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INDEPENDENT AUDITOR'S REPORT

To the Board of School Directors
Governor Mifflin School District
Shillington, Pennsylvania

Report 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 Governor Mifflin School District, as of and for the year ended
June 30, 2018, and the related notes to the financial statements, which collectively comprise the District’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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 includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements thatare free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions 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 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 auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud 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
effectiveness 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 estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient 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, the business-type activities, each major fund, and the aggregate remaining fund
information of Governor Mifflin School District, as of June 30, 2018, and the respective changes in financial position and,

where applicable, cash flows thereof for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Succeed With Confidence 1



Z4 HERBEIN

Change in Accounting Principle

As described in Note 15 to the financial statements, effective July 1, 2017, the Governor Mifflin School District adopted new
accounting guidance, Governmental Accounting Standards Board Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. Our opinion is not modified with respect to this matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis, budgetary comparison schedule for the general fund, and pension and other postemployment benefit information
on pages 80 through 84 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Governor Mifflin School District’s basic financial statements. The individual fund financial statements are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not
a required part of the basic financial statements.

The individual fund financial statements and the schedule of expenditures of federal awards are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the individual fund financial statements and the schedule of expenditures of
federal awards are fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 12, 2018, 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 solely 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 the effectiveness of the District’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the District’s internal control over financial reporting and compliance.

Herbiden +W‘&}W.

Reading, Pennsylvania
November 12,2018

Succeed With Confidence 2



Management’s Discussion and Analysis (MD&A)

The following is a discussion and analysis of the Governor Mifflin School District’s annual
financial performance during the fiscal year ended June 30, 2018. The intent of this discussion
and analysis is to look at the financial performance as a whole; readers should also review the
financial statements and the notes to the basic financial statements to enhance their
understanding of the District’s financial performance.

Financial Highlights

District-wide revenue of $71.9 million exceeded expenditures of $71.7 million by $.2 million.
General revenues in the form of property and other taxes along with state subsidies and
investment earnings accounted for $56.2 million or 78% of all revenues. Program specific
revenues in the form of charges for services, grants and contributions totaled $15.7 million or
22% of total revenues. Instruction, instructional student support, and student transportation
expenses accounted for $51.3 million or 72% of total expenses. Operation and maintenance of
plant, administrative, financial support and other services totaled $20.4 million or 28% of total
expenses.

The Taxpayer Relief Act of 2006, or more commonly referred to as Act 1, subjects
Pennsylvania Public Schools to a real estate property base tax cap, or adjusted tax cap, if
applicable, annually. For fiscal year 2017-18, the District’s adjusted tax cap was 3%, or 0.81
mills. The District increased millage by .5 to 27.6 mills and therefore did not need to include
any exceptions approved by the Pennsylvania Department of Education.

Under the provisions of the Homestead Property Exclusion Program Act and the Taxpayer
Relief Act, the School Board passed the 2017-18 Homestead and Farmstead Exclusion
Resolution in June 2017 whereby County approved homestead and farmstead property
taxpayers received an assessment reduction on the July 1, 2017 real estate tax bills of $4,198
each, which resulted in a $116 tax reduction per homestead and farmstead. This property tax
reduction was the result of the District’s allocation of gambling tax funds as well as
Philadelphia tax credit reimbursement funds totaling $864,001.

Act 1 also requires each school district to offer homestead and farmstead property owners the
option of paying the flat rate of their real estate taxes in installments. Act 25 of 2011 broadened
the mandatory real estate tax installment option to include small business owners. The District
allows all District property owners to choose the installment option, in which three equal
installments are due July 31, September 15, and October 31. Approximately 5.2% of District
real estate homestead/farmstead eligible properties elected the installment method for the 2017-
18 fiscal year.



As a member of the Berks County School District Health Trust, the District experienced a 1.5%
increase in health insurance premiums over the prior year.

Salary increases during the 2017-18 school year were as follows: Governor Mifflin Education
Association, 2.6%; Act 93 Professionals, 2.5%, Act 93 Support, 2.5%, and AFSCME Support,
$.45/hr,

The required District contribution to the Pennsylvania School Employees Retirement System
(PSERS) increased from 30.03% to 32.57% for 2017-18, with additional rate increases
projected in future years. As of June 30, 2018, $1.25 million of the general fund balance is
committed by the School Board to be used toward future PSERS contribution increases.

Effective July 1, 2017, the District adopted Governmental Accounting Standards Board
Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions, to be in conformity with generally accepted accounting principles. Statement
No. 75 establishes standards for measuring and recognizing liabilities, deferred outflows of
resources, deferred inflows of resources, and expenditures in order to improve accounting and
financial reporting by governments for other postemployment benefit plans. The
implementation of the standard resulted in the District restating net position as of July 1, 2017
by ($7,231,528), as described in Note 15. At June 30, 2018, the District reported deferred
outflows of resources of $576,988, deferred inflows of resources of $311,000 and a liability of
$8,853,008 related to other postemployment benefit plans. The District does not fund this
liability, but rather pays for benefits as they become due.

