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Independent Auditor’s Report

Members of the Board
Allegheny Valley School District
Cheswick, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activites,
each major fund, and the aggregate remaining fund information of Allegheny Valley School District, as of and for the
year ended June 30, 2017, and the related notes to the financial statements, which collectively comprise Allegheny
Valley School District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud orerror. In making those risk assessments, the
auditor considers intemal control relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.



Members of the Board
Allegheny Valley School District
Page 2

Report on the Financial Statements (Cont’d)
Auditor’s Responsibility (Cont’d)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of Allegheny Valley School District, as of June 30, 2017, and the respective changes in financial position,
and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Orther Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Allegheny Valley School District’s basic financial statements. The accompanying schedule of expenditures of federal
awards 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
not a required part of the basic financial statements.
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Members of the Board
Allegheny Valley School District
Page 3

Report on the Financial Statements (Cont’d)
Other Matters (Cont’d)
Other Information (Cont’d)

Such information is the responsibility of management and was derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our 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, we have also issued our report dated January 31, 2018, on our
consideration of Allegheny Valley School District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an andit performed in accordance with Government Auditing Standards
in considering Allegheny Valley School District’s internal control over financial reporting and compliance.

Soaact, S-P-u:ﬁ MUJC;,/L St’M-/cmd, LLp

HOSACK, SPECHT, MUETZEL & WOOD LLP
Pittsburgh, Pennsylvania
January 31, 2018



Allegheny Valley School District
Management's Discussion and Analysis -
June 30, 2017 =

The discussion and analysis of Allegheny Valley School District’s financial performance provides an overall review of

the School District's financia! activities for the fiscal year ended June 30, 2017. The intent of this discussion and =
analysis is to look at the School 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 School District's financial
performance.

The Management Discussion and Analysis (MD&A) is an element of the reporting mode] adopted by the Government
Accounting Standards Board (GASBY) in their Statement No. 34 Basic Financial Statements - and Management's i
Discussion and Analysis - for the State and Local Governments. Certain comparative information between the current g
year and the prior year is required to be presented in the MD&A. :

Financial Highlights

As anticipated, the School District saw an increase of various costs as they relate to the support for public education.
As projected, expenses such as employer retirement contributions and health insurance premiums continue to rise.
The Board of School Directors and management closely scrutinized all expenses to limit any additional real estate
tax burden to the community.

The 2016/2017 revenues for the School District increased by $843,743. The increase was attributed to continued
commercial growth in Harmar Township. Local revenue increases were a significant contributor with increased
real estate tax collections by $297,773 and real estate transfer taxes by $169,489 compared to the prior year.

The 2016/2017 expenditures for the School District decreased by $419,349 compared to the prior year. However,
the School District made a $1,600,000 transfer to capital reserve in 2015/2016 with anticipated future expenditures
with aging facilities.

The School District ended the year with a general fund balance of $9,517,387 of which $7,750,709 has been
assigned to defer future retirement contributions, future healthcare expenditures and future capital projects. 33
-



S R R SRR R RESRREREESBRERERE B

P
Ll

|

=

L4

Allegheny Valley School District
Management’s Discussion and Analysis
June 30, 2017

Using the Annual Financial Report

The Anmual Financial Report consists of a financiai section and a single audit section, which is issued to comply with
federal guidelines as required in the Government Auditing Standards and Uniform Grant Guidance. Within the
financial section are the management’s discussion and analysis (this section) and a series of financial statements and
notes to those statements. These statements are organized so that the reader can understand Allegheny Valley
School District as an entire operating entity. The statements then proceed to provide an increasingly detailed look
at specific financial activities.

The first two 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
stams.

The remaining statements are fund financial statements that focus on individual parts of the School District's
operations in more detail than the government-wide statements. The governmental funds statements tell how
general School District services were financed in the short term as well as what remains for future spending.
Proprietary fund statements offer short and long-term financial information about the activities that the School
District operates like a business. For this School District, this is our food service fund. Fiduciary fund statements
provide information about financial relationships where the School District acts solely as a trustee or agent for the
benefit of others, to whom the resonrces in question belong.

The financial statements also include notes to explain some of the information in the financial statements and provide
more detailed data.

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



Allegheny Valley School District
Management's Discussion and Analysis

June 30, 2017
Using the Annual Financial Report (Cont'd)
Figure A-1
Required Components of
Allegheny Valley School District's
Financial Report
Management’s
Discussion
and Analysis
[ — 1
Basic Required
Financial Supplementary
Statements Information
|
— | |
Government-Wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements

Figure A-2 summarizes the major features of the School District’s financial statements, including the portion of the
School District they cover and the types of information they contain. The remainder of this overview section of
management's discussion and analysis explains the structure and contents of each of the statements.
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Using the Annual Financial Report (Cont'd)

Allegheny Valley School District
Management’s Discussion and Analysis

June 30, 2017

Figure A-2

Major Features of Allegheny Valley School District's
Government-Wide and Fund Financial Statements

