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November 15, 2012

Board of School Directors
Wallingford-Swarthmore School District
Wallingford, Pennsylvania

We have audited the accompanying financial siatements of the govemnmental aclivities, the business-type
activities, each major fund and the aggregale remaining fund information of Waliingford-Swarthmore
School District (the "District’), Wallingford, Pennsylvania, as of and for the year ended June 30, 201 2, which
coliectively comprise the District's bosic financial statements as listed in the table of contents. These
financial statements are the responsibility of Wallingford-Swarthmore School District's management. Cur
responsibilify is to express opinions on these financial statements based on our audlt. The porior year
summarized comparative information has been derived from the District's 2011 financial staternents and, in
our report dated October 31, 2011, we expressed an unqualified opinion on the financial statements of
the governmental activities, the business-type activities, each major fund and the aggregate remaining
fund information.

We conducted our auditin accordance with auditing standards generally accepted in the United Siates of
America and the standards applicable to financial qudits contained in Government Auditing Standards,
issued by the Comptrolier General of the United Stotes. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of materiqi
misstatement. An audit includes examining, on o 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 evalucating the overall financial statement
preseniation. We believe that our audit provides a reasonable basis for our opinions.

In our opinlon, the financlal statements referred to above present fairly, in all material respects, the
respective financlal position of the governmental activitles, the business-type activities, each major fund
and the aggregate remaining fund information of Wallingford-Swarthmore School District, Wallingford,
Pennsylvaniq, as of June 30, 2012, and ihe respective changes in ifs financial poslticn and ifs cash flows,
where applicable, thereof and the budgetary comparison for the general fund for the year ihen endedin
conformity with accounting principles generally accepted in the United Siates of America.

In accordance with Government Audifing Standards, we have also Issued our report dated November 15,
2012 on our consideration of Wallingford-Swarthmore School District's Infernal contro! over financlal
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matfers. The purpose of that report is fo describe the scope of our festing of internal
control over financial reporting and compliance and the results of that festing, and not fo provide an
opinion on the Internal control over financial reporting or on complicnce. That report is an infegral part of
an cudit performed In accordance with Government Audliting Standards and should be considered In
assessing the resulis of our audit.

BARBACANE
THORNTON
&COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
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Board of School Directors
Wallingford-Swarthmore School Dishict

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 through 15 be presented to supplement the basic financlol statements.
Such information, although not a port of the basic financial statements, Is required by the Governmenial
Accounting Standards Board, who considers If to be an essential part of financial reporting for placing the
basic financial statements in an appropricte operational, economic or histerical confext. We have
applied certain limited procadures o the required supplementary information in accordance with qudlfing
standards generally accepted in the United Slaies of America, which consisted of Inquirles 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 siatements, and other
knowledge we obfained during cur audlt of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limifed procedures do not provide us with
sufficient evidence o express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that coliectively
comprise Wallingtord-Swarthmore School Dishict's financial statements as a whole. The accompanying
Schedule of Expenditures of Federal Awards and Certain Slate Grants is presented for purposes of
addltional analysis as required by 1he t1.§. Office of Management and Budget Circular A-133, "Audits of
Siates, Local Governments and Nonprofit Organizations,” ond is not a required part of the finoncial
statements. The Schedule of Expenditures of Federatl Awards and Certain State Grants is the responsibility
of management and was derived from and relates directly 1o the underlying accounting and other
records used o prepare the financial statements. The information has been subjected o the audiiing
procedures applied in the audit of the financial statements and certain additionat procedures, including
compatring and reconclling such information directly fo the underlying accounting and other records used
fo prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United Siales of America. in
our opinion, the information is fairly stated in all material respects in relafion fo the financial slatements as

a whole.

&lmm,m 16 LLP

BARBACANE, THORNTON & COMPANY LLP



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED
JUNE 30, 2012

INTRODUCTION

The discussion and analysis of Waliingford-Swarthmore School District's {the “District”) financial
performance provides an overail review of the Disirict's financial activities for the fiscal year ended
June 30, 2012. The inlent of this discussion and analysis is to look at the District's financial
performance as a whole. Readers should aiso review the fransmittal letter, financial statements and
notes to the financial statements {o enhance their understanding of the Distict's financial

performance.

The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by
the Govemmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial
Statements -~ Monagement's Discussion and Analysis - for Stale and Local Governments issued June
1999. Cerlaln comparative information between the current year and the prior year is required fo be

presented in the MD&A.

FINANCIAL HIGHLIGHTS

The District's nef assets decreased by $3.2 million due to expenses associated with the termination of
the SWAP. The District was abie fo take advantage of favorable Intetest rates to refund many of iis
outstanding bond issues. This will decrease debt service requirements in future yvears. The aciual
results of operations in the general fund were consistent with the approved budget ond resulied in a
net decrease In fund balance of $111,372.

DATA ANALYSIS: THE BASIC FINANCIAL STATEMENT

Management's Discussion and Analysis Infroduces the District's basic financial siatements that consist
of a serles of financial siatements and notes fo those sfatements. These statements are organized so
that the reader, by considering the govemment-wide financicl statements, can understand the
Waillingford-Sswarthmore Schoo! District as an entire operating entity. The siatements then proceed fo
provide an increasingly detalled iook at specific financial activities.

The first two statements are government-wide financial statements — the Siatement of Net Assets and
the Statement of Activities. These provide both long-term and shor-ferm information about the

Disinict's overall financial status.

The remaining statements are fund financiai statements that focus on individual parts of the District's
operations in more detait than the entity-wide stafemenis. The govemmeniat funds stafements relole
how general District services were financed in the shorf ferm as well as what remains for future
spending. Proprietary fund statements offer short and long-term financial information about the
activities that the Dislict operates llke o business. These activities consist of our Food Sevice
opergtion. Fiduciary fund statements provide information about financial relationships where the
District acts solely as a frustee or agent for the benefit of others, 1o whom the resources in question

belong.



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)

JUNE 30, 2012

The financial statements also Include notes that explain some of the information in the financicl
statements and provide more detdiled data.

Figure A-2 summarizes the major features of the Disirict's financiat statements,
the District these cover and the types of information these contain. The re

including the portion of
mainder of this overview

section of management's discussion and anaiysis explains the structure and contents of each of the

statements.
Figure A-2
Major Features of Wallingford-Swarthmore School District’s
Government-wide and Fund Financial Statements
Fund Statements
Government-wide Governmental Proprietary Fiduciary
Statements Funds Funds Funds
Scope Entire District (except | The activities of the Activities the District | Instances in wiich the
fiduciary funds) District that are tot operates similar to District is the trustes
proprictary or ptivate business — or agent to someone
fiduciary, such as Food Services else’s resources —
educetion, Scholarship Funds
administration and
cOMMuNity services
Required financial Statement of net assets ; Balance sheet Statement of net assets | Statement of fiduciary
statements Statement of activities | Statement of revenues, | Statement of revenues, i net assets
expenditures, and expenses and changes | Statement of changes
changes in fund in net assets in fiduciary net assets
balance Statement of cash
flows
Accounting basis and | Accrual accounting Modified acerual Accroal accounting Accrual accounting
measurement focus and economic accounting and current | and economic and economie
resources focus finencial resources resources focus resources focus
focus
Type of assetflisbility | All assets and Only assets expected | All assets and Al agsets and
information [iabilities, both to be used up and lizbilities, both Habilities, both short-
financial and capital, liabilities that come financial and captal, term and long-term
and short-term and due during the year or | and short-tetm and
long-term soon thereafter; no long-term
capital assets inclnded
Type of inflow- All revenues and Revenues for which All revenues and All revenues and
outflow information expenses during year, | cash is received during | expenses during year, expenses during year,
regardless of when or soon after the end regardless of when regardless of when
cash is received or of the year; cash is received or cash is received or
peid expenditures when paid paid
goods or services have
been received and
payment is due during
the year or soon
thereafter




WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)
JUNE 30, 2012

ENTITY-WIDE REPORTING PROCESS:

The MDZA s only one of the required components of the District's financial sictements. Two
statements that provide comprehensive information about the entire District are the following:

Siatement of Net Assets - which identifies what kinds of assets the District owns, what debfts it owas and
the composition of the net assets that remain.

Stafement of Activities - Identifies the cosis of providing public school services and the resources
obtained to finance the services.

The basis of accounting used In these entity-wide statements is full accruat with an economic
tesources focus. Al assets and liabilitles, both financial and capital, and short-ferm and long-term are
presented. This basls of accounting takes Into account ait the current year's revenues and expenses
regardless of when cish is received or paid,

In the Stafement of Net Assefs and the Statement of Activities, the District is divided info two distinct
kinds of actlvities:

* Govemmental Activities - Most of the district's programs and services are reported here
including instruction, support services, operation and mainfenance of plant, pupil
transportation and extracuricular aclivities. Property taxes and state and federal subsidles
and grants finance most of these activities.

» Business-type Activities - The Districl operates a food service operation through a food
management company confract and charges fees fo staff and students to cover some of the
costs of the food service operation. State and federal breakfast and lunch programs further

subsidize the cost of operation.

DISTRICT FUND REPORTING:

Fund financial statements provide the next level of detail about q dishict's funds. These statements
focus on the Distric’s most signlficant funds. There are three kinds of fund financial statements —
govemmental, proprietary and fiduciary fundls.

Govermnmental funcs - The District's major govemmental funds are the general fund, caplial reserve
fund and caplal projects fund. These funds are reported using an accounting method called
modified accrual accounting, which measures cash and all other financial assets that can readily be
converted to cash. The govemmental fund statements include only shor-term information: the most
readily avallable assets and cunently due liabllities, and the resources that fiow into and out of a
school dishict during the year. Govemmental fund Information helps the reader determine whether
there are more or fewer financial resources that can be spent in the near future to finance the District's
programs. The relationship (or differences) belween govemmental activities {reporied in the
Statement of Net Assets and the Statement of Activities) and governmental funds is reconclied in the
financial statements,



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)
JUNE 30, 2012

Proprietary funds - These funds are used to account for the District activities that are similar to business
operations in the private sector; or where the reporting is on determining net Income, financiai
position, changes in financial position and a significant pottion of funding through user charges. The
School District's propriefary fund reporis the finances of the food services operation. This fund uses the
some basis of accounting s business-type actlvities; therefors, these statements will essentiatly motch
entity-wide stalement reporting of business-type actlvities we report in the entity-wide statemenis, but
providie more detaill and additional information, such as cash flows.

Fiduclary funds - The District Is the trustee, or fiduciary, for some scholarship funds. The District qlso Is
an agent for funds held on behalf of studenis of the District. All of the District's fiduciary activities are
reported in separate Statements of Fiduciary Net Assets. We exciude these activities rom the District's
other financial statement because the District cannot use these assets fo finance Its operations.

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT

The Stalement of Nel Assefs contalns information about what the Digtdet owns and owes, i.e,, assels
and fiabilities, and what is left ofter assets are used to safisfy liabilities. Net asseis on may serve over
fime as g useful Indicator of a government's financicl position. In the cose of the District, assets
exceeded liabilities by 527,506,104 as of June 30, 2012. Assets exceeded liabllities by $30,712,151
as of June 30, 2011.

