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FRANCE, ANDERSON, BASILE and COMPANY, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

903 Chestnut Street 610-967-1200 Phone
Emmaus, Pennsylvania 18049 610-966-6669 Fax
www.fabandco.com

INDEPENDENT AUDITORS’ REPORT

To the Board of School Directors
- Bouthern Lehigh School District
Center Valley, Pennsylvania

We have audited the accompanying financial statements of the
governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Southern
Lehigh School District as of and for the yvear ended June 30,
2016, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Resgpongibility

Our regponsibility is to express opinions on these financial
statements based om our audit. We conducted our audit in
accordance with auditing standards generally accepted in the
United B8tates of America and the standards applicable to
financial audits contained in Government Auditing Standarde,
issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain
reagsonable assurance about whether the financial statements are
free from material misstatement. '

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

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

Cpinions

In our opinion, the financial statements referred to above
present fairly, in all material respects, the respective
financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate
remaining fund information of Southern Lehigh School District as
cf June 30, 2016, and the respective changes in financial
position and where applicable, cash flows thereof and the
respective budgetary comparison for the General Fund for the year
then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Required Supplementary Information:

Accounting principles generally accepted in the United
States of America require that the management’s discussion and
analysis and budgetary comparison information on pages 4 through
10, postemployment benefits plan information on page 47, and
pension plan reporting information on pages 48 - 49 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 ox
provide any assurance on the information becausge the limited
procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Information:

Our audit was conducted for the purppse of forming opinions
on the financial statements that collectively comprise the
Southern Lehigh School District basic financial gtatements. The
introductory section and statistical sections are presented for
purposes of additional analysis and are not a required part of
the bagic financial statements. The schedule of expenditures
of federal awards is presented for purposes of additional‘
analysis as required by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Reéquirements for Federal Awards, and e
also not a required part of the basic financial statements. !
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The schedule of receipts and disbursements of the Activity
Fund and the schedule of expenditures of federal awards are the
responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has
been subjected to the auditing procedures applied in the auvdit of
the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to
the underlying accounting and other xrecords used to prepare the
basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of
America. TIn our opinion, the schedule of receipts and
disbursements of the Activity Fund and the schedule of
expenditures of federal awards are fairly stated in all material
regpects in relation to the basic financial statements
taken as a whole.

The introductory and statistical sections have not been
subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have
also issued our report dated January 16, 2017, on our
consideration of Southern Lehigh School Digtrict’s internal
control over financial reporting and on our test of its
compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose
of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the .
results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

JM,M{MWKM’{%C,
Emmaus, Pennsylvania
January 16, 2017




SOUTHERN LEHIGH SCHOOL DISTRICT
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2016

The discussion and analysis of Southern Lehigh School District’s financtal performance
provides an overall review of the School District’s financial activities for the year ended
June 30, 2016. The intent of the discussion and analysis is to look at the School District’s
-financial performance as a whole. Readers should also review the financial statements
and notes to enhance thelr understanding of the School District’s financial performance.

Financial Highlights

Key financial highlights for 2015-2016 are as follows:

(o}

Total net position is $-56,977,190. Net position of governmental activities is
$-57,651,395. Net position of business activities is $674,205. The negative net
position is due o GASB 68 which requires the accounting for pension liability
starting in 2014-2015, bonds and notes payable and post-employment benefits.

Total revenues are $60,839,204. Governmental revenue is $59,661,314 and
business activity revenue is $1,177,890.

Total expenses are $61,085,923. Governmental expenses are $59,819,728 and
Business activity expenses are $1,266,195. Total governmental revenue
exceeded total governmental expenses largely due fo sale of assets and
refinancing of boinds.

At the end of the current fiscal year (2015-2016), the General Fund balance has
decreased $878,884.

Comparative analysis of key financial data on a year-to-year basis is located at
the end of the report.

Using the Annual Report

This annual report consists of a series of financial statements and notes to those
statements. These statements are organized so the reader can understand Southern Lehigh
School District as a financial whole, an entire operating entity. The statements then proceed to
provide an increasingly detailed look at specific financial activities.

The balance sheet is a financial statement that summarizes the School District's assets,
liabilities and equity. It provides a “snapshot” of the District’s financial position. Fund financial
statements provide the next level of detaill. For governmental funds, these statements tell how
services were financed in the short-term as well as what remains for future spending: The fund

financial statements also [ook at the School District's most significant funds. In the case of

Southern Lehigh School District, the general fund is by far the most significant fund .




SOUTHERN LEHIGH SCHOOL DISTRICT
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2016

Reporting the School District as a Whole
Government-Wide Financial Statements

While these documents contain the funds used by the School District to provide
programs and aclivities, the view of the School District as a whole looks at all financial
fransactions and asks the question, "How did we do financially during 2015-20167" These
statements include all assets and liabilities using the accrual basis of accounting similar to the
accounting used by most private-sector companies. This basis of accounting takes into
account, all of the current years revenues and expenses regardless of when cash is received or
paid.

These statements report the School District's net position and changes in the position.
This change in net position is important because it tells the reader that, for the School District as
a whole, the financial position of the School District has improved or diminished. The causes of
this change may be the result of many factors, some financial, some not. Non-financial factors
include the School District's demographics, student enrollment, facmty conditions, required
educational programs and other factors.

The School District’s statements are divided into two distinct kinds of activities:
* Governmental Activities --The School District’s programs and services are reported here

including instruction, support services, operation and maintenance of plant, pupil
transportation and extracurricular activities.

» Business-Type Activilies --These services are provided on a charge for goods basis to
recover the expenses of the goods prowded The Schoaol District Food Service is
reported as a husiness activity.

Reporting the School District’s Most Significant Funds
Fund Financial Statements

The analysis of the School District's major governmental funds, which begins on page 14, is the
general fund and the capital projects fund. Fund financial reports provide detailed information
about the School District's major funds. The School District uses several funds to account for a
multitude of financial transactions.'




SOUTHERN LEHIGH SCHOOL DISTRICT
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2016

Governmental Funds - Most of the School District's activities are reported in governmental
funds, which focus on how money flows into and out of those funds. The balances left at year-
end are available for spending in future periods. These funds are reported using an accounting
method called modified accrual accounting, which measures cash and all other financial assets
that can be readily converted to cash. The governmental funds statements provide a detailed
short-term view of the School District's general government operations and the basic services it
provides. Governmental fund information helps one determine whether there are adequate

financial resources that can be spent in the near future to finance the basic mission of the
School District.

Proprietary Funds - Proprietary/business type funds reflect our operations of Food Services.
(See page 19) A loss in fund net position of $88,305 in the 2015-2016 fiscal year is primarily a
result of an increase in wages and benefits and a decrease in lunch revenue. In 2009-10 and
2010-11 an increase in net position suggests proper steps were taken to ensure profitability. In
the 2011-12 and 2012-13 the Food Service Fund was self-supporting. The losses in 2013-14,

2014-15 and 2015-16 means more measures need to be taken to reduce costs or increase the
student meal cost in order to stay self-supporting.

Governmental Activities

The School District's reliance on state and federal grants and local tax revenues is
apparent. A decrease in state and federal revenues would have a direct impact on the level of
local revenue needed to meet program expenses.

The School District's program revenues were:

Other Total
REVENUE General Capital GoVernmental Governmental
Fund Projects Funds Funds
Local sources 77.4% 3.3% 0.0% 76.0%
State solrces 221%  96.7% 0.0% 23.5%
Federal sources 05%  0.0% 0.0% 5%
Total revenue 100.0% 100.0% 0.0% 100.0%
The School District's expenses were:
. . Other Total
EXPENDITURES General Capital Governmental Governmental
Fund Projects Funds Funds
Instruction 55.0% 0.0% 0.0% 44.4%
Support services 32.0% 4.0% 0.0% 26.6%
Non-instructional services 2.3% 0.0% 0.0% 1.8%
Capital outlay 0.0% 95.9% 0.0% 18.5%
Debt service 10.7% 0.1% 0.0% ™ 8.7%
Total expenditures 100.0% 100.0% 0.0% 100.00%




SOUTHERN LEHIGH SCHOOL DISTRICT
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2016

Business-Type Activities

The School District's sole business-type activity is Food Service. This program.had
operating revenue of $789,444, non-operating revenue of $388,466, and operating expenses of
$1,266,195 for a loss in net position of $88,305. While these activities receive no support from
local tax revenues, these programs récelved federal and state grant monies of $387,515 (non-
operating revenue), which is increased over the 2014-2015 school year. Without support from
the federal and state government these operations would require significant support from local
sources, .

School District's Governmental Funds

Financial Information related to the School Districts major funds (governmental fund)
starts on page 14. The bulk of the activity in the governmental fund oceurs in the general fund.
(See below) These funds are accounted for using the modified accrual basis of accounting. Al
governmental funds had total revenues and other financing sources of $75.5 million and
expenditures of $73.1 million, which includes $14.1 million in expenditures from the Capital
Project Fund for the construction of a new elementary school. v

General Fund Budget Highlights

The revenue budget was $58.8 million. Actual revenue fell short of the budget by
$124,361. Real estate taxes and state sources were $81,782 less than the budget and federal
sources were $42,579 less than budgeted.

The expenditure budget was $60.1 million compared to actual expenditures of $59.0
million. Salaries and benefits from staff retirements, resignations and temporary vacancies
accounted for the majority of savings. Transportation and the operation and maintenance of
plant services also contributed to the savings.

The School District's General .Fund's fund balance decreased from $18.2 million to
$17.3 million. (See page 16)

Capital Asset and Debt Administration
Capital Assets

At the end of fiscal year I‘2015-2016, the School District had 75.1 million invested in
tand, buildings and equipment. (The amount invested is the historical cost less accumulated
depreciation. This amount is strictly for accounting measurements and should not be confused
with current/market values.)




SOUTHERN LEHIGH SCHOOL DISTRICT
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2016

Debt Administration

At June 30, 2016, the Schoo! District's net non-electoral limit for debt (225% of
borrowing base) was $122,889,661. As of July 1, 2015 the Schopl District had outstanding
general obligation bonds and leases of $66,179,846. At year-end June 30, 2018, the School
District’s net outstanding bonds and leases payable were $76,286,341.

Concerning the Future

The School District expects to experience a slower growth in both its student population
and its tax base. For more than the past decade, the rate of growth in the tax base has
exceeded the rate of growth in student population and has generally been double the rate of
growth in the student population, It is likely that tax Increases will be necessary in future years
to pay for the increasing costs associated with salaries, benefits, energy and other areas of the
budget. The District will strive to minimize any necessary increases in taxes through sound
fiscal management, expansion of the local tax base, planned gradua] use of the fund balance
and developing innovative alternative sources of funds.

The District will undoubtedly be affected by regional and national economic factors
beyond its control.

Contacting the School District’s Financial Management

The Management Discussion and Analysis is designed to provide our citizens,
taxpayers, and creditors with a general overview of the Scheol District's finances and to show
the School District's accountability for the monies it receives. If you have questions about this
analysis or need additional financial information, contact Jeremy Melber, Director of Business

Services at Southern Lehigh School District, 5775 Main Street, Center Valley, Pennsylvania
18034.




SOUTHERN LEHIGH S.D.

SUPPL. INFO.

