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independent Auditors’ Report

Board of School Directors
Upper Darby School District

We have audited the accompanying financial statements of the governmental activities, the
business-type activity, each major fund, and the aggregate remaining fund information of the Upper
Darby School District (the “District’}, as of and for the year ended June 30, 2012, which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the 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 Government
Auditing Standards, issued by the Compfroller 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 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 activity, each major
fund and the aggregate remaining fund information of the Upper Darby School District as of June
30, 2012, and the respective changes in its financial position and its cash flows, where applicable,
thereof, and the respective budgetary comparison for the General Fund 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
December 21, 2012 on our consideration of the 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 internal 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 resulis of our audit.



Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3-13 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards 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 evidence sufficient 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 District's financial statements. The schedule of expenditures of federal
awards on pages 44-45 is presented for purposes of additional analysis as required by the U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates direclly 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 audit 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 schedule of expenditures of
federal awards is fairly stated in all material respects in refation to the financial statements as a
whole.

?wmﬂm@a

Philadelphia, Pennsylvania
December 21, 2012



Upper Darby School District

Management’s Discussion and Analysis
(Unaudited)
June 30, 2012

This Management's Discussion and Analysis provides a narrative overview and analysis of the
financial activities of the Upper Darby School District (the “District") as of and for the year ended
June 30, 2012. The District’s financial performance is discussed and analyzed within the context of
the financial statements and the disclosures that follow. This discussion focuses on the District's
financial performance as a whole; readers should also review the basic financial statements and the
notes thereto to enhance their understanding of the District’s financial performance.

Financial Highlights

Total net assets of the District decreased $289,607 in 2012. Net assets of governmental activities
decreased $379,355, or 1.3%, below 2011. Net assets of the business-type activity increased by
$89,748, or 6.3%, up from 2011.

The District had $157,177,072 in expenditures related to governmental activities in 2012; only
$34,059,363 of these expenses was offset by program specific charges for services, grants or
contributions. General revenues (primarily taxes and state subsidy) of $122,738,354 were not
adequate to provide for these programs. As a result, the District’'s governmental activities net assets
decreased $379,355 on a government-wide, full accrual basis.

in the District's business-type activity, net assets increased by $89,748 as a result of the net profit
of the food service operation.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District's basic financial statemenis are comprised of three components: 1)
government-wide financial statements, 2) fund financial statements and 3) notes to the financial
statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of the District’s finances, in a manner similar to a private-sector business. These statements are
prepared using the accruat basis of accounting. The focus of these statements is long-term.

The statement of net assets presents information on all of the District's assets and liabilities, with
the difference between the two reporied as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the District is improving or
deteriorating. :

The statement of activities presents information showing how the District's net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash
flows in future fiscal periods {e.g., uncoliected taxes, earned but unused compensated absences
and other contractual liabilities).



Upper Darby Schoo! District

Management'’s Discussion and Analysis
(Unaudited)
June 30, 2012

Both of the governmental-wide financial statements distinguish functions of the District that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a portion of their costs through user fees and charges
(business-type activities). The governmental activities include all of the District’s instructional
programs and support services except for its food service operation, which is considered a
business-type activity.

The government-wide financial statements can be found on pages 14 and 15 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used fo maintain control over resources that have
been segregated for specific activities or objectives. The District uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. The focus of fund financial
statements is short-term. Fund financial statements are prepared using the modified accrual basis
of accounting. The District uses several different types of funds but the two most significant types
are the governmental and proprietary fund types.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. Unlike the government-wide
financial statements however, governmental fund financial statements focus on near-term inflows
and outflows of expendable resources, as well as on balances of expendable resources available at
the end of the fiscal year. Such information may be useful in evaluating the District’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the District's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The District maintains three individual governmental funds. information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures and changes in fund balances for the District’s major funds (General Fund and Capital
Reserve Fund) and non-major fund (General Welfare Fund). Non-major funds are reported under
the caption "Non-major”.

The basic governmental fund statements can be found on pages 16-19 of this report.

The District adopts an annual budget for its General Fund using the Executive Budget approach. A
budgetary comparison statement for the General Fund has been provided on page 20 of this report
to demonstrate compliance with this budget.



Upper Darby School District

Management's Discussion and Analysis
{Unaudited)
June 30, 2012

Proprietary Fund

The District accounts for its food service operation in a proprietary fund, which reports the same
functions presented as business-type activities in the government-wide financial statements.
Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The basic proprietary fund financial statements can be found on
pages 21-23 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 26-43 of this report.

General Fund Budgetary Highlights

The District prepares a budget each year for its General Fund according to Pennsylvania law. The
budget complied with all applicable state laws and financial policies approved by the Board of
School Directors (Board).

The General Fund’s approved budget for 2012 included $152,279,450 of revenues and other
financing sources and $156,279,450 of expenditures and other financing uses. The District
budgeted an additional $4,000,000 to be used from its committed fund balance. The budget was not
amended during the year to account for internal expenditure budget transfers nor program
reinstatements nor new awards received after the original budget adoption.

Over (Undet)
Revenues Budget Actual Budget
Local $ 91,475,473 $ 92,126,716 3 651,243 0.7%
State 52,672,734 53,252,589 579,855 1.1%
Federal 7,336,243 9,357,637 2,021,394 27.5%
Other 795,000 1,679,373 884,373 111.2%
Total revenues $ 152,279,450 $ 156,416,315 $ 4,136,865 2.7%




Upper Darby School District

Management’s Discussion and Analysis
{Unaudited)
June 30, 2012

The actual 2012 revenues and other financing sources were $156,416,315, an increase in excess of $4.1
million, or 2.7%, above final budget. The District benefited from better than expected collections in:

Source Attributable to:

Local One-time energy performance rebates $299,000 and ongoing energy conservation
rebates $34,000, total tax collections exceeding budget $245,000, and private donations
of $70,000

State Reinstatement of Accountability Block Grant {ABG) $727 000 which were committed to
by the Commonwealth after the District had adopted its original budget

Federal Mid-year grant awarded: School improvement Grant (SIG) providing $1.5 millien (Upper

Darby High School and Kelly Elementary School); increases in Medical Access
Assistance and Administrative Reimbursement $288,000; Qualified School Construction
Bonds (QSCB) interest reimbursement $252,000

Qther Proceeds of 2011 QSBC bond issuance $376,000; transfer from food service operations
$415,000
Qver (Under)

Expenditure Budget Actual Budget
District 3 147,142,207 $ 146,799,708 $ {342,499) {0.2)%
State - 727,700 727,700 100.0%
Federal 9,137,243 10,698,409 1,621,166 17.7%

Total $ 156,279,450 $ 158,225,817 $ 2,006,367 1.3%

Actual expenditures and other uses were $158,225,817, or 1.3% over the final budget. Costs
originally budgeted to District were distributed to state sources once ABG was reinstated. The
additional federal expenditures were directly related to additional revenues received in 2012.

The District's General Fund balance decreased $1,809,502 in 2012. With the adoption of the
budget, the Board committed $4,000,000 of fund balance to cover the projected shortfall for the
2011-2012 year. As the decrease does not exceed the funds that had been committed for this
purpose, $2,190,498 were maintained and made available for future use. The Board increased the
committed amount of fund balance back to $4,000,000 to balance the 2012-2013 budget. The
unassigned fund balance as of June 30, 2012 is $5,382,105, representing 3.36% of the 2012-13
expenditure budget of $160.4 million.



