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Members of the School Board
Warren County School District

We have performed the Single Audit of the Warren County School District,
Warren, Pennsylvania, for the year ended June 30, 200%, and have enclosed
the Single Audit reporting package.

The Single Audit was done to fulfill the reguirements of OMB Circular A-
i33 and includes the fellowing:

1. an audit of the financial statements and our ocpinion thereon,
including our report on the schedule of expenditures of federal
awards;

2. a report on compliance and on internal control over financial
reporting based on an audit of financial statements performed in
accordance with Government Auditing Standards;

3. a report on compliance with requirements applicable to each major

program and internal contrcl over compliance in accordance with OMB
Clircular A-133;

October 14, 2005
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WARREN COUNTY SCHOOL DISTRICT

Management Discussion and Analysis
For the Year Ended June 30, 2005
Required Supplementary Information

The discussion and analysis of the WARREN COUNTY SCHOOL DISTRICT'S
financial performance is provided as an overall review of the financial activities for the
fiscal year ended June 30, 2005. It is intended to have this discussion and analysis
presented as a look at the District’s financial performance as a whole. To gain a greater
appreciation and understanding of the District’s financial performance, the reader should
also review the financial statements and notes.

FINANCIAL HIGHLIGHTS:

Key financial highlights for 2004-05 include:

Total 2004-2005 general fund revenues amouated to $59,271,025 compared to 2003-04
total revenue of $55,868,822. This represented a 0.1% increase in revenues.

The general fund expenses, including transfers, of the District amounted to $57,791,298
in 2004-05 compared to total expenses in 2003-04 of $55,561,373. This represented a
4.0% increase 1n €Xpenses.

The General Fund Total Fund Balance at fiscal year ending 2004-05 was $5,383,382,
which represented a favorable change of $1,479,727 from the prior year’s fund balance of
$3,903,655. Included in the Total Fund Balance is a designation of 31 ,247 871 for 2005-
06 operations. The Unreserved-Undesignated Fund Balance of 34,135,511 at fiscal
year ending June 30, 2005 represented 7.2% of the total expenses in the fiscal year
compared to the fund balance at fiscal year ended June 30, 2004, which represented 7.0%
of the expenses for that period. Although the 2004-05 fiscal budget projected the use of
approximately $1.6 million of the beginning fund balance, a resultant increase 1in
investment earnings, grant revenue and unanticipated PLANCON reimbursement rates
for the period, along with holding the line on a number of expenditure items, resulted in
the $1,479,727 increase to the beginning fund balance. The projected use of fund balance
in the 2003-04 vear was budgeted at approximatety $1.5 million.

PLANCON project reimbursement revenue at the State level and the medical assistance
reimbursement revenue (ACCESS) at the Federal level accounted for the major increases
of revenue over projected for 2004-05.

Again, as in the recent past, expenditures fell below original projections in a number of
areas. Because of several grants, a number of contingent staff positions and professional
development exercises were funded outside the regular general fund budget.

Additionally, ratification of the professional staff contact resulted in less than anticipated
eXpenses.



WARREN COUNTY SCHOOL DISTRICT

Management Discussion and Analysis
For the Year Ended June 30, 2005
Required Supplementary Information

USING THE ANNUAL FINANCIAL REPORT:

The annual financial report consists of a series of financial statements and notes to those
statements. The organization of these reports is intended to provide the reader with an
understanding of the Warren County School District as a financial whole, and an entire
operating entity.

The statements progress into a more detailed look at the specific financial activities
during the fiscal year 2004-05.

The Statement of Nei Assets and Statement of Activities provide information about the
whole District, presenting both an aggregate view of the District’s finances and longer-
term view of those finances. The next level of detail is presented in the fund financial
statements. For the governmental funds, these statements explain how services were
financed in the short-term as well as what remains for future spending. The District’s
most significant funds are also viewed through the fund financial statements. The general
fund is by far the most significant fund of the Warren County School District.

REPORTING THE SCHOO], DISTRICT AS A WHOLE:

Government-Wide Financial Statements
Statement of Net Assets and the Statement of Aciivities

This document contains all the funds used by the District to provide programs and
activities and attempts to answer the question, “How did we do financially during the
2004-05 fiscal year?” The answer is available in the Statement of Net Assets and the
Statement of Activities. These statements include all assets and liabilities using the
accrual basis of accounting similar to the accounting used by most private-secioy
organizations. This basis of accounting takes into account all of the current year’s
revenues and expenses regardless of when cash is received or disbursed.

These two statements report the District’s net assets and changes in those assets over the
course of the 2004-05 fiscal year. The reports will show whether the District as a whole
has seen an increase or decrease in its financial position. The causes for this change may
be the result of many factors, some financial, some not. Non-financial factors include the
Pistrict’s property tax base, student enrollment, facility conditions, required educational
programs and other factors.

The Statement of Net Assets and the Statement of Activities divide the District into two
distinct types of activities:



WARREN COUNTY SCHOOL DISTRICT

Management Discussion and Analysis
For the Year Ended June 30, 2005
Required Supplementary Information

e Governmental Activities — Most of the District’s programs and services are
reported here and include instruction, support services, operation and maintenance
of plant, pupil transportation and extracurricular activities.

¢ Business-Type Activities — These services are provided on a charge for goods or
services basis to recover the expenses of the goods or services provided. The
District’s Food Services operations are report as business activities.