A comparative analysis of fiscal years 2012 o 2011 follows:

Table 1
June 30, 2012 and 2011
Net Assets
Govemmental Activities Business-type Activities Totals
2012 2011 2012 2011 20142 2011

ASSETS:
Cuirent and other assets $ 23,280,157 $ 25,471,184 § 165,165 $ 102640 § 23445322 25,573,824
Capital assats 96,030,004 86,862,356 108,256 131,761 95,138,260 86,004,117
TOTAL ASSETS $ 119,310,164 $ 112,333,540 $ 273.5_2 T3 234;4_9_1_ $1 19,683,682 § 112.567@41
LIABILITIES:
Current liabilities $ 8,409,003 $ 5730313 $ 138,113 $ 113182 & 8547116 § 5,843,495
Long-term liabilites 83,530,462 76,012,205 - - 83,530,462 76,012,295
TOTAL LIABILITIES 91,939,465 81,742,608 138,113 113,182 92,077,578 81,855,790
NET ASSETS:
Invested in capital

aggels, not of debt 11,645,589 14,182,996 108,256 131,761 11,753,845 14,314,757
Capttal projects 8,642,365 8,841,334 - - 8,542,355 8,841,334
Unrestricted (defict) 7,182,752 7,566,602 27,152 (10,542) 7,208,904 7,556,080
TOTAL NET ASSETS 27,370,696 30,590,932 435,408 121,219 27,506,104 30,712,151
TOTAL LIABILITIES

AND NET ASSETS 3 118,310,161 $ 112,333,540 $ 273,521 $ 234,401 $ 116,583,682 § 112,667,041




WALLINGFORD-SWARTHMORE SCHQOL. DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED {(CONT’D)
JUNE 30, 2012

The largest portion of the District's total assets (80%) reflects Its Investment in capital gssets. The District
uses capital assets to provide services; consequently, these assets are not availabie for future
spending. Although the District's investment In its capltal assets s reported net of reigied debt, it
should be noted that the resources nesded to repay this debt must be provided from other sources,
since the caopikal assefs themselves cannot be used to liquidate these liabilities. The District's
investiment In capital assets net of related debt decreased by $2,560,912 as a result of the work in
progress and debt incurred for the addifion and renovations to the Wallingtord Elementary Schooi

{*WES"),

Unrestricted accumulated net assets represent resources to be used for unanficipated fluctuations in
expenses and/or revenues that can occur after the Board of School Directors approves an annual
budget. Such fluctuations can resulf in expenses thal are greater than current year revenues. At such
times, the District must rely on its accumulated fund balance (unrestricted accumulated net assels) to
make up the difference. Additionally, for cerkain calegories of expenses, the District may realize cost-
saving opportunities If it prepays these expenses. If these prepayments are greater than currently
reclized revenues, then the District must rely on ifs unrestricted accumulated net assets In order fo
redlize these savings. Finally, financial analysts view maintenance of adequate unrestricted
accumulated net assets as an important criterion when estabiishing the bond rating for a public

school district.

The results of this year's operations as a whole are reporied in the $tatement of Activities. Table 2is a
summary of changes In net assets for the years ended June 30, 2012 and 2011. Revenues cre
defined as either program or general revenues. Program revenues are generated by the services
themsslves or provided externally for use In a particular function. Program revenuss teduce the net
expense to the public. General revenues include the local faxes assessed to community taxpayers,
the Basic Education Subsidy provided by the Commonwealth of Pennsyivania, and other general
revenues the District uses fo finance the total net cost of programs,

Table 2
Fiscal Years Ended June 30, 2012 and 2011
Changes in Net Assets

Govemmental Activitles Business-type Activities Totals
2012 2011 2012 2011 2012 2011
REVENUES
Program Revenues:
Charges for services $ 342,001 $ 290,482 $ 894,615 $ 887377 § 1236608 § 1,177.858
Operating grants 6,556,849 8,885,752 362,126 272,208 6,908,074 7,227,958
Total Program Revenues 6,508,840 7,246,234 1,248,840 1,169,583 8,145,580 8,405,817
General Revenues:
Property and other taxes 81,174,798 60,398,513 - - 51,174,798 50,308,513
Grants and entitiements 4,893,674 4,453 075 - - 4,893,674 4,450,075
Other 458,016 811,491 ‘ - - 458,016 811,491
Total General Revenuas 56,526,488 55,669,078 - - 56,526,488 55,669,079
TOTAL REVENUES 63,425,428 62,915,313 1,248,640 1,159,583 64,672,068 64,074,898




WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)
JUNE 30, 2012

Table 2
Fiscal Years Ended June 30, 2012 and 2011
Changes in Net Assets

(continued) Govemnmental Activities Business-fype Activities Totals
2012 2011 2012 2011 2012 2011

EXPENSES
Program Expenses:
Instruction 38,742,930 37.654,343 - § 38,742,930 37,664,343
Instructional student support 5,016,495 4,957,389 - E 5,016,485 4,957,398
Administrative and financiat

support services 5,321,850 5,266,474 - - 5,321,850 5,266,474
Operation and maintenance

of plant services 4,676,843 4,997,353 - - 4,676,843 4,997,353
Pupil transportation 3,284,903 3,406,821 - 3,284,803 3,406,821
Student activities 1,232,860 1,208,375 - - 1,232,860 1,208,375
Community services 28 306 - - 28 306
Interest on long-ferm debt 3,861,775 2,880,058 . - 3,661,775 2,880,058
SWAP termination cost 4,693,000 - - - 4,693,000 -
Food sarvice - - 1,247,431 1,230,422 1,247,431 1,230,422
TOTAL EXPENSES 66,630,684 60,371,129 1,247,431 1,230,422 87,878,115 61,601,551
INCREASE (DECREASE) IN NET

ABSETS BEFORE TRANSFERS {3,205,256) 2,544,184 (791) {70,839} {3,206,047) 2,473,345
Transfers ' {14,980) (13,569) 14,980 13,568 - -
CHANGE IN NET ASSETS $(3,220236) § 2,530,615 § (14,189) § (57.270) $(3,206,047) §$ 2,473,345

Operating Grants decreased by $318,984 due to the reduction In state and federal subsiclies,
inciuding reductions in the PA Accountabliity Grant, ARRA and ACCESS, and offset by an incraase In
the state retirement subsidy. A 1.4% increase in the real estate tax millage was the reason for the
$776,285 Increase in properly and other taxes. The increase of $434,599 in Grants and Entilements
was due to the shift of federal funds from the ARRA subsidy in 2010-2011 to the Bosic Education
Subsidy In 2011-2012.

Tolal expenses for all categories increased by $6.3 million in 2011-2012. instruction expensas
increased by $1.1 million over 2010-2011. Saiaries and beneiits comptised a large porlion of the
expenses increase, os they Increased by 4.24%, or approximately $1.5 million over 2010-2011. The
Pennsylvania Stale Employees’ Retirement Sysiem rate increased from 5.64% to 8.45%. Opergation
and maintenance of plani services expenses decreased by $320,510 due to the decrease in fhe cost
of ufilites. The Increase In interest on long-term debt of §781,717 was caused by the Issuance of new
debl, Series B of 2011, for the WES addition and renovation project. There was a one-fime cost to
terminate the SWAP of $4.7 million.

The tables on the following page present the expenses of both the Govemnmental Activitles and the
Business-Type Activifies of the District.
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)
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Table 3 shows the District's eight largest functions - instructional programs, instructional student support,
administrative, operation cend maintencnce of plont, pupll transporiation, student activities,
community services, and interest long-ferm debt as well as each program's net cos! {lotal cost less
revenues generated by the aclivifles). This table also shows the net costs offset by the other
unrestricted grants, subsides and contributions to show the remaining financlal needs supported by
local taxes and other miscallanecus revenues.

Table 3
Flscal Years Ended June 30, 2012 and 2011
Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of
Services 2012 Services 2012 Services 2011 Services 2011

{nstruction § 38,742,930 § 34,252,614 $ 37,654,343 $ 32,659,650
Instructional student support 5,016,485 4,687,672 4,957,300 4,595,161
Administrative and financial support services 5,321,850 5,096,330 5,266,474 5,083,708
Operation and maintenance of plant services 4,676,843 4,477,784 4,897,353 4,823,840
Pupli transportation 3,284,803 2,476,950 3,408,821 2,596,205
Student activities 1,232,860 1,127,281 1,208,375 1,108,472
Community services 28 (173,779) 3oe (162,557)
Interest on long-term debt 3,861,775 3,093,802 2,880,058 2,422,227
SWAP termination cost 4,693,000 4,693,000 - -
Total Expenses $ 66,630,684 58,731,744 § 60,371,129 63,124,895

Less:

Unrestricted grants, subsidies 4,893,674 4,459,075

TOTAL NEEDS FROM LOCAL TAXES AND
OTHER REVENUES $ 54,838,070 $ 48,685,820
—————s Ty B e e oan

The following table reflects the activifies of the Food Service program, the only Business-type aclivity of
the District.

Table 3A
Business-type Activities

Total Cost of Net {Revenue) Total Cost of Net (Revenue)

Services Expense Services Expense
201,_2r 2042 2011 2011
Change in Net Assets - Food Service $ 1,247,431 % 791 $ 1,230,422 5§ 70,839
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)
JUNE 30, 2012

The food services operation is run by ARAMARK Educational Services, inc. With the change In federal
law, ARAMARK must show a break-even or profit on ifs operating costs. If a deficit occurs, ARAMARK
must refmburse the District for the amount of revenue guaranteed in the contract. All aspects of food
services are analyzed on a regular basls, Including staffing, food choices, and quality of product and
dining environment. The Pennsyivania Department of Education is requirng #he contract tor food
service providers to be bid for the 2013-2014 school year.

The Statement of Revenues, Expenses and Changes in Fund Net Assets for this proprietary fund wili
further detail the actual results of operations,

REVIEW OF GOVERNMENTAL FUNDS

The developmeni, review and consideration of the 2011-2012 Comprehensive General Fund
Operafing Budget was completed in a manner consistent with past practice. The budget is also
prepared fo reflect the programs and services to be provided by the varlous revenue sources. We
believe that all data presented in the budget was accurate in all material respects, that it was
presented in a manner designed fo set forth fairly the financial position and plan of operations of the
District as measured by the financial activity of ils various accounts, and that all disclosures necessary
to maximize, and simplify, user comprehension were included.

The District’s governmental funds reported a combined fund balance of §1 7,382,527 as of June 30,
2012 and $17,495,247 as of June 30, 2611, which is a dectease of $112,720.

Govemmental funds, which include the general fund, capital projects fund and the capital reserve
fund, had total revenues of $63.2 million at June 30, 2012 and $62.9 milion at June 30, 2011. Total
expenditures were $74.0 million of June 30, 2012 and $62.5 million at June 30, 2011.

The general fund expendifures exceeded revenues by $111,372, affer a §1.525 million tiansfer to the
Capiftal Reserve, as of June 30, 2012. Tolal revenues were consistent with the budgef, not including
refund of prior year expendifures, which exceeded the budgeted revenues. Refund of prior year
expendiiures, which Included Special Ed and Vodech reconcilialions, was higher than the amount
budgeted by $229,462. Total net increase of revenues over budget Is $231,880.

Total expenditures, not Including fransfers, were $1,505,461 befier than the budget due to the
refunding of the several of the District's bond Issues ($603,696); lower than expected debt service on
the new Issue, Series B of 2011, for the WES project ($323,3682) and budget debt service for the NPE
project ($428,000), which has not yet been issued. Transfers were higher than the budget due to the
transfer of an additional $425,000 to the NPE Capital Reserve Fund from the amount that had been
budgeted for debt service.

