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Mark C. Turnley

Certified Public Accountant 1000 3¢ Avenue
New Brighton, Pennsylvania 15066

(724} 384-1081

FAX (724) 384-8508

To the Management and Board of Education
Connellsville Area School District
Connelisville, Pennsylvania

Independent Auditor's Report

Opinions

| have audited the accompanying financial statements of the governmental activities, business-type
activities, each major fund and the aggregate remaining fund information of the Connellsville Area School
District, Fayette County, Pennsylvania as of and for the year ended June 30, 2023, and the related notes
to the financial statements, which collectively comprise the Connellsville Area School District's basic
financial statements as listed in the table of contents.

in my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, each major fund and the aggregate
remaining fund information of the Connellsville Area School District as of June 30, 2023, and the respective
changes in financial position, and, where applicable, cash flows thereof and the budgetary comparison for the
General Fund for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinions

| conducted my audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. My responsibilities under those standards are
further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of my
report. | am required to be independent of the Connellsville Area School District, and to meet my other
ethical responsibiiities, in accordance with the relevant ethical requirements relating to my audit. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my 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 internal control relevant 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 conglitions or
events, considered in the aggregate, that raise substantial doubt about the Connellsville Area School
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 doubt shortly thereafter.

i
American Institute of Certified Public Accountants
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Mark C. Turnley, CPA

Auditor’s Responsibilities for the Audit of the Financial Statements

My 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 repott that includes
my opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resuiting from
error, 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 would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, :

Exercise professional judgment and maintain professional skepticism throughout the audit.
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 regarding the amounts and disclosures in the financial
statements.

« Obtain an understanding of internal control relevant to the audit in order fo design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Connelisville Area School District's internal control. Accordingly, no such
opinion is expressed.

« 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.

» Conclude whether, in my judgment, there are conditions or events, considered in the aggregate,

‘ that raise substantial doubt about the Connellsville Area School District's ability to continue as a
going concern for a reasonable period of time.

| am 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 control-related matters
that | identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages iv-xiv and the other required supplementary information on pages 47-55
be 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 by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. | have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to my inquiries, the basic financial statements, and other knowledge | obtained during my audit
of the basic financial statements. 1 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 opinicn or provide
any assurance,




Mark C. Turniey, CPA

Supplementary Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Connellsville Area School District's basic financial statements. The accompanying supplementary
information — the schedule of expenditures of federal awards on page 61 is presented for purposes of
additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not
a required part of the basic financial statements. 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. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including compating and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. in my opinion,
the schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated February 28, 2024,
on my consideration of the Connelisville Area School District's internal control over financial reporting and
on my tests of its compliance with certain provisions of faws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of my testing of internal control over
financial reporting and compliance and the resuits of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Connelisville Area School
District's internal control over financial reporting and compliance.

%M/c_f,%.;f
Mark C. Turniey, CPA

February 28, 2024
New Brighton, Pennsylvania
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
Required Supplementary Information (RSI)

June 30, 2023

The discussion and analysis of Connellsvilie Area School District’s financial performance provides an overall review of
the District’s financial activities for the fiscal year ended June 30, 2023. The intent of this discussion and analysis is o
look at the District’s financial performance as a whole; readers should also review the notes to the basic financial
statements and financial statements to enhance their understanding of the District’s financial performance.

The Management Discussion and Analysis (MD&A) is an element of the reporting model adopted by the Governmental
Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments. Certain comparative information between the current year
and the prior year is required to be presented in the MD&A.

MISSION STATEMENT

Through the cooperative efforts of educators, parents, and community, the Connellsville Area School District shall
provide a safe, well-maintained and challenging educational environment designed to meet the diverse needs of our
school population in order to develop respectful, responsible, knowledgeable students inspired to become successful life-
long learners in an ever-changing technological society.

PRIMARY GOVERNMENTAL UNIT

The Connellsville Area School District is the Primary Governmental Unit of the Connellsville Area Career and
Technical Center, formerly known as the North Fayette Area Vocational Technical School. As of July 1, 2001, the
Board of Education of the School District assumed sole responsibility for the operation of the Connellsville Arca Career
and Technical Center, making it a component unit of the Connellsville Area School District.

FINANCIAL STATEMENTS

The financial statements consist of three parts: Management Discussion and Analysis, the basic financial
statements and required supplementary information. The basic financial statements include two kinds of
statements that present different views of Connellsville Area School District. The first {wo statements are
government-wide financial statements — the Statement of Net Position and the Statement of Activities. These
provide both long-term and short-term information about the School District’s overall financial status.




CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

The remaining statements are fund financial statements that focus on individual parts of the District’s operations in more
detail than the government-wide statements. The governmental funds statements tell in general how the District’s
services were financed in the short term as well as what remains for future spending. Proprietary fund statements offer
short-term and long-term financial information about the activities that the District operates like a business, The District
accounts for food service as an enterprise fund. The Connellsville Area Career and Technical Center does not maintain
an enterprise fund. Fiduciary fund statements provide information about financial relationships where the District acts
solely as a trustee or agent for the benefit of others, to whom the resources in question belong,

The financial statements also include notes that explain some of the information in the financial statements and provide
more detailed data. The statements are followed by a section of required supplementary information that further
explains and repotts the financial statements with the comparison of Connellsville Area School District’s budget for the
year.

Figure A-1 shows how the required parts of the Financial Section are arranged and relate to one another:

Figure A-1
Regquired components of
Connellsville Area School District’s
Financial Report

Management Basic Required
Discussion Financial SupplemenFary
and Analysis Statements Information

~ ~
Government-
wide Fund Notes to
Financiai Financial the

Statements Statements Financial

Statements
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the
District they cover and the types of information they contain. The remainder of this overview section of

management discussion and analysis explains the structure and contents of each of the statements.

Figure A-2
Major Features of Connellsville Arca School District’s
Government-wide and Fund Financial Statements
Fund Statements

Government- Governmental
wide Funds Proprietary Fiduciary Funds
. Statements Funds
Scope Entire District The activities of the | Activities the Instances in which |
{except District that are not i District operates | the District is the
fiduciary funds) i proprietary or similar to private ; trustee or agent to
fiduciary, such as business — Food | someone else’s
education, Services resources —
administration and Custodial Funds
community services
Required financial i Statement of Balance Sheet Statement of net | Statement of
statements net position Statement of pasition fiduciary net
Statement of revenuas, Statement of position
activities expenditures, and revenues, Statement of
changes in fund expenses and changes in
balance changes in net fiduciary net
position position
Statement of
...... cash flows
Accounting basis i Accrual Modified accrual Accrual Accrual
and accounting and i accounting and accounting and i accounting and
measurement economic current financial economic economic
focus resources resources focus resources focus | resources focus
focus
Type of All assets and Only assets All assets and All assets and
assetfliability liabilities, both expected to be liabilities, both liabilities, both
information financial and used up and financial and short-term and
capital, and liabilities that come | capital, and long-term
short-term and i due during the year | short-term and
leng-term or soon thereafter; i long-term
no capital assets
included
Type of inflow- All revenues Revenues for which i All revenues and | All revenues and
outflow and expenses cash is received expenses during | expenses during
information during year, during or soon after i year, regardless ! year, regardless of
regardless of the end of the year; i of when cash is | when cash is
when cash is expenditures when | received or paid : received or paid
received or goods or services
paid have been received
and payment is due
during the year or
) soon thereafter

vi
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

OVERVIEW OF FINANCIAL STATEMENTS
Government-wide Statements

The government-wide statements report information about the District as a whole using accounting methods similar to
those used by private-sector companies. The statement of net position includes all of the government’s assets and
liabilitics. All of the current year’s revenues and expenses are accounted for in the statement of activities regardless of
when cash is received or paid.

The two government-wide statements report the Districts net position and how they have changed. Net position, the
difference between the District’s assets and liabilities, are one way to measure the District’s financial health or position.

Over time, increases or decreases in the District’s net position are an indication of whether its financial health is
improving or deteriorating, respectively.

To assess the overall health of the District, you need to consider additional non-financial factors, such as changes in the
District’s property tax base and the performance of the students.

The government-wide financial statements of the District are divided into two categories:

e Governmental activities — All of the District’s basic services are included here, such as instruction, administration
and community services. Property taxes and state and federal subsidies and grants finance most of these activities.

e Business type activities —~The District operates a food service operation and charges fees to staff, students and
visitors to help it cover the costs of the food service operation.

Fund Financia! Statements

The District’s fund financial statements provide detailed information about the most significant funds — not the District
as a whole. Some funds are required by state law and by bond requirements.

Governmental funds — Most of the District’s activities are reported in governmental funds, which focus on the
determination of financial position and change in financial position, not on income determination. They are
reported using an accounting method called modified accrual accounting, which measures cash and all other
financial assets that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the District’s operations and the services it provides. Governmental fund information helps
the reader determine whether there are more or fewer financial resources that can be spent in the near future to
finance the District’s programs. The relationship (or differences) between governmental activities (reported in
the Statement of Net Position and the Statement of Activities) and governmental funds is reconciled in the
financial statements.

Proprietary funds — These funds are used to account for the District activities that are similar to business
operations in the private sector; or where the reporting is on determining net income, financial position, changes
in financial position, and a significant portion of funding through user charges. When the District charges
customers for services it provides — whether to outside customets or to other units in the District — these services
are generally reported in proprietary funds. The Food Service Fund is the District’s proprietary fund and is the
same as the business-type activities we report in the government-wide statements, but provide more detail and
additional information, such as cash flows.

vii
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

OVERVIEW OF FINANCIAL STATEMENTS (Continued)

Fund Financial Statements {Continued)
Fiduciary funds - The District is the trustee, or fiduciary, for assets that belong to others, such as student activity
custodial funds. The District is responsible for ensuring that the assets reported in these funds are used only for
their intended purposes and by those whom the assets belong.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District's total net position was a deficit of $87,512,575 at June 30, 2023.

Table A-1

Fiscal Years ended June 30, 2023 and June 30, 2022
Condensed Statement of Net Position

JUNE 30, 2023 JUNE 30, 2022
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL TOTAL
Current Assets $ 34877720 % 1,401,313 $ 36,279,033 $ 33,610,917
Capital Assets 85,798,727 45,911 85,842,638 80,408,774
Deferred Outflows of Resources 17,498,630 578,743 18,077,373 20,569,558
TOTAL ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES $ 138,173,077 § 2,025,967 $ 140,199,044 $ 144,589,249
Current Liabilities $ 15475241 % 30602 $ 15505843 $ 17,020,410
Long-term Liahilities 200,589,085 3,823,395 204,413,380 204,222,555
Deferred Inflows of Resources 7,574,873 217,623 7,792,396 19,607,975
TOTAL LIABILITIES AND DEFERRED
INFLOWS OF RESOURCES $ 223640099 $ 4,071,520 $ 227,711,619 $ 240,750,940
Net Investment in
Capital Assets (Deficit) $ (5208,030) 3 45911 $  (5,162,119) $ (4,820,533)
Restricted - 184,352 184,352 -
Unrestricted (Deficit) (80,258,992) {2,275,816) (82,534,808) (91,341,158)
TOTAL NET POSITION (Deficit} $ (85,467,022) § (2,045553) $ (87,512,575 $ (96,161,691)

The increase in current assets is primarily due to a combination of 1) an increase in cash and investments from
$18,795,979 at June 30, 2022 to $28,063,419 at June 30, 2023, and 2) a decrease in due from other governments from
$11,432,970 at June 30, 2022 to $5,103,002 at June 30, 2023, primarily from decreased COVID-19 federal grant funding
(ESSER and American Rescue Plan funding). Governmental activities capital assets decreased mainly due to
depreciation expense exceeding capital expenses net of dispositions by $4,569,804 for governmental activities for the
2022-2023 fiscal year. The decrease in current liabilities is mainly the result of accrued salaries and benefits decreasing
by $905,084 due to one less pay period accrued in 2022-2023. Additionally, bonds, notes, and financed purchase
agreements payable (current portion) decreased by $643,718 from the 2021-2022 fiscal year. The change in deferred
outflows of resources, long-term liabilities, and deferred inflows of resources is attributed to the updated valuation
received from the Pennsylvania Schoo! Employees Retirement System (PSERS), in accordance with GASB Statement
No. 68, ‘Accounting and Financial Reporiing for Pensions’), and GASB Statement No. 75, ‘Accounting and Financial
Reporiing for Postemployment Benefits other than Pensions’ (OPEB), including the District’s updated independent
valuation of its’ OPEB obligation as of June 30, 2023.  The District’s total net pension liability increased from
$93,363,000 at June 30, 2022 to $99,232,000 at June 30, 2023. The District’s total net OPEB liability decreased from
$15,578,799 at June 30, 2022 to $14,579,437 at June 30, 2023,

viii
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (Continued)

The results of this year's operations as a whole are reported in the Statement of Activities. All expenses are reported in
the first column. Specific charges, grants, revenues, and subsidies that directly relate to specific expense categories are
represented to determine the final amount of the District's activities that are supported by other general revenues. The
two largest general revenues are the Basic Education Subsidy provided by the State of Pennsylvania, and the local taxes
assessed to community taxpayers.

Table A-2 takes the information from that Statement, rearranges it stightly, so you can see our total revenues for the
year.
Table A-2
Fiscal Years ended June 30, 2023 and June 30, 2022
Changes in Net Position from Operating Results

wemmmamunremmnemeemn JUNE 30, 2023 JUNE 30, 2022
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL TOTAL
REVENUES
Program Revenues:
Charges for Services $ 3493384 % 186,838 $ 3,680,222 § 3,572407
Operating Grants and Contributions 29,861,852 3,767,973 33,629,825 40,434,191
Capital Grants and Contributions 2,211,253 - 2,211,253 938,294
General Revenues:
Property, Other Taxes, PA Relief Tax 20,757,364 - 20,757,364 20,457,127
Grants, Subsidies and Confributions 33,469,489 - 33,469,499 31,403,825
Investment Earnings 559,414 2,116 561,530 23,529
Miscellaneous 623477 1,259 624,736 383,155
TOTAL REVENUES $ 90,976,243 $ 3,958,186 § 94,934,428 § 97,212,528
EXPENSES
Instruction $ 53,141,846 § - % 53141846 $ 49,731,086
instructional Student Support 5,057,839 - 5,057,839 4,622,657
Administrative and Financial Support 6,340,154 - 8,340,154 5,746,466
Operation and Maintenance of Plant 7,889,847 - 7,889,947 7,154,731
Pupil Transportation 6,707,606 - 6,707,606 6,123,169
Student Activities 1,226,930 - 1,226,930 1,147,173
Community Services 23,763 - 23,753 41,884
Interest on Long-term Debt/Refunds 2,465,919 - 2,465,919 2,890,388
Food Services - 3,431,319 3,431,319 2,703,626
TOTAL EXPENSES $ 82,853,994 § 3,431,319 § 86,285,313 § 80,161,180
CHANGE IN NET POSITION $ 8,122,249 % 526,867 $ 8,649,116 §$ 17,051,348

The positive change in overall net position is related to 1) General Fund revenues and other financing sources exceeding
expenses and other financing uses by $3,147,248, and 2) the results of the updated actuarial valuations from PSERS for
pension and OPEB benefits, and the District’s independent valuation for OPEB benefits. :




[

CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (Continued)

The tables below present the expenses of both the Governmental Activities and the Business-type Activities of the
District.

Table A-3 shows the District's eight largest functions - instructional programs, instructional student suppott,
administrative, operation and maintenance of plant, pupit transportation, student activities, community services, food
service as well as each program's net cost (total cost less revenues generated by the activities). This table also shows the
net costs offset by the other unrestricted grants, subsidies and contributions to show the remaining financial needs
supported by local taxes and other miscellancous revenues.

