Summary Board of Directors Meeting Minutes XXIII, June 24, 2024
In Person Attendance June 24, 2024
Virtual Attendance June 24, 2024
May 2024 Board Checks
June 2024 Board Checks
Pinnacle Health Medical Services - Physician of Recotrd Agreement 2024-
2025
Year-End Transfers and Commitments of Fund Balance June 2024

Cooperative Purchasing Agreements 24-25

Highmark

United Concordia

Pareto Captive Services LLC

Cancer Care Interlink Care Management Inc_Executed 7.1.24
KISx Card

Regenexx LLC

Audit - Derry Township School District Financial Report June 30 2023
Audit - Derry Township School District Management Letter

Audit - Derry Township School District Required Communication Letter
Derry Township School District Financial Statements Year Ended June 30

, 2021 Final (1) (1)
Derry Township School District Financial Statements Year Ended June 30
, 2022 Final (1)

Western Governors University Clinical Experience Renwal

Pennsylvania Western Internship Agreement

Derry Township Cooperative Education Program Students

15
16
17
37

56
58
59
60
76
78
82
97
105
118
213
215

220

310
405
414

419
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June 24, 2024 Board Meeting Virtual Attendance

Lisa Balanda

Mark Balanda

Dr. Marilyn Carter

Lauren Fasnacht Golaszewski

Jill McCarver

Kim O'Connell

Todd Shaffer

Angie Shipper

Carol Smith

Tim Smith

Drew Weidman
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<HIGHMARK. @ RENEWAL NOTIFICATION

FOR CLIENTS RENEWING
JULY-DECEMBER 2024

Client Name:

Derry Township School District

Client Number(s):

067945

The following are proposed modifications to the Master Health Services Agreement upon renewal. Plan changes, other than
definitions or items designed to clarify an existing benefit or process will be implemented upon receipt of your expressed
written authorization. We are providing you with this information so that you may evaluate and decide if these changes are

beneficial to your plan.

This Renewal Notification applies to the following medical products unless otherwise noted within:

PPO Blue®™ PPO Blue Total Health

EPO Blue®™ EPO Blue Total Health
Community Blue Premier Flex> PPO Classic Blue® Traditional
Community Blue Premier Flex EPO Classic Blue CMM
Community Blue Premier Flex Total Health Performance Blue PPO
Lehigh Valley Flex Blue PPO Performance Flex Blue PPO
Choice Blue PPO Performance Blue EPO

Performance Flex Blue EPO

Please take a moment and accept or decline each option available to you. Your client manager will help implement
these provisions for your organization.

[CONTRACTUAL CHANGES - EFFECTIVE ACROSS THE BOARD|

Member Website URL

The website URL for the member web experience has been updated. The new URL is myhighmark.com, replacing
www.highmarkblueshield.com. MyHighmark.com provides members with a seamless and simple experience with one entry point
and single-sign-on functionality for many target programs and resources.

Well360 Diabetes Care Management Program, powered by Onduo

For clients that provide the Well360 Diabetes Care Management Program, Highmark is enhancing the program to include
members age 13+ diagnosed with type 1 diabetes. The Diabetes Care Management program previously only covered members
diagnosed with type 2 diabetes. This enhancement is added at no cost. The effective date is early 2024.

[CONTRACTUAL CHANGE - EFFECTIVE UPON RENEWAL|

Mental-Well Being

Effective January 1, 2024, upon renewal, Highmark will expand its core clinical model to include an expanded Mental Well-being
solution. Highmark’s Well-being solution is powered by Spring Health. All self-funded clients will receive this expanded

benefit. If you do not wish to add this benefit, you will be required to opt out.

Mental Well-Being solution will include a 24/7 virtual care program with tools, coaching and clinical mental health support for
members 6 years of age or older. The proprietary assessment within the solution screens for 10+ mental health conditions,

Highmark Blue Shield is an independent licensee of the Blue Cross Blue Shield Association.

CPA ASO July 2024.1 NO 1/26/2024
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11'(3(1'(17 $8',72516 5(3257

Board ofSchoolDirectors
Derry TownshipSchool District
Hershey Pennsylvania

Report on the Audit of the Financial Statements

Opinions

We have audited the financial statements of the governmental activities, the btygresstivities, each

major fund and the aggregate remaining fund informatighederry Township School Distri¢District)

as of and for theyear ended June 30, 2023and the related notes to the financial statements, which
collectively comprise¢he DistrictfV EDVLF ILQDQFLDO VWDWMHPLHQWY DV OLVWHG |

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the biygireeastivities, each

major fundand the aggregate remaining fund information of Birict, as of June 30, 2@2and the
respective changes in financial position, and where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United StatesrimaAme

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contain&viearnment Auditing
Standardsissued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independetitedDistrict and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation and maintenance of internalcbrlevant to the preparation and fair presentation

of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing thdinancial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the District's ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial dosibortly thereafter.



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinions. Reasonable assurance isgh kevel of assurance but is not absolute assurance and therefore is

not a guarantee that an audit conducted in accordance with GAASawednment Auditing
Standardswill always detect a material misstatement when it exists. The risk of not detectatg@al
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if thier@ substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS &alvernment Auditing Standardse
x exercise professional judgment and maintain professional skepticism throughout the audit.

x identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regardargdhats and disclosures
in the financial statements.

x obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of tBestrict's internal control. Accordingly, no such opinion is
expressed.

x evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

x conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about fistrict's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings and certain internal oelates matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United i3tdt RI $PHULFD UHTXLUH WKDW W
Discussion and Aalysisand the required supplementary information as listed i€tmtentsbe presented

to supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required Gpteenmental Accounting Standayds

Board who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certaingnoctedures

to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the infoation for consistency with management's responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the infdracicse the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise théistrict's basic financial statements. The supplementary information as listed in the Contents
andSchedule of Expenditures of Federal Awaadsrequired byfitle 2 U.S.Code of Federal Regulations

Part 200 Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal
Awardsare presented for purposes of additional analysis and are not a required part ottfiedvesal
statements. Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to #editing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic fitatecsdrds or to

the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the supplementary
information as listed in the Contents achedule of Expenditures of Federal Awards are fairly stated, in

all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance witsovernment Auditing Standardse have also issued our report datedel0, 2024 on

our consideration of thBistrict's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose
of that report is solely to describe the scope of our testing eriait control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveneBistfdte

internal control over financial reporting or on compliance. That report is an integral part oflian au
performed in accordance witBovernment Auditing Standarda consideringDistrict's internal control

over financial reporting and compliance.

Camp Hill, Pennsylvania
JunelQ, 204



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year Ended June 30, 202

The Management Discussion and Analy§idD&A) provides an overall review and insight intbe

DistrictfV ILQDQFLDO DFWLYLWL HWnd BOJ20R30H202.VTRI® MD&A Subhviari €3G H G
WKH GLVWULFWITV ILQDQFLDO SHUIRUPDQFH DV D ZKROH 7KHUHIR!
statements, including the RWHV WR )LQDQFLDO 6WDWHPHQWY DV ZHOO DV W
OHWWHU WR HQKDQFH WKHLU XQGHUVWDQGLQJ RI WKH GLVWULFW

Background

The Management Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) StateienB4. Certain condensed comparative
analyses of financial statements have been presented in these statements.

PreGASB No. 34 standards required use of the modified accrual system of accounting for revenues (no
receivables/accruals beyond 60 days). In addition;G&E8B No. 34 standards also did not record
depreciation expense on capialsets andid not require reporting of net assets of various funds. GASB
No. 34 now requires full accrual of revenue and calculating depreciation on capital assets.

Financial Highlights

In accordance with GASB Statement No. 54, the District has recorded as a Permanent Fund the fair market
value of assets held in trust by Fulton Financial Advisors under a bequest made by Milton S. Hershey. As

of 2023and 202, the value of this fund wa%18,134,693and $15,488,795respectively. The fund balance

LV FODVVLILHG DV 31RQVSHQGDEOH" GXH WR WKH UHVWULFWLYH Q
only.

Also, in accordance with GASB 54, the Board of School Directors adopted Policy 620, Fund Balance. This
policy classifies the General Fund Balance based on the relative strength of constraints that control the
purposes for which specific amounts can be spefiective June 30, 201fund balances are now reported

in the following classifications:

Nonspendable  Amounts that cannot be spent because #reyin a nonspendable form (such as
inventory and notes receivable).

Restricted Amounts limited by external parties (grants or donations).
Committed Amounts limited by Board policy (future anticipated costs).
Assigned Amounts intended for particular purpose

Unassigned Amounts available for consumption or not restricted in any manner.

Board Policy 62%&nd 625.1imit amounts that may be accumulated in the General Fund. Policy 625, Fund
Balance, provides that the District shall maintain an unassigned General Fund Balance of not less than 3%
of expenditures, and not more than the amount allowed by the Commonefdaéhnsylvania, currently

8% of budgeted expendituresThe Board of School Directors will approve committed fund balances
designated for future anticipated costs.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year Ended June 302023

The accompanying Fund Balance Review, on page 5, summarizes General Fund activity for the current and
prior year. Total Fund Balance increasediyl75,562 an82,921,308 for the years ended June2B23
and 202, respectively

The District has committed a portion of the General Fund Balance for future state retirement costs, for the
'LV WU L Fnaufed nvedicall plan and for future capital plans. The committed portion of the General Fund
Balance for future retirement costs andRU W KH 'L \:-Msured-meflival ¥lehOid5$0,000 and
$2,000,000, for year ended June 2023 respectively and $200,000and $500,000 for year ended June

30, 202, respectively. The committed portion of the General Fund Balance for futural gdauits for the

yeas endedJune 302023 and 202% $7,000,000 an&3,000,000.

20222023 revenues from all sources, local, state, federal and other exceeded budgeted revenues by
$2,569901 0r about3.6%. Although it was unknown how the COAL® pandemic would affect the 2622

2023 school year, the local Derry Township economy rebounded more quickly than had been anticipated.
The most significant increase was in local revenues which surpassed the duegeteies by more than
$1.7million. Collections of current Earned Income Taxes and Amusement Taxes were the most significant
local revenues collected greater than budgéhe PA State Budget was only passed July 8, 2022 and
included increases in subgitlnding to PA state schools. The actual Basic Education Subsidy received in
the 20222023 school year exceeded budget by $1 million.

20222023 actual expendituregere less thabudgeted expenditures by $77,831 Personnel Services
(salaries) were $600,000 under budget due to unfilled positions during the school year. This resulted in
employee benefits also being under budget by $1.3 million primarily due to reductions in PSERS and
medical benefits. Expenses itaft Operations & Maintenance exceeded budget by $1 million primarily
due to rising energy costE£yber School tuition rates continue to rise. Although the enrolimentiiercy
schools has dropped, the actual expexseeded budget by $200,000.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302023

Annual Financial Report

The governmental statements consist of the Statement of Net Assets and the Statement of Activities. These
governmental statements combine governmental activities with busypesactivities. The governmental
DFWLYLWLHV LQFOXGH dgrary &id Renatikng suiclyad iostractiof, \sufpdrRservices, plant
operation and maintenance, pupil transportation and extracurricular activities. The business activities
include services provided on a charge basis to recover the expenses of the sevided.prhe food

service enterprise fund is reported as a busityggsactivity.

The Statement of Net Assets is a governméitGH VWDWHPHQW WKDW VXPPDUL]HV W
liabilities in their entirety. It includes capital assets, net of a provision for accumulated depreciation, as
well as longterm debt (mainly bonds payahl

The Statement of Activities is a governmavtle statement that summarizes expenditures among the eight
ODUJHVW IXQFWLRQV DV ZHOO DV HDFK SURJUDPYV QHW FRVW W
activity, unrestricted grants and contrilwuts by other organizations). It includes depreciation expense not
previously recorded, and interest expense previously reported only in the debt service fund. The
Governmental Funds Balance Sheet includes only assets expected to be used or consuiatgititiesd |

which will be due during the next year. Neither capital assets noitédomgdebt are included. Note 1B to

the Financial Statements explains the financial statements presentation in detail.

Fund Financial Statements

The Fund Statements present financial information in greater detail than the Ristetatements. Major
funds are reported in separate columns, whilemajor funds are aggregated and presented in a single
column.

*RYHUQPHQWDO )XQGVY DUH XVHG WR UHSRUW PRVW RI WKH 'LVWU
other assets to and from the funds, and the remaining fund balances at the end of the fiscal year, which are
available to be used in future periodheTgovernmental funds use the modified accrual method of
accounting that measures cash and assets that can be readily converted to cash. The governmental funds
provide a detailed shetVHUP YLHZ RI WKH 'LVWULFWTV RSHUDMNWmRaY DQG W
fund information helps the reader determine if there are greater or less financial resources that can be spent
LQ WKH QHDU IXWXUH WR ILQDQFH WKH 'LVWULFWY{V SURJUDPV 7K&t
activities reported inhie Statement of Net Assets and the Statement of Activities and governmental funds

is reconciled in the financial statements.

Proprietary Funds are used to report District activities that are similar to business operations in the private
VHFWRU 7KH )RRG 6HUYLFH )XQG DQG WKH *UDQDGD 3URMHFW
Proprietary funds use the accrual methodazbanting; therefore, proprietary fund reports will match, in

all essential respects, the businggse activities portion of the governmenide statements.

Permanent Funds are used to report resources that are legally restricted to the extent that only earnings, and
not principal, are used to support school programs. The District is a beneficiary under the will of Milton S.
Hershey and receives quarterlyonee distributions calculated annually at approximaétyof the March

31st market value, in accordance with procedures established by the Pennsylvania Attorney General. The
distributions support the overall academic programs of the District.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302023

Fiduciary Funds are those funds that District is the trustee, or fiduciaryDonations or bequests
designated for scholarships are the primary fiduciary funds. Donors specify how the funds may be used.
Since the funds may not be used for any other purpose, they are excluded frdbispticefunds because

the District is prohibited from using these fundsftoance any other activitieShe District's fiduciary
activities are reported in separate Statements of Fiduciary Net Position.

The analysis of theistricts major funds provides detailed information about the most significant
funds - not the District as a whole. Some funds are required by state statute, while other funds are
established by thBistrict to help manage money for particular purposes and compliance with various grant
provisions. TheDistrict's four types of fundsgovernmental, proprietary, permanent and fiduciary, use
different accounting approaches as further described in the notes to the financial statements.









DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 30, 202

District Budget

7KH 'LVWULFWIV EXGJHW LV SUHSDUHG LQ DFFRUGDQFH ZLWK 3H
certain transactions based on cash receipts, disbursements and encumbrances. The most significant
budgeted fund is the General Fund. The budgeting systetnols expenses by classifying expenses by
functional areas and by type of expense. A summary of budget to actual res28Z@023 is shown

in the review below:

As noted earlier, 2022023 actual revenues exceeded budgeted revenue®,5§%901

2022-2023 actual expenditures welessthan budgeted expenditures by6¥l7,831

10



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302023
Capital Assets

The scheduldelowreflects capital assets owned by District, net of accumulated depreciation. For comparative purposes, the schedule reflects both the
current and the preceding year.

11



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302023

Debt

The District did not issue any new debt durd@222023 The District continues to maintairA®A credit
UDWLQJ DV LVVXHG E\ 6WDQGDUG 3RRUfV 7KLV UDWLQJ LV WKH
the District among only a handful of Pennsylvania districts with that rating.

Current Issues

2Q -XQH SHQQV\OYDQLDTV JRYHUQRU VLIJQHG $FW RI 6SHFL
is farreaching and complex and includes provisions for District property tax reduction funded through
gaming revenue, facilitates a tax reductiod @ossible tax shift though imposition of additional earned
LQFRPH WD[ RU SHUVRQDO LQFRPH WD[ UHTXLUHV YRWHU DSSURY
tax rate increases beyond a stzdiculated index and created a Local Tax Study Comamigsi submit a
recommendation to the Board regarding the tax shifting noted above. The Act also requires adoption of a
preliminary budget as much as six months earlier than in the past.

The District is required to make contributions to the Pennsylvania State Employees Retirement System
(PSERS) which covers substantially all employees. Although contribution rates were projected to increase,
the contribution rate for 2023024 is actually éing reduced compared to the current rate. The PSERS
Board of Trustees will continue to monitor the performance of the fund as it sets the rates going forward.
Historic rates have been as follows:

20132014 16.93%

20142015 21.40%

20152016 25.84%

20162017 30.03%

20172018 32.57%

20182019 33.43%

20192020 34.29%

20202021 34.51%

20212022 34.94%

20222023 35.26%

20232024 34.00%

The Commonwealth of Pennsylvania provides a subsidy fehalief the retirement contributions.

Contacting the District  Minancial Management

Our financial report is designed to provide our citizens, taxpayers, parents, students, staff, investors and
FUHGLWRUY ZLWK D JHQHUDO RYHUYLHZ RI WKH "HUU\ 7TRZQVKLS 61
Rl 6FKRRO 'LUHFWRUYV fe DuRdsRh¢ Qi Erec@ikas \Quéestibnyvdbout this report or

requests for additional financial information should be directed to the Business Manager at Derry Township
School District, 30A East Granada Avenue, Hershey, PA 17033, (7172314

12
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies

Derry Township School Districttlfe District) operates a publischool system that encompassee
municipalityin DauphinCounty. The District operas oneslementary schopbne middle school and one

high school. The District operates under current standards prescribed by the Pennsylvania Department of
Education in accordance with the provisions of the School Laws of Pennsylvania. The governing body of
the District is compsed of a board of nine school directors who are each elected forgefmmuerm. The

daily operation and management of the District is edrout by the administrative staff of the District,
headed by the Superintendent of Schools who is appointed by the Board of School Directors. Funding for
the District is received from local, Commonwealth and Federal sources and must comply with the
requrements of the various fundisgurce agencies.

The District assesses the taxpayers of these municipalities based upon taxing powers at its disposal. The
ability of the DistrictfV WD[SD\HUV WR SD\ WKHLU DVVHVVPHQWYV LV GHSHQ
affecting the taxpayers.

The financial statements of the District have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is theositdkive, standargetting body for the
establishment of governmental accounting and financial reporting principles. The more significant of these
accounting policies are as follows:

A. Reporting Entity

In evaluating the District as a reporting entity, management has addressed all potential component units
ZKLFK PD\ RU PD\ QRW IDOO ZLWKLQ W K HhélckitgvidJusedifie/DIdtrigptD Q FL D O
to evaluate the possible inclusion of related entities within its reporting entity are financial accountability

and the nature and significance of the relationship. In determining financial accountability in a given case,
the Districtreviews the applicability of the following criteria:

The Districtis financially accountable for:

Organizations that make up the lefddtrict entity.

Legally separate organizations Diistrict officials appoint a voting majority of the organizations'
governing body anthe Districtis able to impose its will on the organization or if there is a potential
for the organization to provide specific financial benefits to, or impose specific financial burdens on,
the primary government.

Impose its will If the Districtcan significantly influence the programs, projects, or activities of, or the
level of services performed or provided by, the organization.

Financial benefit or burdetxists ifthe District(1) is entitled to the organization's resources or (2) is
legally obligated or has otherwise assumed the obligation to finance the deficits of, or provide support
to, the organization or (3) is obligated in some manner for the debt of the organization.

Organizations that are fiscally dependent on the District.

Fiscal dependency is established if the organization is unable to adopt its budget, levy taxes or set rates
or charges, or issue bonded debt without approval by the District.

Based on the foregoing criteria, the District has no component entities that need to be included in the
District's financial statements.

26



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Sgnificant Accounting Policies(Continued)

A. Reporting Entity (Continued)

Joint Ventures The Districtis a partigpant in several joint ventures, each of which is a separate legal entity
that offers services tthe Districtand its residents. These entities serve multiple school districts and
municipalitiesand therefore are not included in this reporting entity as a component unit. These entities
do not have taxing authority, but are required to adopt an annual budget, which is funded primarily by its
members and others that use its services.

Dauphin County Area Vocational Technical Schobhe District isone of severmemberschool districts

of the Dauphin County Technical School (DCTSJhe VoTech School provides vocatior@chnical

education to the catituents of all participating schooaistricts. Member school districts are responsible

for funding the major portion of the Ybech School's operating budget. ForykarendcedJune 30, 2023

Derry TownshipSchool District paid $95,317for its estimated share of the operating budget. Alsioé 30,

2023 the VoTech School's General Fund had total asse$8 8¥4,951and total liabilities of $,139,251

As of June 30, 2023he VaTech School had property and equipment net of accumulated depreciation of
$22,821,024 andlong-termliabilities of $42,824,397 The VoTech6 FKRRO TV RXWVWDQGLQJ EDC(
Series of 2015 bond as @&fine 30, 2023s $12,240,000

The Board authorized the incurring of lease rental debt in connection with the Dauphin County Technical
School, by entering into an agreement of lease and guaranty with Dauphin County Technical School, dated
March 15, 2007. The Technical School constaigtgrovements and renovations and acquired equipment

for the Technical School and has financed it by issuing $24,750,000 in School Lease Revenue Bonds, Series
of 2007, dated March 15, 2007. These bonds were refinanced by the issuance of Series ote2D15, da
March 15, 2015, in the amount of $19,005,000. This debt is supported by the full faith, credit and taxing
power of the sevemember school districts who participate in the Technical School. Derry Township
6FKRRO 'LVWULFWYV RUivdd $3 070,084 WHitH wRd bigédlo th@ rhBrkét valuation of

all taxable real property in each school district.

The following is a schedule of principal and interest requirements to service the Lease Obligations
Dauphin County Technical School Bond requirements of the District:
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

A. Reporting Entity (Continued)

Capital Area Intermediate UnitThis Intermediate Unit provides support and services to students with
special needs that cannot be provided by district staff.

Harrisburg Area Community CollegeProvides higher education services. All Dauphin County Schools
provide support to reduce tuition for district residents who attend full time.

The most recent audited financial statements of these joint ventures are available for inspection at the
District's business office.

B. Basis of Presentation

The District's basic financial statements consist of governmiglg statements, including@iatement of
Net Position and &tatement ofActivities andFund Financial Statements, which provide a more detailed
level of financial information.

Governmentwide Financial StatementsThe Statement ofNet Position and theStatement ofActivities

display information about the District as a whole. These statements include the financial activities of the
primary government, except for fiduciary funds. The statements distinguish between those activities of the
District that are governmental and those that are considered bigipesgtivities.

The Statement ofNet Position presents the financial condition of the governmental and budiyiess
activities ofthe Districtat year end The Statement ofActivities presents a comparison between direct
expenses and program revenues for each program or functiom Dfstricts governmeratl activities and

for the businesgype activitiesof the District Direct expenses are those that are specifically associated
with a service, prograner departmenand thereforeglearly identifiable to a particular function. Program
revenues include charges paid by the recipient of the goods or services offered by the program, grants and
contributions that are restricted to meeting the operational or capital requirementstafudapg@rogram

and interest earned on grants that is required to betosegbport a particular program. Revenues which

are not classified as program revenues are presented as general reviéraubsstrfct with certain limited
exceptions. The comparison of direct expenses with program revenues identifies the extent to which each
business segment or governmental function isfsehcing or draws from the general revenueshef

District.

Fund Financial Statement®uring the yearthe Districtsegregates transactions related to ceiDstrict
functions or activities in separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial inform#tierdtrictat this

more detailed level. The focus of governmental and enterprise fund financial statements is on major funds.
Each major fund is presented in a separate column.-niNgar funds are aggregat and presented in a

single column. Fiduciary funds are reported by type.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

C. Fund Accounting

The Districtuses funds to maintairsifinancial records during the year. A fund is defined as a fiscal and
accounting entity with aelf-balancingset of accounts. There are three categories of funds: governmental,
proprietary and fiduciary.

Governmental funds are those through which most governmental functitims Districtare financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which they
may or must be used. CurremdHilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance. The following are
the Districts major governmental fundier theyearended June 30, 2023

The General &nd is the operating fund tie Districtand is used to acuoat for all inancid resources
except those required to becounted for in another fund.

The Capital Projects Funds are made up of the Capital Reserve Fund as well as the Capital Projects
Fund.The Capital ReserveurRd was established by tB®ard in April 2008 to fund variouduture

school projects. The annual funding level shall be adjusted based on aabpavged Tapital
maintenance/growth plamand shall not exceed three yeafpmjected expenditureExpenditures are

limited to capital inprovements, replacement of argtigions to public works anitnprovementsfor

deferred maintenance thereof, and for the purchase or the replacement of school buses, and for no other
purpose.The Capital Projects Fund was established by the Boa261f ands used to account for

and report financial resources that are restricted to expenditures for the acquisition, construction, or
improvement of major capital facilities.

The Permanentund is a beneficial interest in a perpetual trust. The fundyalerestricted to the
extentthat only earnings, and not principal, are used for purposes that stgpbDistrictf V SURJUDPV

The Debt &rvice fund accounts for accumulation of resources for, and the payment-¢étondebt
principal, interest and related costs.

The Student Sponsored Activity Fund is set up in accordance with Section 511 of the PA School Code
for student sponsored school organizations and publications which do not meet the criteria to be
reported as custodial funds per GASB Statement N&id4ciary Activities.

Proprietary Runds focus on the determination of the changes iposition financial position and cash
flows. Proprietary funds are classified as enterprise or internal setlie®istricthas no internal service
funds.

Enterpise Runds are used to account for any activity for which a fee is charged to external users for goods
or services.The Districtreports the following enterprise funds:
The Food 8&rvice Fundaccounts for the financial transactions related to food service operations.

TheGranadaProject kind accounts for financiaansactionselated tdfacility rental operations
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

C. Fund Accounting (Continued)

Fiduciary Fund reporting focuses on pesition and changes in net position. The fiduciary fund category

is split into four classifications: pension trust funds, investment trust funds, private purpose trust funds and
agency funds. Trust funds are used to account for assets held by thet Dister a trust agreement for
individuals, private organizations, or other governments and are, therefore, not available to support the
District's own programs. The District's only trust faage private purpose trust funds whiebhcount for
scholarshigprograms for students.

D. Measurement Focus and Basis of Accounting

The governmenivide, proprietary and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is inedirregardless of the timing of related cash flows. Property

taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the providerdramest. Net

position (total asets plus deferred outflows of resourcdsss total liabilitiesless deferred inflows of
resourcepis used as a practical measure of economic resources and the operating statement includes all
transactions and events that increased or decreageaisitein Depreciation is charged as expense against
current operations and accumulated depreciation is reported Statbment oNet Position

The governmental fund financial statements are reported using the current financial rescasoesmeat

focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to @yillties of the current period. For this purpdbe,District

considers tax revenue to be available if collected within 60 days of the end of the fiscal period. Revenue
from Federal,state and other grants designated for payment of specific SchoacDéstpenditures are
recognized when the related expenditures are incurred; accordingly, when such funds are received, they are
recorded as deferred revenues until earned. Expenditures generally are recorded when a liability is incurred,
as under accrual accounting. Howeveebt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

E. Budgets and Budgetary Accounting

An operating budget is adopted prior to the beginning of each year for the General Fund on a modified
accrual basis of accounting. The General Fund is the only fund for which a budget is legally required.

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

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

The Districtis required to publish notice by advertisement, at least once in two newspapers of general
circulation in the municipality in which it is located, and withBdays of final action, that the proposed
budget has been prepared and is available for public inspection at the administrative dffice of
District.

Notice that public hearings will be held on the proposed operating budget must be included in the
advertisement; such hearings are required to be scheduled a0ldags prior to when final action on
adoption is taken by the Board.

Legal budgetary control is maintained at the-fuiction/major object level. The Board may make
transfers of funds appropriated to any particular item of expenditure by legislative action in accordance
with the Pennsylvania School Code. Management mmend the budget at the stunction/subobject

level without Board approval. Appropriations lapse at the end of the fiscal period. Budgetary
information reflected in the financial statements is presented at or below the level of budgetary control
and indudes the effect of approved budget amendmerie Board madao supplemental budgetary
appropriations throughout the year

In order to preserve a portion of an appropriation for which an expenditure has been committed by a
purchase order, contract or other form of commitment, an encumbrance is recorded. Encumbrances
outstanding ayear endare reported in the fund financial statementa @smmittedfund balance

Included in the @neralFund budget are program budgets as prescribed b¥dHeraland state

agencies funding the progranThese budgets are approved on a program by program basis by the
Federalnd state funding agencies.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Bosition
Fund Balance

Cash and Cash Equivalents adindestments Cash includes all demand deposits, petty cash, savings,
money market accounts a@ertificates ofDeposit owned byhe District Investments include repurchase
agreements, investment trusts which mature at a future date, mutual funds and Unite@ir&iatey
Notes. Investments astated at faivalue. Accrued interest is reflected &gher receivableson the
balance sheet.

The Districtis authorized by Sec. 440.1 of the Public School Code of 1949, as amended, to invest in United
States Trasury Bills, shorterm obligations of the United States Government or its agencies and
instrumentalities, or in deposjte1 savings accounts or time deposits or share accounts of institutions
insured by the Federal Deposit Insurance Corpord&@iC) or the Federal Savings and Loan Insurance
Corporation(FSLIC) or the National Credit Union Share Insurance FIN@USIF), to the extent thatuch

accounts are so insured, and for any amounts above the insured maximums, provided that approved
collateral as required by provisions of Act No. 72 of the Commonwealth of Pennsylvania are pledged by
the depository.

For purposes of these financial statemetits, District considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents.

Interfund Balances On fund financial statements, receivables and payabkadting from shorterm
interfund loans are classified a3nterfund receivables/payable. These amounts are eliminated in the
governmental and businesge activities columns of th8tatement ofNet Position, except for the net
residual amounts due betwegovernmental and businegge activities, which are presented as internal
balances.

Inventory Onthegovernmenwide financial statements, inventories are presented at the lower of cost or
market on a firstn, first-out basis and are expensed when used.

On fund financial statements, inventories of governmental funds are based upon the latest invoice price,
which approximates cost while inventories of proprietary funds are stated at the lower of cost or market.
For all funds, cost is determined on a firstfirst-out basis. Inventory in governmental funds consists of
expendable supplies held for consumption. Inventories ajdtiernmental funds arehterprise fund are
expensed when used.

Prepaid ExpensesCertain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items (consumption method) in both the govemiderdand fund financial
statements.
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

Capital Assets General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in the governmental funds. These assets
are reported in the governmental activities colushthe governmenwide Statement oNet Position but

are not reported in the fund financial statements. Capital assets utilized by the proprietary funds are reported
both in the businestype activities column of the governmenside Statenent of Net Position and in the
respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair market values as of the date
received. The Districtmaintains a capitalization threshadfl $5,000. The Districtdoes not possess any
infrastructure. Improvements are capitalized; the costs of normal maintenance and repairs that do not add
to the value of the asset or materially extend an asset's life are not.

All reported capital assets except land, land improvements and constingticrgress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets. Depreciation is
computed using the straiglime method over the following useful lives:

Governmental BusinessType
Activities Activities
Description Estimated Lives Estimated Lives
Buildings andmprovements 20-50 years N/A
Furniture and guipment 5-15 years 5-12 years
Vehicles 8-10years N/A

Deferred Outflows of Resource®ensiongnd Other PosEmployment Benefits The District recognizes
deferred outflows of resources, which represent a consumption agsetthat is applicable to a future
reporting period and so will not be recognized as an outflow of resources (expense) until thahgme.
District has identified these items in subsequent notes to the financial statements

Deferred Outflows of ResourcesDeferred Amounts onRefunding Debt The District recognizes the
difference between the-gequisition price and the net carrying amount of the old debt as a deferred outflow
which is a component of interest expense over the remaining life of the old or new debt, whichever is
shorter.
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

LongTerm Obligations In the governmentide financial statements, and proprietary fund types in the
fund financial statements, losigrm debt and other lorAigrm obligations are reported as liabilities in the
applicable governmental or businggpe activity columns in thetatement of net position. Bond premiums

and discounts are deferred and amortized over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium or discount. Bondeissasia are
recognized as an expense in the period incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources while discounts on debt isses are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

Leases The District is a lessee for naancellable leases efjuipmentA lease liability and an intangible
ULJKW(WR(XVH OHDVH DVVHW LV UHFRJQL]JHG LQ WKH JRYHUQPHQV

At the commencement of a lease, the District initially measures the lease liability at the present value of
payments expected to be made during the lease term. Subsequently, the lease liability is reduced by the
principal portion of lease payments madee Téase asset is initially measured as the initial amount of the
lease liability, adjusted for lease payments made at or before the lease commencement date. Subsequently,
the lease asset is amortized on a strdigbtbasis over its useful life.

Key estimates and judgments related to leases include how the District determines (1) the discount rate it
uses to discount the expected lease payments to present value, (2) lease term and (3) lease payments. The
District uses the interest rate chargedhmy lessor as the discount rate. When the interest rate charged by

the lessor is not provided, the District generally uses its estimated incremental borrowing rate as the
discount rate for leases.

The lease term includes the noancellable period of the lease. Lease payments included in the
measurement of the lease liability are composed of fixed payments and purchase option price that the
District is reasonably certain to exercise.

The District monitors changes in circumstances that would require a remeasurement of its lease and will
remeasure the lease asset and liability if certain changes occur that are expected to significantly affect the
amount of thdease liability.

{HDVH DVVHWYV DUH UHSRUWHG ZLWK RWKHU FDSLWDO DVVHWYV DQ
the statement of net position.

Compensated AbsencesSick leave benefits are accrued as a liability using the termination method. An
accrual for earned sick leave is made to the extent that it is probable that benefits will result in termination
payments. The liability is an estimate based on the BidvifV SDVW H[SHULHQFH RI PDNL
payments. The compensated absence liability is reported on the govewidesfihancial statements.
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund Balance (Continued)

Pensions Substantially all fultime and qualifying pastime employees of the District participate in a cost
sharing, multipleemployer defined benefit pension plan. For purposes of measuring the net pension
liability, deferred outflows of resources and deferred inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of the FUBIFKRRO (PSOR\HHVY 5HWLUHF
36(56 DQG DGGLWLRQV WR GHGXFWLRQV IURP 36 (5§ untheGXFLDU\
same basis as they are reported by PSERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Other PosEmployment BenefitsIn the governmenwide financial statements, the District recognizes the
costs and liabilities associated with pestployment benefits other than pension compensation. The
District participates in two plans, the first is a single employer plan aderi@isby the District. ThElan

provides retiree health, vision, dental care and prescription drug benefits for eligible, retired employees and
their qualified spouses/beneficiaries. The District estimates the cost of providing these benefits through an
actuarial valuation.

The District also participates in a governmental cost sharing, mudipoyer other postmployment

benefit plan (OPEB) with PSERS for all eligible retirees who qualify and elect to participate. For purposes

of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of resources
related to OPB, and OPEB expense, information about the fiduciary net position of the Public School
(PSOR\HHVY 5SHWLUHPHQW 6\VWHP 36(56 DQG DGGLWLR®V WR GHG
have been determined on the same basis as they are reported by PSERS. For this purpose, benefit payments
are recognized when due and payable in accordance with the benefit terms. Investments are reported at fair
value.
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Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund Balance (Continued)

Other PosEmployment Benefit§Continued)

7KH EDODQFH RI WKH 'LVWULFWYV 23(% OLDELOLWLHWVUDEBG8, UHODW
2023 are as follows:

Additional disclosures related to other pd$tP SOR\PHQW EHQHILWYV RI WKH 6FKRROYfV 6
PSERS Cost Sharing Plan can be found in subsequent notes to the financial statements
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

Deferred Inflows of ResourcedJnearned RevenueJ he District recognizes property tax revenues when

they become available. Available includes those property taxes expected to be collected within 60 days
afteryear end Those property taxes expected to be collected beyond 60 daygeaftendare shown as
deferred revenue in the fund financial statements. Governmental funds also defer revenues in connection
with resources that have been received, but not yet earned.

