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TO THE BOARD OF SCHOOL DIRECTORS
OXFORD AREA SCHOOL DISTRICT
OXFORD, PENNSYLVANIA

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of Oxford Area School District (the School)
for the year ended June 30, 2011, Professional standards require that we provide you with information
about our responsibilities under generally accepted auditing standards, Government Auditing Standards
and OMB Circular A-133, as well as certain information related to the planned scope and timing of our
audit. We have communicated such information in our letier to you dated August 24, 2011. Professional
standards also require that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Oxford Area School District are described in Note 1 to the financial
statements. New fund balance policies were adopted as required. The application of all other existing
policies were not changed during the year. We noted no transactions entered into by the School during
the year for which there is a lack of authoritative guidance or consensus. All significant fransactions have
been recognized in the financial statementis in the proper period.

Accounting estimates are an infegral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financial statements was
depreciation.

Management’s estimate of depreciation is based on the useful lives of the respective assets. We
evaluated the key factors and assumptions used to develop the depreciation estimate in
determining that it is reasonable in relation to the financial statements taken as a whole.

Management’s estimate of Other Post Retirement Benefits is based on an actuarial
calculation of future benefits applied currently. We reviewed the actuarial calculations
done by an outside expert firm and deemed them reasonable in relation to the statements
taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users, The financial statement disclosures are neuiral, consistent, and clear.
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TO THE BOARD OF SCHOOL DIRECTORS
OXFORD AREA SCHOOL DISTRICT

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a
result of audit procedures and corrected by management were material, either individually or in the
aggregate, fo each opinion unit’s financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be
significant fo the financial statements or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Consultdations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obfaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the School’s financial statements or a determination of the type
of auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant fo check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the School’s auditors, However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Information in Documents Containing Audited Financial Statements

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

This information is intended solely for the use of the Board of Education and management of Oxford
Area School District and is not intended to be and should not be used by anyone other than these specified

parties.
Umbiei, Knnengel ¢ froniaten, £C.

August 24, 2011
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TRANSMITTAL LETTER

TO THE BOARD OF SCHOOL DIRECTORS
OXFORD AREA SCHOOL DISTRICT
OXFORD, PENNSYLVANIA

We have performed the Single Audit of the School District for the fiscal year
ended June 30, 2011 and have enclosed the Single Audit reporting package.

The single audit was done to fulfili the requirements of OMB Circular A-133. It
entailed: 1. an audit of the basic financial statements and our opinion thereon; 2. an
examination of the schedule of federal financial assistance and our opinion thereon; 3. a
review of the internal control structure based on the understanding obtained as part of the
audit of the basic financial statements and opinion thereon; 4. a review of compliance
based on an audit of the basic financial statements in accordance with Government
Auditing Standards; and 5. a review of compliance with requirements and controls
applicable to the federal financial assistance programs and our opinion thereon.

A SAS 115 letter was issued for June 30, 2011 indicating we did not identify any
deficiencies 1n internal control that we considered to be material weaknesses,

Upmbiait, Krungel ¥ oareinte; £C.

August 24, 2011
Kennett Square, Pennsylvania
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INDEPENDENT AUDITOR’S REPORT

TO THE BOARD OF EDUCATION
OXFORD AREA SCHOOL DISTRICT
OXFORD, PENNSYLVANIA

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund information of
the Oxford Area School District, as of and for the year ended June 30, 2011, which collectively
comprise the school district’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Oxford Area School District’s management.
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
Govemnment Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our 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 the Oxford Area
School District, as of June 30, 2011, and the respective changes in financial position and cash
flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
August 24, 2011, on our consideration of the Oxford Area 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 the infernal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information be presented to
supplement the basic financial statements, Such information, although not a part of the basic
financial statements, is required by the Government Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Oxford Area School District’s financial statements as a whole.
The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and is also not a required part of
the financial statements. The schedule of expenditures of federal awards is the responsibility of
management and was derived from and relate directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the andit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole,

UYmbieit, Knuengel ¢ faontintes, FC.

August 24, 2011
Kennett Square, Pennsylvania



OXFORD AREA SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED JUNE 30, 2011

This section of the Oxford Area School District’s annual financial report provides a
discussion and analysis of the District’s financial performance during the fiscal year ending June 30,
2011. This discussion and analysis should be read in conjunction with the District’s accompanying
financial statements, which immediately follow this section.

Financial Highlights

» The District’s financial status continued to strengthen during the 2010-2011 fiscal year,
Total net assets increased 11.38% over the course of the year to $47,634,018

e The District’s total revenues increased by 1.21% to $59,749,796 which represents
$4,865,366 more than the cost of all programs and services.

e The total cost of all programs and services rose 6.10% to $54,884,430.

e The net assets of business-type activities — food services — decreased 3.52% this year.
Revenues, excluding other financing sources, decreased 1.26% to $1,628,425 and
expenses decreased 0.45% to $1,655,466; maintaining a fund balance of $1,955,964.

s At June 30, 2011, the District had $134,634,799 invested in a broad range of capital
assets, including land, school buildings, administrative offices, athletic facilities, furniture
and equipment, This amount represents a net increase of $1,051,203 or 0.79% from last
year.

Overview of the Financial Statements

This annual report consists of three parts: management’s discussion and analysis (this
section), the basic financial statements and required supplementary information, The basic financial
statements include two kinds of statements which present different views of the District, The first
two statements are District-wide financial statements that provide both short-term and long-term
information about the District’s overall financial status. The remaining statements are fund financial
statements that focus on individual parts of the District, reporting the District’s operations in more
detail than the District-wide statements. The governmental funds statements indicate how basic
services such as regular and special education were financed in the short term as well as indicate
future spending plans. Proprictary fund statements offer short and long-term financial information
about activities the District operates like a business, such as food services, Fiduciary funds
statements provide information about the financial relationships in which the District acts solely as a
trustec or agent for the benefit of others, such as student activity funds and scholarship funds.



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

The following chart summarizes the major features of the District’s financial statements. The
remainder of this overview section of management’s discussion and analysis highlights the structure
and contents of each of the statements.

Major Features of the District-wide and Fund Financial Statements
District-wide Fund Financial Statements
Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire District Activities of the Activities the District | Instances in which
{except fiduciary | District that are not operates similar fo the District
funds) proprietary or private businesses, administers resources
fiduciary, such as such as food services. | on behalf of someone
general operating else, such as
and capital projects scholarship programs
and student activities
monies
Required » Statement of Balance sheet s Statement of net s Statement of
financial net assets o Statement of assets fiduciary net assets
statements s Statement of reventes, e Statement of cash | * Statementof
activities expenditares, and flows changes in fiduciary
: net assets
changes in fund
balances
Accounting Accrual Modified accrual Accrual accounting and | Accrual accounting and
basis and accounting and accounting and current | economic resources €CONOMIC resources
measurement econemic financial focus focus focus
focus resources focus
Type of All assets and Generally assets All assets and liabilities, | All assets and liabilities,
asset/Hability fiabilities, both expected to be used up | both financial and both short-term and
information financial and and liabilities that come | capital, and short-term | long-term; funds do not
capital, short-term | due during the year or and long-term. currently contain capital
and long-term soon thereafter; ne assets, although they
capital assets or long- can
term liabilities included
Type of All revenues and Revenues for which All revenues and All additions and
inflow/outflow | expenses during cash is received during | expenses during the deductions during the
information year, regardless of | or soon after the cnd of | year, regardless of when | year, regardless of when
when cash is the year; expenditures cash is received or paid | cash is received or paid
received or paid when goods or services
have been received and
the related liability is
due and payable

Districf-wide Statements

The District-wide statements report information about the District as a whole using
accounting methods similar to those used by private-sector companies. The Statement of Net Assets
includes all of the District’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.
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The two District-wide statements report the District’s net assets and how they have changed.
Net assets — the difference between the District’s assets and liabilities - are one way of measuring
the District’s financial health or position. Over time, increases or decreases in the District’s net
assets are an indicator of whether its financial position is improving or deteriorating, To assess the
District’s overall health, to non-financial factors, such as changes in the District’s property tax base
and the condition or need for improvements or expansion to existing school facilities are considered.