Table A-3
Fiscal Years ended June 30, 2023 and June 30, 2022
Net Cost of Governmentai Activities

resnecermne JUNE 30, 2023 JUNE 30, 2022 ---een-
TOTALCOST  NETCOST  TOTALCOST  NET COST
OF SERVICE  OF SERVICE  OF SERVICE __OF SERVICE

EXPENSES
Instruction $ 53141846 $ 27,579,114 § 49,731,086 $ 16,927,030
instructional Student Support 5,057,839 3,757,057 4,622,657 3,619,895
Administrative and Financial Support 6,340,154 5,547,546 5,746,466 4,702,004
Operation and Maintenance of Plant 7,880,947 6,964,438 7,154,731 6,131,903
Pupil Transportation 6,707,606 2,225 488 6,123,158 2,294,379
Student Activities 1,226,930 950,196 1,147,173 888,144
Community Services 23,753 9,000 41,894 9,000
interest on Long-term Debt/Refunds 2,465 819 254,666 2,890,388 1,852,094
TOTAL EXPENSES $ 92,863,994 §$ 47,287,605 _$ 77,457,554 $ 36,524,449
Less:
Unrestricted Grants, Subsidies 33,469,499 31,403,825

TOTAL NEEDS FROM LOCAL TAXES
AND OTHER REVENUES $ 13,818,006 $ 5,120,624
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (Continued)
Table A-4 reflects the activities of the Food Service program, the only Business-type activities of the District.
Table A-4

Fiscal Years ended June 30, 2023 and June 30, 2022
Net Cost of Business-type Activities

---------------- JUNE 30, 2023 JUNE 30, 2022 --ssn=-m-
TOTAL COST NET COST TOTAL COST NET COST
OF SERVICE OF SERVICE OF SERVICE  OF SERVICE
EXPENSES
Food Service $ 3,431,319 % 523492 $ 2703626 _$ 1,308,161
$ 3,431,319 $ 523492 § 2,703,626 $ 1,308,161
Investment earnings/Miscellaneous 3,375 12,156
TOTAL BUSINESS-TYPE ACTIVITIES
NET INCOME <LOSS> $ 526,867 $ 1,320,317

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

THE DISTRICT FUNDS

At June 30, 2023, the District governmental funds reported a combined fund balance of $23,881,358, which is an
increase of $3,095,791 from June 30, 2022. The increase in fund balance was primarily due to General Fund revenues
and other financing uses exceeding expenditures and other financing sources by $3,147,248. Total revenues of the
General Fund (excluding other financing sources) decreased $2,676,222 (3.0%) from the prior fiscal year. Local
revenues increased slightly by $162,296 (.77%). State revenues increased $4,270,630 (8.2%). The most significant
increases to state revenues were basic education subsidy increasing by $1,187,027, along with a “level up supplement”
received totaling $878,648. Rental, property relief, special education, and transportation subsidies also increased by
$1,272,959, $358,287, $232,138, and $522,654 respectively. Federal revenues decreased $7,109,148 (47.04%). This
significant decrease in federal revenues is related to a decrease in COVID-19 related grants received by the District.
Total expenditures of the General Fund (excluding other financing uses) increased by $4,151,055 (5.9%) from the prior
fiscal year.

A brief summary of each fund is as follows:
Capital Project Fund:

The Capital Project Fund’s fund balance decreased by $51,457 in 2022-2023. The net decrease was primarily due to
capital expenses totaling $780,667 offset by a transfer from the General Fund totaling $679,906.
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

THE DISTRICT FUNDS (Continued)
General Fund:

The General Fund had an operational increase in fund balance of $11,487,175 (prior to interfund transfers and insurance
recoveries) in 2022-2023. The General Fund’s fund balance at June 30, 2023, is $22,525,369.

General Fund Budget:

During the fiscal year, the Board of Education authorizes revisions to the original budget to accommodate differences
from the original budget to the actual expenditures of the District. All adjustments are again confirmed at the time the
annual audit is accepted, which is after the end of the fiscal year, which is not prohibited by state law. A schedule
showing the District's original and final budget amounts compared with amounts actually paid and received is provided
in the financial statements.

The Boartd approved a budget for 2022-2023 with no real estate tax millage increase. Actual revenues, excluding other
financing sources, ($85,646,216) were over budgeted revenues ($84,796,207) by $850,009. Actual local revenues were
over budget slightly by $97,704 (.46%). Actual siate subsidy revenues were over budget by $3,566,062 (6.7%),
primatily due to basic education subsidy exceeding budget by $1,187,034, along with an unbudgeted “level up
supplement” received totaling $878,648. Special Education, Transportation, and Rental subsidies were over budget
$281,447, $490,138, and $1,000,072 respectively. Social security and Retirement subsidies were under budget by
$253,505 and $104,666 respectively. Federal subsidies came in under budget by $2,813,757 (26.0%) primarily due to
COVID-19 related granis received by the District being under budget by approximately $2,458,358.

Actual expenditures, excluding other financing uses, ($74,159,041) were slightly under budgeted expenditures
($74,375,326) by $216,285 (.29%). There were various functional areas that were under budget as reflected on page 7
of the audit report. The three notable arcas where the District was under budget were for ‘regular programs’, ‘vocational
programs’, and ‘instructional staff services’ which were under budget by $1,152,974, $206,986, and $922,175
respectively.

CAPITAL ASSET AND DEBT ADMINISTRATION
CAPITAL ASSETS:

At June 30, 2023, the District had $85,842,638 invested in a broad range of capital assets, including land, site
improvements, buildings and furniture and equipment (net of depreciation). This amount includes $51,672,160 of
expenses incurred during the 2007-2008 through 2014-2015 years for renovations to the District and Connellsville. Area
Career and Technical Center. The overall investment in fixed assels represents a net decrease (including additions,
deletions and depreciation) of $4,566,136, or 5.05% from last year. Depreciation expense for 2022-2023 amounted to
$5,762,021 ($5,756,972 for governmental funds and $5,049 for business-type activities).
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

CAPITAL ASSETS: (Continued)

A comparative summary of the District’s investment in fixed assets is as follows:

JUNE 30, 2023 JUNE 30, 2022
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL TOTAL

Land $ 256,084 % - $ 250084 % 259,084
Site Improvements 685,913 - 685,913 776,729
Buildings and improvements 82,335,269 - 82,335,269 86,678,005
Furniture and Equipment 2,616,461 45,911 2,562,372 2,694,956
TOTAL $ 85,796,727 § 45911 $ 85842638 $ 90,408,774

DEBT ADMINISTRATION:

As of July 1, 2022, the District had total outstanding bond, note, and lease principal of $97,257,080. During 2022-2023
the District made payments against principal totaling $5,693,905 resulting in ending outstanding debt of $91,563,175 as
of June 30, 2023. The District is scheduled to make principal and interest payments totaling $5,313,053 during the
2023-2024 fiscal year.

The District's general obligation bond and note insured bond rating by Standard & Poor’s Ratings Services Group is
“AA” (Stable Outlook) with an underlying rating of “A-/Stable”.

Other obligations include long-term portion of compensated absences amounting to $2,911,417 for specific employees
of the District, a net OPEB liability of $14,579,437, and a net pension liability of $99,232,000 as more detailed in the
notes to the financial statements.

MAJOR FINANCIAL NEWS

The Connelisville Area School District was able to sustain the sound fiscal position that was achieved in the prior three
budget years by reducing actual costs to the deficit budget and recognized General Fund excess revenues over
expenditures for the 2022-2023 fiscal year of $3,147,248. It is the goal of the District to succeed both financially and
academically. The largest increase in revenues were from state sources and federal funds from ESSER Funds relating to
COVID relief.

The District does not expect significant growth in the near futare given the residential nature of the local economy.
Most of the industry is located in and around Connellsville with farming and recreational opportunities such as hiking,
biking, white water rafting and skiing confined to portions of the District. There does not appear to be any significant
growth in area industries including glass, closures (lids), bituminous coal, metal working machinery, wood products and
service-related industries. During the fiscal year 2020-2021, the District was awarded COVID related funding from the
Elementary and Secondary School Emergency Relief Fund (ESSER Fund and ESSER I Fund) from the Department of
Education and Pennsylvania Commission on Crime and Delinquency totaling $9,572,824. In addition, the District was
awarded $249,268 in Continuity of Education Equity GEER Grant Funding, and $48,063 in Special Education COVID-
19 Impact Mitigation Funding (SECIM). During the fiscal year 2021-2022 fiscal year, the District was awarded
additional COVID related funding from ARP ESSER in the amount of $15,304,069 and additional ARP ESSER set
asides of $1,382,878,.
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CONNELLSVILLE AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)

MAJOR FINANCIAL NEWS (Continued)

The expenditure budget for the 2023-2024 year is $1,465,889 higher than the final budget for 2022-2023. This was due
mainly to increases in costs associated with the District’s support services of $1,843,401 and special program instruction
of approximately $871,121. The Board of Education approved the budget, including a tax increase of .8406 mills, with a
millage rate of 15.0887. This budget was adopted with a deficit of $2,440,618. With the budget for the 2023-2024
school year the district is in the final year of expending COVID Funds. Several COVID related grants have been
expended in prior school years, leaving less money in the budget for these expenses. While the budget was a deficit
budget, when the siate passed their budget it contained a significant increase in the basic education funding. This should
Jessen the amount of a potential deficit.

CONTACTING THE DISTRICT FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, parents, students, investors and creditors with a
general overview of the District's finances and to show the Board of Director’s accountability for the money it receives.
1f you have questions about this report or wish to request additional financial information, please contact the Business
Office at Connellsville Area School District, 732 Rockridge Road, Connellsville, PA 15425-0861.
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CONNELLSVILLE AREA SCHOOL DISTRICT
STATEMENT OF NET POSITION
JUNE 30, 2023

ASSETS

Curront Assets:
Cash and Cash Equivalents
investments
Taxes Raceivable, net
Internal Balances
Due From Other Governments
Inventories
Other Accounts Receivable
Prepaid Expenses

Total Current Assets

Noncurrent Assets:
Land {non-depreciable)
Site improvements {nef)
Buikling and Building Improvements {net)
Furaiture and Equipment (net}
Totai Noncurrent Assets
TOTAL ASSETS

DEFERRED QUTFLOWS OF RESOURCES:
Deferred interest on Refunding
Deferred Bond Insurance Premiums
Deferred Outflows Related to Pensions
Deferred Outflows Related to OPEB
TOTAL DEFERRED QUTFLOWS OF RESOURCES
TOTAL ASSETS AND DEFERRED OUTFLOWS
OF RESOURCES

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Salaries and Benefits
Payroli Deductions and Withholdings
Bonds and Notes Payable (Current Portion}
Accrued Interest
Unsarned Revenue
Other Current Liabilities
Total Current Liabilities

Noncurrent Liabilities:
Bonds Payable - Long-Term Portion {Net)
Notes Payable - Long-Term Portion (Net)
Net Pension Liability
Net OPEB Liability
GCompensated Absences
Total Noncurrent Liabilities
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:
Deferred Inflows Related to Pensions
Deferred Inflows Related to OPEB
TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets (Deficit)
Restricted
Unrestricted {Deficit}
TOTAL NET POSITION (Deficit)
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESCURGCES, AND NET POSITION

EXHIBIT A

Governmental Business-Type

Activities Activities Total
$ 19,912,262 $ 1,964,706 $ 21,876,967
6,186,452 - 6,186,452
2,116,184 - 2,116,164
643,169 {643,169) -
5,103,002 10,420 5,413,422
- 69,357 69,367
57,893 - 57,893
858,778 - 858,778
[ 34,877,720 $ 1,401,313 $ 36,279,033
ki 259,084 $ - § 259,084
685,913 - 685,913
82,335,269 - 82,335,269
2,516,461 45,911 2,562,372
$ 85,795,727 $ 45,911 $ 55,842,638
$ 120,674,447 $ 1,447,224 $ 122,421,671
$ 1,707,333 $ - $ 1,707,333
33,216 - 33,216
14,249,041 547,471 14,768,512
1,509,040 31,272 1,540,312
$ 17,498,630 $ £78,743 $ 18,077,373
$  138473,077 $ 2,028,987 $ 140,199,044
$ 980,571 3 24,913 $ 1,006,484
8,170,746 - 8,170,746
101,452 - 101,452
5,050,187 - 5,060,187
808,681 - 808,681
218,806 5,689 224,495
144,798 - 144,798
$ 16,475,241 $ 30,602 $ 15,508,843
$ 81,622,538 $ - $ 81,622,538
6,067,088 - 6,067,988
95,560,416 3,671,584 99,232,000
14,427 626 151,811 14,579,437
2,914,447 - 2,911,417
$ 200,689,985 $ 3,823,395 $ 204,413,380
$ 216,065,226 $ 3,853,997 $ 219,919,223
% 4,516,470 $ 173,530 $ 4,690,000
3,058,403 43,903 3,102,398
$ 7,574,873 $ 217,623 $ 7,792,396
3 (5,208,030) $ 45,911 $  (5182,119)
- 184,352 184,352
{80,258,992) (2,275,818) (82,534,808)
$ (86,467,022} $ (2,048,663} $  (87,612,576)
$ 138,473,077 $ 2,025,967 $ 140,199,044

The accompanying notes are an integral part of these financial statements

1




Z

SjUSLUSIE)S |BIDUBUY SS8U3 JO Wed [esfaiu) ue sie sepou Builuedwoedde syl

(giszlg’l8) ¢ {ess'sro'z) $ (zzo'Lov'es) § {Nou3) £20T ‘0¢ UNL — UOINSO 19N

(169°1L91'98) (02r'2L5'T) (12z'685°cH) {uoyeq) ZZ0T ‘| Anf — UoHSOd 19N
g1i'6v98  § 198925 $ erezer'e $ uoniscd 1eN ul abueyn
szL'sir'se $ §i8'e $ v5L'60¥'GE  $ SOINUIATY [BISUSS [BIOL
9eL'¥e9 852'1 LiP'E29 SWODU| SNOSUBYSISIN
0£5'195 9L4'z $11'655 sBujuieg JuswsaAU]
661'6OY'EE - 66V 6O'SE PAOLISBIUN - SUOENGLIUDD PUE SWEID
9ze'rhe'l - o9ze'rie'l wswAeg jonsy xel Ausdoid
9ze'TIL'e - gza'zil'e sasoding [eiduss) 10} palAeT] SaXBL JSUI0
zirooz'es  $ - $ zir'ooe'sk  $ (1ou) sesoding [e1ausn) 1oy paIAsT saxe) Auadoid

SOXe
159NUBATY [elsUdD)

(s10'PaL’ot) $ Z6Y'SZS $ (sosz8z'ir) § esZ'izT 3 Gz8'629'ct $ TTe089'e $ £1£'682'98 $ juawiLLIaA0gy Aieuiild €301
LAY $ Z6Y'ETS $ - $ - 3 £16°29L'¢ § geg'osl $ 6LELEY'E $ sonianoy edAj-ssaulsng (2301
26¥'¢es $ Z6r'ETS $ - $ - $ ¢/6°20.'c ¢ geg'osk $ gie'ler's $ aoinag pood

:sagaloe adA-sssuisng

(sos'28Z°iF) $ {s05°28Z°iF) $ g5zl $ z58'198'62 $ Vee'ser's $ ¥66'£58°28 $ SBIIAIOY [EJUSLULLIBACY) [EJOL
{299'v52) (999'¥52) €GT'LLZ'T - - 616'GO¥'Z spun@yageq wie]-BuoT uo 1salsi
{o00's} (000'8) - €647l - £6L'€T s@oIAag AUNWILIOD

{o61'056) {961°056) - LLL'E9l £zZ0'ell 0£6'9ZZ'1L SAALDY JUSPNIS
(88¥%'6Z2'2) {ser'see'z) - gLL'Zer'y - 909'20L'9 uogeyodsuel] idnd
{ecr'v96'9) (8t 'v96'9) - 291'894 ZreLSL 1P6'688'L SB0IMISS Wl JO SsUBUAjUIEY| PUE UOREISAD
{ovs'2v5's) (gvs'L¥S'S) - 809'264 - ¥S1'0PE'D seoeg Hoddng |eiouell] pUB SANRASILIUPY
{250'/62'¢) {/50°L6.°E) - 282'00€"L - B£9'/50'S yoddng JUSpMS [BUCHITUISUL
(FLL'BLG°42) PLi'8i5'L2) % - $ ¢12'688'2C $ BL0O'EZZ'E $ gra'LrL'es uonongsu|

1SBIAISY [RJUSWLLIDAOD)
el SOAIPDY SANIABOY sUONgLIII0YD suonnquuen SAIIAIBG sasuadxy swelboidg/suociaung
adA]-ssoulsng [EJUSWLIAA0D) pue SJUEID pue SIUEID 10} saBisy)
jenden punelad

UOHISOd }oN Ul sebugyn
puE anuaAay (asuadx3) 19N

g 119iHX3

€202 '0£ ANNI Q3aN3 Jv3IA JHL W04

e ettt

I51U1SId TO0HDS V3aV ITHASTIINNOD

sonuaAay weiboid

STITIAILDY S0 LNINWILVLS



€

SjUBWISIE]S [e1oUBUY 953U JO Hed [eibajul ue sie ssjou BulAvedwosse ay

SIINVIVE ANNd ANV ‘S2OUN0SIY

40 SMOT4N1 AF¥¥343a 'SILLMEVIT V101

S3ONVTVE aNNd TY.LOL
paubisseun

paubissy
8iqepusdsuoN
ISIONYIVE ONNd

8866260 S3IDOMNOSIY 40 SMOTIEANI A3NH3430 TV10L

sexe |, ajeisy [ead Juenbuisg
:£398N0STH 40 SMOHINI 33430

s3Limavin wviol
senliger JUsLNg BYo
ANUIASY paulesun
sBuiployyIA Pue suoionpag flolked
s|yoUSg PUB SSUEES PSNIdNY
a|qeied SuNooY
spund Jayid o1 sng
is3Lmavnl