Deferred Inflows of ResourcesPensionsaand Other PodgEmployment Benefits The District recognizes
deferred inflows of resources, which represent an acquisition afssetghat is applicable to a future
reporting period and so will not be recognized as an inflow of resources (revenue) until thafhene.
District has identified these items in subsequent notes to the financial statements

Governmentwide Net Position Net position represents the difference between assets, deferred outflows
Rl UHVRXUFHY OLDELOLWLHY DQG GHIHUUHG LQIORZV RI UHVRXUF
following:

Net Investment in Capital Asset€onsists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any borrowing used for the acquisition, construction or improvement of
these assets.

Restricted Represents amounts with external constraints placed on the use of these resources or
imposed through constitutional provisions or enabling legislation. Restricted net position for the
governmental activities is composed of the following:

There were no restrictions placed on net position for the budiygssctivities.

Unrestricted The difference between assets, deferred outflows of resources, liabilities and deferred
inflows of resources that are not reported in net investment in capital assets or as restricted net position.

When both restricted and unrestricted resourcesiaDLODEOH IRU XVH LW LV WKH 'LV
restricted resources first and then unrestricted resources as they are needed.
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Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund Balance (Continued)

Fund Balancesin the governmental fund financial statements, fund balances are classified as follows:

NonspendabteRepresents amounts that cannot be spi#imér because they are in nonspendable form
(such as inventory or prepaids) or because they are legally or contractually required to be maintained
intact (such as notes receivable or principal of a permanent fund).

Restricted Represents amounts with external constraints placed on the use of these resources (such as
grantors, bondholders and higher level of government) or imposed through constitutional provisions or
enabling legislation.

Committed Represents amounts that can only be used for specific purposes imposed by a formal action

Rl WKH 'LVWULFWYV KLIKHVW OHYHO RI GHFLVLRQ PDNLQJ DXWK
used for any other purpose unless the Board removes or ctltheggsecific use by taking the same

formal action that imposed the constraint originally.

Assigned Represents amounts the District intends to use for specific purposes as expressed by the
Board or an official delegated the authority. The Board has delegated the authority to assign fund
balances to the Business Manager. The District does not havenaowta that are assigned.

Unassigned Represents amounts that are available for any purpose, reported only in the General Fund.
In circumstances where an expenditure is to be made for a purpose for which amounts are available in
multiple fund balance classifications, the order in which resources will be expensed is as follows: restricted
fund balance, followed by committed fund d&ate, assigned fund balance and unassigned fund balance.

7KH 'LVWULFWYV SROL pércem(8W)Rf Bridwalondbdieqd oddratikKg\éxpenditures for the
next fiscal year as its maximum general fund unassigned fund balance.

The following schedule provides information about the specific fund balance classification by fund:
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Note 1.  Summary of Significant Accounting Policies (Continued)

G. NewAccounting Pronouncements

The following list reflects only those pronouncements initially effective in the current or upcoming
UHSRUWLQJ SHULRGV ZKLFK EDVHG RQ RXU UHYLHZ PD\ EH DSSOL

Following are descriptions of significant pronouncements that were considered or initially selected during
the year endedune 30, 202

GASB Statement No. 9Conduit Debt Obligationgrovides a single method of reporting conduit debt
obligations by issuers and eliminates diversity in practisecordingly, a restatement of net position
was necessary to implement this statement.

GASB Statement No. 94Public-Private and PubliePublic Partnerships and Availability Payment
Arrangementsimproves financial reporting by addressing issues related to gubligte and public

public partnershipsthe adoption of this pronouncement was determined not to have a material impact

on theDistrictfV EHIJLQQLQJ EDODQFHY DQG FXUUHQW \HDU UHVXOWYV

GASB Statement No. 96SubscriptionBased Information Technology Arrangemengsovides
guidance on the accounting and financial reportingsfdvscriptiorbased information technology
arrangements (SBITAs) for government end users (governments). This Statement (1) defines a SBITA;
(2) establishes that a SBITA results in a rightise subscription assah intangible asset and a
corresponding dascription liability; (3) provides the capitalization criteria for outlays other than
subscription payments, including implementation costs of a SBANA (4) requires note disclosures
regarding a SBITA. The adoption of this pronouncement resulted im#ssurement of SBITA
liabilities using the remaining lease term and discount rate at July 1, 2022, and the-uisgiassets

were measured based on the lease liability. Accordingly, a restatement of net position was not necessary
to implement this stateamt

GASB Statement No. 9%mnibus 2022 will be effective in fiscal years between June 30, 2022 and
2024,depending on the topics addressed and their relation to other standards. This Statement enhances
comparability in accounting andnfincial reporting and improves the consistency of authoritative
literature by addressing (1) practice issues that have been identified during implementation and
application of certain GASB Statements and (2) accounting and financial reporting for financial
guaranteesThe adoption of this pronouncement was determined not to have a material impact on the
DistrictfV EHIJLQQLQJ EDODQFHY DQG FXUUHQW \HDU UHVXOWYV
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Note 1.  Summary of Significant Accounting Policies (Continued)

G. New Accounting Pronouncements (Continued)

The following are descriptions of accounting pronouncements which will be considered for implementation
during subsequent fiscal years, with modified effective dates as established by GASB Statement No. 95:

GASB Statement No. 10&ccounting Changes and Error Correctionan amendment of GASB
Statement No. 6%vill be effective for fiscal years beginning after June 15, 2023. This Statement defines
accounting changes as changes in accounting principles, changes in accounting estimates, and changes
to or within the financial reporting entity and describes thestations or other events that constitute

those changes. As part of those descriptions, for (1) certain changes in accounting principles and (2)
certain changes in accounting estimates that result from a change in measurement methodology, a new
principle @ methodology should be justified on the basis that it is preferable to the principle or
methodology used before the change. That preferability should be based on the qualitative
characteristics of financial reportinginderstandability, reliability, relevance, timeliness, consistency,

and comparability. This Statement also addresses corrections of errors in previously issued financial
statements.

GASB Statement No. 10Compensated Absencetdll be effective for fiscal years beginning after
December 15, 2023. This Statement requires that liabilities for compensated absences be recognized
for (1) leave that has not been used and (2) leave that has been used but not yet paid in cash or settled
through noncash means. A liability should be redzed for leave that has not been used if (a) the leave

is attributable to services already rendered, (b) the leave accumulates, and (c) the leave islynore like
than not to be used for time off or otherwise paid in cash or settled through noncash means. It requires
thatliability for certain types of compensated absendesluding parental leave, military leave, and

jury duty leave not be recognized until the leave commences. This Statement also establishes guidance
IRU PHDVXULQJ D OLDELOLW\ IRU OHDYH WKDW KDV QRW EHHQ X
the date of the financial statements. A liability for leave hzat been usdalut not yet paid or settled

should be measured at the amount of the cash payment or noncash settlement to be made. Certain salary
related payments that are directly and incrementally associated with payments for leakiedtsbe

included in the measurement of the liabilities.

H. Other

Encumbrances Encumbrances atear endare reported in the fund financial statements as restricted or
committed fund balances since they do not constitute expenditures or liabilities but serve as authorization
for expenditures in the subsequent year.

Estimates The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Signifistintaes used in preparation of these financial
statements include depreciation, compensated absences, petatiethitems and other pesinployment

benefits. Accordingly, actual results could differ from those estimates.

40



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

H. Other(Continued)

Restatement of NetdBition and Fund Balance Beginning Balances: As of July 1, 2022, the District restated

the Governmental Activities net position. This restaent was necessary due to implementation of GASB

91 Conduit Debt and the derecofiLRQ RI WKH 'LVWULFW{V GHEW REOLJDWLRQ
School. The restatement had the following effect on net position:

Subsequent Events In preparing these financial statemeriise District has evaluated events and
transactions for potential recognition or disclosure throdigihe 10, 2024, the date that the financial
statements were available to be issued.
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NOTES TO FINANCIAL STATEMENTS

Note 2.  Deposits and Investments

Under Section 440.1 of the Public School Code of 1949, as amenddaisthiet is permitted to invest
funds consistent with sound business practices in the following types of investments:

¥ U.S. Treasury Bills
T Shortterm obligations of the U.S. Government or its agencies or its instrumentalities
T Deposits in savings accounts or time deposits or share accounts of institutions insured by:
1. The Federal Deposit Insurance Corporation (FDIC), or
2. The Federal Savings and Loan Insurance Corporation (FSLIC), or
3. The National Credit Union Share Insurance Fund (NCUSIF) to the extent that such
accounts are so insured, and for any amounts above maximum insurable limits, provided
that approved collateral as provided by law shall be pledged by the depository
T Obligations of (a) the United States of America or its agencies or instrumentalities backed by the
full-faith and credit of the United States of America, and (b) the Commonwealth of Pennsylvania
or instrumentalities theredbacked by the fulfaith and credit of these political subdivisions
T Shares of investment companies whose investments are restricted to the above categories

The deposit and investment policy of the District adheres to state statutes and prudent business practices.

There were no deposit or investment transactions during the year that were in violaithreioktate
statutes or the policy of the District.

Deposits:Custodial Credit Risk

&EXVWRGLDO FUHGLW ULVN LV WKH ULVN WKDW LQ WKH HYHQW RI
UHWXUQHG WR LW $ VXPPDU\VWRe 3¢ RO23 e SMWWHLDEIBMY GHSRVLWYV DW

Act 72 of 1971, as amended, is an act standardizing the procedures for pledges of assets to secure deposits
of public funds with banking institutions pursuant to other laws; establishing a standard rule for the types,
amounts and valuations of assets blgito be used as collateral for deposits of public funds; permitting

assets to be pledged against deposits on a pooled basis and authorizing the appointment of custodians to act
as the pledgers of the assets.
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Note 2. Deposits and Investments (Continued)

Investments

W LV WKH "'LVWULFWT{V LQYHVW hi@WnERRMOentof dASR bR&SWes iR sgdh e WV U
way as to minimize neimvested balances and to maximize return on investments. The primary objectives
of investment activities, in priority order, shall be:

1. Legality- All investments shall be made in accordance with applicable laws of Pennsylvania.

2. Safety- Safety of principal shall be of highest priority. Preservation of capital in the portfolio of
investments shall be ensured through the mitigation of credit risk and interest rate risk.

3. Liquidity - Investments shall remain sufficiently liquid to meet all operating requirements that are
reasonably anticipated. A fiscal year operations anticipated cash flow shall be developed so that
investments can be made as early as possible, with itieturoncurrent with anticipated cash
demands.

4. Yield - Investments shall be made with the objective of attaining a mavieeage rate of return
throughout the budgetary and economic cycles, taking into account the investment risk constraints
and liquidity needs.

The PSDMAX fund is a 2altke pool. The amortized cost, which approximates fair value of the poal, is
GHWHUPLQHG E\ WKH SRROTV VKDUH SULFH 7KH 'LVWULFW KDV D
the Pennsylvania School District Liquid Asset FURBDLAR. Except for direct deposits from the
Commonwealth, investments in the PSDLAF/Max account are subject tedayldinimum holding

period, and to penalty for early withdrawal. This requirement has been waived by the trust since inception.

The Didrict has no regulatory oversight for the pool, which is governed by the Board of Trustees and is
administered by PMA Financial Network, Inc. The pool is audited annually by PricewaterhouseCoopers,

LLP, an independently elected public officialt June 30, 2023the District hadnvestments with the

PSDLAF of $4,163,042.

As of June 30, 2023he James L. Fillmore Scholarship Trust Fund (contained within the fiduciary fund
private purpose trust fund), to be used to provide scholarships for students to attend the University of
Cincinnati, had the following investments:

The District categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are
significant other observable inputsevel 3 inputs are significant unobservable inputs.
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Note 2. Deposits andinvestments (Continued)

InvestmentgContinued)

Common Stocks, Mutual Funds and Exchange Traded Flihddair value of common stocks and mutual
funds are based on closing market prices for the identical security as reported in active markets. These
investments are reported at fair value as Level 1 investments under GASB Statement No. 72.

Money Market FundsFixed income securities do not always trade on a daily basike fair values of

each security are dependent upon various pricing models that incorporate benchmark yields, interest rates,
credit risk, brokeidealer quotes and other valuation processes. These investments are reported at fair value
as a Level 2 inestment under GASB Statement No. 72.

Note 3.  Beneficial Interest in a Perpetual Trust

The District is namethe beneficiary in a perpetual trust, which originated from a bequest by Milton S.
Hershey in 1946and is administered by Fulton Bank, NA. The perpetual trust is to pay income to the
District quarterly, and the District is to use the funds for such purpose as determined by the Board. The
funds in the trust are restricted and are not available tDittect, except for distributions made from the

trust to the District per the trust agreement and state law governing perpetual trusts. Assets ofttla¢ perpe

trust are restricted in th&atement ofNet Position and designated as nonspendable in the governmental
funds balance sheet. The assets are recorded at fair value. Income less trustee fees and changes in fair value
of the perpetual trust are recorded as investment earnings. The following is argwintina transactions

for theyearended June 30, 2023

The assets of the perpetual trust are categorized as Level 3. Financial assets valued using level 3 inputs are
based on significant unobservable inputs and have the lowest priority. According to FASB A$C 820

35-58, if an organization will never be able to redeem its investment at the net asset value per share (as in
a perpetual trust), the measurement shoulcbBbegorized as a Level 3 fair value measurement.
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Note 4. Property Taxes

Based upon assessed valuations provided by the County, the District bills and collects its own property
taxes. The schedule for property taxes levie@@22-2023, is as follows:

7KH 'LVWULFWTV WD[ U R022+2023RMds T9@32818ils Yt RAB48per $Q000 assessed
valuation). Refunds on payments of prior year taxes are classified as Other Debt Service items under the

&RPPRQZHDOWK RI 3HQQV\OY D ubehytab EdidROBWALh® Diskittvwerd P
approximately99% of the total tax levy

Note 5. Taxes Receivable, Deferred Inflows of Resources and Estimated Uncollectible Taxes

A summary of the taxes receivable and related accoudtsat30, 2023are as follows:
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NOTES TO FINANCIAL STATEMENTS

Note 6. Interf und Receivables and Payables and Transfers

Individual fund receivable and payable balancehiat 30, 2023are as follows:

In order to take advantage of higher interest rates, the District holds all of the cash for each fund in one
account. They make monthly transfers to cover the expenses of each fundldrted in the internd
receivables are the amount of cash belonging to that fund in the general fund account.

All interfund receivable/payable balances resulted from the time lag between the dates that (1) interfund
goods and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system and (3) payments betwerddare made. All balances are expected to be repaid within

the following year.

Individual fund transfers during the fiscal year endede 30, 2023are as follows:

Transfers and payments within the District are substantially for purposes of funding capital projects and
asset acquisitions or maintaining debt service on a routine basis. Transfers are made from the general fund
to the food service fund for operation 8 KH VFKRRO V F DTrdnsféiJdredm&de Raht tbeP
general fund to the capital projedtsdto provide funding for future projectslransfers are made from

the permanent fund to the general fund for investment earnings of the furalird®ssare accumulated in

a fund to support and simplify the administration of various projects or programs.
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Note 7.  Capital Assets

Capital asset activitior theyearended June 30, 2023vas as follows:
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Note 7. Capital Assets (Continued)

Depreciatioron equipmentvas charged to functions/programs of the primary government as follows:
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Note 8. Long-Term Obligations

$ VXPPDU\ RI WKH UH S-runghligafioht @3/diuive B0 \2023N@ tFansactions during the
year then ended follows:

General Obligation BondsSeries A of 2015 OnNovember 23, 201%he Districtauthorized the issuance

of General Obligation Bonds, Series A of 2015, in the aggregate principal amount of $6,120,000. The
proceeds of the bonds were used to provide funds to: (1) advance refund a portion of the outstanding General
Obligation Bonds, Series of 2008 of the Digtand (2) pay the costs of issuing the bo#dgortion of the

proceeds was irrevocably deposited in an escrow fund maintained by Manufacturers and Traders Trust
Company. These proceeds were used to purchase certain UnitedT8&atsy Securities, which will

mature and earn interest to provide for all future debt service on the refunded portion of the Series 2008
bonds. As aresult, a portion of the Series 2008 bonds are considered defeased and the District has removed
a portian of the liability from its accounts. The outstanding principal of the defeased bonds was $5,875,000
at June 30, 201,8and this amount was paid in full during thear enéhg June 30, 2019The advanced
refunding reduced total debt service payments by $712,639 over the next 9 years. This results in an
economic gain (difference between present value of the debt service payments on the old and new debt) of
$674,897. The Bonds bear interesties that shall not exceed 4.00%; the initial rate is 1.00%. The bonds
mature serially in amounts ranging from $170,000 to $2,230,000 through@Q62Z&nuary 25, 2021, the

District issued General Obligation Not&eries of 2021 to partially refund thesends.
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Note 8.  Long-Term Obligations (Continued)

General Obligation BondsSeries of 2016 On February 22, 2018he Districtauthorized the issuance of
General Obligation Bonds, Series of 2016, in the aggregate principal amount of $7,200,000. The proceeds
of the bonds were used to provide funds for: (1) the current refunding of the general obligation bonds, series
of 2011 of tke District and (2) pay the costs of issuing the bonds. The refunding reduced total debt service
payments by $269,880 over the next 9 years. This results in an economidffgien@e between present

value of the debt service payments on the old and new debt) of $267,605. The Bonds bear interest rates that
shall not exceed 4.00%; the initial rate is 0.37%. The bonds mature serially intamauging from
$255,000 to $1,360,000 through 2023

General Obligation NotesSeriesA of 2019- On December 1,72018, the Districtauthorized the issuance
of General Obligation NotesSeries A of 2019in the aggregate principal amount &, %L0,000 The
proceeds of thaotes were used to provide funds to: ¢he currenrefundng of the outstanding General
Obligation Bonds, Series @012 of the District;(2) the current refunding of a portion of the outstanding
General Obligation Bonds, Series A of 2012, of the Distf®)tvarious capital projects of the District and
(4) pay the costs of issuing thetes The economic loss on the refunding of the 2GR 2012A bonds
was $165,934TheNotesbear interest rates that shall not exc€€8%; he initial rate isl.78%. Thenotes
mature serially in amounts ranging frorh($000to $1,685,000through 208. On January 25, 2021, the
District issued General Obligation Bon&eries A of 2021 to partially refund these bonds.

General Obligation NotesSeries B of 2019 OnDecember 17, 2018ye Districtauthorized the issuance

of General Obligation Notes, Series B of 2019, in the aggregate principal amount of $1,555,000. The
proceeds of the natevere used to provide funds to: (1) various capital projects of the District and (2) pay
the costs of issuing theotes The Notesbear an interest rate of 3.5%. Thetesare not subject to
redemption prior to maturity and are scheduled to mature in May 2026.

General ObligatioiNotes - Series C of 20190n December 20, 2019, the District authorized the issuance

of General Obligation Notes, Series C of 2019, in the aggregate principal amount of $9,030,000. The
proceeds of thaotes were used to provide funds to: (g current refunding of the outstanding General
Obligation Bonds, Series of 201ef,the District and (2) pay the costs of issuing the bofiti& economic

gain on the refunding of the 2014 bonds w421$150 The bonds bear interest rates that shall not exceed
4.00%, the initial rate is.20%. The bonds mature serially in amounts ranging from $45,000 to $3,380,000
through 2024.

General Obligation NotesSeries of 2021 On January 25, 2021he District authorized the issuance of
General Obligation Notes, Serie62021, in the aggregate principal amount &f&L5,000 The proceeds

of the notes were used to provide funds totlig)current refunding of the outstanding General Obligation
Bonds, Serie#\ of 2012, and Series of 2015, and a portion of the General Obligation Bonds, Series A of
2015, of the District an@) pay the costs of issuing the notes. The Notes bear an interest 1:88/af

The Notesmature serially in amountsnging from $30,000 to $2,625,000 through 2028
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Note 8. Long-Term Obligations (Continued)

General Obligation BondsSeries A of 2021 On January 25, 2021, the District authorized the issuance of
General ObligatiorBonds, SeriesA of 2021, in the aggregate principal amount &f0%5,000 The

proceeds of th&ondswere usedtoDGYDQFH UHIXQG WKH 'LVWULFWV RXWVWDQ
Series A of 2019 and to pay for the cost of issuafiqeortion of the proceeds was irrevocably deposited

in a trust with an escrow agent. These proceeds were used to purchase certain United States Treasury
Securitieswhich will mature and earn interest to provide for all futuret dervice on the refunded portion

of the Series A of 2019 bds. As a result, a portion of the Series A of 2019 bonds are considered defeased
and the District has removed a portion of the liability from its accounts. The outstanding principal of the
defeased bonds $910,000 as of June 30, 20Zhe economic loss on the refunding of the bonds was
$39,914.The Notes bear an interest ratela?3%. The bonds mature serially in amounts ranging from
$1,000 to $1,010,000 through 2027

The following is a schedule of principal and interest requirements to service the genetatrongbt of
the District

Leases Payable

The District leases equipment for certain District offices and buildingstérhaininglease term is fafwo
\HDUV 7KH 'LVWULFW{V HTXLSPHQW OHDVHVY FRQWDLQ VFKHGXOHG
through 2024. Leases payables are fully funded by the general fund.

The following is a schedule of future minimum lease payments for leases with initial or remaining terms in
excess of one year as of June 30,3202
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Note 8. Long-Term Obligations (Continued)

Subscription Based Information Technology Arrangements (SBITA) Liabilities

The District enters intovarious arrangements for administrative and educational software and other
information technology. Many of the software and information technology arrangements are for a term of
one year or less. However, tBéstrict also enters into arrangements that are for greater than one year
which require accounting for and reporting of a rightise subscription asset and liability. These terms
range from two tdour years in length.

TheDistrictfV VXEVFULSWLRQ EDVHG LQIRUPDWLRQ WHFKQRORJ\ DUUDC
with expiration dates extending through B0Payments of the subscription liability are primarily funded
by the general fund.

The following is a schedule of future minimum subscription liability payments for agreements with initial
or remaining terms in excess of one year as of June 30, 2023:

Compensated Absences

Under the terms dhe Districtf V HPSOR\PHQW SROLFLHV HPSOR\HHV DUH UHLPE
retirement or other termination of employment. The reimbursement rate is established by the employment
contract and varies by employee classification. In addition, employeesaatedysick days per school

year, and any unused sick days are permitted to be carried over to future years. Upon retirentiest from
District, employees are reimbursed for accumulated sick days equal to the number of deysed

multiplied by an amount established by the employment contract. The employees are also offered options
regarding retirement payouts as prescribed in the contract if certain conditions are met. The total liability

for accrued vacation, sick leavedametirement bonuses has been reflected ilstaemenbf Net Position.

Other Lease Obligations

The District leases computers which are located throughout the District. The related lease agreements
qualify as capital leases, and accordingly, these transactions are recorded at the present values of related
future, minimum lease payments as of the e date. All leas@urchase obligations are funded by the
General Fund.
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Note 8. Long-Term Obligations (Continued)

Other Lease Obligatior{€ontinued)

The assets acquired through capital leases are as follows:

The following is a schedule of the future, minimdease payments due under the lgasechase
obligations as of June 32023:
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Note 9. Defined-Benefit Pension Plan

Plan Description

36(56 3HQQV\OYDQLD 3XEOLF 6FKRRO (PSOR\HHYV 5HWLUHPHQW 6\
sharing multipleemployerdefined benefit pension plan that provides retirement benefits to public school
employees of the Commonwealth of Pennsylvania. The members eligible to participate in the System
include all fulttime public school employees, pdéirhe hourly public scho@mployees who render at least

500 hours of service in the school year and-fiare per diem public school employees who render at least

80 days of service in the school year in any of the reporting entities in Pennsylvania. PSERS issues a
publicly availalke financial report that can be obtainedvaiw.psers.pa.gav

Benefits Provided

PSERS provides retirement, disability and death benefits. Members are eligible for monthly retirement
benefits upon reaching (a) age 62 with at least one year of credited service; (b) age 60 with 30 or more years
of credited service; or (c) 35 or more y&af service regardless of age. Act 120 of 2010 (Act 120) preserves

the benefits of existing members and introduced benefit reductions for individuals who become new
members on or after July 1, 2011. Act 120 created two new membership classes: Memi&sshiC

(Class FE) and Membership ClassH (Class FF). To qualify for normal retirement, ClassETand Class

T-F members must work until age 65 with a minimum of three years of service or attain a total combination
of age and service that is equal tayoeater than 92 with a minimum of 35 years of service.

Act 5 of 2017 (Act 5) introduced a hybrid benefit with two membership classes and a separate defined
contribution plan for individuals who become new members on or after July 1, 2019. Act 5 created two
new hybrid membership classes, Membership ClaSgTass FG) and Membership ClassH (Class T

H) and the separate defined contribution membership class, Membership Class DC (Class DC). To qualify
for normal retirement, Class-@ and Class ‘-H members must work until age 67 with a minimum of 3
years of crdited service. Class-G may also qualify for normal retirement by attaining a total combination

of age and service that is equal to or greater than 97 with a minimum of 35 years of credited service.

Benefits are generallgetweenl% and GHSHQGLQJ XSRQ PHPEHUVKLS FODVV |
average salary (as defined in the Code) multiplied by the number of years of credited service. For members,
whose membership started prior to July 1, 2011, after completion of five yearsbffsetv D PHPEHU TV UL
to the defined benefits is vested and early retirement benefits may be elected. ForEtags Tlass F

members, the right to benefits is vested after ten years of service

Participants are eligible for disability retirement benefits after completion of five years of credited service.

6 XFK EHQHILWY DUH JHQHUDOO\ HTXDO WR RU GHSHQGLQJ X
average salary (as defined in the Cadeljtiplied by the number of years of credited service, but not less

than onethird of such salary nor greater than the benefit the member would have had at normal retirement
age. Members over normal retirement age may apply for disability benefits.
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Note 9. Defined-Benefit Pension Plan (Continued)

Benefits Provided (Continued)

Death benefits are payable upon the death of an active member who has reached age 62 with at least one
year of credited service (age 65 with at least three years of credited service for-Elassl Tlass -F

members) or who has at least five years of credited service (ten years for-Elasg Class -F members).

Such benefits are actuarially equivalent to the benefit that would have been effective if the member had
retired on the day before death

Contributions
Member Contributions:

The contribution rates based on qualified member compensation for virtually all members are presented
below:

Employer Contributions:

7KH 'LVWULFWTV FR QW Uldié¢nvare Boote\fidddl edrieddddae BR LOR/WhHE B451%

of covered payroll, actuarially determined as an amount that, when combined with employee contributions,

is expected to finance the costs of benefits earned by employees during the year, with an additional amount
toILQDQFH DQ\ XQIXQGHG DFFUXHG OLDELOLW\ ,QFOXGHG LQ WKH '
is the Act 5 contribution rate totaling an estimé&ta®s.
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Note 9. Defined-Benefit Pension Plan (Continued)

Contributions (Continued)

Employer Contribution§Continued)

The District is required to pay the entire contribution and will be reimbursed by the Commonwealth in an
DPRXQW HTXDO WR WKH &RPPRQZHDOWKYV VKDUH DV GHWHUPLQHC
1994), which is at least od®lf of the total LVWULFW{V UDWH 7KH 'LVWULFWYV FRQW!
to pension benefits, for the year ended June28@3, was 40,004,516 and is equal to the required
contribution for the year. For the year ended June 3@, 20R2 District recognized gross retirement subsidy

revenue from the Commonwealth in the amamfr$5413289

Pension Liabilities, Pensin ExpenseDeferred Outows/Inflows of Resources Related to Pensions

At June 30, 202, the District reported a liability d888,339,000for its proportionate share of the net

pension liability. The net pension liability was measured as of June 3B),&@Pthe total pension liability

XVHG WR FDOFXODWH WKH QHW SHQVLRQ OLDELOLW\ ZDV GHWHUF
liability as of June 30, 2@2to June 30, 2@ 7KH 'LVWULFW{V SURSRUWLRQ RI WKH
FDOFXODWHG XWLOL]LyQas régatted ¢bPefe@ Rayrbl §9Vit FRRIQtes to the totalyeae

reported covered payroll. At June 30, 202WKH 'LVWULFW TV U HEBB@AMWHBh FdsRIS R UW LR (
decrease 00.0070®% from its proportion reported as of June 30,202

For the year endetiine 30, 2023he District recognized pension expeat85,504,000 At June 30, 2023

the District reported deferred outflows of resources and defafledvs of resources related to pensions
from the following sources
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Note 9. Defined-Benefit Pension Plan (Continued)

Pension Liabilities, Pension Expense, Deferred Outflows/Inflows of Resources Related to Pensions

(Continued)

$10,004,000is reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date, will be recognized as a reduction of the net pension
liability in the year ending June 30, 202ther amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows

Actuarial Assumptions

The total pensiohability as of June 30,22 ZzZDV GHWHUPLQHG E\ UROOLQJ IRUZDUG W
liability as of June 30, 2@2to June 30, 2@2 using the following actuarial assumptions, applied to all
periods included in the measurement

X Valuation Date June 30, 202,
X Actuarial cost methodEntry Age Normal level % of pay.
X Investment return 7.00%, includes inflation at %5%.
x Salary growth- Effective average of 4.50%, comprised of inflation of 2.50% and 2.00% for real
wage growth and famerit or seniority increases.
X Mortality rates were based on a blend of 50% RR6T0 and 50% Pub@010 Retiree Tables for
ODOHVY DQG )HPDOHVY DGMXVWHG WR UHIOHFW 36(567 H[SHULH
of the MR2020 Improvement Scale.
X The discount rate used to measure the Total Pension Liabdigy’.00% as of June 30, 2020
7.00%as of June 30, 2@2

The actuarial assumptions used in the June 3@, 2@2uationwere based on the results of an actuarial
experience study that was performed for the-figar period ended June 30, 202

Investments

The longterm expected rate of return on pension plan investments was determined using a building block
method in which best estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflatiorg developed for each major asset class. These ranges are combined

to produce the lonterm expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation
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Note 9. Defined-Benefit Pension Plan (Continued)

InvestmentgContinued)

7KH SHQVLRQ SODQYV SROLF\ LQ UHJDUG WR WKH DOORFDWLRQ F
amended by the Board. Plan assets are managed with-tefamgbjective of achieving and maintaining a
fully funded status for the benefits providedaingh the pension.

For the year ended June 30, 20the annual money weighted rate of return on pension plan investments,
net of pension plan investment expengas 2.406. The money weighted rate of return expresses
investment performance, net of investment expense, adjusted for the changing amounts actually invested

7KH DERYH ZDV WKH %RDUGYY DGRSWHG DVVHW DOORFDWLRQ SRC(
return for each major asset class as of June 3@, 202

DiscountRate

The discount rate used to measure the total pefiallity was 7.00% The projection of cash flows used

to determine the discount rate assumed that contributions from plan members will be made at the current
contribution rate and that contributions from employers will be made at contractually required rates,
actuariallydeHUPLQHG %DVHG RQ WKRVH DVVXPSWLRQV WKH SHQVLRQ
to be available to make all projected future benefit payments of current plan members. Therefore, the long
term expected rate of return on pension plan investnvesdsapplied to all periods of projected benefit
payments to determine the total pension liability
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Note 9. Defined-Benefit Pension Plan (Continued)

Sensitivity ofthe District] WroportionateShare of theNet PensionLiability to Changes in th®iscount

Rate

7KH IROORZLQJ SUHVHQWY WKH 'LVWULFWYV SURSRUWLRQDWH VKI
GLVFRXQW UDWH RI DV ZHOO DV ZKDW WKH 'LVWULFWY{V SURS
be if it were calculated using a discount rate that-pefdcentageoint lower (6.00%) or -Lpercentage

point higher (8.00%) thatie current discount rate

Pension Plan Fiduciary Net Position

'"HWDLOHG LQIRUPDWLRQ DERXW 36(567T ILGXFLDU\ QHW SRVLWLRQ
JLOQDQFLDO 5HSRUW ZKLFK FDQ EH MRWQELrshOQgW KH 6\VWHPTV ZHEVL'

Plan Payables
At June 30, 202, the District reported a payableRSERS of $,576,673which representthe employer

contributions owed to the pension plan
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Note 10. Other PostEmployment Benefits- 'LVWULFW{V 6LQJOH (PSOR\HU 30DQ

Plan Description, Benefit Terms and Funding Policy

The District provides retiree health, vision and deosak benefits, including prescriptioinug coverage,

to eligible, retired employees and qualified spouses/beneficiaries. This is aesimgteyer, defined
benefit plan administered by the District. The District funds OPEB on-aggyu go basis, and there is

no obligation to make contritions in advance of when insurance premiums or claims are due for payment.
The District does not maintain or accumulate any assets within a trust in accordtangaragraph 4 of
GASB Statement No. 75. The plan description and benefit terms provided PBgrtrere summarized in

the chart below:
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Note10. Other PostEmployment Benefits- 'LVWULFW TV 6L QJOBorfthE@R\HU 30DQ

Employees Covered by Benefit Terms

As of theduly 1,2022, actuarial valuationthe following employees were covered by the benefit terms:

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB

At June 302023, the Districtreported a liability of $,430,37%or the total OPEB liability. The total OPEB
liability was measured as dtily 1,202, andwas determined by an actuarial valuation as of JuAD22.
The OPEB liability is composed of the following:

For theyearendced June 302023, the District recognized OPE&pense 0$414,397 At June 302023,
the District reported deferred outflows of resources and deferred inflows of resources related to OPEB from
the following sources:
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note10. Other PostEmployment Benefits- 'LVWULFW TV 6L QJOHorfthE@R\HU 30DQ

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
(Continued)

Of the total amount reported as deferred outflows of resources relatdRE®, 868277 resulting from

District benefit payments subsequenttte measurement date and before the end of the fiscal year will be
included as a reduction of the collective net OPEB liabilitheyearendedJune 302023. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
UHFRJQL]JHG LQ WKH 'LVWULFWYV 23(% H[SHQVH DV IROORZV

Actuarial assumptions

The total OPEB liability was determined by an actuarial valuation as of JAB22, using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:

Inflation - 2.5%
Salary Increases2.5% cost of living adjustment,26 real wage growth and for teachers and
administrators a merhcreasavhich varies by age from 2.75 to 0%.
Tt Discount Rate 4.08%. Based on S&P Municipal Bond 20 Year High Grade Rate Indéxat,
2022.
T Health Care Cost Trend Raté.5% in 2023and 5.5% in 2022025 Rates gradually decrease
from 5.4% in 208, to 3.9% in 2075 and later based on the Society of Actuaries EBog Medical
Cost Trend Model.
f SHWLUHHVY 6 kRelatdd RosRetipdd thntvibutions are assumed to increase at the same
rate as the Health Care Cost Trend Rate.
T Mortality rates are separate and assumed preretirement and postretirement using the rates assumed
in the PSERS defined benefit pension plan actuarial valuation. Incorporated into the table are rates
projected generationally by the Buck Modified 2016 o scale to reflect mortality
improvement.

t
t
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note10. Other PostEmployment Benefits- 'LVWULFWY{V 6LQJOH (PSOR\HU 30DQ &F

6HOQVLWLYLW\ RI WKH 'LVWULFWYV 7RWDO 23(% /LDELOLW\ WR &KDC

The following presents the total OPEB liability of the district calculated using the discount 4aD&)6f
as well as what the total OPEB liability would be if it were calculated using a discount rate that is one
percentaggoint lower 8.068%) or onepercentagéenigher(5.08%) than the current discount rate:

The discount rate used to measure the total OPEB liabilitgasedrom 2.28% as of July 12021, to
4.08% as of July 12022

6HOVLWLYLW\ RI WKH 'LVWULFWYV 7RWDO 23(% /LDELOLW\ WR &KDC

The following presents the total OPEB liability of the district calculated using the health care cost trend
rates of(5.5% decreasing t8.9%0), as well as what the total OPEB liability would be if it were calculated
using a health care cost trend rates thabaepercentaggoint lower oronepercentaggoint higher than

the current healthcare cost trend rates:
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 11. Other PostEmployment Benefits- PSERS Cost Sharing Plan

PlanDescription

PSERS administers a defined benefit pension plan, and tweeppdbyment healthcare programs, the
Health Insurance Premium Assistance Program (Premium Assistance) and the Health Options Program
(HOP) for its retirees. The HOP is a PSERS sponsored vojunéalth insurance program for the sole
benefit of PSERS retirees, spouses of retirees, and survivor annuitants and their dependents who participate
in HOP. The HOP is funded exclusively by the premiums paid by its participants for the benefit coverage
they elect.

