Notes

Charleroi Area School District Exhibit 5
Statement of Revenues, Expenditures
and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2012

Capital Total
General Project Governmental

Fund Fund Funds
5 7597099 3 34939 $ 7,632,038
11,321,740 11,321,740
868.658 868.638
15,787,497 34,939 19.822. 436
8,236,500 8,236,500
2,673,890 2,673,890
627,718 627,718
179,287 179,287
600,475 600,475
204,510 204,510
1,119,889 1,119,889
242,583 242,583
253,097 255,097
1,471,874 6,639,300 8,111,174
1,135,689 1,135,689
307,458 307,458
350,455 350,455
3,000 3,000
2,488,739 2.488.739
19.897.164 6.639.300 26.336.464

{..109.667) (6,604,361) { 6714028
0 0 6
0 0 G
{ 109,667) { 6,604,361) { 6,714,028)

1.484.263 7.122.611 8.606.874
$_1,374,596 18250 $ 1,892,846
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Charleroi Area School District
Reconciliation of the Governmental Funds
Statement of Revenues, Expenditures
and Changes in Fund Balances
to the Statement of Activities
Year Ended June 30, 2012

Total Net Change in Fund Balances - Governmental Funds
Amounts reported for governmental activities in the
statement of activities are different because:
Payments of debt service principal for current vear
Inclusion of accrued interest payable on authority obligations and bonds payable
Current acquisition costs of non-current fixed assets
Depreciation expense for current vear
Amortization expense of bond costs for current year
Net decrease in compensated absences for current year
Net decrease in delinquent taxes receivable

Net increase in OPEB liability at year end

Change in Net Assets - Governmental Activities

Exhibit 6

$( 6,714,028)

1,555,000
(487371
6,640,188

( 1,076.634)

( 65508)
28,022
(51,500
( 342,730)
$(..514,561)



Charleroi Area School District Exhibit 7
Statement of Net Assets
Proprietary Fund
June 30, 2012

Food Service

Fund
ASSETS
Current Assets
Cash and Cash Equivalents §  23,0%
Due from Other Governments 0
e Other Receivables 139,743
) Interfund receivable 0
% Inventories 7.498
&"%@
&=
Tota] Current Assets 170,297
£ . .
E Fixed Assets, net of accumulated depreciation
TOTAL ASSETS $ 170,297
LIABILITIES AND NET ASSETS
Liabilities
Current Liabilities
Accounts Payubie $ 1,154
Interfund Payable 4,197
Total Current Liabilities 5,351
f‘% Net Assets
B
Urnrestricted 164,946
Total Net Asscts 164,946
TOTAL LIABILITIES AND NET ASSETS & 170,297

See Accompanying Notes




Charteroi Area School District Exhibit 8
Statement of Revenues, Expenses and Changes
in Fund Net Assets
Proprietary Fund
Year Ended June 30, 2012

Food Service

Fund
Operating Revenues
Food Service Revenue £ 352,377
Operating Expenses
%?i Salaries 191229
- Employee Benefits 67,838
Supplies 7,000
Food Costs 320,483
Other Purchased Services, etc 158,722
Total Operating Expenditures 745.272
Operating Income {Loss) ( 392,895)
Nonoperating Revenues (Expenses)
State Sources 34,023
Federal Sources 399947
Earnings on Investments 14
Total Nonoperating Revenues (Expenses) 433984
Change in Net Assets 41,089
Total Net Assets - July 1, 2011, as adjusted 123 857
Total Net Assets - June 30,2012 164,946

See Accompanying Notes
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Charlerci Area School District Exhibit 9
Statement of Cash Flows
Proprietary Fund Type
Year Ended June 30, 2012

Cash Flows from Operating Activities
Cash Received from Users and Other Receipts
Cash Payments to Employees for Services & Suppliers

Net Cash Used for Operating Activities

Cash Flows from Non-Capital Financing Activities
State Sources
Federal Sources
Net Cash Provided by Non-Capital Financing Activities
Cash Flows from Investing Activities
Earnings on Investments
L.oans Paid to General Fund - net
Net Cash Provided by Investing Activities
Net Change in Cash and Cash Flows
Cash and Cash Hquivalents - Beginning of Year
Cash and Cash Equivalents - End of Year
Operating Income (Loss)
Adjustments to Reconcile Operating Income (Loss)
to Net Cash Used for Operating Activities
{Increase) Decrease in Inventories/accounts receivable
Increase {Decrease) in Accounts Payable
Adjustment to Fund Balance
Total Adjustments

Cash Provided by Operating Activities

Noncash Investing, Capital and Financing Activities:

Food Service
Fund

$ 258,390
L 733.752)

(_475.362)

34,023

399.947

433,970

14
(.. 167.678)
{___167.664)
€ 209,056)

232,112

$.....23.056
$( 392,895)

(91,920
(8140
17.593
(__82467)
$(___475.362)

During the year ended June 38, 2012, the Schoo! District received
£22.342 of U.S.D.A. Donated Commoedities in the food service fund.