Governmental Activities

Governmental activities for 2004-05 resulted in an increase in net assets of $2,705,611.
The increase resulted primarily from the increase of one mill of real estate taxes in 2004~
05 compared to the 2003-04 fiscal year, as well as the increases in the State and Federal
subsidies and grants. The cash flow of the district benefited from a more secure fund
balance and increased interest earnings rates.

2004-05 2003-04
Property Taxes £23,206,945 $22.,764,091
Grants, subsidies, other $21,350,021 $21,105,846
Investment earnings $181,191 $63,023
Miscellaneous income ($79,287) $152,722
Transfers between Govtl's ($5,584) 50
Total $44.653,286 $44,085,682

Business-Tvpe Activities

Business-type activities relate to the District’s food service program. The food service
program receives direct funding support from the State and federal divisions dealing with
the National School Lunch Program. Additional revenues derived from the sale of meals
to students and staff account for the operational funds to operate without support from tax
revenues. The general fund, from time-to-time, through a transfer of funds to maintain the
majority of capital equipment needs for food service operations, makes a direct
contribution to the food service fund. In 2004-05 the general fund transferred $5,584 to
the food service fund.

REPORTING THE DISTRICT’S MOST SIGNIFICANT FUNDS:

The analysis of the District’s major funds begins on page 11. Detailed information about
the District’s major funds is reported through the fund financial reports. The major funds
will focus on the general fund and the capital projects fund.
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Management Discussion and Analysis
For the Year Ended June 30, 2005
Required Supplementary Information

Government Funds — Most District activities are reported in governmental funds, which
focus on the flow of funds into and out of those funds. The balances at the end of the
fiscal year represent what is available for funding in future periods. The modified accrual
basis of accounting is used to report the financial activities in these funds and measures
cash and all other financial assets that can readily be converted to cash. The
governmental funds statements provide a detailed short-term view of the District’s
general government operations and the basic services it provides. An analysis of the
governmental fund helps to determine what funds may be available in the near future to
finance continued educational programs.

Proprietary Funds — Proprietary funds use the same basis of accountmg as business-
type activities; therefore, these fund financial statements will essentially match the
government-wide financial statements.

Fiduciary Funds — The Disirict is the trustee for an established Trust Fund. Funds within
the trust are monitored by the District and distributed as monetary awards or through
purchases for educational supplies and materials in accordance with the specifications
and restrictions of each trust agreement. Due to the trust arrangement, these funds can
only be used for trust beneficiaries and cannot be utilized by the District to finance its
operations.

(eneral Fund Revenue

The District’s revenues continue to reflect a similar basic breakdown: local (taxes and
other), 39 percent; State and Federal revenues, 61 percent.

2004-05 2003-04
Local Revenue $22.981,051 (39%) $22,476,364 (419%)
State Revenue $32,618,681 (55%) £29,964,497 (53%)
Federal & Other $ 3,671,293 ( 6%) $ 3,427,961 { 6%)
TOTAL | $59,271,025 $55,868,822

General Fund Expenses

The District’s program expenses are 60 percent instruction; 35 percent support; and 5
percent non-nstructional {including debt payments).

2004-05 2003-04
Instruction $33,746,689 (58%) $32,965,310 (59%)
Support Services $20,002,850 (35%) $19.270,452 (35%)
Non-Instruction & Debt $ 2,612,475 ( 7%) $ 3,325,611 ( 6%)
TOTAL $57,791,298 $55,561,373




WARREN COUNTY SCHOOL DISTRICT

Management Discussion and Analysis
For the Year Ended June 30, 2005
Required Supplementary Information

The 2004-05 fiscal year again saw little growth in the local economy. The numbers of
appeals and eventual granting of decreased real estate assessments continue to have a
significant impact on the local real estate tax base. Consequently, the District’s reliance
on State and federal grants becomes more and more evident in an effort to meet program
needs in order to avoid further financial hardship to the local taxpayer.

School District’s Funds

The governmental funds of the District are accounted for using the modified accrual basis
of accounting. The following is a breakdown of District fund balances:

2004-05
General Fund $5,383,382
Capital Reserve § 978,070
Capital Projects $1,895.216
Debt Service 3 500
Total $8,257,168 B

General Fund Budget Hichliohts

The $59.271,025 of revenues in the general fund in 2004-05 applied against the total
general fund expenditure outlay of $57,791,298 resulted in a net increase to the fund
balance of $1,479,727. Although the District recognizes a fund balance of $5,383,382, it
also realizes that post-retirement benefits accounts for over $4.,000,000 and needs to be
considered as a designation of that fund balance and that $1,247,871 1is included to fund
2005-06 operating expenses.

Comparison of Transfer Out Accounts

2004-05 2003-04
Contribution to Athletics $ 783.296 $ 850.450
Contribution to Food Sve 3 5,584 & 0
Contribution/Capital Resrv | $ 600,000 § 350,000
Debt Service Payments $2.,343,390 $1,877,175
TOTALS $3,732,270 $3,077,625

Capital Asset and Debt Administration

At the end of fiscal year 2004-05, the District had $42.9 million invested 1 land,
buildings, equipment and construction-in-process ($79.2 million, less accumulated
depreciation of $36.3 million).

The new Warren Area Elementary Center project was over 90% complete and will be
ready for students at the beginming of the 2005-06 school year.
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Debt Administration

The existing bonds payable at June 30, 2005, totaled $33,575,000. The debt payments for
the fiscal year totaled $2,343,390.