The System provides Premium Assistance which, is a governmental cost sharing, ‘emlgloger other
postemployment benefit plan (OPEB) for all eligible retirees who qualify and elect to participate. Employer
contribution rates for Premium Assistance astablished to provide reserves in the Health Insurance
Account that are sufficient for the payment of Premium Assistance benefits for each succeeding year.
Effective January 1, 2008nder the provisions of Act 9 of 2001, participating eligible retirees are entitled

to receive premium assistance payments equal to the lesser of $100 per month or -tifgiocket

monthly health insurance premium. To receive premium assistancelgal@itees must obtain their health
LQVXUDQFH WKURXJK HLWKHU WKHLU VFKRRO HPSOR\HU RU WKH
2022 there were no assumed future benefit increases to participating eligible retirees.

Retirees of the System can participate in Premium Assistance if they satisfy the following criteria:
T Have 24% or more years of service, or
T Are adisability retiree, or
¥ Have 15 or more years of service and retired after reaching superannuation age

For Class DC members to become eligible for premium assistance, they must satisfy the following criteria:
T Attain Medicare eligibility with 24 or more eligibility points, or
¥ Have 15 or more eligibility points andrminated after age 67, and
T Have received all or part of their distributions.

Benefits Provided

Participating eligible retirees are entitled to receive premium assistance payments equal to the lesser of
$100 per month or their owtf-pocket monthly health insurance premium. To receive premium assistance,
HOLJLEOH UHWLUHHV PXVW REWDLQ WKHLU KHDOWK LQVXUDQFH \
Health Options Program.
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Notel1ll. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Employer Contributions

7KH 'LVWULFWVY FRQWUDFWXDOO\ UHTXLUHG FR2D2 WasEOXs%W LR Q UDW
of covered payroll, actuarially determined as an amount that, when combined with employee contributions,

is expected to finance the costs of benefits earned by employees during the year, with an additional amount

to finance any unfunded accrued liabili§ontributions to the OPEB pldrom the District were $17,27

for the year ended June 30, 202

OPEB Liabilities, OPEB Expense abaferred Outflows/Inflows of Resources Related to OPEB

At June 30, 202, the Districtreported a liability of $,658,00(for its proportionate share of the net OPEB

liability. The net OPEB liability was measured as of June 3022&2dthe total OPEB liability used to
FDOFXODWH WKH QHW 23(% OLDELOLW\ ZDV GHWHUPLQHG E\ UROO|
June 30, 20Rto June 30,22 7KH 'LVWULFWTV SURSRUWLRQ RI WKH QHW 23(%
WKH HP S O Réat iefiovteR €@Vered payroll as it relates to the totayeaereported covered payroll.

AtJune 30,202 WKH 'LVWULFW YV U HRSBI2WWhieh &asR 8drrdasel@RE8%Z fitokn

its proportion reported as of June 30, 202

For the year ended June 30, 30the District recognized OPEB expensesd07,600 At June 30, 202,

the District reported deferred outflows of resources and deferred inflaesafrces related to OPEB from
the following sources
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Notel1ll. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
(Continued)

$218,000reported as deferred outflows of resources related to OPEB resulting from District contributions
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year
ending June 30, 2@2 Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB experigkosgs:

Actuarial Assumptions

The Total OPEB Liability as of June 30,202ZDV GHWHUPLQHG E\ UROOLQJ IRUZDUG V
Liability as of June 30, 2a2to June 30, 2@ using the following actuarial assumptions, applied to all
periods included in the measurement

T Actuarial cost methodEntry Age Normal level % of pay
T Investment returan4.0% - S&P 20 Year Municipal Bond Rate
1t Salary growth- Effective average of 4.5%, comprised of inflation of 2.50% and 2.00% for real
wage growth and for merit or seniority increases
Premium Assistance reimbursement is capped at $1,200 per year
Assumed Healthcare cost trends were applied to retirees with less than $1,200 in premium
assistance per year
T Mortality rates were based on a blend of 50% RPRBTO0 and 50% Pub@010 Retiree Tables for
ODOHV DQG )HPDOHVY DGMXVWHG WR UHIOHFW 36(56Y H[SHULH
of the MR2020 Improvement Scale
1 Participation rate:
T Eligible retirees will elect to participate Pre age 65 at 50%
T Eligible retirees will elect to participate Post age 65 at 70%
T The discount rate used to measure the total OPEB lialnititgasedrom 218% as of June 30,
2021 t0 4.09%, as of June 30, 202

+H +H

The actuarial assumptions used in the June 301, 2@2uationwere based on the results of an actuarial
experience study that was performed for the-figar period ending June 30,280
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Notel1ll. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Actuarial Assumptions (Continued)

The following assumptions were used to determine the contrilbnatien

T The results of the actuarial valuation as of June 3R0,2fetermined the employer contribution
rate for fiscal year 2@

¥ Cost Method: Amount necessary to assure solvency of Premium Assistance through the third fiscal

year after the valuatiotate

Asset valuation method: Market Value

Participation rateThe actual data for retirees benefiting under the Plan as of Jug@ZQwas

used in lieu of the 63% utilization assumption for eligible retirees.

tf ORUWDOLW\ 7TDEOHV IRU ODOHYVY DQG )HPDOHV DGMXVWHG WR L
amodified version of the MR2015 Mortality Improvement Scale.

+H +H

Investments

Investments consist primarily of shderm assets designed to protect the principal of the plan assets. The
expected rate of return on OPEB plan investmentsdetsymined using the OPEB asset allocation policy
and best estimates of geometric real rates of return for each asset class

7KH 23(% SODQYV SROLF\ LQ UHJDUG WR WKH DOORFDWLRQ RI LC
amended by the Board. Under the program, as defined in the retirement code employer contribution rates

for Premium Assistance are established to providerves in the Health Insurance Account that are
sufficient for the payment of Premium Assistance benefits for each succeeding year

7KH DERYH zZDV WKH %RDUGYY DGRSWHG DVVHW DOORFDWLRQ SR
return for each major asset class of June 302.202
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NOTES TO FINANCIAL STATEMENTS

Notel1ll. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Discount Rate

The discount rate used to measure the Total OH&llity was4.0%. 8QGHU WKH SODQTV IXQGL
contributions are structured for shoetm funding of Premium Assistance. The funding policy sets
contribution rates necessary to assure solvency of Premium Assistance through the third fiscal year after

the actuarial valation date. The Premium Assistance account is funded to establish reserves that are
sufficient for the payment of Premium Assistance benefits for each succeeding year. Due ta-teensho
IXQGLQJ SROLF\ WKH 23(% SODQTV ILGXFLDU\ QHW SRVLWLRQ ZDV
IXWXUH EHQHILW SD\PHQWYV WKH UasyawIHR W &8 DS DHQGLLW BIQQ W GUHIWM
which represents the S&P 3@ar Municipal Bond Rate at June 30, 20%as applied to all projected

benefit payments to measure the total OPEB liability

6HOVLWLYLW\ RI WKH 'LVWULFWY{V 3URSRUWLRQDWH 6KDUH RI WKH

7KH IROORZLQJ SUHVHQWY WKH 'LVWULFWTV SURSRUWLRQDWH VK
discountrate of.09 DV ZHOO DV ZKDW WKH 'LVWULFWYV SURSRUWLRQDWI
be if it were calculated using a discount rate that is one percentage point3d¥#%)(or one percentage

point higher 5.09%) thanthe current discount rate

6HOVLWLYLW\ RI WKH 'LVWULFWIY 3URSRUWLRODWH 6KDUH RI WKE
Cost Trend Rates

Most of the system participants receive the full $100 per month. However, for thoseosive below that

amount, he following presentthe impact topW KH 'LVWULFWY{V SURSRUWLRQDWH VKDU
DV ZHOO DV ZKDW WKH 'LVWULFWTV SURSRUWLRQDWH VKDUH RI W
using healthcare cost trengtesthatare one percentage point lower or one percentage point higher than

the current healthcare cost trend rates:

OPEB Plan Fiduciary Net Position

'"HWDLOHG LQIRUPDWLRQ DERXW 36(56T ILGXFLDU\ QHW SRVLWLRQ
J)LQDQFLDO 5HSRUW ZKLFK FDQ EH MRWQErshQIW KH 6\VWHPTV ZHEVL'
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Notel1ll. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Plan Payables

At June 30, 202, the District reported a payable to PSERSpDT,731 which represents the employer
contributions owed to the OPEB plan

Note 12. Act 93 Employee Annuity

The District provides all Act 93 employees withax-shelteredannuity. The District provides a $0.50
contribution to each $1.00 of employee contribution, up to a maximum District contribution of $2,500. The
District contributed 85,935to thePlan for the year endetline 30, 2023

Note 13. Risk Management

The policy of the District is to not purchase health and vision insurance for the risks of losses to which it is
H[SRVHG ,QVWHDG WKH 'LVWULFWTVY PDQDJHPHQW SROLF\ LV W
internally. The District pays all clainier risk of loss which the District isxposed tpincluding medical,

dental, drug and vision claims, which are administered by third parties. The District has purchased stop

loss insurance from commercial insurers that will reimburse the District for 100% of all medical claims

over $170,000 per year per participant with exceptions. The District will also receive a stop loss
reimbursement of 10096r all aggregate medical claims which exce@dl®3,315adjustedipward based

on participation, for the year.

Liabilities are reported when it is probable that a lossdtasirred,and the amount of that loss can be
reasonably estimated. Liabilities inclutifee amount for claims that have been incurred but not reported.
Because of delays between thadia claim isncurred,and it is reported tthe Districtfor payment, the

estimated liability does not necessarily result in an exact amount. A coetdiability has been included

in accrued salaries and benetitshe General Fund for claims reported but not paidume 30, 202 plus

accrued teachers summer benefits, which both amo#88#,720 7KH FXUUHQW \HDUTV DVVHW
loss reimbursements in excess of incurred but not reported claim amoyety &nd Changes irthe

District{V F O D L P YasSetdambunOftr\iheyearended June 30, 2023vere:

The District continues to carry commercial insurance for all other risks of loss, including workers
compensation, liability and property and casualty insurance. Settled claims resulting from these risks have
not exceeded commercial insurance coverage in any obtidhpee fiscal years.
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Note 14. Contingent Liabilities

The District is subject to real estate tax assessment appeals on an ongoing basis. If tax appeals are
successful, the result is a loss of tax revenue to the District. It is anticipated that any material loss of tax
revenue on individual tax appeals wik offset with additional revenues from other properties or other
sources of revenue and would not create a financial hardship to the District.

The District is involved in various lawsuits in the normal course of operations. Management cannot predict

the outcome of the lawsuits or estimate the amount of any loss that may result. Accordingly, no provision

for any contingent liabilities that magsult have been made in the financial statements. Management
EHOLHYHYVY WKDW ORVVHV UHVXOWLQJ IURP WKHVH PDWWHUV LI D
liability insurance policy and would not have a material effect on the financiéioposf the District.

The District participates in numerostate and Federal grant programs, which are governed by various rules

and regulations of the grantor agencies. Costs charged to the respective grant programs are subject to audit
and adjustment by the grantor agencies; therefore, to the extent thatttiet Bas not complied with the

rules and regulations governing the grants, refunds of any money received may be required and the
collectability of any related receivable Atne 30, 202 may be impaired. In the agon of the District,

there are no significant contingent liabilities relating to compliance with the rules and regulations governing
the respective grants; therefore, no provision has been recorded in the accompanying combined financial
statements for siaccontingencies.

Note 15. Subsequent Events

In November 203, the District issued the General Obligation Bonds, Series of 2023 in the amount of
$14,995,00Q0 finance various capital projects of the District.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of School Directors
Derry TownshipSchool District
Hershey Pennsylvania

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contain@dvarnment Auditing Standards

issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the businedygpe activities, each major fund and the aggregate remaining fund information of

Derry TownshipSchool DistrictDistrict), as of and for thgearendedJune 30, 2023and the related notes

to thefinancial statementshich collectively compristhe ' LVWULFWIV EDVLF ILQDQFLDO VW
issued our report thereon datkthelO, 2024.

Report on Internal Control Over Financial Reporting

,Q SODQQLQJ DQRG SHUIRUPLQJ RXU DXGLW RI WKH ILQDQFLDO VW
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpdsexpressing our opinion on the financial statements, but

QRW IRU WKH SXUSRVH Rl H[SUHVVLQJ DQ RSLQLRQ RQ WKH HIII
$FFRUGLQJO\ ZH GR QRW H[SUHVV DQ RSLQLRQ RQOWKH HIIHFWLYF

A deficiency in internal contraxists when the design or operation of a control does not allow management

or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basisnraterial weaknesis a deficiency, or a combination of deficiencies, in
LQWHUQDO FRQWURO VXFK WKDW WKHUH LV D UHDVRQDEOH SRVYV
financial statements will not be prevented or detected and corrected on ya bimsed. Asignificant

deficiencyis a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and foege material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. We identified cefi@endies in internal
control, described in the accompanying schedule of findings and questioned costs 262@atH. that

we consider to be significant deficiencies.



Report on Compliance andOther Matters

$V SDUW RI REWDLQLQJ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKH
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contractsand grant agreements, honcompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not expredsanopinion. The results of owsts disclosed

no instances of noncompliance or other matters that are required to be reportégovedement Auditing

Standards

Derry Township School District's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures Oistihe's
response to the findings identified in our audit and described in the accompanying schedule of findings and
guestioned costs. THaistrict's response was not subjected to the other auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the response

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
DQG WKH UHVXOWYV RI WKDW WHVWLQJ DQG QRW WR SURYLGH DQ
control or on compliance. This repas an integral part of an audit performed in accordance with
Government Auditing StandardsL,Q FRQVLGHULQJ WKH 'LVWULFWYV LQWHUQ
Accordingly, this communication is not suitable for any other purpose.

Camp Hill, Pennsylvania
Junel(, 204
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MAJOR FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of School Directors
Derry TownshipSchool District
Hershey Pennsylvania

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

:H KDYH DXGLWHG 'HUU\ 7RZQVKLS 6FKRRO 'LVWULFW{V 'LVWULF)
requirements identified as subject to audit in the GQB&Bnpliance Supplemetitat could have a direct and
PDWHULDO HIIHFW RQ H D FEddralpragkams for\iha year-entgd/ Jun® B0RR20Zhe

'LV WUL FWPeWer&iddgrBRnis are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

,Q RXU RSLQLRQ WKH 'LVWULFWTV FRPSOLHG LQ DOO PDWHULDO
to above that could have a direct and material effect on each of its Reaieralprograms for the year
ended June 30, 262

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contafBedemment
Auditing Standardsssued by the Comptroller General of the United Statsvérnment Auditing
Standard¥ and the audit requirements of Title 2 UGde of Federal Regulatiorzgart 200,Uniform
Administrative Requirements, Cost Principles and Audit Requirements for Federal AWdrd®rm
Guidance). Our responsibilities under those standards and the Uniform Guidance are further described in
the Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the District and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe the audit evidence we have
obtained is sufficient and appropriate to preva basis for our opinion on compliance for each major
FederalSURJUDP 2XU DXGLW GRHV QRW SURYLGH D OHJDO GHWHUPL
compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of

laws, statutes, regulations, rules and provisions 8QWUDFWV RU JUDQW DJUHHPHQWYV D¢
Federaprograms.



Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
RQ WKH 'LVWULFWY{V FRPSOLDabl¢lagsidanteGs &RItghRexd) oDaXsBrante bbtHD V R
not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS,
Government Auditing Standardasnd the Uniform Guidance will always detect material noncompliance
when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Noompliance with the compliance requirements referred to above is
considered material, if there is a substantial likelihood that, individually or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about W ULFW TV
compliance with the requirements of each m&gederalprogram as a whole.

In performing an audit in accordance with GAASovernment Auditing Standardand the Uniform
Guidance, we

x exercise professional judgment and maintain professional skepticism throughout the audit.

x identify and assess the risks of matenahcompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the District's compliance with the compliance
requirements referred tdbave and performing such other procedures as we considered
necessary in the circumstances.

x obtain an understanding of the District's internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance witblttil®erm Guidance, but not
for the purpose of expressing an opinion on the effectiveness of the District's internal control
over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified dgithe audit.

Report on Internal Control Over Compliance

A deficiency in internal control over complianesists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requireaent of
Federaprogram on a timely basis.Aaterial weakness in internal control over compliaisca deficiency,

or a combination of deficiencies, in internal control over compliance, such that there is raalbémaso
possibility that material noncompliance with a type of compliance requiremeradexalprogram will

not be prevented, or detected and corrected, on a timely basignificant deficiency in internal control

over compliancés a deficiency, or a combination of deficiencies, in internal control over compliance with

a type of compliance requirement oFaderalprogram that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention byctagged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies
in internal control over complianceahmight be material weaknesses or significant deficiencies in internal
control over compliance. Given these limitations, during our audit we did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesskgined above. However,
material weaknesses or significant deficiencies in internal control over compliance may exist that were not
identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on intericahtrol over compliance is solely to describe the scope of our testing

of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Camp Hill, Pennsylvania
Junel0, 2024
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DERRY TOWNSHIP SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
Year ended June 30, 2023

Section |-- Summary of Auditor's Results

Financial Statements
Type of auditor's report issued: Unmodified

Internal control ovefinancial reporting:

" Material weakness (es) identified? Yes _X No
" Significant deficiency (ies) identified that is not
considered to be a material weakness (es)? X _Yes No

Noncompliance material to financial statements
noted? Yes _X No

Federal Awards

Internal control over major programs:

" Material weakness (es) identified? Yes _X No
" Significant deficiency (ies) identified that is not
considered to be a material weakness (es)? Yes _ X None Reported

Type of auditor's report issued on compliance for the major programs: Unmodified
” Any audit findings disclosed that are

required to be reported in accordance
with Section 2 CFR 200.516(a)3? Yes _X No
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DERRY TOWNSHIP SCHOOL DISTRICT
Schedule of Findings and)uestioned Costs
Year ended June 30, 2023

Section I-- Summary of Auditor's Results(Continued)

Identification of the major programs:

CFDA Number(s) Name of Federal Programs/Cluster
84.425 Elementary & Secondary School Emergency Relief F
(ARP ESSER
84.425 Elementary & Secondary School Emergency Relief F

(ARP) Learning Loss

Dollar threshold used to distinguish between
type A and type Brograms $750,000

Auditee qualified as lowisk auditee? X Yes ___No

Section Il -- Financial Statement Findings

A. Significant Deficiency(ies) in Internal Control

Finding 2023-:001: Untimely Fund Closing

Criteria A deficiency in internal contrakxists when the design or operation of a control does

not allow management or employees, in the normal course of performing their assigned functions,

to prevent, or detect and correct, misstatements on a timely bapistekial weakness a

deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
SRVVLELOLW\ WKDW D PDWHULDO PLVVWDWHPHQW RI WKH 'LV
or detected and corrected on a timélgsis. Asignificant deficiencyis a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Condition The District staff did not close and reconcile their financial records afteepeaon
a timely basis.

Questioned CostsNone

Context Without a timely reconciliation and closing of financial records, the District does not
have proper internal controls over financial reportargd increases the risk aficomplete
information beingpresented to decision maker Thereconciliation procesalso serves as a
control function to detect accounting errasach asnissed billings or underpaid revenues, and
misappropriation of assets.

Cause The District had accounting personnel turnover in the business department and the

remaining employees did not have capacity or en@eing to meet the financial reporting
requirements of the District.
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DERRY TOWNSHIP SCHOOL DISTRICT
Schedule of Findings and)uestioned Costs
Year ended June 30, 2023

Section Il -- Financial Statement FindingsContinued)

A. Significant Deficiency(ies) in Internal Contr@ontinued)

Effect Extended delaym the closing of financial recordsipairsthe ability of the District to
meet its regulatory information filing obligationst also results indelays inthe provision of
completefinancialinformation to decision makers.

Repeat Finding No

RecommendatianWe recommend the Distridully staff the business tomplement detailed
monthly closing schedules and reconciliation processes for all funds with oversight reviews.

Management Responsianagement has responded to this finding in the Corrective Action Plan
that is part of this reporting package.

B. Compliance Findings

There were no compliance findings relating to the financial statement audit required to be reported.

Section Il -- Federal Award Findings and Questioned Costs

A. Significant Deficiency(ies) ilnternal Control

There were no findings relating to the Federal awards as required to be reported in accordance with
section 2 CFR 200.516(a) of the Uniform Guidance.

B. Compliance Findings

There were no findings relating to the Federal awards as required to be reported in accordance with
section 2 CFR 200.516(a) of the Uniform Guidance.

85



86



87



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1. Basis of Presentation

The accompanying schedule of expenditureBeaferal awards includes thederal award activity of the
'LVWULFWTV XQ G HEdegsdUddethinényforthevarkrnded June 30, ZLB. The information in

this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations
Part 200,Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal
Awards 8QLIRUP *XLGDQFH %HFDXVH WKH 6FKHGXOH SUHVHQWV RC(
operations, it is not intended to and doespretent the financial position, changes in net assets, or cash

flows of the District

Note 2.  Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guigdaheegein certain types of
expenditures are not allowable or are limited as to reimbursement. Revenue is recognized when earned,
and expenses are recognized when incurred. Negative amounts shown on the Schedule represent
adjustments or credits made in th@rmal course of business to amounts reported as expenditures in prior
years. Pasthrough entity identifying numbers are presented where available. The District has not elected

to use the 1% de Minimis indirect cost rate as allowed under the Uniform Guidance.

Note 3.  Access Program

The ACCESS Program is a medical assistance program that reimburses local education agencies for direct,
eligible healthrelated services provided to enrolled special needs students. ACCESS reimbursements are
Federalmonies but are classified as fie-service revenues and are not considdfederalfinancial
assistance and are not included on the Schedule. The amount of ACCESS funding expended, but not
included on the Schedule, for thearended June 30, 2023wvas $49,580
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DERRY TOWNSHIP SCHOOL DISTRICT

6800%5< 6&+('8/( 2) 35,25 <($596 $8',7 ),1',1*6
Year Ended June 302023

7KHUH ZHUH QR SULRU \HDUYV DXGLW ILQGLQJV
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DERRY TOWNSHIP SCHOOL DISTRICT, PENNSYLVANIA

Corrective Active Plan
Year Ended June 30, 2023

Anticipated
Contact Completion
Finding Department Person/Title Finding Title/Corrective Action Date
2023001 | Business Office Sheryl Pursel, | Untimely Fund Closing June 2024

Business Manager

To address the untimely fund closing issue, the District will implement a ser
corrective measures to strengthen internal controls, ensure timely fin
reporting, and prevent recurrence of the issue. The action plan focuses on g
training, and oversight. The District will continue to recruit and hire staff to
vacancies in the Business Office. Once fully staffed, etmaésing will be
implemented to ensure that all key financial processes are covered by m
employees. The Monthiglosing schedule will be followed by all Business Offi
staff to ensure compliance with reporting requirements.
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7R ODQDJHPHQWRDWYGEG RVKBHFKRRO 'LUHFWRUV
'"HUU\ 7R ZEPKRBO 'LVWULFW
+HUVKIHQQV\OYDQLD

7KLYV OHWWHU LQFOXGHV FRPPHQWYV DQG VXJIJHVWLRQV ZLWK UH

FRQQHFWLRQ ZLWK RXU DXGLW RIHWHH 7IR ZERGKRIEED0 ' VWMWY RUFQUWV V|
DV Rl DQG IRU WKI)NHDU RAIQHHG LWHPV DUH RIIHUHG DV FRQVWU}

FRQVLGHUHG SDUW RI WKH RQJRLQJ SUR VW URWTRRIEHYU R F HDEXGU HR

&DSLWDOL]DWLRQ 3ROLF\

*URXS 3IXUFADWIQJPSOHPHQWDWLRAXHXIMER QR HITHFWLYH IRU W

-XQH HDUOLHU DGRSWLRQ LV HQFRXUDJHG WKH *RYHUQPHQV
QRWHG WKDW K RRFIMBLNWPIHIWH DVVHWY ZKRVH LQGLYLGXDO DFTX
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IXUQLWXUH DQG OLEUDU\ ERRNV DUH H[DPSOHV RI DVVHW W\SHV
LQGLYECXDWRN®WG EH VLIQLILFDQW FROOHFWLYHO\ 7KH QHZ ZRU¢
LOQFOXGHG LQ SUHYLRXV JXLGDQFH DQG LQGLFDWHY JRYHUQPHQW
RWKHUZLVH IBOWKEPHURROWGBKZKHQ WKH WRWDO SXUFKDVH ZRXOG
JRYHUQPHQW VKRXOG UHYLVLW LWV FDSLWDOL]J]DWLRQ SROLF\ WR
RI FDSLWDOL]DWLRQ WKUHVKROGYV |IRODLWNVWHHHW B XYWL RKDN BG &Z LW K\
WLPHIUDPH *$6% JXLGDQFH VXJJHVWV WKDW DVVHWY DUH VXEVWL
HOQOWHUHG LQWR DW RU QHDU WKH VDPH WLPH DQG ZLWK D VLQJOH

/JHDVHY DQG 6XEVHUDYWQR D §\GV ¥EVBAHG) IDSIW HRIBHQWY KDYH EHFRP

SUHYDOHQW LQ EXVLQHVWHRSHY® WEEGMXEVBBUSWLRQ %DVHG ,7 $UL
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LWV FDSLWDOL]DWLRQ ERDUG SROLF\ WR FRQVLGHU D WKUHVKROG
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ILQDQFLDO VWDWHPHQWY WR PDLQWDLQ FRPSOLDQFH ZLWK WKH
JXLGHOLQHV IRU FDSLWDOL]DWLRQ DQG OLDELOLW\ UHFRUGLQJ R
HVWDEOLVKHG EH EDVHWIBVR® HHDW BQICD WKWW SHULRGLF UHYLHZ RI
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Board ofSchoolDirectors
Derry TownshipSchool District
Hershey Pennsylvania

This letter is to inform théoard of School Directorsof Derry TownshipSchool District(the District)
about significant matters related to the conduct of our agdif andor the year endedune 302023, so
that it can appropriately discharge its oversight responsikilitg we comply with our professional
responsibilities.

Auditing standardsgenerally accepted in the United States of Ame(isbl-C 260, 7TKH $XGLWRUTTV
Communication With Those Charged With Governaneguire the auditor to promote effective tway
communication between the auditor and those charged with governance. Consistent with this requirement,
the following summarizes our responsibilities regarding the financial statement audit as well as
observations arising from our audit that are significant and relevant to your responsibility to oversee the
financial reporting process

Our Responsibilities With Regard to the Financial Statement Audit

Our responsibility under auditing standards generally accepted in the United States of Aandrica
Government Auditing Standardissued by the Comptroller General of the United Statmge been
described to yoin our arrangement letter datédne 132023. The audit of thévasicfinancial statements

does not relieve management or those charged with governance of their responsibilities, which are also
described in that letter.

Overview of the Planned Scope and Timing of the Financial Statement Audit

We have issued aeparate communicatioregarding the planned scope and timing of our audit and
identified significant riks.

Significant Accounting Practices, IncludingPolicies, Estimates and Disclosures

The following identifies the qualitative aspects of significant accounting practices, including accounting
policies, accounting estimates and financial statement disclosures which you may wish to monitor as part
of your oversight responsibilities of the financial reporting process:

Preferability of Accounting Policies and Practices

Underaccounting principles generally accepted in the United States of Amiermartain circumstances,
management may select among alternative accounting practices. In our view, in such circumstances,
management has selected the preferable accounting practices.



Significant Accounting Practices, Including Policies, Estimates and DisclosuréSontinued)

Adoption of, ortChange in, Accounting Policies

The Board ofSchoolDirectorsand management have the ultimate responsibility for the appropriateness
of the accounting policies used by théstrict. The significant accounting policies used by Bistrict
are described in Note 1 to the financial statements.

The application of existing policies was not changed during the year. We did not discuss with
management any alternative treatments within accounting principles generally accepted in the United
States of America for accounting policies and practices related to material items during the current audit
period.

Significant Accounting Estimates

Accounting estimates are an integral part of the preparation of financial statements and are based upon
management's current judgments. The process used by management encompasses its knowledge and
experience about past and current events and certain assumptions about future events. Management has
informed us that it used all relevant facts available to it at the time to make the best judgments about
accounting estimates, and we considered this information in the scope of our audit.

Estimates significant to the financial statements include:

Net pension liability and related deferred outflows and inflows of resources
Otherpostemploymentbenefits liabilities and related deferred outflows and inflows of resources
Accrued health insurance costs

Depreciation expense on capital assets

Compensated absences

X X X X X

ODQDJHPHQWYYVY HVWLPDWH RI WKHVH LWHPV LV EDVHG RQ FXUL
management and, in some instances, involved actuarial calculations. We evaluated the key factors and
assumptions used to develop the estimates and determined that they are reasonable in relation to the
financial statements taken as a whole.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive because
of their significance to financial statement users. The most sensitive disclosures affectihgthé U L F W § V
financial statements relate to:

Deposits and investmenfidote 2)

Capital asset@Note7)

Long-term obligationgNote 8)
Definedbenefitpensionplan (Note 9)
Otherpostemploymentbenefits(Notes 10 and 11)
Contingentiabilities (Note 1)

X X X X X X

The financial statement disclosures abgective, consistent and clear.



Significant Accounting Practices, Including Policies, Estimates and Disclosures (Continued)

Required Supplementary Information and Supplementary Information

With respect to requiredupplementary information and supplementary information, accompanying the
financial statements we made certain inquires of management and evaluated the form, content and
methods of preparing the information to determine the information complies with accounting principles
generally accepted in the United States of America, the method of preparing it has not changed from the
prior period, and the information is appropriate and complete in relation to our audit of the financial
statements. We compared and reconciled the required supplementary information and supplementary
information to the underlying accounting records used to prepare the financial statements or to the
financial statements themselves.

Significant or Unusual Transactions

We did notidentify any significant or unusual transactions or significant accounting policies in
controversial or emerging areas for which there is a lack of authoritative guidance or consensus.

Audit Adjustments

There were audit adjustments made to the original trial balances that were presented to us to begin our
audit. Additionally, adjustments were made for the conversion to full accrual financial repdrtieg.
following adjustments, in our judgment, either individually or in the aggregate, had significant effects on
the 'L V W UnrloRtNYy/ffiancial reporting process.

- To record receivable from the Derry Township Tax Associatf#i’5,374
- To record adjustment to state subsidies receivable for Social Security and Retirement
subsidies ($429,316)

Uncorrected Misstatements

We are not aware of any uncorrected misstatements other than misstatements that are clearly trivial.

Other Information in Documents Containing Audited Financial Statements

We are not aware of any other documents that contain the audited financial statements. If such documents
were to be published, we would have a responsibility to determine that such financial information was not
materially inconsistent with the audited statements obDiktrict.

Disagreements with Management

We encountered no disagreements with management over the application of significant accounting
principles, the basis for management's judgments on any significant matters, the scope of the audit, or
significant disclosures to be included in the financial statements

Consultations with Other Accountants
We are not aware of any consultations management had with other accountants about accounting or
auditing matters.

Significant Issues Discussed witManagement

No significant issuesgrising fran the audit were discussed with or were the subject of correspondence
with management.

Significant Difficulties Encountered in Performing the Audit

We did not encounter any difficulties in dealing with management during the audit.



Shared Responsibilities for Independence

Independence is a joint responsibility and is managed most effectively when management, audit
committees (or their equivalents), and audit firms work together in considering compliance with
American Institute of Certified Public Accountants (AICPA) aBdvernment Accountability Office

(GAO) independence ruledzor Boyer & Ritter LLC (B&R) to fulfill its professional responsibility to
maintain and monitor independence, management, those charged with governance, and B&R each play an
important role.

Our Responsibilities

X AICPA and GAO Rules require independence both of mind and in appearance when
SURYLGLQJ DXGLW DQG RWKHU DWWHVWDWLRQ VHUYLFHV
General Requirements for performing rattest services are adhered to and included in all
letters of the engagement.

X Maintain a system of quality management over compliance with independence rules and firm
policies.

7KH 'LVWULFWTV 5HVSRQVLELOLWLHYV

x Timely inform B&R, before the effective date of transactions or other business changes, of
the following:
o New affiliates, directorsyr officers.
o0 Changes inthe organizational structure tine reporting entity impacting affiliates
such as partnerships, related entities, investments, joint ventures, component units,
jointly governed organizations.

X Provide necessary affiliate information such as new or updated structure charts, as well as
financial information required to perform materiality calculations needed for making affiliate
determinations.

X Understand and conclude on the permissibility, prior tdtisérict and its affiliates, officers,
directors, or persons in a decisioraking capacity, engaging in business relationships with
B&R.

X Not entering into arrangements of nonaudit services resultifg&iR being involved in
making management decisions on behalf ofdlstrict.

X Not entering into relationships resulting étose family members of B&Rovered persons,
temporarily or permanently acting as an officer, director, or person in an accounting, financial
reporting or compliance oversight role at tbéstrict.

Significant Written Communication Between Management and Our Firm

We have requested certain representations from management that are included in the management
representation lettetatedJunel0, 2024.



Closing

We will be pleased to respond to any questions you have about the foregoing. We appreciate the
opportunity to continue to be of serviceRerry TownshipSchool District

This report is intended solely for the information and use of Bbard of School Directors and
management oberry TownshipSchool Districtand is not intended to be, and should not be, used by
anyone other than these specified parties.

Camp Hill, Pennsylvania
Junelo, 2024
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11'(3(1'(17 $8',72516 5(3257

Board ofSchoolDirectors
Derry TownshipSchool District
Hershey Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the-typsiness
activities, each major fund and the aggregate remaining fund information of Derry Township School
District (the District)as of and for thgrearended June 30, 2021and the related notes to the financial
statements, which collectively compride Districtf V EDVLF ILQDQFLDO VWDHWé¢MPHQWY DV

ODQDJHPHQWYV 5HVSRQVLELOLW\ IRU WKH )LQDQFLDO 6WDWHPHQW

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America,; this includes the
design, implementation and maintenance of mdkcontrol relevant to the preparation and fair presentation

of financial statements that are free from material misstatement, whether due to fraud or error.