In the District-wide financial statements, the District’s activities are divided into two

categories as follows:

+ Governmental Activities: Most of the District’s basic services are included here, such
as regular and special education, maintenance and operation of plant services,
transportation services and administrative services. Property taxes along with state
formula aid finance most of these activities.

¢ Business-type Activities: The District charges fees to cover the cost of certain services
such as food services programs.

Fund Financial Statements

The fund financial statements provide more defailed information about the District’s funds.
These statements focus on the District’s most significant or “major” funds — not the District as a
whole, Funds are accounting components the District uses to keep track of specific sources of
funding and spending on patticular programs. Some funds are required by state law and by bond
covenants. The District may establish other funds to control and manage money for particular
purposes, such as repaying its long-term debts.

The District has three types of funds as follows:

Governmental Funds: Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets can readily be converted into cash
inflows and outflows and (2) balances left at year-end that are available for spending. Consequently,
the governmental funds statements provide a detailed short-term view that helps determine whether
there are more or fewer financial resources that can be spent in the near future to finance the
District’s programs. Because this information does not encompass the additional long-term focus of
the District-wide statements, additional information at the bottom of the governmental funds
statements explains the relationship (or differences) between them.

Proprietary Funds: Services for which the District charges a fee are generally reported in
proprietary funds, Proprietary funds are reported in the same way as the District-wide financial
statements. The District’s Enterprise Funds (one type of proprietary fund) are the same as its
business-type activities but provide more detail and additional information, such as cash flows, The
District currently has one enterprise fund, the food service fund.

Fiduciary Funds: The District is the trustee, or fiduciary, for assets that belong to others, such as
scholarship funds or student activity funds. The District is responsible for ensuring that the assels
reported in these funds are used only for their intended purposes and by those to whom the assets
belong, The District excludes these activities from the Disirict-wide financial statements because it
cannot use these assets to finance its operations.
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Financial Analysis of the District as a Whole

The District’s total net assets were larger on June 30, 2011, than they were the previous year.
Total net assets increased 11.38% over the course of the year to $47,634,018. The following table
presents condensed financial information for the net assets of the District as of June 30, 2011 and
June 30, 2010,

Condensed Statement of Net Assets
Govemnmental Business-Type
Activities Activities Total
2011 2010 2011 2010 2011 2010

Current and Other Assets $29,695,072 $25,920,669 $631,940 $630,088 330,327,012 $26,550,757
Capital Assels 100,186,964 102,205,435 1,324,333 1,372,664 101,511,297 103,578,099

Total Assets $129,882,036 $128,126,104 $1,956,273 $2,002,752 $131,838,309 $130,128,856
Long-term Debt Quistanding $76,986,976 $79,929,495 - 3§ - $76,986,976 $79,920.495
Current Liabilities 7,217,006 7,410,962 $309 $19,747 7,217,315 7,430,709

Total Liabilities $84,203,982 $87,340,457 $309 $19,747 $84,204,291 $87,360,204
Net Assels

Invested in Capital Assets, Net $21,121,964 320,040,435 $1,324,333 $1,372,664 $22,446,297 $21,413,099

Restricted 3,411,039 8,177,073 - - 3,411,039 8,177,073

Unrestricted 21,145,051 12,568,139 $631,631 $610,341 21,776,082 13,178,480

Total Net Assets $45,678,054 540,785,647 $1,955,964 $1,983,005 $47,634,018 $42,768,652

The restricted net assets in the amount of $3,411,039 are set aside to fund capital
improvements. The balance remaining in unassigned net assets is available to fund any unforeseen
financial issues.

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 presented to determine the final amount of the
District’s activities that are supported by other general revenues. The largest revenues are property
taxes and the basic education subsidy provided by the Commonwealth of Pennsylvania.

The following table presents condensed financial information from the Statement of
Activities in a different format. The District’s total revenues increased by only $715,855 or 1.21%,.
Property taxes and other taxes levied for general purposes accounted for most of the District’s
revenue in the amount of $33,833,416 or 56.63%. Another $18,853,372 or 31.55% came from state
formula aid, such as the basic education and special education subsidies. The remainder, $7,063,008
or 11.82% came from several sources. $4,361,719 of the revenue came from operating grants such
as the student transportation and food service subsidies. $520,955 came from earnings on
investments, Federal IDEA pass through revenue and rental income. $1,345,000 was from debt
service reimbursements and $835,334 was fees charged by food service for student and staff meals
along with catering services.
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The total cost of all programs and services rose 6.10% to $54,884,430. The District’s
expenses are predominately related to instructing, caring for (support services and operation of
school facilities) and transporting students, which represents 87.06% or $47,783,331 of total
expenses. Tofal revenues exceeded total expenses, which produced an increase in net assets of
$4,865,366 over the past year.

Revenues:
Program Revenues
Charges for Services
Operating Grants and
Contributions
Capital Grants and
Contributions
General Reveunues
Property Taxes and other taxes
ltevied for general purposes
State Formula Aid
Other
‘Fransfers
Total Revenues

Expenses:
Instruction
Support Services
Non-Instructional Services
Other
Total Expenses
Increase(Decrease) in Net Assets

Changes in Net Assests from Operating Results

Governmentat

Business-Type

Activities Activitics Tolal

2011 2010 2011 2610 2011 2010
$835,334 $837,128 $835,334 $837,128
$3,569,052 $3,600,915 792,667 810,588 4,361,719 4,411,503
1,345,000 1,337,548 [,345,600 1,337,548
33,833,410 33,819,378 33,833,416 33,819,378
18,853,372 17,564,979 18,853,372 17,564,979
520,531 1,056,347 424 7,058 520,955 1,063,405
(436,690) 436,690 - -
$58,121,371 856,942,477 $1,628,425 $2,091,464 $59,749,796 $59,033,941
$32,478,712 $29,691,136 $32,478,712 $29,691,136
15,304,619 15,034,263 15,304,619 15,034,263
849,827 825,871 849,827 825,871
4,595,806 4,515,050 1,655,466 1,662,882 6,251,272 6,177,932
$53,228,964 $50,066,320 $1,655,466 $1,662,882 554,884,430 $51,729,202
54,892,407 $6,876,157 ($27,041) $428,582 $4,865,366 $7,304,739

Presented below is the cost of four (4) major District activities: instruction, support services,
non-insiructional services, and other. The table also shows each activity’s net cost (total cost less
fees generated by the activities and governmental aid provided for specific programs). The net cost
shows the amount needed to be funded by other revenue sources, primarily the District’s taxpayers.
The net cost of governmental activitics increased by 7.06% to $48,314,912,

Instruction
Support Services
Non-Instructional Services
Other

Total

Net Cost of Governmental Activities

Total Cost % Net Cost %

of Services Change of Services Change

2011 2010 2010-11 2011 2010 2010-11
$32,478,712 $29,691,136 9.39% $30,691,443 $27,8590,810 10.04%
15,304,619 15,034,263 1.80% 13,681,568 13,370,852 2.32%
849,827 825,871 2.90% 691,095 688,693 0.35%
4,595,806 4,515,050 1.79% 3,250,806 3,177,502 2.31%
$53,228,964 $50,066,320 6.32% $48,314,912 $45,127,857 7.06%
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Financial Analysis of the District’s Funds

At the end of fiscal year 2011, governmental funds had total fund balances of $25,507,118.
During 2010-2011 the net change in governmental fund balances increased by $4,041,465 or
18.83%. As previously mentioned $8,496,093 was set aside to fund deferred maintenance and future
capital improvements. The District also set aside funds to cover future unanticipated health care
costs, pension costs and utility costs, totaling $8,246,146. $4,335,948 was set aside to cover
unanticipated future revenue shortfalls and $4,428,931 is available to fund any unforeseen financial
issues.

The business-type activities produced a slight operating loss because of planned capital
improvements. In addition to the Disfrict-wide financial statements, food services are reported in
greater detail in the proprietary fund statements.

General Fund Budgetary Highlights

During the fiscal year, the Board of School Directors authorized revisions to the original
budget to accommodate differences from the original budget to the actual expenditures of the
District. A schedule showing the District’s original and final budget amounts compared to amounts
actually received and disbursed is provided in the financial statements.