At June 30, 2005, the District’s non-electoral limit for debt (225% of borrowing base)
was $126.1 million.

Factors Expected to have an Effect on Future Operations

The stagnant status of the local real estate assessments, coupled with comtinued appeals
from local businesses and industries, concerns the District as current operational expenses
continue to rise without any normal inflationary increases in revenues. The impact of the
Act 72 legislation regarding gambling revenues will also have to be dealt with as the
District moves forward. With the continued projections for decreases in the District
student enroliment, the challenge to reduce operational costs while maintaining the
expected high levels of educational programming becomes a true challenge to the District
Board and administration.



- Michael N. Barko, CPA
Root, Spitznas & Smiley, Inc. | cemuro. ccomonen oo

J. Randoiph Gehrlein, CPA
Certified Public Accountants James T. Soavona, CPA
800 State Street
Suite One 814-453-7731
Erie, Pennsyivania 18501-1450 FAX: 814-455-6759

Independent Auditors' Report

Members of the School Board
Warren County School District

We have audited the accompanying financial statements of the governmental
activiries, the business-type actlvities, each major fund,

aggregating remaining fund information of the Warren Y
District, Warren, Pennsylvania, as of and for the year ended June 30,
2005, which collectively comprise the District’'s basic financial
statements as listed in the table of contents. These financial statements
are the responsibility of the Warren County School District's management.

Our responsibility is to express an opinion on these financilal statements
based on our audit.

and *the
County S&School

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Anditing Standards, issued by
the Comptroller General of the United States. Those standards reguire
that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that ocur audit provides a
reasonable basis for our cpinion.

Tn our opinion, the financlal statements referred to above present
fairly, in all material respects, the respective financial position of
the governmental activities, the buslness-type activities, each major
fund, and the aggregate remaining fund Information of the Warren County
School District, Warren, Pennsylvania, as of June 30, 2005, and- the
respective changes 1in financial position and cash flows, where
applicable, thereof and the budgetary compariscn for the General fund for
the vyear then ended in conformity with accounting principles generally
accepted in the Unlted States of America.

Tn accordance with Government Auditing Standards, we have also lssued our
report dated October 14, 2005, on our consideration of the Warren County
School District's internal control over financlal reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters.



The purpose of that report 1s to describe the scope of our testing of
internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integrail
part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in
considering the results of our audit.

The management’s discussion and analysis on pages 1 through 6 is not a
regquired part of the basic financial statements but 1s supplementary
information required by accounting principles generally accepted in the
United States of BRmerica. We have applied certaln limited procedures,
which consisted principally of inguiries of management regarding the
methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on 1it.

our audit was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the Warren County School
District’s basic financial statemsnts. The accempanying schedule of
expenditures of federal awards 1is presented for purpcses of additional
analysis as required by U.S5. Office of Management and Budget ircular
A-133, Audits of States, Local Governments, and Non-Profit Organizations,
and is not a required part of the basic financial statements of the
Warren County School District. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial
statements and, in our cpinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

£ ot piind A Aty £

October 14, 2005



FINANCIAL STATEMENTS



Warren County School Bistrict
Statement of Net Assets
Juna 36, 2605

Agsets

Current Assets

0100  Cash and cash equivalents
0110  investments

0120 Taxes receivabie (net)

0133 Internal balances

0141 Due from other governments
01468 Due from primary governiment
0147  Due from component units
0150 Other receivables

0170 Inventories

0180 Prepzid expenses

0180 Other current assets

KXX¥  Total current assets

Noncurrent Assels

0108  Restricied cash and cash equivalents
0260  Long-lenm prepayments

0210 Land and site improvements (net)

0220  Buiding and buliding improvements (net)
02320 Machinery and equipment {nef)

0250 Construction in grogress

0780 infrastruciure assets (net)

0290  Other long-term receivables

XXXX  Total noncurrent assets
KXXX Total assels
Liabilities

Currant Liabiiities

0403 Internal balances

0411 Due 1o other governmenis

0412 Due to primary governmant
0413 Due to compenent units

0420  Accounts payable

0430  Contracts payable

0440  Current portion of long-term debt
0450  Short-ierm payables

0461 Accrued salaries and benefits
0462 Payrolt deductions and withholdings
0470  Advances from other funds

0480  Deferred revenues

0490 Other current liabilities

X¥XX  Total current liabilities

Nongurrent Liabilitie s

0510 Bands payable

0520  Extended term financing agreements

0530  Lease purchase obligations

0540  Long-lerm pottion of compensaled absences
0550  Authority lease obligations

0590 Other long-term liabilities

HXXX Total noncurrent liabilities
KXXX Tolal iabifities

Net Assets

07971 Invested in capital assets net of debt
Restricted for

0792 Retrement of long-term debt

0793 Capltal projects

0794  Permanent endowment - expendable

0795 Permanent endowment - nonexpendable

0748  Other

G798 Unrestricted {deficit)

0790  Total net assets

XOXX Total iabilities and net assets

The accompanying notes are an integral part of these statements.