General Fund Budgei information

The District's budget is prepared In accordance with Pennsylvania law and is based on the modified
accrued basis of accounting. The most significant budgeted fund Is the genoral fund.

-10-
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The final budget for expenditures reflects required changes In functional categories due to spending
patterns. The Board of School Directors (“the Board™) authorizes revisions fo the original budget o
accommodate differences from the original budget to the actual expenditures of the District,

Spending Review

2011-2012 2011-2012 Variance

Original Actual Posltive Percent

Budget Expenditures {Negative) Change
instructional Services:
Regular programs 1100 $ 25521562  § 26004358 {572,798} 2.2%
Special programs 1200 10,075,116 10,109,650 (34,534) -0.3%
Vocational programs 1300 401,877 332,766 69,111 17.2%
Other instructional programs 1400 281,805 305,780 {(23.975) -8.5%
Community college 1600 169,733 169,733 - 0.0%
Pupil personnet 2100 2,050,963 2,135,230 {84,267} 4.1%
Instructional staff services 2200 1,910,178 1,838,801 {28,623) «1.5%
Administrative services 2300 3,107,321 2,943,867 163,454 5.3%
Pupil health 2400 827,084 680,494 166,500 20.1%
Business services 2500 07,344 830,721 78,623 B.4%
Operation and maintenance of plant 2600 4,499,391 4,413,965 85,426 1.9%
Student transportation services 2700 3,231,026 3,100,263 131,563 2.1%
Central services 2800 1,200,548 1,198,203 2,345 0.2%
Other support services 2800 ' 40,980 49,928 54 0.1%
Student activities 3200 1,268,345 1,163,562 104,783 8.3%
Community services 3300 350 28 322 92.0%
Nonrecurring maintenance projects 4600 180,000 211,501 (31,501) -17.5%,
Debt service &100 7,830,948 6,406,419 1,433,529 18.3%
Interfund transfers 5200 1,115,000 1,539,880 {424,980} <38.1%

$ 84,638,372 $ 63,605,247 $ 1033125 1.60%
e e [ e Py

Below is a summary of the significant changes from the original budget o the actual expenditures.

§ Lower
2011-2012 (Higher) than

Original 20112012 Original

Budget Actugl Budget DIff %
instructional Services:
Regular programs 1100 $ 25,521,562 $ 26,004,358 $ (572,796) 299
Vocational programs 1300 401,877 332,768 89,111 17.2%
Pupll personnel 2100 2,050,963 2,135,230 (84,267) ~4.1%,
Administrative services 2300 3,107,321 2,043,867 163,454 5.3%
Pupil health 2400 827,084 660,494 166,580 20.1%
Business services 2500 807,344 830,721 76,6823 8.4%
Oparation and maintenance of ptant 2600 4,499,391 4,413,965 85,426 1.9%
Student transportation services 2700 3,231,826 3,100,283 131,583 4.1%
Student activities 3200 1,268,345 1,163,562 104,783 8.3%
Debt service §100 7,539,648 6,406,419 1,433,629 18.3%
Interfund transfers 5200 1,115,000 1,539,980 (424,980} -38.1%

Summary of significant spending changes $ 50,770,661 $ 406216256 § 1,149,036 2.3%
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WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)
JUNE 30, 2012

Regular programs (1100} were higher than the budget due to additional expenditures for teaching
asslistants, substitute teachers, addltional computer leases and technology supplies. A more favorable
reconciliation from the Delaware County Intermediate Unit of the 2010-2011 Vocational-Technical
School estimate contributed fo the Vocational Programs (1300) expenditures coming in lower than the

budget.
Pupil personnel (2100) was greater due to reclassifications.

Administreive  services (2300) expenditures were lower than the orginal budget because of a
vacancy in the position of Principal at The Kids' Place and a miscoding in the budget of the costs for

the Director of K-8 Curriculum.

Pupil health (2400) expenditures were lower than the budget due to reduced need for medical
services for children with special needs.

Business services (2500) expenditures were lower than the budget. This was caused by the transfer of
an employee to another depariment, fewer supplies needed In the copy center and fewer paying
agent fees for our bonds.

Lower utilitles prices resulted in expenditures lower than budgeted for operation and maintenance of
plant (2600).

Student transportation (2700) expenditures were lower than the budget because of fewer bus repairs,
oll changes and inspections due to the terms of the cument contract. In addition, contracted
transporation that had been budgeted for a student with special needs was not needed.

Student activities (3200) expenditures were lower than budgeted due fo the actual costs for the Fall
and Spring productions and the athietic program.

Debt service (5100) expenditures were lower than the budget due o the refunding of the several of
the District's bond ssues; lower than expected debt service on the new issue, Serles B of 2011, for the
WES project and budgeted debt service for the NPE project, which has not yet been issued. Transfers
(5200) were higher than the budget due to the addifional transfer to the Nether Providence

Elementary Capital Reserve Fund.
CAPITAL ASSET AND DEBT ADMINISTRATION

As of June 30, 2012, the District had $96,138,260 million invested in a broad range of capital assets,
including tand, buildings, and furniture and equipment.

-12-



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)

JUNE 30, 2012

Table 4
Investment in Capital Assets
Flscal Years Ended June 30, 2012 and 2011
Capital Asseis - Net of Accumulated Depreciation

2012
Land and land improvements $ 128010
Buiiding and building improvemaents, net of accumulated depreciation 80,458,912
Furniture and equipment, net of accumulated depreciation 2,487,767
Construction-in-progress 13,065,551
Total $ 96 1381260

Table §
Cutstanding Debt
As of June 30, 201 2and 2011

2012

General Obligation Notes and Bonds:
Series of 2004 $ 2,022,000
Series of 2005 -
Series of 2006 275,000
Series of 2007 -
Serias of 2007A
Series of 2008 -
Series A of 2011 26,555,000
Series B of 2011 10,210,000
Series C of 2011 14,540,000
Series A of 2012 10,000,000
Series B of 2012 ©,800,000
Series Cof 2012 8,860,000

Total General Obligation Bonds § 82,382,000

$

$

2011

$ 128,010
83,035,998
1,762,871

1167238

$ 86,004,117

2011

2,233,000
2,690,000
16,000,000
5,450,000
8,635,000
31,335,000

73,543,000
ey

As of June 30, 2012, the District had fotal outstanding bond and note principal of $82,362,000. During
the year, the District made bond principal payments of $3,695,700, not inciuding advance refundings.

Other obligations include accrued vacation pay and sick teave for specific employvees of the District,
More detadiled information about Wallingford-Swarthmore School District's long-term liabilities Is included
in Note 7 to the financial statements.
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WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)
JUNE 30, 2012

EXTERNAL ECONOMIC FACTORS:

Act 1

Act 1 of 2006 changed the way schools are funded. The law mandated the appointment of g Locai
Tax Study Commission, whose charge was fo review the cument tax structure and District
demographics jo formulate a recommendation for a personal income tax or an eamed income fax fo
repiace some of the District’s real estate taxes through a homestead/famsiead exclusion. The Local
Tax Study Commission recommended a .8% Personal iIncome Tax. The Board was then required to
either accept or reject the LTSC's recommendation. The Board accepted the LTSC’s recommendation
and approved the question to be placed on the May baliot. The volers rejected the referendum issue
In the May 2007 primary. Act 1 aiso accelerated the budget schedule and subjected all districts to a
state calculated index. Wallingford-Swarthmore's index for 2611-2012 was 1.4%. The Act provided for
some exceptions which are required either to be approved by the Court of Common Pleas or the
Pennsylvania Department of Education. The Distric! did not utilze any exceptions in the 2011-2012
budget. There Is also a provision for the districts to receive Sterling Tax Credits and state gaming funds
¢s they become available. The District budget must be prepared without the knowledge of federal or
state revenues for the following year. During 2011-2012, the District received $1,837,976 in Stafe

Property Tax Reduction funds.

Common Level Ratio

The Common Level Ratio In Delaware Counly is 67.5% for the 2012 fax ysar. When the Common
Level Ratio drops below 85%, this increases the probability of assessment appeadls by taxpayers. The
problem can only be soived by a Counly-wide reassessment, which the District has no power to

mandate.

INTERNAL ECONOMIC FACTORS:

Impact on Budget Development

immediate and envisioned District disbursements, projected over a five-year perlod, are andg will
confinue to be iImpacted by the poor U.S. economy, unfunded skate and federal mandates, strategic
planning, special educafion cosis, and long-range facililies and capital improvements. An

additionfrenovation project Is nearly complete for the Wallingford Elementasty $chool and an
addition/renovation project has begun for the Nether Providence Elementary School.

Wallingford Elementary School

The addition and renovations project of the Wallingford Elementary School began during Spring 2011.
Completion s projected for Fall 2012,

S 14-
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT’D)
JUNE 30, 2012

Nether Providence Elementary School

The process for an addition and renovations project for the Nether Providence Elementary School has
begun, The Board of Schooi Directors has selecled an architect and construction manager.
Construction is to begin in Spring 2013, with completion In Fall 2014.

Budget 2012-2013

The revenue budget for fiscal year 2012-2013 Includes 4 propery fax increase of .7463 mils {a 2.0%
increase), from 38.152 mils In Nether Providence and Rose Valley and 38.571 mils in Swarthmore and
Rulledge to 38.915 mils in Nether Providence and Rose Valley and 39.334 mils in Swarthmore and
Ruiledge. The difference in the millage rates is the resuit of municlpat participation in the Community
College. Tolal budgeted revenue for fiscal year 2012-2013 Is $65,260,051.

The Board of School Directors approved the property tax increase in order to meset the projected
expendifure increase of $1,609,011 over the prior year's budgeted expenditures. Total budgeted
expenditures for fiscal year 2012-2013 are $67,047,383.

The unassigned fund balance is projected to absorb $1,787,332 of the budgeted shortall in General
Fund revenues over expenditures for fiscal year 2012-2013. The budgeted projected General Fund
unassigned fund balance as of June 30, 2013 is $6,302,885.

PUBLIC ACCESS TO DISTRICT FINANCIAL MANAGEMENT

Our financial report is designed to provide our citizens, taxpayers, parents, students, investors and
crediiors with a general overview of the Districts finances and fo show the Board's accountability for
the money it receives. If you have questions about this report or wish to request additional financial
information, please contact Lisa Palmer, Ed.D, Business Administrator, 200 S. Providence Road,

Wallingford, PA 19086, (610) 892-3470, ext, 1301.