GASB Statement No. 68, Accounting and Financial Reporting for Pensions and No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date, adopted by
the District a prior year, establishes standards for measuring and recognizing liabilities, deferred
outflows of resources, deferred inflows of resources, and expenditures in order to improve
accounting and financial reporting for pensions by governments and establishes standards for
recording and reporting contributions made to a defined benefit plan after the measurement date
of the government’s net pension liability. Pension expense recognized in the Statement of
Activities for the year ended June 30, 2018 totaled $11.4 million, with a District-wide net
pension liability of $109.3 million as of June 30, 2018 in the Statement of Net Position.
Deferred outflows of resources of $18 million and deferred inflows of resources of $3 million as
of June 30, 2018 related to the pension calculation in accordance with these GASB statements.



Overview of the Financial Statements

This annual report consists of three parts: (1) management’s discussion and analysis, (2) the basic financial
statements, and (3) required supplementary information. The basic financial statements include two kinds
of statements that present different views of the District.

The first two statements include two district-wide financial statements that provide both short-term and
long-term information about the District’s overall financial status. The remaining statements are the fund
financial statements that focus on individual parts of the District — reporting the District’s operations in
more detail than the district-wide statements. The governmental fund statements indicate how basic
services such as regular and special education were financed in the short term as well as indicate future
spending plans. Proprietary fund statements offer short-term and long-term financial information about the
activities the District operates like a business, such as food services. Fiduciary fund statements provide
information about the financial relationships in which the District acts solely as a trustee or agent for the
benefit of others, such as student activity funds and scholarship funds.

The financial statements also include notes that explain some of the information in the statements, as well
as provide more detailed data. The statements are followed by a section of required supplementary
information that further explains and supports the financial statements with a comparison of the District’s
budget for the year. Figure 1 shows how the various parts of this annual report are arranged and related to
one another.

Figure 1
Organization of the Governor Mifflin School District Annual Financial Report
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Figure 2 summarizes the major features of the District’s financial statements including the portion of
the District activity they cover and the types of information they contain. The remainder of this

overview section of management’s discussion and analysis highlights the structure and contents of each

of the statements.

Figure 2
Major Features of the District-Wide and Fund Financial Statements
District-Wide Fund Financial Statements
Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire District Activities of the District Activities the Instances in which
(except fiduciary | that are not proprietary or District operates the District
funds) fiduciary, such as general similar to private administers
operating and capital businesses, such as | resources on behalf
projects food services of someone else,
such as scholarship
programs and
student activities
monies
Required o Statementof | e Balance sheet e Statement of e Statement of
financial net position e Statement of net position net position
statements e Statement of revenues, o Statement of e Statement of
activities expenditures, and revenues, changes in net
changes in fund expenses and position
balances changes in net
position
o Statement of
cash flows
Accounting | Accrual Modified accrual Accrual accounting | Accrual accounting
basis and accounting and accounting and current and economic and economic
measurement | economic financial focus resources focus resources focus
focus resources focus
Type of All assets and Generally, assets expected | All assets and All assets and
asset/liability | liabilities, both to be used up and liabilities | liabilities, both liabilities, both
information | financial and that come due during the financial and current and
capital, current year or soon thereafter; no capital, current and | noncurrent; funds
and noncurrent, capital assets or noncurrent | noncurrent do not currently
and deferred liabilities included contain capital
inflows and assets, although
outflows of they can
resources
Type of All revenues and | Revenues for which cash is | All revenues and All additions and
inflow/ expenses during | received during or soon expenses during the | deductions during
outflow year, regardless | after the end of the year; year, regardless of | the year, regardless
information | of when cash is expenditures when goods or | when cash is of when cash is
received or paid | services have been received | received or paid received or paid
and the related liability is
due and payable




District-Wide Statements

The district-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies.

The Statement of Net Position presents all of the District’s assets and liabilities, deferred inflows and
outflows of resources with the difference reported as “net position.” Over time, increases and decreases in
net position measure whether the District’s financial condition is improving or deteriorating.

The Statement of Activities presents information showing how the District’s net position changed during
the year. All changes in net position are reported as soon as the underlying events giving rise to the change
occur, regardless of the timing of related cash flows. Therefore, revenues and expenses are reported in
these statements for some events that will result in cash flows in future periods: uncollected taxes, accrued
interest expense, retirement incentives, and unused sick leave.

Both statements report two activities:

e Governmental Activities — Most of the District’s basic services such as regular and special
education, maintenance and operation of plant services are reported under this category. Taxes,
state subsidies, and state and federal grants generally finance these programs.

e Business-Type Activities — The District charges fees to cover the costs of business-type services it
provides. For food service operations these consist of charges for meal purchases, federal and state
subsidies and in-district catering.

Fund Financial Statements

The fund financial statements provide more detailed information about the major individual funds of the
District. A fund is a fiscal and accounting entity with a self-balancing set of accounts used to keep track of
specific sources of funding and spending for particular programs. The District’s funds are divided into
three categories — (1) governmental, (2) proprietary, and (3) fiduciary.

e Governmental Funds — Most of the District’s basic services are included in governmental funds that
focus on how money flows into and out of these funds and the balances left at the year-end for
future spending. The governmental fund financial statements provide a detailed short-term view of
the general operations and the basic services provided and provide some direction as to whether
there will be more or fewer resources that can be spent in the near future to finance the District’s
programs.