Governmental Busingss-Type
Activities _Activities Total

% 9,984,162 $ 99,220 § 10,683,402
341,189 - 341169
2,884,437 - 2,984,437
168,321 - 199,321
706,073 26,834 732,904
85,424 §,490 92,923
- 31,840 31,540
634,028 115,745 749,773
125885 - 125,885
15,024,319 280,135 15,301 454
807,970 - a07,970
14,214,344 - 14,214,344
7,078,778 189,510 7,268,288
20,758,150 - 20,758,150
42,859,242 189,510 43,048,752
b 57,880,561 % 459,645 § 58,350,206
$ - 5 152,321 & 158,324
1,663,826 369 1,664,195
2,065,000 - 2,065,000
2,340,818 - 2,340,918
5,608 - 8,506
17 - 17
828,082 - 828,082
6,907,349 168,680 7,067,039
31,610,000 - 31,510,000
957,287 - 957,287
32,467,287 i BRABTZRT
39,374,536 159,69C 39,534,326
11,305,133 - 11,306,133
500 - 500
7,200,292 309858 7,510.247
18,505,826 308855 18615880
$ 57,880,561 3§ 469645 § 58,350,206




Warren County Schoot District
Statemant of Activities
June 30, 2005

Pragram Revenues

Met (Expense) Revenue and
Changas in Nel Assels

Operating
Chargas for Grants and Governmental Business-Type
Functions/Programs Expenses Services _Conlribulions oo Activities. Activities L Totat

Gavernmeantal Aclivifles:

Instruction:

+100 Regular instruction 5 23,248.180 § 34,058 § 1,787,148 § 5 (21,426,984) & - $  {(214256984)

1208 Special instruction 8,683,493 - 5,221,025 {3,462,468) - {3,462,468)

1308  Vocatienal inslruction 1,301,411 - 375.136 {926,275) - {926,275)

1460 Other instructionat programs 1,929,828 - 1,652,206 {277,622} - (277.622)

1500  Adult education programs 23,518 20,568 28079 25,527 - o 26,127

Total insiructional services 35,186,440 54,624 8,083,594 (26,068,222) - {26,068,222}

Suppori services:

2100 Pupi personnet 4,235,281 - 63,833 (1,171,448} - {1,171.448)

2200 Instructional siaff 2,385,904 - 968 859 (1,387,048} - {1,357.045)

2300 Administration 4,586,244 - 190,848 {4,405,398) - {4,405,396}

2400 Pupit health 362,786 - 140403 {222,383 - {222,383)

2500  Business services 554,184 - 19,572 {534,612} - {634,612)

2600  Operation and maintenance of piant services 6,185,252 3,358 140,98% (6,040,907} - 6,040,207

2700 Student transportalion 4731058 - 3,066,444 (1,664,814 - {1.664,614)

2800 Centrai 177 445 - 174,856 {2.589) - (2,588}

2800 Other suppart services oesa7z2 - - {93.272) - . (83,272}

Tolat support services 20,301,426 3,356 4,765,804 2,266) - {15,532,266)

Non-instructional services:

3200 Sludent activilies 1,053,672 56,837 26,123 (970,712} - {970,712}

3300 Communily services (exal. 3340) 38,487 - 36,182 {2,303) - {2.305)

3400  Scholarships and awards - - - - - -

5100-82 Interest on fong-term debl 486,741 - 1,112,571 625,830 - $25,830

0750 Unallocaled depreciation expense - _ - - - - -

Totel non-inslructional services 1,578,900 56,837 1,174,878 {347,187) - (347,187}
Total governmenlai activities 57,088,768 114,817 15,004,274 (41,847 675} - {41,947 675}
Business-type activities:

3100 Food service 1,621,614 744,605 839455 - (37,554) (37,554)
Total primary government $ 58888330 3 859422 § 15843728 % (41,047 878) (37,554} (41,985,229)

General revenues
Taxes:
51711 Property taxes, levied for generat purposes,net 23,208,945 - 23,208,945
Taxes levied for specific purposes - - -
Grants, subsidies and contributions not resiricled 21,350,021 - 21,350,021
98440, 9811 Recsipts from member districts - - -
{500 Investment earnings 181,181 3i8 181,508
Miscellzneous income {79,287) 2,710 {6%,577)
8888 Special items - - -
8883 Extraordinary items - - -
Transfers {5,584} 5,584 i
Tote! genersl revenues, special ilems, extraordinary items and tansfers 44,653,286 16,812 44,668,898
Change in net assets 2705811 {21,942} 2,683,669
MNet assels-beginning 15,800,314 331,897 16,132,211
Prior period agjusiment L - -
Net assets-anding §...18508925 3 309955 6 18815880

The accompanying notes are an integral part of these slatements.

106



Warren County School District
Balance Sheet

Governmental Funds

June 30, 2005

Assels

0100
0110
0120
0130
G141
0146
0147
0150
0180
0170
0180
(180

HKHAX

Cash and cash equivalents
investmants

Taxes receivable (net)

Due from other funds

Due from other govemmaents
Due from primary government
Due from component units
Other receivables

Advancas to other funds
Inventories

Prepaid expenses

Other current assels

Total assets

Liabilites and Fund Balance

Liabilities

0400  Due to other funds

0411 Due to other govermnments

0412 Due to primary government
0413 Due to component units

0420  Accounts payable

0430  Contracts payable

0440  Current portion of long-term debt
0450  Shori-erm payables

0461 Accrued salaries and benefits
0462  Payroll deductions and withholdings
0470 Advances from other funds

0420 Deferred revenues

0480 Other current liabiiities

KXXX Total Hiabilities

Fund Balances

0751
Q752

Standard Fund B alance Reserves
Reserve for inventories

Rasarve for prepaid expenses
Resarve for encumbrances

Reserve for retirement of iong-term debt

Reserve for Capifal Projects
Reserve for other (explain)
Specific fund talance reserves
Unreserved - designated
Unreserved - undesignated