See Accompanying Notes

22




Charleroi Area School District Exhibit 10
Statement of Net Assets & Changes In Fiduciary Net Assets
Fiduciary Funds
June 30, 2012

Activity
Funds
ASSETS
Cash and Equivalents $ 88,248
TOTAL ASSETS $ 88.248
LIABILITIES AND NET ASSETS
- Liabilities
- Other Current Liabilities $ 88,248
Net Assets
Restricted B
TOTAL LIABILITIES AND NET ASSETS $ 88248
FIDUCIARY NEW ASSETS, BEGINNING OF YEAR $ 78,139

LESS: CHANGE IN NET ASSETS, CURRENT YEAR

10,109

FIDUCIARY NET ASSETS, END OF YEAR & 88248

See Accompanying Notes
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 1 - Summary of Significant Accounting Policies

Charleroi Area School District, located in Washington County, Pennsylvania, provides public education,
kindergarten through twelfth grade, to the residents of Charleroi, Pennsylvania.

The School District's financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for establishing
GAAP for state and local governments through its pronouncements (Statements and Interpretations).
Governments are also required to follow the pronouncements of the Financial Accounting Standards Board
(FASB) issued through November 30, 1989 (when applicable) that do not conflict with or contradict GASB
pronouncements. Although the School District has the option to apply FASB pronouncements issued after that
date to its business-type activities and enterprise funds, the School District has chosen not to do so. The more
significant accounting policies in GAAP and used by the School District are discussed below.

The following is a summary of the more significant policies:

. Financial Reporting Entity

In evaluating how to define a government, for financial reporting purposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity was made
by applying the criteria set forth in generally accepted accounting principles (GAAP) and more specifically,
the provisions of Governmental Accounting Standards Board (GASB) Statement 14, "The Financial Reporting
Entity". The following summarizes the guidance provided by GASB in determining the governmental
activities, organizations, functions and component units that should be included in the governing entity's
financial statements. The criterion for inclusion of a component unit is if the primary government is financially
accountable. The primary government is financially accountable if it appoints a voting majority of the
organization's governing board and (1) it is able to impose its will on that organization or (2) there is a
potential for the organization to provide specific financial benefits to, or impose specific financial burdens on,
the primary government. Based upon the application of these criteria, it has been determined that the School
District (the primary government) has no potential component units to be included in its financial reporting
entity.

. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
report information on all of the nonfiduciary activities of the School District. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset
by program revenues. Direct expenses are those that are clearly identifiable with a specific function. Program
revenues include (1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function, and (2} grants and contributions that are restricted to
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 1 - Summary of Significant Accounting Policies (Cont'd)

B. Government-Wide and Fund Financial Statements (Cont'd)

meeting the operational or capital requirements of a particular function. Taxes and other items not properly
included among program revenues are reported instead as gerneral revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and

[ the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues
o . e + . -+ "
= are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of

related cash flows. Property taxes, net of any uncollectible amounts, are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provided have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this period, the government considers
revenues to be available if they are collected within 60 days or less of the end of the current fiscal period.
Property taxes levied but coliected beyond 60 days after year end are recorded as deferred revenue to be
recognized as revenue when the taxes are collected. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, intergovernmental revenues, investment income, rent and certain miscellaneous revenues
associated with the current fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. In applying the susceptible to accrual concept to
intergovernmental revenues (state and federal sources), the legal and contractual requirements of the individual
programs are used as guidance. There are however, essentially two types of these revenues. In one. monies
must be expended on the specific purpose or project before any amounts will be paid to the School District;
therefore, revenues are recognized based upon the expenditures recorded. In the other, monies are virtually
unrestricted as to purpose of expenditure. All other revenue items are considered to be measurable and
available only when cash is received by the government.

The School District reports the following major governmental funds:
The general fund is the School District's primary operating fund. It accounts for all financial resources of

the general government, except those required to be accounted for in another fund.
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Charlerot Area School District
Notes to Financial Statements
June 30, 2012

Note I - Summary of Significant Accounting Policies (Cont'd)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation (Cont'd)

The fiduciary fund accounts include the elementary, middle and high school student activities funds.