YEAR ENDING

JUNE 30, 2016

ANALYSIS OF NET POSITION
Governmental Business Total
Activites Activities
2015-2046 | 2014-2015 2013-2014 2015-2016 | 2014-2015 | 2013-2014 2015-2016 2014-2015 2013-2014
Current Assets 30,147,318 26,535,880 27,312,028 386,471 518,623 418,982 30,533,789 27,054,512 27,731,010
Noncurrent Assets 74,691,774 64,528,194 67,113,831 372,218 405,906 443,853 75,063,992 64,934,100 67,557,684
Total Assets & Def Quiflow of Resources | 104,839,092 91,084,083 94,425,859 758,689 924,529 862,835 105,697,781 91,988,612 95,288,694
Deferred Qutflows of Resources - 8,197,756 6,559,253 - - 8,197,756 6,559,253
Current and other labilities 12,686,171 10,706,352 10,081,619 61,755 135,867 44,238 12,747,926 10,842,219 10,125,857
Noncurrent liabilities 157,510,072 139,248,965 70,749,644 22,729 26,152 23,837 157,632,801 139,275,117 70,773,481
‘Total liabilities 170,196,243 149,955,317 80,831,263 ) 84,484 162,019 68,075 170,280,727 150,117,336 80,899,338
Deferred Inflows of Resources 492,000 5,161,000 - - 492,000 5,161,000
Net Posifion - -
Invested In capital assets, net - -
of related debt (1,h94,567) (1,651,652) (3,276,870} 372,218 405,208 443,853 (1,222,349} (1,245,746} (2,833,017}
Capital Projects 5,002,311 1,726,451 2,329,774 : - 5,002,311 1,726,451 2,320,774
Other Restrictions - -
Unrestricted {deficit) (61,059,138} {67,567,780) 14,541,692 301,987 356,604 350,907 {60,757,152)  (57,211,176) 14,892,599
Net Posifion (57,651,395) {57,492,081) 13,694,696 674,205 762,510 794,760 (56,977,190} (56,730,471) 14,389,356
Total Liabh, Def Inflows, & Net Position 104,839,092 91,064,083 94,425,858 758,689 024,529 862,835 105,697,781 91,988,612 95,288,694
9




SOUTHERN LEHIGH S.D.

SUPPL. INFO.
YEAR ENDING
JUNE 30, 2016

ANALYSIS OF CHANGES IN NET POSITION

Governmental Business Total
Activites Activities
2015-2016 2014-2015 2013-2074 2015-2016 | 2014-2015 | 2013-2014 2015-2016 2014-2015 2013-2014
Revenues and other sources )
Program Revenues:
Charges for services 187,100 211,808 249,279 789,444 837,214 886,937 876,544 1,048,020 1,135,216
Operating grants and contributions 3,765,266 3,636,088 3,665,616 387,516 371,925 330,229 4,152,781 4,008,013 3,885,845
Capital grants and contributions 1,721,414 650,373 622,246 - 1,721,414 650,373 622,246
General Revenues: :
Property &Taxes levied for specific purposes 38,803,227 38,448,894 37,964,170 38,803,227 38,446,894 | 37,964,170
Other taxes 5,503,725 5,492,220 4,952,458 5,593,725 5,492,220 4,952,458
Grants, subsidles and contributulons, unrestricted 9,170,500 8,316,576 7,723,975 - 9,170,600 8,316,576 7,723 975
Other 420,082 387,251 419,565 931 1,137 1,211 421,013 388,388 420,776
Total Revenue and other sources 58,661,314 57,141,208 55,487,300 1,177,800 | 1,210276 | 1,217,377 60,839,204 58,351,484 | 56,704,686
Program expenses and other uses: -
Instructlon 36,997,315~ 36,606,668 32,615,160 36,997,315 36,696,668 | 32615160
Support services - ]
Instructional student support 6,085,683 6,465,830 5,578,685 6,085,683 6,465,830 5,578,685
Admininstrative and financtal support services 3,805,464 3,800,070 3,340,534 3,895,464 3,800,070 3,340,534
Qperations and maintance of plant services 5,456,833 5,451,681 5,314,650 5,456,833 5,451,681 5,314,650
Pupil transportation 3,788,078 3,853,251 3,889,801 3,788,078 3,853,251 3,889,891
Non-Instruction services -
Student activities 1,334,735 1,245,924 1,261,069 1,334,735 1,245,921 1,261,069
Community services -
Interest on long-terim debt 2,261,620 1,892,364 2,048,546 2,261,620 1,892,364 2,048,546
Unallocated depreciation expense j
Food services )
Total Expenses 59,819,728 59,405,785 64,048,535 1,266,195 | 1,242,526 | 1,245,502 61,085,923 60,648,311 | 55,294,037
Increase {decrease} in net position (158,414) (2,264,577) 1,438,774 (88,305) (32,250) {28,125) (246,719) (2,296,827)] 1,410,649
Net position July 1, 2015 (57,492,981) 13,594,596 762,610 794,760 (56,730,471) 14,389,356
Prior period ad] (GASE £8)-pension (68,823,000) - - (68,823,000}
Net position July 1, 2014 restated (57,492,981)]  (55,228,404) 762,510 794,760 (56,730,471} (54,433,644}
Net position June 30, 2016 (57,661,395)]  (567,492,981) 674,205 762,510° (56,977,120} {66,730,471)
10
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SOUTHERN LEHIGH SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Program Revenuesg

Operating Capital
Charges for Grants and Grants and
. Expenses Services Contributions Contributions

Governmental Activitiles

Ingstruction . $36,997,315 $ 65,611 52,094,227 8
Instructional student support 6,085,683 0 70,068 0
Administrative and financial : '

gupport services 3,895,464 0 o 0
Operation and maintenance '

of plant services 5,456,833 0 0 1,071,563
.Pupil transportation 3,788,078 0 1,600,971 ’ 0
Student activities ' 1,334,735 121,489 ] 0
Interest on long-term debt - _ 2,261,620 0 0 649,851

Total Governmental Activities £59,819,728 5 187,100 53,765,266 $1,721,414

Buginesg-type Activities ‘ .
Food service $ 1,266,195 §_789,444 % 387,515 S 0

Total Business-type
Activities 1,266,195 789,444 387,515 0

Total $61,085,923 5 976,544 $4,152,781 $1,721,414

Property taxes, levied for general purposes, net
Taxes levied for specific purposes

Grants, subsidlies and contributions not
restricted to specific pregrams

Investment earnings

Miscellaneous income

Transfers between governmental and
business-type activities

'Total general revenues and transfers
Change in net position
Net pesition, July 1 -

Net position, June 30

The accompanying notes are an integral part of the financial statements, "
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SOUTHERN LEHIGH SCHOQL DISTRICT
STATEMENTS OF ACTIVITIES (Continued)

FOR THE YEAR ENDED JUNE 30, 2016

Net (Expense) Revenue and Changes in Net Agsets

Governmental Business-type
Activities Activities Total
$(34,837,477) 0 $(34,837,477)
(6,015, 615) 0 (6,015,615)
{(3,895,464) 0 {3,895,464)
(4,385,270) 0 (4,385,270)
(2,187,107) 0 (2,187,107)
(1,213,248) 0 (1,213,246}
(1,611,769) 0 (1,611,769}
$(54,145,948) 8 0 $(54,145,948)
$ -0 89,236) ] (89,238)
5 0 (89,236) (89,236)
8({b4,145,948) 5 (89,236) $(54,235,184)
38,803,227 0 38,803,227
5,593,725 0 5,593,725
9,170,500 0 9,170,500
246,795 931 247,726
173,287 0 173,287
0 0 Q
53,987,534 . 931 53,988,465
(158,414) (88,305) (246,719)'
(57,492,981) 762,510 {(56,730,4741)
%(57,651,395) $ 674,205 $(56,977,150)

The accompanylng notes are an integral part of the financial statements.
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SOUTHERN LEHIGH SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2016

Total

ASSETS AND DEFERRED Capital Governmental
OUTFLOWS OF RESOURCES General Projects Fundg
Cash and cash .

equivalents 814,353,657 S 6,045,512 $ 20,399,169
Investments 6,327,651 0 6,327,651
Taxes receivable 937,348 0 937,348
Intergovernmental

receivables 2,266,220 . 0 2,266,220
Other receivables 256,222 0 256,222
Inventories 100,000 0 100,000
Total Assets 24,241,098 6,045,512 30,286,610
Deferred Outflows of

Regources 0 0 0

Total Assets and Deferred

Outflows of Resources 824,241,098 $ 6,045,512 & 30,286,610
11111 111 _—EREmrammEEE= 1t 5

LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES

Liabilities:
Due to other funds $ 139,282 g 0o s 139,292
Accounts payable 445,717 1,043,201 1,488,918
Compengsated absences ‘
payable 657,135 0 657,135
Accrued salaries '

and benefits 4,591,116 0 4,591,116
Payroll withholdings 528,530 0 528,530
Total Liabilities 6,361,730 1,043,201 7,404,991
Deferred Inflows of

Resources 592,214 0 582,214
Fund Balances:

Nonspendable 100,000 0 100,000
Restricted 0 5,002,311 5,002,311
Commi.tted 0 0 0
Assigned 12,987,094 0 12,987,054
Unassigned 4,200,000 .0 4,200,000
Total Fund Balances 17,287,094 22,289,405

Total Liabilities, Deferred
Inflows of Resources and
Fund Balances

The accompanying notes are an integral part of the finanéial -

statements.
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SOUTHERN LEHIGH SCHQOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAIL FUNDS
BALANCE SHEET TO THE STATEMENT QF NET POSITION
AS OF JUNE 30, 2016

Total Fund Balances - CGovermmental Funds _ $ 22,289,405

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

Capital agsets used in govermmental activities

are not financial resourceg and therefore are

not reported as assets in governmental funds.

The cost of the assets is $132,833,543 and the

accumulated depreciation is §58,141,769. 74,691,774

Property taxes receivable will be collected this

year, but are not available soon enough to pay

for the current perlod's expenditures and :

therefore are deferred in the funds. ' 592,214

Deferred outflows and inflows of resources related
to pensions are applicable to future perlods and
therefore are not reported in the funds:

Deferred outflows of resources related to pensions 8,197,756
Deferred inflows of resources related to pensions (492,000)

Long term liabilities are not due and payable
in the current period and therefore are not
reported as liabilities in the funds. Long-
term liabilities at year end consist of bonds
and notes payable of $74,677,400, lease payable
of §1,608,941, accrued interest on bonds of
$816,760, compensated absences of $208,686,
other postemployment benefits of 5,571,757,
and net pension liability of $80,047,000. (162,930,544)

Total. Net Position - Governmental Activities $ (57,651,395)

1 _EEEEETEDDOoOD D

~
\,\‘
\ A

The accompanying notes are an integral part of the flnancial " \u
statements. 1‘ BN
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SOUTHERN LEHIGH SCHOOL DISTRICT .