SIONYIVE QNN ANV ‘SFOUNOSI 40 SMOTIN! aaxyy=43a ‘sALTEYn

1.9'P6E°GE $  £0Z'vi9 § 696'65E°L ¢ g8F'voces $
g5£°188'ce $ - ¢  686°95E°) §  69¢'5Z52C §
919'9E1'9 - - 919°'9¢L'9
le¥'gss’ol - 696'65E"} 9EP'TEG'GL
51£'958 $ - $ - ¢ S1e'es8 $
686'6/E'1 $ - $ - $
£96'6/€L $ - $ - ¢ 686621 §
0ce'eeL 0l ¢  €0ZTvi9 $ - ¢ IZL'es¥e  §
eBL'FFL - - 264'vrl
908'8L2 ¥52'09 - 295951
ZSP'L0L - - ZSPEOL
orL'0L1'8 - - ovi'0LL'8
1/5'086 200'L6 - 695'€88
156'0LS $  /S6'0lS ¢t - $ - $
229'P6E'gE & 20Z'PL9 ¢ 686'GSE’L $ G8Frotes $
8/.'858 £9¥'C - 51£'068
£68'LG - - £68'LG
Z00'€0L'S 65.'L0Z - erT' L0B'Y
ozL'001'L - - 9z1'091'
¥91'941L'2 - - PoL'9LLE
Zst'esl'e - goc'sze' 080'658'Y
Z9Z'EZL6'6L ¢  186'69F $ £z9'8C ¢ gso'tirsl %
SONNd anNnd anNnd anNnd
TYLNIWNYIAOD  HELNHO TVDINHOAEL 193rodd TYyINEGD
IviolL ANY ¥33¥VvO IVLdYD |
£Z0Z 0% ANNT
SANNT TVININNMIACD
133HS IONVIVE

2 L1gIHX3

IoaLsid 100H0S vAYY 3 1 TASTIINNOD

SL3ISSVY TV.I0L
sasuadxg pledaid

3|qeAI@DSY SHNCIDY JBUID

SJUBLUILIBAOS) JBul0 wiol ang

spung J2yiQ wol sng

19U ‘SlGBADIRY SSXBL

SjUBUASaAU]

sjug|eanbl yseD pue ysed
‘s13ssyY



EXHIBIT D

CONNEELLSVILLE AREA SCHOOL DISTRICT
RECCNCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION
JUNE 30, 2023

Total Fund Balances - Governmental Funds $ 23,881,358

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

Capital assets used in governmental activities are not financial resources,
and therefore, are not reported as asseis in governmental funds. The cost
of assets is $172,131,800 and the accumulated depreciation is $86,335,073. 85,796,727

Property taxes receivable in the statement of net position, which will
not be available soon enough to pay for the current period's expenditures,
are deferred and not recognized as revenue in governmental funds. 1,379,989

Defarred outflows and Inflows of resources related to pensions and OPEB
are applicable to future periods and, therefore, are not reported in the funds.

Deferred outflows of resources related to pensions 14,249,041
Defarred outflows of resources related to OPEB 1,509,040
Deferred Inflows of resources refated to pensions (4,516,470}
Deferred inflows of resources related to OPEB (3,058,403)

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

Bonds and Notes Payable (Net) $ (92,740,713)
Deferred Interest on Refunding 1,707,333
Deferred Bond Insurance Premiums 33,218
Accrued interest on Debt (808,681)
Net Pension Liability {95,560,416)
Net OPEB Liability (14,427,626)
Accrued Compensated Absences (2,911.417 (204,708,304)
TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES (DEFICIT) $ {85,467,022)

The accompanying notes are an integral part of these financial statements
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EXHIBIT F

CONNELLSVILLE AREA SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

TQO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2023

TOTAL NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS $ 3,005,791

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

Capital outlays are reported in governmental funds as expenditures.

However, in the statement of activities, the cost of those assels is

allocated over thelr estimated useful lives as depreciation expense.

This is the amount by which depreciation expense ($5,756,872) exceads

capltal outlays ($1,187,168) in the perlod. (4,569,804}

Governmental funds report district pension contributions as expenditures.
However, in the statement of activities, the cost of pension benefits
earned net of employee contributions is reported as pension expense. 4,440,855

Proceeds from long-term debt obligations are recorded as revenues in the
governmental funds. However, in the statement of net position, these proceeds
and related costs are racognized as fong-term liabilites and contra-fliabilities. -

Bond issue premiums/discounts are recognized as reventue/expense in the fund
statements when the bond is issued. These amounts are recognized as part of long-term
debt in the government-wide financial statements and accreted over the life of the bond. 74,248

Deferred interest on the refunding of a bond issue and bond insurance premiums are
recognized as a contra long-term liability in the government-wide financial statements and
amortized as a component of interest expense over the life of the bond issue. (168,498)

Repayment of bond, note, and lease principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in the
statement of net position. 5,693,905

Interast on long-term debt in the statement of activities differs from the

amount reported in the governmental funds because interest is recognized

as an expenditure In the funds when It is due, and thus requires the use

of current financial resources. In the statemant of activities, however, interest

expense is recognized as the interest accrues, regardless of when it is due. 28,980

Because certain property taxes will not be collected for several

months after the District's fiscal year ends, they are not considered as

"available" revenues in the governmental funds. Deferred inflows of resources

increased by this amount this year. 68,927

in the statement of activities, certain operating expenses - compensated

absences and retiree bensfits - are measured by the amounts. earned

during the year. In the governmental funds, however, expenditures for these ifems
are measured by the amount of financial resources used (paid). This Is the
amount by which compensated absences and retiree health benefits earned

exceeded the amount paid. {542,155)
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 8,122,249

The accompanying notes are an integral part of these financial statements
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CONNELLSVILLE AREA SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES BUDGET AND ACTUAL
GOVERNMENTAL FUNDS - GENERAL FLUND

REVENUES
l.ocal Sources
State Sources
Federal Sources
Total Revenues

EXPENDITURES
Regular Pragrams
Special Programs
Vocational Programs
Other Instructional Programs
Non-Public School Programs
Pupil Personnel Services
Instructional Staff Services
Administrative Services
Pupil Health
Business Services
Operation & Maintenance of Plant Services
Student Transportation Services
Support Services - Ceniral
Other Support Services
Student Activities
Community Services
Total Expenditures
Excess (Deficiency) of Revenues
over Expenditures

OTHER FINANCING SOURCES (USES)

Insurance Recoveries
Budgetary Reserve
Capital Contributions
Operating Transfers Out
Total Other Financing Sources (Uses)

NET CHANGE IN FUND BALANCES
FUND BALANCE - JULY 1, 2022

FUND BALANCE - JUNE 30, 2023

FOR THE YEAR ENDED JUNE 30, 2023

EXHIBIT G

Budgeted Amounts Actual Variance with
Final Budget
Original Final (Budgetary Basis) Over (Under)
21,091,616 $ 21,091,616 $ 21,189,320 $ 97,704
52,887,593 52,887,593 56,453,655 3,566,062
10,816,998 10,816,998 8,003,241 {2,813,757)
84,796,207 $ 84,796,207 $ 85,646,216 $ 850,009
30,968,442 $ 31,395,624 3 30,242,650 $ {(1,152,974)
13,465,843 13,475,310 13,844,166 368,856
3,112,453 3,112,453 2,005,467 {206,986)
970,395 979,341 1,670,525 691,184
122,091 122,091 116,229 (5,862)
1,494,284 - 1,524,608 1,915,252 390,844
2,866,435 2,886,029 1,963,854 (922,175}
2,949,038 2,958,038 3,198,086 240,048
915,686 772,630 856,171 83,541
844,311 844,311 842,774 {1,537)
6,179,204 8,286,051 6,736,389 450,338
6,683,317 6,708,316 6,701,959 (6,357)
1,948,283 1,854,880 1,865,245 10,265
37,000 37,000 35,744 {1,256}
1,388,426 1,388,426 1,240,777 (147,649)
30,118 30,118 23,753 {6,365}
73,975,326 $ 74,375,320 $ 74,159,041 $ (216,285)
10,820,881 $ 10,420,881 $ 11,487,175 $ 1,086,204
- $ - $ 434,040 $ 434,040
(400,000) - - -
5,000 5,000 - {5,000)
(8,596,745} (8,596,745} (8,773,967) (177,222}
(8,891,745) § (8,591,745) § (8,339,927) _$ 251,818
1,829,136 $ 1,829,136 $ 3,147,248 $ 1,318,112
11,350,288 11,350,298 19,378,121 8,027,823
13,179,434 $ 13179434 $ 22,525,369 $ 9,345,935

The accompanying notes are an integral part of these financial statements
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CONNELLSVILLE AREA SCHOOL DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUND
JUNE 30, 2023

ASSETS
Current Assets:
Cash and Cash Equivalents
Due from Other Governments
Inventories
TOTAL CURRENT ASSETS

Noncurrent Assets:
Furniture & Equipment
TOTAL NONCURRENT ASSETS

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:
Deferred Outflows Related to Pension
Deferred Outflows Related to OPEB
TOTAL DEFERRED OUTELOWS OF RESOURCES
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Current Liabilities:
Accounts Payable
Due to Other Funds
Unearned Revenue
TOTAL CURRENT LIABILITIES

Noncurrent Liabilities:
Net Pension Liability
Net OPEB Liability
TOTAL NONCURRENT LIABILITIES
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:
Deferred Inflows Related to Pension
Deferred Infiows Related to OPEB
TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Restricted Net Position
Unrestricted (Deficit)
TOTAL NET POSITION (Deficit)
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND NET POSITION

The accompanying notes are an integral part of these financial statements
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EXHIBIT H

FOGCD
SERVICES
$ 1,964,705
10,420
69,357
$ 2,044,482
$ 45,911
$ 45,911
§ 2000303
$ 547 471
31,272
$ 578,743
$ 2,669,136
$ 24,913
643,169
5,689
$ 873,771
$ 3,671,584
151,811
$ 3,823,395
$ 4,497,166
$ 173,530
43,993
$ 247,623
$ 45,911
184,352
(2,275,816)
$ {2,045,553)
$ 2,669,136




CONNELLSVILLE AREA SCHOOL DISTRICT

EXHIBIT |

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2023

OPERATING REVENUES
Food Services Revenue
Total Operating Revenues

OPERATING EXPENSES
Personnel Services - Salaries
Personnel Services - Employee Benefits
Purchased Professional/Technical Services
Purchased Property Services
Food/Milk/Donated Commodities
Supplies
Other Objects
Depreciation
Total Operating Expenses

OPERATING INCOME/(LOSS)

NONOPERATING REVENUES (EXPENSES})
Earnings on Investments
State Sources
Federal Sources
Refund of Prior Year Expenses
Refund of Prior Year Revenues
Total Nonoperating Revenues (Expenses)

CHANGE IN NET POSITION
NET POSITION - JULY 1, 2022 (Deficit)

NET POSITION - JUNE 30, 2023 (Deficit)

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

SERVICES

$ 186,838

§ 186,838

$ 1,296,092
444,511
45,013
24,244
1,552,876
28,082
13,047

5,049

$ 3,409,814

$ (3,222,976

$ 2,116
483,187
3,274,786
1,259
21,505)

$ 3,749,843

$ 526,867

(2,572,420)
$ (2,045,553)




CONNELLSVILLE AREA SCHOOL DISTRICT

e e e e e el e r T

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2023

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

Net Cash Provided by {Used for) Operating Activities

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Fixed Asset Purchases
Net Cash Provided by {Used for) Non-Capital Financing Activities

CASH ELOWS FROM NON-CAPITAL FINANCING ACTIVITIES
State Sources
Federal Sources
Refund of Prior Year Expenses
Refund of Prior Year Revenues

Net Cash Provided by (Used for) Non-Capital Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Earnings on Investments
Net Cash Provided by (Used for) Investing Activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - JULY 1, 2022

CASH AND CASH EQUIVALENTS - JUNE 30, 2023

RECONCILIATION OF OPERATING INCOME {LOSS) TO NET CASH
PROVIDED {USED) BY OPERATING ACTIVITIES:

Operating Income (Loss)

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS)
TO NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:
Depreciation
Donated Commodities
{Increase) Decrease in Other Accounts Receivable
(Increase) Decrease in Inventories
{Increase) Decrease in Deferred Qutflows of Resources
Increase (Decrease) in Accounts Payable
increase (Decrease) in Net Pension Liability
Increase (Decrease) in Net OPEB Liability
Increase {Decrease) in Deferred Inflows of Resources
Increase (Decrease) in Unearned Revenue
Increase (Decrease) in Due to Other Funds

Total Adjustments
NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES

NONCASH NONCAPITAL FINANCING ACTIVITIES:
During the year, the District received $228,520 in food commodities
from the U.S. Department of Agriculture

The accompanying notes are an integral part of these financial statements
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EXHIBIT J

FOOD
SERVICES

$ 185,377
(2,059,224)
(1,242,965)

$ (3,116,812)

$ (8,718)
S (8718)

$ 493,187
3,040,970
1,259

(21,505

$ 3,513,911

$ 2,116
$ 2,118
$ 390,497

1,674,208

$ 1,964,706

$ (3,222,976)

5,049
228,520
72
180,267
81,401
12,411
217,153
(47,545)
(428,941)
{1,534
(140,689)
5 106,164

b (3,116,812)




CONNELLSVILLE AREA SCHOOL DISTRICT

STATEMENT OF NET POSITION

FIDUCIARY FUNDS

JUNE 30, 2023

ASSETS
Cash and Cash Equivalents
TOTAL ASSETS

LIABILITIES AND NET POSITION
LIABILITIES:
Other Current Liabilities
TOTAL LIABILITIES

NET POSITION:
Unrestricted
TOTAL NET POSITION
TOTAL LIABILITIES AND NET POSITION

EXHIBIT K

CACTC
STUDENT STUDENT
ACTIVITY ACTIVITY
CUSTODIAL CUSTODIAL
FUNDS FUNDS
$ 215829 $ 41,518
$ 215829 § 41,518
$ - % -
$ - 3 -
$ 215829 § 41,518
$ 215829 § 41,518
$ 215829 § 41518

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

CONNELLSVILLE AREA SCHOOL DISTRICT
STATEMENT OF CHANGES IN NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2023

CACTC
STUDENT STUDENT
ACTIVITY ACTIVITY
CUSTODIAL CUSTODIAL
FUNDS FUNDS
ADDITIONS
Student Club Qrganization Receipts $ 247,268 $ 68,314
TOTAL ADDITIONS $ 247,268 $ 68,314
DEDUCTIONS
Student Club QOrganization Disbursements $ 232,066 $ 67,694
TOTAL DEDUCTIONS $ 232,056 $ 67,694
CHANGE IN NET POSITION $ 15,212 $ 620
NET POSITION - JULY 1, 2022 200,617 40,898
NET POSITION - JUNE 30, 2023 $ 215,829 $ 41,518

The accompanying notes are an integral part of these financial statements
12




CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

REPORTING ENTITY

The Connellsville Area School District was establiished under the authority of an act of the state legisiature
that designated a school board as the governing body. The District operates eight elementary schools, two
junior high schools and one high school. This District also serves several surrounding municipalities, which
include the Townships of Bullskin, Connellsville, Dunbar, Saltlick and Springfield, the City of Connellsville, and
the Boroughs of Dawson, Dunbar, South Connellsville and Vanderbilt. The District operates under a locally
elected nine-member Board form of government and provides educational services as mandated by the
Commonwealth of Pennsylvania and selected federal agencies. The Board of Education has complete
authority over the operations and administration of the school district's activities. The Superintendent is the
chief administrative officer of the School District, with overall responsibility for all aspects of operations,
including education and finance. The Assistant to the Superintendent is responsible for budget and financial
operations. Both of these officials are appointed by the School District.

A reporting entity is comprised of the primary government, component units and other organizations that are
included to ensure the financial statements are not misleading. The primary government of the Connellsville
Area School District consists of all funds, departments, boards and agencies that are not legally separate
from the District. Generally accepted accounting principles defines component units as legally separate
entities that are included in the School District's reporting entity because of the significance of their operating
or financial relationships with the School District. For the Connellsville Area School District, this includes
general operations of the District and the Connellsville Area Career and Technical Center, food service, and
student related activities of the School District.