$XGLWRUYV 5HVSRQVLELOLW\

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
ILQDQFLDO VWDWHPHQWY 7KH SURFHGXUHY VHOHFWHG GHSHQG R
of the risks of material misstatement of firancial statements, whether due to fraud or error. In making
WKRVH ULVN DVVHVVPHQWYVY WKH DXGLWRU FRQVLGHUV LQWHUQD
presentation of the financial statements in order to design audit proceduresthapaipriate in the
FLUFXPVWDQFHV EXW QRW IRU WKH SXUSRVH RI H[SUHVVLQJ DQ R
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policie used and the reasonableness of significant accounting estimates made by management,

as well as evaluating the overall presentation of the financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to prtoagiefor our audit
opinions



Opinions

In our opiniors, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the busipessactivities, each major fund

and the aggregate remaining fund information of Deowrfiship School District, as dfine 30, 2021and

the respective changes in financial position, and where applicable, cash flows #imel¢loé respective
budgetary comparison for the General Fudod the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As disclosed in Note 1 to the financial statements,Qistrict adopted the provisions of Governmental
$FFRXQWLQJ 6WDQGDUGV %R DU Griddci&g #ctivitiedap of Buly 4, QU20.1Gur
opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United i$tdt RI $PHULFD UHTXLUH WKDW W}
Discussion and Aalysison paget through 2, andthe required supplementary information as listed in

the Contents be presented to supplement the basic financial statements. Such information, although not a

part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial repoftingplacing the basic financial séehents in an

appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which cosged of inquiries of management about the methods of preparing the
LQIRUPDWLRQ DQG FRPSDULQJ WKH LQIRUPDWLRQ IRU FRQVLVWHQ
the basic financial statements and other knowledge we obtained during our ahditbalsic financial

statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
compriseDerry Township6 FKRRO 'LVWULFWV E D Vihé& ComQilirg BalanGe Steb WHP H Q
Capital Projects Funds, Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Capital Projects Funds antetaccompanyingchedule ofExpenditures ofederalAwards, as required by

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awarlisted in the Contents as Supplementary
Information, are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The accompanying§upplementary Information as listed in the Contentise responsibility of management

and was derived from and relates directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures applied in
the auditof the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records ysegdce the

basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the Supplementary Information as listed in the Conténfairly stated, in all material respects, in relation

to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance witlsovernment Auditing Standardse have also issued our report dabstember 14

2021, on our consideration of Derry Township School District's internal control over financial reporting

and on our tests of its compliance with certain provisions of laws, regulations, contract and grant agreements

and other matters. The purpose of that rejs@olely to describe the scope of our testing of internal control

over financial reporting and compliance and the results of that testing, ancgnmtitie an opinion on the
HITHFWLYHQHVYVY RI 'HUU\ 7RZQVKLS 6FKRRO 'LVWULFWIV LQWHU
compliance. That report is an integral part of an audit performed in accordancgow@mment Auditing
StandardsLQ FRQVLGHULQJ 'HUU\ 7TRZQVKLS 6FKRRO 'LVWULFWY{V LQWI
compliance.

Camp Hill, Pennsylvania
December 14221



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year Ended June 302021

The Management Discussion and Analy§idD&A) provides an overall review and insight intbe

DistrictfV ILQDQFLDO DFWLYLWL HWnd BOJ20¥H#2020VTRI® MD&A Subhviari €3G H G
WKH GLVWULFWITV ILQDQFLDO SHUIRUPDQFH DV D ZKROH 7KHUHIR!
VWDWHPHQWY LQFOXGLQJ WKH 1RWHV WR )LQDQFLDO 6WDWHPHQ
letter, toenh® FH WKHLU XQGHUVWDQGLQJ RI WKH GLVWULFWYV ILQDQFL

Background

The Management Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) StateienB4. Certain condensed comparative
analyses of financial statements have been presented in these statements.

PreGASB No. 34 standards required use of the modified accrual system of accounting for revenues (no
receivables/accruals beyond 60 days). In addition;G&E8B No. 34 standards also did not record
depreciation expense on capialsets andid not require reporting of net assets of various funds. GASB
No. 34 now requires full accrual of revenue and calculating depreciation on capital assets.

Financial Highlights

In accordance with GASB Statemea. 54, theDistrict has recorded as a Permanent Fund the fair market
value of assets held in trust by Fulton Financial Advisors under a bequest made by Milton S..HAarshey
of 2021 and 2@0, the value of this fund wa$$,012,098nd $43,24,356 respectivelyThe fund balance

is classified asNonspendablédue to the restrictive nature of ttrast sinceheDistrict has use of income
only.

Also in accordance with GASB 54, the Board of School Directors adopted Policy 620, Fund Balance. This
policy classifies the General Fund Balance based on the relative strength of constraints that control the
purposes for which specific amounts can be spEffective June 30, 201find balances are now reported

in the following classifications:

Nonspendable Amounts that cannot be spent because they are in a nonspendable form (such as
inventory and notes receivable).

Restricted Amounts limited by external parties (grants or donations).
Committed Amounts limited by Board policy (future anticipated costs).
Assigned Amounts intended for a particular purpose

Unassigned Amounts available for consumption or not restricted in any manner.

Board Policies 625 and 625.1 limit amounts that may be accumulated in the General Fund. Policy 625,
Maintenance of Fund Balance, provides thaQitstrict shall maintain an unassigned General Fund Balance

of not less thar8% of expenditures, and not more than the amount allowed by the Commonwealth of
Pennsylvania, currently 8% of budgeted expenditures. Policy 625.1 established a Capital Reserve Fund to
support theDistrictfV DSSURYHG &DSLWDO ODLQWHQDQFH *URZWK 30DQ W
determined under Policy 625 is transferred. In accordance with these polwiesbudgeted transfer

occurred as of June 30, 202r as of June 30, 2020.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year Ended June 302021

The accompanying Fund Balance Reviewpage5, summarizes General Fund activity for the current and
prior year. Unassigned Fund Balamigereased by $027,252andincrease#622,407for the years ended
June30, 202 and D20, respectively, after transfers in accordance with Policy 625 noted above.

The District has committed a portion of the General Fund Balance for future state retirement costs and for
the District TV \¥niduBed medical plariThe committed portion of the General Fund Balance for future
UHWLUHPHQW FRVWYV Digs@et Rediveloldn 1423334, 68924 NEDY,000Hd year ended

June 30, 202, respectively and&34,692and $,000,000 for year ended June 302@0respectively.

2020-2021 revenues from all sources, local, state, federal and other exceeded budgeted revenues by
$1,676,186 or about?2.63%. Revenue shortfalls occurred in some areas due to effects of the €O®VID
pandemic had on the local Derry Township economy, however overall revenue wasomgp than
anticipated.

2020-2021 actual expenditures werever budget expenditures by1#00,195 Actual expenditures
exceeded budget due to the unknown expenses needed to educate students during ti® Eaktiemic.
Additional grants also became available after the 2201 budget was adopted, expense of that grant
funding also caused actual expesiso exceed budgeted expenses.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021

Annual Financial Report

The governmental statements consist of the Statement of Net Assets and the Statement of Activities. These
governmental statements combine governmental activities wiindsgsype activitiesThe governmental

activities include most of theistrictfV SURJUDPV DQG RSHUDWLRQV VXFK DV LQVW
operation and maintenance, pupil transportatinod extracurricular activitiesThe business activities

include services provided on a charge basis to recover thesegef the servicesquided. The food

service enterprise fund is reported as a busityggsactivity.

The Statement of Net Assets is a governavdde statement that summarizes istrictfV DVVHWY DQG
liabilities in their entirety. It includes capital assets, net of a provision for accumulated depreciation, as
well as longterm debt (mainly bonds payable).

The Statement of Activities is a governmavitle statement that summarizes expenditures among the eight
ODUJHVW IXQFWLRQV DV ZHOO DV HDFK SURJUDPYV QHW FRVW W
activity, unrestricted grants and cahtrtions by other organizationg).includes depreciation expense not

previously recorded, andnterest expense previously reported only in the debt service fure
Governmental Funds Balance Sheet includes only assets expected to be used or consuiatgititiesd |

which will be due during the next year. Neither capital assets noitdomgdebt are included\ote 1B to

the Financial Statements explains the financial statements presentation in detail.

Fund Financial Statements

The Fund Statements present financial inforomein greater detail than thedirict-wide satementsMajor
funds are reported in separate columns, whilemajor funds are aggregated and presented in a single
column.

Governmental Funds are used to report most oDikeictfV DFWLYLWLHY DQG IRFXV RQ WK
other assets to and from the funds, and the remaining fund balances at the end of the fiscal year, which are
availableto be used in future period¥he governmental funds use the modifiadcrual method of

accounting that measures cash and assets that can be readily caonveastThe governmental funds

provide a detailed shetérm view of theDistrict |V R S H drid Wid s Qidks it provideSovernmental

fund information helps the reader determine if there are greater or less financial resources that can be spent

in the near future torfiance thd®istrict 1V S U R THg BeRtionship (or differences) between governmental

activities reported in the Statement of Net Assets and the Statement of Activities and governmental funds

is reconciled in the financial statements.

Proprietary Funds are used to refoigtrict activities that are similar to business operations in the private
sector. The Food Service Fumad the Granada Project Fund are Bistrict § proprietary fund.
Proprietary funds use the accrual method of accounting; therefore, proprietary fund reports will match, in
all essential respects, the busingse activities portion of the governmenide statements.

Permanent Funds are used to report resources that are legally restricted to the extent that only earnings, and
not principal, are used to support school programs.Disteict is a beneficiary under the will of Milton S.

Hershey andeceives quarterly income distributions calculated annually at approxirb&tedythe March

3% market value, in accordance with procedures established Betiesylvania Attorney Generdlhe
distributions support the overall academic programs obtktict.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021

Fiduciary Funds are those funds that District is the trustee, or fiduciaryDonations or bequests
designated for scholarships are the primary fiduciary funds. Donors specify how the funds may be used.
Since the funds may not be used for any other purpose, they are excluded frdbispticefunds because

the District is prohibited from using these fundsftoance any other activitieShe District's fiduciary
activities are reported in separate Statements of Fiduciary Net Position.

The analysis of theistricts major funds provides detailed information about the most significant
funds - not the District as a whole. Some funds are required by state statute, while other funds are
established by thBistrict to help manage money for particular purposes and compliance with various grant
provisions. TheDistrict's four types of fundsgovernmental, proprietary, permanent and fiduciary, use
different accounting approaches as further described in the notes to the financial statements.









DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021

District Budget

The DistrictfV EXGJHW LV SUHSDUHG LQ DFFRUGDQFH ZLWK 3HQQV\OYI
certain transactions based on cash receipts, disbursements and encumbrances. The most significant
budgeted fund is the General Fund. The budgeting system contpeisses by classifying expenses by

functional areas and by type of expense. A summaryaddét to actual results f@020-2021, is shown

in the review below:

As noted earlier2020-2021 actual revenues exceeded budgeted revenues,®&y65186

2020-2021 actual expenditures weneorethan budgeted expenditures ki, #00,195
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DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021
Capital Assets

The schedulbelowreflects capital assets owned by Dietrict, net of accumulated depreciation. For comparative purposes, the schedule reflects
both the current and the preceding year.

11



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021

Debt

During 2020-2021, the District issued General Obligation Not&eries2021 and Series 2021. AThe
DistrictfV FUHGLW UDWLQJ UHPDLQV VWHDG\ 6WD QigrigtaBong®mMR U TV 8Q(
a handful of Pennsylvandistricts with that rating; no districts are rated higher.

Current Issues

OnJune 27,20063HQQV\OYDQLDYTYV JRYHUQRU VLIQHG $FW RI 6SHFLDO 61
is farreaching and complex and includes provisionsOtrict property tax reduction funded through

gaming revenue, facilitates a tax reduction and possible tax shift though imposition of additional earned
income tax or personal income tax, requires voter approval throdgdck end referendufifor real estate

tax rate increases beyond a steditculated index and created a Local Tax Study Comamigsi submit a
recommendation to the Board regarding the tax shifting noted above. The Act also requires adoption of a
preliminary budget as much as six months earlier than in the past

The District is required to make contributions to the Pennsylvania State Employees Retirement System
(PSERS) which covers substantially all employees. Contribution rates are projected to .ihtistase
rates have beegs follows:

20132014 16.93%
20142015 21.40
20152016 25.8%0
20162017 30.03%
20172018 32.5%0
20182019 33.43%
20192020 34.29%
2020-2021 3451%

The Commonwealth of Pennsylvania provides a subsidy fehalief the retirement contributions.
Contacting the District J Minancial Management

Our financial report is designed to provide our citizens, taxpayers, parents, students, staff, investors and
creditors with a general overview of the Derry Township SchaoV W UihahrsEand to show the Board

Rl 6FKRRO 'LUHFWRUVY DFFR XMstid eetetyeésWQuedtidhs \AbduH tHiX @i oW K H
requests for additional financial information should be directettheé@Business Manager/School Board
Secretary at Derry Township School District, 30A East Granada Avenue, Hershey, PA 1708583471

2501.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies

Derry Township School Districttlfe District) operates a publischool system that encompassee
municipalityin DauphinCounty. The District operas oneslementary schopbne middle school and one

high school. The District operates under current standards prescribed by the Pennsylvania Department of
Education in accordance with the provisions of the School Laws of Pennsylvania. The governing body of
the District is compsed of a board of nine school directors who are each elected forgefmuerm. The

daily operation and management of the District is carried out by the administrative staff of the District,
headed by the Superintendent of Schools who is appointed by the Board of School Directors. Funding for
the District is received from localCommonwealth and Federal sources and must comply with the
requirements of the various fundisgurce agencies.

The District assesses the taxpayers of these municipalities based upon taxing powers at its disposal. The
ability of the DistrictfV WD[SD\HUV WR SD\ WKHLU DVVHVVPHQWYV LV GHSHQ
affecting the taxpayers.

The financial statements of the District have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is theositdkive, standargetting body for the
establishment of governmental accounting and financial reporting principles. The more significant of these
accounting policies are as follows:

A. Reporting Entity

In evaluating the District as a reporting entity, management has addressed all potential component units
ZKLFK PD\ RU PD\ QRW IDOO ZLWKLQ WK Hheélckt&vdusedbifhée/DidtrigtD Q FL D O
to evaluate the possible inclusion of related entities within its reporting entity are financial accountability

and the nature and significance of the relationship. In determining financial accountability in a given case,
the Districtreviews the applicability of the following criteria:

The Districtis financially accountable for:

Organizations that make up the lefddtrict entity.

Legally separate organizations Diistrict officials appoint a voting majority of the organizations'
governing body anthe Districtis able to impose its will on the organization or if there is a potential
for the organization to provide specific financial benefits to, or impose specific financial burdens on,
the primary government.

Impose its will If the Districtcan significantly influence the programs, projects, or activities of, or the
level of services performed or provided by, the organization.

Financial benefit or burdeexists ifthe District(1) is entitled to the organization's resources or (2) is
legally obligated or has otherwise assumed the obligation to finance the deficits of, or provide support
to, the organization or (3) is obligated in some manner for the debt of the organization.

Organizations that are fiscally dependent on the District.

Fiscal dependency is established if the organization is unable to adopt its budget, levy taxes or set rates
or charges, or issue bonded debt without approval by the District.

Based on the foregoing criteria, the District has no component entities that need to be included in the
District's financial statements.

27



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Sgnificant Accounting Policies (Continued)

A. Reporting Entity (Continued)

Joint Ventures The Districtis a partigpant in several joint ventures, each of which is a separate legal entity
that offers services tthe Districtand its residents. These entities serve multiple school districts and
municipalities and thereforegare not included in this reporting entity as a component unit. These entities
do not have taxing authority, but are required to adopt an annual budget, which is funded primarily by its
members and others that use its services.

Dauphin County Area Vocational Technical Schodhe District is one of seven member school districts

of the Dauphin County Technical School (DCTSJhe VoTech School provides vocatior@chnical

education to the catituents of all participating schooaistricts. Member school districts are responsible

for funding the major portion of the Ybech School's operating budget. ForykearencedJune 30, 2021

Derry TownshipSchool District paid $38,356for its estimated share of the operating budget. Alsipné

30, 2021 the VoTech School's General Fund had total asset$30665,644and total liabilities of

$2,845,699 As of June 30, 2021the VaTech School had property and equipment net of accumulated
depreciation of $3,166,748andlong-termliabilities of $1,528,715 The VoTech6 FKRRO YV RXW VWD Q
balance on their Series of 2015 bond adunfe 30, 2021is $14,745,000

Derry Township Tax Collection Associatiohis Tax Association is a negurofit corporation created by

both Derry Township Sclu District and Derry Township to collect occupation privilege taxes and
amusement taxes and to assist the elected tax collector in the collection of all real estate and occupation
taxes and municipal street light assessmem&H $VVRFLDWLRQTV H[SHQVHWeDUH VKD
District and Township, with aontribution fromthe elected tax collector. Duag theyearended June 30,

2021, the Districtpaid $27,558for its estimated share of the operatexgpenses As of December 31,

220 WKH 7D[ $VVRFLDW LRQXGM assee3 9D Q39axdt6tal liabilities of $,848

resulting in a total fund balance of%8,391 As of December 32020, the Tax Association had general

fund fixed asseteet of accumulated depreciation$$,294

Capital Area Intermediate UnifThis Intermediate Unit provides support and services to students with
special needs that cannot be provided by district staff.

Harrisburg Area Community CollegeProvides higher education services. All Dauphin County Schools
provide support to reduce tuition for district residents who attend full time.

The most recent audited financial statements of these joint ventures are available for inspection at the
District's business office.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of dgnificant Accounting Policies (Gntinued)

B. Basis of Presentation

The District's basic financial statements consist of governmigl® statements, including@iatement of
Net Position and &tatement ofActivities andFund Financial Statements, which provide a more detailed
level of financial information.

Governmentwide Financial Statement3he Statement ofNet Position and theStatement ofActivities

display information about the District as a whole. These statements include the financial activities of the
primary government, except for fiduciary funds. The statements distinguish between those activities of the
District that are governmentand those that are considered busifigge activities.

The Statement ofNet Position presents the financial condition of the governmental and budiyiess
activities ofthe Districtat yearend. TheStatement ofActivities presents a comparison between direct
expenses and program revenues for each program or functios Dfstricts governmeratl activities and

for the businesgype activitiesof the District Direct expenses are those that are specifically associated
with a service, program or departmeantd thereforeglearly identifiable to a particuldunction. Program
revenues include charges paid by the recipient of the goods or services offered by the program, grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program
and interest earnazh grants that is required to be used to support a particular program. Revenues which
are not classified as program revenues are presented as general revereuBsstiict with certain limited
exceptions. The comparison of direct expenses with gnogevenues identifies the extent to which each
business segment or governmental function isfsehcing or draws from the general revenueshef

District.

Fund Financial Statementduringthe yearthe Districtsegregates transactions related to ceiDasitrict
functions or activities in separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial inform#tierDaftrictat this

more detailed level. The focus of governmental and enterprise fund financial statements is on major funds.
Each major fund is presented in a separate column.-niNgor funds are aggregat@nd presented in a

single column. Fiduciary funds are reported by type.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

C. Fund Accounting

The Districtuses funds to maintairsifinancial records during the year. A fund is defined as a fiscal and
accounting entity with aelf-balancingset of accounts. There are three categories of funds: governmental,
proprietary and fiduciary.

Governmental funds are those through which most governmental functitims Districtare financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which they
may or must be used. CurremHilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance. Wing faléo

the Districts major governmental fundier theyearended June 30, 2021

The General &nd is the operating fund tie Districtand is used to acuoat for all inancid resources
except those required to be accounted for in another fund.

The Capital Projects Funds are made up of the Capital Reserve Fund as well as the Capital Projects
Fund.The Capital ReserveuRd was established by tB®ard in April 2008 to fund variouduture

school projects. The annual funding level shall be adjusted based on aabpavded Tapital
maintenance/growth plamand shall not exceed three yeafpmjected expenditureExpenditures are

limited to: capital inprovements, replacement of ardtéions to public works and improvemenfsr

deferred mainteamnce thereof, and for the purchase or the replacement of school buses, and for no other
purpose.The Capital Projects Fund was established by the Board in a6d9s used to account for

and report financial resources that are restricted to expenditures for the acquisition, construction, or
improvement of major capital facilities.

The Permanentund is a beneficial interest in a perpetual trust. The fundyalerestricted to the
extentthat only earnings, and not principal, are used for purposes that stgpbDistrictf V SURJUDPV

The Debt &rvice fund accounts for accumulation of resources for, and the payment-tétondebt
principal, interest and related costs.

The Student Sponsored Activity Fund is set up in accordance with Section 511 of the PA School Code
for student sponsored school organizations and publications which do not meet the criteria to be
reported as custodial funds per GASB Statement N&id4ciary Activities

Proprietary Runds focus on the determination of the changes iposition financial position and cash
flows. Proprietary funds are classified as enterprise or internal setlie®istricthas no internal service
funds.

Enterpise Runds are used to account for any activity for which a fee is charged to external users for goods
or services.The Districtreports the following enterprise funds:
The Food 8&rvice Fundaccounts for the financial transactions related to food service operations.

TheGranadaProject kind accounts for financiaansactionselated tdfacility rental operations
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies (Continued)

C. Fund Accounting (Continued)

Fiduciary Fund reporting focuses on net position and changes in net position. The fiduciary fund category
is split into four classifications: pension trust funds, investment trust funds, private purpose trust funds and
agency funds. Trust funds are usedccount for assets held by the District under a trust agreement for
individuals, private organizations, or other governments and are, therefore, not available to support the
District's own programs. The District's only trust faadeprivate purposertist funds whictaccount for
scholarship programs for students.

D. Measurement Focus and Basis of Accounting

The governmenivide, proprietary and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is inedirregardless of the timing of related cash flows. Property

taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the providerdramest. Net

position (total asets plus deferred outflows of resourcdsss total liabilitiesless deferred inflows of
resourcepis used as a practical measure of economic resources and the operating statement includes all
transactions and events that increased or decreageaisitein Depreciation is charged as expense against
current operations and accumulated depreciation is reported Statbment oNet Position

The governmental fund financial statements are reported using the current financial rescasoesmeat

focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to @yillties of the current period. For this purpdbe,District

considers tax revenue to be available if collected within 60 days of the end scHieériod. Revenue

from Federal,State and other grants designated for payment of specific School Déstpienditures are
recognized when the related expenditures are incurred; accordingly, when such funds are received, they are
recorded as deferred revenues until earned. Expenditures generally are recorded when a liability is incurred,
as under accrual accounting. Howeveebt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recordetiemlyayment is due.

31



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies (Continued)

E. Budgets and Budgetary Accounting

An operating budget is adopted prior to the beginning of each year for the General Fund on a modified
accrual basis of accounting. The General Fund is the only fund for which a budget is legally required.

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

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

The Districtis required to publish notice by advertisement, at least once in two newspapers of general
circulation in the municipality in which it is located, and withBdays of final action, that the proposed
budget has been prepared and is available for public inspection at the administrative dffice of
District.

Notice that public hearings will be held on the proposed operating budget must be included in the
advertisement; such hearings are required to be scheduled a0ldags prior to when final action on
adoption is taken by the Board.

Legal budgetary control is maintained at the-fuiction/major object level. The Board may make
transfers of funds appropriated to any particular item of expenditure by legislative action in accordance
with the Pennsylvania School Code. Management mmegnd the budget at the stunction/subobject

level without Board approval. Appropriations lapse at the end of the fiscal period. Budgetary
information reflected in the financial statements is presented at or below the level of budgetary control
and indudes the effect of approved budget amendmerie Board madao supplemental budgetary
appropriations throughout the year

In order to preserve a portion of an appropriation for which an expenditure has been committed by a
purchase order, contract or other form of commitment, an encumbrance is recorded. Encumbrances
outstanding ayearendare reported in the fund financial statementa @ammittedfund balance

Included in the ®neralFund budget are program budgets as prescribed by the federal aadstaies

funding the programThese budgets are approved on a program by program basis by the federal and
state funding agencies.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Bosition
Fund Balance

Cash and Cash Equivalents and Investmeritash includes all demand deposits, petty cash, savings,
money market accounts a@ertificates ofDeposit owned byhe District Investments include repurchase
agreements, investment trusts which mature at a future date, mutual funds and Unite@ir&iatey
Notes. Investments astated at faivalue. Accrued interest is reflected &gher receivableson the
balance sheet.

The Districtis authorized by Sec. 440.1 of the Public School Code of 1949, as amended, to invest in United
States Trasury Bills, shorterm obligations of the United States Government or its agencies and
instrumentalities, or in deposits1 savings accounts or time deposits or share accounts of institutions
insured by the Federal Deposit Insurance Corpord&@niC) or the Federal Savings and Loan Insurance
Corporation(FSLIC) or the National Credit Union Share Insurance FIN@USIF), to the extent thatuch

accounts are so insured, and for any amounts above the insured maximums, provided that approved
collateral as required by provisions of Act No. 72 of the Commonwealth of Pennsylvania are pledged by
the depository.

For purposes of these financial statemetits, District considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents.

Interfund Balances On fund financial statements, receivables and payabkadting from shorterm
interfund loans are classified a3nterfund receivables/payable. These amounts are eliminated in the
governmental and businesge activities columns of th8tatement ofNet Position, except for the net
residual amounts due betwegovernmental and businegge activities, which are presented as internal
balances.

Inventory Onthegovernmenwide financial statements, inventories are presented at the lower of cost or
market on a firstn, first-out basis and are expensed when used.

On fund financial statements, inventories of governmental funds are based upon the latest invoice price,
which approximates cost while inventories of proprietary funds are stated at the lower of cost or market.
For all funds, cost is determined on a firstfirst-out basis. Inventory in governmental funds consists of
expendable supplies held for consumption. Inventories ajdtiernmental funds arehterprise fund are
expensed when used.

Prepaid ExpensesCertain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items (consumption method) in both the govemiderdand fund financial
statements.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

Capital Assets General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in the governmental funds. These assets
are reported in the governmental activities colushthe governmenwide Statement oNet Position but

are not reported in the fund financial statements. Capital assets utilized by the proprietary funds are reported
both in the businestype activities column of the governmenside Statenent of Net Position and in the
respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair market values as of the date
received. The Districtmaintains a capitalization threshold $0Q The Districtdoes not possess any
infrastructure. Improvements are capitalized; the costs of normal maintenance and repairs that do not add
to the value of the asset or materially extend an asset's life are not.

All reported capital assets except land, land improvements and constingticrgress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets. Depreciation is
computed using the straiglime method over the following useful lives:

Governmental BusinessType
Activities Activities
Description Estimated Lives Estimated Lives
Buildings andmprovements 20-50 years N/A
Furniture and guipment 5-15 years 5-12 years
Vehicles 8-10years N/A

Deferred Outflows of Resource®ensions The District recognizes the difference between expected and
actual experiencéhe net difference between project and actual investment earcl@ggies in proportion,

the difference between employer contributions and proportionate share of total contributions and the
contributions subsequent to the measurement date as deferred outflows of resources. These amounts are
amortized over the averagemaining service lives of active and inactive members.

Deferred Outflows of Resource®ther PosEmployment Benefits The District recognizebe difference

between expected and actual experience, changes in assumptions, net difference between projected and
actual investment earningshanges in proportiorthe difference between employer contributions and
proportionate share of total contributiormnefit payments subsequent to the measurement date and
contributions subsequent to the measurement date as deferred outflows of resources. These amounts are
amortized over the average remaining service lives of active and inactive members.

Deferred Outflows of ResourcesDeferred Amounts onRefundingDebt The District recognizes the
difference between the-gequisition price and the net carrying amount of the old debt as a deferred outflow
which is a component of interest expense over the remaining life of the old or new debt, whichever is
shorter.

34



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

LongTerm Obligations In the governmentide financial statements, and proprietary fund types in the
fund financial statements, losigrm debt and other loAgrm obligations are reported as liabilities in the
applicable governmental or businggpe activity columns in thetatement of net position. Bond premiums

and discounts are deferred and amortized over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium or discount. Bondeissasia are
recognized as an expense in the period incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources while discounts on debt isses are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

Compensated AbsencesSick leave benefits are accrued as a liability using the termination method. An
accrual for earned sick leave is made to the extent that it is probable that benefits will result in termination
payments. The liability is an estimate based on the BisifV SDVW H[SHULHQFH RI PDNL
payments. The compensated absence liability is reported on the govewidesfihancial statements.

Pensions Substantially all fultime and qualifying pastime employees of the District participate in a cost
sharing, multipleemployer defined benefit pension plan. For purposes of measuring the net pension
liability, deferred outflows of resources and deferred inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of the FUBIFKRRO (PSOR\HHVY S5HWLUHF
36(56 DQG DGGLWLRQV WR GHGXFWLRQV IURP 36 (5@fluntheGXFLDU\
same basis as they are reported by PSERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund Balance (Continued)

Other PosEmployment BenefitsIn the governmenwide financial statements, the District recognizes the
costs and liabilities associated with pestployment benefits other than pension compensation. The
District participates in two plans, the first is a single employer plan aden@isby the District. ThBlan

provides retiree health, vision, dental care and prescription drug benefits for eligible, retired employees and
their qualified spouses/beneficiaries. The District estimates the cost of pgpthdse benefits through an
actuarial valuation.

The District also participates in a governmental cost sharing, mudtipfgoyer other postmployment

benefit plan (OPEB) with PSERS for all eligible retirees who qualify and elect to participate. For purposes

of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of resources
related to OPB, and OPEB expense, information about the fiduciary net position of the Public School
(PSOR\HHVY 5SHWLUHPHQW 6\VWHP 36(56 DQG DGGLWLR®V WR GHG
have been determined on the same basis as they are reported by PSERS. For this purpose, benefit payments
are recognized when due and payable in accordance with the benefit terms. Investments are reported at fair
value.

7KH EDODQFH RI WKH 'LVWULFWYV 23(% OLDELOLWLHYV Iu@eG UHODW
30, 2021 are as follows:

Additional disclosures related to other pestployment benefits of theL V W U L F WEnplogdr @1ai®© H
and PSERS Cost Sharing Plan ardlotes 12 and B, respectively.
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Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

Deferred Inflows of ResourcedJnearned Revenue$he District recognizes property tax revenues when

they become available. Available includes those property taxes expected to be collected within 60 days
after yearend. Those property taxes expected to be collected beyond 60 days afsrdyass sbwn as

deferred revenue in the fund financial statements. Governmental funds also defer revenues in connection
with resources that have been received, but not yet earned.

Deferred Inflows of ResourcesPensions The District recognizes the difference between expected and
actual experience amthanges in proportion aeferred inflows of resources. These amounts are amortized
over the average remaining service lives of active and inactive members.

Deferred Inflows of ResourceOther PosEmployment Benefits The District recognizes the difference
between expected and actual experienbanges in assumptioasd changes in proporticaas deferred

inflows of resources. These amounts are amortized over the average remaining service lives of active and
inactive members.

Governmentwide Net PositionNet position represents the difference between assets, deferred outflows of
UHVRXUFHV OLDELOLWLHY DQG GHIHUUHG LQIORZV RI UHVRXUFH
following:

Net Investment in Capital Asset€onsists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any borrowing used for the acquisition, construction or improvement of
these assets.

Restricted Represents amounts with external constraints placed on the use of these resources or
imposed through constitutional provisions or enabling legislation. Restricted net position for the
governmental activities is composed of the following:

There were no restrictions placed on net position for the budiygsactivities.

Unrestricted The difference between assets, deferred outflows of resources, liabilities and deferred
inflows of resources that are not reported in net investment in capital assets or as restricted net position.

:KHQ ERWK UHVWULFWHG DQG XQUHVWULFWHG UHVRXUFHV DUH D
restricted resources first and then unrestricted resources as they are needed.
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Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund Balance (Continued)

Fund Balancedn the governmental fund financial statements, fund balances are classified as follows:

NonspendabteRepresents amounts that cannot be spent either because they are in nonspendable form
(such as inventory or prepaids) or because they are legally or contractually required to be maintained
intact (such as notes receivable or principal of a permanent fund)

Restricted Represents amounts with external constraints placed on the use of these resources (such as
grantors, bondholders and higher level of government) or imposed through constitutional provisions or
enabling legislation.

Committed Represents amounts that can only be used for specific purposes imposed by a formal action

Rl WKH 'LVWULFWYV KLIKHVW OHYHO RI GHFLVLRQ PDNLQJ DXWK
used for any other purpose unless the Board removes oreshdrmgspecific use by taking the same

formal action that imposed the constraint originally.

Assigned Represents amounts the District intends to use for specific purposes as expressed by the
Board or an official delegated the authority. The Board has delegated the authority to assign fund
balances to the Business Manager. The District does not haeenaoyts that are assigned.

UnassignedRepresents amounts that are available for any purpose, reported only in the General Fund.
In circumstances where an expenditure is to be made for a purpose for which amounts are available in
multiple fund balance classifications, the order in which resources will be expensed is as follows: restricted
fund balance, followed by committed fund d&ate, assigned fund balance and unassigned fund balance.

7KH 'LVWULFWYV SROL pércem(8W)Rf Bribwalondbdieqd oddratikKg\éxpenditures for the
next fiscal year as its maximum general fund unassigned fund balance.

The following schedule provides information about the specific fund balance classification by fund:
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Note 1.  Summary of Significant Accounting Policies (Continued)

G. Other

Encumbrances Encumbrances atearendare reported in the fund financial statements as restricted or
committed fund balances since they do not constitute expendituliebilities butserve as authorization
for expenditures in the subsequent year.

Estimates The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and ltisares. Significant estimates used in preparation of these financial
VWDWHPHQWY LQFOXGH GHSUHFLDWLRQ FRPSHQViempley@edtEVHQFH\
benefits. Accordingly, actual results could differ from those estimates.

Restatemet of Net Position and Fund Balance Beginning Balancas of July 1, 2020, th®istrict
implemented Governmental Accounting Standards BaASB) Statement No. 84iduciary Activities

The implementation of GASB No. 8équired thistrict to report student sponsored activities, previously
reported as an agency fund in the fiduciary funds financial statements, as a special revenue fund in the
governmental funds financial statements. This change has resulted in a restatement of gowédement

net posiion and governmental fund balance 829,517

Subsequent Eventdn preparing these financial statementise District has evaluated events and
transactions for potential recognition or disclosure thrdbgbember 142021, the date that the financial
statements were available to be issig=k Note 18
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Note 2.

Deposits and Investments

Under Section 440.1 of the Public School Code of 1949, as amended, the District is permitted to invest
funds consistent with sound business practices in the following types of investments:

X
X
X

X

U.S. Treasury Bills
Shortterm obligations of the U.S. Government or its agencies or its instrumentalities
Deposits in savings accounts or time deposits or share accounts of institutions insured by:
1. The Federal Deposit Insurance Corporation (FDIC), or
2. The Federal Savings and Loan Insurance Corporation (FSLIC), or
3. The National Credit Union Share Insurance Fund (NCU$dF)he extent that such
accounts are so insured, and for any amounts above maximum insurable limits, provided
that approved collateral as provided by law shall be pledged by the depository
Obligations of (a) the United States of America or its agencies or instrumentalities backed by the
full -faith and credit of the United States of America, and (b) the Commonwealth of Pennsgylvania
or instrumentalities theredbacked by the fulfaith and credit of these political subdivisions
Shares of investment companies whose investments are restricted to the above categories

The deposit and investment policy of the District adheres to state statutes and prudent business practices.