ASSETS

Cash and cash equivalents
Taxes receivable

Due from other governments
Other raceivables

Prepaid expenses

Internal balances

Issuance costs

Deforred outflow - interest rate SWAP
Land
Construction-in-progress
Buildings and Improvements
Fumiture and equipment
Accumulated depreciation

TOTAL ASSETS

LIABILITIES

Actounts payable

Acorued salaries and banefits
Other liabilities

Accrued Interest payable
Deferred revenues
Long-ferm liabiilties

Portion due or payable within one year:

Bonds payable
Add: Bond premium

Less: Deferred amount on refunding

Less: Bond discount
Note payable

Accumulated compensated absences/

early retfrement incentive
Judgment payable
Portion due or payable afler one year:
Bonds payable
Add: Bond premiums

Less: Deferred amount on refundings

Less: Bond discounts
Notes payable

Accumulated compensated absences/

early refiremant incentives

Derivative instrurient liability - interest rate SWAP

Other Post Employment Benefits

TOTAL LIABILITIES
NET ASSETS:

invested In capital assets, net of related debt

Restricted for capital purposes
Unrestricted
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

STATEMENT OF NET ASSETS
JUNE 30, 2012
(With Summarized Comparative Data for June 30, 201 1)

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

The accompanying notes are an integral part of these financial statements.
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Governmental Businass-type Totals
Activities Activities 2012 2014
$ 19,616,583 3 151,584 $ 18,768,167 $ 17,204.013
1,438,318 - 1,439,318 1,332,671
1,247,779 49,460 1,287,239 1,088,338
485,922 - 486,922 1,255,351
138,034 - 138,034 8,245
35,779 (35,779) -
316,742 - 316,742 516,610
- . 4,158,506
128,010 - 128,010 128,010
13,088,551 13,065,551 1,167,238
102,337,603 = 102,337,603 103,262,661
9,677,985 498,392 10,473,377 8,366,276
(29,179,145) (387,136) __{29,566,281) {26,930,068)
$118,310,161 § 273,521 § 119,583,682 $112,667,041
—_— | EEae——_,,. e
2,268,247 100,262 2,360,509 912,273
1,904,822 - 1,904,822 1,309,939
7458 - 7,459 10,292
367,671 . 357,671 184,359
79,419 37,851 108,270 70,489
3,105,000 - 3,106,000 3,030,000
317,783 - 317,783 -
- - (2,642)
{12,648) (12,648) {28,595)
219,000 - 219,000 211,000
43,573 - 43,573 65,815
126,677 126,677 80,585
77,235,000 - 77,235,000 68,380,000
3,321,817 - 3,321,817 .
- - - {7.929)
{626,433) . {626,433) (244.007)
1,803,000 = 1,803,000 2,022,000
934,173 834,173 1,029,884
3 - - 4,156,696
862,905 - 862,805 673,745
91,830,465 138,113 92,077,578 81,855,790
11,645 588 108,258 11,753,845 14,314,757
8,542,355 - B,642,355 8,841,334
7,182,762 27,152 7,200,904 7,556,060
27,370,696 135,408 27,506,104 30,712,161
$119,310,161 § 273521 $119,583,682 $ 112,567,941
Eaa— =S e ———] fo e
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WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
RECONCILIATION OF BALANCE SHEET - GOVERNMENTAL FUNDS

TO STATEMENT OF NET ASSETS
JUNE 30, 2012
TOTAL GOVERNMENTAL FUND BALANCES

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

Capital assets used in governmental activities are not financial resources and,
therefore, are not reporied in the funds. These assets consist of:

Land $

Buildings and improvements 102,337,603
Furniture and equipment 9,677,985
Construction-in-progress 13,065,551
Accumulated depreciation (29,179,145)

Somae liabilities are not due and payable in the current period and, therefore,
are not reported in the funds. Those liabilities consist of:

Bonds payable (80,340,000)
Note payable (2,022,000)

Accumulated compensated absences/early retirement incentive
Post Employment Benefits

Accrued interest payahile (357,671}

Refunded debt and bond issuance costs resulted in deferred charges and

credits which will be amaortized over the live of new debt but do not represent
current rights.

Some of the District's revenues will be collected after year end but are not
available soon enough to pay for the current period's expenditures and, therefore,
are deferred in the funds

NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.
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$ 17,382,527

96,030,004

{84,516,749)

(2,683,777)

1,158,601
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WALLINGFORD-SWARTHMORE $SCHOOL DISTRICT
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2012

MNET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS $ (112,720
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported in govemmental funds as expenditures recorded as either District-wide

(capital outlay) or function-specific (i.e. instruction, pupll services). However, in the statement of

activities, the cost of those assets is allocated over their esfimated useful lives as depreciation

expense. This is the amount by which capital outlays ($12,376,426) exceeded depreciation

{$3,208,778) in the period. 9,167,648

Because some property taxes will not be collected for severa! months after the District's fiscal year
ends, they are not considered as "available” revenues in the governmental funds. Deferred tax
revenues increased by this amount this year, 194,151

Governmental funds report debt retirement, issuance costs, bond discounts and deferred amounts on
refunding as expenditures and bond premiums as revenue. However, these amaufts are reported on the
statement of net assets as deferred charges and credits and are amoriized over the life of the debt,

This is the amount by which current issuance costs, bond premium and bond discounts exceeded

amortization. (12,202,554)

in the statement of activifies, certain operating expenses — compensated absences {vacations

and sick leave), special fermination benefits (early retirement), and post-employement benentits — are

measured by the amounts eamed during the year. In the governmental funds, howaver, expenditures

for these items are measured by the amount of financial resources used {essentially, the amounts

actually paid). This is the amount by which compensated absences, special termination benefits, and

post employment benefits eamed exceeded amounts paid. (93,449)

Interest 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. In the statement of activities, however,

interest expense is recognized as the interest accrues, regardless of when It is due. (173.312)
CHANGE IN NET ASSETS OF GOVYERNMENTAL ACTIVITIES $ $3,220,2362

-21=



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

BUDGETARY COMPARISON STATEMENT - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2012

REVENUES

Local sources

State sources
Federal sourcas
TOTAL REVENUES

EXPENDITURES
Instruction:
Regular programs
Special programs
Vocational programs
Othar instructional programs
Higher educatlon programs
Total Instruction
Support services:
Pupil personne! services
Instructional staff services
Administrative services
Pupil health
Business services
Operation and maintenance of plant services
Student fransportation services
Central and other support services
Cther support services
Total Support Services
Operation of noninstructional activities:
Student activities
Community services
Total Operation of Noninstructional Activities
Capital outlay
Debt service
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING USES
Transfers out

Refund of prior year expendiures
Refund of prior year receipts
Budgetary reserve

TOTAL OTHER FINANCING USES

NET CHANGE IN FUND BALANCE
FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

Variance with
Final Budget
Budgeted Amounts Acfual Posifive
Original Final (GAAP Basis) Negative)
$ 52,640,974 $ 52,649,974 $ 51,739,496 $ (910,478}
10,198,158 10,198,158 10,599,084 400,926
317,719 332469 851,438 511,970
63,165,851 83,187,601 63,190,019 2,418
25,521,562 25,513,204 26,094,358 {581,164
10,075,116 10,075,116 10,109,850 (34,534)
401,877 401,877 332,766 69,111
281,805 281,805 305,780 (23,875)
168,733 169,733 169,733 .
36,450,093 38,441,735 37,012,287 {570,662}
2,050,963 2,053,383 2,135,230 (81,867)
1,810,478 1,915,856 1,838,801 {22,845}
3,107,321 3,117,577 2,943,867 173,710
827,084 827,084 660,494 166,590
907,344 907,344 830,721 76,623
4,499 341 4,505,205 4,413,965 81,240
3,231,826 3,231,828 3,100,283 131,563
1,200,549 1,206,508 1,198,203 8,306
49,280 48,980 — 49926 54
17,784,636 17,814,744 17,271,470 543,214
1,268,345 1,268,345 1,163,562 104,783
350 350 28 322
1,268,695 1,268,695 1,163,590 105,105
180,000 180,000 211,501 (31,501}
7,830,948 7,839,948 6,408,419 1,433,529
63,523,372 63,545,122 62,085,267 1,479,858
{357,521) (357,521} 1,124,752 1,482,273
(1,115,000} {1,115,000} (1,538,980) (424,980)
100,000 400,000 329,462 229 462
. . {25,606} (25,808)
{800,000} (800,000) - 800,000
(1,815,000) {1,815,000) (1,236,124} 578,876
{2,172,521) (2,172,621} {111,372) 2,061,149
7,973,440 7,973,440 7,673,440 -
$ 5800919 $ 5,800,919 $ 7,862,068 $ 2,081,149

The accompanying notes are an integral part of these financial statements.




WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
STATEMENT OF NET ASSETS - PROPRIETARY FUND

JUNE 30, 2012

(With Comparative Data for June 30, 2011)

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Due from other governments
Total Current Assets

CAPITAL ASSETS:

Furniture and equipment

Accumulated depreciation
Capital Assets, Net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Deferred revenue
Bue to other funds
Total Current Liabililies

NET ASSETS:
Invested in net assels, net of related debt
Unrestricted (deficit)

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

$ 309,300
]

Major Fund
Food Service Fund
2012 2011
$ 151,584 $ 67,45
__49,460 35,184
201,044 __ 102,640
495,392 495,392
(387,136) (363,6831)
108,256 131,761

$ 234,401
e — ]

$ 100,262 $ 81,057
37,851 32,125
35,779 .
173,862 T 113,182
108,256 131,761
27,152 (10,542)
135,408 121,219

$ 309,300 $ 234,401

The accompanying notes are an integral part of these financial statements.
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WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS - PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2012
(With Comparative Data for the Year Ended June 30, 2011)

Major Fund
Food Service Fund
2012 2011

OPERATING REVENUES
Food service revenues $ 894515 $ 887,377

Total Operating Revenues 894,515 887,377
OPERATING EXPENSES
Contract services 562,262 557,445
Supplies 614,803 600,836
Depreciation 23,505 27,548
Dther operating expenses 46,861 44,603

Total Operating Expenses 1,247,431 1,230,422
OPERATING LOSS __(352,916) (343,045)
NONOPERATING REVENUES
State sources 42,960 24,786
Federal sources 309,165 247.420

Total Nonoperating Revenues 352,125 272,206
LOSS BEFORE TRANSFERS {791) {(70,838)
Transfers in 14,980 13,569
CHANGE IN NET ASSETS 14,189 (67.,270)
NET ASSETS, BEGINNING OF YEAR 121,219 178,489
NET ASSETS, END OF YEAR $ 135408 $ 121219

eaa———— e — "

The accompanying notes are an integral part of these financial statements.
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WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2012
(With Comparative Data for the Year Ended June 30, 2011)

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers

Payments for confract services

Payments fo suppliers

Paymenits for other operating expenses

NET CASH USED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
State sources

Federal sources

Transfer from general fund

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

NET CHANGE iN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET CASH USED
BY OPERATING ACTIVITIES:
Operating loss
Adjustments tc reconcile operating loss to net cash
used by operating activities:
Depreciation
Donated commodities
(Increase) Decrease in;
Other receivables
Increase (Decrease) in;
Agcounts payable
Deferred revenue
Due 0 other funds
NET CASH USED BY OPERATING ACTIVITIES

SUPPLEMENTAL DISCLOSURE:
NONCASH NONCAPITAL FINANGING ACTIVITY:
USDA donated commodities

The accompanying notes are an integrai part of these financial statements.
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$ 51,865
e

Major Fund
Foad Service Fund
22 2071

$ 900,241 $ 896,922
(562,262} (557,445)
(507,954) (615,265)
46,861) 44,503
(216,836 320,381)
30,928 26,044
255,056 209,674
14,980 13,568
300,964 — 249287
84,128 (71,004)
v BTASE 138,550
$ 151,584 § 67,458
$ (352,918) § (343,045)
23,505 27,548
51,865 42,649
2,621

19,205 (14,805)
5,726 6,924

__ 35779 42,083

% (216,836 320,381

§ 42649
E ]



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
STATEMENT OF NET ASSETS - FIDUCIARY FUNDS
JUNE 30, 2012

Private -
Purpose
Trust Agency
ASSETS
Cash and cash equivalents $ 01,848 $ 130,175
TOTAL ASSETS $§ 91848 $ 130,175
ESaaes—————— - ___]
LIABILITIES AND NET ASSETS
LIABILITIES:
Accounts payable $ - $ 130,175
Total Liabilities - 130,175

NET ASSETS:
Reserved for trust 91,848 -
TOTAL LIABILITIES AND NET ASSETS $ 01,848 $ 130,175

The accompanying notes are an integral part of these financial statements.