Upper Darby School District

Management's Discussion and Analysis

(Unaudited)
June 30, 2012

Government-Wide Financial Analysis

The District’s condensed government-wide financial statements are presented comparatively as

follows:

Current and other
assels

Capital assets

TOTAL

Current fiabilities

Long-term liabilities:
Due within one year
Bue after one year

Total liabilities

Net assets:
nvested in capital
assets, net of
related debt
Restricted
Unrestricted

Total net assets

TOTAL

CONDENSED STATEMENT OF NET ASSETS (IN 000'S)

GOVERNMENTAL  BUSINESS TYPE
ACTIVITIES ACTIVITY TOTALS %
2012 2011 2012 201t 2012 2011 CHANGE
$27,646  $30,370  $1,738 $1,618 $29384 $31,088 (8.1%)

59,863 62,442 148 164 80011 _ 62606 (4.1%)
$87,509 $92812 $1.886 $1782 $89395 $04594 {5.5%)
$689 $7449 $ 377 $ 362 $7.246 $ 7,811 (7.2%)
6,648 6,405 - - 6,648 6,405 3.8%
45,745 50,332 - - 45745 50332 (9.1%)
59,262 64,186 377 362 59639 64,548 (7.6%)
15,480 14,031 148 164 15628 14,195 10.1%
1,585 2,491 - . 1,585 2,491 (36.4%)
11,182 12,104 1361 _ 1256 12543 13,360 (6.1%)
28,247 28.626 1509 _ 1420 29756 30,046 (1.0%)
$87.509 92,812 $1886 $1782 $89,395 $94,504 {5.5%)




'Upper Darby School District

Management'’s Discussion and Analysis

(Unaudited)
June 30, 2012

Program revenues:
Charges for services
Operating grants and

contributions
General revenues:
Taxes levied for
general purposes,
net

Grants, subsidies and
contributions not
restricted

Other

Total revenues

Program expenses:
instruction
Instructional student
support

Administration and
financial support
services

Operation and
maintenance of
plant services

Pupil transportation

Student activities

Community services

Interest on long-term
debt

{.oss on disposal of
asset

Unallocated
depreciation

Food service

Total expenses
Change in net assets
Net assets, beginning

Net assets, ending

CONDENSED STATEMENT OF ACTIVITIES (IN 000'S)

GOVERNMENTAL  BUSINESS TYPE
ACTIVITIES ACTIVITY TOTALS %
2012 2011 2012 2011 2012 2011 CHANGE
$ 2792 $ 2647 $ 1448 $ 1536 $ 4240 $ 4,183 1.4%
31,268 38065 3,816 3620 35084 41685 (15.8%)
93,444 91,379 - - 93444 91,379 2.3%
28,480 25,541 28480 25541 11.5%
814 980  _ (414} _ (402) 400 578 (30.8%)
156798 158,612 _ 4,850 _ 4754 161648 163,366 (1.1%)
102,607 101,519 . - 102,607 101,519 1.1%
12,596 13,143 - - 12596 13,143 (4.2%)
11,006 10,774 - . 11,006 10,774 2.2%
12,418 11,897 - - 12418 11,897 4.4%
7,432 7,301 - - 7,432 7,301 1.8%
2,698 2,548 - - 2,698 2,548 5.9%
2,877 2,309 . - 2,877 2,399 19.9%
2,216 2,204 - - 2,216 2,204 0.5%
102 - . - 102 - 100%
3,225 2,992 - . 3,225 2,992 7.8%
- - _ 4781 _ 4755 4,761 4,755 0.1%
157477 _154777 4761 _ 4755 161938 159,532 1.5%
(379) 3,835 89 () (290) 3,834 (107.6%)
28,626 24,791 1420 _ 1421 _ 30,046 _ 26212 14.6%
28247 $ 28626 $ 1509 $ 1420 $ 29756 $_30,046 (1.0%)




Upper Barby School District

Management’s Discussion and Analysis
(Unaudited)
June 30, 2012

Governmental Activities

The net assets of the governmental activities decreased in 2012 by $379,355 primarily due to
increased costs associated with rising charter school attendance and special education costs and a
decrease in combined state and federal revenues.

Business-Type Activity

The District’s food service operation increased its net assets by $89,748 in 2012. The District
continues to receive favorable increases in state and federal reimbursements due to greater
participation in the National School Lunch Program and costs savings in contracted services.

Financial Analysis of the Funds

General Fund (Major)

The following represents a summary of General Fund Revenue, by source, along with changes
from 2011:

2012 2011 Increase
Amount Amount {Decrease) % Change
Local sources $ 92,128,716 $ 89,918,606 $ 2208110 2.5%
State sources 53,252,589 51,808,004 1,444,585 2.8%
Federal sources 9,357,637 15,035,116 (6,677,479) (37.8)%
$ 154,736,942 $ 156,761,726 $ (2,024,784) (1.3Y%

Local Revenue Sources

Revenues from local sources increased by $2.2 million or 2.5% in 2012 as compared to 2011. The
majority of the local revenue is derived through real estate and fransfer tax collections which
represents $87.6 million or 56% of the District's total revenues for 2012. Real estate tax revenues
increased by $2.3 million, the result of an 2.7% increase in the millage rate to 32.85. However, the
assessed value of property in the District continues to decrease due to court-ordered appeals. In
addition, the District continues to be negatively impacted by the economic environment as other tax
collections (interim, transfer and delinquent taxes) declined $430,000 from 2011 levels. Most
notably, transfer taxes declined $317 thousand. Delinquent tax collections remain consistent and
the amount of delinquent accounts turned over to Delaware County for collection remains practically
the same. Investment earnings declined $41 thousand as cash reserve balances were drawn down
to support budgetary shortfalls and interest rates remain stagnant. Other increases resulted from a
Board-approved increase in extended day care fees ($128,000) and one-time energy performance
and conservation rebates of $333,000.



Upper Darby School District

Management’s Discussion and Analysis
(Unaudited)
June 30, 2012

State Revenue Sources

Revenues derived from state sources increased $1.4 million, or 2.8%, in 2012 as compared to
2011. The increase was artificial as the Commonwealth had substituted basic education subsidy
funding with $2.1 million of one-time federal stimulus (ARRA) funds in 2011. Despite realizing
an increase of $2.9 million in basic education subsidy funding in 2012, the District lost $2.6
million in other state funding, including elimination of charter school funding, the educational
assistance program (EAP) and severe cuts in the accountability block program (ABG). Funding
for tuition for children placed in homes was cut in 2011 but restored in 2012, resulting in an
additional $700,000. The subsidies for payroll benefits had a net increase of $443, 000 with the
Social Security subsidy decreasing $561,000 due to lower salaries and the retirement subsidy
increased by $1 million as the PSERS rate jumped from 5.64% to 8.65% in 2012,

Federal Revenhue Sources

Revenues derived from federal sources decreased by $5.7 million, or 37.8% in 2012 as
compared to 2011. The decrease is primarily due to the expiration of the federal stimulus
funding and the loss of $8.7 million of related revenues. This was offset by an increase in Title |
revenues of $3 miilion, primarily from a School improvement Grant received.

The following represents a summary of General Fund Expenditures, by function, along with changes from
2011

2012 2011 Increase
Amount Amount (Decrease} % Change

Instruction $ 102,716,232 $ 101,970,037 3 745,295 0.7%
Support services 43,219,883 43,927,397 (707,514) (1.8)%
Noninstructional

services 4,673,565 4,745,449 (71,884) (1.5)%
Refund of prior year

receipts 7,619 663 6,056 104.9%
Debt service 7,608,618 7,127 724 480,794 (4.8Y%

Total $ 158,225,817 $ 157,772,170 3 463,647 (3.6)%

The most notable changes between 2011 and 2012 are a 47.3% increase in PSERS retirement
contributions costs, a 10.9% increase in special educational expenditures, and a 34.7%
increase in charter school costs. Offsetting these increases were a 4.86% decrease in salaries
and benefits resulting from reductions in full time staff despite contractual increases in 2012 and
a 56.4% reduction in equipment purchases related to lower capitai lease purchases.

10



Upper Darby School District

Management's Discussion and Analysis
{Unaudited)
June 30, 2012

Instruction

Instruction expenditures increased $745,295 or 0.7% in 2012, With the various eliminationfcuts
in the Commonwealth’s EAP and ABG programs and federal ARRA funding, the District was
forced to cut educational programs and 40 full-time staff. Despite contractual increases for
2012, there was a $2.5 million reduction in instructional teacher salaries. Even with these
reductions, PSERS retirement contributions increased by $1.5 million. The District's special
education student population continues fo increase and the cost o comply with federally
mandated regulations in mesting the needs of this segment of our population increased
educational purchased services and tuition costs by $2.7 million in 2012, Other contributing
factors were a $254,000 increase in vocational programs and a $855,000 increase to support
higher charter school attendance. The District cut instructional supplies, books and software
expenditures in the amount of $276,000 and reduced other instructional programs, most notably
private residential rehabilitation costs, by $645,000.

Support Services

Expenses for support services decreased $707,514 or 1.61% in 2012, despite a $634 thousand
increase in PSERS retirement contributions. Due to the eliminations/cuts in state and federal
funding, the District eliminated certain support positions including reading and math specialists
and reduced staff development programs to save $806,000 of salaries and benefits. In addition,
administrative salaries were reduced by $171,000 in part through attrition and non-replacement
of the director of attendance position. The District was able to save $997,000 in maintenance
operations through reductions in the summer-maintenance operations, rescheduling of security
staff and repairs, supplies and equipment purchase costs. Increases in support services were
primarily due to $658,000 in higher transportation costs, primarily salaries, benefits and fuel.