Totat fund batances

Total liabilities and fund balances

MNon Major Total Gov't
General Fund  Capital Reserve _Capital Projects  Detd Service Funds Funds
§ 7,028,768 § 712,892 § 2,234,022 % 500 § - $ 9884182
341,169 - - - 341,169
2,814,518 - - - 2,814,518
277,247 524,513 - 1,508 803,268
643,482 - - - 643,482
86,424 - - - 86,424
534,028 - - - 634,028
$  11,833.536 §.. 12374056 § 2234022 % 500 § 1,509 § 15307072
] 643,548 3 - 5 - $ § - $ 643,048
1,064,822 259,335 338,806 863 1,663,826
2,340,272 - - 646 2,340,818
8,606 - - - 8,608
2,223,199 - - - 2,223,199
o 189,407 - _ - - i 168,407
) 8,450,254 259,335 338,806 1,509 7,049,904
- - - 500 - 500
- - 1,886,216 - 1,885,218
1,247,871 978,070 . - 2,235841
4,135,611 - - . - 4,135,511
5,383,382 578,070 1,855,216 500 - 8257168
§ 11833636 § 1237405 5 2234022 § 500 % 1,508 § 15307472

The accompanying notes are an integral part of these slatements.

11



Warren County Scheol District

Reconciliation of the Governmental Funds Balance Sheet
To the Statement of Net Assets

June 30, 2005

Total fund balances - governmental funds

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

Capital assets used in governmental activites are not financial resources
and therefore are not reported as assets in governmental funds. The cost
of assets is $79,165,831, and the accumulated depreciation is $36,306,589

Property taxes receivable will be collected this year, but are not
available soon enough to pay for the current period's expenditures,
and therefore are deferred in the funds.

Allowance for doubtfu! accounts - taxes receivable

Long-term liabilities, including bonds payable, are not due and payable
in the current period, and therefore are not reported as liabiiities in
the funds. Long-term liabilities at year end consist of:
Bonds payable $
Deferred amount on refunding (net)
Bond discount {net)
Accrued interest on the bonds
Compensated absences

3 8,257,168

42,859,242

2,223,182

(100,027)

(33,575,000)
84,421
41,264
(321,639)
(1,295,224) (35,066,178)

Other:
Earned income tax receivable from self-employed individuals
Rental subsidy receivable

TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these statements.

288,047
62,591

$ 18,505,925

1z



Non Maior Total Gov.
_ Funds  _  Funds
$ 56,837 § 23,254,018
18,971 32,637,652
. - 3,695,806
75,808 53,588,376
- 33,746,689
- 20,062,850
858,104 1,088,897
- 8,269,916
- 2,362,986
859,104 65,531,438
VVVVV (783,296) _ (5943.082)
783,296 3,728,685
- 4,953
- (3,732,270)
783,286 {831)
- {5,943,693)
- 14,200,861
$ - $ 8,257,168
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Warren County School District

Reconciliation of the Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balance
To the Statement of Activities

For the Year Ended June 30, 2005

Total net change in fund balances - governmental funds

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

Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is aliccated
over their estimated useful lives as depreciation expense. This is the
amount by which depreciation exceeds capita! outlays in the period.

Depreciation expense $
Capital outlays

$ (5,943,693)

(2,220,416)
9,145,188 6,928,772

Because some property taxes will not be coliected for several
months after the District's fiscal year ends, they are not considered
as "available" revenues in the governmental funds. Deferred tax
revenues increased by this amount this year.

Repayment of bond principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
statement of net assels.

Amortization of bond discount and deferred amount on refunding

Other;

Change in self-employment taxes receivable
Change in rental reimbursement receivable
Change in allowance for doubtful accounts

Change in compensated absences
Change in accrued interest payable

Change in net assets of governmentai activities

The accompanying notes are an integral part of these siatements.

482,680

1,215,000

{9,668)

(22,516)
20,837
3,448
17,220
13,525




Budgst to Actual

GAAP Amounts
Difference _ GAAP basis
by (405,837} $ 23,386,688
{20,837) 32,639,518
- 3,671,293
{426,474} 58,697,499
(875,265) 23,248,190
{481,794) 8,683,493
(79,170) 1,301,441
(3,522) 1,926,828
- 23,518
663 1,235,281
41,578 2,365,904
(245,243) 4,596,244
{1,270} 362,786
(3,837 554,184
2,878 8,161,815
(748) 4,731,058
{9,160} 270,717
(3,162) 194,568
- 38,487
- 19,506
(1,658,052) 55,717,080
1,231,578 3,980,419
233,440 (233,440)
{3,732,270) -
(3,498,830} (233,440)
(2,267,252) 3,746,879
29,705,679 {25,802,024)
488,677 {488,677}
3 27927104 § (22543722}
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Warren County School District
Statement of Net Assets
Proprietary Funds