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES TN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2016

Total
Capital Governmental
REVENUES : General Projects Funds
Local sources $ 45,449,730 36,643 & 45,486,373
State sources 12,954,223 1,071,563 14,025,786
Federal sources 316,256 0 316,256
Total revenues 58,720,209 1,108,206, 59,828,415
EXPENDITURES:
Instruction 32,424,510 0 32,424,510
Support services 18,891,004 559,109 19,450,113
Noninstructional
gervices 1,329,584 0 1,329,584
Capital outlay 0 13,508,098 12,508,098
Debt service 6,331,465 13,082 6,344,547
Refund of prior
year revenues 10 0 10
Total expenditures 58,976,573 14,080,289 73,056,862
Excess (deficiency) of
revenues over (under)
expenditures (256,364) (12,972,083) (13,228,447)
OTHER FINANCING -
SOURCES (USES): ' .
Face value of bonds issued 0 15,330,000 15,330,000
Proceeds from refunding bonds 0 7,140,000 7,140,000
Bond premiums 0 1,192,943 1,192,943
Transfers in 0 700,000 700,000
Sale of fixed asgsets 77,480 0 77,480
Debt service - refunded bonds 0 (8,115,000) (8,115,000)
Transfers out (700,000) 0 (700,000)
Total other financing
sources (uses) {622,520) 16,247,943 15,625,423
Net change in fund {
balances (878,884) 3,275,860 2,396,976
Fund Balances, July 1 18,165,978 1,726,451 19,892,429
Fund Balancesg, June 30 $ 17,287,094 S 5,502,311; $22,289,405
“

The accompanying notes are an integral part of

statements.
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SOUTHERN LEHIGH SCHOOL DISTRICT
RECONCILTIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES TQ THE STATEMENT OF ACTIVITIES
FOR THE YFAR ENDED JUNE 30, 2016

Net Change in Fund Balances - Governmental Funds 8 2,396,978

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

Governmental funds report capital outlays as

expenditures. However, in the statement of activities,

the cost of those assets is allocated over their

estimated useful lives and reported as depreciation

expense. Thig ig the amount by which capital outlays

of 514,070,990 was more than depreciation of

$(3,907,410) in the current year. 10,163,580 .

Some property taxes will not be collected for several
months after year end, they are not considered as
"available" revenues in the governmental funds.
Deferred revenues decreased by this amount during

the year: (244,581)

The proceeds of debt igsuances provide current financial

resources to govermnmental funds, but issuing debt

increases long-term liabilities in the statement of net

position. Issuance of bonds payable for the year were: (22,470,000)

The repayment of bonds payable is an expenditure in the

governmental funds, but the repayment -reduces long-term

liabilities in the statement of net position. Repayments

of bonds payable and leases for the year were: 12,363,505

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

District pension contributions 6,031,756
Cogt of pension benefits earned, net of employee
contributionsg (7,576,253}

Some expenses reported in the statement of activities

do not reguire the use of current financial resources

and are not reported as expenditures in governmental

funds. These include the mnet decrease in compensated

absences of $3,714 and the net increase of accrued

interest of $(165,578), and the net increase of other

postemployment benefits of ($661,533). . (823,397)

N
Change in Net Position of Governmental Activities $ (158,414)

W

The accompanying notes are an integral part of the financiel
statements, :

Y
o
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SOUTHERN LEHIGH SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALAN

CES

-~ BUDGET AND ACTUAL -

REVENUES :
Local sources
State sourcesg
Federal sources
Total revenues

EXPENDITURES:
Instruction
Support services
Noninstructional services
Capital outlay
Debt service
Refund of prior year revenues
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES):

Sale of fixed assets

Transfers out

Budgetary reserve

Total other financing sources (uses)

Net change in fund balances
FUND BALANCES, JULY 1

FUND BALANCES, JUNE 30

GENERAL FUND

$ 13,357,896

[=R=g=p=p-J-3-§ F § .

$ 13,357,896

$ 17,287,094

EEEREEEEEES

The accompanying notes are an integral part of the financial statements.

-18-

FOR _THE YEAR ENDED JUNE 30, 2016
Variance with
Final Budget
Budgeted Amountg Actual Positive
Original Final Amountsg {(Negative)
$ 45,706,270 § 45,706,270 $ 45,449,730 (256,540)
12,779,465 12,779,465 12,954,223 174,758
358,835 - 358,835 316,256 {42,579)
58,844,570 58,844,570 58,72q,209 (124,361)
32,916,173 32,916,173 32,424,510 491,663
19,844,904 19,844,904 18,891,004 953,900
1,246,671 1,246,671 1,329,584 (82,913)
0 0 0 0
6,080,032 6,080,032 6,331,465 (251,433)
0 [¢] 10 {(1.0)
60,087,780 60,087,780 58,976,573 1,111,207
(1,243,210) (1,243,210) {256,364) 986,846
0 0 77,480 77,480
{276,675) (276,675) (700,000) (423,325)
(397,936) (397,936) 0 397,936
(674,611) (674,611) (622,520) 52,091
(1,917,821) (1,917,821) {878,884) 1,038,937
15,275,717 15,275,717 18,165,978 2,890,261

$ 3,929,198

=== ]



SOUTHERN LEHIGH SCHOOL DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUND

JUNE 30, 2016

ASSETS AND DEFERRED

OUTFLOWS OF RESOQURCES

Current Asggets:

Cash and cash equivalents

Due from other funds
Intergovernmental receivables
Other receivables

Inventories

Total Current Assets

Noncurrent Asgets:
Furniture and equipment (net)

Total Assets

Deferred Outflows of Resources'

Total Assets and Deferred
Cutflows of Resources

LIABILITIES, DEFERRED INFLOWS
OF RESOQURCES AND NET POSITION
Current Ligbilitiesg:

Accounts payable

Accrued salaries and benefits
Payroll taxes payable
Unearned revenues

Total Current Liabilities

Noncurrent Liabilities:
Compensated absences

Total Liabilities
Deferred Inflows of Resources

NET POSITION

Invested in capital assets,
net of related debt
Unrestricted

Total Net Posgition

Total Liabilities, Deferred Inflows

of Resources and Net Position

The accompanying notes are an integral part of the financiﬁl : \ﬁ

gtatements.

Food
Service
Fund

$ 138,556
139,292
59,844
19,527

. 29,252

386,471

372,218

758,689

0

$ 758,689

$ 4,646
39,058
5,008
13,043

61,755

22,729

84,484

]

372,218
. 301,987

674,205

$ 758,689

SoEmESS====
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SOUTHERN_ LEHIGH SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2016

Food Service Fund
Operating Revenues

Food service revenue ’ 5 789,444

Total Operating Revenues 789,444
Operating Expenses .

Salaries : 542,475

Employee benefits 193,555

Purchased property services 20,198

Other purchased services 2,276

Supplies 449,883
Depreciation 33,688

Dues and fees 24,120

Total Operating Expenses 1,266,185
Operating (Lossg) (476,751)
Nonoperating Revenues S

Earnings on deposits 931

State sources 105,079

Federal sources _ ' 282,436

Total Nonoperating Revenue . 388,446
Income {(loss) before contributions

and transfers {(88,305)
Transfers in or out | 0
Change in Net Position (88,305)
Net Position, July 1 762,510
Net Position, June 30 § 674,205

A
K; |
The accompanying notes are an integral part of the finanéia1 - -
statements. E L
N SN
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SOUTHERN LEHIGH SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2016

Food Service Fund

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from ugersg $ 792,429
Cash payments to employees ‘ (545,898}
Cash paymentsg to suppliers : (501,597)
Cash payments £for other operating expenses (268,652)
Net Cash Used by Operating Activities (523,718)

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Grants and subsidies received for non-operating

activities:
State 103,169
Faederal 256,354
Operating transfers in 0
Net Cash Provided by Non-Capital Financing
Activities 362,523
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES ‘
Purchase of equipment (0)
Net Cash Used by Capital and Related Financing
Activities (0)
CASH FLOWS FROM INVESTING ACTIVITIES
Earnings on deposits 931
Net Cash Provided by Investing Activities 931
Net Decrease in Cash and Cash Equivalents (160,264)
Cash and Cash Equivalents, July 1 298,820
Cash and Cash Equivalents,. June 30 8 138,556
RECONCILIATION OF OPERATING INCOME TOQ NET
CASH USED BY OPERATING ACTIVITIES
Operating (Loss) $ (476,751)
Adjustments to reconcile operating (loss) to
net cash used by operating activities:
Depreciation | 33,688
(Increase) decrease in accounts receivable 2,985
(Increase) decrease in inventory (6,105)
Increase (decrease) in accounts payable (54,368)
Increase (decrease) in accrued salaries (24,474)
Increagse (decrease) in payroll taxes payable - (7,452)
Increase (decrease) in unearned revenue ‘ . 8,759
Total Adjustments ' (46 967)
Net Cash Used by Operating Activities $ (523 718):
Non-cash investing, capital, and financing E o
activities None

The accompanying notes are an integral part of the flnanc1a1

statements.
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ASSETS AND DEFERRED OUTFLOWS
OF RESQURCES

Assets

Cash and cash equivalents
Investments

Due from other funds

Total Assets
Deferred OCutflows of Resources

Total Assets and Deferred
Outflows of Resources

LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND NET POSITION
Liabilities:

Accounts payable

Payroll deductions and withholdings

Due to student organizations
Total Liabilities
Deferred Inflows of Resources

Net Position:
Restricted for legal purposes

Total Net Position

Total Liabilities and Deferred Inflows

0of Resources and Net Position

SOUTHERN LEHIGH SCHOOL DISTRICT

STATEMENT OF NET POSITION
FIDUCTARY FUNDS
JUNE 30, 2016

Private Post- Total
Purpose Employment Fiduciary
Trust Activity Agency Benefits Funds
5 69,946 $ 190,097 $ 13,013 $2,364,613 52,637,669

148,713 90,711 0o 0 239,424

0 0 0 0 0

218,659 280,808 13,013 2,364,613 2,877,083

0 0 0 0 0

$ 218,659 $ 280,808 $ 13,013 $2,364,613 52,877,093
$ 0 s 0 $ 13,013 $ 0 s 13,013
0 : 0 0 0 0

0 280,808 0 0 280,808

0 280,808 13,013 0 293,821

0 g 0 0 0

218,659 0 - 0 2,364,613 2,583,272
218,659 0 0 2,364,613 2,583,272

% 218,659 $ 280,808 $ 13,013 $2,364,613 $2,877,093

P
mmmoEEORs

=11

The accompanying notes are an integral part of the financial statements.

-22-

===

£ e e e e e e



SOUTHERN LEHIGH SCHOOL DISTRICT

STATEMENT OF CHANGES IN NET POSITION

FIDUCIARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2016

ADDITIONS TQO NET POSITION
Contributions
Other additions

Total additions to
net position

DEDUCTIONS FRCM NET POSITION
Schelarships awarded
Other deductions

Total deductions from
net position

Change in net position
Net Position, July 1

Net Posgition, June 30

The accompanying notes are an integral part of the financial statéﬁents.

Private Post- Total
Purpose Employment Fiduciary
Trust Benefits Funds
5 9,051 & 0 $ 9,051

748 3,207 3,955

9,799 3,207 13,006
8,500 0 8,500

0 0 4]

8,500 0 8,500
1,299 3,207 4,506
217,360 2,361,406 2,578,766

$ 218,659 $2,364,613 82,583,272
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SOUTHERN LEHIGH SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
- JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies

The accounting policies and accompanying financial
statements of Southern Lehigh School District (the District)
conform to generally accepted accounting principles as applicable
to governmental units. The District applies relevant Governmental
Accounting Standards Board (GASB) pronouncements. Proprietary
funds apply Financial Accounting Standards Board (FASE)
pronouncements, unless those pronouncements conflict with or
contradict GASB pronouncements, in which case, GASB prevails.

Principles Determining Scope of Reporting Entity

The Board of School Directors, a nine member group, has
governance responsibilities over all activities related to public
elementary and secondary school education within the jurisdiction
of Southern Lehigh School District, in accordance with an act
established by the Commonwealth legislature. The Board receives
funding from local, state and federal government sources and must
comply with the concomitant requirements of these funding source.
entities.