There were no deposit or investment transactions during the year that were in violation of either state
statutes or the policy of the District.

Deposits:Custodial Credit Risk

&EXVWRGLDO FUHGLW ULVN LV WKH ULVN WKDW LQ WKH HYHQW RI
UHWXUQHG WR LW $ VXPPDU\VWRé 30, RO21a1e $MWWhLbEIBWTY GHSRVLWYV DW

Act 72 of 1971, as amended, is an act standardizing the procedures for pledges of assets to secure deposits
of public funds with banking institutions pursuant to other laws; establishing a standard rule for the types,
amounts and valuations of assets blgito be used as collateral for deposits of public funds; permitting

assets to be pledged against deposits on a pooled basis and authorizing the appointment of custodians to act
as the pledgers of the assets.

40



DERRY TOWNSHIP SCHOOL DISTRICT
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Note 2.  Deposits and Investments (Continued)

Investments

It is the DistrictfV LQYHVWPHQW SROLF\ WR RSWLPL]JH LWV UHWXUQ WKUF
way as to minimize neinvested balances and to maximize return on investments. The primary objectives
of investment activities, in priority order, shall be:

1. Legality- All investments shall be made in accordance with applicable laws of Pennsylvania.

2. Safety- Safety of principal shall be of highest priority. Preservation of capital in the portfolio of
investmentshall be ensured through the mitigation of credit risk and interest rate risk.

3. Liquidity - Investments shall remain sufficiently liquid to meet all operating requirements that are
reasonably anticipatedA fiscal year operations anticipated cash flow shall be developed so that
investments can be made as early as possible, with maturities concurreantigipatedcash
demands.

4. Yield - Investments shall be made with the objective of attaining a mavieeagerate of return
throughout théudgetary and economic cycles, taking into account the investment risk constraints
and liquidity needs.

At June 30, 2021the Districthad noinvestmeng with maturiies greater tharl2 monthswithin the
governmentafunds

As of June 30, 2021the James L. Fillmore Scholarship Trust Fund (contained within the fiduciary fund
private purpose trust fund), to be used to provide scholarships for students to attend the University of
Cincinnati, had the following investments:

The District categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs avetgd prices in active markets for identical assets; Level 2 inputs are
significant other observable inputs; Level 3 inputs are significant unobservable inputs.

Common Stocks, Mutual Funds and Exchange Traded Filihddair value of common stocks and mutual
funds are based on closing market prices for the identical security as reported in active markets. These
investments are reported at fair value as Level 1 investments under GASB Statement No. 72.

Money Market FundsFixed income securities do not always trade on a daily basis so the fair values of
each security are dependent upon various pricing models that incorporate benchmark yields, interest rates,
credit risk, broketdealer quotes and other valuation procesHesse investments are reported at fair value

as a Level 2 investment under GASB Statement No. 72.
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Note 3.  Beneficial Interest in a Perpetual Trust

The District is named the beneficiary in a perpetual trust, which originated from a bequest by Milton S.
Hershey in 1946and is administered by Fulton Bank, NA. The perpetual trust is to pay income to the
District quarterly, and the District is to use the funds for such purpose as determined by the Board. The
funds in the trust are restricted and are not available tDitgct, except for distributions made from the

trust to the District per the trust agreement and state law governing perpetuahssests of the perpetual

trust are restricted in th&tatement ofNet Position and designated as nonspendable in the governmental
funds balance sheet. The assets are recorded at fair value. Income less trustee fees and changes in fair value
of the perpetual trust are recorded as investment earnings. The following is argwitina transactions

for theyearended June 30, 2021

The assets of the perpetual trust are categorized as Level 3. Financial assets valued using level 3 inputs are
based on significant unobservable inputs and have the lowest priority. According to FASB ASCE 820

35-58, if an organization will never be a&bio redeem its investment at the net asset value per share (as in

a perpetual trust), the measurement should be categorized as a Level 3 fair value measurement.

Note 4. Property Taxes

Based upon assessed valuations provided by the County, the District bills and collects its own property
taxes. The schedule for property taxes levie@@20-2021, is as follows:

7KH 'LVWULFWITV WD[ U RORHI02AIRMESs TBD968 r8ilks Y 87938 per l$Q 000 assessed
valuation). Refunds on payments of prior year taxes are classified as Other Debt Service items under the
&RPPRQZHDOWK RI 3HQQV\OY D Qubdhy/tap EdidRtoqsWathe Disvittvwerd P
approximately98% of the total tax levy
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Note 5. Taxes Receivable, Deferred Inflows of Resources, and Estimated Uncollectible Taxes

A summary of the taxes receivable and related accoudtsat30, 2021are as follows:

Note 6.  Note Receivable Township of Derry

In March 2002the Districtentered into the @nnasium Facility Joint Management and Use Agreement

with the Township of Derry. This agreement requires that the Township of Derry pay an aamfaku

to the Districtin an amount equal to the proportionate share of th&scin renovating the Granada
Gymnasium, together with an interest component equahdoDistrictfV FRVW RI IXQGV WR ILQ
FRQVWUXFWLRQ DQG ILQDQFLQJ RI WKH UHQRYDWLRQV DQG DQ DQ
proportionate share of cost for the renovation amounted to $904,440. Imasstsbe paid on this amount

based on the same interest ridite Districtincurred on the delseries of 2012)lirectly related to this

renovation, which rangkfrom 1.45% to 3.00%.

During the year ended June 30, 2021 District and the Township of Derry were in the process of
finalizing an agreement to terminate tBgmnasiumFacility Joint Management and Use Agreeménte

to the pending termination agreement, there were no payments of principal or interest on the note receivable
during the year ended June 30, 2021. The termination agreement became effective Jubsaiig in

the entirety of the note receivable to be reported as a cagsetas of June 30, 202%ee subspient event

at Note 18 fofurtherinformation.
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Note 7.  Interf und Receivables and Payables and Transfers

Individual fund receivable and payable balancehiat 30, 2021are as follows:

In order to take advantage of higher interest rates, the District holds all of the cash for each fund in one
account. They make monthly transfers to cover the expenses of each fundldrted in the internd
receivables are the amount of cash belonging to that fund in the general fund account.

All interfund receivable/payable balances resulted from the time lag between the dates that (1) interfund
goods and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system and (3) payments betwerddare made. All balances are expected to be repaid within

the following year.

Individual fund transfers during the fiscal year endede 30, 202lare as follows:

Transfers and payments within the District are substantially for purposes of funding capital projects and
asset acquisitions or maintaining debt service on a routine basis. Transfers are made from the general fund

to the food service fund for operation 8 KH VFKRROfV FDIHWHULD SURJUDP 7UD
permanent fund to the general fund for investment earnings of the fund. Resources are accumulated in a
fund to support and simplify the administration of various projects or programs.
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Note 8.  Capital Assets

Capital asset activitfior theyearended June 30, 202was as follows:
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Note 8 Capital Assets (Continued)

Depreciatioron equipmentvas charged to functions/programs of the primary government as follows:
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Note 9. Long-Term Obligations

$ VXPPDU\ RI WKH UH S-runghligafioht @3diunve B0 \20Q18n@ tFansactions during the
year then ended follows:

General Obligation BondsSeries A of 2012 On December 19, 201#he Districtauthorized the issuance

of General Obligation Bonds, Series A of 2012, in the aggregate principal amount of $3,240,000. The
proceeds of the bonds were used to provide funds to: (1) fund alterations, additions and renovations to the
Hershey Middle Schoolncluding a new HVAC system for the middle school, and other various capital
improvement projects dhe District (2) pay the costs of issuing the bontlse Bondsoreinterest rates
thatwerenot to exceed 2.00%; the initial rateas0.30%. The bondwere to matureerially in amounts

ranging from $5,000 to $805,000 through 202B6.January 25, 2021, the District issued General Obligation
Note- Series of 2021 to fully refund these bonds.

General Obligation BondsSeries of 2015 On February 19, 20153he Districtauthorized the issuance of
General Obligation Bonds, Series of 2015, in the aggregate principal amount of $9,995,000. The proceeds
of the bonds were used to provide funds to: (1) the partial current refunding and redemption of the general
obligation bondsseries A of 2010 dhe District and (2) pay the costs of issuing the bofith& refunding

reduced total debt service payments by $722,397 over the next 8 years. Thadiresmiteconomic gain
(difference between present value of the debt service payments on the old and new debt) of $686,114. The
Bondshoreinterest rates thaterenot to exceed 4.00%; the initial rateas0.20%. The bondsg/ere to
matureserially in amounts ranging from $105,000 to $1,820,000 through 2023anuar®5, 2021, the

District issued General Obligation Not&eries of 2021 to fully refund these bonds.

47



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 9.  Long-Term Obligations (Continued)

General Obligation BondsSeries A of 2015 OnNovember 23, 201%he Districtauthorized the issuance

of General Obligation Bonds, Series A of 2015, in the aggregate principal amount of $6,120,000. The
proceeds of the bonds were used to provide funds to: (1) advance refund a portion of the outstanding General
Obligation Bonds, Sees of 2008 of the District; and (2) pay the costs of issuing the bAngisition of

the proceeds was irrevocably deposited in an escrow fund maintained by Manufactureeslars Tirust
Company. These proceeds were used to purchase certain United States Treasury Securities, which will
mature and earn interest to provide for all future debt service on the refunded portion of the Series 2008
bonds. As aresult, a portion bitSeries 2008 bonds are considered defeased and the District has removed
a portion of the liability from its accounts. The outstanding principal of the defeased bonds was $5,875,000
at June 30, 2018and this amount was paid in full during thearendng June 30, 2019The advanced
refunding reduced total debt service payments by $712,639 over the next 9 years. This results in an
economic gain (difference between present value of the debt service payments on the old and new debt) of
$674,897. The Bonds bear interesties that shall not exceed 4.00%; the initial rate is 1.00%. The bonds
mature serially in amounts ranging from $170,000 to $2,230,000 throughQ02Z&nuary 25, 2021, the

District issued General Obligation Not&eries of 2021 to partialkefund these bonds.

General Obligation BondsSeries of 2016 On February 22, 2018he Districtauthorized the issuance of
General Obligation Bonds, Series of 2016, in the aggregate principal amount of $7,200,000. The proceeds
of the bonds were used to provide funds for: (1) the current refunding of the general obligation bonds, series
of 2011 of tke District; and (2) pay the costs of issuing the bonds. The refunding reduced total debt service
payments by $269,880 over the next 9 years. This results in an economdifézience between present

value of the debt service payments on the old and new debt) of $267,605. The Bonds bear interest rates that
shall not exceed 4.00%; the initial rate is 0.37%. The bonds mature serially intamanging from
$255,000 to $1,360,000 through 2023

General Obligation NotesSeriesA of 2019- On December 172018, the Districtauthorized the issuance
of General Obligation NotesSeries A of 2019in the aggregate principal amount & %L0,000 The
proceeds of thaotes were used to provide funds to: ¢he currenrefundng of the outstanding General
Obligation Bonds, Series @012 of the District;(2) the current refunding of a portion of the outstanding
General Obligation Bonds, Series A of 2012, of the District, (3) various capital prdj¢cesistrict and
(4) pay the costs of issuing thetes The economic loss on the refunding of the 2GR 2012A bonds
was $165,934TheNotesbear interest rates that shall not exc&80%; the initial rate i4.78%. Thenotes
mature serially in amounts ranging frorh0$000to $1,685,000through 208. On January 25, 2021, the
District issued General Obligation Bon&eries A of 2021 to partially refund these bonds.

General Obligation NotesSeries B of 2019 On December 17, 2018pe Districtauthorized the issuance

of General Obligation Notes, Series B of 2019, in the aggregate principal amount of $1,555,000. The
proceeds of the natevere used to provide funds to: (1) various capital projects of the District and (2) pay
the costs of issuing theotes The Notesbear an interest rate of 3.5%. Thetesare not subject to
redemption prior to maturity and are scheduled to mature in May 2026.
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Note 9.  Long-Term Obligations (Continued)

General ObligatioiNotes - Series C of 20190n December 20, 2019, the District authorized the issuance

of General Obligation Notes, Series C of 2019, in the aggregate principal amount of $9,030,000. The
proceeds of theotes were used to provide funds to: {tg current refunding of the outstanding General
Obligation Bonds, Series of 201af,the District and (2) pay the costs of issuing the bofiti&® economic

gain on the refunding of the 2014 bonds w421$150 The bonds bear interest rates thatllshot exceed

4.00%, the initial rate is 1.20%. The bonds mature serially in amounts ranging from $45,000 to $3,380,000
through 2024.

General Obligation NotesSeries of 2021 On January 25, 2021he District authorized the issuance of
General Obligation Notes, Serie62021, in the aggregate principal amount df&L5,000 The proceeds

of the notes were used to provide funds totlig)current refunding of the outstanding General Obligation
Bonds, Serieé\ of 2012, and Series of 2015, and a portion of the General Obligation Bonds, Series A of
2015, of the District an@) pay the costs of issuing the notes. The Notes bear aesintate ofl.38%.
TheNotesmature serially in amounts ranging from $30,000 to $2,625,000 through 2028

General Obligation BondsSeries A of 2021 On January 25, 2021, the District authorized the issuance of
General ObligatiorBonds, SeriesA of 2021, in the aggregate principal amount @f0$5,000 The
proceeds of th8ondswere usedtoDGYDQFH UHIXQG WKH 'LVWULFWIV RXWVWDQ(
Series A of 2019 and to pay for the cost of issuafiqeortion of the proceeds was irrevocably deposited

in a trust with an escrow agent. These proceeds were used to purchase certain United Statgs Treasu
Securitieswhich will mature and earn interest to provide for all fututet dervice on the refunded portion

of the Series A of 2019 bonds. As a result, a portion of the Series A of 2019 bonds are considered defeased
and the District has removed a portion of the liability from its accounts. The outstanding principal of the
defeagsd bondds $910,000 as of June 30, 20Zhe economic loss on the refunding of the bonds was
$39,914.The Notes bear an interest ratela?3%. The bonds mature serially in ammts ranging from

$1,000 to $1,010,000 through 2027

The following is a schedule of principal and interest requirements to service the genetatrionigbt of
the District
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Note 9.  Long-Term Obligations (Continued)

Lease Obligations Dauphin Countyl echnical Schodlease Obligation

The Board authorized the incurring of lease rental sebbnnection with the Dauphi@ounty Technical
School, by entering into an agreement of lease and guaranty with Dauphin Tecimtycal Schogldated
March 15, 2007 TheTechnicalSchool constructeidnprovements and renovations and acquéguipment

for theTechnicalSchool and has financed it by issuirgi§750,000n SchoolLeaseRevenudBonds Series

of 2007, datedMarch 15, 2007These bonds were refinanced by the issuance of Series of 20d&, da
March 15, 2015in the amount of $19,005,000his debt is supported by the full faith, credit daging
power of thesevenmember schoolistricts who participate in th&echnicalSchool. Derry Township

6 FKRR O 'loxgiialdheré/df Yhis debwas$3,170,034 which was based on the market valuation of
all taxable real property in eacbheol dstrict.

The following is a schedule of principal and interest requirements to servideséise Obligations
Dauphin County Technical School Boretjuirements athe District

Compensated Absences

Under the terms dhe Districtf V HPSOR\PHQW SROLFLHV HPSOR\HHV DUH UHLPE
retirement or other termination of employment. The reimbursement rate is established by the employment
contract and varies by employee classification. In addition, employeesaatedysick days per school

year, and any unused sick days are permitted to be carried over to future years. Upon retirentiest from
District, employees are reimbursed for accumulated sick days equal to the number of deysed

multiplied by an amount established by the employment contract. The employees are also offered options
regarding retirement payouts as prescribed in the contract if certain conditions are met. The total liability

for accrued vacation, sick leavedametirement bonuses has been reflected ilstae=menbf Net Position.
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Note 9.  Long-Term Obligations (Continued)

Other Lease Obligations

The District leases computers which are located throughout the District. The related lease agreements
gualify as capital leases, and accordingly, these transactions are recorded at the present values of related
future, minimum lease payments as of the jiioe date. All leas@urchase obligations are funded by the
General Fund.

The assets acquired through capital leases are as follows:

The following is a schedule of the future, minimlease payments due under the lgasechase
obligations as of June 32021.
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Note 10. Operating Lease Commitments

Copier Equipment

On March 1, 2017he Districtentered into a fivgrear lease agreement with Fraser Advanced Information
Systems for the lease of copier equipment. Lease rentals totabrg$were paid during thgearended

June 30, 202 Future lease obligations under this commitment are $17,088 through the year ending June
30, 2022.

On September 1, 201the Districtentered into a fivgear lease agreement with JGF Funding, LLC for the
leasing of copier equipment. Lease rentals tots$Big979were paid during thgearendedJune 30, 202
This commitment expired during the year ended June 30, 2021.

Note 11. Defined-Benefit Pension Plan

Plan Description

36(56 3HQQV\OYDQLD 3XEOLF 6FKRRO (PSOR\HHVY 5SHWLUHPHQW 6\
sharing multipleemployer defined benefit pension plan that provides retirement benefits to public school
employees of the Commonwealth of Pennsylvania. The members eligible to participate in the System
include all fulttime public school employees, pdirhe hourly publicschool employees who render at least

500 hours of service in the school year, and-fiae per diem public school employees who rentlézaest

80 days of service irhe school year in any of the reporting entities in Pennsylvania. PSERS issues a
publicly available financial report that can be obtainegaiv.psers.pa.gov

3IXUVXDQW WR &RPPRQZHDOWK $FW ( PHPEHUY KLUHG RQ RU DI
of three new retirement plan design options for retirement benefits. The current defined benefit plan will

no longer be available to new members hinedoafter July 1, 2019. The new plan design optionsidtel

two hybrid plans consisting of defined benefit and defined contribution components. The third option is a
standalone defined contribution plan. PSERS school employers will be charged interest at the assumed rate

of return, currently 7.25%, for delinguiepayments to PSERS rather than 6%.

Benefits Provided

PSERS provides retirement, disability and death benefits. Members are eligible for monthly retirement
benefits upon reaching (a) age 62 with at least 1 year of credited service; (b) age 60 with 30 or more years
of credited service; or (c) 35 or more yeafrservice regardless of age. Act 120 of 2010 (Act 120) preserves

the benefits of existing members and introduced benefit reductions for individuals who become new
members on or after July 1, 2011. Act 120 created two new membership :didssesership Clas TE

(Class FE) and Membership ClassH (Class TF). To qualify for normal retirement, ClassETand Class

T-F members must work until age 65 with a minimum of 3 years of service or attain a total combination of
age and service that is equal to or ggeghan 92 with a minimum of 35 years of service. Benefits are

JHQHUDOO\ HTXDO WR RU GHSHQGLQJ XSRQ PHPEHUVKLS FOL
defined in the Code) multiplied by the number of years of credited service. For marbsesmembership
VWDUWHG SULRU WR -XO\ DIWHU FRPSOHWLRQ RI ILYH \HDU

benefits is vested and early retirement benefits may be elected. For &aasdIClass -‘F members, the
right to benefits is vestiafter10years of service.
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Note 11. Defined-Benefit Pension Plan (Continued)

Benefits ProvidedContinued)

Participants are eligible for disability retirement benefits after completion of five years of credited service.

6 XFK EHQHILWY DUH JHQHUDOO\ HTXDO WR RU GHSHQGLQJ X
average salary (as defined in the Cadeltiplied by the number of years of credited service, but not less

than onethird of such salary nor greater than the benefit the member would have had at normal retirement
age. Members over normal retirement age may apply for disability benefits.

Death benefits are payable upon the death of an active member who has reached age 62 with at least one
year of credited service (age 65 with at least three years of credited service for-Elassl Tlass -F

members) or who has at least five years alibed service (ten years for Clas€land Class -F members).

Such benefits are actuarially equivalent to the benefit that would have been effective if the member had
retired on the day before death.

Contributions
Member Contributions:

Active members who joined the System prior to July 22, 1983, contribute at 5.25% (Membership Class T
C) or at 6.50% (Membership Class'T Rl WKH PHPEHUYV TXDOLI\LQJ FRPSHQVDWLF

Members who joined the System on or after July 22, 1983, and who were active or inactive as of July 1,
2001, contribute at 6.25% (Membership ClasS)Tor at 7.50% (Membership Class'T RI WKH PHPEHUTV
gualifying compensation.

Members who joined the System after June 30, 2001 and before July 1, 2011, contribute at 7.50%
(automatic Membership ClassD). For all new hires and for members who elected Cld3sriembership,
the higher contribution rates began with service renderast after January 1, 2002.

Members who joined the System after June 30, 2011, automatically contribute at the Membership Class T

( UDWH RI EDVH UDWH RI WKH PHPEHUTVY TXDOLI\LQJ FRPSHQVI
elect Class I membership, contribute at 10.3% DVH UDWH RI WKH PHPEHUfV TXDOL
Membership Class-E and Class F are affected by &hared risk provision in Act 120 of 2010 that in

future fiscal years could cause the Membership Clagscdntribution rate to fluctuate betwee&%. and

9.5% and Membership ClassFcontribution rate to fluctuate between 10.3% and 12.3%.

Employer Contributions:

7KH 'LVWULFWV FRQWUDFWXDOO\ U iehdehdHBGeRBRMWMAEHEEMLRQ UDW
of covered payroll, actuarially determined as an amount that, when combined with employee contributions,

is expected to finance the costs of benefits earned by employees during the year, with an additional amount

to finance any unfunded accrued liabilitfhe34 51% rate is composed of a contribution rate886%o

for pension benefits and2® for healthcarénsurance premium assistance (OPEB bésjefi
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Note 11. Defined-Benefit Pension Plan (Continued)

Contributiong(Continued)

The District is required to pay the entire contribution and will be reimbursed by the Commonwealth in an

DPRXQW HTXDO WR WKH &RPPRQZHD OW KafotatoKds defindlVvh A&ctH2@/df UP L Q H C
ZKLFK LV DW OHDVW RQH KDOI RI WKH WRWDO 'LVWULFWYV UD

to pension benefits, for thgear ended June 302021, was $,832087 and is equal to the required

contribution for the year. For tly@arenced June 3@021, the District recognized gss retirement subsidy

revenue from the Commonwealth in the amour$=018,736

Pension Liabilities, Permmn ExpenseDeferred Outows/Inflows of Resources Related to Pensions

At June 30,2021, the District reported a liability of1¥®2,171000for its proportionate share of the net

pension liability. The net pension liability was measured as of Jur92Q,and the total pension liability

XVHG WR FDOFXODWH WKH QHW SHQVLRQ OLDELOLW\ ZDV GHWHUF
liability as of June 302019to June 302020 7KH 'LVWULFW{V SURSRUWLRQ RI WKH
FDOFXODWHG XWLOL]LyQal régatteld ¢bPeBeO Rayirbl) §<Vit FReQtel the total ongear

reported covered payroll. At June ZM20 WKH 'LVWULFW 1.207S pareSrivhidhlvwRQarZ D V
decreasef .0004 percentrom its proportion measured as of June 31,9

For theyearended June 302021, the District recognized pension expense 1f, 870,320 At June 30,
2021, the District reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

$9,832,000 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the yearendng June 302022. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:
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Note 11. Defined-Benefit Pension Plan (Continued)

Actuarial Assumptions

The total pension liability as of June 2020 ZDV GHWHUPLQHG E\ UROOLQJ IRUZDUG W
liability as of June 302019to June 30202Q using the following actuarial assumptions, applied to all
periods included in the measurement:

X Actuarial cost methodEntry Age Normal levelso of pay.

X Investment return 7.25%, includes inflation at 2.75%.

x Salary growth- Effective average of 5.00%, comprised of inflation of 2.75% and 2.25% for real
wage growth and for merit or seniority increases.

X Mortality rates were based on the R®14 Mortality Tables for Males and Females, adjusted to
UHIOHFW 36(567 H[SHULHQFH DQG SURMHFW2DE MMty D PRGL
Improvement Scale.

The actuarial assumptions used in the June@R0Qvaluation were based on the results of an actuarial
experience study that was performed forfthe-yearperiod ending June 30, 2015.

Investments

The longterm expected rate of return on pension plan investments was determined using a lnoibéting

method in which begstimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class. These ranges are combined
to produce the lonterm expected rate of return by weigigtithe expected future real rates of return by the

target asset allocation percentage and by adding expected inflation.

7KH SHQVLRQ SODQYV SROLF\ LQ UHJDUG WR WKH DOORFDWLRQ F

amended by the Board. Plan assets are managed with-tefamgbjective of achieving and maintaining a
fully funded status for the benefits providedatingh the pension.

7KH DERYH zZDV WKH %RDUGTY DGRSWHG DVVHW DOORFDWLRQ SR(
return for each major asset class as of Jun2Cgm)
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Note 11. Defined-Benefit Pension Plan (Continued)

DiscountRate

The discount rate used to measure the total pension liability was 7.25%. The projection of cash flows used

to determine the discount rate assumed that contributions from plan members will be made at the current
contribution rate and that contributions froemployers will be made at contractually required rates,
DFWXDULDOO\ GHWHUPLQHG %DVHG RQ WKRVH DVVXPSWLRQV WKl
to be available to make all projected future benefit payments of current plan membergréhtre long

term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

Sensitivity ofthe Districty ProportionateShare of theNet PensionLiability to Changes in th®iscount

Rate

7KH IROORZLQJ SUHVHQWY WKH 'LVWULFWYV SURSRUWLRQDWH VKI
GLVFRXQW UDWH RI DV ZHOO DV ZKDW WKH 'LVWULFWY{V SURS
be if it were calculated using a dismt rate that isne-percentaggoint lower (6.25%) oonepercentage

point higher (8.25%) than the current discount rate:

Pension Plan Fiduciary Net Position

'"HWDLOHG LQIRUPDWLRQ DERXW 36(56T ILGXFLDU\ QHW SRVLWLRQ
JLQDQFLDO 5HSRUW ZKLFK FDQ EH MRWQPBLrsRQIW KH 6\VWHPTV ZHEVL

Plan Payables

At June 30,2021, the District has payables to the PSERS pension pla$8,4650,171 This total is
composed of staff payroll accruals for retirement contributions.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 12. Other PostEmployment Benefits- 'LVWULFW{V 6LQJOH (PSOR\HU 30DQ

Plan Description, Benefit Terms and Funding Policy

The District provides retiree health, vision and deogak benefits, including prescriptioinug coverage,

to eligible, retired employees and qualified spouses/beneficiaries. This is aesimgteyer, defined

benefit plan administered by the District. The District funds OPEB on-aggyu go basis, and there is

no obligation to make contritions in advance of when insurance premiums or claims are due for payment.
The District does not maintain or accumulate any assets within a trust in accordhngaragraph 4 of

GASB Statement No. 75. The plan description and benefit terms provided by the plan are summarized in
the chart below:
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Note 12.  Other PostEmployment Benefits- 'LVWULFW TV 6L QJOHorfthE@R\HU 30DQ

Employees Covered by Benefit Terms

As of theJuly 1,2020actuarial valuationthe following employees were covered by the benefit terms:

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB

At June 302021, the District reported a liability of85089,86dor the total OPEB liability. The total OPEB
liability was measured as ditily 1,202Q andwas determined by an actuarial valuation as of 1L302Q
The OPEB liability is composed of the following:

For theyearended June 302021, the District recognized OPEB expenseb859,849 At June 302021,
the District reported deferred outflows of resources and deferred inflows of resources related to OPEB from
the following sources:
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Note 12.  Other PostEmployment Benefits- 'LVWULFW TV 6L QJOHorfthE@R\HU 30DQ

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
(Continued)

Of the total amount reported as deferred outflows of resources related to GRBEB0Rresulting from

District benefit payments subsequent to the measurement date and before the end of the fiscal year will be
included as a reduction of the collective net OPEB liabilithe&yearendedJune 302021 Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
UHFRJQL]J]HG LQ WKH 'LVWULFWYV 23(% H[SHQVH DV IROORZV

Actuarial assumptions

The total OPEB liability was determined by an actuarial valuation as of JAGA8, using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:

x Inflation - 2.5%

X Salary Increases 2.5% cost of living adjustment, 1% real wage growth and for teachers and
administrators a merit increases which varies by age from 2.75 to 0%.

x Discount Rate 1.86%. Based on S&P Municipal Bond 20 Year High Grade Rate Index at
July 1, 2020

X Health Care Cost Trend Rat®.5% in 2020 through 2023 Rates gradually decrease from 5.4%
in 2024,t04.0% in 2075 and later based on the Society of Actuaries ERng Medical Cost Trend
Model.

X S5HWLUHHVY 6 kReldtdd RostRdtipdd tarvibutions are assumed to increase at the same
rate as the Health Care Cost Trend Rate.

X Mortality rates are separate and assumed preretirement and postretirement using the rates assumed
in the PSERS defined benefit pension plan actuarial valuation. Incorporated into the table are rates
projected generationally by the Buck Modified 2016 potyen scale to reflect mortality
improvement.
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Note 12.  Other PostEmployment Benefits- 'LVWULFWY{V 6LQJOH (PSOR\HU 30DQ &F

6HOQVLWLYLW\ RI WKH 'LVWULFWYV 7RWDO 23(% /LDELOLW\ WR &KDC

The following presents the total OPEB liability of the district calculated using the discount taB8%f
as well as what the total OPEB liability would be if it were calculated using a discount rate that is one
percentaggoint lower (86%) or onepercentagéigher(2.86%) than the current discount rate:

The discount rate used to measure the total OPEB lialiityeasedrom 3.36% as of July 12019 to
1.86% as of July 12020

6HOQVLWLYLW\ RI WKH 'LVWULFWYV 7RWDO 23(% /LDELOLW\ WR &KDC

The following presents the total OPEB liability of the district calculated using the health care cost trend
rates of 6.5% decreasing td.0%), as well as what the total OPEB liability would be if it were calculated
using a health care cost trend rates thabaepercentaggoint lower orone-percentaggoint higher than

the current healthcare cost trend rates:
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Note 13. Other PostEmployment Benefits- PSERS Cost Sharing Plan

System Administration

7KH DGPLQLVWUDWLYH VWDII RI WKH 3HQQV\OYDQLD 3XEOLF 6FKRF
System) administers a defined benefit pension plan, angoseemploymenthealthcare programs, the

Health Insurance Premium Assistance Program (Premium Assistance) and the Health Options Program
(HOP) for its retirees. The System is a governmental slogting, multipleemployer defined benefit
pension plan that provides retirement benefits to public school employees of the Commonwealth of
Pennsylvania (@mmonwealth). The members eligible to participate in the System include dlhfell

public school employees, paite hourly public school employees who render at least 500 hours of service

in the school year and pditne per diem public school empl@®&who render at least 80 days of service

in the school year in any of the reporting entities in Pennsylvania. The HOP is a PSERS sponsored voluntary
health insurance program for the sole benefit of PSERS retirees, spouses of retirees and survivds annuitan
and their dependents who participate in HOP. The HOP is funded exclusively by the premiums paid by its
participants for the benefit coverage they elect.

The control and management of the System, including the investment of its assets is vested in the Board of
TUXVWHHY %RDUG 7KH &RPPRQZHDOWKYfV *HQHUDO $VVHPEO\ KD
the System by passing bills in the Senate andsd of Representatives and sending them to the Governor

for approval.

Plan Description and Benefits Provideldealth Insurance Premium Assistance Program

The System provides Premium Assistance which, is a governmental cost sharing, emalpipiger other
postemploymenbenefit plan (OPEB) for all eligible retirees who qualify and elect to participate. Employer
contribution rates for Premium Assistance are established to provide reserves in the Health Insurance
Account that are sufficient for the payment of Premium Aaste benefits for each succeeding year.

Effective January 1, 2008nder the provisions of Act 9 of 2001, participating eligible retiszesntitled

to receive premium assistance payments equal to the lesser of $100 per month or-tifgiocket

monthly health insurance premium. To receive premium assistance, eligible retirees must obtain their health
insurance through either their sdcR®® HPSOR\HU RU WKH 36(567 +HDOWK 2SWLRQ\
202Q there were no assumed future benefit increases to participating eligible retirees.

Premium Assistance Eligibility Criteria

Retirees of the System can participate in the Premium Assistance program if they satisfy the following
criteria:

Have 24 Y2 or more years of service, or

Are a disability retiree, or

Have 15 or more years of service and retired after reaching superannuation age, and
Participate in the HOP or employsponsored health insurance program

+H +H+ H+ +H
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Note 13.  Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Employer Contributions

TheD L V WsddnfFaat$ally required contribution rate for the fisgaarended June 302021, was 0.8%

of covered payroll, actuarially determined as an amount that, when combined with employee contributions,
is expected to finance the costs of benefits earned by employees during the year, with an additional amount
to finance any unfunded accrued liabili§ontributions to the OPEB plan from the District w$289,309

for theyearended June 3QR021.

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB

At June 302021, the District reported a liability &#4,490,000for its proportionate share of the net OPEB

liability. The net OPEB liability was measured as of June2B2Q and the total OPEB liability used to
FDOFXODWH WKH QHW 23(% OLDELOLW\ ZDV GHWHUPLQHG E\ UROO|
June 302019to June 302020 7KH 'LVWULFWTV SURSRUWLRQ RI WKH QHW 23(%
WKH HP SO Réa tefiovteR c@¥ered payroll as it relates to the totayeaereported covered payroll.

At June 302020 WKH 'LVWULFW 1207 &pgeepfvhidlV Wwas @ledr&a8ef .0001 percenfrom

its proportion measured as of June 3019

For theyearended June 302021, the District recognized OPEB expense 253,100 At June 302021,

the District reported deferred outflows of resources and deferred inflows of resources related to OPEB from
the following sources:
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Note 13.  Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
(Continued)

$240,000reported as deferred outflows of resources related to OPEB resulting from District contributions
subsequent to the measurement date will be recognized as a reduction o&XRERBeability in theyear

endng June 302021 Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:

Actuarial Assumptions

The Total OPEB Liability as of June 320 ZzDV GHWHUPLQHG E\ UROOLQJ IRUZDUG V
Liability as of June 302019to June 30202Q using the following actuarial assumptions, applied to all
periods included in the measurement:

T Actuarial cost methodEntry Age Normat level % of pay.

T Investment return2.79% - S&P 20 Year Municipal Bond Rate.

1t Salary growth Effective average of 5.00%, comprised of inflation of 2.75% and 2.25% for real

wage growth and for merit or seniority increases.

Premium Assistance reimbursement is capped at $1,200 per year.

Assumed Healthcare cost trends were applied to retirees with less than $1,200 in premium

assistance per year.

T Mortality rates were based on the-R®14 Mortality Tables for Males and Females, adjusted to
UHIOHFW 36(56 H[SHULHQFH DQG SURMHFWZERDE MytallyJ D PRGL
Improvement Scale.

1 Participation rate:

T Eligible retirees will elect to participate Pre age 65 at 50%
T Eligible retirees will elect to participate Post age 65 at 70%

+H +H

The actuarial assumptions used in the June€2@09valuation were based on the results of an actuarial
experience study that was performed for the-figar period ending June 30, 2015.
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Note 13.  Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Actuarial Assumptions (Continued)

The following assumptions were used to determine the contribution rate:

T The results of the actuarial valuation as of June2B@8 determined the employer contribution

rate for fiscal yea202Q
¥ Cost Method: Amount necessary to assure solvency of Premium Assistance through the third fiscal
year after the valuation date.
Asset valuation method: Market Value.
Participation rate: 63% of eligible retirees are assumed to elect premium assistance.
Mortality rates and retirement ages were based on th20RE@ Combined Healthy Annuitant
Tables with age set back 3 for both males and females for healthy annuitants and for dependent
beneficiaries. For disabled annuitants, theZRP0 Combined Disabled Bkes with age set back 7
years for males and 3 years for females for disabled annuitants. (A unisex table based en the RP
2000 Combined Healthy Annuitant Tables with age set back 3 years for both genders assuming the
population consists of 25% males and/females is used to determine actuarial equivalent
benefits.)