Effective July 1, 2001, the Board of Education of the School District assumed sole responsibility for the
operation of the Connellsville Area Career and Technical Center (CACTC), formerly the North Fayette Area
Vocational Technical School. Although the Career and Technical Center is a legally separate arganization,
the School District's Board of Education is also the governing body for the Career and Technical Center and
is financially accountable for their operations. In addition, the Career and Technical Center's student
enroliment consisted of students from the Connellsville Area School District exclusively. Accordingly, the
Career and Technical Center meets the criteria for inclusion as a component unit of the School District and
their financial activity is included (blended) in the accompanying financial statements.

The School District is associated with one jointly governed organization (Note 13) and one public entity risk
pool (Note 14). These organizations are:

« Jointly Governed Organization:
Intermediate Unit 1

¢ Public Entity Risk Pool:
Allegheny County Schools Health Insurance Consortium

The financial statements of the Connellsville Area Schoo! District have been prepared in conformity with
generally accepted accounting principies (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is responsible for establishing GAAP for state and local governments
through its pronouncements (Statements and Interpretations). The most significant of the School District's
accounting policies are as follows:
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

FINANCIAL STATEMENT PRESENTATION

GOVERNMENT-WIDE FINANCIAL STATEMENTS — The statement of net position (Exhibit A) and
the statement of activities (Exhibit B} display information about the School 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 School District that are governmental and those that
are considered business-type activities.

The government-wide statements are prepared using the economic resources measurement focus. That is
the same approach used in the preparation of the proprietary fund financial statements but differs from the
manner in which governmental fund financial statements are prepared. Governmental fund financial
statements therefore include reconciliations (Exhibit D and F) with brief explanations to better identify the
relationship between the government-wide statements and the statements for governmental funds.

The government-wide statement of activities (Exhibit B) presents a comparison between direct expenses
and program revenues for the District’s business-type activities (food service operations) and for each
function of the School District's governmental activities. Direct expenses are those that are specifically
associated with a service, program or department and are therefore clearly identifiable to a particular
function. Program revenues include charges paid by the recipient of the goods or services offered by the
program, and grants, subsidies and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues are presented
as general revenues of the School District. The comparison of direct expenses with program revenues
identifies the extent to which the business-type activity or government function is seif-financing or draws
from the general revenues of the School District.

FUND FINANCIAL STATEMENTS — Fund financial statements report detailed information about the
School District. Under generally accepted accounting standards, the focus of fund financial statements is on
maijor funds rather than reporting funds by type. Major funds represent the District's most important funds
and are determined based on percentages of assets, liabilities, revenues, and expenditures/expenses. For
Pennsylvania school districts, the General Fund is always considered a major fund. Each major fund is
presented in a separate column. Non-major funds are segregated and presented in a single column.
Fiduciary funds are reported by fund type.

BASIS OF ACCOUNTING AND MEASUREMENT FOCUS

The basis of accounting determines when transactions are recorded in the financial records and reported in
the financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Government funds use the modified accrual basis of accounting. Proprietary and fiduciary
funds use the accrual basis of accounting.

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.
All governmental fund types are accounted for using a fiow of current financial resources measurement
focus. The financial statements for governmental funds are a balance sheet, which generally includes onhly
current assets and current liabilities, and a statement of revenues, expenditures and changes in fund
balances, which reports on the sources (revenues and other financing sources) and uses (expenditures and
other financing uses) of current financial resources.

14




CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

BASIS OF ACCOUNTING AND MEASUREMENT FOCUS (Continued)

All proprietary fund types are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operation of these funds are included on
the statement of net position. The statement of changes in fund net position presents increases (revenues)
and decreases (expenses) in total net position. The statement of cash flows provides information about how
the School District finances and meets the cash flow needs of its proprietary activities. The fair value of
donated commodities used during the year is reported in the operating statements as an expense with a like
amount reported as part of federal source revenue.

Fiduciary funds are reported using the economic resources measurement focus.

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and available. Available
means that the resources will be collected within the current fiscal year or are expected to be collected soon
enough thereafter to be used to pay liabilities of the current fiscal year. For the School District, available
means expected to be received within sixty days of fiscal year-end.

Revenue resulting from non-exchange transactions, in which the School District receives value without
directly giving equal value in return, includes property taxes, grants and contributions. On an accrual basis,
revenue from property taxes is recognized in the fiscal year for which the taxes are levied. Revenues from
grants and contributions are recognized in the fiscal year in which all eligibility requirements have been
satisfied. On a modified accrual basis, revenue from non-exchange transactions must also be ‘available’
before it can be recognized.

The management of the Connellsville Area School District has determined that the revenues most
susceptible to accrual (measurable and available) at June 30, 2023 under the modified accrual basis are (1)
delinquent real estate and certain Act 511 taxes collected by the district within 60 days following the close of
the fiscal year, (2) federal and state subsidies earned in the fiscal year 2022-2023, (3) tuition due from other
Pennsylvania schooi districts, and (4) other miscellaneous revenues earned in fiscal year 2022-2023 but
received subsequent to June 30, 2023, On the governmental fund financial statements, delinquent real
estate tax receivables that will not be collected within the ‘available’ period have been reported as ‘deferred
inflows of resources’.

On the accrual basis of accounting, expenses are recognized at the time they are incurred.  The
measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. The primary expenditures deemed susceptible to
accrual at June 30, 2023, are those for which the Board of Education’s intention was to expense these items
as budgeted for the 2022-2023 official budget, and for which the District has incurred an obligation during
2023 but has not paid as of June 30, 2023.

Allocations of cost, such as depreciation and amortization, are not recognized in governmental funds but are
included as part of expenses in the government-wide statement of activities.
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

FUND ACCOUNTING

The School District uses funds to report on its financial position and the results of its operations during the
year. Fund accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain school district functions or activities. A fund is defined as a fiscal
and accounting entity with a self-balancing set of accounts. Funds are classified into three categories:
governmental, proprietary and fiduciary. Fund categories are defined as follows:

Governmental Funds — Governmental funds focus 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. Current liabilities are assigned fo the fund from which they
will be paid. The difference between governmental fund assets and liabilities is reported as fund balance.
The following are the School District's major and non-major governmental funds:

MAJOR GOVERNMENTAL FUNDS:

GENERAL FUND - The General Fund is used to account for all financial resources not required to
be accounted for in some other fund. The general fund balance is available for any purpose
provided it is expended according to the Commonwealth of Pennsylvania Public School Code.

CAPITAL PROJECT FUND - The Capital Project Fund accounts for financial resources used for
the acquisition, construction, or improvement of capital facilities and other assets financed through
the issuance of the District’ s general obligation bond issues.

DEBT SERVICE FUND - The Debt Service Fund is used to account for transfers from the General
Fund for the payment of principal and interest on general obligation bond/note issues and financed
purchase agreements outstanding.

NON-MAJOR GOVERNMENTAL FUNDS:

CAREER AND TECHNICAL CENTER FUND - The Career and Technical Center Fund represents
the activities of the Districts blended component unit — The Connelisville Area Career and
Technical Center.

Proprietary Funds — The Proprietary Fund is used to account for activities similar fo those found in
the private sector, where the determination of net income is necessary and useful to sound financial
administration. Goods or services from such activities can be provided either to outside parties (enterprise
funds) or to other departments or agencies within the School District (internal service funds). The Food
Service Fund is used to account for all financial resources of the District’s food service operations and is the
District's sole and major proprietary (enterprise) fund.
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

FUND ACCOUNTING (Continued)

Fiduciary Funds — 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 custodial funds. Trust funds are used fo account for assets held by the
School District under a trust agreement for individuals, private organizations, or other governments are
therefore not available to support the School District's own programs. Custodial funds report fiduciary
activities that are not held in a Trust or equivalent arrangement that meets specific criteria. The Districts’
Custodial Funds are comprised of various student organization activity accounts administered by the District
on behaif of the various student organizations of the District and the Career and Technical Center.

BUDGETS

On June 22, 2022, the Connellsville Area School District adopted its fiscal year June 30, 2023 annual
budget for the General Fund totaling $82,972,071 in accordance with the provisions of the Pennsylvania
School Code. The budget is prepared utilizing the modified accrual basis of accounting in accordance
with generally accepted accounting principies. The original and final budgetary amounts are reflected in
these financial statements (Exhibit G). All annual appropriations of the General Fund lapse at year-end.

The School District uses the following procedures in establishing this budgetary data:

a. Prior to May of the preceding fiscal year, the schoo! district prepares a budget for the next
succeeding fiscal year beginning July 1. The operating budget includes proposed expenditures
and the revenues and other sources of funds used to finance these expenditures.

b. At least 20 days prior to the date set for budget adoption, the budget is made available for public
inspection.

c. A meeting of the Board of Education is then held for the purpose of adopting the proposed
budget. The meeting may only be held after 10 days of public notification.

d. Prior to July 1, the budget is legally enacted through passage of a resolution by the Board of
Education.

e. The budget must be filed with the Commonwealth of Pennsylvania, Department of Education by
July 15 of the fiscal year or within 30 days of adoption.

f  Budgetary transfers are permitted after the first 90 days of the school district's fiscal year.

CASH AND CASH EQUIVALENTS

For the purposes of these basic financial statements, cash and cash equivalents include amounts in
demand deposit accounts and any other highly liquid, short-term investments, with original maturity terms of
less than three months.

INVESTMENTS
Under Section 440.1 of the Pennsylvania Public School Code of 1949, as amended, and PA Act 10 of 2016,

Connellsville Area School District is permitted to invest funds consistent with sound business practices in the
following types of investments:
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

INVESTMENTS (Continued)

I.  Obligations of (a) the United States of America or any of its agencies or instrumentalities
backed by the full faith and credit of the United States of America, (b) the
Commonwealth of Pennsylvania or any of its agencies or instrumentalities backed by
the full faith and credit of the Commonwealth of Pennsylvania, or (c) of any political
subdivision of the Commonwealth of Pennsylvania or any of its agencies or
instrumentalities backed by the full faith and credit of the political subdivision.

H Deposits in savings accounts, time deposits and share accounts of institutions insured by
the Federal Deposit Insurance Corporation {FDIC) to the extent that such accounts are
50 insured and, for any amounts above the insured maximum, provided that approved
collateral, as provided by law, is pledged by the depository.

.  U.S. government obligations, short-term commercial paper issued by a public corporation,
and banker's acceptances.

Investments of the Connellsville Area School District include deposits pooled for investment purposes
with the Pennsylvania Local Government Investment Trust (PLGIT) and the Pennsyivania Schoo! District
Liquid Asset Fund (PSDLAF). There were no deposit and investment transactions during the year that
were in violation of state statutes.

SHORT-TERM INTERFUND RECEIVABLES/PAYABLES

During the course of operations, numerous transactions occur between individual funds for goods provided
or services rendered. These receivables and payables are classified as 'due from/to other funds' on the
governmental funds balance sheet. For the purposes of the government-wide statement of net position,
governmental interfund receivables and payables have been eliminated. Amounts due between
governmental activities and business-type activities, if any, are presented as off-setting internal balances on
the statement of net position.

INVENTORIES

Inventories on the government-wide statement of net position (Exhibit A) and the proprietary fund statement
of net position (Exhibit H) are recorded at a combination of actual cost and fair value on a first-in first-out
basis. This inventory consists of purchased food and supplies and donated commodities from the u.s.
Department of Agriculture as part of the food service program. The School District does not inventory the
cost of such items as books and supplies, but rather records these items as expenditures in the
governmental funds and an expense in the government-wide statement of activities at the time of purchase.

CAPITAL ASSETS AND DEPRECIATION

General capital assets are those assets not specifically related to activities reported in the proprietary funds.
These assets are reported in the governmental activities’ column of the government-wide statement of net
position. Capital assets used by the proprietary fund are reported in both the business-type activity column
of the government-wide statement of net position and on the proprietary fund statement of net position.

Ali capital assets are recorded at cost (or estimated historical cost). Donated fixed assets are recorded at

fair value at the time of receipt. The School District maintains a capitalization threshold of $1,000. The cost
of infrastructure is included as part of site improvements in the government-wide statement of net position.
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY _OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

CAPITAL ASSETS AND DEPRECIATION (Continued)

Routine repair and maintenance costs that do not add to the value of the asset or extend its useful life are
charged as an expense in the government-wide statement of activities. All reported capital assets, except
land and construction in progress, are depreciated using the straight-line method over the following useful
lives;

GOVERNMENTAL BUSINESS-TYPE

CATEGORY ACTIVITIES ACTIVITIES
Site Improvements 15-20 years N/A
Buildings and Improvements 15-50 years N/A
Furniture and Fixtures 5-10 years N/A
Vehicles 7-10 years 5 Years
Equipment 5-10 years 3-10 years

The accounting and reporting treatment applied to the capital assets associated with a fund are determined
by its measurement focus. Capital assets purchased by governmental funds are recorded as expenditures
in the fund financial statements (Exhibit E). The results of capitalizing fixed assets net of depreciation on the
government-wide statement of net position and statement of activities, as opposed to recording these same
assets as an expenditure in the fund financial statements (Exhibit E), is reflected in the required
reconciliations of fund balance to net position (Exhibit D) and the changes in fund balances to the changes
in net position (Exhibit F).

LONG-TERM DEBT FINANCING COSTS

Bond issuance costs are recorded as expenditures in the governmental fund financial statements in the
year paid. The School District did not incur bond issuance costs during the 2022-2023 fiscal year.

PENSIONS

For the 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 Public School Employees’ Retirement System (PSERS), and additions to/deductions from
PSERS's fiduciary net position have been determined on the 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. Investment assets are reported at fair value.
More information on pension activity is included in Note 11.

OTHER POSTEMPLOYMENT BENEFITS

For the purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows
of resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
Public School Employees’ Retirement System (PSERS), and additions to/deductions from PSERS's
fiduciary net position have been determined on the 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. Investment assets are reported at fair value. More
information on other postemployment benefits activity is included in Note 12.
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

COMPENSATED ABSENGES

The School District reports compensated absences in accordance with the provisions of applicable GASB
Statements. Sick leave and vacation benefits are accrued as a liability at the time individuals become
eligible in accordance with the terms of the District's collective bargaining agreements. With regard to sick
leave, teachers and twelve-month employees are credited with ten days of sick leave annually to an
unfimited maximum. Upon retirement, administrators with at least ten years of service will be reimbursed for
unused sick days at a per diem rate of 50% of their daily rate up to 210 days. Teachers receive $100 per
day for each accumulated unused sick day up to 300 days. Custodians and secretaries are paid at one-half
rate for each accumulated unused sick day and 40% of daily rate, respectively, up to a maximum of 200
days. Cafeteria personnel are paid for each accumuiated unused sick day up to a maximum of 180 days.

With regard to vacation pay, District employees who are required to work on a twelve-month schedule are
credited with vacation rates which vary with length of service or job classification. Unused vacation days for
administrators and secretaries are added to sick days. Vacation days of other twelve-month employees are
noncumulative. The entire compensated absences liability of $2,911,417 is shown as a non-current liability
in the government-wide statement of net position. This amount includes $179,193 for the Connellsville Area
Career and Technical Center. For governmental fund financial statements, compensated absences are
recorded as expenditures when paid rather than accrued when earned as the likelihood of payment in the
immediate fiscal year with available expendable resources is not assured.

ACCRUED LIABILITIES AND LONG-TERM OBLIGATIONS

Ali payables, accrued fiabilites and long-term obligations are reported in the government-wide financial
statements. For the business-type activities, these obligations and all similar obligations are reported again
on the proprietary fund statement of net position (Exhibit H).

In general, payables and accrued liabilities that will be paid from governmental funds are reported on the
governmental fund financial statements regardless of whether they will be liquidated with current resources.
However, the non-current portion of compensated absences, retiree health benefits and health insurance
consortium liabilities that will be paid from governmental funds are reported as a liability in the fund financial
statements only to the extent that they will be paid with current, expendable, available financial resources.

In general, liabilities that mature or come due for payment during the fiscal year are considered to have

been paid with current available financial resources. Bonds and other long-term obligations that will be paid

from governmental funds are not recognized as a liability in the fund financial statements when due. The
District's General Fund is typically used to liquidate long-term liability obligations.

The results of recognizing these long-term obligations as liabilities on the government-wide statement of net
position and statement of activities, as opposed to recording these same obligations as an expenditure in
the fund financial statements (Exhibit E) only when paid, is reflected in the required reconciliations of fund
balance to net position (Exhibit D) and the changes in fund balances to the changes in net position (Exhibit
F).