Noninstructional Services

Non-instructional services decreased $71,884 in 2012 due a reduction in administrative salaries
and benefits in part from attrition and the non-replacement of the director of recreation.

Debt Service
Debt service increased $480,794 as a result of the District’s continued participation in a lease-

purchase program for busses, subsequent capital lease principal payments and interest on new
bond issuances in 2011 and 2012,

11



Upper Darby School District

Management’s Discussion and Analysis
(Unaudited)
June 30, 2012

Capital Projects Fund (Major Fund)

The Capital Projects Fund accounts for (1) monies transferred during any fiscal year from
appropriations made for any particular purpose which may not be needed, (2) surplus moneys in
the General Fund of the treasury of the LEA at the end of a fiscal year, and (3) interest earnings
of the fund itself. Expenditures from this fund are limited to: capital improvements, replacement
and additions to public works and improvements, for deferred maintenance, for the purchase of
school buses, and for no other purpose.

During 2012, the District completed various capital projects including a partial roof replacement
at the Upper Darby High School, and construction for modular units at the Garrettford
Elementary School. Contracts were also let for a roof replacement at the Bywood, Stonehurst
and Kindergarten Center elementary schools.

Expenditures in the Capital Reserve fund were $874,272 in 2012. As of June 30, 2012, the
Capital Reserve Fund has a fund balance of $1,584,651 reserved for future capital
improvements.,

Capital Assets

The District's capital assets at June 30, 2012 are summarized below:

Business
Governmental Type
Activities Activity Totals
Land improvements $ 2772707 $ - $ 2,772,707
Buildings and improvements 106,213,704 - 106,213,704
Furniture and equipment 23,013,516 781,947 23,795,483
Construction in progress 43,500 - 43,500
Total 132,043,427 781,947 132,825,374
Less accumulated depreciation (72,180,054 (633,510 {72,813,664)
Net $ 59,863,373 3 148,437 $ 60,011,810

Long Term Debt

At June 30, 2012, the District's general obligation debt was $42,216,667. This amount is
approximately 12% of its legal limit of $345 million. $3.9 million of this debt is scheduled for
repayment in 2013. The District expects to refinance its Series B of 2004 general obligation
bonds in 2013 and realize approximately $400,000 in future debt service cost savings.
Additional information on the District's long-term debt can be found in Note 6 on pages 37-38 of
this report.

12



Upper Darby School District

Management's Discussion and Analysis
(Unaudited)
June 30, 2012

Economic Condition and Qutiook

The District faces the same economic impacts as all other governmental agencies. The District's
local revenue sources are being adversely impacted. As such, the District anticipates an
increased burden on taxpayers resulting frem continued reductions in assessed taxable values;
reductions in real estate transfer and interim taxes; and the nominal returmns on investments in
the upcoming year.

In addition, the District is not expecting to continue to benefit from state and federal funding
streams for the upcoming 2012-13 year and beyond, as the Commonweaith has continued to
adopt cost cutting measures that nominally increased basic education funding in the upcoming
year. With the elimination of the educational assistance program and reduction infuncertainty of
the future of the accountability block program; elimination of subsidies for charter schools,
homebound tuition, private school tuition; discontinuation of the ARRA federal funding; and
current/anticipated future reductions in other federal funding, the District struggles to find
adequate funding streams without placing the burden solely on its taxpayers.

The effects of the above were duly noted in the 2012-13 preliminary and tentative budget
presentation where the District faced a $13.5 million deficit. The District was again required to
reduce personnel, programs and commit another $4 million of its fund balance to meet the
requirements of a balanced budget. Public outcry and support for the reinstatement of proposed
program and staff reductions energized local state legislators to secure an additional $2 million
dollars of educational support. The additional funding was received after the budget adoption.

The budget challenge of 2012-13 is not an isolated event. The District is anticipating revenue
streams to reduce even more, double-digit employer retirement costs escatating to 16% and
22% percent in the next two years and charter school legisiation that can adversely impact
public education even more.

In addition to the economic challenges, the District continues to face overcapacity issues,
Despite stable enroliment in 2012, long-term solutions {o alleviate our over-crowded schools will
need to be identified. in 2013, a demographic study will be presented to provide guidance to any
proposals to meet the future needs of the District that will be subject to the provisions of Act 1.

The District's contract with the Transport Workers’ Union, which bargains for maintenance,
custodial and transportation employees, expires on June 30, 2014 and has a 2.2% increase in
2012-13 and a 2.0% increase in 2013-14 for employee Classifications | through V and an
increase of $0.30 in 2012-13, and $0.33 in 2013-14 for all hourly employees.

Currently, the District is in negotiations with the Upper Darby Education Association whose
contract expired on August 31, 2012 and the Upper Darby Education Support Professionals
Association whose contract expired on June 30, 2012.

Requests for Information

Questions concerning any of the information provided in this report or requests for additional

financial information should be addressed to the Business Manager, Upper Darby School
District, 4611 Bond Avenue, Drexel Hill, PA 19026.

13



Upper Darby School District

Statement of Nel Assets
June 30, 2012

Assets
Current Assets
Cash and cash equivalents
Investments

Taxes receivable, net

Due from other governments
Other receivables

Internal balances

inventories

Total current asseis

Capital assets
Restricted cash
Deferred charges

Total
Liabilities and Nef Assets

Liabilities
Currenti liabilities:
Accounts payable
Current maturilies of:
Bonds and note payable
Capital lease obligations
Authority lease obligations
Accrued salaries and benefits
Accrued interest payable
Current portion of compensated absences
Current portion of special termination benefits
Current portion of postretirement benefits
Deferred revenues
Other current liabilities

Total current fiabilities

Bonds and note payable
Capital lease cbligations
Authority [ease obligations
Compensated absences
Special termination benefits
Postrelirement benefifs

Total liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net assets

Total

Governmental Business-Type

Activities Activity Total
$ 12222344 § 15629320 §$ 13,751,664
2,589,204 2,688,204
7,108,153 7,108,153
2,332,520 588,651 2,921,171
757,235 7.351 764,686
414,654 {414,654) -
420,374 27,405 447,779
25,844,484 1,738,073 27,582,657
59,863,373 148,437 60,011,810
1,628,151 1,628,151
173,162 173,162
$ 87509170 § 1,886,510 $ 89395680
$ 2488723 § 376,874 § 2,865,697
3,906,190 3,906,190
1,080,436 1,080,436
185,916 185,916
2,771,185 2,771,155
338,964 338,964
668,037 658,037
697,326 697,826
118,710 119,710
650,675 850,575
618,808 618,808
13,516,340 376,874 13,893,214
38,157,626 38,157,626
1,412,094 1,412,094
2,042,330 2,042,330
2,109,992 2,109,982
1,356,587 1,356,587
867,116 667,116
59,262,085 378,874 59,638,959
15,480,189 148,437 15,628,626
1,584,651 1,584,651
11,182,245 1,361,199 12,543,444
28,247,085 1,509,636 29,766,721
$ 87500170 $ 1886510 § 89395880

Ses noles to financial statemenis
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Upper Darby School District

Balance Sheet
Governmental Funds
June 30, 2012

Assets

Cash and cash equivalents
Restricted cash

Investmenis

Taxes receivable, net

Due from other governments
Other receivables

Due from other funds
Inventories

Total

Liabilities and Fund Balances

Liahilities
Accounts payable
Accrued salaries and benefits
Deferred revenues
Other current liabilities

Total liabilities

Fund Balances
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total

Major Funds

Capital Nonmajor

General Reserve Funds Totals
$ 11,977,216 $ 245,128 $ 12,222,344
$ 1,628,151 1,628,151
2,580,204 2,589,204
7,108,153 7,108,153
2,332,520 2,332,520
757,235 757,235
414,654 414,654
420,374 420,374
$ 25,599,356 $ 1,628,151 $ 245128 $ 27,472,635
$ 2,445,223 $ 43,500 $ 2,488,723
2,771,155 2,771,155
7,166,382 7,166,382
618,808 618,808
13,001,568 43,500 13,045,088
420,374 420,374
1,584,651 1,584,651
4,000,000 $ 245,128 4,245,128
2,795,309 2,795,309
5,382,105 5,382,105
12,697,788 1,584,651 245,128 14,427 567
$ 25,699,356 $ 1,628,151 $ 245,128 $ 27,472,635