Government-Wide Fund Statements
Statements Governmental Funds  Proprietary Funds Fiduciary Fands
Scope Entire School District The activities of the Activities the School Instances in which
(except fiduciary funds) | School District that are District operates similar | the School District is the
not proprietary of to private business - food | trustee or agent 10 some-
fiduciary, such as services one else's respurces
education, administration
and communpity services
Required financial state- | Statement of net position; | Balance sheet; statement Statement of net position; | Statement of fiduciary of
ments statement of activities of revemues, expendi- statement of revemes, net position; statement of
nwes, and changes in expenses and changes in | changes in fiduciary net
fund balance net position; statement of | position
cash flows
Accounting basis and Accrual accounting and | Modified accrual Accrual accounting and | Accrual accounting and
measurement focus ECOonOmic TeSOuIces accounting and current €ConOIic resources €CONOMIC TESOUITes
focus financial resources focus | Focus focus
Type of asset/liability All assets and liabilities, | Only assets expected to | All assets and liabilities, | All assets and liabilities,
information both financial and capi- be used up and liabilities | both financial and capi- | both short-term and
tal, and short-term and that come due during the | tal, and short-term and long-term
long-term year or soon thereafter; long-term
no capital assets included
Type of in-flow/outilow | All revenues and Revemues for which cash | All revenues and All revenues and
information expenses during the year, | is received during or expenses during the year, | expenses during the year,
regardless of when cash | soon after the end of the | regardless of when cash | regardless of when cash
is received or paid year; expenditures when | is received or paid is received or paid
goods or services have
been received and pay-
ment is due during the
year or soon thereafier

Overview of Financial Statements

Government-Wide Statements

The government-wide statements report information about the School 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 liabilities. 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.




Allegheny Valley School District
Management's Discussion and Analysis
June 30, 2017

Overview of Financial Statements (Cont’d)

Government-Wide Statements (Cont'd)

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

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

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

The government-wide financial statements of the School District are divided into two categories:
s Governmental activities - All of the School 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.

« Business type activities - The School 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 Financial Statements

The School District’s fund financial statements, which begin with Exhibit 3, provide detailed information about
the most significant funds - not the School District as a whole. Some funds are required by state law and by bond
requiremments.

Governmental funds - Most of the School 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 ali other
financial assets that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the School 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 School 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.

E .
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Allegheny Valley School District
Management's Discussion and Analysis
June 30, 2017

Overview of Financial Statements (Cont'd)
Fund Financial Statements (Cont'd)

Proprietary funds - These funds are used to account for the School 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 School District
charges customers for services it provides - whether to outside customers or to other units in the School District
- these services are generally reported in proprietary funds. The food service fund is the School 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.

Fiduciary funds - The School District is the trustee, or fiduciary, for some scholarship funds. All of the School
District’s fiduciary activities are reported in the staterment of changes in fiduciary net position on Exhibit11. We
exclude these activities from the School District’s other financial statement because the School District cannot use
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these assets to finance its operations.

Financial Analysis of the School District as a Whole

The Schoo! District's total net position was a deficit $(2,204,903) at June 30, 2017 and a deficit $(2,661,455) at June

30, 2016.
Table A-1
Years Ended June 30, 2017 and 2016
Net Position
2017 2016
Business- Business-
Governmental Type Governmental Type
Activities Activities Totals Activities Activities Totals
Current and Other Assets $ 26,879,236 $(140,712) $ 26,738,524 $17,507,868  $(98,802) § 17,409,066
Capital Assets 31,034,662 36,927 31,071,589 31,315,567 51,143 31,366,710
Totzal Assets 57,913,898 (103,785) 57,810,113 48,823,435 (47,659) 48,775,776
Deferred Outflows of Resonrces 6,078,418 174,847 6,253,265 2,959,212 15,728 3,034,940
Current and Other Liabilities 2,188,863 16,433 2,205,296 2,018,491 14,442 2,032,933
Noncurrent Liabilities
Due Within One Year 1,127,341 - 1,127,341 1,076,715 - 1,076,715
Due in More than One Year 61,457,865 969,778 62,427,643 50,359,851 830,672 51,190,523
Total Liabilities 64,774,069 086,211 65,760,280 53,455,057 845,114 54,300,171
Deferred Inflows of Resources 492,443 15,558 508,001 166,894 5,106 172,000
9.



Allegheny Valley School District

Management's Discussion and Analysis

June 30, 2017

Financial Analysis of the School District as 2 Whole (Cont’d)

Net Position
Net Investment in Capital Assets
Restricted
Unrestricted

Total Net Position

Table A-1 (Cont'd)
Years Ended June 30, 2017 and 2016

Net Position
2017 2016
Business- Business-
Governmental Type Governmental Type
Activities Activities Totals Activities Activities Totals

$ 8,269,403 § 36,927 $ 8,306,330 $7,893,425 § 51,143 5 7,944,568

- 131,943 - 131,943

(9,543,599) (967,634) (10,511,233 (9.864.672)  (873.294)  (10,737.966)
$(1.274,199 230207  S.Q2.204903)  S{LE30.300 SERLD 5266143

Most of the School District’s net position is invested in capital assets (buildings, land, and equipment). The
remaining unrestricted net position is combined of designated and undesignated amounts. The designated balances
are amounts set aside to fund future purchases or capital projects as planned by the School District.

The results of this year's operations as a whole are reported in the statement of activities on Exhibit2. 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 School District's activities that are supported
by other general revenues. The largest general revenues are the local taxes (property and eamed income) assessed

{0 Community taxpayers.