+H +H +H

Investments

Investments consist primarily shorttermassets designed to protect the principal of the plan assets. The
expected rate of return on OPEB plan investments was determined using the OPEB asset allocation policy
and best estimates of geometric real rates of return for each asset class.

7KH 23(% SODQYV SROLF\ LQ UHJDUG WR WKH DOORFDWLRQ RI LC
amended by the Board. Under the program, as defined in the retirement code employer contribution rates

for Premium Assistance are established to providerves in the Health Insurance Account that are
sufficient for the payment of Premium Assistance benefits for each succeeding year.

7KH DERYH zZDV WKH %RDUGYY DGRSWHG DVVHW DOORFDWLRQ SR
return for each major asset class of June26RQ0
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Note 13.  Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Discount Rate

The discount rate used to measure the Total OPEB Liability2véss 8QGHU WKH SODQTV IXQGL
contributions are structured fahortterm funding of Premium Assistance. The funding policy sets
contribution rates necessary to assure solvency of Premium Assistance through the third fiscal year after

the actuarial valuation date. The Premium Assistance account is funded to establish reaeraes t

sufficient for the payment of Premium Assistance benefits for each succeeding year. Dishootthem

IXQGLQJ SROLF\ WKH 23(% SODQTV ILGXFLDU\ QHW SRVLWLRQ ZDV
future benefit payments, therefore the plan is considefpdysasyou-go” plan. A discount rate &.66%

which represents the S&P 20 year Municipal Bond Rate at Jun202Q, was applied to all projected

benefit payments to measure the total OPEB liability.

Change in Actuarial Assumptions

The discount rate used to measure the total OPEB liab#ityeasefrom 2.796 as of June 3®019 to
2.66% as of June 32020

6HOQVLWLYLW\ RI WKH 'LVWULFWY{V 3URSRUWLRQDWH 6KDUH RI WKH

7KH IROORZLQJ SUHVHQWY WKH 'LVWULFWTV SURSRUWLRQDWH VK
discount rate 0266 DV ZHOO DV ZKDW WKH 'LVWULFW{V SURSRUWLRQDW
be if it were calculated using a discount rate thahi&spercentaggoint lower (L.66%) oronepercentage

point higher 8.66%) than the current discount rate:
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Note 13.  Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

6HOVLWLYLW\ RI WKH 'LVWULFWYYV 3URSRUWLRODWH 6KDUH RI WK
Cost Trend Rates

7KH IROORZLQJ SUHVHQWYV WKH 'LVWULFWYfV SURSRUWLRQDWH VK
'LVWULFWYV SURSRUWLRQDWH VKDUH RI WKH QHW 23(% OLDELOLW!'
trend rates (between 5% to 7.75%) thataare percentaggooint lower oronepercentaggoint higher than

the current healthcare cost trend rates:

OPEB Plan Fiduciary Net Position

'"HWDLOHG LQIRUPDWLRQ DERXW 36(567T ILGXFLDU\ QHW SRVLWLRQ
JLOQDQFLDO 5HSRUW ZKLFK FDQ EH MRWQLrsHQIW KH 6\VWHPTV ZHEVL'

Plan Payables
At June 302021, the District has payables to the OPEB plant,674

Note 14. Commitments

Lease Buyout Commitments

On November 1, 2015he Districtterminated its Master Lease Agreement (including all amendments)

dated April 17, 2001with Room One Corporation (ROC)The Districtpaid a termination price in the
DPRXQW RI WR 52& WR DVVXPH DOO 52&TV ULJKWV GXWLH)
and all subleasand subsubleasesThe termination price of $1,629,00@&s fully amortizeds of Jun&0,

2018.

Future payments to ROC will be dependent upoLéase Agreement with the Milton S. Hershey Medical
Center Hershey Leage TheHershey Leaseequiresthe Districtto pay to ROC one half of the Base Rent
described in the Hershey Lease until October 31, 202fese financial statements have reflected these
payments to ROC as reduced rental income in the Granada Project Fund.

Note 15. Act 93 Employee Annuity

The District provides all Act 93 employees with a tax sheltered annuity. The District provides a $0.50
contribution to each $1.00 of employee contribution, up to a maximum District contribution of $2,500. The
District contributed $7,600to the plan for the year endddne 30, 2021
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Note 16. Risk Management

The policy of the District is to not purchase health and vision insurance for the risks of losses to which it is
H[SRVHG ,QVWHDG WKH 'LVWULFWYV PDQDJHPHQW SROLF\ LV W
internally. The District pays all clainfsr risk of loss which the District is exposed, including medical,

dental, drug and vision claims, which are administered by third parties. The District has purchased stop

loss insurance from commercial insurers that will reimburse the District for D®@#b medical claims

over $170,000 per year per participant with exceptions. The District will also receive a stop loss
reimbursemendf 100% for all medical claims which exce®®,846,471in the aggregate for the year.

Liabilities are reported when it is probable that a lossdtasirred,and the amount of that loss can be
reasonably estimated. Liabilities include an amount for claims that have been incurred but not reported.
Because of delays between thadia claim isncurred,and it is reported tthe Districtfor payment, the

estimated liability does not necessarily result in an exact amount. A coetdiatbility has been included

in accrued salaries and benetitshe General Fund for claims reported butpeitd byJune 30, 202, plus

accrued teachers summer benefits, which both amo®32®,313. 7KH FXUUHQW \HDUYfV DVVHW
loss reimbursements in excess of incurred but not reported claim amounts-enge@hanges irthe

District{V F O D L P YasSetdambunOftr\iheyearended June 30, 202were:

The District continues to carry commercial insurance for all other risks of loss, including workers
compensation, liability and property and casualty insurance. Settled claims resulting from these risks have
not exceeded commercial insurance coverage in any obsteatpee fiscal years.

COVID-19 Pandemic

5HFHQW GHYHORSPHQWY DULVLQJ IURP WKH FRURQDYLUXYVY SDQGHI
and global impacts have impacted the operations and finances of school districts. Changes in service
approach, labor and personnel changes, facilitsicgs, contracted service disruptions, personal protective
equipment purchases, and technological equipment acquisitions have affected all school districts. Unstable
FRQGLWLRQV HQKDQFH VFKRRO GLVWULFW({V ULVWnU&3HRFWMRUV DV
taxpayers and governmental agencies to fund their operations. These factors impact revenue recognition,
cash flows and liquidity, and contingencies. Presently, the ultimate, effects of this crisis on financial
position, results of operationsdicash flows are indeterminable because the duration of the crisis is also
indeterminable; however, management continues to monitor developments.
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Note 17. Contingent Liabilities

The District is subject to real estate tax assessment appeals on an ongoing basis. If tax appeals are
successful, the result is a loss of tax revenue to the District. It is anticipated that any material loss of tax
revenue on individual tax appeals Wik offset with additional revenues from other properties or other
sources of revenue and would not create a financial hardship to the District.

The District is involved in various lawsuits in the normal course of operations. Management cannot predict

the outcome of the lawsuits or estimate the amount of any loss that may result. Accordingly, no provision

for any contingent liabilities that magsult have been made in the financial statements. Management
EHOLHYHYVY WKDW ORVVHV UHVXOWLQJ IURP WKHVH PDWWHUV LI D
liability insurance policy and would not have a material effect on the financiéioposf the District.

The District participates in numerous State and Federal grant programs, which are governed by various
rules and regulations of the grantor agencies. Costs charged to the respective grant programs are subject to
audit and adjustment by the grantor agenceherefore, to the extent that the District has not complied with

the rules and regulations governing the grants, refunds of any money received may be required and the
collectability of any related receivable Atne 30, 20, may be impaired. In the agon of the District,

there are no significant contingent liabilities relating to compliance with the rules and regulations governing
the respective grants; therefore, no provision has been recorded in the accompanying combined financial
statements for siccontingencies.

Note 18. Subsequent Events

Gymnasium Facility Joint Management Agreement Termination

On July 26, 2021, the District entered into an agreementatiy Townshipto terminate the existing

agreement surrounding the ToWKLSTV PDQDJHPHQW DQG XVH RI WKH J\PQDVL,
Milton S. Hershey Middle School Complex that is owned by the District. Termination of the agreement
resulted ina total payment of $23,426 to be paid by the Township to the District for the remaining of the
outstanding note receivable of $210,043 that was established as part of the original agreement less
$186617, which was the amount the Distrawwedthe Townshipand its police departmefr use of a

School Resource Officer.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of School Directors
Derry TownshipSchool District
Hershey Pennsylvania

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contain@dvarnment Auditing Standards

issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the businedygpe activities, each major fund and the aggregate remaining fund information of

Derry TownshipSchool District, as of and for theearended June 30, 2021and the related notes to the

financial statements, which collectively compriBerry Township 6FKRRO 'LVWULFWY{V EDVLEF
statements, and have issued our report thereon Datezmber 142021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considersad TownshipSchool

District's internal control over financial reporting (internal control) to determine the audit procedures that

are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,

but not for the purpose okpressing an opinion on the effectivenes®efry Township6 FKRRO 'LVWULFW
internal control. Accordingly, we do not express an opinion on the effectiven@esrgfTownshipSchool
'"LVWULFWIV LQWHUQDO FRQWURO

A deficiency in internal contraxists when the design or operation of a control does not allow management

or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basisnraterial weaknesis a deficiency, or a combination of deficiencies, in
LQWHUQDO FRQWURO VXFK WKDW WKHUH LV D UHDVRQDEOH SRV
financial statements will not berevented odetected and corrected on a timélgsis. Asignificant

deficiencyis a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Gitrese limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.



Compliance and Other Matters

As part of obtaining reasonable assurance about whé&®&ey TownshipSchool District's financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effecton the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do as$ expr
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported und@overnment Auditing Standards

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
DQG WKH UHVXOWYV RI WKDW WHVWLQJ DQG QRW WR SURYLGH DQ
control or on compliance. This repdd an integral part of an audit performed in accordance with
Government Auditing StandardsQ FRQVLGHULQJ WKH HQWLW\fY LOQWHUQDO FRC
this communication is not suitable for any other purpose.

Camp Hill, Pennsylvania
December 142021
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH
MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL OVER
COMPLIANCE AS REQUIRED BY THE UNIFORM GUIDANCE

Board of School Directors
Derry TownshipSchool District
Hershey Pennsylvania

Report on Compliance for Each Major Federal Program

We have audite®erry Township6 FKRRO 'LVWULFWYYV FRPSOLDQFH ZLWK WKH W\!
described in th©MB Compliance Supplemehft could have a direct and material effect on eatleafy

Township6 FKRRO 'LVWULFW{Y{V PDMR Yeatt@it JuDO305 RORIDENY A dwvridRip W K H
6FKRRO 'LVWBHEWYD ® BMRUUDPY DUH LGHQWLILHG LQ WKH VXPPDL
accompanying schedule of findings and questioned costs.

0D Q D J H P ReQpaiiwgility

Management is responsible for compliance Witlderal statutes, regulations and the terms and conditions
of its Federal awards applicable to Federal programs.

$ X G L WRBSdhWibility

Our responsibility is to express an opinion on compliance for eableiwy Township6 FKRRO 'LVWULFW
major Federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to fimhacidits contained iBovernment Auditing Standards

issued by the Comptroller General of the United Stdtes;audit requirements of Title 2 &.Code of

Federal RegulationsPart 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awar(idniform Guidance)Those standards and the Uniform Guidance require

that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effe¢bon a ma
federal program occurred. An audit includes examining, on a test basis, evidencBeaippltowrship

6FKRRO 'LVWULFWTV FRPSOLDQFH ZLWK WKRVH UHTXLUHPHQWYV |
considered necessary in the circumstances.

We believe our audit provides a reasonable basis for our opinion on compliance for eadhechjal
program. However, our audit does not provide a legal determinatiberof Township6 FKRRO 'LVWULFW
compliance.



Opinion on Each Major Federal Program

In our opinion, Derry Township School District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its major
Federal programs for theearended June 30, 2021

Report on Internal Control Over Compliance

Management oberry TownshipSchool District is responsible for establishing and maintaining effective

internal control over compliance with the types of compliance requirements referred to above. In planning

and performing our audit of compliance, we considé&edy Township6 FKRRO 'LVWULFWITV LQWH
over compliance with the types of requirements that could have a direct and material effect on each major
Federal program to determine the auditing procedures that are appropriate in the circsnistatinee

purpose of expressing an opinion on compliance for each faji@ral program and to test and report on

internal control over compliance in accordance with Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opion on the effectiveness dberry Township 6FKRRO 'LVWULFWY{V LQWHUQL
compliance.

A deficiency in internal control over complianegists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requireanent of
federal program on a timely basisnfaterial weakness in internal control over compliaisca deficiency,

or combination of deficiencies, in internal control over compliance, such that there is a béasona
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basignificant deficiency in internal control

over compliancés a deficiency, or a combination of deficiencies, in internal control over compliance with

a type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough tét@ention by those elrged with governance.

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

The purpose of this report on internal control over compliance is solely to describe the scope of our testing

of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this reportn®t suitable for any other purpose.

Camp Hill, Pennsylvania
December 142021
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DERRY TOWNSHIP SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
Year ended 2021

Section I-- Summary of Auditor's Results

Financial Statements
Type of auditor's report issued: Unmodified

Internal control over financial reporting:

" Material weakness (es) identified? Yes _X No
" Significant deficiency (ies) identified that is not
considered to be a material weakness (es)? Yes _X None Reported

Noncompliance material to financial statements
noted? Yes _X No

Federal Awards

Internal control over major programs:

" Material weakness (es) identified? Yes _X No
" Significant deficiency (ies) identified that is not
considered to be a material weakness (es)? Yes _ X None Reported

Type of auditor's report issued on compliance for the major programs: Unmodified
" Any audit findings disclosed that are

required to be reported in accordance
with Section 2 CFR 200.516(a)3? Yes _X No
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DERRY TOWNSHIP SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
Year ended June 30, 2021

Identification of the major programs:

CFDA Number(s) Name of Federal Programs/Cluster
Child Nutrition Cluster
10.553 School Breakfast Program
10.555 National School Lunch Program

Dollar threshold used to distinguish between
type A and type B programs $750,000

Auditee qualified as lowisk auditee? X Yes__ No

Section Il -- Financial Statement Findings

A. Significant Deficiency(ies) in Internal Control
There were no findings relating to the financial statement audit required to be reported.
B. Compliance Findings

There were no compliance findings relating to the financial statement audit required to be reported.

Section Il -- Federal Award Findings and Questioned Costs

A. Significant Deficiency(ies) in Internal Control

There were no findings relating to the Federal awards as required to be reported in accordance with
section 2 CFR 200.516(a) of the Uniform Guidance.

B. Compliance Findings

There were no findings relating to the Federal awards as required to be reported in accordance with
section 2 CFR 200.516(a) of the Uniform Guidance.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1. Basis of Presentation

The accompanying schedule of expenditureBeaferal awards includes thederal award activity of the
'LVWULFWTV XQ G HEdegsdUdvvethinénvfortheavarknded June 30, 201 The information in

this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations
Part 200,Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards 8QLIRUP *XLGDQFH %HFDXVH WKH 6FKHGXOH SUHVHQWV R(
operations, it is not intended to and does not present the financial position, changes in net assets, or cash
flows of the District

Note 2.  Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guigahegein certain types of
expenditures are not allowable or are limited as to reimbursement. Revenue is recognized when earned,
and expenses are recognized when incurred. Negative amounts shown on the Schedule represent
adjustments or credits made in th@mal course of business to amounts reported as expenditures in prior
years. Pasthrough entity identifying numbers are presented where available. The District has not elected

to use the 1% de Minimis indirect cost rate as allowed under the Uniform Guidance.

Note 3.  Access Program

The ACCESS Program is a medical assistance program that reimburses local education agencies for direct,
eligible healthrelated services provided to enrolled special needs students. ACCESS reimbursements are
federal monies but are classified as-feesewnice revenues and are not considered federal financial
assistance and are not included on the Schedule. The amount of ACCESS funding expended, but not
included on the Schedule, for thearended June 30, 2021was $378,487
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DERRY TOWNSHIP SCHOOL DISTRICT
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11'(3(1'(17 $8',72516 5(3257

Board ofSchoolDirectors
Derry TownshipSchool District
Hershey Pennsylvania

Report onthe Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the btygresstivities, each

major fund and the aggregate remaining fund informatigheerry Township School Distri¢District)

as of and for theyear ended June 30, 2022and the related notes to the financial statements, which
collectively compris¢he DistrictfV EDVLF ILQDQFLDO VWDHMéMPLHQOQWY DV OLVWHG |

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the biygireeastivities, each

major fund, and the aggregate remainingd information of theDistrict, as of June 30, 2022, and the
respective changes in financial position, and where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United StatesrimaAme

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contain€dviarnment Auditing
Standardsissued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independetiiedDistrict and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of Matter

As disclosed in Note 1 to the financial statements, the District adopted the provisions of Governmental
$FFRXQWLQJ 6WDQGDUGV %RDU Qeasesas @ Julyc]W2D2AV. KDBrHb@Ien ismot
modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation and maintenance of internalcbrlevant to the preparation and fair presentation

of financial statements that are free from material misstatement, whether due to fraud or error.



In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the District's ability to continue as a
going concern for twelve months beyotite financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinions. Reasonable assurance isgh kevel of assurance but is not absolute assurance and therefore is

not a guarantee that an audit conducted in accordance with GAASoaednment Auditing
Standardswill always detect a material misstatement when it exists. The risk of not detectiagp@al
misstatement resulting from fraud is higher than for one resulting &oor, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they wouldflnence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS &ualvernment Auditing Standardse
x exercise professional judgment and maintain professional skeptiuisughout the audit.

x identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regardimgahets and disclosures
in the financial statements.

x obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of tBastrict's internal control. Accordingly, no such opinion
is expressed.

x evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

x conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt aboutDikgrict's ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings and certain internal celatea matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United i$tdt RI $PHULFD UHTXLUH WKDW W}
Discussion and Aalysisand the required supplementary information as listed i€tmtentse presented

to supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required Gp#eenmental Accounting Standayds

Board who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited procedures
to the required supplementary infeation in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management'sisesgo our inquiries,

the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provedus with sufficient evidence to express an opinion or provide any assurance.

2



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise théistrict's basic financial statements. The supplementary information as listed in the Contents
andSchedule of Expenditures of Federal Awaadsrequired byfitle 2 U.S.Code of Federal Regulations

Part 200 Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal
Awardsare presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other recomded to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the UnitedeStaif America. In our opinion, the supplementary
information as listed in the Contents and Schedule of Expenditures of Federal Awards are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance witlsovernment Auditing Standardse have also issued our report dafedruary 10

2023, on our consideration of tHeistrict's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testingrafilrtontrol over financial
reporting and compliance and the results of that testing, and not to provide @m opithe effectiveness

of theDistrict's internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance w@&lovernment Auditing Standarda consideringDistrict's internal

control over financial reporting and compliance.

Camp Hill, Pennsylvania
February 102023



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year Ended June 302022

The Management Discussion and Analy§idD&A) provides an overall review and insight intbe

DistrictfV ILQDQFLDO DFWLYLWL HWnd BOJ20220H202L.VTRI® MD&A Subhviari €3G H G
WKH GLVWULFWITV ILQDQFLDO SHUIRUPDQFH DV D ZKROH 7KHUHIR!
VWDWHPHQWY LQFOXGLQJ WKH 1RWHV WR )LQDQFLDO 6WDWHPHQ
letter, toenh® FH WKHLU XQGHUVWDQGLQJ RI WKH GLVWULFWYV ILQDQFL

Background

The Management Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) StateienB4. Certain condensed comparative
analyses of financial statements have been presented in these statements.

PreGASB No. 34 standards required use of the modified accrual system of accounting for revenues (no
receivables/accruals beyond 60 days). In addition;G&E8B No. 34 standards also did not record
depreciation expense on capialsets andid not require reporting of net assets of various funds. GASB
No. 34 now requires full accrual of revenue and calculating depreciation on capital assets.

Financial Highlights

In accordance with GASB Statement No. 54, the District has recorded as a Permanent Fund the fair market
value of assets held in trust by Fulton Financial Advisors under a bequest made by Milton S. Hershey. As

of 2022 and 2021, the value of this fund was $88,495 and $54,012,098, respectively. The fund balance

LV FODVVLILHG DV 31RQVSHQGDEOH" GXH WR WKH UHVWULFWLYH Q
only.

Also in accordance with GASB 54, the Board of School Directors adopted Policy 620, Fund Balance. This
policy classifies the General Fund Balance based on the relative strength of constraints that control the
purposes for which specific amounts can be spEfiective June 30, 201find balances are now reported

in the following classifications:

Nonspendable Amounts that cannot be spent because they are in a nonspendable form (such as
inventory and notes receivable).

Restricted Amounts limited by external parties (grants or donations).
Committed Amounts limited by Board policy (future anticipated costs).
Assigned Amounts intended for a particular purpose

Unassigned Amounts available for consumption or not restricted in any manner.

Board Poliy 625 and 625.1limit amounts that may be accumulated in the General Fund. Policy 625,
Maintenance of Fund Balance, provides that the District shall maintain an unassigned General Fund Balance

of not lessthan 3% of expenditures, and not more than the amount allowed by the Commonwealth of
Pennsylvania, currently 8% of budgeted expenditures. Policy 625.1 established a Capital Reserve Fund to
VXSSRUW WKH 'LVWULFW{V DSSURY H Gwiéidh 8:1hd¥ iD éxced3 bfhe&/&muniQ FH * U |
determined under Policy 625 is transferred. In accordance with these policies, no unbudgeted transfer
occurred as of June 30, 2022, or as of June 30, 2021.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year Ended June 302022

The accompanying Fund Balance Review, on page 5, summarizes General Fund activity for the current and
prior year. Total Fund Balance increased by $2,921,308 and decreased $1,225,937 for the years ended June
30, 2022 and 2021, respectively, after transfeexcordance with Policy 625 noted above.

The District has committed a portion of the General Fund Balance for future state retirement costs, for the
'LV WU L Fnaufed nvedicall plan and for future capital plans. The committed portion of the General Fund
Balance for future retirement costs ah®R U W KH 'L ‘islwéedrrinedisal plahQd $2,100,000 and
$500,000, for year ended June 30, 2022, respectively and $2,384,692 and $500,000 for year ended June 30,
2021, respectively. The committed portion of the General Fund Balance for futuad papis for the

year ended June 30, 2022 is $3,000,000.

20212022 revenues from all sources, local, state, federal and other exceeded budgeted revenues by
$3,995,476, or about 5.95%. Although it was unknown how the C&Npandemic would affect the
20212022 school year, the local Derry Township economy retbedimmore quickly than had been
anticipated. The most significant increase was in local revenues which surpassed the budgeted revenues
by more than $2.9 million. Collections of current Real Estate Taxes, Earned Income Taxes, Transfer Tax
and Amusement Tas were the most significant revenues collected greater than budget.

2021-2022 actual expenditures exceeded budgeted expenditures by $1,959,367. Actual expenditures were
greater than budgeted due to the unknown expenses needed to educate students following tHEOCOVID
Pandemic in order to support the return tparson larning. Expenses in Plant Operations & Maintenance
exceeded budget by more than $900 thousand. These expenses were necessary to provide necessary PPE
for staff and student safety, as well as the need to address normal building repairs and maintehadce that

been delayed due to the Pandemic.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021

Annual Financial Report

The governmental statements consist of the Statement of Net Assets and the Statement of Activities. These
governmental statements combine governmental activities with busypesactivities. The governmental
DFWLYLWLHV LQFOXGH dgrary &id Renatikng suiclyad iostractiof, \sufpdrRservices, plant
operation and maintenance, pupil transportation and extracurricular activities. The business activities
include services provided on a charge basis to recover the expenses of the sevided.prhe food

service enterprise fund is reported as a busityggsactivity.

The Statement of Net Assets is a governméitGH VWDWHPHQW WKDW VXPPDUL]HV W
liabilities in their entirety. It includes capital assets, net of a provision for accumulated depreciation, as
well as longterm debt (mainly bonds payahl

The Statement of Activities is a governmavtle statement that summarizes expenditures among the eight
ODUJHVW IXQFWLRQV DV ZHQQaladst led3 BlbsiBiesRrévebueg generadad by Re/ W
activity, unrestricted grants and contributions by other organizations). It includes depreciation expense not
previously recorded, and interest expense previously reported only in the debt service Thmd.
Governmental Funds Balance Sheet includes only assets expected to be used or consumed, and liabilities
which will be due during the next year. Neither capital assets noitédomgdebt are included. Note 1B to

the Financial Statements explains fimancial statements presentation in detail.

Fund Financial Statements

The Fund Statements present financial information in greater detail than the Ristetatements. Major
funds are reported in separate columns, whilemajor funds are aggregated and presented in a single
column.

*RYHUQPHQWDO )XQGVY DUH XVHG WR UHSRUW PRVW RI WKH 'LVWU
other assets to and from the funds, and the remaining fund balances at the end of the fiscal year, which are
available to be used in future periodheTgovernmental funds use the modified accrual method of
accounting that measures cash and assets that can be readily converted to cash. The governmental funds
provide a detailed shetVHUP YLHZ RI WKH 'LVWULFWTV RSHUDMNWmRaY DQG W
fund information helps the reader determine if there are greater or less financial resources that can be spent
LQ WKH QHDU IXWXUH WR ILQDQFH WKH 'LVWULFWY{V SURJUDPV 7K&t
activities reported inhie Statement of Net Assets and the Statement of Activities and governmental funds

is reconciled in the financial statements.

Proprietary Funds are used to report District activities that are similar to business operations in the private
VHFWRU 7KH )RRG 6HUYLFH )XQG DQG WKH *UDQDGD 3URMHFW
Proprietary funds use the accrual methodazbanting; therefore, proprietary fund reports will match, in

all essential respects, the businggse activities portion of the governmenide statements.

Permanent Funds are used to report resources that are legally restricted to the extent that only earnings, and
not principal, are used to support school programs. The District is a beneficiary under the will of Milton S.
Hershey and receives quarterlyanee distributions calculated annually at approximately 5% of the March

31st market value, in accordance with procedures established by the Pennsylvania Attorney General. The
distributions support the overall academic programs of the District.



DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021

Fiduciary Funds are those funds that District is the trustee, or fiduciaryDonations or bequests
designated for scholarships are the primary fiduciary funds. Donors specify how the funds may be used.
Since the funds may not be used for any other purpose, they are excluded frdbispticefunds because

the District is prohibited from using these fundsftoance any other activitieShe District's fiduciary
activities are reported in separate Statements of Fiduciary Net Position.

The analysis of theistricts major funds provides detailed information about the most significant
funds - not the District as a whole. Some funds are required by state statute, while other funds are
established by thBistrict to help manage money for particular purposes and compliance with various grant
provisions. TheDistrict's four types of fundsgovernmental, proprietary, permanent and fiduciary, use
different accounting approaches as further described in the notes to the financial statements.









District Budget

The DistrictfV EXGJHW LV SUHSDUHG LQ DFFRUGIlmage# Bn ZdcoMiting iQ Q VIO Y |
certain transactions based on cash receipts, disbursements and encumbrances. The most significant
budgeted fund is the General Fund. The budgeting system controls expenses by classifying expenses by
functional areas and by type ekpense. A summary otidget to actual results f@021-2022 is shown

in the review below:

As noted earlier, 2022022 actual revenues exceeded budgeted revenues by $3,995,476.

2021-2022 actual expenditures were more than budgeted expenditures by $1,959,367.
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DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021
Capital Assets

The scheduldelowreflects capital assets owned by District, net of accumulated depreciation. For comparative purposes, the schedule reflects both the
current and the preceding year.
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DERRY TOWNSHIP SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)
Year ended June 302021

Debt

The District did not issue any new debt during 2@P22, The District continues tmaintain a AAA credit
UDWLQJ DV LVVXHG E\ 6WDQGDUG 3RRUfV 7KLV UDWLQJ LV WKH
the District among only a handful of Pennsylvania districts with that rating.

Current Issues

2Q -XQH SHQQV\OYDQLDTV JRYHUQRU VLIJQHG $FW RI 6SHFL
is farreaching and complex and includes provisions for District property tax reduction funded through
gaming revenue, facilitates a tax reductiod @ossible tax shift though imposition of additional earned
LQFRPH WD[ RU SHUVRQDO LQFRPH WD[ UHTXLUHV YRWHU DSSURY
tax rate increases beyond a stzdiculated index and created a Local Tax Study Comamigsi submit a
recommendation to the Board regarding the tax shifting noted above. The Act also requires adoption of a
preliminary budget as much as six months earlier than in the past.

The District is required to make contributions to the Pennsylvania State Employees Retirement System
(PSERS) which covers substantially all employees. Although contribution rates were projected to increase,
the contribution rate for 2023024 is actually éing reduced compared to the current rate. The PSERS
Board of Trustees will continue to monitor the performance of the fund as it sets the rates going forward.
Historic rates have been as follows:

20132014 16.93%

20142015 21.40%

20152016 25.84%

20162017 30.03%

20172018 32.57%

20182019 33.43%

20192020 34.29%

20202021 34.51%

20212022 34.94%

20222023 35.26%

20232024 34.00%

The Commonwealth of Pennsylvania provides a subsidy fehalief the retirement contributions.

Contacting the District | Minancial Management

Our financial report is designed to provide our citizeéagpayers, parents, students, staff, investors and
FUHGLWRUY ZLWK D JHQHUDO RYHUYLHZ RI WKH "HUU\ 7TRZQVKLS 61
Rl 6FKRRO 'LUHFWRUVYT DFFRXQWDELOLW\ IRU WKH IXQ®V WKH 'L

requests for additional financial information should be directed to the Business Manager at Derry Township
School District, 30A East Granada Avenue, Hershey, PA 17033, (7172314
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies

Derry Township School Districttlfe District) operates a publischool system that encompassee
municipalityin DauphinCounty. The District operas oneslementary schopbne middle school and one

high school. The District operates under current standards prescribed by the Pennsylvania Department of
Education in accordance with the provisions of the School Laws of Pennsylvania. The governing body of
the District is compsed of a board of nine school directors who are each elected forgefmmuerm. The

daily operation and management of the District is carried out by the administrative staff of the District,
headed by the Superintendent of Schools who is appointed by the Board of School Directors. Funding for
the District is received from localCommonwealth and Federal sources and must comply with the
requirements of the various fundisgurce agencies.

The District assesses the taxpayers of these municipalities based upon taxing powers at its disposal. The
ability of the DistrictfV WD[SD\HUV WR SD\ WKHLU DVVHVVPHQWYV LV GHSHQ
affecting the taxpayers.

The financial statements of the District have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the auttivdt standargetting body for the
establishment of governmental accounting and financial reporting principles. The more significant of these
accounting policies are as follows:

A. Reporting Entity

In evaluating the District as a reporting entity, management has addressed all potential component units
ZKLFK PD\ RU PD\ QRW IDOO ZLWKLQ W K HhélckitgvidJusedifie/DIdtrigptD Q FL D O
to evaluate the possible inclusion of related entities within its reporting entity are financial accountability

and the nature and significance of the relationship. In determining financial accountability in a given case,
the Districtreviews the applicability of the following criteria:

The Districtis financially accountable for:

Organizations that make up the lefddtrict entity.

Legally separate organizations Diistrict officials appoint a voting majority of the organizations'
governing body anthe Districtis able to impose its will on the organization or if there is a potential
for the organization to provide specific financial benefits to, or impose specific financial burdens on,
the primary government.

Impose its will If the Districtcan significantly influence the programs, projects, or activities of, or the
level of services performed or provided by, the organization.

Financial benefit or burdetxists ifthe District(1) is entitled to the organization's resources or (2) is
legally obligated or has otherwise assumed the obligation to finance the deficits of, or provide support
to, the organization or (3) is obligated in some manner for the debt of the organization.

Organizations that are fiscally dependent on the District.

Fiscal dependency is established if the organization is unable to adopt its budget, levy taxes or set rates
or charges, or issue bonded debt without approval by the District.

Based on the foregoing criteria, the District has no component entities that need to be included in the
District's financial statements.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Sgnificant Accounting Policies(Continued)

A. Reporting Entity (Continued)

Joint Ventures The Districtis a partigpant in several joint ventures, each of which is a separate legal entity
that offers services tthe Districtand its residents. These entities serve multiple school districts and
municipalities and thereforeare not included in this reporting entity as a component unit. These entities
do not have taxing authority, but are required to adopt an annual budget, which is funded primarily by its
members and others that use its services.

Dauphin County Area Vocational Technical Schobhe District isone of severmemberschool districts

of the Dauphin County Technical School (DCTSJhe VoTech School provides vocatior@chnical

education to the catituents of all participating schooaistricts. Member school districts are responsible

for funding the major portion of the Ybech School's operating budget. ForykearendcedJune 30, 2022

Derry TownshipSchool District paid $62,400for its estimated share of the operating budget. Apé

30, 2022 the VoTech School's General Fund had total asset$3@57,698and total liabilities of

$2,832,425 As of June 30, 2022the VaTech School had property and equipment net of accumulated
depreciation of $2,609,540 andlong-termliabilities of $44,042,652 The VoTech6 FKRRO YV RXWVWDQ
balance on their Series of 2015 bond adunfe 30, 20223s $13,525,000

Derry Township Tax Collection Associatiohis Tax Association is a negurofit corporation created by

both Derry Township Sclud District and Derry Township to collect occupation privilege taxes and
amusement taxes and to assist the elected tax collector in the collection of all real estate and occupation
taxes and municipal street light assessmem&H $VVRFLDWLRQYTV H[SHQVHWeDUH VKD
District and Township During theyearended June 30, 2022he Districtpaid $.52,520for its estimated

share of the operatirexpenses As of December 32021 WKH 7D[ $VVRFLDW bh&i®@®BVv *HQHUL
assets of $31,5% and total liabilities of 8,521, resulting in a total fund balance o11,33l. As of

December 312021, the Tax Association had general fund fixed asset®f accumulated depreciation of

$5,700,

Capital Area Intermediate UnitThis Intermediate Unit provides support and services to students with
special needs that cannot be provided by district staff.

Harrisburg Area Community CollegeProvides higher education services. All Dauphin County Schools
provide support to reduce tuition for district residents who attend full time.

The most recent audited financial statements of these joint ventures are available for inspection at the
District's business office.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of dgnificant Accounting Policies (Gntinued)

B. Basis of Presentation

The District's basic financial statements consist of governmigl® statements, including@iatement of
Net Position and &tatement ofActivities andFund Financial Statements, which provide a more detailed
level of financial information.

Governmentwide Financial StatementsThe Statement ofNet Position and theStatement ofActivities

display information about the District as a whole. These statements include the financial activities of the
primary government, except for fiduciary funds. The statements distinguish between those activities of the
District that are governmentand those that are considered busifigge activities.