Because this information does not encompass the additional long-term focus of the district-wide
statements, an explanation of the relationship (and differences) between the fund statements and
district-wide statements is provided on the reconciliations following the fund statements.

e Proprietary Funds (Enterprise) — Services for which the District charges a fee are generally reported
in the proprietary fund and utilize the accrual accounting method — the same method used by private
sector businesses.



e Fiduciary Funds — The District acts as a trustee or fiduciary for assets that belong to others, such as
scholarship funds or student activities funds. The District is responsible for ensuring that the assets
reported in these funds are used only for the intended purposes and by those to whom the assets
belong. These activities are excluded from the District-wide financial statements since these assets
cannot be used to finance the District’s operations.

Financial Analysis of the District as a Whole

The Statement of Net Position contains information about what the District owns, owes, i.e., assets,
liabilities, deferred inflows and outflows of resources and the remaining financial position. Figure 3
shows a comparative summary of the District’s net position for the fiscal years ended June 30, 2017
and June 30, 2018.

Figure 3
Condensed Statements of Net Position

Fiscal Years Ended June 30, 2017 and June 30, 2018

Governmental Business-Type
Activities Activities Total
2017 2018 2017 2018 2017 2018
Current and other assets $ 22,845889 $ 24,514,761 $ 384,983 $ 462,377 $ 23,230,872 $ 24,977,138
Capital assets 78,866,536 75,484,417 195,082 192,818 79,061,618 75,677,235
Total Assets 101,712,425 99,999,178 580,065 655,195 102,292,490 100,654,373
Deferred Outflows of Resources 21,056,391 18,405,700 534,674 458,852 21,591,065 18,864,552
Current liabilities 12,019,391 12,813,111 47,428 49,358 12,066,819 12,862,469
Noncurrent liabilities 171,586,241 171,423,569 2,933,510 2,920,910 174,519,751 174,344,479
Total Liabilities 183,605,632 184,236,680 2,980,938 2,970,268 186,586,570 187,206,948
Deferred Inflows of Resources 1,267,526 3,129,467 24,474 226,020 1,292,000 3,355,487
Net Investment in Capital Assets 14,558,801 20,368,705 195,082 192,818 14,753,883 20,561,523
Restricted for Capital Projects 7,341,109 8,347,533 - - 7,341,109 8,347,533
Unrestricted (Deficit) (84,004,252) (97,677,507) (2,085,755) (2,275,059) (86,090,007) (99,952,566)

Total Net Position (Deficit) ~$_ (62,104,342) $_ (68,961,269) _$ (1,890,673)  (2,082,241) $ (63,995,015) $ (71,043,510)

Total assets decreased by $1.6 million from the prior year primarily due to the increase of cash and
investments of $1.3 million and the increase of receivables of $.5 million less a $3.4 million decrease of
net capital assets. Deferred outflows of resources decreased by $2.7 million due to a $3.3 million
decrease in deferred pension and an increase in deferred outflows for other postemployment benefits of
$.6 million. The overall increase in liabilities of $.6 million is primarily the result of a $3.1 million
decrease in net pension liability related to GASB Statements No. 68 and No. 71, a $7.5 million increase
in postemployment benefit other than pension obligations related to GASB Statement No. 75, $1
million of net increase in other current liabilities, and a net decrease of bond and notes payable of $4.8
million. Deferred inflows of resources increased over the prior year by $2 million related to an increase
of $1.7 million for pension and an increase of $.3 million for postemployment benefits.



District-wide revenue exceeded expenses by $.2 million, which effectively decreased the net deficit for
the year ended June 30, 2018. Governmental activities’ net deficit decreased by $0.1 million from the
combined result of a $.6 million increase in expenses net of a $1.8 million increase in revenue
generated from increases in real estate taxes and other taxes and operating grants and contributions. Net
deficit in business-type activities decreased by $0.04 million from the prior year, as a result of the net
income of the food service fund.

The results of operations for the fiscal year ended June 30, 2018 as a whole are reported in the
Statement of Activities. Figure 4 is a comparative summary of changes in net position for the years
ending June 30, 2017 and June 30, 2018.

Revenues are defined as either program or general revenues. Program revenues are generated by the
services themselves or provided externally for use in a particular function. Program revenues reduce
the net expense to the public. Program revenues are categorized as charges for services, operating
grants and contributions and capital grants and contributions. General revenues include the basic
education subsidy provided by the State of Pennsylvania, local taxes assessed to community taxpayers,
and other general revenues the District uses to finance the total net cost of programs. District-wide
revenues totaled $71.9 million, an increase of $1.9 million or 3% over the prior year, of which
governmental activities’ revenue increased by $1.8 million while business-type activities’ revenue
increased by $0.1 million. Figure 5 depicts the 2017-18 sources of revenues as of percentage of
district-wide revenues.

District-wide expenses are categorized into six major activities: instruction, instructional student
support, administrative and financial support services, operation and maintenance of plant services,
pupil transportation, and other. Figure 6 presents these categories of expenditures as a percentage of
2017-18 district-wide expenses. District-wide expenses totaled $71.7 million, an increase of $0.5
million or 0.7% over the prior year, primarily due to salary increases.