UNEARNED REVENUE

Unearned revenue arises when the District receives resources before it has legal claim to them. This occurs
when grant monies are received prior to the incurrence of qualifying expenditures. in subsequent periods,
when both revenue recognition criteria are met, or when the School District has a legal claim to the resources,
the unearned revenue fiability is removed, and revenue is recognized.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Gontinued)

DEFERRED OUTFLOWS AND INFLOWS OF RESOURCES

In addition to assets, the financial statements will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and so will not be recognized
as an outflow of resources (expense) until then. The Schoo! District has four items that qualify for
reporting in this category. They are deferred interest on refunding of bonds, deferred bond insurance
premiums, and deferred outflows related to the School District's pension and OPEB plans, reported on
the governmental funds statement of net position {(Exhibit A).

In addition to liabilities, the financial statements will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recoghized as
an inflow of resources (revenue) until then. The Schooi District has three items that qualify for reporting in
this category. They are delinquent real estate taxes reported on the governmental funds balance sheet
(Exhibit C), and deferred inflows related to the School District's pension and OPEB plans, reported on the
governmental funds statement of net position (Exhibit A).

NET POSITION

Net position is classified into three categories according to external donor or legal restrictions or
availability of assets to satisfy District obligations. Net position is classified as follows:

e Net Investment in Capital Assets — This component of net position consists of capital assets net
of accumulated depreciation, and reduced by the outstanding balances of debt that is attributable
to the acquisition, construction and improvement of the capitai assets, plus deferred outflows of
resources less deferred inflows of resources related to those assets.

« Restricted Net Position —This component of net position consists of restricted assets reduced by
liabilities and deferred inflows related to those assets. The restricted net position of the District’s
Enterprise Fund of $184,352 is comprised of grants from the PA Department of Education totaling
$162,587 and donations totaling $21,765.

e Unrestricted — Consists of net position that does not meet the definition of ‘restricted’ or ‘net
investment in capital assets’. The District had an unrestricted deficit net position of $82,534,808
as of June 30, 2023.

When an expense is incurred that can be paid using either restricted or unrestricted resources (net
position), the School District's policy is to first apply the expense toward restricted resources and then
toward unrestricted resources.

FUND EQUITY

In the Balance Sheet — Governmental Funds (Exhibit C), fund balances are reported in specific categories
to make the nature and extent of the constraints placed on any entity’s fund balance more transparent in
accordance with GASB No. 54, Fund Balance Reporting and Governmental Fund Type Definitions. The
following classifications describe the relative strength of the spending constraints placed on the purposes
for which resources can be used:

o Non-spendable fund balance — amounts that are not in spendable form {such as inventory and

prepaid expenses) or are required to be maintained intact. The District's non-spendable fund
balance at June 30, 2023 totaled $856,315.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

FUND EQUITY (Continued)

« Restricted fund balance — amounts constrained to specific purposes by their providers (such as
grantors, bondholders, and high levels of government), through constitutional provisions, or by
enabling legislation.

« Committed fund balance — amount constrained to specific purposes by the School District itself,
using its highest level of decision-making authority; to be reported as committed, amounts cannot
be used for any other purpose unless the government takes the same highest-level action to
remove or change the constraint.

+ Assigned fund balance — amounts the School District intends to use for a specific purpose; intent
can be expressed by the governing body or by an official or body to which the governing body
delegates the authority. The District's assigned fund balance totaling $15,532,438 as of June 30,
2023 consists of 1) $3,560,112 for future health insurance increases, and 2) $1,252,8489 for future
PSERS increases, 3) $895,500 for future CAEA salary increases, and 4) $9,823,977 for other
post-employment benefits (OPEB).

« Unassigned fund balance — amounts that are available for any purpose.

The School District establishes (and modifies or rescinds) fund balance commitments by passage of an
ordinance or resolution. This is typically done through adoption and amendment of the budget. A fund
balance commitment is further indicated in the budget document as a designation or commitment of the
fund. The Board of Education has given authority to assign fund balance to the Business Manager.

When expenditures/expenses are incurred for purposes for which unrestricted (committed, assigned, and
unassigned) resources are available, and amounts in any of these unrestricted classifications could be
used, it is the District's general policy to spend the committed resources first, followed by assigned amounts.

Act 48 of 2003 prohibits school districts from increasing real property taxes beyond the annual index
increase permitted by law, unless the school district has adopted a budget for such school year that includes
an estimated ending unassigned fund balance which is not more than a specified percentage of the district's
total budgeted expenditures. For the Connellsville Area School District, estimated ending unassigned fund
balance must not exceed 8.0% of total budgeted expenditures.

ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles requires
the District's management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

OPERATING REVENUES AND EXPENSES

Operating revenues are those revenues that are generated directly from the primary activity of the
proprietary (enterprise) fund. For the Connelisville Area School District, these revenues are food service
charges for lunch and breakfast service. Operating expenses are the necessary costs incurred to provide
the aforementioned food service. Non-operating revenues of the District's food service proprietary fund are
(1) investment earnings, (2) state and federal subsidies, including donated commodities from the U.S.
Department of Agriculture, and (3) refund of prior year expenses. The District's non-operating expenses
include refund of prior year receipts.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ADQPTION OF GASB PRONOUNCEMENTS

The requirements of the following GASB Statements were adopted for the School District's 2022-2023
financial statements. Except where noted, the adoption of these pronouncements did not have a significant
impact on Connellsville Area School District’s financial statements.

« GASB issued Statement No. 91, ‘Conduit Debt Obligations’.

« GASB issued Statement No. 94, ‘Public-Private and Public-Public Partnerships and Availability
Payment Arrangements’.

o GASB issued Statement No. 96, ‘Subscription-Based Information Technology Arrangements'.

PENDING GASB PRONOUNCEMENTS

e« GASB issued Statement No 99, ‘Omnibus 2022. The provisions of this Statement related to
financial guarantees and the classification and reporting of derivative instruments are effective for
the School’s June 30, 2024 financial statements.

« GASB issued Statement No 100, ‘Accounting Changes and Error Correction’. The provisions of
this Statement are effective for the School's June 30, 2024 financial statements.

« GASB issued Statement No 101, ‘Compensated Absences’ The provisions of this Statement are
effective for the School's June 30, 2025 financial statements.

The effects of implementing these Statements on the Schoof's financial stafements have not yet been
determined.

NOTE 2 - CASH DEPOSITS AND INVESTMENTS

CASH DEPOSITS

At June 30, 2023, Connellsville Area Schoo! District had the following carrying values on its cash and cash
equivalents accounts:

BANK CARRYING
BALANCE VALUE
General Fund $ 19,868,530 $ 19,413,658
Capital Project Fund 28,623 28,623
Career & Technical Center Fund 477 631 469,981
Enterprise Fund 2,014,654 1,964,705
Custodial Fund 223,720 215,829
CACTC Custedial Fund 41,694 41,518

$ 22,654,852 $ 22,134,314

The difference between the bank balance and carrying value represents year-end reconciling items such as
deposits in transit and outstanding checks. The Federal Deposit Insurance Corporation (FDIC) coverage
threshold for government accounts is $250,000 per official custodian. This coverage includes checking and
savings accounts, meney market deposits accounts, and certificates of deposit.
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NOTE 2 - CASH DEPOSITS AND INVESTMENTS (Continued)

CASH DEPOSITS (Continued)

Custodial Credit Risk:

Custodial credit risk is the risk that in the event of a bank faiture, the District's deposits may not be returned
to it. The District does not have a separate policy for custodial credit risk in addition to the requirements of
State Law. As of June 30, 2023, $22,139,438 of the District's bank balance total is exposed to custodial
credit risk as this amount represents uninsured deposits collateralized with securities held by the pledging
financial institution or by its trust department or agent, but not in the School District's name. In accordance
with Act Number 72-1971 Session of the Commonwealth of Pennsylvania, the aforementioned deposits, in
excess of $250,000 are collateralized by securities pledged to a pooled public funds account with the
Federal Reserve System.

INVESTMENTS

The amortized cost and fair value and maturity term of the District's investments as of June 30, 2023 is as
follows:

Amortized
Cost/Fair No Stated
Value Maturity
Governmental:
PLGIT $ 5,186437 § 6,186,437
PSDLAF 15 15

$ 6,186,452 $ 6,186,452

The purpose of the Pennsylvania Local Government investment Trust (PLGIT) and the Pennsylvania School
District Liquid Asset Fund (PSDLAF) is to enable their available funds for investments authorized under the
Intergovernmental Cooperation Act of 1972,

The funds operate in a manner consistent with the SEC’s Rule 2(a)7 of the Investment Company Act of
1940. The funds use amortized cost to report net position to compute share prices. These funds maintain
net asset values of $1 per share. Accordingly, the fair value of the position in these funds is the same as the
value of these shares.

Custodial Credit Risk:

For an investment, custodial credit risk is the risk that in the event of the failure of the counterparty, the
District will not be able to recover the value of its investments or collateral security that are in the possession
of an outside party. The District’s investments in PLGIT and PSDLAF are not exposed to custodial credit
risk because their existence is not evidenced by securities that exist in physical or book entry form. The
District does not have a specific policy that would limit its investment choices to those with certain credit
ratings.

Interest Rate Risk:

The District has no formal investment policy that limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates.
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NOTE 2 - CASH DEPOSITS AND INVESTMENTS (Continued)

INVESTMENTS (Continued)
Credit Risk:

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
The District has no formal policy, in addition to the requirements of the Pennsylvania School Code that
limits its investment choices based on credit ratings by nationally recognized rating organizations. As of
June 30, 2023, PLGIT and PSDLAF were rated AAAm by the Standard and Poors nationally recognized
statistical rating organization.

Fair Value Measurements:

The Connelisville Area School District's investments are reported at fair value within the fair value
hierarchy established by generally accepted accounting principles. Generally accepted accounting
standards provide a framework for measuring fair value which establishes a three-level fair value
hierarchy that prioritizes the inputs to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices for identical assets or liabilities (level 1 measurements) and the lowest priority
to unobservable (level 3 measurements). The three levels of the fair value hierarchy are described
below:

o Llevel 1- Observable inputs that refiect quoted prices for identical assets or liabilities in active:
markets such as stock quotes.

« Level 2 - Includes inputs other than level 1 inputs that are directly or indirectly observable in the
marketplace such as yield curves or other market data.

o Level 3 - Unobservable inputs which reflect the reporting entity’s assessment of the assumptions
that market participants would use in pricing the asset or liability including assumptions about risk
such as bid/ask spreads and liquidity discounts.

Investments held in external investment pools such as PLGIT and PSDLAF are not subject to the
provisions of fair value measurements as they are recorded at amortized cost.

NOTE 3 - PROPERTY TAXES

The Connellsville Area School District levies property taxes August 1 of each fiscal year. The tax millage
assessment for the 2022-2023 fiscal year was 14.2481 mills, which represents $14.2481 of revenue for
every $1,000 of assessed property value. Taxpayers are entitled to a 2% discount if taxes are paid
subsequent to October 1. Taxes paid after November 30 are assessed a 10% penalty. Unpaid taxes are
submitted to Fayette County for collection. Tax collectors are required under Act 169 of the Commonwealth
of Pennsylvania to submit a reconciliation of their tax duplicate to the District by January 156t of the year
following levy. The final tax collector reconciliations reflected $1,358,621 in unpaid 2022 property taxes,
which represents 8.97% of the total assessed property taxes ($15,139,758) for the current fiscal year.

Taxes receivable as shown in the government-wide statement of net position includes delinguent property
taxes of $1,379,989. For purposes of the governmental fund financial statements, these delinquent property
taxes receivable, although measurable, do not meet the available criteria to finance current fiscal year
operations. Accordingly, this amount is equally off-set as a credit to ‘deferred inflows of resources’ in the
fund financial statements.
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NOTE 3 - PROPERTY TAXES (Continued)

The effect of recognizing property tax revenue when taxes are levied, as opposed to when they are received
using the ‘measurable and available’ criteria under the modified accrual basis of accounting, is reflected in
the required reconciliations of fund balance to net position (Exhibit D) and the changes in fund balances to
the changes in net position (Exhibit F). Taxes receivable are comprised of the following at June 30, 2023:

Delinquent Property Taxes $ 1,379,989
Delinquent Property Taxes (collected within 60 days) 479,638
Wage Taxes 233,162
Deed Transfer Taxes 23,375

$ 2,116,164

NOTE 4 - DUE FROM OTHER GOVERNMENTS

The amount of ‘due from cther govemments’, as reflected on the government-wide statement of net
position, is comprised of the following:

Governmental Business-Type

Commonwealth of Pennsylvania: Activities Activities
State Subsidies $ 3291414 % -
Federal Grants/Subsidies 1,486,918 10,420
Tuition - Other LEA's 324,670 -
$ 5103002 § 10,420

NOTE 5 — INTER-FUND RECEIVABLES/PAYABLES/TRANSFERS

Inter-fund receivables and payables as reflected on the governmental and proprietary funds balance sheets
(Exhibits C and H) are as follows:

RECEIVABLE PAYABLE
General Fund $ 1,160,126 $ -
Career & Technical Center Fund - 516,957
Food Service Fund - 643,169
$ 1,160,126 $ 1,160,126

These inter-fund obligations represent reimbursements due for routine operating costs paid by each
respective fund on behalf of the other funds. These obligations have been eliminated in the government-
wide statement of net position. Inter-fund transfers for the fiscal year were as follows:

TRANSFERS IN TRANSFERS OUT

General Fund $ - $ 8,773,967
Capital Project Fund 679,906 -
Debt Service Fund 8,094,061 -

$ 8,773,967 $ 8,773,967

Transfers from the General Fund to the Capital Project Fund totaling $679,908 were made for capital
expenses. Transfers from the General Fund to the Debt Service Fund totaling $8,094,061 were made to
meet required debt obligation payments of the School District.
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NOTE 6 — OTHER ACCOUNTS RECEIVABLE

The amount of ‘other accounts receivable’, totaling $57,893, as reflected on the government-wide statement
of net position is comprised miscellaneous reimbursements due the School District.

NOTE 7 - OTHER CURRENT LIABILITIES

The 'other current liabilities' balance of $144,798 as reflected on the government-wide statement of net
position, represents monies received and earmarked for the following programs and projects:

Sam Glick Scholarship $ 100,142
Madeline T. VanNosdein Scholarship 40,458
Health Fair 2,852
Miscellaneous 1,346

$ 144,798

NOTE 8 - CAPITAL ASSETS

A summary of the governmental and business-type fixed asset activity for the 2022-2023 fiscal year is as
follows:

Balance Balance
7/1/2022 Additions Deductions 6/30/2023
Governmental Activities:
Capital Assets, not being depreciated
Land $ 259,084 $ - 3% - % 259084
Total Capital Assets,
not being depreciated $ 259,084 $ - $ - § 259,084
Capital Assets, being depreciated
Site Improvements $ 2,909,557 $ 6298 § - $ 2915855
Building and Improvements 147,301,792 - - 147,301,792
Furniture and Equipment 20,908,696 "~ 1,180,870 434,496 21,655,070
Total Capital Assets,
being depreciated $ 171,120,045 $ 1,187,168 § 434,496  $171,872,716
Less: Accumulated depreciation
Site Improvements $ (2,132,830} $ 97.114) $ - § (2,229944)
Building and Improvements (60,623,787) (4,342,736} - (64,966,523)
Furnifure and Equipment (18,255 982) (1,317,122} (434,496} (19,138,608}

Total Accumulated Depreciation $ (81,012,597) $ (5756.972) $ (434,496) § (86,335,073)
Governmental Activities
Capital Assets, Net $ 90,366,532 $ (4,569,804) $ - % 85,796,727
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NOTE 8 - CAPITAL ASSETS (Gontinued)

Balance Balance
7/1712022 Additions Deductions 6/30/2023

Business-Type Activities:
Capital Assets, being depreciated

Furnifure and Equipment $ 329,181 $ 8718 § - % 337,899
Less: Accumutated
Depreciation {286,939} (5,049) - (291,988}
Business-Type Activities
Capital Assets, Net $ 42,242 $ 3669 § - % 45,911

Depreciation expense was charged to governmental functions as follows:

Instruction $ 4,247,204
Instructional Student Support 395,965
Administration & Financial Support Services 495,716
Operation & Maintenance of Plant Services 493,045
Pupil Transportation 16,454
Student Activities 107,688

$ 5,756,972

NOTE 9 — UNEARNED REVENUE

The amount of ‘unearned revenue’, as reflected on the government-wide statement of net position, is
comprised of the following:
GOVERNMENTAL BUSINESS-TYPE

ACTIVITIES ACTIVITIES
Federal Grants $ 162,584 $ -
Miscellaneous 56,222 -
Student Account Balances - 5,689
3 218,808 $ 5,689

NOTE 10 - LONG-TERM LIABILITIES

GENERAL OBLIGATION NOTES - SERIES OF 2011 (DIRECT BORROWING)

On June 8, 2011, the Connellsville Area School District issued General Obligation Note (State Public School
Building Authority) Series of 2011 in the amount of $15,300,000. The proceeds from the note are for the
complete renovation, including general construction, HVAC, plumbing, asbestos abatement, food service
and pool construction at Connellsville Area High School and to pay the costs associated with issuance of
the note. The note interest rate is 5.426% and is payable on September 1 and March 1 each year through
maturity. The note is scheduled to mature on September 1, 2026.
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NOTE 10 - LONG-TERM LIABILITIES (Continued)

DEFAULT PROVISIONS — GENERAL OBLIGATION NOTES — SERIES OF 2011

in the event of default, the School District will pay an amount equal to the sum of 1) the outstanding
amounts due under the Note, 2) all other amounts which the School District is obligated to pay under the
Note, and 3) such further amount as shall be sufficient to cover the costs and expenses of collection,
including a reasonable compensation the Authority, the Trustee, their agents and attorneys, and any
expenses of liabilities incurred by the Authority or Trustee (or its assignee). In case the Schooi District shall
fail to pay such amounts upon such demand, the Trustee shall be entitled and empowered to institute any
actions or proceedings at law or in equity for the collection of the sums so due and unpaid, including the
exercise of remedies pursuant to the Local Government Unit Debt Act and may prosecute any such action
or proceeding to judgement or final decree, an may enforce any such judgement or final decree against the
School District and collect in the manner provided by law out of the property of the School District the money
adjudged or decreed to be payable.