Table A-2 takes the information from that statement, rearranges it slightly, so you can see our total revenues for the

year,

Revenues
Program Revenues
Charpes for Services

Operating Grants and Contribs,

Capital Grants and Contribs.
General Revenues
Property Taxes
Other Taxes
Grants, Subs. and Contribs.
Unrestricted
Investment Earnings

Table A-2
Years Ended June 30, 2017 and 2016
Changes in Net Position
2017 2016
Business- Business-
Governmental Type Governmental Type
Activitics Activities Totals Activities Activities Totals
$ - §187,394 5 187,394 5 - § 189,393 § 189,393
3,238,248 427,684 3,665,932 2,871,775 386,500 3,258,275
257,064 - 257,064 280,086 - 280,086
14,441,129 - 14,441,129 13,674,699 - 13,674,699
1,527,746 - 1,527,746 1,805,892 - 1,805,892
2,872,452 - 2,872,452 2,782,346 - 2,782,346
98,259 - 98,259 B8,759 - 88,759
-10-

—



Allegheny Valley School District
Management’s Discussion and Analysis
June 30, 2017

Financial Analysis of the School District as a Whole (Cont’d)

Table A-2 (Cont'd)
Years Ended June 30, 2017 and 2016
Changes in Net Position
2017 2016
Business- Business-
Governmental Type Governmental Type
Activities Activites Totals Activities Activities Totals
Revenues {Cont’d)
General Revenues (Cont’d)
Other $ 95,505 ) S $_ 95,505 $_ 719732 3 - $_ 75,732
Total Revenues 22,530,403 615,078 23,145,481 21,583,289 575,893 22,159,182
Expenses
Instruction 12,411,033 - 12,411,033 11,820,990 - 11,820,990
Instructional Smdent Support 1,465,843 - 1,465,843 1,361,443 - 1,361,443
Admin. and Financial Support Svcs. 2,630,275 - 2,630,275 2,402,578 - 2,402,578
Operation and Maintenance of
Plant Services 2,332,680 - 2,332,680 2,431,898 - 2,431,898
Pupil Transportation 1,196,169 - 1,196,169 944,997 - 944,997
Student Activities 939,756 - 939,756 889,042 - 889,042
Community Services 17,169 - 17,169 31,619 - 31,619
Interest on Long-Term Debt 972,370 - 972,370 782,183 - 782,183
Food Service - 723,634 723,634 - 692,155 692,155
Total Expenses 21,965,295 723,634 22,688,929 20,664,750 692,155 21,356,905
Increase (Decrease) in Net Position 565,108 (108,556) 456,552 918,539 {116,262) 802,277
Beginning Net Position (1,839,304) 822,151 {2,661,455) {2,757,843) (705,889) 3,463,732
Ending Net Position $(1.274199) $(930.707)  $(2.204.90)  S(LB30304H SERISD  SR.66L45D

SN ENEREEEEEEEERESED
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The tables below present the expenses of both the governmental activities and the business-type activities of the School

District.

Table A-3 shows the School District’s largest functions - instructional programs, instructional student support,
administrative, operation and maintenance of plant, pupil transportation, student activities, community services, and
interest on debt, 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 uarestricted grants, subsidies and contributions to show the remaining
financial needs supported by local taxes and other miscellaneous revenues.
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Allegsheny Valley School District
Management's Discussion and Analysis
June 30, 2017

Financial Analysis of the School District as a Whole (Cont’d)

Table A-3
Years Ended June 30, 2017 and 2016
Governmental Activities
2017 2016

Total Cost Net Cost Total Cost Net Cost

(Expense) (Expense) (Expense) (Expense)

Functions/Programs of Services of Services of Services of Services
Instruction $12,411,033 $10,061,673 $11,820,990 $ 9,719,405
Instructional Student Support 1,465,843 1,299,992 1,361,443 1,220,038
Administrative and Fin. Support Sves. 2,630,275 2,440,674 2,402,578 2,232,631
Operation and Maintenance of Plant Sves. 2,332,680 2,190,606 2,431,898 2,310,453
Pupil Transportation 1,196,169 863,405 044,997 657,665
Student Activities 939,756 881,158 889,042 838,981
Community Services 17,169 17,169 31,619 31,619
Interest on Long-Term Debt 972,370 715,306 782,183 502,097
Total Governmental Activities $21.965,295 18,469,983 $20,664.750 17,512,889

Less:
Unrestricted Grants, Subsidies (2,872,452) (2,782,346)
Total Needs from Local Taxes

and Other Revenues $15,597.531 $14,730,543

I

Table A-4 reflects the activities of the food service program, the only business-type activity of the School District.

Table A-4
Years Ended June 30, 2017 and 2016
Business-Type Activities

2017 2016
Total Cost Net Cost Total Cost Net Cost
(Expense) (Expense) (Expense) (Expense)
Functions/Programs of Services of Services of Services of Services
Food Service $723.634 $108.556 $692.155 $116,262

g0
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Allegheny Valley School District
Management's Discussion and Analysis
June 30, 2017

Financial Analysis of the School District as 2 Whole (Cont'd)

The statement of revenues, expenses and changes in fund net position for this proprietary fund shown on Exhibit 8 will
further detail the actual results of operations.

School District Funds

At Jupe 30, 2017, the School District's general fund reported a fund balance of $9,517,387, which is an increase of
$1,308,788 from the prior year.

General Fund Budget

A schedule showing the School District's original and final budget amounts, compared with amounts actually paid
and received, is provided in the required supplementary information section.