Figure 4

Changes in Net Position from Operating Results

Revenues
Program Revenues
Charges for services
Operating grants and
contributions
Capital grants and
contributions
General Revenues
Property taxes and other
taxes levied for general
purposes
Grants, Subsidies, and
Contributions Not Restricted
Other
Total Revenues

Expenses
Instruction
Instructional student support
Administrative and financial
support services
Operation and maintenance
of plant services
Pupil transportation
Other
Total Expense

Change in Net Position
Beginning Net Position

Restatement of Net Position
Related to GASB No. 75
Ending Net Position

Fiscal Years Ended June 30, 2017 and June 30, 2018

Governmental Business-Type
Activities Activities Total

2017 2018 2017 2018 2017 2018
$ 384,333  $ 481,450 $ 999,155 $ 995860 $ 1,383,488 $ 1,477,310
10,885,125 11,418,788 1,392,809 1,481,458 12,277,934 12,900,246
974,245 1,306,515 - - 974,245 1,306,515
48,737,332 49,259,686 - - 48,737,332 49,259,686
6,329,884 6,380,640 - - 6,329,884 6,380,640
337,259 577,031 2,428 4,676 339,687 581,707
67,648,178 69,424,110 2,394,392 2,481,994 70,042,570 71,906,104
42,450,232 42,709,496 - - 42,450,232 42,709,496
6,123,746 6,156,777 - - 6,123,746 6,156,777
5,618,628 5,505,129 - - 5,618,628 5,505,129
8,270,100 8,284,731 - - 8,270,100 8,284,731
2,351,326 2,459,744 - - 2,351,326 2,459,744
3,868,254 4,168,956 2,519,697 2,438,238 6,387,951 6,607,194
68,682,286 69,284,833 2,519,697 2,438,238 71,201,983 71,723,071
(1,034,108) 139,277 (125,305) 43,756 (1,159,413) 183,033
(61,070,234) (69,100,546) (1,765,368) (2,125,997) (62,835,602) (71,226,543)
(6,996,204) - (235,324) - (7,231,528) -
$ (69,100,546) $ (68,961,269) $ (2,125997) $ (2,082,241) $ (71,226,543) $ (71,043,510)
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Figure 5
Sources of District-Wide Revenues for Fiscal Year 2018

Charges for

L Services & Other
Grants, Subsidies 20,

and Contributions
Not Restricted
9%
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General Purposes
71%
Figure 6
District-Wide Expenses for Fiscal Year 2018
Administrative & _
Financial Support Pupil
Services Transportation
8% 3%

Operation &
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12%
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9%
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62%
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Figure 7 represents the cost of six major District governmental activities: instruction, instructional
student support, administrative and financial support services, operation and maintenance of plant
services, pupil transportation, and other. The table also shows each activity’s net cost (total cost less
fees generated by the activities and governmental aid provided for specific programs). For the year
ended, June 30, 2018, general revenue supported 81% of governmental activities’ costs, and program
revenue supported 19% of governmental activities’ costs.

Figure 7
Net Cost of Governmental Activities

Fiscal Years Ended June 30, 2017 and June 30, 2018

Total Cost Net Cost
of Services of Services
2017 2018 2017 2018
Instruction $42,450,232 $42,709,496 $34,226,834 $33,998,518
Instructional Student Support 6,123,746 6,156,777 5,637,861 5,645,874
Administrative and Financial
Support Services 5,618,628 5,505,129 5,026,221 4,891,964
Operation and Maintenance
of Plant Services 8,270,100 8,284,731 7,667,762 7,651,542
Pupil Transportation 2,351,326 2,459,744 1,373,789 1,476,903
Other 3,868,254 4,168,956 2,506,116 2,413,279
Total $68,682,286 $69,284,833 $56,438,583 $56,078,080

Figure 8 represents the total cost and net cost (income) of services in the District’s business-type
activities. Program revenue supported 103% of food services activities for the year ended June 30,
2018.

Figure 8
Net Cost (Income) of Business-Type Activities

Fiscal Years Ended June 30, 2017 and June 30, 2018

Total Cost Net Cost (Income)
of Services of Services
2017 2018 2017 2018
Food Services $ 2,495,787 $ 2,414,699 $ 103,823 $ (62,619)

12



Financial Analysis of the District’s Funds

The District’s governmental funds include the general fund, capital projects fund, and debt service
fund. Figure 9 details the current and prior year end fund balances and change therein for the fiscal
year ended June 30, 2018.

Figure 9
Fund Balances
For Fiscal Years Ended June 30, 2017 and June 30, 2018

Increase

Fund Balance (Decrease)
2017 2018
General Fund $ 7,088,076 $ 7,088,076 $ -
Capital Projects Fund 7,341,109 8,347,533 1,006,424
Debt Senice Fund
Total $ 14,429,185 $ 15,435,609 $ 1,006,424

The District’s governmental funds reported combined fund balances as of June 30, 2018 of $15.4
million. The increase of $1 million compared to the prior year is due primarily to excess revenue in the
general fund that was then transferred to the capital projects fund.

In accordance with GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, fund balances are required to be classified into the following categories—nonspendable,
restricted, committed, assigned and unassigned. As of June 30, 2018, general fund balance of $7.09
million consisted of $1.25 million in committed fund balance for anticipated increases in PSERS
contributions, $0.79 million in assigned fund balance which represents the 2018-19 budgeted deficit,
$.02 in nonspendable fund balance which represents prepaid expenses, and unassigned fund balance of
$5.03 million. The capital projects fund had $8.4 million in restricted fund balance, consisting
primarily of reserve funds for capital expenditures.