To balance the budget, the District had planned to utilize $220,000 of fund balance from the
previous year. The difference in the 2010-2011 revenues and cxpenses compared to the budget
resulted in an overall positive variance of $4,143,658. An additional $421,213 was committed to
Capital Reserve to fund future capital projects, $3,494,898 was committed for future increased
pension costs and $1,290,856 was committed for unanticipated future revenue shortfalls, reducing
the General Fund’s unassigned fund balance to $4,428,931 or 8% of anticipated expenditures.

The excess was due to a combination of factors. $2,358,233 of the positive budget variance
in Federal revenue sources was a direct result of the American Recovery and Reinvestment Act
(ARRA) funding received in 2010-2011. Variable interest rates on Debt Service payments resulting
in a savings of $230,456; favorable negotiations for the purchase of electric, natural gas and other
utilities resulting in a savings of $743,493; the closing of a home charter school resulting in a
savings of $446,101 and the successful management of health insurance through a self-insured
program resulting in a savings of $1,294,387 produced a total savings of $2,714,788.

Capital Asset and Debt Administration

Capital Assets

At June 30, 2011, the District had $134,634,799 invested in a broad range of capital assets,
including land, school buildings, administrative offices, athletic facilities, furniture and equipment.
This amount represents a net increase of $1,051,203 or 0.79% from last year. The increase is
attributed to the maintenance of school facilities and the purchase of land. Total depreciation
expense for the year amounted to $3,101,741. The following schedule depicts the change in capital
assets for the period July 1, 2010 through June 30, 2011. More detailed information about capital
assets can be found in the notes to the financial statements.
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Capital Assels
Governmental Business-Type Total %

Activities Activities Activitics Change

2011 2010 2011 2010 2011 2010 2010-11
Land $5,255.835 54,880,835 $5,235,835 54,880,835 7.68%

Building & Building

Tmprovements 121,074338 120,342,804 121,074,338 120,342,804 0.61%
Fixtures & Equipment 6,415,801 (4,468,101 1,888,825 1,872,561 8,304,626 8,340,662 -0.43%
Construction in Progress 19,295 8 19,295 -100.00%
Total $132,745,974 $131,711,035 §1,888,825 $1,872,561 $134,634,799 $133,583,596 0.79%

Long-term Debt

As of June 30, 2011, the District had $79,065,000 in general obligation bonds and other long-
term debt outstanding, a decrease of $3,100,000 over last year. The District incurred no new debi
and refinanced no outstanding debt in 2010-2011. More detailed information about the District’s
long-term liabilities is presented in the notes to the financial statements.

Outstanding Long-Term Debt

Totals 8 Change % Change
2011 2010 2010-11 2010-11
General Obligation Bonds  $79,065,000  $82,165,000 {$3,100,000) -3.77%

Factors Bearing on the District’s Future

At the time these financial statements were prepared and audited, the District was aware of
four existing circumstances that could impact its future:

1. The following employee labor contracts:
» June 30, 2014 will mark the expiration of the current four-year teacher’s contract, The
economic package (salaries and fringe benefits) over the next three years provides for a
3.5% annual increase in salaries each year and includes an increase in employee
contributions for health care costs each year,

¢ June 30, 2013 will mark the expiration of the current four-year classified employee’s
contract with the custodial/maintenance staff. The economic package (salaries and fringe
benefits) over the next two years provides for a 3.25% and 3.5% annual increase in salaries
and includes an increase in employee contributions for health care costs each year.

e June 30, 2013 will mark the expiration of the cwrent three-year classified employee’s
contract with the secretarial/clerical staff. The economic package (salaries and fringe
benefits) over the next two years provides for a 1.4% and 1.7% annual increase in salaries
and includes an increase in employee contributions for health care costs each year.
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2. The Pennsylvania School Employees Retirement System trustees set the contribution rate that all
school districts must pay in 2010-11 at 5.64% of eligible wages. Employer coniribution rates are
expected to rise to 8.65% in 2011-12, 12,19% in 2012-13 and 16.69% in 2013-14. Starting in
2016-17 rates are expected to climb to nearly 25% and above in future years. This increase will
result in an additional expenditure of $3,730,000 annually for this District. The District
committed $5,909,296 of its fund balance to cover future increased pension costs,

3. The current national and global economic conditions continue to affect the district’s revenue
stream. The downturn in the current housing market has resulted in the loss of interim real estate
taxes (new construction) and real estate transfer tax (sales of existing homes). The number of
successful real estate tax assessment appeals in the past few years has reached a level to impact
the assessment base downward resulting in the loss of annual real estate taxes. Declining interest
rates have resulted in lower income earned on district investments and increasing unemployment
has resulted in slower growth of earned income tax.

4, Special Session Act 1 of 2006: The law limits real estate tax increases to an index established by
the Pennsylvania Department of Education. Districts that cannot balance their budget, even after
including revenue to be obtained by increasing taxes to the maximum extent allowed by the
index, are eligible to seek back-end referendum exceptions. The exceptions are for costs that are
beyond the direct control of local school boards, However during the past year the number of
exceptions has been reduced from seven (7) to two (2); increases in mandated special education
costs and in contributions to the employee retirement system (Act 25 of 2011). If additional
dollars received through the exceptions are still not adequate to balance the budget, districts must
either decide to go to the voters for approval for a tax increase or make further cuts to their
budget to fit the revenues available,

Contacting the District’s Financial Management

This financial report is designed fo provide the District’s citizens, taxpayers, customers, investors
and creditors with a general overview of the District’s finances and to demonstrate the District’s
accountability for the money it receives. If you have any questions about this report or need
additional financial information, contact the Business Office, Oxford Area School District, 125 Bell
Tower Lane, Oxford, PA 19363



OXFORD AREA SCHOOL DISTRICT

ASSETS

CURRENT ASSETS

Cash and Cash Equivalenis
Investments

Taxes Receivable, Net

Internal Balances
Intergovernmental Receivables
Inventory/Other

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Land

Building and Building Improvements
Fixtures and Equipment

Less: Accumulated Depreciation
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS
LIABILITIES

CURRENT LIABILITIES

Accounts Payable

Accrued Salaries & Benefits

Accrued Inferest

Current Portion of Long-Term Obligations
Deferred Revenue

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES

Bonds Payable

Post Employment Benefits

Long-Term Portion of Compensated Absences
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets (Net)
Restricted

Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

Sce Notes to Financial Statements
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STATEMENT OF NET ASSETS
AS OF JUNE 30, 2011
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL

$ 843,460 $ 85,662 $ 929,122
26,382,294 493,865 26,876,159
2,081,491 - 2,081,491
367,499 32,608 400,107
20,328 19,805 40,133
29,695,072 631,940 30,327,012
5,255,835 - 5,255,835
121,074,338 - 121,074,338
6,415,801 1,888,825 8,304,626

(32,559,010) (564,492) (33,123,502)
100,186,964 1,324,333 101,511,297
$ 129,882,036 $ 1,956,273 $ 131,838,309
$ 1,048,389 $ 309 $ 1,048,698
1,664,625 - 1,664,625
1,317,000 - 1,317,000
3,170,000 - 3,170,000
16,992 - 16,992
7,217,006 309 7,217,315
75,895,000 - 75,895,000
694,769 - 694,769
397,207 - 397,207
76,986,976 - 76,986,976
84,203,982 309 84,204,291
21,121,964 1,324,333 22,446,297
3,411,039 - 3,411,039
21,145,051 631,631 21,776,682
45,678,054 1,955,964 47,634,018
$ 129,882,036 $ 1,956,273 $ 131,838,309
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OXFORD AREA SCHOOI DISTRICT

17
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2011
CAPITAL CAPITAL TOTAL
GENERAL PROJECTS RESERVE GOVERNMENTAL
FUND FUND FUND FUNDS
ASSETS

Cash and Cash Equivalents 3 838,603 $ 621 $ 4,236 b 843,460
Investments 18,312,271 3,410,418 4,659,605 26,382,294
Accounis Receivables:

Delinquent Taxes 2,142,239 - ~ 2,142,239

Intergovernmental 367,499 - - 367,499
Other Assets 20,328 - - 20,328
TOTAL ASSETS $ 21,680,940 $ 3,411,039 $ 4,663,841 3 29,755,820