June 30, 2005

Assets

Current Assets

0100 Cash and cash equivalents
011G Investments

0130  Due from other funds

0141  Due from other governments
0146  Due from primary government
0147 Due from component units
0150 Other receivables

0160  Advances to cther funds
o170 Inventories

0180 Prepaid expenses

0180 Other current assets

XXXX Total current assets

Noncuirent Assets

0108 Restricted cash and equivaients

0210 Land and site improvemeants

0220 Building and building improvements{net)
0230  Machinery and equipment (net)

0250 Construction in progress

0260 Leong-term prepayments

XXX Total noncurrent assets
XXXX  Total assets
Liabilites

Current Liabilities

0400 Due to other funds

0411 Due to other governments

0413  Due to component units

0420 Accounts payable

(430  Contracts payable

0440 Current portion of leng-term debt
0450  Short-term payables

0461  Accrued salaries and benefits
0462  Payreli deductions and withheldings
0470  Advances from cther funds

0480  Deferred revenues

0480  Other current liabilities

XXX Total current Habilities

Noncurrent Liabilities

0510 Bonds payable

0520 Extended term financing agreements
0530 Lease purchase obligations

0540  Long-term portion of compensated abs
0550  Authority lease obligations

0590  Other long-term liabilities

YUK Total noncurrent liabilities

XXXX  Total Habilities

Net Assets

0791  Invested in capitai assets net of debt
0798  Restricted for legal purposes

0799  Unrestricted

0790 Total net assets

XXXX  Total liabilities and net assets

The accompanying notes are an integral part of these statements.

Food Service

$

899,220 $§

117,925
26,831

6,499

31,840
115,746

398,080

189,510

189,510

587,570 %

277,246 §

389

277,815

277,616

308,955

309,955

587,570 &
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Warren County School District

Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds

For the Year Ended June 30, 2005

Food Service Internal Service
Operating Revenues:
6600 Food service revenue $ 744,605 § -
£800 Charges for services - -
6998  Other operating revenues - 9,710 -
0010 Total operating revenues 754,315 -
Operating Expenses:
0100 Salaries 476,802 -
0200  Emptloyee benefils 138,031 -
0300 Purchased professionat and technical service - -
(400  Purchased property service - -
0500  Other purchased service 876,394 -
0600 Supplies 4,854 -
0700 DBepreciation 24 983 B
0810 Dues and fees - -
0820  Claims and judgments - -
0890  Other operating expenditures ) 100,551 - .
0020 Total operating expenses ) 1,621,615 -
0030 Operating income (loss) ) (867,300} -

Nonoperating Revenues (Expenses)

6500  Earnings on investments 318
6920 Contibutions and donations -

6930 Gainfloss on sale of fixed assets - -
700C  Siale sources 79,639
8000 Federa! sources 759,817
9500 Refunds of prior year expenditures - -
0820  Claims and judgments -
0830  interest expenses -

0040 Total nonoperating revenues {expenses) 839,774

income (loss) before contributions (27,526) _ | -

6920 Capital contributions -
9998  Transfers from {to) component units - -

9999  Transfers in (out) . 5584 -
Change in net assets (21,942) -
XXXX  Total net assets - July 1, 2004 331,897 -

0057  Accounting changes -
0081  Prior period adjustment _ - -

XXXX Total net assets - June 30, 2005

o

309,955 $ -

The accompanying notes are an integral part of these statements.
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Warren County School District
Combined Statement of Cash Flows
Proprietary Fund Types

June 30, 2005

Food Service  Internal Service

Cash Flows From Operating Activities

9937 Cash received from users $ 738,106 % -
0g38 Cash received from assessments made to other funds - -
8039  Cash received from earnings on investmenis - -

9940 Cash received from other operafing revenue 9,710 -
9941  Cash payments to empioyees for services (614,833) -
9942  Cash payments for insurance claims - -
9843  Cash payments to suppliers for goods and services {748,089} -
8044  Cash payments for ofher operating expenses (1eo5s5ty 0 -
Net cash provided by (used for) operating activities {715,657) -

Cash Fiows From Non-Capital Financing Activities

000  Local sources - -
7000  Staie sources 77,375 -
8000 Federal sources 735,249 -
9917 Notes and loans received - -
6918  inierest paid on notes/loans (5100-830) - -
9919  Operating transfers in (out) residual equity 5,584 -
9920  Operating transfers in (out) primary government - -
8021  Operating transfers in {out) component uniis - -
09722  Refunds of prior year expenditures (8500) - -

Net cash provided by (used for) non-capital financing activities 818,208 -

Cash Flows From Capital and Related Financing Activities
4000  Facilities acquisition/construction/imp. serv {12,166) -
5930 Gain/loss on sale of fixed assets (proceeds) -

9200 Proceeds from extended term financing - -
0925  Principal paid on financing agreements - -
9926 lInterest paid on financing agreements {5100-830) - -
9927  Change in contributed capital - -

Net cash provided by {used for) capital and rel financing activities - (12,166) -

Cash Flows From Investing Activities

6500 Earnings on investments 318 -
9929  Purchase of invest securities/deposits to invest pools - -
9930 Withdrawals from investment pools - -
9931 Proceeds from sale and maturity of Invest securities - -
8932 Loans received (paid) - -

Net cash provided by (used for} investing activities 318 -
Net increase (decrease) in cash and cash flows 90,703 -

9935  Cash and cash equivalents beginning of year 8,517 o

9935 Cash and cash equivalents at year end $ 99220 § -

The accompanying notes are an integral part of these statements.
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Warren County School District
Combined Statement of Cash Flows
Proprietary Fund Types - Continued
June 30, 2005

9900

Operating income {loss)

Adjustments to reconcile operating income {ioss) to net cash
provided by {used for}:

9901
9802
9903
23904
9905
9906
9907
9908
9908
9910
8911
9912
9913
9914

Depreciation and net amortization

Provision for uncollectibie accounts

Write-in

{Increase) decrease in accounts receivable
(increase) decrease in advances to other funds
(Increase) decrease in inveniories

{increase) decrease in prepaid expenses

(Increase) decrease in other current assets

Increase {decrease) in accounts payable

Increase (decrease) in accrued salaries and benefits
Increase {decrease) in payroll deductions/withholding
Increase (decrease) in advances from other funds
increase {decrease) in deferred revenue

Increase (decrease) in other current liabilities

Total adjusimenis

Cash provided by (used for) total

The accompanying notes are an integral part of these statements.