-0 -



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
STATEMENT OF CHANGES IN NET ASSETS - FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2012
(With Comparative Data for the Year Ended June 30, 2011)

ADDITIONS

Lacal contributions

TOTAL ADDITIONS

DEDUCTIONS

Fees paid and scholarships awarded
TOTAL DEDUCTIONS

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

78,875

$ 91,848
e

Private-Purpose Trust
2012 ' 2011
$ 19487 $ 11,365
19,487 11,365
8,514 2,979
6,514 2979
12,973 8,386

70,489

$ 784875

|

The accompanying notes are an integral part of these financial statements.
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NOTE 1

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Wallingford-$warthmore School District {the "District’) operctes three elementary schools, one
micdie school and one senior high school to provide education and related services to the
residents of Swarthmore, Rulledge and Rose Valley Boroughs and Nether Providence Township.
The District operates under curtent standards prescribed by the Pennsylvania Depariment of
Education in accordance with the provisions of the School Laws of Pennsyivania as a sehool
district of the third class. The District operates under a locdally elecied nine-member Board form of

govemment,

The financial statements of the District have been prepared in accordance with generally
accepted accounting principles ("GAAP*) as applied to govemmental units. The Governmental
Accounfing Standards Boord ("GASB®) is the authoritofive standard-setting body for the
establishment of govermental accounting and financial reporting principles.

Reporting Entify

GASB Statement No. 14, "The Financial Reporting Entity," s amended by GASB Statement No. 39,
established the criterict for determining the activities, organizations and functions of government
fo be included in the financlal statements of the reporting entity. In evaluating the District as a
reporting entity, management has addressed ali potential component units which may or may
not fall within the District's financial accountabliity. The criteria used to evaiuats component units
for possible inciusion as part of the Dishict's reporting entity are financial accouniability and the
nature and significance of the relationship. The District is considered to be an independent
reporting entity and has no component unils.

Basis of Presentation
Entify-wide Financial Statements

The statement of net assets and the statement of activities dispiay information about the District as
a whole. Thess statements distinguish between activities that are governmental and ihose that
are considered business-type. These statements include the financial activities of the primary
govemment, except for fiduciary funds.

The enfity-wide financiol statemenis are prepared using the economic resources measurement
focus and the acerual basis of accounting as further defined under propriefary funds below. This
is the same approach used in the preparation of the proprietary fund financial sictements but
ciffers from the manner in which govemmental fund financial stotements are prepared.
Therefore, govemmential fund financial statements include a reconciliation with brief explanations
io better identify the relafionship between the entity-widle sialements and the statements of
governmenial funds.

The entity-wide statement of activities presents a compatison between expenses and program

fovenues for each function of the business-type activities of the Distict and for each
govemmental program. Expenses cre those that are specificaily associated with o service or

-2 -



NOTE 1

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

progiam and are, thersfore, clearly idenfificble fo a pariicular function. Program revenues
include charges patd by the recipients of the goods or services offered by the programs and
grants and contributions that are restricted to meeting the operationa! or capital requirements of
a particular function. Revenues which are not classified as program revenues are presented as
general revenues. The comparison of program revenues and expenses idenifies the extent to
which each program is seif-financing or draws from the general revenues of the District.

Except for interfund activity and balances between the funds that underlie governmental
activities and the funds that underlie business-type activities, which are reported as fransfers ond
infernal balances, the effect of interfund aclivity has been removed from these statermnents.

The entity-wide financial stalements report net assets in one of three components, Invested in net
assets, net of related debt, consists of caplial assets, net of accumuiated depreciction, and
reduced by the outstanding balances of borrowings attributable fo acguiring, constructing or
improving those assets. Net assels are reported as restricted when constraints placed on net
asset use are either externally imposed by creditors {such as through debt covenants), grantfors,
contributors, or iaws or reguiations of other governments or imposed by low through constiutionat
provisions or enabling legisiation. Those restrictions affect net assets arlsing from the capital
projects fund, Unrestricted net assefs consist of net assets that do not meet the definition of
"invested in capital assets, net of related debi" or *restricied.”

Fund Financkal Siatements

During the schoot year, the District segregates fransactions related fo certain District functions or
activities in separate funds in order fo aid financial management and 1o demonstrate legal
compliance. Fund financial statements report detailed information about the District. The focus
of govemmenial and enterprise fund financlal statements is on major funds rather than reporing
funds by type. Each major fund is presented In a separate column. Fiduciary fund financial
stalements are presenied by fund type.

Governmenial Funds

All govemmental funds are accounted for using the modified accrual basis of accounting and
the eurrent financial resources measurement focus. Under this basis, revenues are recognizedin
the accounting period in which they become measurable and avaiiable. Expenditures are
tecognized in the accounting period in which the fund liability is incurred, if medasurable, The
District reports the following major governmental funds:

¢ The General Fund is the government's primary operating fund. It accounts for all financilal
resources of the generai government, except those required to be accounted for in another
fund.

= The Caplial Reserve Fund ond the Capital Projects Fund are used to account for the

acquisition, construction and renovation of major capital facilities and their related capiial
assels.

-2 .



NOTE 1

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Revenue Recognition

in applying the “susceptible fo accrual concept” under the medifisd accrual basis, revenues are
considered fo be available when they are collectible within the current period or soon enough
thereafter to pay liabllities of the cunrent period. For this purpose, the government considers fax
revenue to be avdilable if collected within 60 days of the end of the fiscal period. Revenue from
federal, state and other grants designated for payment of specific District expenditures is
recognized when the reloted expenditures are incured; accordingly, when such funds are
received, they are reporfed as deferned revenues until eamed.

Gther revenues, Including cerain other charges for services and miscellaneous revenues, are
recorded as revenue when recsived in cash because they generally are not measurabie untii
actually received.

Expendiiure Recognition

The measurement focus of governmental fund accounting is on decreases in net financiai
resources (expenditures) rother than expenses. Mosi expenditures are measurable and are
recorded when the related fund liability is incurred. However, principal and interest on general
long-term debt, which has not matured, are recognized when paid. Liabilities for compensated
absences and special termination benefits are recognized as fund liabllities to the extent they
mature each period, Allocations of costs, such as depreciafion and amortization, are not
recognlized in the governmental funds.

Propriefary Funds

Proprietary funds are accounted for using the accrual basis of accounting. These fundgs account
for operations that are financed primarily by user charges. The economic resource focus
concems determining costs as a means of malntaining the capital Investment and management
confrol. Revenues are recognized when they are eamed and expenses are tecognlzed when
they are incurred. Allocations of certain costs, such as depreciation, are recorded in propiietary
funds. The District does not attempt to allocate all "building-wide costs® to the proprietary fund.
Thus, general fund expendifures which partiolly benefit the enterprise fund {utilities, janitoriai
services, insurance, etc.) are not proportionaiely recognized with the enterprise fund. Similariy,
the propriefary fund does not recognize a cost for the bullding space it occupies.

These funds distinguish operating revenues and expenses from honoperating items. Operating
revenues and expsenses generally resulf from providing services and producing and delivering
goods in connection with the propriefary fund's principal ongoing operations. The principal
operating revenues of the District's proprietary fund are food service charges. Operating
expenses for the District's proprietary fund include food production costs, supplles and
administrofive costs.  All revenues or expenses not meeling this definition are reported os
nonoperating revenues and expenses,



NOTE 1

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd}
Fiduciary Funds

Flduciary funds account for the assets held by the District as a frustee or agent for individuals,
private organizations and/or governmental units and are, therefore, not avatiable fo suppor the
Disirict's own programs. The District accounts for these assels in a private-purpose trust and
agency fund. The private-purpose trust fund accounts for activities in various scholarship
accounts, whose sole purpose Is to provide annual scholarships to parficulor students as
described by donor stipulations. The agency fund accounts for funds held on behaif of students
of the Disfrict. The measurement focus and basis of accounting for the privote-purpose frust isthe
same as for proprietary funds, while the agency fund Is custodial In nature (assets equer liabilliies)
and does not involve measurement of results of operations.

Early Implementation of GASE Statements

During the current year, the District elected to implement GASB Statement No. 61, “The Financlal
Reporting Entity: Omnibus.” This new guidance affects the treatment of component units within
the financial statements. The implementation of this new Statement did not have an effect onthe
District's current year financial statements.

During the currend year, the District elected 1o implement GASB Sicdlement No. 62, "Codiflcation of
Accounting and Financial Reporting Guidance Confained in Pre-Novernber 30, 1989 FASB and
AICPA Pronouncements.” This new guidance codifies pre-1989 standards set by the Financial
Accounting Standards Board (FASE) and the American Institule of Certlfied Public Accountants
(AICPA), which are followed for propristary fund and entity-wide reporting. The District's notes to
the financial siatements have been revised to reflect the level of disclosure required by the new
Stalement.

Cash ond Cash Equivatents

The District’s cash and cash equivalenis are considered to be cash on hand, demand deposits
and short-term investments with original maturities of three months or less from the date of
acguisition.

Receivables and Pavables

Activity between funds that are representative of lending/borrowing arangements outstanding at
the end of the fiscal year are referred to as elther “due toffrom other funds” (l.e., the current
porlion of interfund loans} or “advances toffrom other funds” (i.e., the noncument portion of
interfund loans). Any residual balances outstanding between the govermnmental activities and
business-type activities are reported in the entity-wide financial siatemenits as “intemal balances.”

The District expetiences very small losses from uncollectibie property faxes. Propery taxes
constitute a lien against real property and usually can be collected in full when tilie fransfers,
Only balances that remain after tax sales are written off each yeqt. Accordingly, an aliowance
for doubtful accounts has not been established by the District for property taxes recsivable,

-3 -



NOTE 1

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (coni'd)

Property Taxes
Taxes are levied on July 1 and are payable in the foliowing periods:

July T - August 31 - Discount period, 2% of gross levy
Seplember 1 - October 31 - Face Period

November 1 to collection - Penaity Period, 10% of gross levy
February 28 - Lien Date

Real estate taxes for the District are collected from the Township of Nether Providence and the
Borough of Rose Vaiiey. The tax on real estate for public schooi purposes for fiscal 201 1-201 2was
38.15 mills ($38.15 per $1,000 of assessed valuation) as levied by the Board. Real estafe taxes
also are collected from the Boroughs of Rufledge and Swarthmore, and theit tax on reqi estate for
pubiic school purposes for fiscal 2011-2012 was 38.57 mills ($38.57 per $1,000 of assessed
valuation} as levied by the Board., Assessed valuations of properly are determined by the
Deiaware County Board of Assessments, and the District is responsible for coliection.

Prepai Inventories

Certain payments to vendors reflect costs applicable to future accounting petiods and are
recorded as prepaid items in both entity-wide and fund financlal statements.

Alt inventories are valued af the lower of cost (first-in, first-out method) or market.

Caplial Assefs

Capital assets, which Inciude property, plant and equipment, are reported in the applicable
govermnmental or business-type aciivities columns in the entity-wide ana proprietary fund financlal
statements. Capiial assets are defined by the District as assefs with an initicl, individual cost of
more than $5,000, composite assets of more than $10,000 and critical control asseis Qs defined
by District policy. Such assels are recorded at historical cost It purchased or consinicted.
Donated capital assets are recorded at estimated fair value at the date of donation,

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

Maijor outiays for capiial assets and improvements are captitalized as projects are constructed,
inclusive of anclliary ¢osts.