LIABILITIES AND FUND EQUITY

LIABILITIES

Accounts Payable $ 1,048,389 3 - b - 3 1,048,389

Salaries and Benefits Payable 1,664,025 - - 1,664,625

Deferred Revenue 1,535,088 - - 1,535,688

Due to Other Funds - - - -

Commitments/Contingencies - - - -
TOTAL LIABILITIES 4,248 702 - - 4,248,702
FUND EQUITY
Fund Balances:

Non-Spendable - - - -

Restricted - 3,411,039 - 3,411,039

Committed 13,003,307 - 4,663,841 17,667,148

Assigned - - - -

Unassigned 4,428,931 - - 4,428,931
TOTAL FUND EQUITY 17,432,238 3,411,039 4,663,841 25,507,118
TOTAL LIABILITIES AND FUND EQUITY $ 21,680,940 $ 3,411,039 $ 4,663,841 3 29,755,820

See Notes to Financial Statements
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18
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
AS OF JUNE 30, 2011
TOTAL FUND BALANCES - GOVERNMENTAL FUNDS 3 25,507,118
Amounts reported for governmental activities in the statement
of net assets are different because:
Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in governmental funds. The cost
of the assets is $132,745,974 and the accumulated depreciation is $32,559,010. 100,186,964
Property taxes receivable will be collected this year, but are not available
soon enough to pay for the current period's expenditures and therefore
are deferred in the funds. 1,518,696
Allowance for doubtful accounts - taxes receivable (60,748)
Long-tern: Habilities, including bonds 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 (79,065,000)
Accrued Interest on Bonds (1,317,600)
Compensated Absences {397,207)
Other post-retirement employment benefits (OPEB) retiree benefits are viewed
as a form of deferred compensation. As such, the benefits are treated as being
earned over the working lifetime of the employee so that the cost is fully charged
to operations by the earliest date of eligibility under the plan. (694,769)
TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES 3 45,678,054

See Notes to Financial Statements.



REVENUES

Revenne from local sources:
Real estate taxes
Interim taxes
Utility taxes
Earned income taxes
Transfer taxes
Delinguent taxes
Eamings from investments
Other revenue/bond proceeds

Subtotal

State reimbursements
Federal reimbursements
TOTAL REVENUES

EXPENDITURES
Instruction
Support services
Non-instructional services
Facilities acquisition,

construction and improvement

Debt service

TOTAL EXPENDITURES

Excess of revenues or (expenditures)
Fund transfers

Hxcess of revenues or
{expenditures and fund transfers)

FUND EQUITY - July 1

OXFORD AREA SCHOOL DISTRICT

19
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2011
TOTAL
CAPITAL CAPITAL  GOVERNMENTAL
GENERAL PROJECTS RESERVE FUNDS
$ 29939201 § -8 -8 29,939,201
217,250 - . 217,250
46,739 - - 46,739
2,054,857 - - 2,054,857
300,543 - - 300,543
1,328,932 - - 1,328,932
118,393 2,935 40,652 161,980
517,283 - - 517,283
34,523,198 2,935 40,652 34,566,785
19,776,682 . . 19,776,682
3,832,010 - - 3,832,010
58,131,890 2,935 40,652 58,175,477
31,143,607 - - 31,143,607
14,274,856 - - 14,274,856
849,827 - ; 849,827
- 498,661 613,924 1,112,585
6,753,137 - - 6,753,137
53,021,427 498,661 613,924 54,134,012
5,110,463 (495,726) (573,272) 4,041,465
(966,805) - 966,805 -
4,143,658 (495,726) 393,533 4,041,465
13,288,580 3,906,765 4,270,308 21,465,653
$ 17432238 $ 341,039 $ 4,663,841 § 25,507,118

FUND EQUITY - June 30

See Notes to Financial Statements
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20
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2011
NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS 3 4,041,465

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

Governmental funds report capital outlays as expenditures. However, in the

statement of activities, the cost of those assets is allocated over their

estimated useful lives as depreciation expense. This is the amount by

which capital outlays exceeded depreciation in the current period:
Capital Outlays 1,034,939
Less: Depreciation Expense (3,053,410)

Because some property taxes will not be collected for several months

after the District's year end, they are not considered as "available" revenues

in the governmental funds. Deferred revenues changed by this amount

during the year (56,360)

Difference in yearly bad debt allowance 2,254

Issuance of long-term debt (e.g. bonds) provides current financial resources

to governmental funds, while the repayment of the principal of long-term

debt consumes the current financial resources of governmental funds.

However, neither transaction has any effect on net assets. Repayment of note

principal is an expenditure in the governmental funds, but the repayment

reduces long-ferm labilities in the statement of net assets, The effect of

these transactions in the statement of activities is shown below:
Issuance of bond proceeds -
Repayment of bond principal 3,100,000

Interest on tong-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, inferest expense

is recognized as the interest accrues, regardless of when it is due. The

additional interest accrued in the statement of activities over the amount

due is shown here 51,000

In the statement of activities, certain operating expenses-compensated absences

{vacations and sick days) are measured by the amounts earned during the year.

In the governmental funds, however, expenditures for these items are

measured by the amount of financial resources used. This amount represents

the difference between the amount earned versus the amount used:
Compensated absences (vacations and sick days) (19,402)
Other post-retirement employment benefits (OPEB) (208,079

CHANGES IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 4,892,407

See Notes to Financial Statements



OXFORD AREA SCHOOL DISTRICT

STATEMENT OF NET ASSETS
PROPRIETARY FUND - FOOD SERVICE

JUNE 30, 2011

ASSETS

Cash

Receivables

Invenfory

Equipment

Less: Accumulated Depreciation

TOTAL ASSETS
LIABILITIES AND EQUITY

LIABILITIES

Accrued Expenses
TOTAL LIABILITIES
EQUITY

Invested in Capital Assets (Net)

Retained earnings

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

See Notes to Financial Statements
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$ 579,527
32,608
19,805

1,888,825

5564,492!
8 1,956.273

$ 309
309

1,324,333
631,631
1,955,964

$ 1,956,273
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22
STATEMENT QOF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2011

REVENUES

Sales $ 835,334
TOTAL REVENUES 835,334
EXPENDITURES

Food and Supplies 743,170

Wages and Benefits 869,228

Utilities 18,087

Maintenance 17,121

Depreciation 78,515

Miscellaneous 10,350
TOTAL EXPENDITURES 1,736,471

Operating Income before transfers (901,137)

Interest Income 424

Subsidies - Federal 771,624

Subsidies - State 102,048
NET INCOME (LOSS) (27,041)
FUND BALANCES

Beginning of year 1,983,005

End of year $ 1,955,964

See Notes to Financial Statements
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STATEMENT OF CASH FLOWS
PROPRIETARY FUND - FOOD SERVICE

FOR THE YEAR ENDED JUNE 30, 2611

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Users
Cash Payments for Expenses

CASH FLOWS FROM NON-CAPITAL FINANCING
ACTIVITIES
State Sources
Federal Sources

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchase of Equipment

CASH FLOWS FROM INVESTING ACTIVITIES
Hamings on Investmenis

NET INCREASE (DECREASE) IN CASH
CASH - BEGINNING OF YEAR

CASH - END OF YEAR

RECONCILIATION OF OPERATING (LOSS) TO
NET CASH PROVIDED BY OFPERATING ACTIVITIES:
Operating Income (Loss)

ADJUSTMENTS TO RECONCILE OPERATING INCOME
(ILOSS) TO NET CASH PROVIDED BY (USED FOR):
Depreciation and Net Amortization
(Increase} Decrease in Inventories
(Increase) Decrease in Other Current Assets
Increase (Decrease) in Accounts Payable
TOTAL ADJUSTMENTS

CASH PROVIDED BY (USED FOR) TOTAL

23

Propriefary
Fund Type
Food Service

$ 835,334

(1,668,031)
(832,697)

102,048
771,624
873,672

(30,184)

424
424

11,215
568,312

$ 579,527

$  (901,137)

78,515
5,146
4,217

(19,438)
68,440

$ 832,697

There were no significant non-cash, non-cash investing, capital or financing activities during the reporting period.