Capital Assets and Debt Administration
Capital Assets

At June 30, 2017, the School District's governmental funds had $31,034,662 invested in a broad range of capital
assets, including land, land improvements, buildings, furniture and equipment. This amount represents a net
decrease (including additions, deletions and depreciation) of $280,905, or 0.9% from last year.

Table A-5
Governmental Activities
Capital Assets - Net of Depreciation

2017 2016
Land $ 791,812 $ 791,812
Land Improvements 1,868,513 2,039,585
Buildings and Building Improvements 26,493,584 27,477,729
Furniture and Equipment 018,829 868,796
Construction in Progress 061,924 137,645

Debt Administration

During the fiscal year, the School District made principal payments of $1,005,000.

-13-



Allegheny Valley School District
Management's Discussion and Analysis
June 30, 2017

Capital Assets and Debt Administration (Cont'd)

Debt Administration (Cont’d)
Table A-6
Quitstanding Debt
General Obligation Bonds As of 06/30/17 As of 06/30/16
Bonds - Series of 2016 $ 8,805,000 $ -
Bonds - Series of 2014 13,795,000 14,555,000
Bonds - Series of 2013B 7,575,000 7,820,000

Other obligations include capital lease obligations and accrued sick leave for specific employees of the School
District. More detailed information about our long-term liabilities is included in the notes to the financial
statements.

Bond Rating

The School District's general obligation bond rating assigned by Moody’s is Al underlying and an A3 enhanced
rating. The Commonwealth of Pennsylvania also provides additional security for the bonds through the Act 150
School District Intercept Program. The Act provides for undistributed state aid to be diverted to bond holders in the

event of default.
Economic Factors and Next Year's Budget

Allegheny Valley School District is projected to continue to experience a modest increase compared to prior years in
assessments, the majority resulting from an increase in commercial growth in one of the communities. The School
District does not anticipate significant growth in the new future. Student enrollment has leveled off at approximately
1,000 students.

The School District is expected to operate within the Act 1 Index for the budget year 2018/2019. The School District,
subsequent to year end has existing contracts with all three unions. The expiration of the professional staff (teachers)
contract is June 30, 2022; the administrative assistants’ contract is June 30, 2020; and the custodial staff contract is
June 30, 2019. This helps with accurate projection of future salaries.

14
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Allegheny Valley School District
Management’s Discussion and Analysis
June 30, 2017

Economic Factors and Next Year’s Budget (Cont’d)

The comparison of revenues and expenditures categories is as follows:

Table A-7
Actual Revenues Actual Revenues

2016/2017 201572016
Local 72.3% 72.6%
State 26.3% 25.7%
Federal/Other 1.4% 1.7%

Actual Expenditures Actual Expenditures

201672017 201512016
Instruction 53.1% 48.6%
Support Services 34.1% 32.4%
Noninstructional 3.2% 3.1%
Fund Transfers/Debt/Other 0.6% 15.9%

Contacting the School District Financial Management

Our financial report is designed to provide our citizens, taxpayers, parents, students, investors, and creditors with a
general overview of the School District's finances and to show the Board and administration’s accountability for the
money it receives. All correspondence regarding this report can be sent to either Ms. Janice Zastawniak, Public
Relations or Mrs. Hamsini Rajgopal, Business Manager at Allegheny Valley School District, 300 Pear] Avenue,
Cheswick, PA 15024, 724-274-5300.
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Allegheny Valley School District

Statement of Net Position
June 30, 2017
Governmental
Activities
ASSETS
Cash and Cash Equivalents $23,633,058
Taxes Receivable, Net 2,166,426
Internal Balances 197,290
Due from Other Governments 728,179
Other Receivables 100,839
Inventories -
Prepaid Items 13,903
Other Post-Employment Benefits 39,541
Capital Assets not Being Depreciated
Land 791,812
Construction in Progress 961,924
Capital Assets, Net of Accumulated Depreciation
Land Improvements 1,868,513
Buildings and Building Improvements 26,493,584 -
Furniture and Equipment 879,066
Vehicles 39,763
TOTAL ASSETS 57,913,898
DEFERRED OUTFLOWS OF RESOURCES
Amounts Related to Pensions 5,561,749
Deferred Charge on Refunding 516,669
TOTAL DEFERRED OUTFLOWS OF RESOURCES 6,078,418
LIABILITIES
Accounts Payable 285,361
Accrued Interest 177,839
Accrued Salaries and Benefits 1,684,583
Payroll Deductions and Withholdings 4,962
Unearned Revenues 4,000
Other Current Liabilities 32,118
Noncurrent Liabilities
Due Within One Year 1,127,341
Due in More Than One Yeat
Capital Leases 59,107
Compensated Absences 247,101
Bonds Payable 30,235,471
Derivative Instrument - Swap Liability 218,964
Net Pension Liability 30,697,222
TOTAL LIABILITIES 64,774,069
DEFERRED INFLOWS OF RESOURCES
Amounts Related to Pepsions 492,443
NET POSITION
Net Investment in Capital Assets 8,269,403
Unrestricted (9,543,599)
TOTAL NET POSITION $(1,274.196)
See Accompanying Notes
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Business-Type

Activities
$ 26,777

(197,290)
3,636
13,166
12,995

2.270
4.403

36,927
{967,639

$(30.70D

Exhibit 1

Totals

$ 23,659,835

2,166,426

731,815
114,005
12,999
13,503
39,541

791,812
961,924

1,868,513
26,493,584
915,993

39,763

57,810,113

5,736,596
516,669

6,253,265

285,481
177,839
1,692,714
6,471
6,270
36,521

1,127,341
59,107
247,101
30,235,471
218,964
31,667,000

65,760,280
508,001

8,306,330
(10,511,233)