GENERAL OBLIGATION BONDS - SERIES OF 2019

In April of 2019 the Connellsville Area School District issued General Obligation Bonds, Series of 2019 in
the amount of $44,550,000. The proceeds from the bond issue will be used to 1) refund the District's
outstanding General Obligation Bonds, Series B of 2009, 2) refund the District's outstanding General
Obligation Bonds, Series A of 2014, 3) fund various capital improvements throughout the District, and 4} pay
the costs associated with issuance of the bonds. The bonds were issued in denominations of $5,000 with
interest payable on February 15 and August 16 each year through maturity. Interest rates on the bonds
range between 3% and 4%, with the bonds scheduled to mature on August 15, 2039. The bonds provide
for early redemption options for the School District as more fully described in the detailed Official Statement.

GENERAL OBLIGATION BONDS — SERIES A OF 2019

In August of 2019 the Connellsville Area School District issued General Obligation Bonds, Series A of 2019
in the amount of $11,185,000. The proceeds from the bond issue will be used to 1} currently refund the
District's outstanding General Obligation Bonds, Series of 2012, 2) fund various capital projects throughout
the District, and 3) pay the costs associated with the issuance of the bonds. The bonds were issued in
denominations of $5,000 with interest payable on May 15 and November 15 each year through maturity.
Interest rates on the bonds range between 2% and 2.25%, with the bonds scheduled to mature on May 15,
2033. The bonds provide for early redemption options for the School District as more fully described in the
detailed Officlal Statement.

GENERAL OBLIGATION BONDS — SERIES OF 2020

On July 13, 2020 the Connellsville Area School District issued General Obligation Bonds, Series of 2020 in
the amount of $20,120,000. The proceeds from the bond issue will be used to 1) refund the District's
outstanding General Obligation Bonds, Series of 2013, 2) refund the District's outstanding General
Obligation Bonds, Series A of 2013, and 3) pay the costs associated with the issuance of the bonds. The
bonds were issued in denominations of $5,000 with interest payable on May 15 and November 15 each
year through maturity. Interest rates on the bonds range between 2% and 4%, with the bonds scheduled to
mature on November 15, 2037. The bonds provide for early redemption options for the School District as
more fully described in the detailed Official Statement.
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NOTE 10 - LONG-TERM LIABILITIES (Continued)

GENERAL OBLIGATION BONDS — SERIES OF 2021

On September 30, 2021 the Connellsville Area School District issued General Obligation Bonds, Series of
2021 in the amount of $15,895,000. The proceeds from the bond issue will be used to 1) acquire certain
capital equipment that was previously leased to the District pursuant to an Equipment Lease Purchase
Agreement date June 30, 2017 between the District and First Security Finance, Inc. and 2} pay the cosis
associated with the issuance of the bonds. The bonds were issued in denominations of $5,000 with interest
payable on May 15 and November 15 each year through maturity. The interest rate on the bonds is 4%
with the bonds scheduled to mature on November 15, 2033. The bonds provide for early redemption
options for the School District as more fully described in the detailed Official Statement.

DEFAULT PROVISIONS ~ GENERAL OBLIGATION BONDS SERIES OF 2021

In the event of failure of the School District to pay or cause to be paid the interest on or principal of the
Bonds, as the same becomes due and payable, the holders of the Bonds shall be entitled to certain
remedies provided by the Local Government Unit Debt Act. Among the remedies, if the failure to pay shall
continue for 30 days, holders of the Bonds shall have the right to recover the amount due by bringing an
action in assumpsit in the Court of Common Pleas of Fayette County. The Act provides any judgement
shall have an appropriate priority upon the funds next coming into the treasury of the School District. The
Act also provides that upon a default of at least 30 days, holders of at least 25 percent of the Bonds may
appoint a trustee to represent them. The Act provides certain other remedies in the event of default, and
further qualifies the remedies described.

in connection with the District's various general obligation bond issues, the District entered into irrevocable
trust agreements to purchase U.S. Government Securities in an amount sufficient to fully service prior years
general obligation bond issues as they mature or are called. For financial reporting purposes, this debt is
considered defeased and therefore removed as a liability from the District's financial statements.

The difference between the District's defeased debt and the reacquisition price {amounts deposited with
escrow agent for refunding purposes) is considered ‘deferred interest’ and is being amortized over the life
of the new bond issue. The remaining amount of deferred interest on refunding totaling $1,707,333 is
refiected as ‘deferred outflows of resources' on the government-wide statement of net position. Total
amortization for the 2022-2023 fiscal year was $166,187 and was charged to the ‘Interest on Long-Term
Debt’ expense category in the statement of activities.

The School District paid bond insurance premiums in connection with its General Obligation Bonds —
Series of 2020 totaling $40,053. These costs are being amortized on a straight-line basis over the life of
the bond issue. The un-amortized amount of bond insurance premiums totaling $33,216 is reflected as
‘deferred outflows of resources’ on the government-wide statement of net position. Total amortization for
the 2022-2023 fiscal year was $2,311 and was charged to the ‘Interest on Long-Term Debt' expense
category in the statement of activities.

The School District paid bond discount costs in connection with its various outstanding general obligation
bond issues. These costs are being amortized on a straight-line basis over the life of the bond issues.
The un-amortized amount of bond discount totaling $315,187 is reflected as a component of ‘Bonds
Payable — Long-Term Portion {Net)' in the governmental activities’ column on the government-wide
statement of net position. Amortization expense on bond discount for the year ended June 30, 2023 was
$26,757. This amount was charged to the ‘Interest on Long-Term Debt' expense category in the
statement of activities.
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NOTE 10 - LONG-TERM LIABILITIES (Continued)

The School District's various general obligation bond issues were issued at premiums which are being
accreted as a component of interest expense on a straight-line basis over the life of the bond issues. The
un-accreted amount of bond premiums totaling $1,492,725 is reflected as a component of 'Bonds
Payable — Long-Term Portion (Net)’ in the governmental activities’ column on the government-wide
statement of net position. Premium accretion for the year ended June 30, 2023 was $101,005. This
amount was credited to the ‘Interest on Long-Term Debt’ expense category in the statement of activities.

A summary of the Connellsville Area School District's general obligation notes and bonds oufstanding at
June 30, 2023 is as follows:

JUNE 30, PRINCIPAL INTEREST PRINCIPAL INTEREST
2024 $ 2,040,187 § 830,178 $ 1,755,000 § 1,263,019

2025 2,077,335 830,178 1,506,000 1,187,819
2026 2,121,542 830,178 1,615,000 1,125,419
2027 1,869,111 415,082 1,985,000 1,053,419
2028 - - 2,070,000 972,319
2029-2033 - - 10,675,000 3,985,166
2034-2G38 - - 13,405,000 2,279,918
2038-2040 - 7.520,000 236,875

§ §,108.175 $ 2,005623 $ 40,530,000 5 12,093,954

YEAR END 2019A 2019A 2020 2020 2021 2021
JUNE 30, PRINCIPAL INTEREST PRINCIPAL INTEREST PRINCIPAL INTEREST
2024 $ 75,000 § 251,491 § 450,000 § 546,440 $ 730,000 & 252,103

2025 75,000 249,991 1,055,000 516,340 615,000 246,974
2026 75,000 248,491 1,085,000 473,540 585,000 240,405
2027 80,000 246,991 1,130,000 429,240 610,000 232,422
2028 585,000 245,391 1,165,000 383,340 1,545,000 215,428
2029-2033 4,025,000 1,008,384 6,445,000 1,233,750 7,965,000 628,643
2034-2038 3,700,000 624,333 7,115,000 402,352 1,600,000 19,160
2039-2040 2,215,000 86,840 - - - -
% 10,830,000 § 2,861,912 § 18,445,000 $ 3,985,002 $ 13,650,000 1,835,136

The following represents the changes in long-term liabilities for the District's governmental and business-
type activities during the 2022-2023 fiscai year:

Balance Balance Due Within
71112022 Additions Reductions 6/30/2023 One Year
Governmental Activities:
Direct Borrowings:
General Obligation Notes $ 10104358 $ - $ 1996183 § 8108175 § 2,040,187
Financed Purchase Agreement 2,722 - 2,722 - -
General Obligation Bonds 87,150,000 - 3,695,000 83,455,000 3,010,000
Net Pension Liability 89,808,569 5,651,847 - 95,560,416 -
Net OPEB Obligation 15,379,443 - 951,817 14,427 626 -
Compensated Absences 2,465,798 445,619 - 2,911,417 -
$ 104908532 § 6,007,466 & 6645722 $ 204462,634 $ 5,050,187
Balance Balance Due Within
7i1/2022 Additions Reductions 6/30/2023 One Year
Business-Type Activities:
Net Pension Liability $ 3454431 $ 217153 $ - § 3871584 3§ -
Net OPEB Obligation 199,356 - 47,545 151,811 -

$ 3653787 $ 217453 % 47,545 § 3,823,385 % -
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NOTE 11 — PENSION PLAN

The Connellsville Area School District participates in the Public School Employees' Retirement System
(PSERS). PSERS is a component unit of the Commonweaith of Pennsylvania. A brief description of the
plan, and summary of the plan's provisions, are as follows:

Plan Description

PSERS is a governmental cost-sharing multiple-employer 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 inciude all fuil-time public schoot employees, part-time hourly public
school employees who render at least 500 hours of service in the school year, and part-time per diem public
school employees who render at least 80 days of setvice in the school year in any of the reporting entities in
Pennsylvania. PSERS issues a publicly available financial report that can be obtained at www.psers pa.gov.

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 (¢) 35 or more years of 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, Membership Class T-E (Class T-E) and Membership Class T-F (Class T-F). To qualify for normai
retirement, Class T-E and Class T-F members must work untit age 65 with a minimum of 3 years of service
or attain a total combination of age and service that is equal to or greater 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 Class T-G (Class T-G) and Membership Class T-H (Class T-H)
and the separate defined contribution membership class, Membership Class DC (Class DC). To qualify for
normal retirerment, Class T-G and Class T-H members must work until age 67 with a minimum of 3 years of
cradited service. Class T-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 generally between 1% or 2.5%, depending upon membership class, of the member’s final
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 years of service, a member's right
to the defined benefits is vested and early retirement benefits may be elected. For Class T-E and Class T-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.
Such benefits are generally equal to 2% or 2.5%, depending upon membership class, of the member's final
average salary (as defined in the Code) multiplied by the number of years of credited service, but not less
than one-third 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 11 — 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 Class T-E and Class T-F
members) or who has at least five years of credited service (ten years for Class T-E and Class T-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:

Member Contribution Rates
Membership Continuous Employment Defined Benefit DC Total
Class Since (DB) Contribution | Contribution | Contribution
Rate Rate Rate
T-C Prior to July 22, 1983 5.26% N/A 5.25%/
6.25%
T-C On or After July 22, 1983 6.25% N/A 6.25%
T-D Prior to July 22, 1983 6.50% N/A 6.50%
T-D On or after July 22, 1983 7.50% N/A 7.50%
T-E On or after July 1, 2011 7.50% base rate N/A Prior to
with shared risk 7/1121-7.50%
provision After 7/1/21-
8.00%
T-F On or after July 1, 2011 10.30% base rate N/A Prior to
with shared risk TMi21-
provision 10.30% After
711/21-10.8%
TG On or after July 1, 2019 5.50% base rate 2.75% Prior to
with shared risk 711/21-8.25%
provision After 7/1/21-
9.00%
T-H On or after July 1, 2018 4.50% base rate 3.00% Prior fo
with shared risk 711/21-7.50%
provision After 7/1/21-
8.25%
pcC On or after July 1, 2019 N/A 7.50% 7.50%
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NOTE 11 — PENSION PLAN (Continued)

Contributions {Continued)

Member Contributions: (Continued)

Shared Risk Program Summary
Membership Definite Benefit Shared Risk Minimum Maximum
Class (DB) Base Rate Increment
T-E 7.50% +- 0.50% 5.50% 9.50%
T-F 10.30% +/- 0.50% 8.30% 12.30%
T-G 5.50% +/-0.75% 2.50% 8.50%
T-H 4.50% +/-0.75% 1.50% 7.50%

Employer Contributions

The school districts’ contractually required contribution rate for the fiscal year ended June 30, 2023 was
34.31%* of covered payroll, actuarially determined as an amount that, when combined with employee
contributions, is expected to finance the costs of benefits eared by employees during the year, with an
additional amount to finance any unfunded accrued liability. Contributions to the pension plan from the
District were $11,788,512 for the year ended June 30, 2023.

*The defined contribution rate of 0.20% is an estimated rate. It is recommended employers use the actual
defined contributions made to the PSERS defined contribution plan. This may impact contributions made to
the pension plan.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related o Pensions

At June 30, 2023, the School District reported a liability of $99,232,000 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2022, and the total pension fiability
used to calculate the net pension liability was determined by rolling forward the System’s total pension
liability as of June 30, 2021 to June 30, 2022. The School District's proportion of the net pension liability
was calculated utilizing the employer's one-year reported contributions as it relates to the total one-year
reported contributions. At June 30, 2023 the School District's proportion was .2232% which was a decrease
of .0042% from its proportion measured as of June 30, 2022.

For the year ended June 30, 2023, the School District recognized pension expense of $6,931,454. At June

30, 2023, the School District reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources;
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NOTE 11 —~ PENSION PLAN (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resocurces Related to Pensions (Continued)

Deferred Outflows Deferred Inflows
of Resources of Resources

Difference between expected and

actual experience S 45,000 S 858,000
Changes in assumptions 2,963,000 -
Net difference between projected and

actual investment earnings - 1,683,000
Changes in proportion - 2,149,000
Contributions subsequent to the ‘

measurement date 11,788,512 -

S 14,796,512 $ 4,690,000

The $11,788,512 reported as deferred outflows of resources related to pensions resulting from School
District contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability for the measurement year ended June 30, 2023,

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as foltows:

Measurement Reporting
Date Date
Year ended Year ended Amortization
June 30, June 30, Amount

2023 2024 S  (556,000)
2024 2025 (407,000)
2025 2026 {3,070,000)
2026 2027 2,351,000

Changes in Actuarial Assumptions

The Total Pension Liability as of June 30, 2022, was determined by rolling forward the System’s Total
Pension Liability as of the June 30, 2021 to June 30, 2022 using the following actuarial assumptions,
applied to all periods included in the measurement:

Valuation Date — June 30, 2021

Actuarial cost method — Entry Age Normal — level % of pay.

Investment return — 7.00%, includes inflation at 2.75%

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% PubT-2010 and 50% PubG-2010 Retiree Tables for
Males and Females, adjusted to reflect PSERS’ experience and projected using a modified version
of the MP-2020 Improvement Scale.

e The discount rate used to measure the Total Pension Liability was 7.00% as of June 30, 2021

and as of June 30, 2022.