See Notes to Financial Statements
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STATEMENT OF NET ASSETS
AGENCY FUNDS

JUNE 30, 2011

Trust and

Agency
ASSETS
Cash and Cash Equivalents b 31,662
TOTAL ASSETS $ 31,662
LIABILITIES
Accrued Liabilities $ -
TOTAL LIABILITIES -
NET ASSETS 31,662
TOTAL LIABILITIES AND NET ASSETS 3 31,662
STATEMENT OF ACTIVITIES
TRUST AND AGENCY FUND
FOR THE YEAR ENDED JUNE 30, 2011
INCOME $ 21,135
EXPENSES 19,900
NET INCOME $ 1,235

See Notes to Financial Statements
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Student
Activity
Funds

92,382

92,382

92,382

92,382

92,382



OXFORD AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

The Oxford Area School District (the “District”) was formed by state law and began operations
on July 1, 1965. The District is located in Chester County and includes the Borough of Oxford,
and the townships of Lower and Upper Oxford, East and West Nottingham, and Elk.

The District is a political subdivision of the Commonwealth of Pennsylvania created to assist in
the administration of the General Assembly’s dutics under the Constitution of the
Commonwealth to “provide for the maintenance and support of a thorough and efficient system
of public education to serve the needs of the Commonwealth”,

The District is governed by a board of nine school directors who are residents of the School
District and who are elected every (wo years, on a staggered basis, for a four-year term, The
Board of School Directors have the power and duty to establish, equip, furnish, and maintain a
sufficient number of elementary, secondary and other schools necessary to educate every person
residing in such District, between the ages of six and twenty-one years, who may attend.

The Superintendent is the chief administrative officer and chief instructional officer of the Board
and the District and is responsible for the execution of all actions of the Board. Subject to the
policies and direction of the Board, the Superintendent is responsible for the administration and
operation of the public school system and oversees all matters pertaining to instruction. The
Superintendent manages the District with the assistance of the Business Administrator, the
Assistant Superintendent of Pupil Services and Personnel, the Assistant Superintendent of
Curricnlum and Instruction and the Building Principals.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Oxford Area School District (the School District) have
been prepared in accordance with generally accepted accounting principles (GAAP) as
applied to governmental units. The Governmental Accounting Standards Board (GASB)
is the authoritative standard-setting body for the establishment of governmental
accounting and financial reporting principles.

Use of Estimates: The preparation of financial statements in conformity with generally
accepted accounting principles requires management fo make estimates and assumptions
that affected the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates,

Reporting Entity: In evaluating the District as a reporting entity, management has
addressed all potential component units for which the District may or may not be
financially accountable, and as such, be includable within the District’s financial
statements. In accordance with GASB Statement No. 14, the District is financially
accountable if it appoints a voting majority of the organization governing board and (1) it
is able to impose its will on the organization or (2) there is a potential for the organization
to provide specific financial benefits to or impose specific financial burden on the

25
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OXFORD AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

District. Additionally, the primary government is required to consider other organizations
for which the nature and significance of their relationship with the primary government
are such that exclusion would cause the reporting entity’s financial statement to be
misleading or incomplete.

Based upon the application of these criteria, the District has determined it has no
component units.

Fund Accounting: The accounts of the School District are organized on the basis of
funds and account groups, cach of which is considered a separate accounting entity. The
operations of each fund are accounted for with a separate set of self-balancing accounts
that comprise ifs assets, liabilitics, fund equity, revenues and expenditures or expenses, as
appropriate. Resources are allocated to and accounted for in individual funds based upon
the purposes for which they are to be spent.

There are three major fund types and two account groups presented in this report. A brief
description of each is presented below:

1. Governmental Funds — These funds are used to account for most of the Disirict
finances. The focus is on determination of the financial position and changes in
financial position (current financial resources) rather than on income determination.

General Fund - The principal operating fund of the School District. It is used to
account for all financial resources not accounted for and reported in another
fund,

Capital Projecis Fund - used to account for financial resources related to
general fixed asset acquisitions, construction and improvements.

Capital Reserve Fund - accounts for maintenance projects under Section 2932 of
the Code.

2. Proprietary Fund — This fund accounts for District activities that are similar to
business operations in the private sector or where the reporting focus is on
determining net income, financial position and changes in financial position.
(Economic resources measurement focus). Proprietary funds apply Financial

Accounting Standards Board (FASB) pronouncements and Accounting Principles
Board (APB) opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case,
GASB prevails.

Enterprise Fund - accounts for the operation of the Food Service Division,



OXFORD AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1.- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3. Fiduciary Funds - These funds are used to account for assets held by the District as
trustee or agent. The District excludes these activities from the District-wide
financial statements because it cannot use those assets to finance its operations.

Private Purpose Trust Funds — Trust Funds are used to account for assets held by
the School District in a trustee capacity. This fund accounts for various
scholarship programs for students.

Agency Fund - This fund accounts for the receipts and disbursements of monies
from student activity organizations. These organizations exist with the explicit
approval and are subject to revocation of the District governing body. This
accounting reflects the Disirict’s agency relationship with the student activity
organizations.

Basis of Presentation

Government-wide financial statements (i.c., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
District. As a general rule the effect of interfund activity has been eliminated from these
statements. Governmental 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.

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

Fund financial statements are also provided in the report for all of the governmental
funds, proprietary funds, and the fiduciary funds of the District. Major individual
governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements. Nonmajor funds are aggregated and presented
in a single column. Fiduciary funds are reported by fund type.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with the proprietary fund’s principal ongoing
operations, The principal operating revenues of the District’s enterprise fund are food
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OXFORD AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

service charges. Operating expenses for the District’s enterprise fund include food
production costs, supplies, administrative costs, and depreciation on capital assets. All
revenues or expenses not meeting this definition are reported as nonoperating revenues
and expenses.

The District reports the following major governmental funds:

The general fund is the District’s primary operating fund. It accounts for all financial
resources not accounted for and reported in another fund.

The capital projects fund accounts for financial resources that are used for the acquisition
or construction of major capital equipment and facilities.

The capital reserve fund accounts for transfers from other funds and related investment
earnings for capital outlays not accounted for in another fund.

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting as are the proprietary fund and the
fiduciary fund financial statements, Revenues are recorded when earned and expenscs 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. Net assets (total assets less total Habilities) are
used as a practical measure of economic resources and the operating statement includes
all transactions and events that increased or decreased net asscts. Depreciation is charged
as expense against current operations and accumulated depreciation is reported on the
statement of net assets.

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 susceptible to accrual (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 tax revenue to be available if coliected within 60 days of the
end of the fiscal period. Revenue from federal, state and other grants designated for
payment of specific school district expenditures is recognized when the related
expenditures are incurred; accordingly, when such funds are received, they are recorded
as deferred revenues until earned. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting, However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded
only when payment is due.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Budgets and Budgetary Accounting

An operating budget is adopted each year for the General Fund on a modified acerual
basis of accounting.

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

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

- The School District is required to publish notice by advertisement, at least once in
two newspapers of general circulation in the municipality in which if is located,
and within fifteen days of final action, that the proposed budget has been prepared
and is available for public inspection at the administrative office of the School
District. Notice that public hearings will be held on the proposed operating
budget must be included in the advertisement; such hearings are required to be
scheduled at least ten (10) days prior to when final action on adoption is taken by
the Board.

- The Board of Directors may make transfers of funds appropriated to any particular
item of expenditure by legislative action, An affirmative vote of two-thirds of all
members of the Board is required.

- Fund balances in Budgetary Funds may be appropriated based on resolutions
passed by the Board of Education, which authorize the School District to make
expenditures. Appropriations lapse at the end of the fiscal period.

- Included in the General Fund budget are program budgets as prescribed by the
state and federal agencies funding the program. These budgets are approved on a
program by program basis by the state or federal funding agency.

- Capital budgets are not implemented for capifal improvements and capital projects
in the Capital Projects Fund. An adopted budget is not presently required due to
the fund’s recent inception and the limited amount of transactions. Additionally,
all transactions of the Capital Projects Fund are approved by the Board prior to
commitment thereby constructively achieving budgetary conirol.

- An Enterprise Fund budget is not adopted; however, a formal budget is
prepared and approved by management and expenditures are controlled on
the basis of this budget.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Cont’d)

Receivables/Payables

Activity between funds that is 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”.

Cash and Temporary Investments

Cash and temporary investments consist of cash, certificates of deposit and liquid asset
funds.

Cash equivalents in the basic financial statements include all highly-liquid investments
with an original maturity of three months or less.