See notes to financial statements
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Upper Darby School District

Reconciliation of the Balance Sheet of Governmental Funds

tfo the Statement of Net Assets

June 30, 2012

Total Fund Balances - Governmental Funds

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 are not reported in the funds

Bond and note issuance costs are deferred and amortized over the life

of the debt in the statement of nat assets

Real estate taxes receivable will not be collected soon enough
to pay for the current period's expenditures and therefore are
deferred in the funds

Accrued interest payable is included in the statement of net

assets

Long-term liabilities are not due and payable in the current period

and therefore are not reported in the governmental funds:

Bonds and note payable
Capital lease obligations
Authority lease obligations
Compensated absences

Special termination benefits
Other postretirement benefits

Total Net Assets - Governmental Activities

See notes o financial statements
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$ 14,427567

59,863,373

173,162

6,515,807

(338,964)

(42,063,816)
(2,492,530)
(2,228,246)
(2,768,029)
(2,054,413)

(786,826)

$ 28,247,085




Upper Darby School District

Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds

Year Ended June 30, 2012

Revenues
Local sources
State sources
Federal sources

Total revenues

Expenditures
instruction
Support services
Noninstructional services
Capital outlay
Refund of prior year receipts
Debt service

Total expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sources (Uses)
Insurance reimbursements
Proceeds from bond issuance
Proceeds from ex{ended term financing
Transfers in

Other financing sources, net
Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other
Financing Uses

Fund Balance, Beginning

Fund Batance, Ending

Major Funds Total
Capital Nonmajor Governmental

General Reserve Funds Funds
$ 92,126,716 $ 2,004 $ 828,588 $ 92,857,308
53,252,589 53,252,689
9,367,637 9,357,637
154,736,942 2,004 828,588 155,667,534
102,716,232 102,716,232
43,219,883 43,219,883
4,673,565 908,151 5,681,716
874,272 874,272
7,619 7,619
7,608,518 7,608,518
158,225,817 874,272 908,151 160,008,240
(3,488,875) (872,268) (79,563) (4,440,706}
93,293 93,293
376,000 376,000
795,426 795,426
414,654 414,654
1,679,373 - - 1,679,373
(1,808,502) (872,268) {79,663) (2,761,333}
14,407,280 2,456,919 324,691 17,188,900
$ 12,597,788 $ 1,584,651 $ 245,128 $ 14,427,567

See nolos to financial statements
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Upper Darby School District

Statement of Revenues, Expenditures, and Change in
Fund Balance - Budget and Actual - General Fund

Year Ended June 30, 2012

Revenues
Local sources
State sources
Federal sources

Total revenues

Expenditures
Instruction
Support services
Noninstructional services
Debt service
Refund of prior year receipts

Total expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sources (Uses)
Insurance reimbursements
Proceeds from bond issuance
Proceeds from extended term financing
Transfers in
Transfers out
Budgetary reserve

Total other financing sources, net

Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other Financing
Uses

Fund Balance, Beginning

Fund Balance, Ending

Variance with

Original and Final Budgst -
Final Actual Positive
Budget Amounts (Negative)

$ 91475473 $ 92,126,716 $ 651,243
52,672,734 53,252,589 579,855
7,336,243 9,357,637 2,021,394
151,484,450 154,736,942 3,252,492
100,947,492 102,716,232 {1,768,740)
42,636,200 43,219,883 {683,683)
4,783,246 4,673,565 109,681
7,616,512 7,608,518 7,994
55,000 7,819 47,381
166,038,450 158,225,817 (2,187,367)
{4,554,000) {3,488,875) 1,085,125

- 03,293 93,293

- 376,000 376,000

795,000 795,426 426

- 414,654 414,654

(141,000) - 144,000
(100,000) - 100,000
554,000 1,679,373 1,125,373
{4,000,000) {1,808,502) 2,190,498
8,542,416 14,407,290 7,864,874

$ 2,542,416 $ 12,597,788 $ 10,055,372

See notes {o financial statements

20



Upper Darby School District

Statement of Net Assets - Proprietary Fund
June 30, 2012

Assets

Current Assets
Cash and cash equivalents
Due from other governments
Other receivables
Inventories

Total current assets
Capital Assets

Total

Liabilities and Net Asseis

Liabilities
Current liabilities
Accounts payable
Due to other funds

Total liabilities
Net Assets
invested in capital assets
Unrestricted net assets

Total net assets

Total

See notes to financial statemenis

$ 1,529,320
588,651
7,351

27,405

2,152,727

148,437

$ 2,301,164

$ 376,874
414,654

791,528

148,437
1,361,199

1,509,636

$ 2,301,164




Upper Darby School District

Statement of Revenues, Expenses, and Change in
Net Assets - Proprietary Fund
Year Ended June 30, 2012

Operating Revenues
Food service revenue

Operating Expenses
Purchased services
Donated commodities
Other
Depreciation
Total operating expenses

Operating Loss

Nonoperating Revenues (Expenses)
Federal subsidies
State subsidies
Earnings on investments
Transfers out
Nonoperating revenues, net
Increase in Net Assets

Net Assets, Beginning

Nef Assets, Ending

See notes fo financial statements
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$

1,448,015

4,441,846
208,631
76,547
33,051

4,760,075

(3,312,080)

3,574,229
241,138
1,095

(414,654)

3,401,808

89,748

1,419,888

$

1,509,636




Upper Darby School District

Statement of Cash Flows - Proprietary Fund
Year Ended June 30, 2012

Cash Flows From Operating Activities

Receipts from customers $ 1,440,664
Payments to suppliers (4,503,859)

Net cash used in operating activities {3,063,195)

Cash Flows From Noncapital Financing Activities

Transfers out (404,159)
State subsidies 241,813
Federal subsidies 3,347,333

Net cash provided by noncapital financing activities 3,184,987

Cash Flows Used in Capital and Related Financing Activities

Acquisition of capital assets {17,330)
Cash Flows Provided by Investing Activities

Interest on investments 1,095
Net Increase in Cash 105,657
Cash, Beginning 1,423,763
Cash, Ending $ 1,629,320

Supplemental Disclosure of Noncash Transactions
USDA donated commodities 3 208,631

Reconciliation of Operating Loss to Net Cash
Used in Operating Activities
Operating loss $ (3,312,080)
Adjustments to reconcile operating loss to net
cash used in operating activities:

Depreciation 33,051
USDA donated commodities 208,631
Changes in;
Other receivables (7,351)
Accounts payable 14,534
Net cash used in operating activities $ (3,063,195)

See notes o financial statements
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Upper Darby School District

Statement of Net Assets - Fiduciary Funds
June 30, 2012

Private Purpose Activity
Trusf Fund Fund
Assets
Cash $ 509,889 $ 308,722
Liabilities and Net Assets

Other current liabilities $ 161,800 $ 305,723
Net assets held for scholarships 348,089

Total liablities and net assets $ 509,889

See notes fo financial statements
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Upper Darby School District

Statement of Changes in Net Assets - Fiduciary Funds
Year Ended June 30, 2012

Private Purpose

Trust Fund
Additions

Contribution income $ 140,008
Interest income 494
Total additions 140,502

Deductions
Scholarships awarded 166,698
Administrative costs and supplies . 828
Total deductions 167,526
Change in Net Assets (27,024)
Net Assets, Beginning 375,113
Net Assets, Ending $ 348,089

See notes to financial statements
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Upper Darby School District

Notes to Financial Statements
June 30, 2012

1. Nature of Operations and Summary of Significant Accounting Policies

The major accounting principles and practices followed by the Upper Darby School District {the
“District”) are summarized below:

Nature of Operations

The District provides elementary and secondary education to the residents of Upper Darby
Township and the Boroughs of Clifton Heights and Millbourne, Pennsylvania. The District
assesses taxpayers based upon taxing powers at its disposal. The ability of each of the
District’s taxpayers to honor their assessed obligations to the District is dependent upon
economic and other factors affecting the taxpayers.

Reporting Entity

The reporting entity has been defined in accordance with the criteria established in Govern-
mental Accounting Standards Board ("GASB") Statement No. 14, as amended by
Statement No. 39. The specific criterla used in determining whether other organizations
should be included in the District's financial reporting entity are financial accountability, fiscal
dependency and iegal separation.