In evaluating how to define the District, for financial
reporting purposes, management has considered all potential

component units. The decision to include a potential component
unit in the financial reporting entity was made by applying the
criteria set forth by GASE Statement 61. The criteria for -

including a potential component, unit within the financial
reporting entity is the significance of the potential component
unit’s operational or financial relationship with the District.
Based upon the application of these criteria, there are no .
component units to be included in the financial reporting entity
of the District.

Government-wide and Fund Financial Statements

The government-wide financial statements include the
statement of net assets and the statement of activities which
report information on all of the nonfiduciary activities of the
District. For the most part, the effect of interfund activity
has been removed from these statements. Governmental activities,
which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for
support.

~
’

The statement of activities demonstrates the degree to which
the direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are ¢learly
identifiable with a specific function or segment. Priogram
revenues include 1) charges to customers or applicants’ who -
purchase, use, or directly benefit from goods, services, or"
privileges provided by a given function or segment and 2) grants

_ \

-24-




SOUTHERN LEHIGH SCHOOL DISTRICT
NOTES TO THE FINANCTIAL STATEMENTS (Continued)

JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies (Continued)

Government-wide and Fund Financial Statements (Continued)

and contributions that are restricted to meeting the operational
or capital requirements of a particular function or segment,
Taxes and other items nor properly included among program
revenues are reported instead as general revenues.

Separate financial statements are provided .for governmental
funds, proprietary funds, and fiduciary funds, even though the
latter are excluded from the government-wide financial
statements. Major dindividual governmental funds and majoxr
individual enterprise funds are reported as separate columns in
the fund financial statements.

Measurement Focus, Basgis of Accounting, and Financial Statement
Presentation

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

Governmental fund financial statements are reported using
the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as ’
soon as they are both measurable and available. Revenuesg are
considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilitieg of
the current period. For this purpose, the District considers
revenues to be available if they are collected within sixty days
of the end of the current fiscal year. Expenditures generally
are recorded when a liability is incurred, as under accrual
accounting. However,, debt services expenditures, as well as
expenditures related to compensated absences and claims and
judgments, are recorded only when payment ig due.

Property taxes, intergovernmental revenues, and interest
associated with the current fiscal period are all considered to
be susceptible to accrual and have been recognized as revenues of
the current fiscal year. All other revenue items are considered
to be measurable and available only when cagh is received by the
District. N

The District reports the following major governmental fﬂgdsiﬁ“

The General Fund is the general operating fund of Eye
District. Substantially all tax revenues, Federal and State aid

~-25-




SOUTHERN LEHIGH SCHOOQOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies (Continued)

Measurement Focug, Basis of Accounting, and Financial Statement

Presentation (Continued)

(except aid restricted for use in the Special Revenue Fund) and
other operating revenues are accounted for in the General Fund.
This fund also accounts for expenditures and transfers as
appropriated in the budget which provides for the District’s
day-to-day operations.

The Capital Projects Fund accounts for resources used to
construct or acquire fixed assets and capital improvements.
Resources of the capital projects fund are derived principally
from budget transfers, long-term debt proceeds, and investment
earnings.

The District reports the following major proprietary fund:

The Food Service Fund is the District’s proprietary fund
established to account for all revenues, food purchases, costs,
and expenses for the food service.

The proprietary fund distinguishes operating revenues and
expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing
and delivering goods. The principal operating revenue of the
District is the sale of food to sgtudents and other related
organizations. Operating expenses , include the cost of sales and
services, administrative expenses, and depreciation on capital
agsets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.

The District also reports the following fund types:

The private purpose truszt isz used to account for resources
legally held in trust to award scholarships to students, and to
pay employee benefits for unemployment compensation and vision
expenditures. All resources of the fund, including earnings on
investments, may be used to support the fund’s activities. There
is no requirement that any portion of these resources must be
preserved as capital. -

The agency and activity funds are established to administer
resources received and held by the District in a fiduciary
capacity for others. Use of these funds facilitates the discharge
of responsibilities placed upon the Disgtriect by virtue of law or
other authority. These funds are established to account for the
resources of student groups and payroll taxes which is custodlal
‘in nature (assets equal liabilities) and does not 1pvolve
measurement or results of operations.

.‘.k‘

for resources reserved for the payment of benefits related to
GASB 45. . . \

"
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SQUTHERN LEHIGH SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies (Continued)

Budgets and Budgetary Accounting

The District follows these prooedureslin establishing the
budgetary data reflected in the financial statements:

1) In accordance with State law and District procedures, prior to
May 31, the District Superintendent and Business Manager submit
to the Board of School Directors, with whom the legal level of
budgetary control resides, a proposed budget for the fiscal year
beginning the following July 1. The budget includes proposed
expenditures and the means of flnanC1ng them for the upcoming
vear. The only legally adopted budget is for the General Fund.

2) Public hearings are conducted to obtain taxpayer comment
concerning the proposed budget.

3) Prior to June 30, the budget is legally enacted through
passage of a resolution. Expenditures for the budget may not
legally exceed appropriations and prior year fund balance
regerves. This is done as a level of budgetary control.

4) Each month the administration prepares a detailed budget
report. The report c¢ites the past month and year-to-date

activity, as well as encumbrances and unencumbered balances by

account.
5) All modifications, transfers and amendments must be approved
by the Board of School Directors.

6) Formal budgetary integration is employed as a management '

control device during the year for the General Fund.

-7) The budget for the General Fund is adopted substantially on
the modified accrual basis of accounting, which is consistent
with generally accepted accounting principles.

Encumbrance accounting, under which purchase orders,
contracts, and other commitments for the expenditure of resources
are recorded to reserve that portion of the applicable
appropriation, is employed in governmental funds. Encumbrances
outgtanding at year end are reported as reservations of fund
balances and do not constitute expenditures or liabilities
because the commitments will be reappropriated and honored during
the subsequent vyear. _ “

Statement of Cash Flows 7\
~

For purposges of the statement of cash flows, the proprietary.
fund type considers all highly liquid investments with a maturltyf

of three months or less when purchased to be cash equivalents:
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SOUTHERN LEHIGH SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (Continued)
' JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies (Continued)

Cagh and Investments

Statutes allow the District to invest in obligations of the
U.5. Treasury and U.S. Agencies, savings accounts or time
depcgits of institutions insured by FDIC and deposits in excess
of insured amounts if collateralized by the depository.

Prepaid Expenges

Certain payments to vendors reflect costs applicable to
future accounting periods and are recorded as prepaid items in
both the government-wide and fund financial statements.

Property Taxes Receivable

The property tax calendar for the fiscal year is as follows:

July 1 - Levy Date

July 1 to August 31 - 2% Discount Period

September 1 to October 31 Face Payment Period
November 1 to December 31 10% Penalty Period

January 1 - Lien Date

The tax rate for the year ended June 30, 2016 was &15.62 per
$1,000 on a taxable valuation of $2,485,026,110.

Inventory -

Inventory in the General Fund consigts of expendable
supplies held for consumption. The cost is recorded as an .
expenditure at the time the individual inventory items are '
purchased. Inventory of the Food Service Fund is wvalued at the
lower of cost or market. Inventories are gimilarly reported in
government-wide and fund financial statements.

Capital Assetg, Depreciation and Amortization

Capital assets, which include property, plant, equipment,
and infrastructure assets are reported in the applicable
governmental or business-type activities columng in the
government-wide financial statements. Capital assets are defined
by the District as asgets with an initial cost of more than
$1,000 and an estimated useful life in excess of two years. Such
assets are recorded at historical cost qQr estimated historical
cost. Donated capital assets are recorded at tHe estimated fair
value at the date of donation. The costs of normal maintenance
and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized. Major outlays
for capital assets and improvements are capitalized as projects -
are comnstructed. When capital assets are disposed, the cost, and ~
applicable accumulated depreciation are removed from the"
respective accounts, and the resulting gain or loss is recoxded
in the financial statements. : N
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SOUTHERN LEHIGH SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies (Continued)

Capital Asgets, Depreciation and Amortization (Continued)

Property, plant, and equipment is depreciated using the
straight line method over the following estimated useful lives:

Assets Years
Buildings 50
Building improvements . 20
Vehicles ’ 8
Furniture, machinery and equipment 10 - 20
Computers 5

Compengated Absences

Sick leave is recorded as an expenditure in the year paid.
Upon retirement, the District compensates employees for unused
accumulated sick leave at the rate of $10.00 to $43.00 per day
dependent upon their job classification, provided that the
employee has completed 15 years of service within the District
and has met the reguirements of retirement with the Public School
Employees’ Retirement System. Administrators must have completed
10 years of service within the District.

District employees who are required to work a twelve-month
schedule are credited with vacation rates which vary with length
of service and job classification.

Long-term Obligations

In the govermment-wide and proprietary financial statements,
outstanding debt is reported as liabilities. Bond premiums and
discounts, as well as issuance cosgts, are deferred and amortized
over the life of the bonds using a method that approximates the
effective interest method.

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

Fund Eguity .

In the fund financial statements, governmeﬁtal funds report
regservations of fund balance for amounts that are not available
for appropriation or are legally restricted by outside parties
for use for a specific purpose. Designations of fund balance.

repregsent tentative management plans that are subject to chaﬂge. b“
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies (Continued)

Use of Estimates

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

Transfers

Legally authorized payments or authorizations to make
payments from a fund receiving revenue to a fund through which
the resources are to be expended are reported as operating
transfers.

NOTE 2 Deposits and Investments

The District’s current investment policy is to place as much
of the available funds into interest bearing accounts as
feasible. Current cash requirements are kept in bank demand
deposits. The District does not pool cash of the various funds.

Deposits

The District requires all deposits and investments to be
covered by federal depository, insurance or to be fully
collateralized by the financial institution issuing the
investment or acquiring the deposit. Deposits that are not fully
insured by the Federal Deposit Insurance Corporation are

collateralized using the pooled asset method to 100% of value as

required by Pennsylvania law. The securities pledged as
collateral are held by the trust department of a financial
institution or by its agents in the financial institution’s name.

The District’s deposits are categorized to give an
indication of the level of risk assumed by the District. The
categories are described as follows:

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

Category 2 - Collateralized with securities held by the
pledging financial ingtitution’s trust department or agent in the
District’s name.

Category 3 - Uncollateralized. ~

‘\

As of June 30, 2016, the carrying amount of the Dlstr;ct’

deposgits is %22, 038 201 and the bank balance is $23,584,473, OFf

the bank balance, $l 266,419 is covered by federal dep051tory
corporation insurance. "

A
u
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SOUTHERN LEHIGH SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 2 Deposits and Investments {(Continued)

Deposits (Continued)

Deposits, categorized by level of riskﬁ‘are:

Categories Bank Carrying
1 2 3 Balance Amount

Cash $1,266,419 § 0 $22,318,054 $23,584,473 $22,038,201
Uncategorized
Pennsylvania Invest 28 N 28
Pennsylvania School Digtrict

Liquid Asset Fund 617,841 677,685
Pennsylvania Local Government

Investment Trust 471,318 459,480

$24,673,660 $23,175,394

eSO EmE —EEDSEEDEER

The Disgtrict deposits cash in the Pennsylvania School
District Liquid Asset Fund (PSDLAF), the Pennsylvania Local
Government Investment Trust (PLGIT), and Pennsylvania Invest,
which are governmental cash management pools. The purpose of the
pools are to allow governmental units to maximize investment
potential through cash pooling while providing -gecurity and
ligquidity. The investments of the pools are held in safekeeping
by the investment custodians. Although the PSDLAF, PLGIT and
Penngylvania Invest portfolios contain investments that are
individually insured and guaranteed, the deposits are not
categorized as to credit risk, as required by Governmental |
Accounting Standards Board Statement No. 3.