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 of the governmental funds, consisting principally of textbooks and
instructional supplies, are not valued since it is the consistent policy of the District to
charge these items to expense upon acquisition.

Inventories of the food service fund consisting of food and paper supplies are carried at
cost, using the first-in, first-out method. Federal donated commodities are valued at their
fair market value as determined by the U. S. Department of Agriculture at the date of
donation,

Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the
applicable governmental or business-type activities columns in the government-wide
financial statements. Capital assets are defined by the District as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of one year.
Management has elected to include certain homogeneous asset categories with individual
assets less than $5,000 as composite groups for financial reporting purposes. In addition,
capital assets purchased with long-term debt may be capitalized regardless of the
thresholds established, Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

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

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of business-
type activities is included as part of the capitalized value of the assets constructed.

All reported capital assets are depreciated using the straight-line method over the
following estimated useful lives:

Assets Years
School buildings 40
Building improvements 20
Land improvements 40
Furniture 10
Vehicles 8
Equipment 3-10

Proprietary fund equipment purchases are capitalized in the proprietary fund at cost and
depreciated on a straight-line basis over estimated useful lives (10 years).

Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as
Habilities in the applicable governmental activities or proprietary fund type statement of
net asscts. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt.

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

Net Assets

Beginning with the year ended June 30, 2011, the School District has implemented GASB
Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions”.
This Statement provides more clearly defined fund balance categories to make the nature
and extent of the constraints placed on the School District’s fund balances more
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

transparent, The following classifications describe the relative strength of the spending
constraints:

Nonspendable fund balance-amounts that are not in spendable form (such as
inventory) or are required to be maintained intact.

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

Committed fund balance-amounts constrained to specific purposes by the
School District itself, using its highest level of decision-making authority (the
Board of Directors). To be reported as committed, amounts cannot be used for
any other purpose unless the School District 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 Board of Directors or by an official or
body to which the Board of Directors delegates the authority.

Unassigned fund balance-amounts available for any purpose. Positive amounts
are reported only in the General Fund.

Beginning fund balances for the School District’s governmental funds have been restated
to reflect the above classifications.

The Board of Directors establishes (and modifies or rescinds) fund balance commitments
by passage of a 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. Assigned fund balance is established by the
Board of Directors through adoption or amendment of the budget as intended for specific
purposes (such as the purchase of fixed assets, construction, debt service, or for other
purposes).

The Schootl District will typically use Restricted fund balances first, followed by
Committed resources, and then assigned resources, as appropriate opportunities arise, but
reserves the right to selectively spend Unassigned resources first to defer the use of these
other classified funds.

In the general fund, the School District sirives to maintain an unassigned fund balance to
be used for unanticipated emergencies of approximately 8% of the actual GAAP basis
expenditures and other financing sources and uses,
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NOTE 2 - FUND BALANCE

As of June 30, 2011, the School District has adopted GASB Statement No. 54, which
redefined how fund balances of the governmental funds are presented in the financial
statements. Fund balances are classified as follows:

Nonspendable-Amounts that cannot be spent either because they are not in a spendable
form or because they are legally or contractually required to be maintained intact.

Restricted-Amounts that can be spent only for specific purposes because of state or
federal laws, or externally imposed conditions by grantors or creditors.

Committed-Amounts that can be used only for specific purposes determined by a formal
action by Board of Directors resolution.

Assigned-Amounts that are designated by the Superintendent or Business Manager for a
specific purpose but are not spendable until a budget resolution is passed by the Board of
Directors.

Unassigned-All amounts not included in other spendable classifications.

The details of the fund balances are included in the Governmental Funds Balance Sheet.
As discussed in Note 1, restricted funds are used first as appropriate, followed by
Comnitted resources and then Assigned resources, to the extent that expenditure
authority has been budgeted by the Board of Directors or the Assignment has been
changed by the Superintendent or Business Manager. The School District does reserve
the right to first reduce Unassigned Fund balance to defer the use of these other classified
funds. In the event that Unassigned Fund Balance becomes zero, then Assigned and
Committed Fund Balances are used in that order.

General Fund
The General Fund has Unassigned Fund Balance of $4,428,931 at June 30, 2011,
The General Fund has Committed Funds that consists of Reserve Accounts of

$13,003,307. The Reserve Accounts were authorized by resolution to set aside resources
to fund anficipated expenditures as follows:

Capital projects and outlays 3 421,213
Health costs 1,986,850
Retirement costs 5,909,296
Utility costs 350,000
Revenue shortfalls 4,335,948

TOTAL $ 13,003,307
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NOTE 2 - FUND BALANCE (Cont’d)
Other Major Funds

The Capital Projects Fund has Restricted Funds of $3,411,039 at June 30, 2011,
consisting primarily of unspent bond funds, and committed amounts for other capital
outlays of $4,663,841.

NOTE 3 — REAL ESTATE TAXES

Real estate taxes for the School District are collected by the District. The tax on real
estate in Oxford for public school purposes for fiscal year 2011 was 29,5479 mills (per
$1,000 of assessed valuation) as levied by the Board. Assessed valuations of property are
determined by Chester County and the clected tax collectors are responsible for
collection. The schedule for real estate taxes levied for each fiscal year is as follows:

July 1 - Levy Date

July 1 - August 31 - 2% Discount Period
September 1 - October 31 - Face Payment Period
November 1 - January 14 - 10% Penalty Period
January 15 - Lien Date

The District, in accordance with generally accepted accounting principles, recognized the
delinquent and unpaid taxes receivable reduced by an allowance for uncollectible taxes as
determined by the administration, A portion of the net amount estimated to be collectible
which was measurable and available within 60 days was recognized as revenue and the
balance deferred in the fund financial statements.

Delinquent taxes receivable, less reserve, of the General Fund at June 30, 2011 were:

Real estate taxes receivable-all open years $ 1,814,601
Other taxes 1,666,078
Less reserve for uncollectibles ( 1,399.188)
Net $ 2081491

The deferred revenue balance in the General Fund of $1,535,688 consists of deferred
taxes of $1,518,696 and deferred revenue from special grants of $16,992.
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NOTE 4 — GENERAL FIXED ASSETS

The following schedule summarizes the General Fixed Assets Account Group at June 30:

Balance Additions/ Balance

6/30/10 Deletions 6/30/11
Land $ 4,880,835 § 375000 § 5,255,835
Building & Improvements 120,362,099 712,239 121,074,338
Machinery & Equipment 6,468,101  ( 52,300) 6,415,801
131,711,035 1,034,939 132,745,974
Accumulated Depreciation { 29,505,600) ( 3,053410) ( 32,559.010)
Net Capital Assets $ 102,205,435 S 2,018,471y $100,186,964

Proprietary Fund

Transactions of the Food Service Fund resulted in the following equipment balance:

Balance - Balance -

Beginning Additions Deletions Ending
Equipment costs $1,872,561 $ 30,184  $( 13,920) $1,888,825
Accumulated depreciation _( 499.897) _(_ 78,515) 13920 ( 564,492)
Net Capital Assets $1,372,664 $(_ 48331 § - $1.324,333

NOTE 5 - LONG-TERM DEBT OBLIGATIONS

General Obligation Bonds, Series of 2001,
interest varies between 4.25% and 5.5%
payable semi-annually, due February, 2012 $ 1,630,000

General Obligation Bonds, Series A & B of 2005,
interest varies between 2.6% and 4.857%
payable semi-annually, due June, 2022 38,130,000

General Obligation Bonds, Series of 2007,
interest varies (maximum 25%), 4.0% at
June 30, payable monthly, due 8/1/2028 8,505,000

General Obligation Bonds, Series B of 2008,
interest payable semi-annuaily, due 2/15/2026,
inierest varies between 2.35% and 4.375%, 4,755,000

General Obligation Bonds, Series C of 2008,
interest payable semi-annually, due 2/15/2028,
interest varies between 4,05% and 4.30%. 5,235,000
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NOTE 5 - LONG-TERM DEBT OBLIGATIONS (Cont’d)

General Obligation Bonds, Series D of 2007,
interest varies (maximum 25%), 4.0% at
June 30, payable monthly, due 8/1/2025 17,710,000

General Obligation Note - Series of 2007A,
interest payable monthly, variable rate, 4.5% at
June 30, (maximum 25%), due 8/1/2023. 3,100,000