Based on these criteria, the District has determined that there are no related organizations
that should be included in the District’s financial statements.

Basis of Presentation — Government-Wide Financial Statements

The government-wide financial statements include the statement of net assets and the
statement of activities. These financial statements report financial information for the District
as a whole, excluding fiduciary activities, on a full accrual, economic resource basis.
Individual funds are not displayed, but the statements distinguish governmental activities,
supported by taxes and District general revenues, from business-type activities, financed in
whole or in part with fees charged to customers. The District’s General, Capital Projects, and
Special Revenue Funds are classified as governmental activities. The District's Food
Service Fund is classified as a business-type activity.

The statement of activities reports the expenses of a given function or program offset by
program revenues directly connected with that function or program. A function is an
assembly of similar activities and may include portions of a fund or summarize more than
one fund to capture the expenses and program revenues associated with a distinct
functional activity. Program revenues include (1) charges for services to users of the
District's services, (2) operating grants and contributions that finance annual operating
activities and (3) capital grants and contributions that fund the acquisition, construction or
rehabilitation of capital assets. These revenues are subject to externally imposed restrictions
to these program uses. Taxes and other revenue sources not properly included with
program revenues are reported as general revenues,
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Upper Darby School District

Notes to Financial Statements
June 30, 2012

Basis of Presentation -- Fund Financial Statements

The accounts of the District are organized on the basis of funds, each of which constitutes a
separate accounting entity. The operations of each fund are accounted for within a separate
set of self-balancing accounts that comprises its assets, liabilities, fund balances, revenues
and expenditures/expenses. Resources are allocated to and accounted for in individual
funds based upon the purpose for which they are to be spent. The District uses the following
fund types:

Governmental Fund Types

Governmental funds are those through which most governmental functions of the District are
financed. The acquisition, use and balances of the District’s expendable financial resources
and the related liabilities are accounted for through governmental funds. The following are
the District’s governmental funds:

General Fund (Major)

The General Fund accounts for the general operations of the District and all financial
transactions not accounted for in another fund.

Special Revenue Funds

Special Revenue funds are used to account and report the proceeds of restricted or
committed specific revenue sources that comprise a substantial portion of the fund and
are for expenditure of a specific purposes other than debt service or capital projects. The
District uses the following Special Revenue fund:

General Welfare Fund (Nonmajor)

The General Welfare Fund accounts for general welfare programs administered for
the students of the District. Revenues for this fund have been committed by the
Board of School Directors.

Capital Projects Funds

Capital Projects funds account for financial resources that are resiricted, committed, or
assigned to expenditure for capital outlays. The District uses the following Capital
Project funds:

Capital Reserve Fund (Major)

The Capital Reserve Fund was established under the Pennsylvania Municipal Code
to account for (1) moneys transferred during any fiscal year from appropriations
made for any particular purpose which may not be needed, (2) surplus moneys in the
General Fund of the District at the end of a fiscal year, and (3) interest earnings of
the fund itself. Bond proceeds and other local, state and federal revenue may not be
deposited in this fund. No transfers out of this fund are aliowable for any purpose.
Expenditures from this fund are limited to: capital improvements, replacement and
additions to public works and improvements, for deferred maintenance, for the
purchase or replacement of school buses, and for no other purpose.
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Upper Darby School District

Notes to Financial Statements
June 30, 2012

Other Capital Projects Fund (Nonmajor)

This fund is used to report the total of all Capital Project Fund activity not specifically
associated with the Capital Reserve Fund. Generally, this will include the proceeds
from and expenditure of, bond and note issues specifically designated for capital
improvements.

Proprietary Fund Type

Proprietary funds account for the operations of the District that are financed and operated in
a manner similar to those often found in the private sector. The fund included in this
category is the Food Service Fund, an Enterprise fund-type, which accounts for the food
service operations of the District. The Food Service Fund distinguishes between operating
revenues and expenses and non-operating items. Operating revenuss consist of charges for
food served. Operating expenses consist mainly of food and food preparation costs,
supplies and other direct costs. All other revenues and expenses are reported as non-
aperating.

Fiduciary Fund Types

Fiduciary funds account for the assets held by the District as a trustee or agent for
individuals, private organizations and/or other governmental units. The funds included in this
category are:

Activity Fund

The Activity Fund accounts for the collections and disbursements of assets of
various student activities and clubs.

Private Purpose Trust Fund

The Private Purpose Trust Fund accounts for the activity of various scholarship
accounts that provide scholarship grants to students of the District.

Measurement Focus
Government-Wide Financial Statements

The government-wide financial statements are prepared using the economic resources
measurement focus. With this measurement focus, all assets and all liabilities
associated with the operation of the District are included on the statement of net assets.
The statement of activities presents increases (i.e., revenues) and decreases (i.e.,
expenses) in the District’s total net assets.

Fund Financial Statements

Governmental funds are accounted for using the flow of current financial resources
measurement focus. With this measurement focus, only current assets and current
fiabilities generally are included on the balance sheet. Operating statements of these
funds present increases {i.e., revenues and other financing sources) and decreases {i.e.,
expenditures and other financing uses) in net current assets. Proprietary funds are
accounted for using the economic resources measurement focus.
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Upper Darby School District

Notes to Financial Statements
June 30, 2012

Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures/expenses are
recoghized in the accounts and reported in the financial statements. It relates to the timing
of the measurements made regardless of the measurement focus applied.

Accrual Basis

Government-wide financial statements and the proprietary and fiduciary fund type
financial statements are prepared using the accrual basis of accounting. Revenues are
recognized when eamed and expenses are recognized when incurred. Tax revenues are
recognized in the year levied while grant revenue is recognized when grantor eligibility
requirements are met.

Modified Accrual Basis

Governmental funds use the modified accrual basis of accounting. Under the modified
accrual basis, revenues are recognized when susceptible to accrual (i.e., when they
become both measurable and available). “Measurable” means the amount of the
transaction can be determined and "available” means collectible within the current period
or soon enough thereafter to be used to pay the liabilities of the current period. The
District considers property and other taxes as available if they are collected within 60
days after year-end. A one-year availability period is used for revenue recognition for all
other governmental fund revenues. Expenditures, other than principal and interest on
bonds and notes payable, compensated absences, postretirement obligations and
claims and judgments, are recorded when the related fund liability is incurred. Principal
and interest on bonds and notes payable, compensated absences, posiretirement
obligations and claims and judgments are recorded as fund liabilities when due and
unpaid.

The District reports deferred revenue in both the government-wide and fund financial
statements. Deferred revenue arises when potential revenues do not meet both the
‘measurable” and “available” criteria for recognition in the current period. Deferred
revenues may also arise when the District receives resources before it has a legal claim
to them, as when grant monies are received prior to the incurrence of qualifying
expenditures. In subsequent periods, when both revenue recognition criteria are met, or
when the District has a legal claim to the resources, the liability for deferred revenue is
removed and revenue is recognized.

Application of FASB Pronouncements
The District applies all relevant GASB pronouncements and applicable Financial Accounting
Standards Board (“FASB") pronouncements isstted on or before November 30, 1989, unless

they conflict with GASB pronouncements. The District does not apply FASB
pronouncements issued after November 30, 1989.
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Upper Darby School District

Notes to Financial Statements
June 30, 2012

Allocation of Indirect Expenses

The District allocates certain building-related and operative and administrative costs to the
Food Service Fund, and the Food Service Fund reimburses the General Fund for these
expenses. it does not allocate any other indirect costs, including depreciation.

Budgetary Data

An operating budget is prepared each year for the General Fund on the modified accrual
basis of accounting. The District utilizes the Executive Budget approach to budgetary
control. This approach requires the superintendent, together with the business office, to
prepare and submit a plan of financial operation to the Scheol Board.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and liquid asset funds, which are carried at cost.
The District considers all investments purchased with an original maturity of three months or
less to be cash equivalents.

Investments

Investments consist of certificates of deposit and U.S. Government agency obligations.
Investments are carried at cost, which approximates fair value.

Inventories

General Fund inventories are valued at the lower of cost (first-in, first-out method) or market.
A fund balance reserve equal to the value of the inventories is established to indicate that
the inventories do not constitute expendable financial resources available for appropriation.

Food Service Fund inventories consist entirely of donated commodities, which are valued at
fair market vaiue as determined by the U.S. Department of Agriculture at the date of
donation.