Food Service  Internal Service

$ {867,300)

24,983

(6,499)
(22,925)
(12,134)
(10,445)

(153}

178,816

$

151,643

$ (715,657)
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Warren County School District
Statement of Net Assets
Fiduciary Funds

June 30, 2005

Assels

0100  Cash and cash equivalents
0110  Invesiments

0130 Due from other funds

0147  Dus from component units
0150  Other receivables

0180  Advances to other funds

0170 Inventories

0180  Prepaid expenses

0190  Cther current assels

0220  Buiiding and building improvements(net)
0230 Machinery and equipment {net)
XXX Total assets

Lizhilities

0420  Accounts payable

0430 Contracts payable

0450  Shori-term payables

0400  Due to other funds

0411 Due to other governments
0412 Due to primary government
0443 Due to componant units

0451  Accrued salaries and benefits
0482  Payroli deductions and withholdings
0470  Advances from other funds
0480 Deferred revenues

0480  Other current liabilities

XXXX  Total lisbilittes

Net Assats

0791 invested in capital assets net of debt
0798 Restricted for legal purposes
079¢  Unrestricted

XXX Tolal net assels

YOO Total liabilties and net assets

The accompanying notes are an Integral part of these statements.

Agency Funds

T Btudent Eamed Income
Activities __Tax Office Trust Funds Total
$ 137,744  $ 159,088 § 22268 § 319110
- 638,812 203,644 842,456
$ 137,744 § 797,910 § 225912 $ 1,161,566
$ 137,744 % 797,910 & - $ 935,654
137,744 797,910 - 935,654
- - 225912 225,912
- b 225,812 225,912
§ 137,744 § 797,910 § 225912 § 1161586
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Warren County School District
Statement of Changes in Net Assets
Fiduciary Funds

For the Year Ended June 30, 2005

__TrustFunds

Additions

Gifts and contributions 3 -

Eamings on investments 13,877
Deductions

Scholarships awarded (7,606)
Change in net assels 6,271
Net assets-July 1, 2004 219,641
Net assets-June 30, 2005 § 225012

The accompanying notes are an integral part of these statements.
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Warren County Schocl District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed in the preparation of
these financial statements are summarized below. These policies
conform to generally accepted accounting principlies ({(GAAP) as
applied to governmental units prescribed in the statements issued
by the Government Accounting Standards Board ({GASB) and other
recognized authoritative sources. In the government-wide financial
statements and 1in enterprise funds, the District also applies
Financial Accounting Standards Board Statements and Interpretations
issued on or before NWNovember 30, 1988, except those that conflict
with GASE pronouncements.

1. Financial Reporting Entity
For financial reporting purposes the Warren County School District

inciludes all funds that are controliled by or dependent on the
administrative and legislative bpranches {the Administration or

School Board, respectively). Control by or dependence on the
District 1s determined on the basis of budget adoption, taxing
authority, outstanding debt secured by revenues or general

chligation of the District to finance any deficits that may occur,
or receipt of significant subsidies from the District, and reporting
responsibility of the entity in guestion.

The District includes the Tax Collection Fund of Warren County as
an agency fund of the District. Furthermore, the Warren County Area
Vocational Technical School which serves primarily the Warren County
School District is included in the general fund of the District.

2. Fund Accounting

The accounts of the Schocl District are maintained, and the
accempanying fund financial statements have been prepared on the
basis of accounting practices prescribed or permitted by the Manual
of Accounting and Related Financilal Procedures fcr Pennsylvanla
School Systems, issued by the Pennsylvania Department of Education
in accordance with fthe provisions of the School Laws of
Pennsylvania. These practices, as they apply to the Warren County
School District, are 1in conformity with accounting principles
generally accepted in the United States of America.

The financial ‘transactions of the District are recorded in
individual funds, each of which ig considered a separate accounting
entity. Fund accounting is designed to demonstrate legal compliance
and to aid management by segregating transactions related to
specific District functions or activities. Each fund is accounted
for by providing a separate set of self-balancing accounts that
comprise its assets, lilabilitles, reserves, fund eguity, revenues
and expenditures/expenses.
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Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

NOTE A -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The District reporits the fellowing major governmental funds:

General rund - The General Fund 1s the general operating fund of the
School District. It is used to account for all financial resources
except those required to be accounted for in another fund.

Capital Reserve Fund - The Capital Reserve Fund is used to account

for certain vepalirs and maintenance c¢f the District’s buildings and
facilities.

Capital Projects Fund ~ The Capital Projects Fund is used to account
for financial resources to be used for the acgquisition, construction
or repalr of capital faciiities (other than those financed by the
Froprietary Fund}. The District's capital projects fund consists of
the proceeds from the District's General Obligation Bonds, Series
of 2002, Series of 2003 and Series of 2004, which were lssued for

construction and improvements toe wvarious schools within the
District.