Property, plant and equipment of the District is depreciated using the stralght-line method over
the following estimated useful lives:

School buildings 40 years
Equipment 5-20 yeaQrs
Vehicles 7-15 years
Library books 7 yaqrs

- 32 -



NOTE 1

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'el)
Compensated Absences

District pelicies pennit employees to accumuiate eared but unused vacation, personal and sick
days as stipulated In each bargoining unil's contract. The liability for these compensated
absences is recorded as long-term debt in the entity-wide financial statements, The current
portion of this debt is based on historical trends. In the fund financial statements, governmental
funds report only the compensated absence liability payable from expendable avaiiable
financial resources.

L Herm Obligations

In the entity-wide financial statements and proprietary fund financial statemenits, long-term debt
and other long-term obiigations are reperied as liablities. Bond premiums and discounts are
deferred and amortized over the life of the bonds. Bond issuance costs are reporied as defetred
charges and amortized over the ferm of the relaled debt. Deferred amounts on tefunding are
recorded as a decrease to debt payable and amortized over the life of the old debt or the life of
the new debt, whichever is shorter. All amounis are amortized using the straighi-line method.

in the fund financial statements, govemmental fund fypes recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
Issued is teported as other financing sources. Premiums received and discounts paid on debt
issuances are reported as other financing sources and uses. Issugnce costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures,
except for refundings paid from proceeds which are reporied as other financing uses.

Fund Balances

As of June 30, 2012, fund balances of the governmental funds are classified, if applicable, as
follows:

Nonspendable - amounts that would be associated with invenfory, prepaids, iong-term
receivables, property heid for sale and the corpus of a permanent fund. In essence,
nonspendable is the fund balance teim fo indicate that the respective resources are not
available to be spent in any way due fo thelr very nature andfor their lack of availabilify.

Restricted — carries the same definition as set forth relative 1o net assets. This would include any
fund balance that is restricted in its use by: q) externai parfies: b} constitutional provisions; or, c)
enabling legislation (i.e., Caplial Reserve Funds).

Committed - amounts for which the goveming board imposes consiraints on how funds may or

may not be used. In such a case, the only way a consfraint can be removed or changed is by
the same type of action of the goveming board.

- a3 -



NOTE 1

WALLINGFORD-SWARTHMORE SCHOOL DIiSTRICT

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd))

Assigned —amounts infended to be used for specific purposes with the infent being expressed by
the governing board or the Business Manager as authorized by the governing board. With the
exception of the General Fund, cmounts in all other govemmental funds that are not
nonspendable, restricted or committed will be assigned.

Unassigned - oli other spendable amounts.

Capital Totat
General Projects Govemmental
Fund Funds Funds
Nonspendable $ 138,034 3 - $ 138,034
Restricied:
Bond funds - @78,104 978,104
Capital reseve - 8,542,355 8.542,355
Commiifed:;
PSERS 710,000 - 710,000
Bus fleet 350,000 - 350,000
Unassigned 6,664,034 - 6,664,034
Toial Fund Balances $ 7,862,068 $ 9,520,459 $ 17.382,§gl

When an expendifure Is incurred for purposes for which both restricted and unrestricted fund
balances are available, the District considers restricted funds to have been spent first. When an
expenditure Is incurred for which commifted, assigned or unassigned fund balances are
avallable, the District considers amounts to have been spent fitst out of committed funcis, then
assigned funds and, finally, unassigned funds, as needed, unless the School Board has provided
otherwise in its commitment or assignment actions.

Comparative Datq

Compardtive totals for the prior year have been presented in the accempanying financial
statements in order to provide an understanding of changes in the District's financial posttion and
operations. Cerfain amounts presented in the prior year have been reclassified in order to be
consistent with the cunent year's presentation. However, presentation of prior year fotals by fund
and activity type have not been presented in each of the statements since their inclusion would
make the statements unduly complex and difficult fo read. Summarized comparative information
should be read in conjunction with the District's financial statements for the yedr ended June 30,
2011, from which the comparative datg was derived.

Use of Estimales in the Preparation of Hnancigl Stotements

The preparation of financial statements in conformity with generally accepted accounting
principles requires management fo make estimates and assumptions that affect certain teporied
amounts and disclosures. Accordingly, actual results could differ from those estimates.
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WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

STEWARDSHIP. COMPLIANCE AND ACCOUNTABILITY

dgetary Information

An annual budget Is adopted piior to the beginning of each year for the general fund on the
medified accruai basis of accounting. The general fund is the only fund for which g budget Is
legally required, although projeci-length financlal plans are adopted for all caplial projecis
funds.

The District is requited 1o publish notice by adverlisesment at least once In two hewspapers of
general circulation in the municipalities in which if is iocated, and within 20 days of final action,
that the proposed budget has been prepared and is available for public inspection ¢t the
administrative offices of the District. Nofice that public hearings will be held on the proposed
operating budget must be included in the adverfisement; such hearings are required fo be
scheduied ot least 10 days prior to when final action on adoption s taken by the Board.

Legal budgetary control Is mainiained at the sub-function/major object level. The Board may
make fransters of fundls appropriated to any paricular tern of expenditure by legislafive action in
accordance with the Pennsylvania School Code. Managsment may amend the budgel af the
sub-functionfsub-object ievel without Board approval. Appropriations lopse at the end of the
fiscai period. Budgetary information reflected in the financia statements Is presented at or below
the level of budgetary confrol and include the effect of approved budget amendments.

Excess of Expenditures Over Appropriations

The foliowing general fund functions incurred expenditures in excess of appropriations in the
following amounts for the year ended June 30, 2012:

Regular programs $ 581,154
Special programs $ 34,534
Vocational programs § 23975
Pupli personnel services 4 81,867
instructional staff sarvices L 22,945
Capttal outiay $ 31,507

The excess of expenditures over appropiiations was financed by current year revenue sources.

EPOSITS

Statutes authorize the District to invest In U.S. Treasury bills, time or share accounts of institutions
insured by the Federal Deposit Insurance Corporation or in cerlificates of deposit when they are
secured by proper bond or collaleral, repurchase agreements, the State Treasurer’s Investment
pool or mutual funds.,
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NOTE 5

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

DEPOSITS (cont'd)
Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be returned. The District does not have a policy for custodial credit risk but adheres 1o
Commonwealth of Pennsylvania law (Act 72) for the collateralization requirements governing
public funds. At June 30, 2012, the carrying amount of the District's deposits was $19,990,190
and the bank balance was $20,498,720. Of the bank balance, $261,920 was covered by
federal depository insurance, and $689,236 was exposed to custodial credit risk because, in
accordance with Act 72 of the Commonwealth of Pennsylvania, it was uninsured and the
collateral held by the depository's agent was not in the District's name. The remaining cash
deposits in the amount of $19,547,564 are in the Pennsylvania School District Liquid Asset Fund
("PSDLAF") and the Pennsylvania Local Government Investment Trust ("PLGIT"). Although not
registered with the Securities and Exchange Commission and not subject to regulatory oversight,
PSDLAF and PLGIT act like money market mutual funds in that their objective Is o maintain a
stable net asset value of $1 per share, Is rated by a nationally recognized statistical rating
organization and is subject fo an independent annual audit. As of June 30, 2012, PSDLAF and
PLGIT were rated as AAA by a nationally recognized statistical rating agency.

DEFERRED REVENUES

Governmental funds report deferred revenue In connection with receivables for revenues that are
not considered to be available to liquidate liabllities of the current period. Governmental funds
also defer revenue recognition with resources that have been received, but not yet eamed. At
the end of the current fiscal year, deferred revenue reported in the governmental funds resulted
from delinquent property taxes receivable, federal grants received that have not satisfied
ellgibility requirements and revenue received but not yet earned.

Deferred revenue in the entity-wide financial statements represents resources that have been
received but not yet eamed.

CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2012 was as follows:

Beginning Reclass/ Ending
Balance Increcises Decreases Balance

Government-lype acllvities:
Capilal assets not being depreclated:
Land $ 128010 § - § - § 128,010
Construction-in-progress 1,167,238 11,898,313 - 13,065,551
Total Capital Assets Not Being Depreciated 1,295,248 11,898,313 - 13,193,561
Capital assets being depreciated:
Bulldings and improvements 103,262,661 164,699 1,089,757 102,337,603
Fumiture and equipment 8,870,884 313,414 (493,687) 9,677,985
Total Capilal Assels Belng Depreciated 112,133,545 478,113 596,070 112,015,588
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WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

NOTES TO FINANCIAL STATERMENTS
CAPITAL ASSETS (contd)
Beginning Ending
Balonce Increqses Dacreases Baolance
{coniinued}
Less accumuialed depreciation for:
Bulldings and Improvements 19,326,663 2,554,028 - 21,880,691
Fumniiure and equipment 7,239,774 654,750 §96,070 7.298,454
Total accumulated depreciafion 26,566,437 3,208,778 596,070 29,179,145
Totat Capltal Assets Being Depreciated, Net 85,567,108 {1,640,908) 1,089,757 82,836,443
Govemmental Activities, Net $86,862,356  $10,257,405 $1,089,757  $96,030,004
Business-type activitios:
Caplial assets being depreciated:
Fumitute and equipment § 495392 § - 8§ - § 495392
Totol Capiial Assefs Being Depreciated 495,392 - - 495,352
Less accumulated depreciation for:
Furniture and equipment 363,631 23,505 - 387,136
Toial accumulated depreciation 363,631 23,505 - 387,136
Business-type Activities, Net $§ 131,761 5§ (23,505 $ - _§ 108,256
Depreclation expense was charged to functions/programs of the District as follows:
Governmental activities:
instruction $ 2,141,929
Instructional student support 273,991
Administrative and financial support services 290,668
Operation and maintenance of plant services 255,439
Pupll transporiation 179,415
Student acfivities 67,336
Total Depreciation Bxpense - Govemmental Activities $§ 3,208,778
Business-type Activitles - Food Service $ 23,505
INTERNAL RECEIVABLES, PAYABLES AND TRANSFERS
The composition of interfund balances as of June 30, 2012 is as follows:
Recelvable To Amount Payabile From Amount
genﬁrql Fund $ gg 779 Food Senlglceél Fund $ 35779
apltal Reserve 000 General Fun 25 000
S 60,779 60,779

Inferfund balances between funds represent temporary locns tecorded at year end subsequent
fo a final allocation of expensss. The balances generaily are paid shortly after year end.
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INTERNAL RECEIVABLES, PAYABLES AND TRANSFERS (cont'd)

Inferfund fransfers for the year ended June 30, 2012 are as follows:

Transfer In Fransfer Out
Focd Service Fund General Fund $ 14,980
Capital Reserve Fund General Fund $ 1,525,000

Transfers represent funds transfenred from the general fund to subsidize food service operations
and funds set aside for capltal needs.

GENERAL LONG TERM DEBT

The following summarizes the changes in the long-ferm liabilities of governmental activities for the
year ended June 30, 2012

Balance Balance
July 1, 2001 Addilions Reductions Juna 30, 2012
Bonds payable $ 71,410,000 $ 80,735,000 % 71.805,000 $ 80,340,000
Note payable 2,233,000 - 211,000 2,022,000
Defered amount on refunding (10,571) - {10,571) -
Bond premium - 3,812,916 173,316 3,639,600
Bond diiscounts (272,596) (649,621) (283,136) {639,081)
Accumulated compensated
absences/early retirement Lao
incentive 095,45% - 117,953 Q77,746
TOTALS $ 74,455,532 $ 83,808,265 § 72,013,562 __§B§,340,265

Payments of long-term debt are expecied to be funded by the general fund.