Governmental Funds’ Revenues and Expenditures

In the Statement of Revenues, Expenditures, and Changes in Fund Balances Governmental Funds, for
the year ended June 30, 2018, total revenues of $69.4 million are comprised of local revenues of 72%
with state and federal revenues contributing 27% and 1%, respectively. Expenditures of governmental
funds totaling $68.4 million are categorized as current (instructional, support and operation of
noninstructional services) representing 91% of the total, with debt service comprising 9% of total
expenditures. Other Financing Sources (Uses) of $0.02 million consists of net transfers in. Figures 10
and 11 depict the percentages of total governmental revenue and expenditure categories for the fiscal
year 2017-18.

13



Figure 10
Sources of Governmental Funds’ Revenues for Fiscal Year 2018

Federal Sources
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Local Sources
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Figure 11
Governmental Funds’ Expenditures for Fiscal Year 2018
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Capital Assets and Debt Administration

Capital Assets

In total, net capital assets decreased $3.4 million as a result of $.5 million of net capital additions
related to land improvements, building improvements, and new machinery and equipment, and current
year depreciation of $3.9 million.

Figure 12
Capital Assets (net of depreciation)

Fiscal Years Ended June 30, 2017 and June 30, 2018

Governmental Business-Type
Activities Activities Total
2017 2018 2017 2018 2017 2018

Land $ 14,780,338 $ 14,780,338 $ - $ - $ 14,780,338 $ 14,780,338

Site Improvements 1,264,312 1,018,541 - - 1,264,312 1,018,541
Building and Building

Improvements 59,603,053 56,884,237 - - 59,603,053 56,884,237

Machinery and Equipment 3,218,833 2,801,301 195,082 192,818 3,413,915 2,994,119

Total $ 78,866,536 $ 75484417 $ 195082 $ 192,818 $ 79,061,618 $ 75,677,235

Long-term Debt

Outstanding long-term debt totaling $60.0 million as of June 30, 2018, consists of general obligation
bonds of $56.7 million with varying maturities through year 2029, bond premiums of $3.3 million.
Principal payments totaled $4.3 million during the fiscal year, with interest payments totaling $1.8
million.

Figure 13
Outstanding Long-Term Debt

For Fiscal Years Ended June 30, 2017 and June 30, 2018

Total Change
2017 2018
General Obligation Bonds & Notes $ 60,940,000 $ 56,680,000 $  (4,260,000)
Bond Premiums 3,616,724 3,268,864 (347,860)
Total $ 64,556,724 $ 59,948,864 $ (4,607,860)
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Factors Bearing on the District’s Future

At the time these financial statements were prepared and audited, the District was aware of the
following circumstances that may affect its future financial growth.

e Under Act 1, Pennsylvania Public Schools are subject to a real estate property base tax cap of
2.4% for fiscal years 2018-19 and 2.3% for 2019-20. Due to the District’s aid ratio exceeding
0.4 for both the 2018-19 and the 2019-20 fiscal years, the District’s millage is limited to a 2.9%
and a 2.8% increase, respectively. The District’s 2018-19 millage of 28.1 represented a 1.8%
increase. The District’s 2019-20 millage is limited to 28.89 mills. If the District anticipates the
need to exceed the cap, it must have exceptions approved through the courts or the Pennsylvania
Department of Education or seek voter approval. The adoption of the preliminary budget or a
resolution stating that the District will not raise the millage by more than the Act 1 index is due
in February 2019.

e The District’s collective bargaining agreement with the Governor Mifflin Education Association
expires June 30, 2019 and the District will begin mandatory bargaining in January 2019.

e The District’s collective bargaining agreement with AFSCME for support personnel is effective
for July 1, 2018 through June 30, 2021.

e The required District contribution to the Pennsylvania School Employees Retirement System
increased from 32.57% to 33.43% for 2018-19 with rate increases projected in future years.
The District has committed approximately $1.25 million of fund balance as of June 30, 2018 in
the General Fund for future retirement contribution increases, with approximately $500
thousand budgeted to be used to balance the 2018-19 budget.

e Health Trust insurance premiums for 2018-19 increased by 9.25% over the prior year.
e The District will be required to implement the following new GASB Statements in future fiscal
years: Statement No. 84, Fiduciary Activities, and Statement No. 87, Leases. The District has

not yet completed the analysis necessary to estimate the financial statement impact of these new
pronouncements.
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Contacting the District’s Financial Management

This financial report is designed to provide the District’s citizens, taxpayers, customers, investors and
creditors with a general overview of the District’s finances and to demonstrate the District’s
accountability for the money it receives. If you have any questions about this report or need additional
financial information, contact the Office of the Chief Financial Officer, Governor Mifflin School
District, 10 S. Waverly St, Shillington PA 19607.
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GOVERNOR MIFFLIN SCHOOL DISTRICT