The School District reports the following proprietary fund:

The food service fund accounts for the revenues, food purchases, and other costs and expenses
providing meals to students and/or faculty during the school year.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the extent
, that those standards do not conflict with or contradict guidance of the Government Accounting  Standards
@ Board
L :

Governments also have the option of following subsequent private-sector guidance for their business-type
activities and enterprise funds, subject to this same limitation. The government has elected not to follow
subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payment-in-lieu of taxes and other charges between various
other functions of the government. Elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenues include (1) charges to customers or applicants for goods, services, or
- privileges provided, (2) operating grants and contributions, and (3) capital grants and contributions. Taxes
P and other revenue sources not properly included with program revenues are reported as general revenues.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection
with a proprietary fund's principal ongoing operations. The principal operating revenues of the School
District's enterprise fund are charges to customers for sales of food. Operating expenses for enterprise funds
include the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.

D. Cash and Cash Equivalents

The School District's policy is to maintain cash balances in interest-bearing accounts such as money
market or flex funds. The market values of the funds approximate cost. For purposes of the statement of
flows, the proprietary fund considers all highly liquid investments with a maturity of three months or less
when purchased to be cash equivalents.
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Charlerot Area School District
Notes to Financial Statements
June 30, 2012

Note I - Summary of Significant Accounting Policies (Cont'd)

Budgets

The School Board approves, prior to the beginning of each year, an annual budget on the modified accrual
basis of accounting for the general fund. This is the only fund for which a budget is required and for which
taxes may be levied. The general fund is the only fund that has an annual budget that has been legally adopted
by the School Board. The Public School Code allows the School Board to authorize budget transfer
amendments during the year, but only during the last nine months of the fiscal year.

The final budget data reflected in the financial statements includes the effect of approved budget transfer
amendments and, for comparative purposes, the actual amounts have also been presented. The School District
expenditures may not legally exceed the revised budget amounts by function. Function is defined as a
program area such as instructional services and object is defined as a nature of the expenditure, such as
salaries or supplies. Amendments require Board approval.

All appropriations lapse at the end of each fiscal year (June 30).
Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as "due to/from other funds". Any residual balances outstanding between the
governmental activities and business-type activities are reported in the government-wide financial statements
as "internal balances".

Advances between funds, as reported in the fund financial statements, are offset by a fund balance
reserve account in applicable governmental funds to indicate that they are not available for appropriation and
are not expendable available financial resources.

. Inventories

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

Prepaid Expenses

In both the government-wide and fund financial statements, prepaid expenses are recorded as assets in the
specific governmental fund in which future benefits will be derived.

Capital Assets

Capital assets, which include property, plant, equipment and land improvements are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements. Capital assets
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Charleroi Area School District
Notes to Financial Statements
June 39, 2012

Note 1 - Summary of Significant Accounting Policies (Cont'd)

I, Capital Assets (Cont'd)

are defined by the School District as assets with an initial, individual cost of more than $4,000 and an
estimated regardless of the thresholds established. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value
at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets of business-type activities is included as part of the capitalized

value of the assets constructed.

The District does not possess any material amounts of infrastructure capital assets, such as sidewalks and
parking lots. Such items are considered to be part of the cost of buildings, etc.

All reported capital assets are depreciated using the straight-line method over the following estimated useful

lives:
Assets Years
Buildings 44 - 50
Building Improvements 20-30
2 Land Improvements 20
% Furniture 20
- Vehicles 8
Equipment 5-15
Computers 3

J. Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities or proprietary fund type statement of net assets.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as service expenditures.
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Summary of Significant Accounting Policies (Cont'd)
Compensated Absences

The School District's policies regarding vacation time under various contracts, provide for employees  to
accumulate sick days which they are paid for upon retirement or termination of service. The amount the
employee is compensated and the number of days varies based on their contract and their years of  service,
The liability for these compensated absences is recorded as current and noncurrent  liabilities in  the
government-wide statements. The current portion ofthis  debt is estimated based on historical trends. In
the fund financial statements, governmental funds report only the compensated absence liability payable
from expendable available financial resources, which the proprietary funds report the fiability as it is
incurred.

Investments

Investments, if any, are stated at fair value except that treasury and agency obligations that have a remaining
maturity at the time of purchase of one vear or less are shown at amortized cost. Fair value is based on
quoted market prices. Funds are invested pursuant to the Public School Code of 1949 and investment policy
guidelines established by the School District and approved by the Members of the Board. The School Code
states that authorized types of investments shall be: United States Treasury Bills; short-term
obligations of the United States Government or its agencies or instrumentalities; deposits in savings
accounts, time deposits or share accounts of institutions insured by the FDIC; obligations of the United
States or any of its agencies or instrumentalities backed by the full faith and credit of the United States
and the Commonwealth of Pennsylvania.

Net Assets

Beginning with the year ended June 30, 2011, the School District has implemented GASB Statement
No. 354, "Fund Balance Reporting and Governmental Fund Type Definitions”. This Statement
provides more clearly defined fund balance categories to make the nature and extent of the constraints placed
on the School District’s fund balances more transparent. The following classifications describe the relative
strength of the spending constraints:

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

Restricted fund balance-amounts constrained to specific purposes by their providers (such as
grantors, bondholders, and higher level of government), through constitutional provisions, or by enabling
tegislation.