Deferred Charges

In the government-wide financial statements, deferred charges consist of debt issuance
costs that are being amortized over the term of the debt using the straight-line method since
the results are not significantly different from the effective interest method. In the fund
financial statements, these costs are reported as expenditures when the related liability is
incurred.
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Upper Darby School District

Notes to Financial Statements
June 30, 2012

Capital Assets

General capital assets are those assets not specifically related to activities reported in the
proprietary fund. These assets result from expenditures in the governmental funds. These
assets are reported in the governmental activities column of the government-wide statement
of net assets but are not reported in the fund financial statements. Capital assets utilized by
the Food Service Fund are reported both in the business-type activity column of the
government-wide statement of net assets and in the fund financial statements due to the
measurement focus of the proprietary fund.

All capital assets are stated at cost or estimated cost, net of accumulated depreciation.
Donated capital assets are recorded at their fair market values as of the date received. The
District maintains a capitalization threshold of $1,500. Improvements are capitalized; the
costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend an asset’s life are not.

All capital assets except land are depreciated. Construction-in-progress costs are
accumulated until the project is complete and placed in service. At that time, the costs are
transferred to the appropriate asset class and depreciation begins.

Depreciation is computed using the straight-line method (1/2 month convention) over the
following estimated useful lives:

Governmental Activities Business-Type Activity
Land improvements 20 years N/A
Bulildings and improvements 45 years N/A
Furniture and equipment 5-20 years 5 years

The District does not have any infrastructure capital assets.

If applicable, interest is capitalized on Food Service frund assets acquired with tax-exempt
debt. The amount of interest to be capitalized is calculated by offsetting interest expense
incurred from the date of the borrowing until completion of the project with interest earned
on invested proceeds over the same period.

Compensated Absences

The Distiict's collective bargaining agreements with its professional and support personnel
specify the sick and vacation leave policies. Administrative personnel, while not party to
these agreements, are provided similar benefits. The agreements provide for payment of
accumulated sick leave, at retirement, based on years of service and days accumulated.
The rate varles by position in accordance with collective bargaining agreements,
compensation plans and individual employment agreements. Vacation leave is available
only to administrative and twelve-month support employees. Vacation pay is earned in the
year in which the service has heen performed and generally must be used in the year
earned.
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Upper Darby School District

Notes to Financial Staterents

June 30, 2012

Fund Balance Classifications

Fund balances are classified based on the level of constraints placed on the usage of fund
resources.

Nonspendable fund balances are amounts that cannot be spent because they are
either not in spendable form or, are legally or contractually required to be maintained
intact. Nonspendable fund balance consists entirely of inventories which are not
considered to be in spendable form,

Restricted fund balances are amounts that are restricted to specific purposes by
constraints placed on their use that are externally imposed by creditors, grantors,
contributions, or laws or regulations of other governments, or imposed by law
through constitutional provisions or enabling legislation. Amounts reported in the
General Fund have been restricted by a donor for library expenditures. Amounts
reported in the Capital Reserve Fund are restricted by Pennsylvania law to
expenditures for capital assets.

Committed fund balances are amounts that can only be used for specific purposes
pursuant to constraints imposed by formal resolution of the District’s School Board of
Directors. These amounts cannot be used for any other purpose unless the School
Board of Directors removes or changes the specific use by taking the same action it
employed to previously commit the amounts. In June 2012, the Board of School
Directors committed $4,000,000 of fund balance to balance the 2012-2013 budget.

Assigned fund balances are amounts constrained by the District’s intent to be used
for a specific purpose, but are neither restricted nor committed. The District’s School
Board of Directors has designated the Director of Business Management to assign
fund balance amounts as deemed financially necessary and appropriate. At June 30,
2012, the Director of Business Management has assigned fund balance for
compensated absences ($2,768,029) and encumbrances ($27,280).

Unassigned fund balance is a residual classification and represents amounts that
have not been assigned to other funds, and has not been restricted, committed or
assigned to a specific purpose within the General Fund.

Eliminations and Internal Balances

Transactions and balances between governmental activities have been eliminated in the
government-wide financial statements. Residual amounts due between governmental and
business-type activities are labeled “internal balances” on the statement of net assets.

Use of Restricted Net Assets/Fund Balances

When an expenditure is incurred that can be paid using either restricted or unrestricted

resources, the District's policy is to use restricted amounts first;-and-then unrestricted

" amounts as needed.
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Use of Estimates

The preparation of financial statemenis in conformity with accounting principles generally
accepted in the United States of America requires management fo make estimates and
assumptions that affect 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 revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Joint Ventures

The District participates with other school districts in Delaware County in the following joint
ventures.

Delaware County Vocational-Technical School Authority

The Delaware County Vocational-Technical School Authority ("Vo-Tech Authority”) is
responsible for acquiring, holding, constructing, improving, and maintaining the
vocational-technical school buildings used in providing vocational-technical education to
students of Delaware County. The District is responsible for an allocated portion of the
outstanding debt of the Vo-Tech Authority and has included such in the accompanying
statement of net assets. The Vo-Tech Authority’s financial statements are available from
the Vo-Tech Authority, 200 Yale Avenue, Morton, PA 19070.

Community College of Delaware County Authority

The Community College of Delaware County Authority ("Authority”) was responsible for
acquiring, holiding, constructing, improving and maintaining the Delaware County
Community College facilities. During 1993, the Authority released all the land, building
and furniture to the Delaware County Community College and as of December 31, 1993,
the Authority is on “inactive status.” The District is responsible for an allocated portion of
the outstanding debt of the Community College of Delaware County and has included
such in the accompanying statement of net assets.
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2. Deposits and Investments

The Pennsylvania Public School Code of 1949, as amended, permits the District to invest only
in certain types of investments. The District's deposits and investments adhere to these

statutes.

Deposits With Financial Institutions and PSDLAF

Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository
insurance. The District does not have a policy for custodial credit risk. At June 30, 2012,
the bank balance of the District's deposits with financial statements, including cash
equivalents, was $18,655,781 compared to the carrying amount of $16,096,151. The
difference is caused by items in-transit and outstanding checks. $18,405,681 of the
District's deposits were exposed to custodial credit risk at June 30, 2012 and were
uninsured but collateralized by securities pledged by the financial institutions for such
funds but not in the District’s name in accordance with the collateralization provisions of
Commonwealth of Pennsylvania Act 72 of 1971, as amended.

The Pennsylvania School District Liquid Asset Fund (“Fund”) contains assets invested in
accordance with Title 24 of the Pennsylvania Statutes Article 4, Section 440.1 (2001).
Each school district owns shares of the Fund, which invests the pooled assets. Since the
Fund has the characteristics of a mutual fund, it is not subject to the disclosure
requirements noted above, At June 30, 2012 and 2011, the carrying amount of the Fund
was $99,275 and $76,027, respectively.

Investments

The District’s investmenis consist of the following:

Maturities (in Years)

Less than
Fair Value 1 Year 1-5 6-10
Certificates of deposit $ 2,586,000 $ 1591000 $ 995000 $ -
U.S. government agency
obligations 3,204 - - 3,204
Total $ 25680204 § 1591000 $ 995000 % 3,204

The District was not exposed to custodial credit risk as all certificates of deposit were
fully insured and the U.S. government guarantees the U.S. government agency
obligations.
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3. Real Estate Taxes

The tax on real estate, as levied by the School Board of Directors, was 31.73 mills ($31.73 per
$1,000 of assessed valuation) for fiscal year 2012. Delaware County determines the assessed
value of property and the tax collector is responsible for collection. The District’s Director of
Business Management is the tax collector. 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 31 10% penalty period
February 1 Lien date

In accordance with Act 1 of 2006, the District offers its taxpayers an installment option for
paying real estate taxes. Under this option, taxpayers are aliowed to pay the face amount (no
discount allowed) of the tax bill in three installments: August 31, September 30 and October 31.
If the taxpayer elects the instaliment option and then fails to make an instaliment by the required
due date noted above, a 10% penalty is assessed on any delinquent installment.

Delinquent real estate taxes receivable at June 30, 2012 totaled $7,176,056 and are included in
taxes receivable. The amount of real estate {axes receivable is reported net of an allowance for
doubtful collections of $660,249. Taxes receivable also includes $102,472 of real estate transfer

taxes receivable and $489,874 of delinquent real estate taxes collected by Delaware County but
not remitted.