General Obligation Bonds

Series of 2006, maturing through May 1, 2027, bearing inferest
ol 4.375%, inferest payable semi-annually on May 2 and
November 2. $ 275,000

Series of 2011A, maturing through May 1, 2028, bearing

inferest ranging from 1.00% o 5.25%, inferest payable semi-

annually on May 1 and November 1. The Series of 2011A

was used to (1) advance refund ihe Series of 2608, to (2)

pay the swap termination fees of $4,693,000, and (3)

pay the costs of issuing the bonds. 26,555,000

Serles of 20118, maturing through May 1, 2031, bearing
interest ranging from 2.00% to 5.00%, interest payable semi-
annually on May 1 and November 1. 10,210,000

Series of 2011C, maturing through May 1, 2026, bearing

interest of 2.50%, Interest payable semi-annually on May 1

and November 1. The Series of 2011C was used to (1)

advance refund the Series of 2008 and fo (2) pay the costs

of issuing the bonds. 14,540,000
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GENERAL LONG-TERM DEBT (cont'd)

Series of 2012A, maturing through May 15, 2027, becring
interest ranging from 2.30% to 2.65%, interest payable semi-
annudily on May 15 and November 15. The Seties of 2012A
was used to (1) advance refund the Series of 2006 and io
(2) pay the costs of issuing the bonds. The cash flow savings
and economic benefit were $1,987,878 and $1,641,948,

respectively,

NOTES TO FINANCIAL STATEMENTS

Series of 20128, maturing through May 15, 2016, bearing

interest ranging from 1.00% to 3.00%, inferest payable semi-
annuatly on May 15 and November 15. The Series of 20128

was used fo (1} advance refund the Series of 2007 and to

(2) pay the costs of issuing the bonds. The cash flow savings

and economic benefit were $576,368 and $564,078, respectively.

Serles of 2012C, maturing through May 15, 2022, bearing
interest ranging from 0.5% to 3.00%, interest payable semi-
annudlly en May 15 and Novernber 15. The Serles of 2012C
was used fo (1) advance refund the Series of 2005 and 1o

{2) pay the costs of issuing the bonds. The cash fiow savings
and economic benefit were $1,035,008 and $1,014,790,

respectively.

General Obligatfion Note

Series of 2004, maturing through October 19, 2025, with interest
at vatiable rates, interest payable on the 25th of each month.

Interest rates change on a weekly basis and are determined by
the Bond Market Association Index.

TOTAL

16,000,000

9,800,000

8,960,000

2.022.000
$82.362.000

Presented below Is o summary of debt service requirements to maturity by years:

Year Ending June 30,

2013
2014
2015
2016
2017
2018-2022
2023-2027
2028-2031

Principal

Maturities

$ 3,324,000
2,568,000
2,697,000
4,137,000
7,017,000

24,779,000
30,180,000
7,660,000

§_ 82,362,000
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Interest
Maturities

§ 3,102,220
2,984,514
2,892,286
2,747.147
2,597,353

10,394,061
5,092,963
583,509

$ 30,394,053

Totat
Malurities

$ 64256220
5552,514
5,689,286
6,884,147
9,614,353

35,173,061
35,272,963
3.243,509
$112,756,053
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NOTES TO FINANCIAL STATEMENTS

PENSION P|
Plan rptio

The District contributes to the Public School Employees' Retirement System ("PSERSY, a
govemmentat cost-sharing multiple-employer defined benefit pension plan administered by the
Commonwedatth of Pennsylvanica Public School Employees' Refirement System, The PSERS provides
retirement and disability, legisiatively mandated ad hoc cost-of-living adjustiments and cerain
health care insurance premium assistance to plan members and beneficiaries. The Public School
Employees' Retirement Code {Act No. 96, of October 2, 1975, as amended) provides the authorily
to establish and amend benefit provisions. The PSERS issues a comprehensive annual financlal
report that inciudes financial statements and required supplementaty infermation for the plon. A
copy of the report may be obtained by wrifing to Public School Employees' Retirement System,
RO. Box 125, Harrlsburg, PA 17108-0125,

Funding Policy

The contribution policy s established in the Public School Employees' Refirement Code and
requites contributions by aclive members, employers and the Commonwealth. Individuol
empioyess coniribute between 6.25 and 7.5 percent of salary depending on fhelr membership
status. Confributions required of employers are based upon an actuarial valuction, For fiscal
year ended June 30, 2012, the rate of employer contribution was 8.65 percent of covered
payroll. The District’s contributions fo PSERS for ihe years ended June 30, 2010, 2011 and 2012
were $1,458,376, §1,746,079 and $2,720,839, respectively, equal fothe required contribution for
each year. The Commonwealth contributes o PSERS by reimbursing the District 50 percent of ifs
contribution each year.

JOINT VENTURES

The District participates in a joint venture with the other school districts of Delaware County,
Pennsyivania in the operation of a Vecational-fechnlcal School Authority "DCVTSA"). The DCVTSA
is governed by seven members. Each member musi be a citizen of a school disiric! where the
DCVISA leases a project. The DCVISA oversees acquiring, holding, constructing, improving and
mainitaining the public area vocational-technical school buildings. The financial siatements of
the Yocational-Technical School Authority are available from the DCVTSA located ot 200 Yale
Avenue, Morton, Pennsylvania 19070.

The District aiso parlicipates in a joint venture with other school districts of Delaware County,
Pennsytvania fo support the Delaware County Community College. The financial statements of
the Community College Authority are available from the Delaware County Community Coliege
Authority {'DCCCA'") located at 901 South Media Line Road, Media, Pennsylvania 19063,

The District has enfered Into lease agreements with the DCCCA and the DCVTSA fo provide rental
payments to retire the Authority's outstanding debt obligations. The leass agreements generally
provide that in the event the individual Authorities either refire aff of their outstanding obligations
which were issued fo finance school facilities construction or acquisition, or accumuiate sutficlent
reserves to cover such obligations prior fo the expiration of the applicable schedules, there will be
no subsequently scheduled rental payments made. Inasmuch as the annual rentals include
reserve funds which either are invested by Authorities or used for advance refitement of
obiligations, It is anticipated that less than scheduled rentals will eventually be paid.
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JOINT VENTURES (coni'd)

Future Authority renfal paymenis are:

Yecu Ending June 30, DCCCA DCVTSA
2013 § 28,092 $ 29,784
2014 29,148 |,
2015 29,180 .
2Méb 29,083 .
2017 29,055 -
2018-2033 338,599 .
Tolal 483,157 29,784
Less: Interest requirements (150,338) {968)
Qutstanding rental payments § 332819 $ 28816

OPERATING LEASES

The Dishiict is committed under various noncancelable operafing leases, primarily for equipment,
modular classrooms and ransporiation. Future minimum operafing lease commitments are as
follows:

Year Ending June 30,
2013 $ 553,929
2014 553,929
Total $ 1,107,858

Rental expenditures were $§999,059 for the year ended June 30, 2012.

POST-EMPLOYMENT HEALTHCARE PLAN
Pian ripfion

The District's post-employment healthcare plon is o single-empiloyer defined benefit healthcare
plan. The pian provides medical insurance benefits to eligible retirees and thelr spouses, The
Board of School Directors has the authority to establish and amend benefit pravisions through the
collective bargaining process with members of the professional and support staff, an agreement
with administrative employees, and Individual employment contracts with certain employees,
The plan does nof issue any financial report and s not Included in the report of any public
empiloyee fetirement system or any other entity.

unding Poli

The contribution requirements of plan members are established and may be amended by the
Board of School Directors. The required contribution is based on projected pay-as-you-go
financing requirements, with any additional amount fo prefund as determined annually by the
Board of School Directors. For fiscal year 2012, the District contribuled $17.394 to the Plan.
Retiress paid group premiums of $294,735 In fiscal 2012,

- 4] -



NOTE 11

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

POST-EMPLOYMENT HEAITHCARE PLAN {cont'd)
Annucy OPEB Cost and Net OPEB Obligation

The: Disirlcl's annual other post-employment benefit cost {expense) Is calcuiated based on the
annual required contribution of the emplioyer ("ARC", an amount actuariaily determined in
accordance with the parameters of GASB Sialement No. 45. The ARC represents a level of
funding that, if paid on an ongoing basis, Is projected to cover nommal costs each year and
amortize any unfunded actuarial liabllities (or funciing excess) over a period not to excesd 30
years. The following table shows the components of the District's OPEB cost for the vear, the
amount actually contributed to the plan and changes in the District's net OPER obiigation fo the
plan.

Annual required contribution $ 343,900
Interest on net OPEB obligation 30,319
Adjustment to annual required contribution {41,361)
Annual OPEB cost (expense) 332,858
Contributions made (143,698)
Increase in net OPEB obligation 189,140
Net OPEB obligation - beginning of year 673,745
Net OPEB cbiligation - end of year $ 862,905

Funded Status and Funding Progress

The schedule of funding progress of OPEB Is as follows:

Actuariai
Accrued UAAL as a
Actuarial Liability Unfuncied Percentage
Actuaricl  Value of {AAL) - AAL Funded Covered of Covered
Valuation Assetls Enfry Age {UAAL) Ratlo Payrolt Payrol!
Dale (a) fb) (b-al {a/b) (o] [{b-a)/c]
2/1/2010 § - $2,520,547  $2,520,547 0.00% £28,898,612 11.46%
212009 $ - $2,701,580  $2,701,580 0.00% $§26,566,272 10.17%

Actuariad valualions of an ongoing plan involve estimates of the value of reporfed amounts and
assumptions about the probability of occurrence of events far info the future, Examples inciude
assumptions about fulire employment, mortality and heaithcare cost trends. Amounts
determined regarding the funded status of the plan and the annual requirad 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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PQST-EMPLOYMENT HEALTHCARE PLAN (cont'd)

tuarial Mef and mptions

Projections of benefits for financial reporting purncoses are based on the substantive plan (the
plan as undetstood by the employer and the pian members) and Include the types of benefits
provided ot the fime of each valuation and the historical pattern of sharing of benefit costs
belween the employer and pian members fo that point. The aciuarial methods and assumptions
used include techniques thot are designed to reduce the effects of shorl-term volatility in
actuarial llabilities and the actuariol value of assets, consistent with the long-term perspective of
the calculations.

In the February 1, 2012 acfuarai valuation, the entry age actuarial cost method was used. The
actuarial assumptions included a 4.50 percent invesiment rate of refumn and an annuagi
heaithcare cost trend rate of eight percent in 2012, reduced by decrements o an ultimate rate
of five percent in 2015 or iater. The UAAL is being amorlized based on the level doliar, 30-year
open period, The remaining amortization period at June 30, 2012 was 26 years.

CONTINGENCIES AND COMMITMENTS

Govemnment Gronts and Awards

The District participates in both state and federally assisted grant programs. These programs are
subject to program compliance audits by the granfors or their represeniotives. The District &
potentially liable for any expenditures which may be disallowed pursuant to the ferms of these
grant pregrams. Management is not aware of any material fems of noncompliance which would
result in the disaliowance of program expenditures.

Litigation

Ceriain litigation claims are pending against the District. In the opinion of District maonagement
and legal counsel, the potential losses, if any, on such claims would not have Q materially
advense effect on the District's finances.