Investments

Authorized types of investments for the District funds are
as follows:

a) Unlted States Treasury Bills and Notes.

b) Short-term obligations of the United States, 1ts agencies or
instrumentalities.

¢) Deposits in savings accounts or time deposits insured by the
Federal Deposit Insurance Corporation or similar insurance
and provided that approved collateral for public deposits is
pledged by the depository for excess amounts over the
insured maximum. v :

d) Obligations of the United States and the Commonwealth of
Pennsylvania or any of their agencies or ingtrumeritalities
backed by the full faith and credit of the United States,
Commonwealth of Pennsylvania or political subdivisions.,

e) Shares of an investment company provided that the- only
investments of the company are in the investments llsted in-
a) through d) above.

a'/"
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SOUTHERN LEHIGH SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 2 Deposits and Investments (Continued)

Investments (Continued

Investments made by the District are summarized below. The
investments that are represented by specific identifiable
investment securities are classified as to credit risk by the
three categories described below:

Category 1 - Insured or registered, or sgecurities held by
the District or its agent in the District’s name.

Category 2 - Uninsured and unregistered, with securities
held by the counterparty’s trust department or agent in the
District’=s name.

Category 3 - Uninsured and unregistered, with securities
held by the counterparty, or by its trust department or agent,
but not in the District’s name.

Investments, categorized by level of risk, are:

Categories Fair Carrying
1 2 3 Value Amount

U.S. Government

Securities s 0 30 g 0 s 0 8 0
Gov't money

market fund 0 0 -, 0 0 Q
Certificates

of deposit 0 0 6,567,075 6,567,075 6,567,075

$ 6,567,075 & 6,567,075 °

NOTE 3 Taxes Receivable and Deferred Inflows

Property taxes are collected and remitted to the District by
three local tax collectors. Earned income taxes are collected and
remitted to the District by Berkheimer Associates.

In the govermmental fund financial statements, property
taxes receivable are recorded in the General Fund after the taxes
are levied. At June 30, 2016, the receivables represent
delinquent property taxes, as well as current earned income taxes
and interim real estate taxes. Delingquent property taxes not
paid within sixty days of June 30 are recorded as deferred
inflows. . . ~

N

In the government-wide financial statements, ‘. taxes
receivable and related revenue include all amounts due to the .
District regardless of when cash is received. Over t;me,\f
substantially all property taxes are collected. o )
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 4 Interfund Receivable and Payable Balances

The District had interfund receivable and payable balances in
the following amounts at June 30, 2016:

, Receivable Payable

General Fund . 8 .0 $ 139,282
Food Sexrvice Fund _ 138,292 0
Total § 139,292 $ 139,282

e e e et e ——
RS B

The general fund owez the food service fund for state subsidies
received for food service lunches, retirement and social security
benefits that have not been transferred by the general fund for the
last year. The amount is expected to be paid within one yedr.

NOTE 5 Intergovernmental Receivables and Unearned Revenue

Intergovernmental receivables are comprised of amounts due from
the state and federal governments for grants and subsidies. Revenue
is recorded as earned when eligibility requirements are satisfied.
The receivable balance consists of the following at June 30, 2016:

General Food Service
_ Fund Fund
Federal grant revenues § 122,747 $ 54,783
State subsidy revenues 2,143,473 5,061
Total - £2,266,220 $ 59,844

Grant revenues unearned in the financial statements represent
inventory of the Food Service Fund from donated commodities received
from the federal govermment.

NOTE 6 Capital Assets

Capital asset activity for the year ended June 30, 2016, was as
follows: Balance Balance
07/01/15 Increases Decreases 06/30/16
Governmental activities:
Capital assets, not
being depreciated:

Land 8 1,563,415 3§ 03 0% 1,563,415
Construction in

progress 1,263,377 13,831,638 0 15,085,016
Total capital assets

not depreciated 2,826,792 13,831,639 0 16,658,431

Capital assets,
being depreciated:

Site improvements 790,167 o - 0 \??0,167
Buildings and " L
improvements 106,432,593 83,066 0 106,515{65%“

Furniture and

equipment 8,804,786 156,285 (91,785) 8,869,286 -

Total capital assets _
being depreciated 116,027,546 ~..239,351 (91,785)_ 116,175,112
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 6 Capital Assets (Continued)

Capital asset activity for the year ended June 30, 2016, was as
follows: .
Balance , Balance
. 07/01/15 Increages Decreasges 06/30/16
Governmental activities:
Less accumulated
depreciation for:

Site improvements (387,353) (28,578) .0 (415,931)
Buildings and

improvements (47,058,509) (3,268,919) 0 (50,327,428}
Furniture and ' .

equipment (6,880,282) (609,913) 91,785 (7,398,410)
Total accumulated

depreciation = (54,326,144) _(3,907,410) 91,785 _(58,141,769)

Total capital
assets, being

depreciated, net 61,701,402 {3,668,059) 0 58,033,343
Governmental
activities capital
assets, net $64,528,194 $10,163,580 $ 0 & 74,691,774
Balance Balance

07/01/15 Increasas Decreagesg 06/30/16
Businegs-type activities:
Capital assets,
being depreciated:
Furniture and

equipment $ 998,466 § 0 ¢ 0 ¢ 998,466
Less accumulated ‘

depreciation (592,560) (33,688) 0 (626,2438)
Business-type

activities capital

asgets, net. 8 405,906 8§ (33,688)8 0 8 372,218

Depreciation expense was charged to functions as follows:

Governmental Activities Business-type Activities
Instruction 43,540,016 Food gervice , % 133,688
Instructional of B

support 362,243, - . R
Noninstruction 5,151 RN 3
hY
. _
Total $3,907,410 s 33,588:

e e et Bttt ey
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 7 Long-Term Debt

The District issues general obligation bonds to provide
funds for the acquisition and construction of major capital
facilities. General obligation bonds have been issued for
governmental activities only.

The following is a summary of long-term debt transactions
for the year ended June 30, 2016:

Balance Balance
7/1/15 Additions  Reductions 6/30/16

General obligation
bonds and notes-

Series of 200%A § 8,250,000 & 0 ¢ 8,250,000 3 0
Series of 2010 10,435,000 0 245,000 10,190,000
Series of 2011 9,940,000 0 20,000 9,920,000
Series of 2012 4,410,000 0 1,315,000 3,095,000
Series of 2013A 18,150,000 0 1,160,000 16,920,000
Series of 2013aa 9,625,000 0 15,000 8,610,000
Series of 2014 3,509,400 0 1,107,000 2,402,400
Series of 2015 ¢ 15,330,000 0 15,330,000
Series of 2015Aa 0 7,140,000 -0 7,140,000
Lease payable 1,860,446 0 251,505 1,608,941

Total general
long-term debt $66,179,846 $22,470,000 $12,363,505 876,286,341

The following is a summary of the details of outstanding
debt as of June 30, 2016:

General Obligation Bonds Series of 2009A: date of issue was
October 15, 2009; registered bonds; original amount was
$8,465,000; yield to maturity varies from 2.00% to 3.50%. These
bonds were paid off in 2015 from the proceeds of the 2015A isgsue.

General Obligation Bonds Series of 2010: date of issue was y,
August 23, 2010; registered bonds; original amount was
$10,695,000; yleld to maturity wvaries from 2.00% to 3.00%;
maturity date is September 1, 2023,

General Obligation Bonds Series of 2011: date of issue was
November 7, 2011; registered bonds, original amount was
$9,995,000; yleld to maturity varies from 2.00% to 3.125%;
‘maturity date is July 1, 2025.

~
‘-

General Obligation Bonds Series of 2012: date of issue wasg
May 7, 2012; reglstered bonds; original amount was $6,960, 000;
yield to maturity wvaries from 2.00% to 4.00%; maturity date 13
September 1, 2017. L L

_ Ny

General Obligation Bonds Series of 2013A: date of 1ssue was "
March 12, 2013; registered bonds; original amount was X \ﬂ
$19,400,000; yield to maturity varies from 2.00% to 4. 00@, ¥
maturity date is September 1, 2027.
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NOTE 7 Long-Term Debt (Continued)

General Obligation Bonds Series of 2013AA: date of issue was
March 12, 2013; registered bonds; original amount was $9,665,000;
yield to maturity varies from 0.30% to 4.00%; maturity date is
September 1, 2027.

General Obligation Note Series of 2014: date of issue was
April 24, 2014; orlglnal amount was $4,646,400; yield to maturity
is .85%; maturity date is September 1, 2017.

General Obligation Note Series of 2015: date of issue was
September 16, 2015; original amount was $15,330,400; yield to
maturity varies from .54% to 3.20%; maturity date is September 1,
2030.

General Obligation Note Series of 2015A: date of iszsue was
September 16, 2015; original amount was &7,140,000; yield to
maturity varies from .54% to 2.30%; maturity date is September 1,
2023,

Lease payable: date of issue was November 23, 2005; original
- amount was $3,549,805; interest rate to maturity is 3.865%;
maturity date is November 21, 2021.

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

Years Ending

June 30, Principal Interest Total
2017 $ 4,603,712 $ 2,306,514 % 6,910,226
2018 4,731,898 2,182,305 6,914,203
2019 4,832,889 2,029,268 6,862,157
2020 5,017,909 1,853,105 6,871,014
2021 5,213,584 1,667,220 6,880,804
2022 5,201,349 1,486,685 6,688,034
2023 5,225,000 1,319,616 6,544,616
2024 5,405,000 1,143,037 6,546,037
2025 5,555,000 969,588 6,524,588
2026 5,670,000 810,978 6,480,978
2027 5,695,000 653,656 6,348,656
2028 5,740,000 490,331 6,230,331
2029 5,660,000 319,331 5,979,331
2030 5,830,000 146,981 5,976,981
2031 1,905,000 29,766 1,934,766

$76,286,341 317,406, 381’ $ 93,692,722
~
NOTE 8 Pension Plan ' h

AN

For purposes of measuring the net pension 11ab111ty,ﬁ‘
deferred outflows of resources and deferred inflows of resources“
related to pensions, and pension expense, information about qg
fiduciary net position of the Public School Employees’ Retiremeht
System (PSERS) and additions to and deductions from PSERS’s
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NOTE 8 Pension Plan (Continued)

fiduciary net position have been determined on the same basis as
they are reported by PSERS. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms., Investments
are reported at fair wvalue. T

General Information about the Pensgion Plan

Plan Description

PSERS 1s a governmental cost-sharing multi-employer defined
benefit pension plan that provides retirement benefits to public
school employees of the Commonwealth of Pennsylvania. The members
eligible to participate in the System include all full-time
public school employees, part-time hourly public school employees
who render at least 500 hours of service in the school year, and
part-time per diem public school employees who render at least 80
days of service in the school year of the reporting entities in
Pennsylvania. PSERS issues a publicly available financial report
that can be obtained at www.psers.state.pa.us.