Committed fund balance-amounts constrained to specific purposes by the School District itself, using its
highest level of decision-making authority (the Board of Directors). To be reported as committed, amounts
cannot be used for any other purpose unless the School District takes the same highest level action to remove
or change the constraint,
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 1 - Summary of Significant Accounting Policies (Cont'd)
M. Net Assets - continued
Assigned fund balance-amounts the School District intends to use for a specific purpose. Intent
can be expressed by the Board of Directors or by an official or body to which the Board of

Directors delegates the authority.

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

Beginning fund balances for the School District’s governmental funds have been restated to reflect the
75 above classifications.

The Board of Directors establishes (and modifies or rescinds) fund balance commitments by passage of a
resolution. This is typically done through adoption and amendment of the budget.

i

Note 2 - Deposits and Investments

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

At year-end the carrying amount of the District's deposits was $2,752,818 while the balance on the bank
records was approximately $3,340,000.

Custodial Credit Risk - Deposits

Custadial credit risk is the risk that in an event of a bank failure, the government's deposits may not be
returned 1o it. The School District does not have a deposit policy for custedial credit risk. Deposits in
excess of amounts covered by the Federal Deposit Insurance Corporation are collateralized in
accordance with Act 72 of 1971 of the Pennsylvania State Legislature which requires the institution to
pool collateral for all governments and have the collateral held by an approved custodian in the
institution's name.

Interest Rate Risk - The School District does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risks - The Pennsylvania Public School Code authorizes the types of investments allowed. These
are described in Note 11.. The School District has no investment policy that would further limit its
investment choices. The School District's investments in Pennsylvania School District Liquid Asset Fund
(PSDLAF) and PA Invest Funds were rated AAAm by Standard & Poors.

Concentration of Credit Risk - The School District places no limit on the amount it may invest in any one
issuie.
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 2 - Deposits and Investments (Cont'd)

Investments

The Pennsylvania School District Liquid Asset Fund (PSDLAF) was established as a common law trust,
organized under laws of the Commonwealth of Pennsylvania. Shares of the fund are offered to certain
Pennsylvania school districts, intermediate units, area vocational-technical schools and municipalities.
The purpose of the fund is to enable such governmental units to pool their available funds for investments
authorized by Section 440.1 of the Pennsylvania Public School Code of 1949, as amended. These funds
have the characteristics of open-end mutual funds and are not subject to credit risk classification.

PSDLAF is governed by an elected board of trustees who are responsible for the overall management of
the fund. The trustees are elected from the several classes of local governments participating in the fund.
The fund is audited annually by independent auditors. The fund operates in a manner consistent with the
SEC's Rule 2(a)7 of the Investment Company Act of 1940. The fund uses amortized cost to report net
assets to compute share prices. The fund maintains net asset value of $1 per share.

Note 3 - Real Estate Taxes

The municipal tax collectors bill and collect real estate taxes on behalf of the School District based upon
assessed values provided by the County. The School District's tax rate for all purposes in 2011/2012 was
125 mills. The tax calendar for real estate taxes levied for 2011/2012 is as follows:

Tax Levy Date July 1
2% Discount Period Through August 31
Face Payment Period September | - October 31
10% Penalty Period November | Until Liened

Lien Filing Date January 1

The amounts shown as delinquent real estate taxes receivable have not been recorded as revenue on the
fund statements. These taxes are, however, recorded as deferred revenue on the balance sheet until they

are received. The amounts reported for this receivable are reperted on the balance sheet in the amount of
$630,000.

Note 4 - Inferfund Balances

Interfund balances at year end were:

Interfund Interfund

Receivable Payable

General Fund $ 0 3 0
Food Service Fund 0 0
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Charteroi Area School District
Notes to Financial Statements
June 30, 2012

Note 5 - Public School Employees’ Retirement System (PSERS)

The Government Accounting  Standards Boards (GASB) requires that state and local governmental
employers disclose in their notes to financial statements, certain information about the public employee
retirement systems to which they contribute. The Public School Employees' Retirement System (PSERS) is
providing the following information in accordance with GASB to assist the employers in the preparation of
their annual financial statements.

Plarn Description

Name of plan: Public School Employees' Retirement Systemn (the System)
L Type of plan: Governmental cost sharing multiple-employer defined benefit plan

e Benefits: Retirement and disability, legislatively mandated ad hoc cost-of-living adjustments, healthcare
g«% insurance premium assistance to qualifying annuitants.