$(2.204.903)

=

=
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Allegheny Valley School District Exhibit 3

Balance Sheet
Governmental Funds
June 30, 2017
Capital Capital Total
General Reserve Projects Governmental
Fund Fund Funds Funds
ASSETS
Cash and Cash Equivalents $10,281,348 $5,218,628 $8,133,082 $23,633,058
Taxes Receivable, Net 2,166,426 - - 2,166,426
Due from Other Funds 204,080 - - 204,080
Due from Other Governments 728,179 - - 728,179
Other Receivables 94,049 - - 594,049
Prepaid Items 13,903 - - 13,903
TOTAL ASSETS $13.487.985 $5.218.628 $8,133.082 $26.839.695
LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND
BALANCES
Liabilities
Accounts Payable $ 264,454 $ - $ 20,907 $ 285,361
Accrued Salaries and Benefits 1,684,583 - - 1,684,583
Payroll Deductions and
Withholdings 4,962 - - 4,962
Unearned Revenues 4,000 - - 4,000
Other Current Liabilities 32,118 - - 32,118
Total Liabilities 1,990,117 - 20,907 2,011,024
Deferred Inflows of Resources
Unavailable Revenues -
Property Taxes 1,980,481 - - 1,980,481
Fund Balances
Nonspendable 13,903 - - 13,903
Restricted - - 8,112,175 8,112,175
Committed - 5,218,628 - 5,218,628
Assigned 7,750,709 - - 7,750,709
Unassigned 1,752,775 - - 1,752,715
Total Fuxl Balances 9,517,387 5,218,628 8,112,175 22,848,190
TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES AND
FUND BALANCES $13,487,985 $5.218,628 $8.133,082 $26.839.695
See Accompanying Notes
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Allegheny Valley School District Exhibit 4
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position
June 30, 2017
Total Fund Balances - Governmental Funds $22,848,150

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

Capital assets used in governmental activities are not financial

resources and therefore are not reported as assets in governmental

funds. The cost of assets is $60,047,061, and the accumulated

depreciation is $29,012,399. 31,034,662

Property taxes receivable will be collected in future years but are not
available soon enough to pay for the current period’s expenditures
and therefore, are deferred inflows in the funds. 1,980,481

Premium and discount on bonds issued and refunded are capitalized
and amortized over the life of the bonds in the statement of net position. (1,115,471)

Deferred charges on refunded bonds are reported as deferred outflows
of resources in the statement of net position. 516,669

Derivative instruments used in governmental activities are not
financial resources and therefore, are not reported in the governmental
funds. (218,964)

Some liabilities including net pension obligations, are not due and
payable in the current period and therefore, are not reported in the funds.

Net Pension Liability (30,697,222)

Deferred outflows and inflows of resources related to pensions are
applicable to future periods and therefore, are not reported in the funds.

S SRR SN RRER R ERR R RS REBRERBREREEREZBE.
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Deferred Outflows of Resources Related to Pensions $ 5,561,749
Deferred Inflows of Resources Related to Pensions (492,443) 5,069,306
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Allegheny Valley School District
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position

Juane 30, 2017

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

consist of:

Bonds Payable

Accrued Interest on the Bonds
Capital Leases Payable

Other Post-Employment Benefits
Compensated Absences

Total Net Position - Governmental Activities

See Accompanying Notes
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(177,839) _
(103,992)

39,541 i

(274,557) $(30,691,847y [&
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Allegheny Valley School District Exhibit 5
Statement of Revenues, Expenditures
and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2017
Capital Capital Total
General Reserve Projects Governmental
Fund Fund Funds Funds
Revenues
Local Sources $16,296,576 $ 20,735 $ 23,408 $16,340,719
State Sources 5,930,082 - - 5,930,082
Federal Sources 260,062 - - 260,062
Total Revenues 22,486,720 20,735 23,408 22,530,863
Expenditures
Instruction 11,268,934 - - 11,268,934
Support Services 7,250,028 - 161,661 7,411,689
Noninstructional Services 678,392 - - 678,392
Capital Outlay - - 547,036 547,036
Debt Service (Principal
and Interest) 2,028,860 - - 2,028,860
Refunds of Prior Year's Receipts 1,114 - - 1,114
Total Expenditures 21,227,328 - 708,697 21,936,025
Excess (Deficiency) of Revenues
Over Expenditures 1,259,392 20,735 (685,289) -~ 594,838
Other Financing Sources (Uses)
Issuance of Bonds - - 8,805,000 8,805,000
Issuance of Capital Lease 49,396 - - 49,396
Discount on Bonds Issued - - (139,479) (139,479)
Total Other Financing Sources (Uses) 49,396 - 8,665,521 8,714,917
Net Changes in Fund Balances 1,308,788 20,735 7,980,232 9,309,755
Fund Balances - July 1, 2016 8,208,599 5,197,893 131,943 13,538,435
Fund Balances - June 30, 2017 $9.517,387 $5.218.628 $8.112.175 $22.848,190
See Accompanying Notes
21-



Allegheny Valley School District Exhibit 6
Reconciliation of the Governmental Funds
Statement of Revenues, Expenditures =
and Changes in Fund Balances
to the Statement of Activities
Year Ended June 30, 2017

{

i

Total Net Change in Fund Balances - Governmental Funds $ 9,309,755

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 assets is
allocated over their estimated useful lives as depreciation expense.
This is the amount by which depreciation exceeds capital outlays in

the period. L
Depreciation Expense $(1,451,421)
Capital Outlays 1,170,516 (280,905)

Because some property taxes will not be collected for several months

after the School District’s fiscal year ends, they are not considered

as “available” revenues in the governmental funds. Unavailable tax

revenues increased by this amount this year. 654

B

Repayment of bond and capital lease principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in
the statement of net position. 1,050,702

Some capital assets acquired this year were financed with capital leases.