Benefitg Provided

PSER provides retirement, disability and death benefits.
Members are eligible for monthly retirement benefits upon
reaching (a) age 62 with at least 1 year of credited service; (b)
age 60 with 30 or more years of eredited service; or (e¢) 35 or
more years of service regardless of age. Act 120 of 2010 (Act
120) preserves the benefits of existing members and introduced
benefit reductions for individuals who become new members on or ,
after July 1, 2011, Act 120 created two new membership classes,
Membership Class T-E (Class T-E) and Membership Class T-F (Class
T-F). To qualify for mormal retirement, Class T-E and Class T-F
members must work until age 65 with a minimum of 3 years of
service or attain a total combination of age and service that is
equal to or greater than 92 with a minimum of 35 years of
service. Benefits are generally equal to 2% or 2.5%, depending
upon membership class, of the member’s final average salary (as
defined in the Code), multiplied by the number of years of
credited service. For members whose membership started prior to
July 1, 2011, after completion of five years of service, a
member’s right to the defined benefits ig vested and early
retirement benefits may be elected. For Class T-E and Class T-F
members, the right to benefits is vested after ten years of
service, a v

Participants are eligible for disability retirement kenefits

after completion of five years of credited service. Such bénefits

are generally equal to 2% or 2.5% depending upon membership "¢class '

of the member’s final average salary (as defined in the Codeh
multiplied by the number of years of credited service, but not™ N\,
less than one-third of such salary nor greater than the benefit i\‘\ﬁ
the member would have had at normal retirement age. Members over '
normal retirement age may apply for disability benefits. ' N
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NOTE 8 Pension Plan (Continued)

Death benefits are payable upon the death of an active
member who has reached age 62 with at least one year of credited
service (age 65 with at least three years of credited service for
Class T-E and Class T-F members) or who has at least five years
of credited service' (ten years for Class T-E and Class T-F
membexrs) . Such benefits are actuarially equivalent to the benefit
that would have been effective if the member had retired on the
day before death.

Contributions - Members

Active members who joined the System prior to 'July 22,
1983, contribute at 5.25% (Membership Class T-C) or at 6.50%
(Membership Class T-D) of the member’s qualifying compensation.

Members who joined the System on or after July 22, 1983, and
who were active or inactive as of July 1, 2001, contribute at
6.25% (Membership Class T-C) or at 7.50% (Membership Class T-D)
of the member’s qualifying compensation.

Members who joimed the System after Jume 30, 2001 and before
July 1, 2011, contribute at 7.5% (automatic Membership Class
T-D) . For all new hires and for members who elected Clags T-D
membership, the higher centribution rates began with serv1ce
rendered on or after January 1, 2002.

Members who joined the System after June 30, 2011,
automatically contribute at the Membership Class T-E rate of 7.5%
(base rate) of the member’s qualifying compensation. All new
hires after June 30, 2011, who elect Claszs T-F membership,

contribute at 10.3% (base rate) of the member’s qualifying2

compensation. Membership Class T-E and T-F are affected by a
"shared risk" provision in Aect 120 of 2010 that in future fiscal
years could cause the Membership Class T-E contribution rate to
fluctuate between 7.5% and 9.5% and Membership Clags T-F
contribution rate to fluctuate between 10,.3% and 12.3%.

Contributions - FEmplovyers

The school district’s contractually required contribution
rate for fiscal year ended June 30, 2016 wasz 25.00% of covered
payroll, actuarially determined as an amount that, combined with
employee contributions, is expected to finance the costs of
benefits earned by employees during the year, with an additional
amount to finance any unfunded accrued llablllty Contributions
to the pension plan from the Distriet were $6,031,756 for- the
year ended June 30, 2016. AN

\.

Pension Liabilities, Pension Expense, and Deferred OQutflows of '
Regources and Deferred Inflows of Resources Related to Pen51ons ‘@f

At June 30, 2016, the District reported a llablllty of'.

$80,047,000 for its proportionate share of net pension llablllty
The net pension liability was measured as of June 30, 2015, and

-38-




SOUTHERN LEHIGH SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 8 Pension Plan (Continued)

the total pension liability used to calculate the net pension
11ab111ty was determined by rolling forward the System’s total
pengion liability as of June 30, 2014 to June 30, 2015. The
District’s proportion of the net pension llablllty was calculated
utilizing the employer’s one-year reported covered payroll as it
relates to the total one-year reported covered payroll. At dJune
30, 2015, the District’s proportion was .1848 percent, which was
an increase of .0024 percent from its proportion measured as of
June 30, 2014.

For the year ended June 30, 2016, the District recognized
pension expense of $7,576,253. At June 30, 2016, the District
reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
. Resources Resources
Net difference between expected
and actual experience 3 0 -8 330,000
Net difference between projected and
actual investment earnings 0 162,000
Changes in proportions 2,166,000 . 0
Contributions subsequent to the .
measurement date 6,031,756 0
Total ~, $ 8,197,756 $ 492,000

$ 6,031,756 reported as deferred outflows of resources

related to pensions resulting from District contributions’

subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the year ended June 30,
2016. Other amounts reported ag deferred outflows of resources
and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Year ending June 30:

, 2016 $ 183,000
| 2017 183,000
2018 183,000
2019 1,125,000

Actuarial Assumptions

~

The total pension 1liability as of June 30, . 2015 .was
determined by rolling forward the System’s total ension
llablllty as of the June 30, 2014 actuarial valuation to ne 30,
2015 using the follow1ng actuarial agsumptions, applied Eo all
periocds included in the measurement:

* Actuarial cost method - Entry Age Normal - level % of ﬁ%y
* Investment return - 7.50%, includeg inflation at 3.00% 3\
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*¥* Salary increases - Effective average of 5.50%, which
reflects an allowance for inflation of 3.00%, real wage
growth of 1.00%, and merit or seniority increases of 1.50%

* Mortality rates were based on the RP-2000 Combined Healthy
Annuitant Tables (male and female) with age set back 3
years for both males and females. For disabled annuitants
the RP-2000 Combined Disabled Tables (male and female)
with age set back 7 years for males and 3 .years for
females. :

The actuarial assumptions used in the dJune 30, 2014
valuation were based on the experience study that was performed
for the five-year period ending June 30, 2010. The recommended
agsumption changes based on this experience study were adopted by
the Board at its March 11, 2011 Board meeting, and were effective
beginning with the June 30, 2011 actuarial valuation.

The long-term expected rate of return on pension plan
investments was determined using a building-block method in which
best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and
inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target
asset allocation percentage and by adding expected inflation.

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

Target Expected Real
Asset Class Allocation Rate of Return
Public markets global equity 22.,5% 4.8%
Private markets (equity) 15.0% 6.6%
Private real estate 12.0% 4.5%
Global fixed income ' 7.5% 2.4%
U.3. long treasuries 3.0% 1.4%
TIPS 12.0% 1.1%
High yield bonds 6.0% 3.3%
Cash 3.0% 0.7%
Absolute return 10.0% . 4.9%
Risk parity 10.0% L 3.7%
MLPs/Infrastructure 5.0% 5.2%
Commodities 8.0% 3.1%
Financing (LIBOR) -14.0% 1.1%.
100.0% "\ -

______ . IS

== 1]

The chart above was the Board’s adopted asset allocation
policy and best estimates of geometric real rates of return for
each major class as of June 30, 2015.
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Digcount Rate

The digcount rate used to measure the total pension
liability was 7.50%. The projection of cash flows used to
determine the discount rate assumed that contributions £from plan
members will be made at the current contribution rate and
contributions £rom employers will be made at contractually
required rates, actuarially determined. Baged on those
assumptions, the pension plan’s fiduciary net position was
projected to be available to make all projee¢ted future benefit
prayments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied
to all periods of projected benefit payments to determine the
total pension liability.

Sengitivity of the Digtrict’s Proportionate Share of the Net
Pension Liability to Changes in the Discount Rate

The following presents the net pension liability, calculated
using the discount rate of 7.50%, as well as what the net pension
liability would be if it were calculated using a discount rate
that is l-percentage point lower (6.50%) or l-percentage point
higher (8.50%) than the current rate: :

Current

1%, Disecount 1%
Decrease Rate Increase
6.50% 7.50% 8.50%
District’s proportionate
share of the net pension : :
liability $98,665,000 580,047,000 $64,398,000

Pension Plan Fiduciary Net Posgition

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

NOTE 9 Litigation

Various tax appeals have been brought against the District.
Defenses are being conducted by counsel for the District or the
insurance carrier, and losses, if any, are not anticipated to
have a significant effect on the District’s findncial statements,
NOTE 10 Contingencies ' \\\

The District participates in a number of state and fedé?allg“
assisted grant programs. These programs are subject to program-
compliance audits by the grantors or their representatives. The
audits of these programs including the year ended June 30,_20?6,
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have not yet been conducted. Accordingly, the District’s
compliance with applicable grant requirements will be established
at some future date. The amount, if any, of expenditures which

may be disallowed by the granting agencies cannot be determined
at this time although the District expects such amounts, if any,
to be immaterial.

NOTIE 11 Risk Management

Significant losses are covered by commercial insurance for
all major programs. There has been no significant reductiomn in
insurance coverages. Settlement amounts have not exceeded
insurance coverages for the current year or the three prior
years.

NOTE 12 Joint Ventures

The District is a participating member of the Lehigh Career
and Technical Institute (the Institute). The Institute is
governed by a joint board consisting of school directors from
each member district. The board of directors from each member
district must approve the Ingtitute’s annual operating budget.
Each member district particecipates in the operating, capital, debt
gservice and other costs of the Institute based on the number of
students attending the Institute from each district. For the
year ended June 30, 2016, the District’s share was %1,059,233.
The Institute issues separate financial statements which are
available to the public.

The District also participates with the Lehigh Carbon’
Community College (the College) and the Carbon Lehigh
Intermediate Unit (the Unit). The District’s involvement is
limited to District member representatives serving on committees
of the Boards of the College and the Unit as well as approving
their annual budgets. The District shares in the operating,
capital. and other costs of the College and Unit, which amounted
to $329,224 and $286,936, respectively, for the year ended June
30, 2016. The College and the Unit issue separate financial
statements which are available to the public.

NOTE 13 Postemployment Benefits Other Than Pensions

In addition to the pension benefits described in Note 8, the
Digtrict provides certain post- -retirement healtlicare” beneflts to
its retirees who meet ellglblllty requlrements based upon whether
they are entitled to receive a pension allowance or a d1§ab111ty
allowance through PSERS. Post-retirement benefits cons;st of
medical, prescription drug, dental and life insurance.

\\‘ -

The District’s contribution is based on projected pay aé“yoﬁv
go financing requirements. As of June 30, 2016, the District has'
made accumulated contributions and investment earnings of

$2,364,613 to fund these benefits.
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SOUTHERN LEHIGH SCﬂOOL DISTRICT

NOTES TO _THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 13 Postemployment Benefits Other Than Pensions (Continued)

Retirees rece1v1ng benefits are required to pay a certain portion
of the premiums based upon their group classgification.

The District’s annual OPEB cost for the plan is calculated
bagsed upon the annual required contribution (ARC), an amount
actuarially determined in accordance with the parameters of GASB
Statement No. 45. The ARC represents a level of funding that, if
paid on an ongoing basis, is projected to cover normal cost each
year and to amortize any unfunded actuarial liabilities (or
funding excess) over a period not to exceed sixteen years.

Actuarial valuations of an ongoing plan involve estimates of
reported amounts and assumptions about the probability of
oceurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the
healthcare cost trend amounts determined regarding the funded
gtatus of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are
compared with past expectations and new estimates are made about
the future, The schedule of funding progress, presented as
required supplementary information following the notes. to the
financial statements, presents multiyear trend information about
whether the actuarial value of plan asgets is increasing or
decreasing over time relative to the actuarial accrued
liabilities for benefits. .,

Projections of benefits for finmancial reporting purposes are
based on the substantive plan (the plan as understood by the

employer and the plan members) and include the types of benefits’

provided at the time of each valuation and the historical pattern
of sharing of benefit costs between the employer and plan members
to that point. The actuarial methods and assumptions used include
technigques that are designed to reduce the effects of short-term
velatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the
calculations.