STATEMENT OF NET POSITION

June 30, 2018
Business-
Governmental Type
Activities Activities Total
ASSETS
Cash and Investments S 19,807,164 S 386,355 S 20,193,519
Taxes Receivable, Net 1,729,900 - 1,729,900
Internal Balances (3,277) 3,277 -
Intergovernmental Receivables 2,860,042 35,729 2,895,771
Other Receivables 103,353 942 104,295
Inventories - 36,074 36,074
Prepaid Expenses 17,579 - 17,579
Capital Assets Not Being Depreciated 14,780,338 - 14,780,338
Capital Assets, Net of Accumulated Depreciation 60,704,079 192,818 60,896,897
TOTAL ASSETS 99,999,178 655,195 100,654,373
DEFERRED OUTFLOWS OF RESOURCES
Deferred Charge on Bond Refunding 223,152 - 223,152
Deferred Outflows of Resources for Pension 17,618,997 445,415 18,064,412
Deferred Outflows of Resources for Other Postemployment
Benefits - Health Insurance Premium Assistance Program 246,391 5,845 252,236
Deferred Outflows of Resources for Other Postemployment
Benefits - District Plan 317,160 7,592 324,752
TOTAL DEFERRED OUTFLOWS OF RESOURCES 18,405,700 458,852 18,864,552
LIABILITIES
Accounts Payable 1,034,453 1,822 1,036,275
Accrued Interest 446,285 - 446,285
Accrued Salaries and Benefits 6,669,069 2,729 6,671,798
Unearned Revenues 23,119 44,807 67,926
Noncurrent Liabilities Due Within One Year 4,640,185 - 4,640,185
Noncurrent Liabilities:
Bonds and Notes Payable, Net 55,483,864 - 55,483,864
Long-Term Portion of Compensated Absences 538,035 - 538,035
Long-Term Portion of Retirement Severances 167,572 - 167,572
Long-Term Portion of Early Retirement Incentives 5,000 - 5,000
Net Pension Liability 106,619,223 2,677,777 109,297,000
Net Other Postemployment Benefit Obligation - Health
Insurance Premium Assistance Program 4,370,123 138,877 4,509,000
Total Other Postemployment Benefit Obligation - District Plan 4,239,752 104,256 4,344,008
TOTAL LIABILITIES 184,236,680 2,970,268 187,206,948
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows of Resources for Pension 2,828,046 216,441 3,044,487
Deferred Inflows of Resources for Other Postemployment
Benefits - Health Insurance Premium Assistance Program 301,421 9,579 311,000
TOTAL DEFERRED INFLOWS OF RESOURCES 3,129,467 226,020 3,355,487
NET POSITION
Net Investment in Capital Assets 20,368,705 192,818 20,561,523
Restricted for Capital Projects 8,347,533 - 8,347,533
Unrestricted (Deficit) (97,677,507) (2,275,059) (99,952,566)

TOTAL NET POSITION (DEFICIT)  $ (68,961,269) S (2,082,241) $ (71,043,510)

See accompanying notes. 18



GOVERNOR MIFFLIN SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2018

Net (Expense) Revenue and

Program Revenue Changes in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental Activities:
Instructional Services:
Regular Programs - Elementary/Secondary $ 28,894,529 $ - 4,292,903 S - $ (24,601,626) S - $  (24,601,626)
Special Programs - Elementary/Secondary 11,599,898 - 4,062,294 - (7,537,604) - (7,537,604)
Vocational Education 1,943,504 - 78,448 - (1,865,056) - (1,865,056)
Other Instructional Programs - Elementary/Secondary 79,405 87,083 3,902 - 11,580 - 11,580
Nonpublic School Programs 18,971 - 12,733 - (6,238) - (6,238)
Pre-Kindergarten 173,189 - 173,615 - 426 - 426
Total Instructional Services 42,709,496 87,083 8,623,895 - (33,998,518) - (33,998,518)
Support Services:
Students 2,373,929 - 268,425 - (2,105,504) - (2,105,504)
Instructional Staff 3,782,848 - 242,478 - (3,540,370) - (3,540,370)
Administration 3,773,823 - 388,925 - (3,384,898) - (3,384,898)
Pupil Health 558,022 - 127,204 - (430,818) - (430,818)
Business 1,173,284 - 97,036 - (1,076,248) - (1,076,248)
Operation and Maintenance of Plant Services 8,284,731 203,834 429,355 - (7,651,542) - (7,651,542)
Student Transportation Services 2,459,744 - 982,841 - (1,476,903) - (1,476,903)
Central 754,131 - 74,360 - (679,771) - (679,771)
Other Support Services 56,088 - - - (56,088) - (56,088)
Total Support Services 23,216,600 203,834 2,610,624 R (20,402,142) - (20,402,142)
Operation of Noninstructional Services:
Student Activities 1,670,025 190,533 175,866 - (1,303,626) - (1,303,626)
Community Services 183,386 - 8,403 - (174,983) - (174,983)
Interest on Long-Term Debt 1,505,326 - - 1,306,515 (198,811) - (198,811)
Total Noninstructional Services 3,358,737 190,533 184,269 1,306,515 (1,677,420) - (1,677,420)
Total Governmental Activities 69,284,833 481,450 11,418,788 1,306,515 (56,078,080) - (56,078,080)
Business-Type Activities:
Food Services 2,414,699 995,860 1,481,458 - - 62,619 62,619
Total Primary Government $ 71,699,532 $ 1,477,310 $ 12,900,246 $ 1,306,515 (56,078,080) 62,619 (56,015,461)
General Revenues
Taxes:
Property Taxes 43,708,136 - 43,708,136
Public Utility Realty, Earned Income, and Mercantile Tay 5,551,550 - 5,551,550
Grants, Subsidies, and Contributions Not Restricted for a Specific Program 6,380,640 - 6,380,640
Investment Earnings 500,904 4,676 505,580
Miscellaneous Revenue 52,588 - 52,588
Transfers 23,539 (23,539) -
Total General Revenues and Transfers 56,217,357 (18,863) 56,198,494
Change in Net Position 139,277 43,756 183,033
Net Position (Deficit) - Beginning of Year - Restated (69,100,546) (2,125,997) (71,226,543)
Net Position (Deficit) - End of Year S (68,961,269) S  (2,082,241) S (71,043,510)
See accompanying notes. 19