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

Annual Financial Report: The System  issues a comprehensive annual financial report that includes
financial statements and required supplementary information for the plan. A copy of the report may be
obtained by writing to Diane J. Wert, Office of Financial Management, Public School Employees’
Retirement System, PO Box 125, Harrisburg, PA 17108-0125. The CAFR is also available on the PSERS

website.
Funding Policy

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

Contribution rates:
Member Contributions -

Active members who joined the System prior to July 22, 1983, contribute at 5.25 percent
(Membership Class TC) or at 6.50 percent (Membership Class TD) of the member’
qualifying compensation.

Members who joined the System on or after July 22, 1983, and who were active or inactive as
of July 1, 2001, contribute at 6.25 percent (Membership Class TC) or at 7.50 percent
(Membership Class TD) of the member's qualifying compensation.

Members who joined the System after June 30, 2001, contribute at 7.50 percent (automatic
Membership Class TD). For all new hires and for members who elected Class TD
membership, the higher contribution rates began with service rendered on or after January [,
2002.
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 5 - Public School Employees' Retirement System (PSERS) (Cont'd)

Employer Contributions - Contributions required of employers are based upon an actuarial valuation, For
fiscal year ended June 30, 2012, the rate of employer's contribution was 8.65 percent of covered payroll.
The 8.65 percent rate is composed of a pension contribution rate of 8.00 percent for pension benefits and
(.65 percent for healthcare insurance premium assistance.

Note 6 - Long-Term Debt

Long-term liability activity for the current year is provided below.

. Original Balance Issued Retired Balance
- tssue Amount 6/30/1 1 Current Year Current Year 6/30/12
GOB Refunding
Series of 2009 $ 13,950,000 £3,950.000 0 0 13,950,000
GOB Refunding
Series of 2009 4,530,000 3.530.000 0 1,165,000 2.365.000
$ 17,480,000 3 0 $ 1.165.000 $ 16,315,000
Authority Bond Obligations
Refunding
Series of 2008 9,750,000 9,185,000 0 250,000 8,935,000
Refunding
Series of 99B 1,985,000 290,000 0 140,000 150,000
Guaranteed Revenue
Bonds Series 99C 4,168,920 4,168,920 0 0 4,168,920
$ 13,643,920 0 $ 390.000 $13.253,920
$31.123,990 i 90 $.1,555.000 $29.568,920
Current $ 1,575,000
Long-term ..27,993,920
$29,568,920
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Charlerot Area School District
Notes to Financial Statements
June 30, 2012

Note 6 - Long-Term Debt (Cont'd)

Gieneral obligation school building bonds payable at the end of the current year, with their outstanding
balance are comprised of the individual issues presented below.

Refunding Series of 2008, $9,750,000,
due serially through September 2017, interest
semiannually from 2.-% to 3.6%. $ 8,935,000

Refunding Series of 998, $1,985,000,
due serially through October 2012, interest due
semiannually from 3.75% to 5.55%. 150,000

Guaranteed Revenue Bonds Series 99C,
$4,168,920, zero coupon bonds due October 2024, 4,168,920

GOB Refunding Series A of 2009,
$13,950,000, due serially through November 2033,
interest due semiannually from 5% to 6%. 13,950,000

GOB Refunding Series B of 2009,
$4,530,000, due serially through November 2013,
interest due semiannually from .75% to 1.5%. 2,365,000

29,568,920

The annual requirements to amortize all debt outstanding of $29,568,920 are provided below:

Year Ended
June 30 Principal Interest Total
2013 $ 1,575,000 $ 1.359,013 $ 2,934,013
2014 1,730,000 1,331,518 3,061,518
2015 1,965,000 1,282,816 3,247 816
2016 2,030,000 1,217,122 3,247,122
2017 2,100,000 1,151,132 3,251,132
After 20,168.920 30,189.044 50,357.964
Total $29,568.920 536,530,645 $ 66,099,565

On December 3. 2009 the District issued Series A of 2009 and Series B of 2009 General Obligation Bonds in
the amounts of $4.530,000.00 and $13,950,000.00, respectively. The proceeds of Series A of 2009 GOB was
used to refund the 2002 Refunding Series GOB in its entirety effectuated by a transfer to a 2002 sinking fund
account in the approximate amount of $4,464,000.00.
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Charlerot Area School District
Notes to Financial Statements
June 30, 2012

Note 7 - Capital Assets

Capital asset activity for the governmental and business type activities for the current year is as follows:

Balance Balance

/11 Additions 6/30/12
Land § 637,195 $ 0 $ 637,195
Building & improvements 37,299,639 10,879,942 48,179,581
Furniture & equipment 3,102,637 0 3.102,637
$41.039471 $ 10,879.942 $.51.919.413