35




CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 11 — PENSION PLAN (Continued)

Changes in Actuarial Assumptions (Continued)

» Demographic and economic assumptions approved by the Board for use effective with the June
30, 2021 actuarial valuation:

- Salary growth rate — decreased from 5.00% to 4.50%

- Real wage growth and merit or seniority increases (components for salary growth) —
decreased from 2.75% and 2.25% to 2.50% and 2.00% respectively.

- Mortality rates — Previously based on the RP-2014 Mortality Tables for Males and
Females, adjusted to reflect PSERS' experience and projected using a modified version
of the MP-2015 Mortality Improvement Scale. Effective with the June 30, 2021 actuarial
valuation, mortality rates are based on a blend of 50% PubT-2010 and 50% PubG-2010
Retiree Tables for Males and Females, adjusted to reflect PSERS' experience and
projected using a modified version of the MP-2020 Improvement Scale.

The actuarial assumptions used in the June 30, 2022 valuation were based on the resuits of an actuarial
experience study that was performed for the five-year period ending June 30, 2020.

The long-term 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 inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation.

The pension plan’s policy in regard to the allocation of invested plan assets is established and may be
amended by the Board. Plan assets are managed with a long-term objective of achieving and maintaining a
fully funded status for the benefits provided through the pension.

Long-Term

Target Expected Real
Asset Class Allocation Rate of Return
Global public equity 28.0% 5.30%
Private equity 12.0% 8.00%
Fixed Income 33.0% 2.30%
Commodities 9.0% 2.30%
Infrastructure/MLP's 9.0% 5.40%
Real estate 11.0% 4.60%
Absolute return 6.0% 3.50%
Cash 3.0% 0.50%
Leverage -11.0% 0.50%

100%

The above table was the Board's adopted asset allocation policy and best estimates of geometric real rates
of return for each major asset class as of June 30, 2022.

Discount Rate

The discount rate used to measure the total pension liability 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,
actuarially determined. Based on those assumptions, the pension plan’s fiduciary net position was
projected 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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NOTE 11 — PENSION PLAN (Continued)

Sensitivity of the School District's propottionate share of the net pension liability to changes in the
discount rate

The following presents the net pension liabllity, calculated using the discount rate of 7.00%, as well as what
the net pension liability would be if it were calculated using a discount rate that is 1-percentage point lower
(6.00%) or 1-percentage-point higher (8.00%) than the current rate:

Current
1% Discount 1%
Decrease Rate Increase
6.00% 7.00% 8.00%
School District's proportionate share of
the net pension liability S 128,350,000 S 99,232,000 S 74,682,000

Pension plan fiduciary net position

Detailed information about PSERS' fiduciary net position is available in PSERS Annual Comprehensive
Financial Report which can be found on the System’s website at www.psers. pa.qov.

NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION

PSERS — HEALTH INSURANCE PREMIUM ASSISTANCE PROGRAM

General Information about the Health Insurance Premium Assistance Program

PSERS provides Premium Assistance, which is a governmental cost sharing, multiple-employer other
postemployment benefit plan (OPEB) for all eligible retirces 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 Assistance benefits for each succeeding year,
Effective January 1, 2002, under the provisions of Act 9 of 2001, participating efigible retirees are entitled to
receive premium assistance payments equai to the lesser of $100 per month or their out-of-pocket monthly
health insurance premium. To receive premium assistance, eligible retirees must obtain their health
insurance through either their school employer or the PSERS’ Health Options Program. As of June 30,
2022, there were no assumed future benefit increases to participating eligible retirees.

Premium Assistance Eligibility Criteria

Retirees of the System (PSERS) can participate in the Premium Assistance program if they satisfy the
following criteria:

e Have 24 % or more years of service, or
¢ Are adisability retiree, or
e 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:
e Attain Medicare eligibility with 24 %% or more eligibility points, or

« Have 15 or more eligibility points and terminated after age 67, and
« Have received all or part of their distributions.
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NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continued)

PSERS — HEALTH INSURANGCE PREMIUM ASSISTANCE PROGRAM (Continued)

Plan Description

Connellsville Area School District employees participate in the PSERS - Health Insurance Premium
Assistance program, which is a governmental cost sharing, muttiple-employer 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 full-time public-school employees, part-time hourly
public school employees who render at least 500 hours of service in the school year, and part-time per diem
public schoo! 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 available financial report that can be obtained at
WWW,DSErs.pa.gov.

Benefits Provided

Participating eligible retirees are entitied to receive premium assistance payments equal to the lesser of
$100 per month or their out-of-pocket monthly health insurance premium. To receive premium assistance
eligible retirees must obtain their health insurance coverage through either their school employer or PSERS'
Health Options Program.

Employer Contributions

The District's contractually required contribution rate for the fiscal year ended June 30, 2023 was 0.75% 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 liability. Contributions to the OPEB plan from the District were $256,198 for
the year ended June 30, 2023.

OPEB _Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

At June 30, 2023, the District reported a liability of $4,103,000 for its proportionate share of the net OPEB
liability. The net OPEB fiabiliy was measured as of June 30, 2022, and the total OPEB liability used to
calculate the net OPEB liability was determined by roliing forward the System's total OPEB liability as of
June 30, 2021 to June 30, 2022. The District's proportion of the net OPEB liability was caiculated utilizing
the employer's one-year reported covered payroll as it relates to the total one-year reported covered payroll.
At June 30, 2023, the District's proportion was 0.2229%, which is a decrease of .0044% from its proportion
measured as of June 30, 2022.

For the year ended June 30, 2023, Connellsville Area School District recognized OPEB expense of

$53 355, At June 30, 2023, 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 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continuec)

PSERS ~ HEALTH INSURANCE PREMIUM ASSISTANCE PROGRAM (Continued)

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

Deferred Outflows Deferred Inflows
of Resources of Resources

Difference between expected and

actual experience S 38,000 5 22,000
Changes in assumptions 456,000 969,000
Net difference between projected and '

actual investment earnings 11,000 -
Changes in proportion 84,000 198,000
Contributions subsequent to the

measurement date 256,198 -

s 845,198 s 1,189,000

The $256,198 reported 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 for the measurement year ended June 30, 2023. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to OPEB will be recognized in OPEB expense as
follows:

Measurement Reperting
Date Date
Year ended Year ended Amortization
June 30, June 30, Amount
2023 2024 S {165,000)
2024 2025 {72,000)
2025 2026 {85,000)
2026 2027 (131,000)
2027 2028 (147,000)
Thereafter Thereafter -

Acfuarial Assumptions

The Total OPERB Liability as of June 30, 2022, was determined by rolling forward the System’s Total OPEB
Liability as of June 30, 2021 to June 30, 2022 using the following actuarial assumptions, applied to all
periods included in the measurement:

« Actuarial Cost Method — Entry Age Normal — level % of pay.

e Investment Return — 4.09% based on the S&P 20 Year Municipal Bond Rate.

 Salary Increases — Effective average of 4.50%, comprised of inflation of 2.50% and 2.00% for real
wage growth and for merit or seniority increases.

e 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.
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NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continued)

PSERS — HEALTH INSURANCE PREMIUM ASSISTANCE PROGRAM (Continued)

Actuarial Assumptions {Continued)

« Mortality rates were based a blend of 50% PubT-2010 and 50% PubG-2010 Retiree Tables for
Males and Females, adjusted to reflect PSERS' experience and projected using a modified version
of the MP-2020 Improvement Scale.

» Participation rate:

- Eligible retirees will elect to participate Pre age 65 at 50%
- Eligible retirees will elect to participate Post age 65 at 70%

The actuarial assumptions used in the June 30, 2021 valuation were based on the results of an actuarial
experience study that was performed for the five-year period ending June 30, 2020.

The following assumptions were used to determine the contribution rate:

e The results of the actuarial valuation as of June 30, 2020 determined the employer contribution rate
for fiscal year 2022.

« 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: The actual data for retirees benefiting under the Plan as of June 30, 2021 was
used in lieu of the 63% utilization assumption for eligible retirees.

o Mortality Tables for Males and Females, adjusted to reflect PSERS' experience and projected using
a modified version of the MP-2015 Mortality Improvement Scale.

Investments consist primarily of short-term assets designed to protect the principal of 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.

The OPEB plan’s policy in regard to the allocation of invested plan assets is established and may be
amended by the Board. Under the program, as defined in the retirement code, employer contribution rates
for Premium Assistance are established to provide reserves in the Health Insurance Account that are
sufficient for the payment of Premium Assistance benefits for each succeeding year.

Long-Term
Target Expected Real
OPEB - Asset Class Allocation Rate of Return
Cash 100.0% 0.5%

100.0%

The above table was the Board's adopted asset allocation policy and best estimates of geometric real rates
of return for each major asset class as of June 30, 2022,
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NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continued)

PSERS — HEALTH INSURANCE PREMIUM ASSISTANCE PROGRAM (Continued)

Discount Rate

The discount rate used to measure the Total OPEB Liability was 4.09%. Under the plan’s funding policy,
contributions are structured for short term 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 reserves that are sufficient
for the payment of Premium Assistance benefits for each succeeding year. Due to the short-term funding
policy, the OPEB plan's fiduciary net position was not projected to be sufficient to meet projected future
benefit payments, therefore the plan is considered a “pay-as-you-go” plan. A discount rate of 4.08% which
represents the S&P 20-year Municipal Bond Rate at June 30, 2022, was applied to all projected benefit
payments to measure the total OPEB liability.

Sensitivity of the Net OPEB Liability to Change in Healthcare Cost Trend Rates

Healthcare cost trends were applied to retirees receiving less than $1,200 in annual Premium Assistance.
As of June 30, 2022, retirees Premium Assistance benefits are not subject to future healthcare cost
increases. The annual Premium Assistance reimbursement for qualifying retirees is capped at a maximum
of $1,200. As of June 30, 2022, 93,293 retirees were receiving the maximum amount allowed of $1,200 per
year and 582 members were receiving less than the maximum amount aflowed of $1,200 per year. The
actual number of retirees receiving less than the $1,200 per year cap is a small percentage of the total
population and has a minimal impact on Healthcare Cost Trends as depicted below.

The following presents the net OPEB liabifity for June 30, 2022, calculated using current Heaithcare cost
trends as well as what the District net OPEB liability would be if its health cost trends were 1-percentage
point lower or 1-percentage-point higher than the current healthcare cost frend rate:

Current
1% Trend 1%
Decrease Rates Iincrease
Net OPEB Liability $ 4,103,000 $ 4,103,000 $ 4,103,000

Sensitivity of the proportionate share of the Net OPEB liability to changes in the Discount Rate

The following presents the net OPEB liability, calculated using the discount rate of 4.09%, as well as what
the net OPEB liability would be if it were calculated using a discount rate that is 1-percentage point lower
(3.09%) or 1-percentage-point higher (5.09%) than the current rate:

1% Current Discount 1%
Decrease Rate Increase
3.09% 4.09% 5.09%
Net OPEB Liability $ 4,640,000 3 4,103,000 $ 3,654,000

OPEB plan fiduciary net position

Detailed information about PSERS’ fiduciary net position is available in PSERS Comprehensive Annual
Financial Report which can be found on the System’s website at www.psers.pa.gov.
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NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continued)

DISTRICT- POST-RETIREMENT HEALTHCARE BENEFIT PLAN

Plan Description

The Connelisville Area School District provides for post-employment health care benefits to all eligible
employees covered by specific collective bargaining agreements entered into between the District and its
personnel. To be eligible, participants must have at least ten (10) years of continuous service in the
Connellsville Area School District and be of normal retirement age as defined by the PSERS (Note 11).

The above program was established by the authority of The Connellsvile Area School District Board of
Education. The program entitles eligible employees to health care benefits (health insurance only) for
varying terms which range between 4 and 8 years. Employees are responsible for reimbursing the District
for the PSERS health benefit contribution and any premium share in effect at the date of retirement.

The plan is unfunded and does not issue a publicly available financial report. These benefits are accounted
for in accordance with GASB Statement No. 75, Accounting and Financial Reporting by Employers for Post-
employment Benefits Other Than Pensions.

Funding Policy

The govermnmental fund financial statements account for these benefits on a pay-as-you-go basis and are
budgeted for and paid from the School District's General Fund. During the 2021-2022 fiscal year, the
Connellsville Area School District paid approximately $292,194 in refiree health care costs, which includes
$7,182 from the Connelisville Area Career and Technical Center.

Participant Data

The July 1, 2020 valuation (projected to June 30, 2022), reflected the following participant data:

PARTICIPANT
DATA

SCHOOL DISTRICT:

Active employees 340
Inactives 39
Total 379
CAREER & TECHNICAL CENTER:

Active employees 28
Inactives 3
Total 31
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JUNE 30, 2023

NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continued)

DISTRICT- POST-RETIREMENT HEALTHCARE BENEFIT PLAN (Continued)

Changes in the Total OPEB Liability

The District's total OPEB liability of $8,823,977 was measured as of July 1, 2022 and was determined by an
actuarial valuation performed as of July 1, 2022. The July 1, 2022 valuation reflected the following change
in total OPEB liability:

SCHOOL CAREER &
DISTRICT TECH CENTER TOTAL

Balance at June 30, 2022 $ 9,645,861 § 644,938 $ 10,190,799
Changes for the year:
Service Cost 395,447 31,480 426,927
Interest 346,488 23,589 370,077
Changes of benefit terms - - -
Differences between expected and

actual experience {156,784) (27,408) (184,189)
Changes of assumptions or ather inputs - - -
Benefit payments (307,035) (20,142) {327,177)

Net Changes 278,116 _ 7,522 285,638
Balance at June 30, 2023 $ 9,823,977 § 652460 § 10,476,437

Actuarial Assumptions

Actuarial Cost Method — Entry Age Normal Percentage of Pay

Medical Inflation Rate — 6.5% increase in first year, 6% in the second year, decreasing by
0.5% per year to an ultimate rate of 5%

Asset Valuation Method — Market Value

inflation — 2.6%

Wage Inflation — 3%

Salary Increases — 3.00% average, inciuding inflation

Investment Rate of Return — 3.65% (at 6/30/2023) and 3.54% (at 6/30/2022), per the
Bond Buyer Municipal Bond index AA

Retirement Age — Eligible for unreduced PSERS benefit with 10 years

Mortality — RP-2000 Combined Healthy with Scale BB

OPEB Expense

SCHOOL CAREER &
DISTRICT TECH CENTER TOTAL

Service Cost $ 305447 § 31480 § 426,927
Interest 346,488 23,589 370,077
Changes of benefit terms - - -
Recognition of experience changes (87,334) (3,279) {90,613)
Recognition of assumption changes (87,666) {4,818) {92,484)
Benefit payments - - -

OPEB Expense $ 566,935 & 46,972 § 613,907
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JUNE 30, 2023

NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continued)

DISTRICT- POST-RETIREMENT HEALTHCARE BENEFIT PLAN (Continued)

Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB

For the year ended June 30, 2022, Connellsville Area School District recognized OPEB expense of
$613,908. At June 30, 2023, the School District reports deferred outflows of resources and deferred inflows

of resources related to OPEB from the following sources;

Deferred Qutflows

Deferred Inflows

: of Resources of Resources
SCHOOL DISTRICT:
Difference between expected and
actual experience 5 585,172 S 1,304,760
Changes in assumptions ' - 454,109
S 585,172 s 1,758,869
CAREER 8 TECHNICAL CENTER:
Difference between expected and
actual experience S 109,942 $ 131,353
Changes in assumptions - 23,174
S 109,942 S 154,527
TOTAL S 695,114 S 1,913,396

The amounts reported as deferred inflows/outflows of resources related to OPEB will be recognized in

OPEB expense as follows:

SCHOOL CAREER &
DISTRICT TECH CENTER TOTAL
Year ended Amortization Amortization Amortization
June 30, Amount Amount Amount
2024 S (175,000) 3 {8,097) S (183,097)
2025 (162,187) (8,097) {170,284)
2026 (130,817) (8,097) (138,914)
2027 (130,817} {5,078) {135,895)
2028 (130,817} (3,844) (134,661)
2029 and beyond (444,059) (11,372) (455,431}
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 12 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (Continued}

DISTRICT- POST-RETIREMENT HEALTHCARE BENEFIT PLAN (Continued)

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following is the Total OPEB Liability to the District, as well as the Total OPEB Liability using a discount
rate that is 1-percentage-point lower or 1-percentage-point higher than the current discount rate:

1% Discount i%
Decrease Rate Increase
2.65% 3.65% 4,65%
Total OPEB Liability - School District S 10,634,697 S 9,823,977 S 9,070,153
Total OPEB Liability - Career & Tech Center 704,602 652,460 604,508
TOTAL $ 11,339,299 $ 10,476,437 S 9,674,661

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates

The foliowing is the Total OPEB Liability to the District, as well as the Total OPEB Liability using heaithcare
cost trend rates that are 1-percentage-point lower or 1-percentage-point higher than the current healthcare
cost trend rates:

1% Trend 1%
Decrease Rates Increase
Total OPEB Liahility - School District S 8,762,313 S 9,823,977 S 11,050,298
Total OPEB Liability - Career & Tech Center 585,743 652,460 730,119
TOTAL S 9,348,056 S 10,476,437 $ 11,780,417

NOTE 13 - JOINTLY GOVERNED ORGANIZATION

INTERMEDIATE UNIT 1

The Connellsville Area School District participates with other local educational agencies located in Fayette,
Washington, and Greene Counties in the Intermediate Unit 1 {IU1). The IU1 was established in 1971 by Act
102 of the Commonwealth of Pennsylvania to function as a regional educational service agency for specific
school districts located within the aforementioned tri-county region. The Intermediate Unit 1 is governed by
a thirteen (13) member board appointed by the participating school districts on a rotating basis. The U1
provides services relative to curriculum development, continuing education, educational planning,
instructional materials, pupil personnel, state and federal agency liaison and managerial oversight. The
Board of Fducation of each participating school district approves the 1U1 annual operating budget. The
Connellsville Area School District's operating contribution to [U1 for the 2022-2023 year was $36,681
through state subsidy withholdings during the 2022-2023 year. The intermediate Unit 1 issues separate
financial statements annually which can be obtained by contacting the {U1 directly.
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NOTE 14 - RISK AND UNCERTAINTIES

GENERAL INSURANCE

The Connelisville Area School District is exposed to various risks of loss related to tort; theft of, damage to,
and destruction of assets, errors and omissions; injuries to employees; and natural disasters. These risks
are covered by commercial insurance purchased from independent third parties.