$ 79,065,000

Annual debt service requirements to maturity for general obligation bonds, including
interest, are as follows:

Year ending June 30, Principal Interest Total
2012 $ 3,170,000 $ 3,642,000 $ 6,812,000
2013 3,330,000 3,480,000 6,810,000
2014 3,455,000 3,353,000 6,808,000
2015 3,615,000 3,197,000 6,812,000
2016 3,780,000 3,038,000 6,818,000
Thereafter 61,715,000 19,665,000 81.380,000

79,065,000 36,375,000 115,440,000
NOTE 6 — PENSION PLAN
Plan Description:

The District coniributes to a governmental cost-sharing multiple-employer defined
pension plan administered by the Commonwealth of Pennsylvania Public School
Employees Retirement System (PSERS). Benefit provisions of the plan are established
under the provisions of the PSERS Code (“the Code™) and may be amended by an act of
the Pennsylvania State Legislature. The plan provides retirement, disability, and death
benefits, legislatively mandated ad hoc cost-of-living adjustments, and healthcare
insurance premium assistance to qualifying plan members and beneficiaries. It also
provides for refunds of a member’s accumulated contribution upon termination of a
member’s employment in the public school sector. PSERS issues a publicly available
financial report that includes financial statements for the plan. That report may be
obtained by writing to PSERS, PO Box 125, Harrisburg, PA 17108-0125,
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NOTE 6 — PENSION PLAN (Cont’d)
Funding Policy:

The contribution policy is set by the Code and requires contributions by active employees
and by participating employers. Active members who joined the System prior to July 22,
1983, contribute at 5.25% (Membership Class TC) or at 6.50% (Membership Class TD)
of the member’s qualifying compensation. Members joining PSERS on or after July
22,1983 and who were active or inactive as of July 1, 2001, contribute at 6.25%
(Membership Class TC) or at 7.50% (Membership Class TD) of the member’s qualifying
compensation, Members joining PSERS afler June 30, 2001 contribute at 7.50%
(automatic Membership Class TD). For all new hires and for members who elected Class
TD membership, the higher contribution rates began with service rendered on or after
January 1, 2002. The contributions required of participating employers are based on an
actuarial valuation and are expressed as a percentage of annual covered payroll during the
period for which the amount is determined. Before July 1, 1995, the District and the
Commonwealth shared the employer coniribution equally. Since July 1, 1995, the
District is required to pay the entire employer contribution rate and is reimbursed by the
Commonwealth in an amount equal to the Commonwealth’s share as determined by the
income aid ratio (as defined in Act 29 of 1994), which is at least one-half of the total
employer rate. For the fiscal year ended June 30, 2011, the rate of employer contributions
was 5.64% of covered payroll. The District’s contribution to PSERS for the year ended
June 30, 2011 was $1,143,455. That amount is equal to the required contribution for the
year,

NOTE 7 - CASH AND TEMPORARY INVESTMENTS

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

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, or (c) any political
subdivision of the Commonwealth of Pennsylvania or any of its agencies or
instrumentalitics backed by the full faith and credit of the political subdivision.

Deposits in savings accounts or time deposits or share accounts of institutions insured
by the Federal Deposit Insurance Corporation to the extent that such accounts are so
insured and, for any amounts above the insured maximum, provided that approved
collateral as provided by law therefore shall be pledged by the depository.

The deposit and investment policy of the District adheres fo state statutes. The
administration is not aware of any deposits or investment transactions during the year that
were in violation of either state statutes or the policy of the District.



OXFORD AREA SCHOOL DISTRICT 38
NOTES TO FINANCIAL STATEMENTS

NOTE 7 — CASH AND TEMPORARY INVESTMENTS (Cont’d)

The breakdown of total cash and investments at June 30, 2011 is as follows:

Cash $ 929,122
Investments 26,876,159
27,805,281

Deposits:

At year-end, the carrying amount (book value) of the District’s deposits was $929,122,
and the bank balance was $1,162,119 (bank balance does not include $232,997 of
reconciling items) at June 30, 2011. The entire bank balance was covered by federal
depository insurance (category 1) or by collateral held by the District’s agent in the
agent’s name (category 3).

Deposit categories of credit risk are as follows:

1. Insured or collateralized with securities held by the entity or by its agent in the
entity’s name.

2. Collateralized with securities held by the pledging financial institutions” trust
department or agent in the entity’s name.

3. Uncollateralized

The following is a schedule of the District’s deposits at June 30, 2011 categorized by risk:

Category Bank
Deposits 1 2 3 Balance
Cash $ 397,161 § 531961 § - $§ 929,122

Investments:

In general, all government’s investments are categorized as either (1) insured or registered
for which the securities are held by the government or its agent in the government’s
name, (2) uninsured and unregistered for which the securities are held by the broker’s or
dealer’s trust department or agent in the government’s name or (3) uninsured and
unregistered for which the securities are held by the broker or dealer, or by its trust
department or agency, but not in the government’s name. Investments, which can be
categorized, are summarized as follows:

Category Market
1 2 3 Value

PSDLAF/PLGIT $ - 5 - $26,876,159  $26,876,159
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NOTE 7 — CASH AND TEMPORARY INVESTMENTS (Cont’d)

Interest Rate Risk

The District does have a formal investment policy that limits investment maturities as a
means of managing ifs exposure to fair value losses arising from increasing interest rates.

Credit Risk

The District has no investment policy that would limit ifs investment choices to certain
credit ratings. As of June 30 2011, the District’s investments were rated as:

Investment Standard & Poor’s
PA Local Government Investment Trust AAA
PA School District Liguid Asset Fund AAA

Concentration of Credit Risk

The District places no limit on the amount the District may invest in any one issuer.
More than 5 percent of the District’s investments are in PLGIT and PSDLAF.

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 has no
investment subject to custodial credit risk.

NOTE 8 - CAPITAL PROJECTS FUND BALANCE

The Fund Balance in the Capital Projects Fund represents unexpended but appropriated
amounts for construction in progress at that date.

NOTE 9 — OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES

Generally accepted accounting principles require disclosure, as part of the Combined
Financial Statements, of certain information concerning individual funds as follows:
a. No funds have a deficit fund balance at June 30, 2011,

b. There were no interfund receivables and payables at June 30, 2011.

NOTE 10 - COMPENSATED ABSENCES

The District allows employees to accumulate some unused vacation and sick days. As of
June 30, 2011 liability for accrued vacation and sick leave is approximately $397,000.



OXFORD AREA SCHOOL DISTRICT 40
NOTES TO FINANCIAL STATEMENTS

NOTE 11 — CONTINGENT LIABILITIES AND SUBSEQUENT EVENTS

Grant Programs

The School District participates in both state and federally assisted grant programs.

These programs are subject to program compliance audits by the grantors or their
representatives, The School District is potentially liable for any expenditures which may
be disallowed pursuant to the terms of these grant programs. Management is not aware of
any material items of noncompliance which would result in the disallowance of program
expenditures.

Litigation

In the normal course of operations, the School District is involved in various civil
disputes regarding property tax appeals, Management is of the opinion that any
unfavorable outcome resulting from these actions would not have material effect on the
School District’s financial position.

NOTE 12 - RENT AGREEMENT

The District entered info a rent income agreement with Brandywine River Valley Home,
Health, & Hospice and STS, Inc. for excess office space at a combined yearly rate of
$76,776.

NOTE 13- POST EMPLOYMENT HEALTHCARE PLAN

Plan description — The School District is providing a retiree medical program for
employees who meet the eligibility requirements upon retirement. Under GASB 45,
retiree benefits are viewed as a form of deferred compensation. As such, the benefits are
treated as being earned over the working lifetime of the employee so that the cost is fully
charged to operations by the earlicst date of eligibility under the plan. A plan report is
available at the District office.

Funding Policy — The required contribution is based on projected pay as you go financing
requirements. For the current fiscal year, the District contributed $204,611.