The amount financed by the leases is reported in the governmental funds

as an other financing source. The capital leases are not revenues in the

statement of activities, but constitute long-term liabilities in the statement

of net position. (49,396)

Bond proceeds are reported as financing sources in governmental funds

and thus contribute to the change in fund balances. In the government-

wide financial statements, however, issuing debt increases long-term -
liabilities in the statement of net position and does not affect the statement -
of activities. The proceeds were: (8,805,000)

In the statement of activities, certain operating expenses - compensated
absences (sick pay and vacations) and other post-employment benefits
(OPEB) - are measured by the amounts earmed during the year. In
governmental funds, however, expenditures for the items are measured
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Allegheny Valley School District
Reconciliation of the Governmental Funds
Statement of Revenues, Expenditures
and Changes in Fund Balances
to the Statement of Activities
Year Ended June 30, 2017

by the amount of financial resources used (essentially, the amounts
actually paid).

Compensated Absences
Other Post-Employment Benefits

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

Net Change in Accrued Interest on Bonds

Governmental funds report changes in investment derivative instruments
only when those instruments provide or use financial resources. However,
in the statement of activities, changes in the fair value of investment
derivative instruments are changes in economic resources and are reported
in each period in which there is a change in the fair value of the investment.

Change in Fair Value of Investment Derivative
Bond issuance costs and bond discount are reported in the statement of
revenues and expenditures of governmental funds as expenditures but are
capitalized and amortized over the life of the bonds in the statement of

activities.

Bond Discount
Amortization of Discount, Premium and Deferred Loss on Refunding

Government funds report School District pension contributions as
expenditures. However, in the statement of activities, the cost of pension
benefits earned is reported as pension expense.
School District Pension Contributions to PSERS
Cost of Benefits Earned
Change in Net Position of Governmental Activities

See Accompanying Notes
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$ (12,700)
(74,278)

139,479

70,918

2,432,218
(3,151,208)

Exhibit 6

$ (86,978)

(35,136)

(29,995)

210,397

(718,990)

$_565,108



Allegheny Valley School District
Statement of Net Position
Proprietary Funds
June 30, 2017

ASSETS
Current Assets
Cash and Cash Equivalents
Due from Other Governments
Other Receivables
Inventories

Total Current Assets

Noncurrent Assets
Furniture and Equipment, Net

TOTAL ASSETS

DEFERRED QUTFLOWS OF RESOURCES
Amounts Related to Pensions

LIABILITIES
Current Liabilities

Due to Other Funds
Accounts Payable
Accrued Salaries and Benefits
Payroll Deductions and Withholdings
Unearned Revenues
Other Current Liabilities

Total Current Liabilities

Noncurrent Liabilities
Net Pension Liability

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Amounts Related to Pensions

NET POSITION
Net Investment in Capital Assets
Unrestricted
TOTAL NET POSITION
See Accompanying Notes
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Food
Service
Fund

$ 26,777
3,636
13,166
12,999

56,578

_ 36927

93,505

174,847

197,290
120
8,131
1,509
2,270

4,403

213,723

e .

969,778

1,183,501

15,558

36,927
(967,634)

$.(930.707)

=



S R R R R EREBRERRERER R R R R B ERERERERER DR B

EE D

N N

Allegheny Valley School District
Statement of Revenues, Expenses and Change

in Net Position
Proprietary Funds

Year Ended June 30, 2017

Operating Revenues
Food Service Revenue

Operating Expenses
Salaries
Employee Benefits
Other Purchased Services
Supplies
Depreciation
Other Operating Expenditures

Total Operating Expenses
Operating Income (Loss)
Nonoperating Revenues (Expenses)

State Sources

Federal Sources

Total Nonoperating Revenues (Expenses)
Change in Net Position

Net Position - July 1, 2016

Net Position - June 30, 2017

See Accompanying Notes
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Allegheny Valley School District
Statement of Cash Flows
Proprietary Fund Types

Year Ended June 30, 2017

Cash Flows from Operating Activities
Cash Received from Users
Cash Payments to Employees for Services
Cash Payments to Suppliers for Goods and Services
Cash Payments for Other Operating Expenses
Net Cash Used for Operating Activities
Cash Flows from Non-Capital Financing Activities
State Sources
Federal Sources
Net Cash Provided by Non-Capital Financing Activities
Net Increase in Cash and Cash Flows
Cash and Cash Equivalents - July 1, 2016

Cash and Cash Equivalents - June 30, 2017

Exhibit 9

Food
Service
Fund

$ 189,342
(324,819)
(229,857)
—(400)

{365,734)

67,289
324,557

391,846
26,112

665
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Allegheny Valley School District
Statement of Cash Flows
Proprietary Fund Types