Real estate tax revenue includes a credit for doubtful accounts of $56,660.
4. Due From Other Governments
Due from other governments consists of the following:

Governmental activities:
Pennsylvania Department of Education:

State source revenues $ 1,624,825

Federal source revenues 652,571
Pennsylvania Department of Public Welfare,

Federal source revenues 26,257
Other school districts,

Local source revenues 28,867

Total governmental activities $ 2,332,520

Business-type activity:
Pennsylvania Department of Education:

State source revenues 3 39,115
Federal source revenues 549,536
Total business-type activity 3 588,651
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5. Capital Assets

The changes in the District’s capital assets in 2012 are summarized as follows:

Balance Transfers/ Transfers/ Balance
July 1, 2011 Additions Dispositions June 30, 2012
Governmental aclivities:;
Cost:
Land improvements $ 2772707 % - 5 - $ 2772707
Buildings and improvements 105,195,102 1,018,602 - 106,213,704
Furniture and equipment 22,485,031 528,485 - 23,013,516
Construction-in-progress 944,220 748,681 (1.649,401) 43,500
Total cost 131 ,397,060 2,295,768 {1,649,401) 132,043,427
Less accumulated depreciation:
Land improvements (1,396,134) {112,244) - (1,508,378}
Building and improvements (47,990,085) (2,410,103) - {50,400,168)
Furniture and equipment (19,568,856) (702,652) - {20,271,508)
Total accumulated
depreciation (68,955,085) (3,224 999) - {(72,180,054)
Total $ 62442005 § {920,231} $§  (1,649401) $ 59,863,373
Business-type activity:
Furniture and equipment $ 764618 § 17329 % $ 781,947
Less accumulated depreciation (600,459) {33,051) {633,510}
Total $ 164,158 % {15,722) $ - § 148,437
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6. Bonds and Notes Payable

The following summarizes the changes in the District’s bonds and note payable in 2012:

Series A of 2001, to
advance refund the
Series of 1993.
Matured May 1, 2012

Series B of 2001, to
advance refund a
portion of the Series of
1994, Matured
February 15, 2012

Series A of 2004, to
currently refund the
Series of 1898.
Matures February 3,
2013

Series B of 2004, to
finance capital
projects. Matures
June 30, 2024

Series of 2005, lo
advance refund the
Series of 1999.
Matures May 1, 2024

Series of 2010, o
finance capital
projects. Matures
March 1, 2026

Series A of 2011, o
finance capilal
projects. Matures
September 1, 2025

Total

Bond and note premiums

Deferred refunding
charges

Total

Current Balance Batance

Inferest Rates Portion July 1, 2011 Additions Retirements July 1, 2012
500 % § § 555000 % $ (6550000 $

500 % - 830,000 - {830,000 -

3.25 % 2,830,600 4,805,000 - (1,875,000} 2,930,000

430 % - 4,010,000 - 4,018,600

2.85% -

500 % 610,000 34,225,060 {145,000} 30,150,000

500 % 339,333 5,090,000 - {339,333) 4,750,667

500 % 26,857 - 376,000 - 376,000

$ 3,806,190 45,585,000 376,000 (3,744,333) 42,216,667

1,288,731 {214,229) 1,084,502

(1,361,721} 124,268 {1,237.353)

$ 45522010 % 376,000  § (3.834,194) § 42,083,816
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1 Total interest paid on these bonds and notes in 2012 was $2,078,535. No interest was
] capitalized in 2012. No interest is reported as a direct expense in the statement of activities.

The District issued the Series of 2010 and Series A of 2011 general obligation notes to the state
Public School Building Authority to participate in the Authority’s gualified school construction
bond program. Under the program, the Authority issued qualified school construction bonds and
loaned a portion of the proceeds to the District as secured by the general obligation notes.
interest on these notes is subsidized by the federal government. The District’s subsidy rate is
95.6% on the Series of 2010 and 100% on the Series A of 2011. in 2012, the District received
$252,862 in interest subsidies which is included in federal source revenues.

The following summarizes the District's scheduled future debt service on its bonds and notes
payable as of June 30, 2012:

‘ Year ending June 30: Principal Interest Total

2013 $ 3,906,190 $ 1955536 $ 5861726
l 2014 3,611,181 1,838,961 5,450,152
2015 3,746,190 1,709,146 5,455,336
] 2016 3,886,190 1,673,931 5,460,121
! 2017 4,056,191 1,397,966 5,454 157
2018-2022 17,745,052 4,183,304 21,929,256
2023-2026 5,264,763 1,336,898 6,601,661
l Total $ 42,216,667 $ 13,995,742 $ 56,212,409
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! 7. Authority Lease Obligations

The District’s portion of authorily bonds is allocated to the District based on the annual usage of
the facility, as required by lease agreements. The agreements provide that, if the individual
authorities retire all of the bonds issued to finance school facilities or accumulate sufficient
reserves to retire the bonds, the subsequently scheduled rental payments need not be made.
Since annual rentals include reserve funds that are either invested by the authorities or used for
advance retirement of obligations, it is anticipated that less than the presently scheduled rentals
will eventually be paid. At June 30, 2012, the District’s authority lease obligations consisted of

the following:
Balance Balance
July 1, 2011 Additions Reductions June 30, 2012
Detaware County
Vocational-
Technical School
Authority 3 115,645 3 - $ (57651 % 57,994
Delaware County
i Community
\ College 2,282,067 : (111,815) 2,170,252
Total $ 2,397,712 $ - $ (169466) $ 2,028,246

Interest expense on authority lease obligations was $92 392 in 2012.
The aggregate maturities of authority lease obligations, on a combined basis, are as follows:

Year ending June 30:

2013 $ 280,978
2014 222,042
, 2015 222,242
I ‘ 2016 178,860
2017 178,684
Thereafter 2,082,358
!
‘ Total lease payments 3,165,164
l Less amount representing interest {936,918)
Total authority lease obligations $ 2,228,246
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8. Leases
Capital Lease Obligations

The District leases certain equipment under the terms of lease agreements that have been
classified as capital leases. The following summarizes the changes in capital lease
obligations in 2012:

Balance, July 1, 2011 $ 3,130,257
Additions 105,426
Payments (1,433,153)
Balance, June 30, 2012 $ 2,492,530

The following is a schedule of future minimum lease payments under these capital leases,
together with the present value of the net minimum lease payments as of June 30, 2012:

Year ending June 30:

2013 $ 1,127,671
2014 745,793
2015 539,908
20186 164,177
Total minimum lease payments 2,577,549
Less amount representing interest {85,019)
Present value of net minimum lease payments $ 2,492,530

Interest expense on capital leases was $65,131 in 2012.
Operating [.eases

The District leases two buildings from the Archdiocese of Philadelphia for use as elementary
schools. These leases have been accounted for as operating leases. Rent expense under
these leases was $453,525 in 2012. Future minimum payments under these leases are as
follows:

Year ending June 30:

2013 $ 461,895
2014 238,121
2015 238,121
2016 238,121
2017 238,121
Total $ 1,414,379
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9. Employee Benefits
Pension Plan

All full-time and certain pari-time employees of the District participate in the Commonwealth
of Pennsylvania Public School Employees’ Retirement System ("PSERS"), a governmental
cost sharing, multi-employer defined benefit plan.

PSERS provides retirement and disability, legisiative mandated ad hoc cost-of-living
adjustments and health care insurance premium assistance to qualifying annuitants. The
District’s and its employees’ obligation to contribute to PSERS are established by authority
of Act 96 of the Public School Employees' Retirement Code. Benefit provisions are
established and amended by the PSERS board of trustees. PSERS issues a comprehensive
annual financial report that includes stand-alone financial statements and required
supplementary information for the plan. A copy may be obtained from the PSERS website at
www.psers.state.pa.us under Publications.

The District's contribution rate was 8.65% in 2012, 5.64% in 2011, and 4.78% in 2010 of
covered payroll. The District's contributions were approximately $6,849,000 in 2012,
$4,650,000 in 2011, and $3,898,000 in 2010. The employees' contribution rates range from
5.25% to 10.3%, depending on date of hire and whether they elected to participate in the TD
membership class.

Compensated Absences

The changes in compensated absences in 2012 are summarized as follows:

Balance, July 1, 2011 : $ 2,794,508
Increases 131,146
Decreases (157,625}
Balance, June 30, 2012 $ 2,768,029

Postretirement Benefits

In prior years, the District’s personnel agreements included a provision for retiring individuals
(that met certain specified criteria) to receive health insurance benefits from the date of
retirement until the individual becomes eligible for the federal government health insurance
program. The current agreements no longer provide such a benefit.