The Statement ofNet Position presents the financial condition of the governmental and budiyyess
activities ofthe Districtat year end The Statement ofActivities presents a comparison between direct
expenses and program revenues for each program or functios Dfstricts governmeratl activities and

for the businesgype activitiesof the District Direct expenses are those that are specifically associated
with a service, progranor departmeniand thereforeglearly identifiable to a particular function. Program
revenues include charges paid by the recipient of the goods or services offered by the program, grants and
contributions that are restrad to meeting the operational or capital requirements of a particular program
and interest earned on grants that is required to be used to support a particular program. Revenues which
are not classified as program revenues are presented as generalsetgreuBistrict with certain limited
exceptions. The comparison of direct expenses with program revenues identifies the extent to which each
business segment or governmental function isfsehcing or draws from the general revenueshef

District.

Fund Financial Statement®uring the yearthe Districtsegregates transactions related to ceiDésitrict
functions or activities in separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial inform#tieriDaftrictat this

more detailed level. The focus of governmental and enterprise fund financial statements is on major funds.
Each major fund is presented in a separate column.-niNgar funds are aggregat and presented in a

single column. Fiduciary funds are reported by type.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

C. Fund Accounting

The Districtuses funds to maintairsifinancial records during the year. A fund is defined as a fiscal and
accounting entity with aelf-balancingset of accounts. There are three categories of funds: governmental,
proprietary and fiduciary.

Governmental funds are those through which most governmental functitims Districtare financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which they
may or must be used. CurremdHilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance. Wing faléo

the Districts major governmental fundier theyearended June 30, 2022

The General &nd is the operating fund tie Districtand is used to acuoat for all inancid resources
except those required to be accounted for in another fund.

The Capital Projects Funds are made up of the Capital Reserve Fund as well as the Capital Projects
Fund.The Capital ReserveurRd was established by tB®ard in April 2008 to fund variouduture

school projects. The annual funding level shall be adjusted based on aabpavged Tapital
maintenance/growth plamand shall not exceed three yeafpmjected expenditureExpenditures are

limited to capital inprovements, replacement of argtigions to public works and improvementsr

deferred maintenance thereof, and for the purchase or the replacement of school buses, and for no other
purpose.The Capital Projects Fund was established by the Board in a6d9s used to account for

and report financial resources that are restricted to expenditures for the acquisition, construction, or
improvement of major capital facilities.

The Permanentund is a beneficial interest in a perpetual trust. The fundyalerestricted to the
extentthat only earnings, and not principal, are used for purposes that stgpbDistrictf V SURJUDPV

The Debt &rvice fund accounts for accumulation of resources for, and the payment-¢étondebt
principal, interest and related costs.

The Student Sponsored Activity Fund is set up in accordance with Section 511 of the PA School Code
for student sponsored school organizations and publications which do not meet the criteria to be
reported as custodial funds per GASB Statement N&id4ciary Activities.

Proprietary Runds focus on the determination of the changes iposition financial position and cash
flows. Proprietary funds are classified as enterprise or internal setlie®istricthas no internal service
funds.

Enterpise Runds are used to account for any activity for which a fee is charged to external users for goods
or services.The Districtreports the following enterprise funds:
The Food 8&rvice Fundaccounts for the financial transactions related to food service operations.

TheGranadaProject kind accounts for financiaansactionselated tdfacility rental operations
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

C. Fund Accounting (Continued)

Fiduciary Fund reporting focuses on net position and changes in net position. The fiduciary fund category
is split into four classifications: pension trfishds, investment trust funds, private purpose trust funds and
agency funds. Trust funds are used to account for assets held by the District under a trust agreement for
individuals, private organizations, or other governments and are, therefore, nablavail support the
District's own programs. The District's only trust faage private purpose trust funds whiebhcount for
scholarship programs for students.

D. Measurement Focus and Basis of Accounting

The governmenivide, proprietary and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is inedirregardless of the timing of related cash flows. Property

taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the providerdramest. Net

position (total asets plus deferred outflows of resourcdsss total liabilitiesless deferred inflows of
resourcepis used as a practical measure of economic resources and the operating statement includes all
transactions and events that increased or decreageaisitein Depreciation is charged as expense against
current operations and accumulated depreciation is reported Statbment oNet Position

The governmental fund financial statements are reported using the current financial rescasoesmeat

focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to @yillties of the current period. For this purpdbe,District

considers tax revenue to be available if collected within 60 days of the end sctHieériod. Revenue

from Federal,state and other grants designated for payment of specific School Déstpiehditures are
recognized when the related expenditures are incurred; accordingly, when such funds are received, they are
recorded as deferred revenues until earned. Expenditures generally are recorded when a liability is incurred,
as under accrual accounting. Howeveebt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies(Continued)

E. Budgets and Budgetary Accounting

An operating budget is adopted prior to the beginning of each year for the General Fund on a modified
accrual basis of accounting. The General Fund is the only fund for which a budget is legally required.

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

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

The Districtis required to publish notice by advertisement, at least once in two newspapers of general
circulation in the municipality in which it is located, and withBdays of final action, that the proposed
budget has been prepared and is available for public inspection at the administrative dffice of
District.

Notice that public hearings will be held on the proposed operating budget must be included in the
advertisement; such hearings are required to be scheduled a0ldags prior to when final action on
adoption is taken by the Board.

Legal budgetary control is maintained at the-fuiction/major object level. The Board may make
transfers of funds appropriated to any particular item of expenditure by legislative action in accordance
with the Pennsylvania School Code. Management mmend the budget at the stunction/subobject

level without Board approval. Appropriations lapse at the end of the fiscal period. Budgetary
information reflected in the financial statements is presented at or below the level of budgetary control
and indudes the effect of approved budget amendmerie Board madao supplemental budgetary
appropriations throughout the year

In order to preserve a portion of an appropriation for which an expenditure has been committed by a
purchase order, contract or other form of commitment, an encumbrance is recorded. Encumbrances
outstanding ayear endare reported in the fund financial statementa @smmittedfund balance

Included in the @neralFund budget are program budgets as prescribed b¥dHeraland state

agencies funding the progranThese budgets are approved on a program by program basis by the
Federalnd state funding agencies.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Bosition
Fund Balance

Cash and Cash Equivalents adindestments Cash includes all demand deposits, petty cash, savings,
money market accounts a@ertificates ofDeposit owned byhe District Investments include repurchase
agreements, investment trusts which mature at a future date, mutual funds and Unite@ir&iatey
Notes. Investments astated at faivalue. Accrued interest is reflected &gher receivableson the
balance sheet.

The Districtis authorized by Sec. 440.1 of the Public School Code of 1949, as amended, to invest in United
States Trasury Bills, shorterm obligations of the United States Government or its agencies and
instrumentalities, or in deposjte1 savings accounts or time deposits or share accounts of institutions
insured by the Federal Deposit Insurance Corpord&@iC) or the Federal Savings and Loan Insurance
Corporation(FSLIC) or the National Credit Union Share Insurance FIN@USIF), to the extent thatuch

accounts are so insured, and for any amounts above the insured maximums, provided that approved
collateral as required by provisions of Act No. 72 of the Commonwealth of Pennsylvania are pledged by
the depository.

For purposes of these financial statemetits, District considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents.

Interfund Balances On fund financial statements, receivables and payabkadting from shorterm
interfund loans are classified a3nterfund receivables/payable. These amounts are eliminated in the
governmental and businesge activities columns of th8tatement ofNet Position, except for the net
residual amounts due betwegovernmental and businegge activities, which are presented as internal
balances.

Inventory Onthegovernmenwide financial statements, inventories are presented at the lower of cost or
market on a firstn, first-out basis and are expensed when used.

On fund financial statements, inventories of governmental funds are based upon the latest invoice price,
which approximates cost while inventories of proprietary funds are stated at the lower of cost or market.
For all funds, cost is determined on a firstfirst-out basis. Inventory in governmental funds consists of
expendable supplies held for consumption. Inventories ajdtiernmental funds arehterprise fund are
expensed when used.

Prepaid ExpensesCertain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid itefftonsumption method) in both the governmerde and fund financial
statements.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

Capital Assets General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in the governmental funds. These assets
are reported in the governmental activities colushthe governmenwide Statement oNet Position but

are not reported in the fund financial statements. Capital assets utilized by the proprietary funds are reported
both in the businestype activities column of the governmenside Statenent of Net Position and in the
respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair market values as of the date
received. The Districtmaintains a capitalization threshold $8,000. The Districtdoes not possess any
infrastructure. Improvements are capitalized; the costs of normal maintenance and repairs that do not add
to the value of the asset or materially extend an asset's life are not.

All reported capital assets except land, land improvements and constingticrgress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets. Depreciation is
computed using the straiglime method over the following useful lives:

Governmental BusinessType
Activities Activities
Description Estimated Lives Estimated Lives
Buildings andmprovements 20-50 years N/A
Furniture and guipment 5-15 years 5-12 years
Vehicles 8-10years N/A

Deferred Outflows of Resource®ensiongnd Other PosEmployment Benefits The District recognizes
deferred outflows of resources, which represent a consumption agsetthat is applicable to a future
reporting period and so will not be recognized as an outflow of resources (expense) until thahgme.
District has identified these items in subsequent notes to the financial statements

Deferred Outflows of ResourcesDeferred Amounts onRefunding Debt The District recognizes the
difference between thre-acquisition price and the net carrying amount of the old debt as a deferred outflow
which is a component of interest expense over the remaining life of the old or new debt, whichever is
shorter.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

LongTerm Obligations In the governmentide financial statements, and proprietary fund typehén

fund financial statements, losigrm debt and other lorAigrm obligations are reported as liabilities in the
applicable governmental or businggpe activity columns in the statement of net position. Bond premiums

and discounts are deferred and amen over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs are
recognized as an expense in the period incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources while discounts on debt isses are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

Leases The District is a lessee for naancellable leases efjuipmentA lease liability and an intangible
ULJKW(WR(XVH OHDVH DVVHW LV UHFRJQL]JHG LQ WKH JRYHUQPHQV

At the commencement of a lease, the District initially measures the lease liability at the present value of
payments expected to be made during the lease term. Subsequently, the lease liability is reduced by the
principal portion of lease payments madee Téase asset is initially measured as the initial amount of the
lease liability, adjusted for lease payments made at or before the lease commencement date. Subsequently,
the lease asset is amortized on a strdigbtbasis over its useful life.

Key estimates and judgments related to leases include how the District determines (1) the discount rate it
uses to discount the expected lease payments to present value, (2) lease term and (3) lease payments. The
District uses the interest rate chargedhmy lessor as the discount rate. When the interest rate charged by

the lessor is not provided, the District generally uses its estimated incremental borrowing rate as the
discount rate for leases.

The lease term includes the noancellable period of the lease. Lease payments included in the
measurement of the lease liability are composed of fixed payments and purchase option price that the
District is reasonably certain to exercise.

The District monitors changes in circumstances that would require a remeasurement of its lease and will
remeasure the lease asset and liability if certain changes occur that are expected to significantly affect the
amount of the lease liability.

{HDVH DVVHWYV DUH UHSRUWHG ZLWK RWKHU FDSLWDO DVVHWYV DQ
the statement of net position.

Compensated AbsencesSick leave benefits are accrued as a liability using the termination method. An
accrual for earned sick leave is made to the extent that it is probable that benefits will result in termination
payments. The liability is an estimate based on the BidvifV SDVW H[SHULHQFH RI PDNL
payments. The compensated absence liability is reported on the govewidesfihancial statements.
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

Pensions Substantially all fultime and qualifying pastime employees of the District participate in a cost
sharing, multipleemployer defined benefit pension plan. For purposes of measuring the net pension
liability, deferred outflows of resources and deferred inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of the FUBIFKRRO (PSOR\HHVY 5HWLUHF
36(56 DQG DGGLWLRQV WR GHGXFWLRQV IURP 36 (5§ untheGXFLDU\
same basis as they are reported by PSERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Other PosEmployment BenefitsIn the governmenwide financial statements, the District recognizes the
costs and liabilities associated with pestployment benefits other than pension compensation. The
District participates in two plans, the first is a single employer plan aderi@isby the District. ThElan

provides retiree health, vision, dental care and prescription drug benefits for eligible, retired employees and
their qualified spouses/beneficiaries. The District estimates the cost of pgpthdse benefits through an
actuarial valuation.

The District also participates in a governmental cost sharing, mudipoyer other postmployment

benefit plan (OPEB) with PSERS for all eligible retirees who qualify and elect to participate. For purposes

of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of resources
related to OPB, and OPEB expense, information about the fiduciary net position of the Public School
(PSOR\HHVY 5SHWLUHPHQW 6\VWHP 36(56 DQG DGGLWLR®V WR GHG
have been determined on the same basis as they are reported by PSERS. For this purpose, benefit payments
are recognized when due and payable in accordance with the benefit terms. Investments are reported at fair
value.
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund Balance (Continued)

OtherPostEmployment BenefitéContinued)

7KH EDODQFH RI WKH 'LVWULFWYV 23(% OLDELOLWLHWVUDEBG8, UHODW
2022 are as follows:

Additional disclosures related to other pd$tP SOR\PHQW EHQHILWYV RI WKH 6FKRROYfV 6
PSERS Cost Sharing Plan can be found in subsequent notes to the financial statements
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund BalancéContinued)

Deferred Inflows of ResourcedJnearned RevenueJ he District recognizes property tax revenues when

they become available. Available includes those property taxes expected to be collected within 60 days
afteryear end Those property taxes expected to be collected beyond 60 daygeaftendare shown as
deferred revenue in the fund financial statements. Governmental funds also defer revenues in connection
with resources that have been received, but not yet earned.

Deferred Inflows of ResourcesPensionsaand Other PodgEmployment Benefits The District recognizes
deferred inflows of resources, which represent an acquisition afssetghat is applicable to a future
reporting period and so will not be recognized as an inflow of resources (revenue) until thafhene.
District has identified these items in subsequent notes to the financial statements

Governmentwide Net Position Net position represents the difference between assets, deferred outflows
RI UHVRXUFHY OLDELOLWLHY DQG GHIHU Updsgioh (3 confipdséd Rfithd HV R X U |
following:

Net Investment in Capital Asset€onsists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any borrowing used for the acquisition, construction or improvement of
these assets.

Restricted Represents amounts with external constraints placed on the use of these resources or
imposed through constitutional provisions or enabling legislation. Restricted net position for the
governmental activities is composed of the following:

There were no restrictions placed on net position for the budiygssctivities.

Unrestricted The difference between assets, deferred outflows of resources, liabilities and deferred
inflows of resources that are not reported in net investment in capital assets or as restricted net position.

:KHQ ERWK UHVWULFWHG DQG XQUHVWULFWHG UHVRXUFHYV DUH D
restricted resources first and then unrestricted resources as they are needed.
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Note 1.  Summary of Significant Accounting Policies (Continued)

F. Assets, Deferred Outflows &fesources, Liabilities, Deferred Inflows of Resources and Net Position
or Fund Balance (Continued)

Fund Balancesin the governmental fund financial statements, fund balances are classified as follows:

NonspendabteRepresents amounts that cannospent either because they are in nonspendable form
(such as inventory or prepaids) or because they are legally or contractually required to be maintained
intact (such as notes receivable or principal of a permanent fund).

Restricted Represents amounts with external constraints placed on the use of these resources (such as
grantors, bondholders and higher level of government) or imposed through constitutional provisions or
enabling legislation.

Committed Represents amounts that can only be used for specific purposes imposed by a formal action

Rl WKH 'LVWULFWYV KLIKHVW OHYHO RI GHFLVLRQ PDNLQJ DXWK
used for any other purpose unless the Board removes or ctltheggsecific use by taking the same

formal action that imposed the constraint originally.

Assigned Represents amounts the District intends to use for specific purposes as expressed by the
Board or an official delegated the authority. The Board has delegated the authority to assign fund
balances to the Business Manager. The District does not havenaowta that are assigned.

Unassigned Represents amounts that are available for any purpose, reported only in the General Fund.
In circumstances where an expenditure is to be made for a purpose for which amounts are available in
multiple fund balance classifications, the order in which resources will be expensed is as follows: restricted
fund balance, followed by committed fund d&ate, assigned fund balance and unassigned fund balance.

The 'LVWULFWYV SROLF\ peMed)pDan@al intdgeted bpkekatvg expenditures for the
next fiscal year as its maximum general fund unassigned fund balance.

The following schedule provides information about the specific fund balance classification by fund:
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Note 1.  Summary of Significant Accounting Policies (Continued)

G. New Accounting Pronouncements

The following list reflects only those pronouncements initially effective in the current or upcoming
UHSRUWLQJ SHULRGV ZKLFK EDVHG RQ RXU UHYLHZ PD\ EH DSSOL

Following are descriptions of significant pronouncements that were considered or initially selected during
the year ended June 30, 2022:

GASB issued Statement No. 8&asesLQFUHDVHYV WKH XVHIXOQHVYV RI JRYHUQPI
by requiring recognition of certain lease assets and liabilities for leases that previously were classified

as operating leases and recognized as inflows of resources or outflows of resasetk®b the

payment provisions of the contract. It establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. The
requirements of this Statement are effectiverémorting periods beginning after June 15, 2021, per

GASB No. 95, and earlier application is encouraged. The District has implemented this pronouncement

in the current year.

GASB Statement No. 8%ccounting for Interest Cost Incurred before the End of a Construction
Period, establishes accounting requirements for interest cost incurred before the end of a construction
period to enhance the relevance and comparability of information about capital assets and the cost of
borrowing for a reporting period and to simplify accangtfor interest cost incurred before the end of

a construction period.

GASB Statement No. 98 mnibus 2020enhances comparability in accounting and financial reporting
and improves consistency of authoritative literature by addressing practice issues that have been
identified during implementation and application of various GASB standards previously issued.

GASB Statement No. 9Replacement of Interbank Offered Rateldresses accounting and financial
reporting implications that result from the replacement of an IBOR.

GASB Statement No. 9T ertain Component Unit Criteria, and Accounting and Financial Reporting

for Internal Revenue Code Section 457 Deferred Compensation Plamsamendment of GASB
Statements No. 14 and No. 84, and a supersession of GASB Statemenp(Di@&2ases consistency

and comparability related to the reporting of fiduciary component units where a governing board does
not exist and the primary government performs the duties that a governing board typically would
perform; (2) mitigates costssociated with the reporting of certain defined contribution pension and
OPEB plans and other employee benefit plans as fiduciary component units and (3) enhances the
relevance, consistency, and comparability of the accounting and financial reportingteioral
Revenue Code (IRC) Section 457 deferred compensation plans that meet the definition of a pension
plan.
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Note 1.  Summary of Significant Accounting Policies (Continued)

G. New Accounting Pronouncements (Continued)

The following are descriptions of accounting pronouncements which will be considered for implementation
during subsequent fiscal years, with modified effective dates as established by GASB Statement No. 95:

GASB Statement No. 9T onduit Debt Obligationswill be effective for the District beginning with
its year ending June 30, 2023 (periods beginning after December 15, 2021). This Statement provides
a single method of reporting conduit debt obligations by issuers and eliminates diversity in practice.

GASB Statement No. 94Public-Private and PubliePublic Partnerships and Availability Payment
Arrangementswill be effective for the District beginning with its year ending June 30, 2023 (fiscal
periods beginning after June 15, 2022). This Statement improves financial reporting by addressing
issues related to publjgrivate and publigoublic partnerships.

GASB Statement No. 96SubscriptiorBased Information Technology ArrangementsThe

requirements for this Statement are effective for fiscal years beginning after June 15, 2022. This
Statement provides guidance on the accounting and financial reporting for subst@sioh

information technology arrangements (SBITAs) for govesntnend users (governments). This
Statement (1) defines a SBITA, (2) establishes that a SBITA results in-acrigee subscription asset

an intangible asset and a correspondgumgscription liability; (3) provides the capitalization criteria for

outlays other than subscription payments, including implementation costs of a SBITA and (4) requires

note disclosures regarding a SBITA. To the extent relevant, the standards for @B TRsed on the

standards established in Statement No.L&ases as amended. The District is currently evaluating

ZKDW HIIHFW LI DQ\ WKH DGRSWLRQ RI *$6% 1R ZLOO KDYH R

GASB Statement No. 9%mnibus 2022 will be effective in fiscal years between June 30, 2022 and
2024,depending on the topics addressed and their relation to other standards. This Statement enhances
comparability in accounting and financial reporting and improves the consistency of authoritative
literature by addressing (1) practice issues that have igeetified during implementation and
application of certain GASB Statements and (2) accounting and financial reporting for financial
guarantees.

GASB Statement No. 10@&ccounting Changes and Error Correctionan amendment of GASB
Statement No. 6vill be effective for fiscal years beginning after June 15, 2023. This Statement defines
accounting changes as changes in accounting principles, changes in accounting estimates, and changes
to or within the financial reporting entity and describes thestations or other events that constitute

those changes. As part of those descriptions, for (1) certain changes in accounting principles and (2)
certain changes in accounting estimates that result from a change in measurement methodology, a new
principle o methodology should be justified on the basis that it is preferable to the principle or
methodology used before the change. That preferability should be based on the qualitative
characteristics of financial reportinginderstandability, reliability, relevance, timeliness, consistency,

and comparability. This Statement also addresses corrections of errors in previously issued financial
statements.
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NOTES TO FINANCIAL STATEMENTS

Note 1.  Summary of Significant Accounting Policies (Continued)

G. New AccountingPronouncements (Continued)

GASB Statement No. 10Compensated Absencedll be effective for fiscal years beginning after
December 15, 2023. This Statement requires that liabilities for compensated absences be recognized
for (1) leave that has not been used and (2) leave that has been used but not yet paid in cash or settled
through noncash means. A liability should be recognized for leave that has not been used if (a) the leave
is attributable to services already rendered, (b) the leave accumulates, and (c) the leave islynore like
than not to be used for time off or otherwise paid in cash or settled through noncash means. It requires
that a liability for certain types of compensated absenicetuding parental leave, military leave, and

jury duty leave not be recognized until the leave commences. This Statement also establishes guidance
IRU PHDVXULQJ D OLDELOLW\ IRU OHDYH WKDW KDV QRW EHHQ X
the date of the financial statements. A liability for leave tizat been used but nggt paid or settled

should be measured at the amount of the cash payment or noncash settlement to be made. Certain salary
related payments that are directly and incrementally associated with payments for leave also should be
included in the measurement of the liabilities.

H. Other

Encumbrances Encumbrances atear endare reported in the fund financial statements as restricted or
committed fund balances since they do not constitute expenditures or liabilities but serve as authorization
for expenditures in the subsequent year.

Estimates The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Signifistimiates used in preparation of these financial
statements include depreciation, compensated absences, petatiethitems and other pesinployment

benefits. Accordingly, actual results could differ from those estimates.

Subsequent Events In preparing these financial statemeriise District has evaluated events and
transactions for potential recognition or disclosure thrdegiruary 102023, the date that the financial
statements were available to be issued.
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NOTES TO FINANCIAL STATEMENTS

Note 2. GASB Standard Implementation

The District implemented Governmental Accounting Standards Board Statement (GASB) Neasts

The Standard requires the inclusion of lease liabilities and underlying assets associated with the
nonfinancial, right to usassets resulting in a potential restatement of the governmeatstatement of

QHW SRVLWLRQ 7KH FKDQJH GLG QRW UHTXLUH D UHVWDWHPHQW

Note 3. Deposits and Investments

Under Section 440.1 of the Public School Code of 1949, as amended, the District is permitted to invest
funds consistent with sound business practices in the following types of investments:

¥ U.S. Treasury Bills
T Shortterm obligations of the U.S. Government or its agencies orstsimentalities
T Deposits in savings accounts or time deposits or share accounts of institutions insured by:
1. The Federal Deposit Insurance Corporation (FDIC), or
2. The Federal Savings and Loan Insurance Corporation (FSLIC), or
3. The National Credit Union Share Insurance Fund (NCUSIF) to the extent that such
accounts are so insured, and for any amounts above maximum insurable limits, provided
that approved collateral as provided by law shall be pledged by the depository
T Obligations of (a) the United States of America or its agencies or instrumentalities backed by the
full-faith and credit of the United States of America, and (b) the Commonwealth of Pennsylvania
or instrumentalities theredbacked by the fulfaith and credit of these political subdivisions
Tt Shares of investment companies whose investments are restricted to the above categories

The deposit and investment policy of the District adheres to state statutes and prudent business practices.

There were no deposit or investment transactions during the year that were in violation of either state
statutes or the policy of the District.
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Note 3.  Deposits and Investments (Continued)

Deposits:Custodial Credit Risk

&XVWRGLDO FUHGLW ULVN LV WKH ULVN WKDW LQ WKH HYHQW RI
UHWXUQHG WR LW $ VXPPDU\uRe 30, RO22a1e SMMALDEIMWTY GHSRVLWYV DW

Act 72 of 1971, as amended, is an act standardizing the procedures for pledges of assets to secure deposits
of public funds with banking institutions pursuant to other laws; establishing a standard rule for the types,
amounts and valuations of assets blgito be used as collateral for deposits of public funds; permitting

assets to be pledged against deposits on a pooled basis and authorizing the appointment of custodians to act
as the pledgers of the assets.

Investments

W LV WKH 'LVWULFWTTV LQY HVW hid@in&&@dnt-of cASR bRI&GWeés iA sgdh & WV U
way as to minimize neinvested balances and to maximize return on investments. The primary objectives
of investment activities, in priority order, shall be:

1. Legality- All investments shall be made in accordance with applicable laws of Pennsylvania.

2. Safety- Safety of principal shall be of highest priority. Preservation of capital in the portfolio of
investments shall be ensured through the mitigation of credit risk and interest rate risk.

3. Liquidity - Investments shall remain sufficiently liquid to meet all operating requirements that are
reasonably anticipated. A fiscal year operations anticipated cash flow shall be developed so that

investments can be made as early as possible, with itieturoncurrent with anticipated cash
demands.

4. Yield - Investments shall be made with the objective of attaining a mavieeage rate of return

throughout the budgetary and economic cycles, taking into account the investment risk constraints
and liquidity needs.

At June 30, 2022the District had no investments with maturities greater than 12 months within the
governmental funds.
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Note 3. Deposits and Investments (Continued)

Investments (Continued)

As of June 30, 2022he James L. Fillmore Scholarship Trust Fund (contained within the fiduciary fund
private purpose trust fund), to be used to provide scholarships for students to attend the University of
Cincinnati, had the following investments:

The District categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs avetgd prices in active markets for identical assets; Level 2 inputs are
significant other observable inputs; Level 3 inputs are significant unobservable inputs.

Common Stocks, Mutual Funds and Exchange Traded Filihddair value of common stocksd mutual
funds are based on closing market prices for the identical security as reported in active markets. These
investments are reported at fair value as Level 1 investments under GASB Statement No. 72.

Money Market FundsFixed income securities do not always trade on a daily basis so the fair values of
each security are dependent upon various pricing models that incorporate benchmark yields, interest rates,
credit risk, broketdealer quotes and other valuation procesEesse investments are reported at fair value

as a Level 2 investment under GASB Statement No. 72.
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Note 4.  Beneficial Interest in a Perpetual Trust

The District is named the beneficiary in a perpetual trust, which originated from a bequest by Milton S.
Hershey in 1946and is administered by Fulton Bank, NA. The perpetual trust is to pay income to the
District quarterly, and the District is to use the funds for such purpose as determined by the Board. The
funds in the trust are restricted and are not available tDiltgct, except for distributions made from the

trust to the District per the trust agreement and state law governing perpetuahssests of the perpetual

trust are restricted in th&tatement ofNet Position and designated as nonspendable in the governmental
funds balance sheet. The assets are recorded at fair value. Income less trustee fees and changes in fair value
of the perpetual trust are recorded as investment earnings. The following is argwitina transactions

for theyearended June 30, 2022

The assets of the perpetual trust are categorized as Level 3. Financial assets valued using level 3 inputs are
based on significant unobservable inputs and have the lowest priority. According to FASB ASCE 820

35-58, if an organization will never be a&bio redeem its investment at the net asset value per share (as in

a perpetual trust), the measurement should be categorized as a Level 3 fair value measurement.
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Note 5. Property Taxes

Based upon assessed valuations provided by the County, the District bills and collects its own property
taxes. The schedule for property taxes levie@@21-2022, is as follows:

7KH 'LVWULFWTV WD[ U RO202PRMds TB0968 r8ilks Y3998 peer L$Q000 assessed
valuation). Refunds on payments of prior year taxes are classified as Other Debt Service items under the

&RPPRQZHDOWK RI 3HQQV\OY D ubehytab EdidROBWALh® Diskittvwerd P
approximately99% of the total tax levy

Note 6. Taxes Receivable, Deferred Inflows of Resources and Estimated Uncollectible Taxes

A summary of the taxes receivable and related accoudtsat30, 2022are as follows:
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Note 7.  Interf und Receivables and Payables and Transfers

Individual fund receivable and payable balancehiat 30, 2022are as follows:

In order to take advantage of higher interest rates, the District holds all of the cash for each fund in one
account. They make monthly transfers to cover the expenses of each fundldrted in the internd
receivables are the amount of cash belonging to that fund in the general fund account.

All interfund receivable/payable balances resulted from the time lag between the dates that (1) interfund
goods and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system and (3) payments betwerddare made. All balances are expected to be repaid within

the following year.

Individual fund transfers during the fiscal year endede 30, 2022are as follows:

Transfers and payments within the District are substantially for purposes of funding capital projects and
asset acquisitions or maintaining debt service on a routine basis. Transfers are made from the general fund
to the food service fund for operation 8 KH VFKRRO TV F DTrdnsfétd)dredom&de RahttheP
general fund to the capital projects fundtimprovide funding for future project3ransfers are made from

the permanent fund to the general fund for investment earnings of the fund. Ressaraccumulated in

a fund to support and simplify the administration of various projects or programs.
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Note 8.  Capital Assets

Capital asset activitfor theyearended June 30, 2022vas as follows:
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Note 8. Capital Assets (Continued)

Depreciatioron equipmentvas charged to functions/programs of the primary government as follows:

50



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 9. Long-Term Obligations

$ VXPPDU\ RI WKH UH S-runghligafioht @3/diuve 8D \2022Bn@ tFansactions during the
yearthen ended follows:

General Obligation BondsSeries of 2015 On February 19, 2015he Districtauthorized the issuance of
General Obligation Bonds, Series of 2015, in the aggregate principal amount of $9,995,000. The proceeds
of the bonds were used to provide funds to: (1) the partial current refunding and redemption of the general
obligation bondsseries A of 2010 dhe Districtand (2) pay the costs of issuing the bofide refunding

reduced total debt service payments by $722,397 over the next 8 years. Thed iresmiteconomic gain
(difference between present value of the debt service payments on the old and new debt) of $686,114. The
Bondshoreinterest rates thaterenot to exceed 4.00%; the initial rateas0.20%. The bondsg/ere to
matureserially in amounts ranging from $105,000 to $1,820,000 through 2023anuary5, 2021, the

District issued General Obligation Not&eries of 2021 to fully refund these bonds.
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Note 9. Long-Term Obligations (Continued)

General Obligation BondsSeries A of 2015 OnNovember 23, 201%he Districtauthorized the issuance

of General Obligation Bonds, Series A of 2015, in the aggregate principal amount of $6,120,000. The
proceeds of the bonds were used to provide funds to: (1) advance refund a portion of the outstanding General
Obligation Bonds, Sezs of 2008 of the District and (2) pay the costs of issuing the bamstion of the
proceeds was irrevocably deposited in an escrow fund maintained by Manufactureraderd Trust
Company. These proceeds were used to purchase certain United States Treasury Securities, which will
mature and earn interest to provide for all future debt service on the refunded portion of the Series 2008
bonds. As aresult, a portion oktBeries 2008 bonds are considered defeased and the District has removed
a portion of the liability from its accounts. The outstanding principal of the defeased bonds was $5,875,000
at June 30, 2018and this amount was paid in full during thear enéhg June 30, 2019The advanced
refunding reduced total debt service payments by $712,639 over the next 9 years. This results in an
economic gain (difference between present value of the debt service payments on the old and new debt) of
$674,897. The Bonds bear interesties that shall not exceed 4.00%; the initial rate is 1.00%. The bonds
mature serially in amounts ranging from $170,000 to $2,230,000 throughQ62Z&nuary 25, 2021, the

District issued General Obligation Not&eries of 2021 to partially refund thdsends.

General Obligation BondsSeries of 2016 On February 22, 2018he Districtauthorized the issuance of
General Obligation Bonds, Series of 2016, in the aggregate principal amount of $7,200,000. The proceeds
of the bonds were used to provide funds for: (1) the current refunding of the general obligation bonds, series
of 2011 of tke District and (2) pay the costs of issuing the bonds. The refunding reduced total debt service
payments by $269,880 over the next 9 years. This results in an economic gain (difference between present
value of the debt seice payments on the old and new debt) of $267,605. The Bonds bear interest rates that
shall not exceed 4.00%; the initial rate is 0.37%. The bonds mature serially intamanging from
$255,000 to $1,360,000 through 2023

General Obligation NotesSeriesA of 2019- On December 1,72018, the Districtauthorized the issuance
of General Obligation NotesSeries A of 2019in the aggregate principal amount &, %10,000 The
proceeds of thaotes were used to provide funds to: ¢he currenrefundng of the outstanding General
Obligation Bonds, Series @012 of the District;(2) the current refunding of a portion of the outstanding
General Obligation Bonds, Series A of 2012, of the Distf®tvarious capital projects of the District and
(4) pay the costs of issuing thetes The economic loss on the refunding of the 2GR 2012A bonds
was $165,934TheNotesbear interest rates that shall not exc&80%; the initial rate i4.78%. Thenotes
mature serially in amounts ranging frorh0$000to $1,685,000through 208. On January 25, 2021, the
District issued General Obligation Bon&eries A of 2021 to partially refund these bonds.

General Obligation NotesSeries B of 2019 On December 17, 2018pe Districtauthorized the issuance

of General Obligation Notes, Series B of 2019, in the aggregate principal amount of $1,555,000. The
proceeds of the natevere used to provide funds to: (1) various capital projects of the District and (2) pay
the costs of issuing theotes The Notesbear an interest rate of 3.5%. Thetesare not subject to
redemption prior to maturity and are scheduled to mature in May 2026.
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Note 9. Long-Term Obligations (Continued)

General ObligatioiNotes - Series C of 20190n December 20, 2019, the District authorized the issuance

of General Obligation Notes, Series C of 2019, in the aggregate principal amount of $9,030,000. The
proceeds of theotes were used to provide funds to: {tg current refunding of the outstanding General
Obligation Bonds, Series of 201af,the District and (2) pay the costs of issuing the bofiti&® economic

gain on the refunding of the 2014 bonds w421$150 The bonds bear interest rates thatllshot exceed

4.00%, the initial rate is 1.20%. The bonds mature serially in amounts ranging from $45,000 to $3,380,000
through 2024.