Year Ended June 30, 2017

Operating Income (Loss)

Adjustments to Reconcile Operating Income (Loss)
to Net Cash Used for Operating Activities

Depreciation
Changes in Pension Expense
Dopated Commodities
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Inventories
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Accrued Salaries/Benefits
Increase (Decrease) in Payroll Deductions/Withholding
Increase (Decrease) in Advances from Other Funds
Increase (Decrease) in Unearned Revenue

Total Adjustments
Cash Used for Operating Activities
Noncash Non-Capital Financing Activities

During the year ended June 30, 2017, the School District received
$38,919 of U. S. D. A. Donated Commodities in the food service fund,

See Accompanying Notes
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Food
Service
Fund

${536,240)

14,216
50,439
37,484
1,948
(2,971)
(534)
(419)
1,509
67,399

1,435

170,506

$(365,734)



Allegheny Valley School District Exhibit 10
Statement of Net Position
Fiduciary Funds
June 30, 2017
Private Purpose Agency
Trust Fund Fund
ASSETS
Cash and Cash Equivalents $26,454 $37,808
LIABILITIES
Due to Other Funds 6,790 -
Other Current Liabilities 68 37,80
TOTAL LIABILITIES 6,858 37,808
NET POSITION
Restricted for Scholarships $19,596 $ -
See Accompanying Notes
-28-
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Allegheny Valley School District Exhibit 11
Statement of Change in Net Position
Fiduciary Funds
Year Ended June 30, 2017
Private Purpose
Trust Fund
Additions
Gifts and Contributions $ 4,500
Interest 23
Total Additions 4,523
Deductions
Scholarships Awarded 9,750
Change in Net Position (5,227)
Net Position - July 1, 2016 24,823
Net Position - June 30, 2017 $19.596
See Accompanying Notes
-29-



Allegheny Valley School District
Notes to Financial Statements
June 30, 2017

Note 1 - Summary of Significant Accounting Policies

Allegheny Valley School District, located in Allegheny County, Pennsylvania, provides public education,
kindergarten through twelfth grade, to the residents of the Boroughs of Cheswick and Springdale and the Townships
of Harmar and Springdale. The School District operates under a nine-person elected Board of Directors.

A. Basic Financial Statements - Government-Wide Statements

The School District’s basic financial statements include both government-wide (reporting the School District as
a whole) and fund financial statements (reporting the School District’s major funds). The government-wide
financial statements (i.e., the statement of net position and the staterment of activities) report information on all
of the nonfiduciary activities of Allegheny Valley School District. Governmensal activities, which normally
are supported by taxes and intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support. Both the government-wide and fund
financial statements categorize primary activities as either governmental or business-type. In the
government-wide statement of net position, governmental activities are represented on a consolidated basis by
column.

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset
by program revenues. Direct expenses are those that are clearly identifiable with a specific function.
Program revenues include (1) charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function, and (2) grants and contributions that are restricted
to meeting the operational or capital requirements of a particular function. Taxes and other items not properly
included among program revenues are reported instead as general revenues.

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

B. Basic Financial Statements - Fund Financial Statements

Fund financial statements of the School District are organized into funds, each of which is considered to be a
separate accounting entity. Each fund is accounted for by providing a separate set of self-balancing accounts
that constitutes its assets, liabilities, fund equity, revenues and expenditures. Funds are organized into three
categories: governmental; proprietary; and fiduciary.

The emphasis in fund financial statements is on the major funds in the governmental category. Nonmajor funds
are summarized in a single column. The nonmajor funds are combined in a column in the fund financial
statements.
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Allegheny Valley School District
Notes to Financial Statements
June 30, 2017

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

B. Basic Financial Statements - Fund Financial Statements (Cont’d)

1.

Governmental Funds

The focus of the governmental funds’ measurement (in the fund statements) is upon determination of
financial position and change in financial position (sources, uses, and balances of financial resources) rather
than upon net income. The School District reports these major governmental funds and fund types:

The general fund is the School District’s primary operating fund. It accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

The capital reserve fund, a capital projects fund type, accounts for the resources accumulated from
surplus monies in the general fund which is to be used for capital improvements.

The capital projects fund accounts for financial resources to be used for the acquisition or construction
of major capital facilities or equipment (other than those financed by proprietary funds).

The activities reported in this fund are reported as governmental activities in the government-wide financial
statements.

Proprietary Funds

The focus of proprietary fund measurement is upon determination of operating income, changes in net
position, financial position, and cash flows. The generally accepted accounting principles applicable are
those similar to businesses in the private sector. The School District reports the following proprietary fund

type:

Enterprise funds are required to be used to account for operations for which a fee is charged to external
users for goods or services and the activity is financed with debt that is solely secured by a pledge of the
net revenues. The activities reported in these funds are reported as business-type activities in the
government-wide financial statements. The food service fund accounts for the revenues, food
purchases and other costs and expenses for providing meals to students and/or faculty during the school
year.

1=



Allegheny Valley School District
Notes to Financial Statements
June 30, 2017

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

B. Basic Financial Statements - Fund Fipancial Statements (Cont’d)

3. Fiduciary Funds

Fiduciary funds are used to report assets held in a trustee or agency capacity for others and are therefore not
available to support School District programs. The reporting focus is on net position and changes in net
position. The School District’s fiduciary funds are presented in the fiduciary fund financial statements by
type (pension, private purpose, or agency). The School District reports the following fiduciary fund types:

The private purpose trust fund is used to account for resources of monies contributed to the School
District for scholarships. The scholarship funds are considered private purpose trust funds.