- Less Accumulated Depreciation:

| Building & improvements $ 14,229,403 $ 912,007 $ 15,141,410
= Furniture & equipment 2.296.227 164.627 2,460.854
$16.525,630 § 1.076.634 $ 17.602.264
Capital Assets (net) $24513841 $ 9,803,308 $ 34317,149
Construction in Progress $ 4239754 $( 4,239,754) 8 0

The business-type capital activities included above follows below, There were no business-type additions or
deletions during the current vear,

Furniture & equipment, at cost $ 125,675
Accumulated depreciation {125.673)
Net Book Value § 0

Depreciation expense was charged to functions/programs as follows:

Instruction $ 689,136
Instructional Student Support 129,196
Administration & Financial Support 96,897
Operation & Maintenance of Plant, ete. 86,130
Student Activities 75,275
Total Depreciation Expense $ 1,076,634
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 8 - Contingent Liabilities

The School District participates in a number of federaily assisted grant programs, principal of which are
Title 1 and National School Lunch Program. The programs are subject to program compliance audits
by the grantors or their representatives. The audits of some of these programs for and including the
current year have not vet been conducted. Accordingly, the School District's compliance with applicable
grant requirements will be established at some future date. The amount, if any, of expenditures which
may be disallowed by the granting agencies cannot be determined at this time although the School
District expects such amounts, if any, to be immaterial.

Note 9 - Capital Lease Payable

On July 22, 2008 the District entered into a lease purchase agreement for three school busses costing
$235,737 through capital leasing arrangements in the general fund, Interest is provided at 4.08% annually.
- At the end of the current year, the cost and accumulated depreciation of these busses are $235,737 and
- $92.331 respectively.

Capital lease activity for the current year is as follows:

Beginning Ending Due Within
Balance  Reduction Balance One Year
Capital 1.ease Payable $ 0 % 0 $ 0 $ 0

The future minimum lease obligation relating to the three schiool busses is as follows:

Year ending June 30, 2012 $ 0
- Amount representing interest 0
v
o Present value of minimum lease payments b 0

L Note 10 - Other Post-Employment Benefits Plan
A. Plan Description

The District provides post-employment insurance benefits to certain eligible employees through
the Charleroi Area School District Other Post-Employment Benefits Plan, a single-employer defined
benefit plan administered by the District. All post-employment benefits are based on contractual
agreements with employee groups. Eligibility for these benefits is based on years of service amd/or
minimum age requirements. These contractual agreements do not include any specific contribution or
funding requirements.
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 10 - Other Post-Employment Benefits Plan (Cont'd)

Teacher Eligibilitv Requirements

Teachers retiring previous to their 65th birthday shall have the right to remain in the group health plan at
no cost to the District, until they attain the age of 65.

In the 2010-2014 Contract, there was an early retirement incentive plan with the following terms and
conditions:

a) An employee must have thirty (30) years of service credit in the Public School
Employees' Retirement System of which fifteen (15) years of service must
be in the Charleroi Area School District or as a member of the Intermediate
Unit who transferred during the "Transfer of Entities”.

b) A first time eligible employee will be paid $12,000 at the time of retirement.
Hospitalization insurance will be paid at the coverage in effect at the time of
retirement until the age of sixty-five (65). The retiree will pay any increase in
the premium after retirement.

Act 93 Administrators Eligibility Requirements
Act 93 administrators and support personnel retiring prior to being Medicare eligible shall have

the right to remain in the medical insurance group, at no cost to the District, until such time as they
become eligible for Medicare benefits.

3

“
U

Any administrator who has thirty (30) years in the Public School Employees Retirement System
of which fifteen (15) years must be in the Charleroi Area School District may elect to retire and be
entitled to the following:

Commencing on the administrator’s retirement date, the District will pay the employee a monthly
doliar amount equal to the monthly cost of the employee’s health insurance premium as paid by the
District in the 12 month period leading up to the employee’s retirement. The District will make these
payments for five (5) years immediately following retirement. The District is only obligated to make
these payments if the retiree is not covered under another medical or hospitalization insurance plan.

B. Funding Policy

The required contribution is based on projected pay-as-you-go financing requirements, with
additional amounts to pre-fund benefits as determined annually by the District.
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

Note 10 - Other Post-Employment Benefits Plan (Cont'd)

C. Annual OPEB Cost and Net OPEB Obligation (Cont'd)

The District’s annual OPED cost (expense} is calculated based on annual required
contributions (ARC) of the District, an amount determined on an actuarially determined basis in
accordance with the parameters of GASB Statement Nos, 43 and 45. The ARC represents a level funding
that, if paid on an ongoing basis, is projected to cover normal costs each year and amortize any unfunded
actuarial liabilities (or funding excess) over a period not to exceed 30 years. The following table shows
the components of the District’s annual OPED cost for the year, the amount actually contributed to the
plan, and the changes in the District’s net OPEB obligation to the plan:

Annual required contribution § 698,953

Annual OPED cost (expense) 698,953
o Contributions made etc. {356.223)
L Increase in net OPEB obligation 342,730
= Net OPEB obligation - beginning of year 1,265,482

Net OPEB obligation - end of year $ 1608212

The District's annual OPEB cost, the percentage of annual OPEB cot contributed to the plan and
the net OPEB obligation for the year are as follows:

Percentage of

Fiscal Annual Employer Annual OPEB Net OPEB
Year Ended OPER Cost Contribution Cost Contributed Obligation
June 30, 2009 $ 814,087 $ 335,444 41.2% $ 478,643
June 30, 2010 $ 814,087 $ 365,641 44.9% $ 448,446
June 30, 2011 $ 709,277 $ 370,884 52.3% $ 338,393
June 30, 2012 % 698,953 $356,223 50.9% % 342,730

D. Funded Status and Funding Progress

As of July 1, 2010, the most recent actuarial valuation date, the plan was zero percent funded.
The actuarial accrued Hability for benefits as $8,350,093, and the actuarial value of assets was $0,
resulting in an unfunded actuarial accrued liability (UAAL) of $8,350,093.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of the occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject
to continual revision as actual results are compared with past expectations and new estimates are made
about the future.
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Charleroi Area School District
Notes to Financial Statements
June 30, 2012

E. Actuarial Methods and Assumptions

A summary of the actuarial assumptions used in the valuation is presented below:

Investment Return - The assumed rates used to discount obligations are as follows:

1. Non-Funded 4.000%

Salary Scale - None assumed

Retirement Rates - Teachers and administrators were assumed to retire immediately upon
attainment of 30 years of service.

Termination - Sarason T-3.

. Pre-retirement Mortality - RP-2000 Healthy Annuitant Mortality Table for males and females.

Post-retirement Mortality - RP-2000 Healthy Annuitant Mortality Table for males and females.

Rates of Disablement - Rates of disablement were not assumed.

Post-Disablement Mortality -Post-disablement mortality was not assumed in the valuation.

Administrative Expenses - None assumed.

Percent Married - 90% of future retirees were assumed to be married.

Age of Spouse - Female spouses were assumed to be 3 years younger than their male husbands.

Medical inflation - 9% in the first year gradually decreasing by 1% per year, to an ultimate rate of 5%.
year g & pery

ACTURIAL METHODS

Valuation of Obligations - The Entry Age Normal Method was used.

Valuation of Assets - Market value of assets was used.

Note 11 - Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and labilities and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenue and expenditures/expenses during the reporting period. Actual
results could differ from those estimates.
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Charleroi Area School District Exhibit 1]
Statement of Revenues, Expenditures
and Changes in Fund Balance
General Fund - Budget and Actual
Year Ended June 30, 2012
Variance With
Actual Final Budget
Budgeted Amounts (Budgetary) Positive
Original Final Basig) (Negative)
REVENUES
Local Sources $ 7,564,987 $ 7,564,987 $ 7.597.099 $ 32112
State Sources 11,319,946 11,319,946 11,321,740 1,764
Federal Sources 887.000 §87.6000 868.658 ( 18.342)
TOTAL REVENUES $ 19,771,933 $19,771,933 $19,787,497 $ 15,564
EXPENDITURES
Regular Programs 8,548,558 8,548,558 8,236,500 312,058
Special Programs 2,424,161 2,424,161 2,673,890 { 249729}
g Vocational Programs 627,719 627,719 627,718 I
5@% Other Instructional Programs 179,940 179,940 179,287 633
= Pupil Personnel Services 462,685 4062 685 600,475 { 137,790
Instructional Staff Services 202,812 202,812 204,510 ( 1,698}
Administrative Services 1,247.295 1,247,295 1,119,889 127,406
Pupil Health 161,736 161,736 242,583 { 80,847
Business Services 268,053 268,053 255,097 12,956
Operation and Maintenance of
Plant Services 1,517,170 1,517,170 1,471,874 45,296
Student Transportation Services 1,032,150 1,032,150 1,135,689 {  183,539)
Central & Other Support Services 414,611 414,611 307,458 107,153
Student Activities 347,167 347,167 350,455 { 3,288)
Community Services 8,000 8,000 3,000 5,060
Debt Service (Principal & Interest) 2,485,280 2,485,280 2.488.739 { 3459
TOTAL EXPENDITURES 19927337 19.927.337 19,897,164 30,173
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES ( 155,404) {  155,404) { 109,667 45737
OTHER FINANCING SOURCES (USES)
Transfers Out 0 0 0 0
TOTAL OTHER FINANCING
SOURCES (USES) 0 0 0 0
NET CHANGE IN FUND BALANCES $C 155404) ¢ 155.404) $( 109.667) &% 45,737
FUND BALANCE - BEGINNING OF YEAR 1,484,263
FUND BALANCE - END OF YEAR $.1,374,596