HEALTH INSURANCE

The Connelisville Area School District is one of sixty members of the Allegheny County Schools Health
Insurance Consortium (Consortium) which purchases health benefits on behalf of participating public-school
districts. The School District is billed monthly based on employee count and coverage information at rates
established by the Consortium at the beginning of each fiscal year. As the Consortium is self-insured, rates
are established with the objective of satisfying estimated claims and other costs, as well as maintaining
working capital requirements. Contributions to the Consoriium by all member school districts totaled
$411,810,697 for the year ended June 30, 2023 with Connelisvile Area School District contributing
$8,998,217 for the 2022-2023 fiscal year. This amount includes $850,377 paid for the Connellsville Area
Career and Technical Center.

Participating school districts are permitted to withdraw from the Consortium under terms specified in the
agreement. Withdrawing participants are entitled to, or responsible for, a proportionate share of the
Consortium's net position, as determined on the fiscal year-end after withdrawal. As of June 30, 2023, the
net position available for benefits of the Consortium was $43 578,886, of which $739,653 was attributable to
the Connellsville Area School District. This amount includes $69,904 attributable to Connelisville Area
Career and Technical Center,

STATE AND FEDERAL SUBSIDIES

The Connelisvile Area School District's state and federally funded programs are subject to program
compliance audits by various governmental agencies. The audit scopes of these program compliance audits
are different than the scope of financial audits performed by an outside, independent certified public
accounting firm. The District is potentially liable for any expenditure disallowed by the resuits of these
program compliance audits. Management is not aware of any material items of noncompliance which would
result in the disallowance of program expenditures.

LEGAL MATTERS

The Connellsville Area School District, in the normal course of operations, is party to various legat matters
normally associated with school districts such as real estate tax assessment appeals, personnel wage
and benefits, student education and athletics, construction projects, and other miscellaneous legal
matters. The District is not aware of any current claims, litigation or assessments against the District that
would be material and adversely impact the financial position of the District as of the date of this report.

NOTE 15 — SUBSEQUENT EVENTS

Management has evaluated subsequent events through the date the financial statements were available
to be issued, February 28, 2024, which s the date of the Independent Auditor's Report. Management has
determined that there are no events subsequent to June 30, 2023 through the date of the financial
statements that require additional disclosure.
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2023

NOTE 1 - FACTORS AND TRENDS USED IN THE ACTUARIAL VALUATION FOR PSERS

PENSION BENEFITS

None

None

None

Changes in Benefit Terms

Changes in Assumptions used in the Measurement of PSERS'’ Total Pension
Liability Beginning June 30, 2022

Changes in Assumptions used in the Measurement of PSERS’ Total Pension
Liability Beginning June 30, 2021

Investment return went from 7.25% including infiation at 2.75% to 7.00% including
inflation at 2.50%

Salary growth rate decreased from 5.00% to 4.50%

Real growth rate and merit or seniority increases (components for salary growth),
decreased from 2.75% and 2.25% to 2.50% and 2.00% respectively

Mortality rates previously based on the RP-2014 Mortality Tables for Males and Females,
adjusted to reflect PSERS' experience and projected using a modified version of the MP-
2015 Mortality Improvement Scale. Effective with the June 30, 2021 actuarial valuation,
mortality rates are based on a blend of 50% PubT-2010 and 50% PubG-2010 Retiree
Tables for Males and Females, adjusted to reflect PSERS’ experience and projected
using a modified version of the MP-2020 Improvement Scale.

The discount rate decreased from 7.25% as of June 30, 2020 to 7.00% as of June 30,
2021.

Actuarial Assumptions used in Calculations of Actuarially Determined
Contributions

NOTE 2 - FACTORS AND TRENDS USED IN THE ACTUARIAL VALUATION FOR THE

PSERS POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB)

None

Changes in Benefit Terms
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2023

NOTE 2 - FACTORS AND TRENDS USED IN THE ACTUARIAL VALUATION FOR THE
PSERS POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB)

{Continued)

None

Changes in Assumptions used in the Measurement of PSERS’ Total OPEB Liability
Beginning June 30, 2022

Investment return went from 2.18% S&P 20 Year Municipal Bond Rate to 4.09% S&P 20
Year Municipal Bond Rate
The discount rate decreased from 2.18% to 4.09%

Changes in Assumptions used in the Measurement of PSERS’ Total OPEB Liability
Beginning June 30, 20214

Investment return went from 2.66% S&P 20 Year Municipal Bond Rate to 2.18% S&P 20
Year Municipal Bond Rate

Salary growth rate decreased from 5.00%, comprised of inflation of 2.75% and 2.25% for
real wage growth and for merit or seniority increases to 4.50%, comprised of 2.50% and
2.00% for real wage growth and for merit or seniority increases

Mortality rates previously based on the RP-2014 Mortality Tables for Males and Females,
adjusted to reflect PSERS’ experience and projected using a modified version of the MP-
2015 Mortality Improvement Scale. Effective with the June 30, 2021 actuarial valuation,
mortality rates are based on a blend of 50% PubT-2010 and 50% PubG-2010 Retiree
Tables for Males and Females, adjusted to reflect PSERS’ experience and projected
using a modified version of the MP-2020 Improvement Scale.

The discount rate decreased from 2.66% to 2.18%

Changes in Actuarial Assumptions used in Calculations of Actuarially Determined
Contributions

Actuarial Assumptions used in Calculations of Actuarially Determined
Contributions

The following actuarial methods and assumptions were used to determine contribution rates
reported in the OPEB required supplementary schedules:

The results of the actuarial valuation as of June 30, 2020 determined the employer
contribution rate for fiscal year 2022.

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: The actual data for retirees benefiting under the Plan as of June 30,
2021 was used in lieu of the 83% utilization assumption for eligible retirees.

Mortality Tables for Males and Females, adjusted to reflect PSERS’ experience and
projected using a modified version of the MP-2020 Mortality improvement Scale.
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2023

NOTE 3 - FACTORS AND TRENDS USED IN THE ACTUARIAL VALUATION FOR THE
RETIREE OPEB SCHOOL PLAN

Changes in Benefit Terms

None

Changes in Assumptions

o Investment rate of return from 3.54% at 6/30/2022 to 3.65% at 6/30/2023.
« Medical inflation rate of 6.5% in the first year, 6% in the second year, decreasing by 0.5%
per year to an ultimate rate of 5%.

Actuarial Assumptions used in Calculations of Actuarially Determined
Contributions

The actuarial plan does not disclose actuarial assumptions, if applicable, used in the caloulations
of Actuarially Determined Contributions.
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CONNELLSVILLE AREA
SCHOOL DISTRICT

OTHER INFORMATION
AS REQUIRED BY
GOVERNMENT AUDITING STANDARDS
AND UNIFORM GUIDANCE

Mark C. Turnley

Certified Public Accountant



Mark C. Turnley

Certified Public Accountant 1000 3 Avenue
New Brighton, Pennsyivania 15066

(724) 384-1081

FAX (724) 384-8908

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

Management and Board of Education
Connellsville Area School District

| have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standard issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Connellsville Area
School District as of and for the year ended June 30, 2023, and the related notes to the financial statements,
which collectively comprise Connellsville Area School District's basic financial statements, and have issued
my report thereon dated February 28, 2024.

Report on Internal Control over Financial Reporting

in planning and performing my audit of the financial statements, | considered the Connellsville Area School
District's internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing my opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Connellsville Area
School District's internal control. Accordingly, | do not express an opinion on the effectiveness of the
Connellsville Area School District's internal control.

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

My 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. Given these limitations, during my audit | did not identify any deficiencies in internal
contro! that | consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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Management and Board of Education
Connellsville Area School District

Report on Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Connelisville Area School
District’s internal control or on compliance. This report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Connelisville Area School District's internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

%ﬂé’/ @%%
Mark C. Turniey
Certified Public Accountant

February 28, 2024
New Brighton, Pennsylvania
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Education
Connellsville Area School District

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

Opinion on Each Major Federal Program

| have audited Connellsville Area School District's compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material
effect on each of Connellsville Area School District's major federal programs for the year ended June 30,
2023. Connellsville Area School District's major federat programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs.

In my opinion, Connellsville Area School District complied, in all material aspects, 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 the year ended June 30, 2023.

Basis for Opinion on Each Major Federal Program

| conducted my audit of compliance in accordance with auditing standards generally accepted in the United
States of America; The standards applicable fo financial audits contained in Government Auditing
Standards. Issued by the Comptroller General of the United States; and the audit requirements of Title 2
UU.8. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principals, and
Audit Requirements for federal Awards (Uniform Guidance). My responsibifities under those standards and
the Uniform Guidance are further described in the Auditor's Responsibilities for the Audit of Compliance
section of my report.

| am required to be independent of Connellsville Area School District and to meet my other ethical
responsibilities, in accordance with relevant ethical requirements relating to my audit. | belleve that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my opinion on compliance for
each major federal program. My audit does not provide a legal determination of Connellsville Area School
District's compliance with the 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 of contracts or grant agreements applicable to Connellsville
Area School District’s federal programs.
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Auditor’s Responsibilities for the Audit of Compliance

My 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
on Connelisville Area School District's compliance based on my audit. Reasonable assurance is a high
level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards, Government Auditing Standards, and 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.
Noncompliance with the compliance requirements referred to above is considered material if there is a
substantial likelinood that, individually or in the aggregate, it would influence the judgement made by a
reasonable user of the report on compliance about Connellsville Area School District’s compliance with the
requirements of each major federal program as a whole.

In performing an audit in accordance with the generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, |:

o Exercise professional judgement and maintain professional skepticism throughout the audit.

« Identify and assess the risks of material noncompliance, whether due to fraud or errar, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding Connellsville Area School District's compliance with the compliance
requirements referred to above and performing such other procedures as | considered necessary in
the circumstances.

» Obtain an understanding of Connelisvile Area School 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 with the Uniform Guidance,
but not for the purpose of expressing an opinion on the effectiveness of Connellsville Area School
District's internal control over compliance. Accordingly, no such opinion is expressed.

| am 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 | identified during the audit,

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normai course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or a combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompfiance with a type of compliance requirement of a federal program will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal confro! over
compliance is 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 that a material weakness in internat control
over compliance, yet important enough to merit attention by those charged with governance.

59




My consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibiliies for the Audit of Compliance section above and was not designed to identify all deficiencies
in internal control over compliance that might be material weaknesses or significant deficiencies in internal
control over compliance. Given these limitations, during my audit | did not identify any deficiencies in internal
control over compliance that | consider to be material weaknesses, as defined above. However, material
weaknesses or significant deficiencies in internal control over compliance may exist that were not identified.

My 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 my 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.

%W&%n;y
Mark C. Turnley
Certified Public Accountant

February 28, 2024
New Brighton, Pennsylvania
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CONNELLSVILLE AREA SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2023

NOTE 1 — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the ‘Schedule’) includes the federal grant
activity administered by the Connelisville Area School District for the year ended June 30, 2023. 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 (Uniform Grant Guidance — UGG). Because the Schedule presents only
a selected portion of the operations of the School District, it is not intended to and does not present the
financial position or changes in net position of the Connellsville Area School District.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING

Expenditures reported on the Schedule are presented using the accrual method of accounting. Under this
method, grant revenue is recognized to the extent expenditures are incurred. Expenditures are recognized
when the fiability for the expenditure is incurred rather than when the disbursement is actually made.

The federal expenditures are recognized, as applicable, under the cost principles contained in Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards, wherein certain types of expenditures are not allowable or limited to
reimbursement.

NOTE 3 - RELATIONSHIP TO FINANCIAL STATEMENTS

Federal financial award revenues are included in the financial statements as ‘local source' and 'federal
source' revenues.

NOTE 4 — RECEIVABLES AND UNEARNED REVENUE

Federal grants receivable is included as part of ‘due from other governments' in Exhibit A, Exhibit C, and
Exhibit H as referenced in Note 4 to the Financial Statements. Unearned federal grant revenue, if any, is
included as part of 'unearned revenue' in the above referenced Exhibits, and is referenced in Note 9 to the
Financial Statements.

NOTE 5 - NON-CASH ASSISTANCE

The Connellsville Area School District received donated commodities from the Department of Agriculture in
connection with its food service program. The amount of non-cash assistance expended in the
accompanying schedule of expenditures of federal awards reflects the fair market vaiue of the commodities
used during the 2022-2023 fiscal year.

NOTE 6 ~ INDIRECT COST RATE

The District has elected not fo use the 10% de minimis indirect cost rate allowed under the Uniform
Guidance.
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CONNELLSVILLE AREA SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2023

Section | - Summary of Auditor’s Resuits

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? yes X _no
Noncompliance material to financiat statements noted? yes _X no
Federal Awards
Internal control over major programs:

+ Material weakness(es) identified? yes X _no

+  Significant deficiency(ies) identified? yes X _no
Type of auditor's report issued on compliance for major programs Unmodified
Any audit findings disclosed that are required to be reported in

accordance with 2 CFR 200.518(a)? yes X_ho
ldentification of major programs:
Assistance Listing Number Name of Federal Program or Cluster
84.425D COVID-18 — ESSER 11 Fund Local
84.425U COVID-19 — ARP ESSER |l Fund Local
84.425U COVID-19 — ARP ESSER 7% {Learning Loss)
84.425U COVID-19 — ARP ESSER 7% (Summer School)
84.425U COVID-19 — ARP ESSER 7% (After School)
84.4250 COVID-19 — ARP ESSER 2.5%
84.425W COVID-19 — ARP ESSER (Homeless Children and Youth)
84.027 IDEA Section 611
84.173 IDEA Section 619
10.555 National School Lunch Program {Chitd Nufrition Cluster)
10.555 Supply Chain Assistance (Child Nutrition Cluster)
10.553 School Breakfast Program (Child Nutrition Cluster)
10.659 Summer Food Program (Child Nutrition Cluster)
The dollar threshold for distinguishing type A and type B programs:
Type A Program $750,000-$25,000,000
Type B Program Less than $750,000

Auditee qualified as low-risk auditee? yes X no

Section I - Financial Statement Findings

Findings related to the financial staterhents which are required to be report in accordance with Government
Auditing Standards.

None
Section lil - Federal Award Findings and Questioned Costs

Findings and guestioned costs related to Federal Awards which are required o be reporied in accordance
with the Uniform Guidance 2 CFR 200.516(a);

None
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CONNELLSVILLE AREA SCHOOL DISTRICT
STATUS OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDING JUNE 30, 2023

The audit report of the Connellsville Area School District for the year ended June 30, 2022 dated February
15, 2023, contained no audit findings.
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