The agency fund represents the School District’s student activity funds. These funds account for
student activities in the high school and elementary school.

During the course of operations, the government has activity between funds for various purposes. Any
residual balances outstanding at year-end are reported as due from/to other funds and advances to/from other
funds. While these balances are reported in fund financial statements, certain eliminations are made in the
preparation of the government-wide financial statements. Balances between the funds included in
governmental activities (i.e., the governmental and internal service funds) are eliminated so that only the net
amount is included as internal balances in the governmental activities column. Similarly, balances between the
funds included in business-type activities (i.e. the enterprise funds) are eliminated so that only the net amount
is included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial statements, these amounts are reported at gross amounts as transfers in/out. While reported in fund
financial statements, certain eliminations are made in in the preparation of the government-wide financial
statements. Transfers between the funds included in governmental activities are eliminated so that only the net
amount is included as transfers in the governmental activities column. Similarly, balances between the funds
included in business-type activities are eliminated so that only the net amount is included as transfers in the
business-type activities column.

. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and basis
of accounting. Measurement focus indicates the type of resources being measured such as current financial
resources ot economic resources. The basis of accounting indicates the timing of transactions or events for
recognition in the financial statements.

-32-
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Allegheny Valley School District
Notes to Financial Statements
June 30, 2017

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

C. Measurement Focus and Basis of Accounting (Cont’d)

The government-wide financial statements and proprietary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounring. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the government
considers revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences, and claims and judgments, are
recorded only when payment is due. General capital asset acquisitions are reported as expenditures in
governmental funds. Issuance of long-term debt and acquisitions under capital leases are reported as other
financing sources.

Property taxes, intergovernmental revenues, interest, rent and certain miscellaneous income associated with the
current fiscal period are considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. Entitlements are recorded as revenues when all eligibility requirements are met,
including any time requirements and the amount is received during the period or within the availability period
for this revenue source (within 60 days of year-end). Expenditure-driven grants are recognized as revenue
when the qualifying expenditures have been incurred and all other eligibility requirements have been met, and
the amount is received during the period or within the availability period for this revenue source (within 60 days
of year-end). All other revenue items are considered to be measureable and available only when cash is
received by the government.

The proprietary fund is reported using the economic resources measurement focus and the accrual basis of
accounting. The agency fund has no measurement focus but utilizes the accrual basis of accounting for
reporting its assets and liabilities.

. Joint Ventures

The School District is one of nine member school districts of the Forbes Road East Area Vocational-Technical
School (*Forbes™. Forbes provides vocational-technical training and education to participating students of the
member districts. Forbes is controlled and governed by the Joint Board, which is composed of all the school
board members of all of the member districts. Direct oversight of Forbes’ operations is the responsibility of the
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Joint Committee, which consists of one representative from each participating school district. No member of
the Jointure exercises specific control over the fiscal policies or operations of Forbes. The School District’s
share of annual operating and capital costs for Forbes fluctuates, based on the percentage of enrollment of
each member district in the school. The School District's financial obligation to Forbes for the year ended June
30, 2017 was $243,678 which has been reported in the School District’s general fund. The School District has
no equity interest in Forbes as of June 30, 2017. Complete financial statements for Forbes can be obtained
from the administrative offices at 607 Beatty Road; Monroeville, Pennsylvania 15146.

. Cash and Cash Equivalents

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

. Investments

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

. Budgets

The School Board approves, prior to the beginning of each year, an annual budget on the modified accrual basis
of accounting for the general fund. This is the only fund for which a budget is required and for which taxes
may be levied. The general fund is the only fund that has an annual budget that has been legally adopted by the
School Board. The Public School Code allows the School Board to authorize budget transfer amendments
during the year, but only during the last nine months of the fiscal year. The School Board approved various
budget transfers throughout the schoot year. There were no supplemental budgetary appropriations made
during the year ended June 30, 2017.
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Budgets (Cont’d)

The final budget data reflected in the financial statements includes the effect of approved budget transfer
amendments and, for comparative purposes; the actual amounts have also been presented. The School District
expenditures may not legally exceed the revised budget amounts by function. Function is defined as a program
area such as instructional services. Management may amend the budget without seeking prior approval of the
Board within a function. Amendments between functions require prior Board approval. Excess of
expenditures over appropriations in the general fund is presented in the required supplementary information
section.

. Receivables and Payables

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

Inventories

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

Inventories in governmental funds are stated at cost by the first-in, first-out method. The purchase method is
used to account for inventories. Under the purchase method, inventories are recorded as expenditures when
purchased; however, an estimated value of inventories is reported as an asset in the general fund, if considered
material. There was no material inventory balance as of June 30, 2017.

The inventory of the food service fund consists of food supplies and government donated commodities which
were valued at estimated fair market value, and purchased commodities and supplies, both valued at cost using
the first-in, first-out (FIFO) method. Any unused commodities donated by the federal government at June 30,
2017 are reported as unearned revenue.

. Prepaid Items

In both the government-wide and fund financial statements, certain payments to vendors reflect costs applicable
to future accounting periods are recorded as prepaid items. The cost of prepaid items is recorded as
expenditures/expenses when consumed rather than when purchased.
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