GOVERNOR MIFFLIN SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2018
Total
Capital Debt Governmental
General Projects Service Funds
ASSETS
Cash and Investments S 12,826,050 S 6,981,114 $ 19,807,164
Taxes Receivable 1,753,927 - 1,753,927
Interfund Receivables - 1,371,449 1,371,449
Intergovernmental Receivables 2,860,042 - 2,860,042
Other Receivables 103,353 - 103,353
Prepaid Expenditures 17,579 - 17,579
TOTAL ASSETS $ 17,560,951 S 8,352,563 S 25,913,514
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES
LIABILITIES
Interfund Payables S 1,374,787 S - S 1,374,787
Accounts Payable 1,029,362 5,030 1,034,392
Accrued Salaries and Benefits 6,844,254 - 6,844,254
Unearned Revenues 23,119 - 23,119
TOTAL LIABILITIES 9,271,522 5,030 9,276,552
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Property Taxes 1,201,353 - 1,201,353
FUND BALANCES
Nonspendable 17,579 - 17,579
Restricted - 8,347,533 8,347,533
Committed for:

Retirement 1,250,000 - 1,250,000
Assigned 793,960 - 793,960
Unassigned 5,026,537 - 5,026,537

TOTAL FUND BALANCES 7,088,076 8,347,533 15,435,609
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES $ 17,560,951 S 8,352,563 $ 25,913,514

See accompanying notes.
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GOVERNOR MIFFLIN SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
GOVERNMENT-WIDE STATEMENT OF NET POSITION

June 30, 2018

Amounts reported for governmental activities in the statement of net position are different because:
TOTAL FUND BALANCES - GOVERNMENTAL FUNDS S 15,435,609

Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in
governmental funds. The cost of the assets is $135,046,664 and
the accumulated depreciation is $59,562,247. 75,484,417

Property and other taxes receivable will be collected this year, but
are not available soon enough to pay for the current period's
expenditures, and therefore are reported as unavailable revenue
in the funds adjusted for allowance for doubtful accounts. 1,177,326

The net pension liability and related deferred outflows and inflows

of resources for pensions are not reflected on the fund financial
statements. (91,828,272)

The other postemployment benefit obligations and related
deferred outflows and inflows of resources for other
postemployment benefits are not reflected on the fund financial
statements. (8,347,745)

Long-term liabilities, including bonds and notes payable, are not
due and payable in the current period and therefore are not
reported as liabilities in the funds. Long-term liabilities at year
end consist of:

Bonds and Notes Payable S (56,680,000)

Accrued Interest on Bonds (446,285)

Unamortized Bond Premium (3,268,864)

Deferred Charge on Bond Refunding 223,152

Long-Term Portion of Compensated Absences (538,035)

Long-Term Portion of Retirement Severances (167,572)

Long-Term Portion of Early Retirement Incentives (5,000) (60,882,604)
TOTAL NET POSITION (DEFICIT) - GOVERNMENTAL ACTIVITIES S (68,961,269)

See accompanying notes. 21



GOVERNOR MIFFLIN SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2018

REVENUES
Local Sources
State Sources
Federal Sources

TOTAL REVENUES

EXPENDITURES
Current:
Instructional Services
Support Services
Operation of Noninstructional Services
Debt Service:
Principal
Interest
Capital Outlay
Refund of Prior Year Revenue

TOTAL EXPENDITURES
EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers In
Transfers Out
Sale of Capital Assets

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING OF YEAR

FUND BALANCES - END OF YEAR

See accompanying notes.

Total
Capital Debt Governmental

General Projects Service Funds
$ 50,080,554 111,925 - S 50,192,479
18,289,514 - - 18,289,514
887,456 - - 887,456
69,257,524 111,925 - 69,369,449
40,879,622 - - 40,879,622
19,137,734 476,950 - 19,614,684
1,745,593 - - 1,745,593
- - 4,260,000 4,260,000
- - 1,870,125 1,870,125
14,430 - - 14,430
2,280 - - 2,280
61,779,659 476,950 6,130,125 68,386,734
7,477,865 (365,025) (6,130,125) 982,715
23,539 1,371,449 6,130,125 7,525,113
(7,501,574) - - (7,501,574)
170 - - 170
(7,477,865) 1,371,449 6,130,125 23,709
- 1,006,424 - 1,006,424
7,088,076 7,341,109 - 14,429,185
S 7,088,076 8,347,533 - S 15,435,609
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GOVERNOR MIFFLIN SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES TO THE
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2018

Amounts reported for governmental activities in the statement of activities are different because:
NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS S 1,006,424

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense.