The District chose not to adopt the provisions of GASB No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions with regards to
these benefits due to the immateriality of the obligation to the government-wide financial
statements taken as a whole. Benefits are funded on a pay-as-you-go basis. The District
has recorded a liability for these benefits based on the present value of the expected health
insurance premium payments over the remaining term of the benefits.
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10.

11.

Special Termination Benefits

The District’s current agreement with its administrators includes a retirement incentive
provision (must retire with ten years of service to the District) equal to 75% of the
administrator’s final salary. Payments made under this provision are non-elective employer
contributions to the employees’ 403(b) accounts in accordance with IRS regulations. The
District has recorded a liability for this benefit based on the present value of the expected
retirement incentive amount and the probability that the administrator will receive such
incentive. The benefit is funded on a pay-as-you-go basis.

Changes in the above liabilities in 2012 were as follows:

Special
Postretirement Termination
Benefits Benefits Total
Balance, July 1, 2011 $ 1,035,168 1,857,543 $ 2,892,711
Increases - 535,511 535,511
Payments and other decreases (248,342) {338,641) (586,983)
Batance, June 30, 2012 $ 786,826 $ 2,054,413 $ 2,841,239

#nteynal Balances/Interfund Balances and Transfers

At June 30, 2012, $414,654 was due from the Food Service Fund to the General Fund. The
amount due to the General Fund represents reimbursement of maintenance, utility, operative
and administrative salaries and benefits. This balance was paid in the subsequent year. The
following summarizes the interfund transfers in 2012:

Transfers [n Transfers Qut
General Fund:
Food Service Fund 3 414,654 $ .
Food Service Fund,
General Fund - 414,654
Total $ 414654 $ 414,654

Contingencies

The District is involved, from time to time, in various lawsuits. In the opinion of the District, these
matters either are adequately covered by insurance or will not have a material effect on the
District's financial statements.

The 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 District is
potentially liable for any expenditure that may be disallowed pursuant to the terms of these grant
programs. The District is not aware of any material items of noncompliance that would result in
the disallowance of program expenditures.
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12. New Accounting Pronouncements

In December 2010, the GASB issued Statement No. 62, Codification of Accounting and
Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. This statement incorporates certain applicable accounting and financial
reporting guidance of the FASB and AICPA into GASB literature to simplify the preparation of
state and local government financial statements. The District is required to adopt Statement No.
62 for its fiscal year 2013 financial statements.

In July 2011, GASB issued Statement No. 63, Financial Reporting of Deferred Qutflows of
Resources, Deferred Inflows of Resources, and Net Position. This statement will improve
financial reporting by standardizing the presentation of deferred outflows of resources and
deferred inflows of resources and their effects on a government’s net position. The District is
required to adopt Statement No. 63 for its fiscal 2013 financial statements.

in March 2012, the GASB issued Statement No. 65, ltems Previously Reported as Asseis and
Liabilities. This statement establishes accounting and financial reporting standards that
reclassify, as deferred outflows of resources or deferred inflows of resources, certain items that
were previously reported as assets and liabilities and recognizes, as outflows of resources or
inflows of resources, certain items that were previously reported as assets and liabilities. The
District is required to adopt Statement No. 65 for its fiscal year 2014 financial statements.

In March 2012, the GASB issued Statement No. 68, Technical Corrections—2012—an
amendment of GASB Statements No. 10 and No. 2. The objective of this statement is to
improve accounting and financial reporting for a governmental financial reporting entity by
resolving conflicting guidance that resulted from the issuance of two pronouncements,
Statements No. 54, Fund Balance Reporling and Governmental Fund Type Definitions, and No.
62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November
30, 1989 FASB and AICPA Pronouncements. The District is required to adopt Statement No. 66
for its fiscal year 2014 financial statements.

in June 2012, the GASB issued Statement No. 88, Accounting and Financial Reporting for
Pensions—an amendment of GASB Statement No. 27. Statement 67 will require the District to
report its share of the pension liabilities of PSERS in its government —wide financial statements.
The District is required to adopt Statement No. 68 for its fiscal year 2015 financial statements.

District management is in the process of analyzing these pending changes in accounting
principles and the impact they wiil have on the financial reporting process.
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ParenteBeard

Independent Auditors’ Report on Internal Control
Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards.

Board of School Directors
Upper Darby School District

We have audited the financial statements of the governmental activities, the business-type activity,
each major fund, and the aggregate remaining fund information of the Upper Darby School District
{the "District") as of and for the year ended June 30, 2012, which collectively comprise the District's
basic financial statements, and have issued our report thereon dated December 21, 2012. 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

Management of the District is responsible for establishing and maintaining effective internal control
over financial reporting. In planning and performing our audit, we considered the 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 District's internal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of the 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.

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 financiai 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 Goverrnmnent Auditing Standards.

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

/WMMc,

Philadelphia, Pennsylvania
Pecember 21, 2012
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Independent Auditors’ 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

Board of School Directors
Upper Darby School District

Compliance

We have audited Upper Darby School District’s (the "District”) compliance with the types of
compliance requirements described in the U.S. Office of Management and Budget (“OMB”) Circular
A-133 Compliance Supplement that could have a direct and material effect on each of the District’s
major federal programs for the year ended June 30, 2012. The District's major federal programs are
identified in the summary of auditors' 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 the District's management.
Our responsibility is to express an opinion on the 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 the 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 of the District's compliance with those requirements.

In our opinion, the District complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2012. However, the results of our auditing procedures disclosed an
instance of noncompliance with those requirements, which is required to be reported in accordance
with OMB Circular A-133 and which is described in the accompanying schedule of findings and
questioned costs as item 2012-01.
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Internal Control Over Compiiance

The management of the District is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable
to federal pregrams. In planning and performing our audit, we considered the 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
the District's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the 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 control over compliance that we consider to be material
weaknesses, as defined above.

The District's response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. We did not audit the District's response and,
accordingly, we express no opinion on it.

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

?MMMMM&J

Phitadelphia, Pennsylvania
December 21, 2012
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Upper Darby School District

Schedule of Findings and Questioned Costs
Year Ended June 30, 2012

Section | - Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:
Material weakness(es) identified? yes
Significant deficiency{ies) identified? yes

Noncompliance material to financial
Statements noted? yes

Federal Awards

tnternal control over major programs:
Material weakness(es) identified? yes
Significant deficiency(ies) identified? yes

Type of audifor's report issuad on

Unqualified
X no
X none reported
X no
X no

X none reported

compliance for major programs: Unqualified
Any audit findings disclosed that are reqguired

to be reported in accordance with section 510(a) of

OMB Cireular A-1337? X yes no

Identification of major programs:

CEDA Number(s) Name of Federal Program or Cluster
84.377 School Improvement Grant
10.563/10.565/10.556 Child Nutrition Cluster

Dolfar threshold used to distinguish between Type A

and Type B programs: $403,600
Auditee qualified as low-risk auditee? X yes no
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Upper Darby School District

Schedule of Findings and Questioned Costs
Year Ended June 30, 2012

Section ll - Financial Statement Findings
None.
Section lll - Federal Award Findings and Questioned Costs
Finding 2012-01 — U.S. Department of Agriculture, Passed Through the Pennsylvania
Department of Education, Child Nutrition Cluster—CFDA #10.553/10.555/10.556 2011-
2012
Criteria:
The District must verify the current free and reduced price eligibility of households
selected from a sample of applications that it has approved for free and reduced price
meals.
Condition:
The District performed verification testing on 219 applications. From this population, we
selected a sample of 40 for review. In 2 of the 40 selected, we noted the District had
incorrectly approved a student for free price meals when the verified income had
supported a reduced price classification.

Questioned Costs:

The excess reimbursement received by the District for the difference between free and
reduced price meals was estimated at $252.

Context:

The District approved 4,819 applications for either free or reduced price meals covering
6,387 students.

Cause:
Oversight by verifying official.

Effect:
The District may have allowed students not eligible for free or reduced price meals to
participate in program thereby causing the District to receive reimbursement to which it
was not entitled.

Recommendation:

The District should have a second individual review the conclusion of the verifying
individual.

District’s Response:

For the 2012-2013 year, the District now requires a second individual review the results
of the verifying individual to ensure the proper conclusion was made with respect to the
determination of eligibility.
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