The following table shows the components of the District’s
annual OPEB cost for the year, the amount of estimated
contributions to the plan, and changes in the District’s
estimated net OPEB obligations, as well as assumptions used to
calculate the estimated net OPEB obligation:

Annual required contribution (ARC) ‘ $ 1 376,994

Estimated interest on net OPEB obllgatlon 220,960
Estimated adjustment to ARC (505»103)
Annual OPEB cost 1,090, &51
Contributions made (estimated) (429,318) .\ *
Estimated increase in net OPEB obligation 661, 533
Estimated net OPEB obligation beginning of year 4,910,224
Estimated net OPEB obligation end of year $ 5,571,757 A
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SQUTHERN LEHIGE SCHOOQOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (Continued)
' JUNE 30, 2016

NOTE 13 Postemployment Benefits Other Than Pensions (Continued)

Methods and assumptions are as follows:

Actuarial wvaluation date . June 30, 2015
Actuarial cost method ' Entry Age Normal
Amortization method ‘ Level Dollar
Agsset valuation method N/A

Remaining amortization period 13 Years

Actuarial assumptions:

Investment rate of return 4.5%
Projected salary increases 3.5%
Health care inflation rate 6.0% in 2015, and

5.5% in 2016 through 2020

Mortality Separate rates are assumed
preretirement and postretirement
using the rates assumed in the
PSERS defined benefit pension
plan actuarial valuation

Three Year Trend Information

Egtimated Estimated

annual Percentage Net

Year QOPEB ~~, of ACC OPEB
Ending Copt (AOQQ) Contributed Obligation
06/30/16 $1,090,851 39% 45,571,757
06/30/15 $ 998,570 ' 45% $4,910,224
06/30/14 £1,034,276 41% $4,367,455

NOTE 14 Subsequent Events

Subsequent events have been evaluated through January 16,
2017, which is the date the financial statements were available
to be issued.

NOTE 15 Deficit Fund Equity, Expenditures and Appropriations

No funds of the District have a deficit net position at June
30, 2016. Additionally, for the year ended June 30, 2016, no
funds had an excess of expenditures over appropriations,

5
‘

NOTE 16 Fund Balance Reporting "
The Governmental Accounting Standards Board (GAEB) has
issued Statement No. 54, Fund Balance Reporting and Governmgnta¥~;
Fund Type Definitions (GASB 54). This Statement defines’ the, -
different types of fund balances that a governmental entity ﬁysté‘ "\
use for financial reporting purposes. ‘\ N \ME
oy

W
i
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SOUTHERN LEHIGH SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 16 Fund Balance Reporting (Continued)

GASB 54 requires the fund balance amounts to be properly
reported within one of the fund balance categories listed below.

l. Nonspendable - this fund balance category includes amounts
that cannot be spent because they are not in spendable form, or
legally or contractually required to be maintained intact. The
"not in spendable form" criterion includes items that are not
expected to be converted to cash. Ttems asscociated with this
category include inventories, prepaids, long-term loans and notes
receivable, and property held for resale, unless the prodeeds are
restricted, committed, or a531gned.

2. Restricted - this fund balance category includes amounts that
can be spent only for the specific purposes stipulated by
constitution, external resource providers, or through enabling
legislation. Enabling legislation authorizes the District to
assess, levy, charge, or otherwise mandate payment of resources
and includes a legally enforceable requirement that those
resources be used only for the specific purposes stipulated in
the legislation. Legal enforceability means that the District
can be compelled by an external party, such as citizens, public
interest groups, or the judiciary to use the resources created by
enabling legisglation only for the purposes specified by the
legislation.

3. Committed - this fund balance classification includes amounts
that can be used only for the specific purposes determined by a
formal action by the School Board of Directors who is the highest

level of decision-making authority. Those committed amounts °®

cannot be used for any other purpose unless the School Board of
Directors removes or changes the specified use by taking the same
type of action it employed to previously commit those amounts. In
contrast to fund balance that is restricted by enabling
legiglation, committed fund balance classification may be
redeployed for other purposes with appropriate due process.
Constraints imposed on the use of committed amounts are 1mposed
by the School Board, geparate from authorization to raise the
underlying revenue, therefore, compliance with those constraints
are not comnsidered to be legally enforceable. Committed fund
balance also incorporates contractual obligations to the extent
that existing resources in the fund have been specifically
committed for use in satisfying those contractual requlrements

4. Assigned - this fund balance classification are 1ntended to be
used by the government for specific purposes but do not Qeet ‘the
criteria to be classified as restricted or committed.

N

5. Unassigned - this fund balance category is the resldual|

classification for the government's General Fund and includes: all .
spendable amounts not contained in the other c13531flcatlons.
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SOUTHERN LEHIGH SCHOQL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (Continued)
JUNE 30, 2016

NOTE 16 Fund Balance Reporting (Continued)

The District applies restricted resources first when
expenditures are incurred for purposes for which either
restricted or unrestricted (committed, assigned, and unassigned)
amounts are available. Similarly, within unrestricted fund
balance, committed amcunts are reduced first Ffollowed by
agsigned, and then unassigned amounts when expenditures are
incurred for purposes for which amounts in any of the
unrestricted fund balance classifications could be used,

The following represents the fund balance classifications of
the District at June 30, 2016:

Total
Capital Governmental
General Projects Funds
Nonspendable: _
Inventories § 100,000 S 0 3 100,000
Prepaid expenges 0 0 0
Restricted for:
Capital improvements 0 5,002,311 5,002,311
Aggigned for:
Retirement increases 4,000,000 0 4,000,000
Other post-employment -,
benefits 4,000,000 0 4,000,000
Health insurance
increases 1,487,094 0 1,487,094
Capital construction 3,500,000 0 3,500,000
Unassigned: :
Unagsgigned 4,200,000 0 4,200,000
Total fund balances $17,287,094 $ 5,002,311 $22,289,405
~ . l.“\
<
N
\\ .
N
A\
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Actuarial
Valuation
Date
6/30/2015
6/30/2013
6/30/2011
6/30/2009
6/30/2007

Actuarial
Vvalue
of Assets

{(a)
$

OCCoCOoOOoOoO

SOUTHERN LEHIGH SCHOOL DISTRICT

POSTEMPLOYMENT BENEFIT PLAN

REQUIRED SUPPLEMENTARY ITNFORMATION

SCHEDUL:E OF FUNDING PROGRESS

(An Integral Part of the Fimnancial Statements)

Actuarial
Accrued
Liability
{AAL)
Entry Age
{b)
7,974,433
7,230,340
6,538,151
6,614,420
6,423,224

Unfunded
AAL
(UAAL)
(b-a) :

7,974,433

7.230,340

6,538,151

6,614,420

6,423,224

47~

Funded

Ratio

(a/b)

OO0 0CO

COO0OOoOO

&0 P 0P oP g

Covered
Payroll

{e)

$21,605,860

20,688,648
19,781,797
19,744,669

15,863,018~

TAAL as a

Percentage

of Covered
Payroll

((b-2)/c)
36.9%
34.,9%
33.1%
33.5%
40.5%



SOUTHERN LEHIGH SCHOOI. DISTRICT
PENSTON PLAN
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF DISTRICT’S PROPORTIONAL SHARE
OF THE NET PENSTON LIABILITY
(An Integral Part of the Financial Statements)

Last 10 Fiscal Years*

06/30/16 06/30/15
District’s proportion of the

net pension liability 0.1848% 0.1824%

Distriect’s proportionate
share of the net pension
liability $80,047,000 $72,195,000

Digtrict’s covered-employee
payroll#*#* $23,775,541 $23,278,691

District’s proportionate share
of the net pension liability
ag a percentage of its
covered-employee payroll 336.68% 310.13%

Plan fiduciary net position as a
percentage of the total pension
liability 54.36% 57.24%

06/30/14
0.1770%

472,457,000

$22,713,727

319.00%

54.49%

* This schedule is presented to illustrate the requirement to show
information for 10 years. However, until a full 10-year trend is

complete, available information is presented.

#% District’s cévered~employee payroll for this schedule was furnished

by PSERS, and is one year behind.
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SOUTHERN LEHIGH SCHOOL DISTRICT
- PENSION PLAN
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF DISTRICT CONTRIBUTICONS
{An Integral Part of the Financial Statements)

Lagt 10 Fiscal Yearg#

06/30/16 06/30/15 06/30/14

Contractually required

contribution $ 6,031,756 $ 4,778,253 $ 3,634,000
Contributions in relation to

the contractually reguired

contribution 6,031,756 4,778,253 3,634,000
Contribution deficiency (excess) 0 0 0
District’s covered-employee

payroll $24,127,024 $23,775,541 $23,278,691
Contributions as a percentage

of covered-employee payroll 25.00% 20.50% 15.61%

amounts are based on actual contributions during the fiscal year.

* This schedule is presented to illustrate the requirement to show
information for 10 years. However, until a full l0-year trend is
complete, available information is presented. :
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SOUTHERN LEHIGH SCHOOL DISTRICT
SCHEDULE, OF EXPENDITURES OF FEDERAI. AWARDS

YEAR ENDED JUNE 30,

2016

Pass
Program Title Federal Through
U.3. Dept. of Source CFDA Grantor’s
Agriculture Code Number Number
Passed through the PA
Dept. of Educatlion:
National School I 10.555 N/A
Lunch Program
National School I 10.555 N/A
Lunch Progiram
Pagmed through the PA
Dept. of Agriculture:
Value of TUSDA
Donated Food I 10.555 N/a
Total U.S. Dept. of Agriculture
U.S5. Dept. of Education
Passed through the PA
Dept. of Education:
Title I Improve Baglic Pr. I 84,010 13-160407
Title I Improve Bagic Pr. I 84.010 13-150407
IDEA Grants to States I 84.027 62-160021
IDEA Grants to States I 84,027 62~150021
IDEA Preschool Grants I 84.173 131-160021
IDEA Preschool Grants I 84.173  131-350021
Title II Improve Teach, T 84,367 20-1.60407
Title IT Improve Teach. I 84.367 20-150407

Total U.S. Dept. of Education

Total Federal Assistance

Source Codes: I - Indirect Funding

. D ~ Direct Fund

Footnotes:

ing

® 1
(a) Total amount of commodities received.

(b) Beginning inventory at Ju

(¢) Total amount of commodities used.

(d) Ending inventory June 30.

iy 1.

Grant Period
Beginning/
Ending Date

7/1/15-6/30/16

7/1/14-6/30/15

7/1/15-6/30/16

7/1/15-6/30/16
7/1/14-6/30/15
7/1/15-6/30/16
7/1/14-6/30/15
7/1/15-6/30/16
7/1/14-6/30/15
7/1/15-6/30/16
7/1/14-6/30/15

There were no federal awards passed through to subreciplents.