Capital Outlays S 518,809
Less: Depreciation Expense (3,900,144)
Less: Loss on Transfer and Disposal (784) (3,382,119)

Because some property taxes will not be collected for several months after the
District's year end, they are not considered as "available" revenues in the
governmental funds. 30,952

Issuance of long-term debt (e.g., bonds) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds.

Repayment of Bond and Note Principal 4,260,000
Amortization of Bond Premium 347,860
Amortization of Deferred Charge on Bond Refunding (25,837) 4,582,023

Interest expense incurred on long-term debt in the statement of activities differs
from the amount reported in the governmental funds because interest is
recognized as an expenditure in the funds when it is due, and thus requires the use
of current financial resources. 42,776

In the statement of activities, certain operating expenses - compensated absences
(vacations and sick days), retirement severance, and early retirement incentives
are measured by the amounts earned during the year. (157,106)

The change in net pension liability and related deferred outflows and inflows of
resources for pension are reflected as an adjustment to expense on the statement
of activities, but not included in the fund statements. (1,906,658)

The change in other postemployment benefit obligations and related deferred
outflows and inflows of resources for other postemployment benefits are reflected
as an adjustment to expense on the statement of activities, but not included in the
fund statements. (77,015)

CHANGE IN NET POSITION (DEFICIT) OF GOVERNMENTAL ACTIVITIES S 139,277

See accompanying notes. 23



GOVERNOR MIFFLIN SCHOOL DISTRICT

STATEMENT OF NET POSITION
PROPRIETARY FUND

June 30, 2018

ASSETS

CURRENT ASSETS
Cash and Investments
Interfund Receivables
Intergovernmental Receivables
Other Receivables

Inventories
TOTAL CURRENT ASSETS
NONCURRENT ASSETS
Machinery and Equipment, Net
TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows of Resources for Pension
Deferred Outflows of Resources for Other Postemployment Benefits -
Health Insurance Premium Assistance Program
Deferred Outflows of Resources for Other Postemployment Benefits -
District Plan

TOTAL DEFERRED OUTFLOWS OF RESOURCES
LIABILITIES

CURRENT LIABILITIES
Accounts Payable
Accrued Salaries and Benefits
Unearned Revenues

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES
Net Pension Liability
Net Other Postemployment Benefits Obligation - Health Insurance
Premium Assistance Program
Total Other Postemployment Benefits Obligation - District Plan

TOTAL LIABILITIES
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows of Resources for Pension
Deferred Inflows of Resources for Other Postemployment Benefits -
Health Insurance Premium Assistance Program
TOTAL DEFERRED INFLOWS OF RESOURCES
NET POSITION
Investment in Capital Assets

Unrestricted (Deficit)

TOTAL NET POSITION (DEFICIT)

See accompanying notes.

Enterprise Fund

Food Service

S 386,355
3,277

35,729

942

36,074

462,377

192,818

655,195

445,415
5,845
7,592

458,852

1,822
2,729
44,807
49,358
2,677,777
138,877
104,256

2,970,268

216,441
9,579

226,020

192,818

(2,275,059)

$  (2,082,241)
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GOVERNOR MIFFLIN SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
PROPRIETARY FUND

For the Year Ended June 30, 2018

OPERATING REVENUES
Food Service Revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Salaries
Employee Benefits
GASB Statements No. 68 and No. 71 - Pension Expense
GASB Statement No. 75 - Other Postemployment Benefits Expense
Purchased Professional Services
Purchased Property Services
Other Purchased Services
Supplies
Depreciation
Other Operating Expenses

TOTAL OPERATING EXPENSES
OPERATING LOSS
NONOPERATING REVENUES
Earnings on Investments
State Sources
Federal Sources
TOTAL NONOPERATING REVENUES
INCOME BEFORE OPERATING TRANSFERS
TRANSFERS OUT
CHANGE IN NET POSITION

NET POSITION (DEFICIT) - BEGINNING OF YEAR - RESTATED

NET POSITION (DEFICIT) - END OF YEAR

See accompanying notes.

Enterprise Fund
Food Service

S 995,860

995,860

700,299
406,880
25,493
3,951
5,515
33,334
4,123
1,205,310
29,321
473

2,414,699

(1,418,839)

4,676
205,661
1,275,797

1,486,134

67,295

(23,539)

43,756

(2,125,997)

S (2,082,241)




GOVERNOR MIFFLIN SCHOOL DISTRICT

STATEMENT OF CASH FLOWS
PROPRIETARY FUND

For the Year Ended June 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Received from Users
Payments to Employees for Services
Payments to Suppliers for Goods and Services

NET CASH USED FOR OPERATING ACTIVITIES
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers to Other Funds
State Sources
Federal Sources

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchases of Equipment

CASH FLOWS FROM INVESTING ACTIVITIES
Earnings on Investments

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying notes.

Enterprise Fund
Food Service

$ 998,456
(1,105,389)
(1,074,872)

(1,181,805)

(23,539)
205,315
1,099,053

1,280,829

(18,339)

4,676

85,361

300,994

S 386,355
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GOVERNOR MIFFLIN SCHOOL DISTRICT

STATEMENT OF CASH FLOWS - CONTINUED
PRO