Annual OPEB Cost and Net OPEB Obligation — The District’s annual other post
employment benefit (OPEB) cost (expense) is calculated based on the annual required
contribution of the employer (ARC), an amount actuarially determined in accordance
with the parameters of GASB Statement 45. The ARC represents a level of funding that,
if paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.
The following table shows the components of the District’s annual OPEB cost for the
year, the amount actually contributed to the plan, and changes in the District’s net OPEB
obligation to EHP:
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NOTE 13- POST EMPLOYMENT HEALTHCARE PLAN (Cont’d)

Annual required contribution $ 422,196
Interest on net OPEB obligation 14,601
Adjustment to anmual required contribution 24,107
Annual OPEB cost 412,690
Contributions made (204,611)
Increase in net OPEB obligation 208,079
Net OPEB obligation-beginning of year 486,690
Net OPEB obligation—end of year $ 694,769

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed fo the
plan, and the net OPEB obligation for the year is as follows:

Fiscal Percentage of Net
Year Annual Annual OPEB OPEB
Ended OPEB Cost Cost Contributed Obligation
06/30/11 $ 412,690 49.6% $ 208,079

Funded Status and Funding Progress — This is a pay as you go plan; no assets are being
set aside for the plan.

Actuarial valuations of an ongoing plan involve estimates of the value of reported

amounts and assumptions about the probability of occurrence of events far into the future.

Examples include assumptions about future employment, mortality, and the healthcare
cost trend, Amounts determined regarding the funded status of the plan and the annual
required contributions of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future. The
schedule of funding progtess, presented as required supplementary information following
the notes to the financial statements, presents multiyear trend information about whether
the actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial accrued liabilities for benefits.

Actuarial Methods and Assumpfions — Projections of benefits for financial reporting
purposes are based on the substantive plan (the plan as understood by the employer) and
include the types of benefits provided at the time of each valuation and the historical
pattern of sharing of benefit costs between the employer and plan members to that point.
The actuarial methods and assumptions used include techniques that are designed to
reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the actuarial valuation, the unit credit actuarial cost method was used. The actuarial
assumptions included a 3 percent discount rate. The UAAL is being amortized as a level
dollar amount over 30 years.
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2011

Favorable
{(Unfavorable)
Budget Variance to
Original Final Actual Final Budget
REVENUES
Local sources:
Real estale taxes $ 29,928,578 $ 29,928,578 $ 29,939,201 8 10,623
Interim real estate 250,000 250,000 217,250 (32,750)
Public utility tax 40,000 40,000 46,739 6,739
Earned income tax 2,050,055 2,050,055 2,054,857 4,302
Real estate transfers 328,000 328,000 300,543 (27,457)
Delinquent taxes 1,000,000 1,000,000 1,328,932 328,932
Interest on investments 195,000 195,000 118,393 (76,607)
Miscellaneous 374,030 374,030 517,283 143,253
Total local sources 34,165,663 34,165,663 34,523,198 357,535
State sources 20,664,388 20,664,888 19,776,682 (888,206)
Federal sources 852,469 852,469 3,832,010 2,979,541
TOTAL REVENUES 55,683,020 55,683,020 58,131,890 2,448,870
EXPENDITURES
Iistruction 32,312,572 32,336,941 31,143,607 1,193,334
Support services 15,528,162 15,475,491 14,274,856 1,200,635
Non-instructional services 014,925 914,925 849,827 65,098
Debt service/Reserve 6,980,556 7,008,858 6,753,137 255,721
TOTAL EXPENDITURES 55,736,215 55,736,215 53,021,427 2,714,788
BExcess (Deficiency) of revenue (53,195) (53,195) 5,110,463 5,163,658
Interfund transfers (166,805) (166,805) (966,805) (800,000)
(220,000) {(220,000) 4,143,658 4,363,658
FUND BALANCES
Beginning 8,453,466 8,453,466 13,288,530 4,835,114
End of Year $ 8,233,466 $ 8,233,466 $ 17,432,238 $ 9,198,772

See Notes to Financial Statements
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OXFORD AREA SCHOOL DISTRICT

NOTES TO SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE
FOR THE YEAR ENDED JUNE 30, 2011

NOTE - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the
federal grant activity of Oxford Area School District and is presented on the
accrual basis of accounting. The information in this schedule is presented in
accordance with the requirement of OMB Circular A-~133, Audits of States,
Local Government, and Non-Profit Organizations, Therefore, some of the
amounts presented in this schedule may differ from amounts presented in, or
used in the preparation of, the financial statements.
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UMBREIT
KORENGEL

& ASSOCIATES, P.C, Timothy D. Umbreit, CPA
Certified Public Accountants Ronnie W, Korengel, CPA

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

TO THE BOARD OF SCHOOL DIRECTORS
OXFORD AREA SCHOOL DISTRICT
OXFORD, PENNSYLVANIA

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Oxford Area School District as of and for the year ended June 30,
2011, which collectively comprise the Oxford Area School District’s basic financial statements
and have issued our report thereon dated August 24, 2011, We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Oxford Area School District’s
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Oxford Area School District’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Oxford Area School District’s internal control over financial reporting,

A deficiency in internal 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 combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

714 E. Baltimore Pike, Kenncit Square, PA 19348
831 N. Tatnalt Street, Suite 200, Wilmington, DE 19801
PH: 610-444-3222 + FX: 610-444-9341

Member AICPA + PICPA » DSCPA
E-MAIL: ukalukagpa.com

www.ukacpa.com
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

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

This report is intended solely for the information and use of management, the Board of
School Directors, others within the entity, and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified

parties.

Ui, Kinengel ¢ frantiodtin, FC.

August 24, 2011
Kennett Square, Pennsylvania
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& ASSOCTATES, P.C. Timothy . Umbreit, CPA
Certified Public Accountants Bonnie W. Korengel, CPA

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

TO THE BOARD OF SCHOOL DIRECTORS
OXFORD AREA SCHOOL DISTRICT
OXFORD, PENNSYLVANIA

Compliance

We have audited the compliance for Oxford Area School District, with the types of
compliance requirements described in the U.S, Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2011. Oxford Area School District’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal programs is the responsibility of Oxford Area
School District’s management. Our responsibility is fo express an opinion on Oxford Area
School District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements

referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Oxford Area School
District’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis
for our opinion. Our audit does not provide a legal determination on Oxford Area School
District’s compliance with those requirements.

In our opinion, Oxford Area School District complied, in all material respects, with the
compliance requirements referred fo above that could have a direct and material effect on each of
its major federal programs for the year ended June 30, 2011.

714 E. Baltimore Pike, Kennett Square, PA 19348
231 N. Tatnall Street, Suite 200, Wilmington, DE 19801
PH: 610-444-3222 + FX: 610-444-9341

Member AICPA « PICPA « DSCPA
E-MAIL: uka@ukacpa.com
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Internal Control Over Compliance

Management of Oxford Area School District is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts, and grants applicable to federal programs. In planning and performing our audit, we
considered Oxford Area School District’s internal control over compliance with the requirements
that could have a direct and material effect on a major federal program to determine the auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Oxford Area School District’s
internal control over compliance.

A deficiency in internal confrol over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a type
of compliance requirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over compliance that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal confrol over compliance that we
consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, the Board of

School Directors, others within the entity, and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified

parties,
W{Mf) /{/MM ¢ Arareirtis, FC.

August 24, 2011
Kennett Square, Pennsylvania



OXFORD AREA SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,

SUMMARY OF AUDITOR’S

2011

RESULTS

Financial Statements

Type of auditor’s report issued: Ungqualified
Internal control over financial reporting:
¢  Material weakness identified? No
¢  Significant deficiency identified that
are not considered to be material
weaknesses? None reported
Noncompliance material to financial statements noted? No
Federal Awards
Internal control over major programs:
¢ Material weakness identified? No
o Significant deficiency identified? None reported
Type of auditor’s report issued on compliance for
major programs: Unqualified
Any audit findings disclosed that are required to be
reported in accordance with Section 510(a) of
OMB Circular A-133? No
Tdentification of major program:
CFDA Number Name of Federal Program or Cluster
84.410 ARRA-EDUCATION JOBS
84.394 ARRA-BASIC EDUCATION

10.553, 10,555

Dollar threshold used to distinguish between
Type A and Type B programs:

Auditee qualified as low-risk auditee?

FOOD CLUSTER

$300,000

Yes
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OXFORD AREA SCHOOL DISTRICT

JUNE 30, 2011

STATUS OF PRIOR AUDIT FINDINGS AND RECOMMENDATIONS

There were no prior year audit findings.
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