See Accompanying Notes
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SEALS & DeMILLION, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
314 FIFTH STREET
CHARLEROY, PENNSYLVANIA 15022

THOMAS M. DeMILLION, C.P.A. . . 724 483-3522
FAX 724 483-3663

Members of the Board

Charleroi Area School District

Washington County, Pennsylvania

Dear Members:

The reports contained in this single audit section are required in addition to the financial statements. The various
reports for Charleroi Area School District for the period ended June 30, 2012 were prepared to fulfill the

requirements of the Office of Management and Budget's Circular A-133. A summary of the reports are as follows:

A. Report on Compliance and on Internal Control Over Financial Reporting Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

B. Report on Compliance with Requirements Applicable to Each Major Program and Internal Control
Over Compliance in Accordance with OMB Circular A-133

C. Schedule of Findings and Questioned Costs
D. Schedule of Expenditures of Federal Awards
E. Management Letter (Issued Under Separate Cover)

F, List of Report Distribution

Respectfully submitted,

Certified Public Accountants
December 20, 2012
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Exhibit A

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Board
Charleroi Area School District
Washington County, Pennsylvania

Dear Members

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the apgregate remaining fund information of the Charleroi Area School District, as of and for the year
ended June 30, 2012, which collectively comprise the District's basic financial statements and have issued our
report thereon dated December 20, 2012. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the District is responsible for establishing and maintaining effective internal control over
financial reporting.

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

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

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses as defined
above,
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Members of the Board
Charlerci Area School District
Exhibit A

Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing

Standards.

We noted certain matters that we reported to management of the District in a separate letter dated December 21,
2012,

This report is intended solely for the information and use of the District and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

&

Lele ] et Y

Certified Public Accountants
December 20, 2012
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Exhibit B

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Members of the Board
Charlerot Area School District
Washington County, Pennsylvania

Dear Members:

Compliance

We have audited the compliance of Charleroi Area School District with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to cach of its major federal programs for the year ended June 30, 2012. The
District's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the
District's management. Qur responsibility is to express an opinion on the District's compliance based on our
audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
sued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements 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 the District's compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of the District's compliance with those requirements.

In our opinion, Charleroi Schools complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended June 30, 2012.
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Members of the Board
Charleroi Area School District
Exhibit B

Page 2

Internal Control Over Compliance

The management of Charleroi Area School District is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered the District's internal

§§ control over compliance with the requirements that could have a direct and material effect on a major

= federal program in order to determine our auditing procedures for the purpose of expressing our opinion
prog gp purpose. g p

on compliance and to test and report on internal control over compliance in accordance with OMB

-

Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the District's internal
control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis.

Our consideration of the internal control over 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 over
% compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
i identify any deficiencies in internal control over compliance that we consider to be material weaknesses as
defined above,

This report is intended solely for the information and use of management, others within the entity, and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

Respectfully submitted,

i‘? ff %}i I Xé?
WIZYEN wﬁ;ﬁ&gﬁ Veé

Certified Public Accountants
December 20, 2012
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Charleroi Area Schoo! District Exhibit C
Schedule of Findings and Questioned Costs
Year Ended June 30, 2012

A. Summary of Audit Results

The auditor's report expresses an unqualified opinion on the financial statements of
Chatleroi Area School District.

. No reportable conditions relating to the audit of the financial statements are reported

in these statements.

. No instances of noncompliance material to the financial statements of Charleroi Area

School District were disclosed during the audit.

. No reportable conditions relating to the audit of the major federal award programs

are reported in these financial statements.

. The auditor's report on compliance for the major federal award program for the Charleroi

Area School District expresses an unqualified opinion,

Audit findings relative to the major federal award programs for Charleroi Area School
District are reported in Part C of this Schedule.

. The programs tested as major programs are the Title 1 Grants to Local Educational Agencies —

84.010 (type A), Special Education Grants - 84,027 and Educational Technology State
Grants — 84.318 (type B).

The threshold for distinguishing Types A and B programs was $300,000.

9. Charleroi Area School District qualified as a high-risk auditee.

— B. Findings - Financiai Statements Audit

None

C. Findings and Questioned Costs - Major Federal Award Programs Audit

None
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Exhibit E

Charleroi Arez School District
List of Report Distribution
June 3§, 2012

3 Copies - Office of the Budget/Bureau of Audits
Division of Subrecipient Review
Bell Tower - Sixth Floor
303 Walnut Street
Harrisburg, Pennsylvania 17101

B

G

1 Copy - Federal Audit Clearinghouse
1201 East 10th Street
Jeffersonville, IN 47132
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