Bee notes to the Schedule of Expenditures of Federal Awards.
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Program
or Award

Amount

O A A A W W U U

N/A

N/Aa

N/n

236,439
201,608
314,857
336,757
282
2,096
56,229
56,020




SOUTHERN LEHIGH SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES QF FEDERAL AWARDS (Continued)

YEAR ENDED JUNE 30, 2016

Accrued or Accrued or

Total (Deferred) (Deferred)
Received Revenue at Revenue ‘ Revenue at
for the Year 7/1/15 Recegnized Expenditures 6/30/16
$ 160,978.;3 g 0.00 $ 215,761.46 § 215,761.46 8 54,783.33
31,700.50 31,700,50 0.00 0,00 0.00
{a) {(h) (c) (d)
75,434.13 (4,284.03) 66,674.86 66,674.86 {13,043.30)
5 268,112.76 8 27,416.47 § 282,436.32 & 282,436.32 § 41,740.03
§ 173,237.40 3] 0.00 $ 215,258.32 & 215,258.32 8§ 42,020.92
66,225.30 21,456.85 44,768.45 44,768.45 0.00
245,609.85 0.00 314,856.67 314,856.67 69,246.82
77.988.25 77,988.25 ¢.00 0.00 0.00
0.00 0.00 282,00 282.00 282.00
2,086.00 2,096.00 -~ 0.00 0.00 0.00
45,032.13 0.00C 56,2?9.00 56,229.,00 11,196.87
7,421.71 7,421.71 0.00 0.00 0.00
617,610.64 108,962.81 631,394.44 631,394.44 § 122,746.61
$ 885,723.40 $136,379.28 $ 913,830.76 & 913,830.76 $ 164,486.64
Total expenditures per above schedule $ 913,830.76
1
Programs selected for tesgting:
IDEA Grants to States $ 314,856.67
IDEA Preschool QGrants . ; 282.00
‘ % 315,138.67
\\

There were no federal awards passed through to subrecipients. . S

Se¢e notes to the Schedule of Expenditures of Federal Awards.
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SOUTEERN LEHIGH SCHOOL DISTRICT
NOTES TO THE SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2016

NOTE 1 Summary of Significant Accounting Policies

Bagis of Accounting

The revenues and expenditures recognized on this schedule
are reported on the accrual basis of accounting. Such revenues
and expenditures are recognized following the .cost principles
contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to
reimbursement. Southern Lehigh School District has elected not to
use the 10 percent de minimis indirect cost rate allowed under
the Uniform CGuidance.

Inventory

It is the policy of Southern Lehigh School District to
expense the value of all donated commodities used during the
year. Recognition is given to inventories of donated goods on
hand at year end on this schedule.

NOTE 2 Federal Revenue Summary

The following is a summary of federal revenue by CFDA
number:

S

10.555 . § 282,436.32
84.010 260,026.77
84.027 , 314,856.67
84,173 282.00
84.367 56,229.00

Total $ 913,830.76

R EEEES TSSO

NOTE 3 Schedule Presentation

The accompanying schedule of expenditures of federal awards
includes the federal award activity of Southern Lehigh School
District under programg of the federal government for the year
ended June 30, 2016. The information in this schedule is
presented in accordance with the requlrements ‘of Title 2 U.S.
Code of Federal Regulations Part 200, Unmform Administrative
Requirements, Cost Principles, and Audit Requirements for, Federal
Awards (Uniform Guidance). Because the schedule presents only. a
selected portlon of the operations of Southern Lehigh échool
District, 1t is not intended to and does not present the, -
financial position, changes in net assets, or cagh flows of
Southern Lehigh School District. -\

0
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SOUTHERN LEHIGH SCHOQL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

¥YEAR ENDED JUNE 30, 2016

SECTION I - SUMMARY AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:
Material weakness(eg) identified?
Reportable condition(=) identified

not considered to be material weaknesses?

Noncompliance material to financial
statements noted?

Federal Awards

Internal control over major programs:
Material weakness (es) identified?
Reportable condition(s) identified

not considered to be material weaknesgesg?

Type of auditors’ report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with the Uniform

Guidance?

I

Major programs:

CHFDA No. Name of Federal Program
84.027 Grants to States (IDEA, Part B)
84.173 Preschool Grants (IDEA Preschool)

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

Auditee qualified as a low rigk auditee?

SECTION II - FINANCTIAL STATEMENT FINDINGS

NONE

Unmodified

O

NONE

NO

NO

NONE

Unmodified

NO

$ 750,000

YES

\

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS™ -~

NONE
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SOUTHERN LEHIGH SCHQOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

(Continued)

YEAR_ENDED JUNE 30, 2016

SUMMARY OF PRIOR AUDIT FINDINGS

NONE
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FRANCE, ANDERSON, BASILE and COMPANY, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

903 Chestnut Street 610-967-1200 Phone
Emmaus, Pennsylvania 18049 610-966-6669 Fax

www.fabandco.com

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

To the Board of School Directors
Southern Lehigh School District
Center Valley, Penunsylvania

We have audited, in accordance with the auditing standards
generally accepted in the United States of America and the
standards applicable to fimancial audits contained in Government
Auditing Standards issued by the Comptroller General of the
United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and
the aggregate remaining fund information of Southern Lehigh
School District as of and for the year ended June 30, 2016, and
the related notes to the financial statements, which collectively
comprise the District’s basic financial statements, and have
igsued our report thereon dated January 16, 2017.

Internal Control Over Financial Reporting

In planning and performing ,our audit of the financial
statements, we considered Southern Lehigh School District’s
internal control over financial reporting (internal control) to
determine the audit procedures that are approprlate in the
circumstances £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.
Accordingly, we do not express an opinion on the effectiveness of
the District’s internal control.

A deficiency in internal control exists when the design or
operation of a control does not allow management oxr employees, in
the normal course of performing their assigned Ffunctions, to
prevent, or detect and correct, misstatements on a timely basis.
A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’'s
financial statements will not be prevented, or detected and
corrected on a timely basis. A 51gn1flcantfdeflclency is a
deflclency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet lmportant
enough to merit attention by those charged with governance:

Our consideration of internal control was for the 11m1ted\
purpose described in the first paragraph of this section and: was ¥
not designed to identify all deficiencies in internal contrel \ﬂ;
that might be material weaknesses or, significant deficiencies.
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Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether
Southern Lehigh School District’s financial statements are free
from material misstatement, we performed tests of its compliance
with certain provisions of  laws, regulations,. contracts, and
grants 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 arn objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpoge of this Report

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

ot Ol forde ol Ly P

Emmaus, Pennsylvania
January 16, 2017

-56~




FRANCE, ANDERSON, BASILE and COMPANY, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

903 Chestnut Street 610-967-1200 Phone
Emmaus, Pennsylvania 18049 610-966-6669 Fax

www.fabandco.com

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER

COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
Southern Lehigh School District
Center Valley, Pennsylvania

Report on Compliance for Each Major Federal Program

We have audited Southern Lehigh School District’s compliance
with the types of compliance requirements described in the OMB
Compliance Supplement that could have a direct and material
effect on each of their major federal programs for the year ended
June 30, 2016, Southern Lehigh School District’s major federal
programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned
costs.

Management’s Respongibility

Management 1is responsible for compliance with federal
statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditors’ Respongibility

Our responsgibility is to express an opinion on compliance
for each of Southern Lehigh School District’s major federal °
programs based on our audit of the ¢types of compliance
requirements referred to above. We conducted our audit of
compliance in aceordance 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 the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative
Reguirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform GQuidance). Those standardsgs and the Uniform
Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a
direct and material effect on a major federal program occurred.
An audit includes examining, on a test basid, evidence about
Southern Lehigh School District’s compliance wmt@ thbose
requirements and performing such other procedures ag we
considered necessary in the circumstances. N S

\
\‘ ." 1

We believe that our audit provides a reasonable basls for
our opinion on compliance for each major federal program.'
However, our audit does not provide a legal determination &f
Southern Lehigh School Disgtrict’s compliance. *
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Opinion on Each Major Federal Program

In our opinion, Southern Lehigh School District complied, in
all material respects, with the types of compliance reguirements
referred to above that could have a direct and material effect on
each of its major federal programs for the year ended June 30,
2016.

Report on Internal Control Over Compliance

Management of Southern Lehigh School District is responsible
for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we
congidered Southern Lehigh School District’s internal control
over compliance with the types of requirements that could have a
direct and material effect on each major federal program to
determine the auditing procedures that are appropriate in the
circumstances for the purpose of exXpressing an opinion on
compliance for each major federal program and to test and report
on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of
Southern Lehigh School District’s internal control over
compliance,

A deficiency in internal control over compliance exists when
the design or operation of a comntrol over compliance does not
allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct,
noncempliance 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
net be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control
over compliance with K a type of compliance regquirement of a
federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control over compliance was
for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in
internal control over compliance that might be m@tef&al
weaknegges or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we congider .
to be material weaknesses. However, material weaknesses may exist -
that have not been identified. AT
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The purpose of this report on internal control over
compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing
based on the requirements of the Unifofm Guidance. Accordingly,
this report is not suitable for any other purpose.

/ WMJ@W/’C_

Emmaus, Pennsylvania
January 16, 2017
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SOUTHERN LEHIGH SCHOOL DISTRICT
SCEEDULE OF RECEIPTS AND DISBURSEMENTS -
ACTIVITY FUND ACCOUNTS

YEAR ENDED JUNE 30, 2016
Balance Disburse- Balance
HIGH SCHOOL: 7/01/15 Receipts . ments 6/30/16
Art Show Account 8 566 $ 441 8 945 s 62
Band Fund " B,800 534 2,928 6,400
Cheerleaders 5 0 0 5
Class of 2015 - 7,630 50 7,680 0
Class of 2016 2,605 9,343 9,989 1,959
Class of 2017 1,110 42,666 36,465 7,311
Class of 2018 1,441 4,964 3,179 3,226
Class of 2019 0 390 .0 390
Drama Club 920 6,949 5,754 2,115
Ecology Club 0 0 0 0
Faculty Fund 900 2,171 1,501 1,570
Future Business Leaders 1,085 11,782 9,150 3,717
Guidance 14,431 32,668 34,157 12,942
High School Fund 53,442 51,315 59,195 45,562
Invested Interest 2,278 694 0 2,972
Interact 93 0 0 83
Key Club 346 5,037 3,907 1,476
Motion/Colorguard 0 0 0 0
Mugical 2,068 26,338 24,493 3,913
National Honor Society 2,070 4,071 4,028 2,113
Newspaper "Spotlight" 727 0 112 615
Orchestra 927 0 0 927
Robotics Club 38 8,600 8,500 138
S.A.D.D. 1,524 . 0 688 836
Scholastic Scrimmage 1,585 - 1,630 865 2,350
Senior High Chorus 3,451 1,204 3,768 887
Ski Intramurals 0 0 0 0
Spanish Club , 17 710 710 17
Spartan Enterprises 1,899 3,221 3,530 1,590
Speech Debate Team 4,244 36,635 40,813 66
Student Council 7,161 21,576 21,674 7,063
Summer School 282 0 0 282
Sunghine Fund 251 590 568 273
Teen Counseling 31 0 31 0
Tutorial Account 147 0 0 147
Varsity Club 420 485 667 238
Yearbook 5,431 34,883 16,378 29,936
Young Americans 91 0 91 0
Total High School 128,016 308,947 295,766 141,197
Middle School 57,367 63,198 62,483 58,082
Elementary Schools: ‘\ o
Hopewell 6,009 14,261 15,377 ~ 4,893
Intermediate 22,474 28,117 28,485 22?1061
Liberty Bell 4,679 2,774 2,705 4,748 "
Lower Milford 50,933 19,918 21,069 49,782
TOTAL $269,478 $437,215 $425,885 $280,808
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