RISK ENT

The District Is exposed fo various risks of loss relafed io torts: theft of, damage fo and destruction of
assets; errors and omissions; Injuries to employees; and natural disasters. Significant losses are
covered by commerciat insurance for all major programs except for workers' compensation, for
which the District retains risk of loss. For insured programs, there were no significant reductions in
insurance coverages during the 2011-2012 year. Sefflement amounts have not exceeded
insurance coverage for the current year or the three prior years,
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COMMITMENTS
Construction commitments for the School’s projects are as follows:
Contract Completed to

item / Descripion Contractor Name Amount June 30, 2012 Commitments
Wallingford Elomentary School

- additions and renovations
Construction E. R. Stuehner, Inc. $ 0071,835 § 6782088 g 2089797
Construction management Reynolds Construction 564,456 514,956 49,500
Architecture Godshall Kane Architects 856,000 793,204 62,706
Fire protection Apex Plumbing & Heating, Inc. 248,000 155,530 92,470
Plumbing Guy M. Cooper 700,331 588,228 112,103
HVAC Alistates Mechanical, inc. 1,970,000 1,685,444 284,556
Electrical Pagodsa Electical, Inc. 1.892 457 1,421,359 471,098
Nether Providence Elam. School

- additlons and renovations
Construction management Reynolds Construction 554,250 35,200 519,050
Architecturs Godshall Kane Architects 657,220 129,579 527,841
TOTAL $ 15|51 4,649 $ 12,105,428 $ 4,409,121

In addition, the District has incurred costs fotaling $960,123 for project costs that were not undera
formal contract as of June 30, 2012.

SUBSEQUENT EVENTS

The District has evaluated all subsequent events through November 15, 2012, the date the
financial statements were available to be issued.
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Barbacane, Thornton & Company LLP

200 Springer Building
REPORTY ON INTERNAL CONTROL Wiviogton, Dol 3810
OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ErATBEMO
ON AN AUDIT OF FINANCIAL STATEMENTS v brcpa.com
PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

November 15, 2012

Board of School Directors
Wallingford-Swarthmore School District
Wallingford, Pennsylvania

We have audited the financial statements of the governmentat activities, the business-type activities, each
major fund and the aggregate remaining fund Information of Wallingford-Swarthmore Schooi District,
Wallingford, Pennsylvania as of and for the year ended June 30, 2012, and have issued our report ithereon
dated November 15, 2012. We conducted our audit in accordance with audifing standards generaily
accepted in the United States of America and the standards applicable fo financial audifs contained In
Government Auditing Standards, Issued by the Compiroller General of the United States.

Infernai Control Over Financigj Reporting

In planning and performing our audit, we considered Wallingford-Swarthmore School District's infernal
control aver financial reporiing as « basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial sialements, but not for the purpose of expressing an opinion on the
effectiveness ot Wallingford-Swarthmore S$chool Districts Internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Organization's intemal control over
financial reporling.

A deficlency in infemnal confrol exists when the design or operation of a conirol does not allow
management or employees, in the normal course of performing their assigned functions, 1o prevent, or
defect and comect, misstatements on a fimely basis. A material weakness Is a deficiency, or o
combination of deficiencles, in internal control such that there is a reasonable possibility that o material
misstatement of the Organization's financial statements will not be prevented, or detected and corrected,
on a timely basls,

Our consideration of intfemnal control over financial reporting was for the limited puspose described in the
first paragraph of this section and was not designed to identfify all deficiencles in infemal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficlencies in infemal control over financic reporting that we consider 1o be materiai
weaknesses, as defined above,

BARBACANE
THORNTON
&COMPANY

CERTIFIED PUBLIC ACCOUNTANTY
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Board of School Directors
Wallingford-Swatthmore School District

C iar d Other Ma

As part of obtalning reasonable assurance about whether Wallingford-Swarthmore School Distief's
financlal statements are free of material misstaterment, we performed tests of s compiiance with cerlain
provisions of laws, regulafions, confracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement armounts. 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 fests disclosed no instances of noncompllance or other
matiers that are required to be reported under Government Auditing Stondards.

We noted certain matters that we reporfed to management of Wallingford-Swarthmaore Schoot Districtina
separate lefter dated November 15, 2012.

This report is infended solely for the information and use of management, the Board of School Direciors

and federal awarding agencies and pass-through entities; and is not infended o be and shouid not be
used by anyone other than these specified parties.

Bsdncame; Thaotss § oo, L1P

BARBACANE, THORNTON & COMPANY LLP
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Barbacane, Thornton & Company LLP

REPORT ON COMPLIANCE 200 Springer Building
WITH REQUIREMENTS THAT COULD HAVE A 3411 Silverside Road
DIRECT AND MATERIAL EFFECT ON EACH Wilmington, Delaware 19810
MAJOR PROGRAM AND ON INTERNAL CONTROL T 302.478.8940
OVER COMPLIANCE IN ACCORDANCE F 302.468.4001
WITH OMB CIRCULAR A-133 wwwbtcpa.com

November 15, 2012

Board of School Directors
Waltingford-Swarthmore Schoot District
Wailingtord, Pennsylvania

Compliance

We have audited the compliance of Wailingford-Swarthmore School Dishict, Wedlingford, Pennsylvania,
with the fypes of compliance requiremenits described in the OMB Circular A-133 Compliance Supplement
that could have g direct and material effect on lis major federal program for the year ended June 30,
2612. Wallingford-Swarthmore Schoot Distiict's major federal program is identified in the summary of
auditors’ results section of the accompanying schedule of findings and recommendations. Compliance
with the requirements of laws, regulations, contracts and grants applicable to its major federal programis
the responsibility of Wallingford-Swarthmore School District’s management. Our responsibility is fo express
an opinion on Wallingford-Swarthmore School District's compliance based on our qudit.

We conducted our audit of compliance in accordance with auditing standards generally accepted In the
United States of America; the standards applicable to financlat audits contained in Government Auditing
Standards, issued by the Comptroller Generat of the United States; and OMB Circular A-133. Those
standards ond OMB Circular A-133 require that we plan and perform the audit fo obtagin 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 Gudit includies
examining, on a test basis, evidence about Wallingford-Swarthmore School Distict's compliance with those
requirements and performing such other procedures as we considered necessary in the clrcumsiances.
We believe that our audit provides a reasonable basis for our opinion. Qur cudit does not pravide o legal
determination on Wallingford-Swarthmore School District’s compliance with those recuirements,

In our opinion, Wallingford-Swarthmore School District complied, in all material tespects, with the
requirements referred to above that could have a direct and material effect on its major federal program
for the year ended June 30, 2012.

Intetnal Control Over Compliance

The management of Wallingford-Swarthmore Schoo District, Wallingford, Pennsylvania, Is responsible for
establishing and maintaining effective Intemal confrol over compliance with requirements of lorwes,
reguiations, contracts and grants applicabie to federal programs. in ptanning and petforming our audit,

BARBACANE
THORNTON
&OCOMPANY

CERTIFIED PUBLIC ACCOUNTANTS

- AT -



1o the Board of School Directors
Wallingford-Swarthmore School District

we considered Wallingford-Swarthmore School District’s internal control over compfiance with requitements
that could have a direct and material effeci on a maljor federal program In order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
infemal control over compliance in accordance with OMB Clrcular A-133, but not for the purpose of
exprassing an opinion on the effectivensess of infemnal conirol over compliance. Accordingly, we do not
express an opinion on the effectiveness of Wallingford-Swarthmore School District's intemal controf over
compliance,

A deficiency in internal control over compliance exists when the design or operation of a controi does not
dllow management or employees, In the normal course of performing thelr assigned functions, io prevent,
of detect and correct, noncompliance with a type of compliance requirement of a federal Programona
fimely basis. A maferial weakness in Internal control over compliance is a deficiency, of combination of
deficiencies, in intermal control over compliance such that thete is a reasonable possibility thor material
noncompllance with a type of compliance requitement of a federal program wilt not be prevented, or
defected and corrected, on ¢ timely basls.

Qur consideration of internal control was for the limited purpose daescribed in the first paragraph of this
section and was not designed to identify all deficlencles in Infernal controf that might be deficiencies,
significant deficiencies or materiat weaknesses. We did not identify any deficiencies in infernal conirol
over compliance that we consider o be material weaknesses, as defined above.

This report is Infended solely for the information and use of management, the Board of Schoot Direciors
and federol awarding agencies and pass-through entifies: and is not intended {o be and should not be
used by anyone other than these specified parties.

létmmﬁf LLP

BARBACANE, THORNTON & COMPANY LLP



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND RECOMMENDATIONS

PART A - SUMMARY OF AUDITORS’ RESULTS

Financial Statements
Type of auditors' report issued [unqualified, qualified, adverse or disclaimer]:

Unguglified
Internal control over financial reporting:
* Material weakness(es) idenfified? Yes X___No
» Significant deficiency(ies) identifiled? Yes X___ Nene repored
e  Noncompliance material to financial
statements noted? Yes X__No
Federal Awords
internal conirol over major prograrms:
+« Maierial weakness(es} identified? Yes X__No
» Significant deficiency(ies) identified? Yes X___ None reported

Type of auditors’ report Issued on compliance for major programs [unquaiified, qualified, adverse or
disclaimer}:

Ungualtfied

Any audit findings disclosed that ore
required to e reported In accordance
with Section 510(a) of OMB Circular A-1337 Yes X __No

identification of major programs:

CFDA Numbet(s}) Name of Federal Program or Cluster

84.027 IDEA

Dollar threshold used to distinguish between
Type A and Type B programs: $300,000

Auditee quaiified as low-risk quditea? X_ Yeos No

- 49 -



WALLINGFORD-SWARTHMORE SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND RECOMMENDATIONS

PART B - FINDINGS RELATED TO FINANCIAL STATEMENTS

SIATUS OF PRIOR YEAR FINDINGS

CURRENT YEAR FINDINGS AND RECOMME CN

None.

PART C - FINDINGS RELATED TO FEDERAL AWARDS

STATUS OF PRIOR YEAR FINDINGS

None.

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

None.
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NOTE A

NOTE B

NOIEC

NOTED

WALLINGFORD-SWARTHMORE SCHOOL DISTRICT

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND CERTAIN STATE GRANTS

SCOPE OF THIS SCHEDULE

The Schedule of Expenditures of Federal Awards and Certain State Grants reflects federal
expenditures for all individual grants which werte aclive during the fiscal year. Additionally, the
Schedule refiects expenditures for cerfain state grants.

BASIS OF ACCOUNTING

The District uses the modified accrual method of recording fransactions except as noted for the
accounting of donated commodities in Note C. Revenues are recorded when measurable and
availabie. Expendltures are recorded when incurred.

NONMONETARY FEDERAL AWARDS - DONATED FOOD

The Commonwealth of Pennsylvania distibutes federal surplus food to institutions (schools,
hospitals and prisons) and to the needy. Expenclitures are repored in the Scheduie of
Expendifures of Federal Awards under CFDA #10.555. The Value of USDA Commodities
represent surplus food consumed by fhe District during the 2011-2012 fiscal yeqr,

ACCESS PROGRAM

the ACCESS Program is a medical assistance program that reimburses ool educational
agencies for direct eligible health-related services provided to enrolled special needs students,
Reimbursements are federal source revenues but are classified as fes-for-service and are not
considered federal financial assistance. The amount of ACCESS funding recognized for the
yecr ended June 30, 2012 was $45,313.

-53.