General Obligation NotesSeries of 2021 On January 25, 2021he District authorized the issuance of
General Obligation Notes, Serie62021, in the aggregate principal amount &f&L5,000 The proceeds

of the notes were used to provide funds totlg)current refunding of the outstanding General Obligation
Bonds, Serieé\ of 2012, and Series of 2015, and a portion of the General Obligation Bonds, Series A of
2015, of the District an@) pay the costs of issuing the notes. The Notes bear an interest 1:88/af

The Notesmature serially in amounts rangifrgm $30,000 to $2,625,000 through 2028

General Obligation BondsSeries A of 2021 On January 25, 2021, the District authorized the issuance of
General ObligatiorBonds, SeriesA of 2021, in the aggregate principal amount @f0$5,000 The
proceeds of th8ondswere usedtoDGYDQFH UHIXQG WKH 'LVWULFWIV RXWVWDQ(
Series A of 2019 and to pay for the cost of issuafiqeortion of the proceeds was irrevocably deposited

in a trust with an escrow agent. These proceeds were used to purchase certain United Statgs Treasu
Securitieswhich will mature and earn interest to provide for all fututet dervice on the refunded portion

of the Series A of 2019 bonds. As a result, a portion of the Series A of 2019 bonds are considered defeased
and the District has removed a portion of the liability from its accounts. The outstanding principal of the
defeagsd bondds $910,000 as of June 30, 20Zhe economic loss on the refunding of the bonds was
$39,914.The Notes bear an interest ratela?3%. The bonds mature serially in amounts ranging from
$1,000 to $1,010,000 through 2027

The following is a schedule of principal and interest requirements to service the genetatrionigbt of
the District
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Note 9. Long-Term Obligations (Continued)

Lease Obligations Dauphin Countyl echnical Schodlease Obligation

The Board authorized the incurring of lease rental sebbnnection with the Dauphi@ounty Technical
School, by entering into an agreement of lease and guaranty with Dauphin Tecimtycal Schogldated

March 15, 2007 TheTechnicalSchool constructeidnprovements and renovations and acquéguipment

for theTechnicalSchool and has financed it by issuirgfi§750,000n SchoolLeaseRevenudBonds Series

of 2007, datedMarch 15, 2007These bonds were refinanced by the issuance of Series of 2015, dated
March 15, 2015in the amount of $19,005,000his debt is supported by the fuliitta credit andaxing

power of thesevemmemberschool dstricts who participate in th&echnicalSchool. Derry Township

6 FKRR O 'loxgiialdhBré/df Yhis debwas$3,170,034 which was based on the market valuation of

all taxable real property in eacbheol dstrict.

The following is a schedule of principal and interest requirements to servideséise Obligations
Dauphin County Technical School Boretjuirements athe District

Leases Payable

The District leases equipment for certain District offices and buildingstérhaininglease term is fafwo
\HDUV 7KH 'LVWULFW{VY HTXLSPHQW OHDVHV FRQWDLQ VFKHGXOHG
through 2024. Leases payables are fully funded by the general fund.

The following is a schedule of future minimum lease payments for leases with initial or remaining terms in
excess of one year as of June 30, 2022:

54



DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 9. Long-Term Obligations (Continued)

Compensated Absences

Under the terms dhe DistrictfV HPSOR\PHQW SROLFLHVY HPSOR\HHV DUH UHLPE
retirement or other termination of employment. The reimbursement rate is established by the employment
contract and varies by employee classification. In addition, employeesaatedysick days per school

year, and any unused sick days are permitted to be carried over to future years. Upon retirentteat from
District, employees are reimbursed for accumulated sick days equal to the number of deysed

multiplied by an amount established by the employment contract. The employees are also offered options
regarding retirement payouts as prescribed in the contract if certain conditions are met. The total liability

for accrued vacation, sick leavedametirement bonuses has been reflected istae=menbf Net Position.

Other Lease Obligations

The District leases computers which are located throughout the District. The related lease agreements
qualify as capital leases, and accordingly, these transactions are recorded at the present values of related
future, minimum lease payments as of the jtioe date. All leas@urchase obligations are funded by the
General Fund.

The assets acquired through capital leases are as follows:

The following is a schedule of the future, minimdease payments due under the lgasechase
obligations as of June 32022
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Note 10. Defined-Benefit Pension Plan

Plan Description

36(56 3HQQV\OYDQLD 3XEOLF 6FKRRO (PSOR\HHYV 5HWLUHPHQW 6\
sharing multipleemployer defined benefit pension plan that provides retirement benefits to public school
employees of the Commonwealth of Pennsylvania. The members eligible to participate in the System
include all fulttime public school employees, p#éirhe hourly public school employees who render at least

500 hours of service in the school year and-fiare per diem public school employees who render at least

80 days of service in the school year in any of the reporting entities in Pennsylvania. BSiERS

publicly available financial report that can be obtaineghaiv.psers.pa.gav

Benefits Provided

PSERS provides retirement, disability and death benefits. Members are eligible for monthly retirement
benefits upon reaching (a) age 62 with at least one year of credited service; (b) age 60 with 30 or more years

of credited service; or (c) 35 or more y&af service regardless of age. Act 120 of 2010 (Act 120) preserves

the benefits of existing members and introduced benefit reductions for individuals who become new
members on or after July 1, 2011. Act 120 created two new membership classes: Memi&sshiC

(Class FE) and Membership ClassH (Class FF). To qualify for normal retirement, ClassETand Class

T-F members must work until age 65 with a minimum of three years of service or attain a total combination

of age and service that is equal togoeater than 92 with a minimum of 35 years of service. Benefits are
JHQHUDOO\ HTXDO WR RU GHSHQGLQJ XSRQ PHPEHUVKLS FOL
defined in the Code) multiplied by the number of years of credited service. &mbens, whose
PHPEHUVKLS VWDUWHG SULRU WR -XO0\ DIWHU FRPSOHWLRQ |
defined benefits is vested and early retirement benefits may be elected. For ElaasdTClass F

members, the right to benefisvested after ten years of service

Participants are eligible for disability retirement benefits after completion of five years of credited service.

6 XFK EHQHILWY DUH JHQHUDOO\ HTXDO WR RU GHSHQGLQJ X
average salary (as defined in the Cadejtiplied by the number of years of credited service, but not less

than onethird of such salary nor greater than the benefit the member would have had at normal retirement
age. Members over normal retirement age may apply for disability benefits.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note10. Defined-Benefit Pension Plan (Continued)

Benefits Provided (Continued)

Death benefits are payable upon the death of an active member who has reached age 62 with at least one
year of credited service (age 65 with at least three years of credited service for-Elassl Tlass -F

members) or who has at least five years alited service (ten years for Clas€land Class -F members).

Such benefits are actuarially equivalent to the benefit that would have been effective if the member had
retired on the day before death

Contributions
Member Contributions:

The contribution rates based on qualified member compensation for virtually all members are presented
below:

Employer Contributions:

7KH 'LVWULFWTV FRQWUDFWXDOO\ UHTXLUHG FRQWULEXWLRQ UDW
of covered payroll, actuarially determined as an amount that, when combined with employee contributions,

is expected to finance the costs of beseddrned by employees during the year, with an additional amount

WR ILQDQFH DQ\ XQIXQGHG DFFUXHG OLDELOLW\ ,QFOXGHG LQ WK
is the Act 5 contribution rate totaling an estimate®olL5
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note10. Defined-Benefit Pension Plan (Continued)

Contributions (Continued)

Employer Contribution§Continued)

The District is required to pay the entire contribution and will be reimbursed by the Commonwealth in an
amountHTXDO WR WKH &RPPRQZHDOWKfV VKDUH DV GHWHUPLQHG E\ \
1994), whichis atleastonk DOl RI WKH WRWDO 'LVWULFWYV UDWH 7KH 'LVWUI
to pension benefits, for the year ended J8@g 2022, was 1,183,128 and is equal to the required
contribution for the year. For the year ended June 30, 2022, the District recognized gross retirement subsidy
revenue from the Commonwealth in the amour#®277,736

Pension Liabilities, Pensin ExpenseDeferred Outows/Inflows of Resources Related to Pensions

At June 30, 2022, the District reported a liability of $84,545,000 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2021, and the total pension liability
used to calculate the net pension li@di W\ ZzDV GHWHUPLQHG E\ UROOLQJ IRUZDUG

OLDELOLW\ DV RI -XQH WR -XQH 7KH 'LVWULFWY{V SU|
FDOFXODWHG XWLOL]LyQas régatteld ¢bPefe@ Rayirbl §ovit FReidteEhe total ongear
UHSRUWHG FRYHUHG SD\UROO $W -XQH Wik which Was/ &ahL FW TV U

decrease of .00%8from its proportion reported as of June 30, 2021

For the year endetiine 30, 2022he District recognized pension expense&@fié4,547 At June 30, 2022
the District reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources

$10,183,000is reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date, will be recognized as a reduction of the net pension
liability in the year ending June 30, 2023. Other amountsriegh@s deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note10. Defined-Benefit Pension Plan (Continued)

Actuarial Assumptions

7KH WRWDO SHQVLRQ OLDELOLW\ DV RI -XQH ZDV GHWHUPLQ
liability as of June 30, 2020 to June 30, 2021, using the following actuarial assumptions, applied to all
periods included in the measurement

X Valuation Date June 30, 2020

X Actuarial cost methodEntry Age Normal level % of pay.

X Investment retura 7.00%, includes inflation at 2.50%.

X Salary growth Effective average of 4.50%, comprised of inflation of 2.50% and 2.00% for real

wage growth and for merit or seniority increases.

Mortality rates were based on a blend of 50% RPRBI0 and 50% Pub@010 Retiree Tables for

ODOHVY DQG )HPDOHVY DGMXVWHG WR UHIOHFW 36(567 H[SHULH

of the MR2020 Improvement Scale.

X The discount rate used to measure the Total Pension Liability decreased from 7.25% as of June 30,
2020 to 7.00% as of June 30, 2021

X

The actuarial assumptions used in the June 30, 2021 valuatom based on the results of an actuarial
experience study that was performed for the-figar period ended June 30, 2020

Investments

The longterm expected rate of return on pension plan investments was determined using a building block
method inwhich best estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class. These ranges are combined
to produce the lonterm expected rate of retuloy weighting the expected future real rates of return by the

target asset allocation percentage and by adding expected inflation

7KH SHQVLRQ SODQYVY SROLF\ LQ UHJDUG WR WKH DOORFDWLRQ R
amended by the Board. Plan assets are managed with-getamgbjective of achieving and maintaining a
fully funded status for the benefits providedotigh the pension.

For the year ended June 30, 2021, the annual money weighted rate of return on pension plan investments,

net of pension plan investment expense, was 24.58%. The money weighted rate of return expresses
investment performance, net of investment expense,tadjt the changing amounts actually invested
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 10. Defined-Benefit Pension Plan (Continued)

Investments (Continued)

7KH DERYH ZDV WKH %RDUGYY DGRSWHG DVVHW DOORFDWLRQ SR(
return for each major asset class as of June 30, 2021

DiscountRate

The discount rate used to measure the total pension liability was 7.00%. The projection of cash flows used

to determine theliscount rate assumed that contributions from plan members will be made at the current
contribution rate and that contributions from employers will be made at contractually required rates,
actuarially determined. Based on those assumptions, the pens@ipMalLGXFLDU\ QHW SRVLWLRC
to be available to make all projected future benefit payments of current plan members. Therefore, the long

term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 10. Defined-Benefit Pension Plan (Continued)

Sensitivity ofthe District] ProportionateShare of theNet PensionLiability to Changes in th®iscount

Rate

The following SUHVHQWV WKH 'LVWULFWV SURSRUWLRQDWH VKDUH RI V
GLVFRXQW UDWH RI DV ZHOO DV ZKDW WKH 'LVWULFWY{V SURS
be if it were calculated using a discount rate thdtpercentageoint lower (6.00%) or -Lpercentage

point higher (8.00%) than the current discount:rate

Pension Plan Fiduciary Net Position

'"HWDLOHG LQIRUPDWLRQ DERXW 36(567T ILGXFLDU\ QHW SRVLWLRQ
JLOQDQFLDO 5HSRUW ZKLFK FDQ EH MRWQLrshOQgW KH 6\VWHPTV ZHEVL'

Plan Payables
At June 30, 2022, the District reported a payable to PSERS,40@ 905 which representshe employer
contributions owed to the pension plan
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 11. Other PostEmployment Benefits- 'LVWULFWV 6LQJOH (PSOR\HU 30DQ

Plan Description, Benefit Terms and Funding Policy

The District provides retiree health, vision atehtalcare benefits, including prescriptioinug coverage,

to eligible, retired employees and qualified spouses/beneficiaries. This is aesimgtwyer, defined

benefit plan administered by the District. The District funds OPEB on-aggyu go basis, and there is

no obligation to make contritions in advance of when insurance premiums or claims are due for payment.
The District does not maintain or accumulate any assets within a trust in accordance with paragraph 4 of
GASB Statement No. 75. Theapl description and benefit terms provided byRla® are summarized in

the chart below:
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Notel1ll. Other PostEmployment Benefits- 'LVWULFW{V 6L QJOBorfthE@R\HU 30DQ

Employees Covered by Benefit Terms

As of theJuly 1,2020actuarial valuationthe following employees were covered by the benefit terms:

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB

At June 302022, the District reported a liability ofép401,391for the total OPEB liability. The total OPEB
liability was measured as dtily 1,2021, andwas determined by an actuarial valuation as of JuAp2Q
The OPEB liability is composed of ttelowing:

For theyearended June 302022, the District recognized OPEB expenseb#65,047 At June 302022,
the District reported deferred outflows of resources and deferred inflows of resources related to OPEB from
the following sources:
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Notel1ll. Other PostEmployment Benefits- 'LVWULFWTV 6L QJOHorfthE@R\HU 30DQ

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resouredsted to OPEB
(Continued)

Of the total amount reported as deferred outflows of resources related to GBEB76resulting from

District benefit payments subsequent to the measurement date and before the end of the fiscal year will be
included as a reduction of the collective net OPEB liabilitheyearendedJune 302022. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
UHFRJQL]JHG LQ WKH 'LVWULFWYV 23(% H[SHQVH DV IROORZV

Actuarial assumptions

The total OPEB liability was determined by an actuarial valuation as of JAB2Q, using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:

1 Inflation - 2.5%

T Salary Increases 2.5% cost of living adjustment, 1% real wage growth and for teachers and
administrators a merhcreasavhich varies by age from 2.75 to 0%.

Tt Discount Rate 2.28%. Based on S&P Municipal Bond 20 Year High Grade Rate Indéxat,

2021.

¥ Health Care Cost Trend Rat®.5% in 2020 through 2023 Rates gradually decrease from 5.4%
in 2024,t04.0% in 2075 and later based on the Society of Actuaries ERng Medical Cost Trend
Model.

f SHWLUHHVY 6 kRelatdd RosRetipdd thntvibutions are assumed to increase at the same
rate as the Health Care Cost Trend Rate.

T Mortality rates are separate and assumed preretirement and postretirement using the rates assumed
in the PSERS defined benefit pension plan actuarial valuation. Incorporated into the table are rates
projected generationally by the Buck Modified 2016 o scale to reflect mortality
improvement.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Notel1ll. Other PostEmployment Benefits- 'LVWULFWY{V 6LQJOH (PSOR\HU 30DQ &F

6HOQVLWLYLW\ RI WKH 'LVWULFWYV 7RWDO 23(% /LDELOLW\ WR &KDC

The following presents the total OPEB liability of the district calculated using the discount PaP&of
as well as what the total OPEB liability would be if it were calculated usitigcaunt rate that is one
percentaggoint lower (.28%) or onepercentagéenigher(3.28%) than the current discount rate:

The discount rate used to measure the total OPEB lialiityeasedrom 1.86% as of July 12020, to
2.28% as of July 12021.

6HOQVLWLYLW\ RI WKH 'LVWULFWYV 7RWDO 23(% /LDELOLW\ WR &KDC

The following presents the total OPEB liability of the district calculated using the health care cost trend
rates of 5.5% decreasing td.(%), as well as what the total OPEB liability would be if it were calculated
using a health care cost trend rates thabaepercentaggoint lower orone-percentaggoint higher than

the current healthcare cost trend rates:
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 12. Other PostEmployment Benefits- PSERS Cost Sharing Plan

Plan Description

PSERS administers a defined benefit pension plan, and tweeppdbyment healthcare programs, the
Health Insurance Premium Assistance Program (Premium Assistance) and the Health Options Program
(HOP) for its retirees. The HOP is a PSERS sponsored vojunéalth insurance program for the sole
benefit of PSERS retirees, spouses of retirees, and survivor annuitants and their dependents who participate
in HOP. The HOP is funded exclusively by the premiums paid by its participants for the benefit coverage
they elect.

The System provides Premium Assistance which, is a governmental cost sharing, ‘emlgloger other
postemployment benefit plan (OPEB) for all eligible retirees who qualify and elect to participate. Employer
contribution rates for Premium Assistance astablished to provide reserves in the Health Insurance
Account that are sufficient for the payment of Premium Assistance benefits for each succeeding year.

Retirees of the System can participate in Premium Assistance if they satisfy the following criteria:
t Have 24 %2 or more years of service, or
T Are adisability retiree, or
¥ Have 15 or more years of service and retired after reaching superannuation age, and
T Participate in the HOP or employsponsored health

Benefits Provided

Participating eligible retirees are entitled to receive premium assistance payments equal to the lesser of
$100 per month or their owtf-pocket monthly health insurance premium. To receive premium assistance,
HOLJLEOH UHWLUHHV PXVW REWDLQ WKHLU KHDOWK LQVXUDQFH \
Health Options Program. As of June 30, 20fffere were no assumed future benefit increases to
participating eligible retirees
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note12. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Employer Contributions

7KH 'LVWULFWVY FRQWUDFWXDOO\ UHTXLUHG FRQWULEXWLRQ UDW
of covered payroll, actuarially determined as an amount that, when combined with employee contributions,

is expected to finance the costs of benef#shed by employees during the year, with an additional amount

to finance any unfunded accrued liability. Contributions to the OPEB plan from the District288,d $4

for the year ended June 30, 2022

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB

At June 30, 2022, the District reported a liability of $4,871,000 for its proportionate share of the net OPEB
liability. The net OPEB liability was measured as of June 30, 2021, and the total OPEB liability used to
calculate the net OPEB liability was déle LQHG E\ UROOLQJ IRUZDUG WKH 6\VWHPTV

-XQH WR -XQH 7KH 'LVWULFWYV SURSRUWLRQ RI WKH (
WKH HP S O Réat iefiovteR €@Vered payroll as it relates to the totayeaereported covered payroll.
$W -XQH WKH 'LVWULFWTV YHdiRAINASH @e@dast 9ROGREFORIQ ZDV

proportion reported as of June 30, 2021

For the year ended June 30, 2022, the District recognized OPEB exped® 409 At June 30, 2022,
the District reported deferred outflows of resources and deferred inflows of resources related to OPEB from
the following sources
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NOTES TO FINANCIAL STATEMENTS

Note12. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

OPEB Liabilities, OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB

(Continued)

$239,000reported as deferred outflows of resources related to OPEB resulting from District contributions
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year
ending June 30, 2023. Other amounts reported a&srddfoutflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB experigkosgs:

Actuarial Assumptions

7KH 7TRWDO 23(% /LDELOLW\ DV RI -XQH ZDV GHWHUPLQHG E\
Liability as of June 30, 2020 to June 30, 2021, using the following actuarial assumptions, applied to all
periods included in the measurement

+H +H+ +H+ +H

+H +H

Valuation Date June 30, 2020

Actuarial cosimethod- Entry Age Normat level % of pay

Investment return 2.18%- S&P 20 Year Municipal Bond Rate

Salary growth Effective average of 4.5%, comprised of inflation of 2.50% and 2.00% for real
wage growth and for merit or seniority increases

Premium Assistance reimbursement is capped at $1,200 per year

Assumed Healthcare cost trends were applied to retirees with less than $1,200 in premium
assistance per year

Mortality rates were based on a blend of 50% RRBI0 and 50% Pub@010 Retiree Tables for
ODOHV DQG )HPDOHVY DGMXVWHG WR UHIOHFW 36(56Y H[SHULH
of the MR2020 Improvement Scale

Participation rate:

T Eligible retirees will elect to participate Pre age 65 at 50%

T Eligible retirees will elect to participate Post age 65 at 70%

The discount rate used to measure the total OPEB liability decreased from 2.66% as of June 30,
2020 to 2.18%, as of June 30, 2021.

The actuarial assumptions used in the June 30, 2020 valuation, were based on the results of an actuarial
experience study that was performed for the-figar period ending June 30, 2015
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Note12. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Actuarial Assumptions (Continued)

The following assumptions were used to determine the contrilbnatien

T The results of the actuarial valuation as of June 30, 2019, determined the employer contribution
rate for fiscal year 2021

¥ Cost Method: Amount necessary to assure solvency of Premium Assistance through the third fiscal
year after the valuatiotate

T Asset valuation method: Market Value
T Participation rate: 63% dafligible retirees are assumed to elect premium assistance
f ORUWDOLW\ 7DEOHV IRU ODOHVY DQG )HPDOHV DGMXVWHG WR L
a modified version of the MR015 Mortality Improvement Scale.
Investments

Investments consist primarily of shderm assets designed to protect the principal of the plan assets. The
expected rate of return on OPEB plan investments was determined using the OPEB asset allocation policy
and best estimates of geometric real rafestarn for each asset class

7TKH 23(% SODQTV SROLF\ LQ UHJDUG WR WKH DOORFDWLRQ RI LC
amended by the Board. Under the program, as defined in the retirement code employer contribution rates

for Premium Assistance amstablished to provide reserves in the Health Insurance Account that are
sufficient for the payment of Premium Assistance benefits for each succeeding year

7KH DERYH zZDV WKH %RDUGYY DGRSWHG DVVHW DOORFDWLRQ SR
return for each major asset class of June 30,.2021
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NOTES TO FINANCIAL STATEMENTS

Note12. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Discount Rate

7KH GLVFRXQW UDWH XVHG WR PHDVXUH WKH 7RWDO 23(% /LDELOL
contributions are structured for shoetm funding of Premium Assistance. The funding policy sets
contribution rates necessary to assure solvency ohiBne Assistance through the third fiscal year after

the actuarial valuation date. The Premium Assistance account is funded to establish reserves that are
sufficient for the payment of Premium Assistance benefits for each succeeding year. Due to-thenshort
IXQGLQJ SROLF\ WKH 23(% SODQTV ILGXFLDU\ QHW SRVLWLRQ ZDV
IXWXUH EHQHILW SD\PHQWYV WKH UasyawIHR W &8 DS DHQGLLW FRXQQ WGUHW
which represents the S&P 3@ar Muncipal Bond Rate at June 30, 2021, was applied to all projected

benefit payments to measure the total OPEB liability

6HOVLWLYLW\ RI WKH 'LVWULFWY{V 3URSRUWLRQDWH 6KDUH RI WKH

7KH IROORZLQJ SUHVHQWY WKH 'LVWULFWTV SURSRUWLRQDWH VK
GLVFRXQW UDWH RI DV ZHOO DV ZKDW WKH 'LVWUAoEIWV TV SURS
be if it were calculated using a discount rate that is one percentage point lower (1.18%) or one percentage
point higher (3.18%) than the current discount:rate

6HOVLWLYLW\ RI WKH 'LVWULFWIY 3URSRUWLRODWH 6KDUH RI WKE
Cost Trend Rates

7KH IROORZLQJ SUHVHQWYV WKH '"LVWULFWTV SURSRUWLRQDWH VK
'LVWULFWYV SURSRUWLRQDWH VKDUH RI WKH QHW 23(% OLDELOLW!'
trend rates (between 5% to 7%) that are percentage point lower or one percentage point higher than the

current healthcare cost trend rates:

OPEB Plan Fiduciary Net Position

'"HWDLOHG LQIRUPDWLRQ DERXW 36(56T ILGXFLDU\ QHW SRVLWLRQ
JLOQDQFLDO 5HSRUW ZKLFK FDQ EH MRWWQLrshQAgW KH 6\VWHPTV ZHEVL'
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note12. Other PostEmployment Benefits- PSERS Cost Sharing Plan (Continued)

Plan Payables

At June 30, 2022, the District reported a payable to PSER3%6%3which represents the employer
contributions owed to the OPEB plan

Note 13. Act 93 Employee Annuity

The District provides all Act 93 employees withax-shelteredannuity. The District provides a $0.50
contribution to each $1.00 of employee contribution, up to a maximum District contribution of $2,500. The
District contributed 80,960to thePlan for the year endetline 30, 2022

Note 14. Risk Management

The policy of the District is to not purchase health and vision insurance for the risks of losses to which it is
H[SRVHG ,QVWHDG WKH 'LVWULFWTVY PDQDJHPHQW SROLF\ LV W
internally. The District pays all clainfer risk of loss which the District is exposed, including medical,

dental, drug and vision claims, which are administered by third parties. The District has purchased stop

loss insurance from commercial insurers that will reimburse the District for D®@#b medical claims

over $170,000 peyear per participant with exceptions. The District will also receive a stop loss
reimbursement of 10096r all aggregate medical claims which exceed $7,346,362, adjusted upward based

on participation, for the year.

Liabilities are reported when it is probable that a lossdtasirred,and the amount of that loss can be
reasonably estimated. Liabilities inclutifee amount for claims that have been incurred but not reported.
Because of delays between thadia claim isncurred,and it is reported tthe Districtfor payment, the

estimated liability does not necessarily result in an exact amount. A coetdiability has been included

in accrued salaries and benetitshe General Fund for claims reported butpaid byJune 30, 202, plus

accrued teachers summer benefits, which both amo#88®595 7KH FXUUHQW \HDUTV DVVHW
loss reimbursements in excess of incurred but not reported claim amoyety &nd Changes irthe

District{V F O D L P VasSetdambunOftr\iheyearended June 30, 2022vere:

The District continues to carry commercial insurance for all other risks of loss, including workers
compensation, liability and property and casualty insurance. Settled claims resulting from these risks have
not exceeded commercial insurance coverage in any obtidhpee fiscal years.
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Note 15. Contingent Liabilities

The District is subject to real estate tax assessment appeals on an ongoing basis. If tax appeals are
successful, the result is a loss of tax revenue to the District. It is anticipated that any material loss of tax
revenue on individual tax appeals wik offset with additional revenues from other properties or other
sources of revenue and would not create a financial hardship to the District.

The District is involved in various lawsuits in the normal course of operations. Management cannot predict

the outcome of the lawsuits or estimate the amount of any loss that may result. Accordingly, no provision

for any contingent liabilities that magsult have been made in the financial statements. Management
EHOLHYHYVY WKDW ORVVHV UHVXOWLQJ IURP WKHVH PDWWHUV LI D
liability insurance policy and would not have a material effect on the financiéioposf the District.

The District participates in numerostate and Federal grant programs, which are governedripus rules

and regulations of the grantor agencies. Costs charged to the respective grant programs are subject to audit
and adjustment by the grantor agencies; therefore, to the extent that the District has not complied with the
rules and regulationsogerning the grants, refunds of any money received may be required and the
collectability of any related receivable Atne 30, 202, may be impaired. In the opinion of the District,

there are no significant contingent liabilities relating to compliarittetive rules and regulations governing

the respective grants; therefore, no provision has been recorded in the accompanying combined financial
statements for such contingencies.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of School Directors
Derry TownshipSchool District
Hershey Pennsylvania

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contain@dvarnment Auditing Standards

issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the businedygpe activities, each major fund and the aggregate remaining fund information of

Derry TownshipSchool DistrictDistrict), as of and for thgearendedJune 30, 2022and the related notes

to the financial statements, which collectively comptiee' LVWULFWTV EDVLF ILQDQFLDO VW
issued our report thereon dateebruary 102023

Report on Internal Control Over Financial Reporting

,Q SODQQLQJ DQG SHUIRUPLQJ RXU DXGLW RI WKH ILQDQFLDO VW
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpdsexpressing our opinion on the financial statements, but

QRW IRU WKH SXUSRVH RI H[SUHVVLQJ DQ RSLQLRQ RQ WKH HIII
$FFRUGLQJO\ ZH GR QRW H[SUHVV DQ RSLQLRQ RQOWKH HIIHFWLYF

A deficiency in internal contradxists when the design or operation of a control does not allow management

or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basisnraterial weaknesis a deficiency, or a combination of deficiencies, in
LQWHUQDO FRQWURO VXFK WKDW WKHUH LV D UHDVRQDEOH SRVYV
financial statements will not be prevented or detected and corrected on ya bimséd. Asignificant

deficiencyis a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Givasséhlimitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
or significant deficiencies may exist that were not identified.



Report on Compliance and Other Matters

$V SDUW RI REWDLQLQJ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKH
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncomgdiavith which could have a direct and material effect on the
financial statements. 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 resultesifalistlosed

no instances of noncompliance or other matters that are required to be reportégovedement Auditing

Standards

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
DQG WKH UHVXOWY RI WKDW WHVWLQJ DQG QRW WR SURYLGH DQ
control or on compliance. This repas an integral part of an audit performed in accordance with
Government Auditing StandardsL, Q FRQVLGHULQJ WKH 'LVWULFWTV LQWHUQ
Accordingly, this communication is not suitable for any other purpose.

Camp Hill, Pennsylvania
February 102023
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MAJOR FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of SchooDirectors
Derry TownshipSchool District
Hershey Pennsylvania

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

:H KDYH DXGLWHG 'HUU\ 7RZQVKLS 6FKRRO 'LVWULFW{V 'LVWULF)
requirements identified as subject to audit in the GBBnpliance Supplemethtat could have a direct and
PDWHULDO HIIHFW RQ H D FEddralpragkams far\thg yehrentgd/ Juhe BOR2022. The
'LVWUL FWPgtler&mdgrBns are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

,Q RXU RSLQLRQ WKH 'LVWULFWTV FRPSOLHG LQ DOO PDWHULDO
to above that could have a direct and material effect on each of its Reaieralprograms for the year
ended June 30, 2022.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contafBedemment
Auditing Standardsssued by the Comptroller General of the United Sta@svérnment Auditing
Standard} and the audit requirements of Title 2 U&de of Federal Regulatiorzgart 200,Uniform
Administrative Requirements, Cost Principles and Audit Requirements for Federal Aiuaittsm
Guidance). Our responsibilities under those standards and the Uniform Guidance are further described in
the Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the District and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe the audit evidence we have
obtained is sufficient and appropriate to preva basis for our opinion on compliance for each major
FederalSURJUDP 2XU DXGLW GRHV QRW SURYLGH D OHJDO GHWHUPL
compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of

laws, statutes, regulations, rules and provisions 8QWUDFWV RU JUDQW DJUHHPHQWYV D¢
Federaprograms.



Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
RQ WKH 'LVWULFWY{V FRPSOLDabl¢lagsidanteGs &RItghRexd) oDaXsBrante bbtHD V R
not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS,
Government Auditing Standardasnd the Uniform Guidance will always detect material noncompliance
when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Noompliance with the compliance requirements referred to above is
considered material, if there is a substantial likelihood that, individually or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about W ULFW TV
compliance with the requirements of each m&gederalprogram as a whole.

In performing an audit in accordance with GAASovernment Auditing Standardand the Uniform
Guidance, we

x exercise professional judgment and mainmifessional skepticism throughout the audit.

x identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the District's compliand@evitbmpliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

x obtain an understanding of the District's internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance witblttil®erm Guidance, but not
for the purpose of expressing an opinion on the effectiveness of the District's internal control
over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified dgithe audit.

Report on Internal Control Over Compliance

A deficiency in internal control over complianesists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requireaent of
Federaprogram on a timely basis.Aaterial weakness in internal control over compliaisca deficiency,

or a combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliancetkvia type of compliance requirement ofFederalprogram will

not be prevented, or detected and corrected, on a timely basignificant deficiency in internal control

over compliancés a deficiency, or a combination of deficiencies, in internal control over compliance with

a type of compliance requirement oFaderalprogram that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies
in internal control over complianceahmight be material weaknesses or significant deficiencies in internal
control over compliance. Given these limitations, during our audit we did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesskgined above. However,
material weaknesses or significant deficiencies in internal control over compliance may exist that were not
identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing

of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this reporti®t suitable for any other purpose.

Camp Hill, Pennsylvania
February 102023
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DERRY TOWNSHIP SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
Year ended 2021

Section |-- Summary of Auditor's Results

Financial Statements
Type of auditor's report issued: Unmodified

Internal control over financial reporting:

" Material weakness (es) identified? Yes _X No
" Significant deficiency (ies) identified that is not
considered to be a material weakness (es)? Yes _X None Reported

Noncompliance material to financial statements
noted? Yes _X No

Federal Awards

Internal control over major programs:

" Material weakness (es) identified? Yes _X No
" Significant deficiency (ies) identified that is not
considered to be a material weakness (es)? Yes _ X None Reported

Type of auditor's report issued on compliance for the major programs: Unmodified
" Any audit findings disclosed that are

required to be reported in accordance
with Section 2 CFR 200.516(a)3? Yes _X No
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DERRY TOWNSHIP SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
Year ended June 30, 2021

Section I-- Summary of Auditor's Results(Continued)

Identification of the major programs:

CFDA Number(s) Name of Federal Programs/Cluster
Child Nutrition Cluster
84.425 Elementary & Secondary School Emergency Relief F
(CARES Act)
84.425 Elementary & Secondar$chool Emergency Relief Ful

(ARP) Learning Loss

Dollar threshold used to distinguish between
type A and type B programs $750,000

Auditee qualified as lowisk auditee? X Yes ___No

Section Il -- Financial Statement Findings

A. Significant Deficiency(ies) in Internal Control

There were no findings relating to the financial statement audit required to be reported.

B. Compliance Findings

There were no compliance findings relating to the financial statement audit required to be reported.

Section Il -- Federal Award Findings and Questioned Costs

A. Significant Deficiency(ies) in Intern&@lontrol

There were no findings relating to the Federal awards as required to be reported in accordance with
section 2 CFR 200.516(a) of the Uniform Guidance.

B. Compliance Findings

There were no findings relating to the Federal awards as required to be repadeardance with
section 2 CFR 200.516(a) of the Uniform Guidance.
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DERRY TOWNSHIP SCHOOL DISTRICT

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1. Basis of Presentation

The accompanying schedule of expenditureBeaferal awards includes thederal award activity of the
'LVWULFWTV XQ G HEdesdUdgdethinenyforthevarkrnded June 30, 201 The information in

this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations
Part 200,Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal
Awards 8QLIRUP *XLGDQFH %HFDXVH WKH 6FKHGXOH SUHVHQWV RC(
operations, it is not intended to and does not present the financial position, changes in net assets, or cash
flows of the District

Note 2.  Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guigdaheegein certain types of
expenditures are not allowable or are limited as to reimbursement. Revenue is recognized when earned,
and expenses are recognized when incurred. Negative amounts shown on the Schedule represent
adjustments or credits made in th@rmal course of business to amounts reported as expenditures in prior
years. Pasthrough entity identifying numbers are presented where available. The District has not elected

to use the 1% de Minimis indirect cost rate as allowed under the Uniform Guidance.

Note 3.  Access Program

The ACCESS Program is a medical assistance program that reimburses local education agencies for direct,
eligible healthrelated services provided to enrolled special needs students. ACCESS reimbursements are
Federalmonies but are classified as fie-service revenues and are not considdfederalfinancial
assistance and are not included on the Schedule. The amount of ACCESS funding expended, but not
included on the Schedule, for thearended June 30, 2022vas $378,487
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DERRY TOWNSHIP SCHOOL DISTRICT

6800%5< 6&+('8/( 2) 35,25 <($596 $8',7 ),1',1*6
Year Ended June 302022

7KHUH ZHUH QR SULRU \HDUYV DXGLW ILQGLQJV
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Derry Township Cooperative Education
Program Students

Ethan Gruber

HVAC

Employer: Hummelstown Fuel Oil
Student accepted fulime employment
with employer postgraduation.

Rian Kelly
Diesel Technology

Employer: Stephenson Equipment, Inc.

Student accepted fulime employment
with employer postgraduation.

BryannSnedecker

Veterinary Assistant

Employer: EdwartimnaghDVM

Student accepted paitime employment with
employer postgraduation and will continue
education in veterinary science field.
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