Debt Service Fund - The Debt Service Fund is used to account for the
pavment of principal and interest related to the various outstanding
General Cbhligation Bonds of the District.

The District reports the following major enterprise funds:

Food Service - The Food Service Fund is used to account for all
financial transactions related to the food service activities of the
District. Enterprise Funds are used to account for operaticns (a)
that are financed and coperated 1in a manner similar to private
business enterprises -~ where the intent of the governing body is
that the costs {expenses, including depreciatien) of providing goods
or services to the general public on a continuing basis be financed
or recovered primarily through user charges; or (b) where the
governing body has decided that pericdic determination of revenues
earned, expenses incurred, and/or net income 1is appropriate for
capital maintenance, public policy, management control,
accountability, or other purposes.

Additionally, the District repcrts the following fund tvpes:

Athletic fund - The Athletic Fund is & non-major governmental fund
used to account for all the financial activities of the athletic
organizations.

Fiduciary Funds - Fiduciary Funds are used teo account for assets
heid by the District in a trustee capacity or as an agent for

individuals, private organizations, other governments, and/cr other
=
funds.




NOTE A

Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

These 1include The Student Activities Funds, Trust PFunds and the
Districtfs Earned Income Tax Offlce, which are hoth classified as
Agency Funds as they are custodial in nature (assets eqgual
tiabilities}y and do not involve measurement of results of
operations.

3. Basis of Presentatien
Government-Wide Financial Statements

Thne statement of net assets and the statement of activities display
informatilion about the 3cheool District as a whole. These statements
include the financial activities of the primary government, &xcept
for fiduciary funds. Internal service fund activity is eliminated
to avoid overstatement of revenues and expenses. The statements

distinguish between governmental and business-type actlvities of the
District.

The government-wide financial statements are prepared using the
economic resources measurement focus. This is the same approach used
in the preparation of proprietary fund financial statements but
differs from the manner in which governmental fund financial
statements are prepared. Governmental fund financial statements
therefore include a reconciliation with brief explanaticns te better

identify the relationship between the government-wide statements and
the statements for governmental funds.

The government-wide statement of activities presents a comparison
between direct expenses and program revenues for each identifiable
activity of the business-type, and fer each functicon or program of
the governmental activities of the District. Direct expenses are
those that are specifically asscociated with a service, program or
department and are therefore clearly identifiable to a particular
function. Program revenues include amounts paid by the recipient of
goods or services offered Dby the program and grants and
contributions that are restricted to meeting the operational or
capital requirements of a particular program. All taxes and revenues

not classified as program revenues are presented as general revenues
of the District.

Fund Financial Statements

#und financial statements report detailed information about the
District, Their focus is on major funds rather than reporting funds
by type. EBach major governmental fund is presented in a separate
column, and all nonmajor funds are aggregated into one column.
Internal service funds are combined and the totals are presented in
a single column on the face of the proprietary fund statements.
#iduciary funds are reported by fund type.



NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -

Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

Continued

The accounting and financial reporting treatment applied toc a fund
is determined by 1ts measurement focus. All governmental
accounted for by using a flow of current financial resources
measurement focus. With this measurement focus, only current assets
and current liabilities generally are inciuded on the balance sheet.
Their reported fund balance {(net current assets) 1z considered a
measure of “available spendable resocurces.” Operating statements of
these funds. present ilncreases (revenues and other financing scurces)
and decreases (expenditures and other financing uses) in net current
assets. Accordingly, they are said to present a summary of sources
and uses of “availabkle spendable resources” during a period.

funds are

All proprietary funds are accounted for on a flew of economic
resources measurement focus. With this measurement focus, all assets
and all liabkilities {whether current or noncurrent} assoclated with
the operations of these funds are included on the balance sheet.
Proprietary fund operating statements present increases (revenues)
and decreases {expenses) in nel total assets.

4. Basis of Accounting

Pasis of accounting refers to when revenues and expenditures or
expenses are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of
the measurements made, regardiess of the measurement focus applied.
Government-wide financial statements are prepared using the accrual
hasis of accounting. The fund financial statements are prepared
using elther modified accrual for gevernmental funds or accrual
basis for proprietary and fiduciary funds.

Revenue resulting from exchange transactions 1s recorded on the
accrual basis when the exchange takes place. On a modified accrual
baslis, revenues are recognized in the accounting period when they
become both measurable and avallable. Available means collectible
within the current period or scon encugh thereafter to be used to
pay liabllities of the current fiscal year. The available perlocd of
the District is sixty days after vear end.

Nonexchange transactions, in which the District receives wvalue
without directly giving equal wvalue in return, include property
taxes, grants, entitlements and deonations. On the accrual bas:is,
revenue from property taxes 1s recognized in the fiscal year for
which the taxes are levied. Revenue from grants, entitlements and
donations is recognized in the fiscal year in which all eligibility
requirements have been met. On the modified accrual basis, revenue

frem nonexchange transactlons must also be avallable before il can
be recognized.
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NOTE

Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

In applying the susceptible to accrual concept under the modified
accrual basis, the following revenue sources are deemed both
measurable and available: property taxes available for advance,
investment earnings, tultion, grants and student fees.

The District reports deferred revenue cn its statement of net assets
and governmental funds balance sheet. In both government-wide and
governmental fund statements, taxes received that are “intended to
finance” a future pericd are reported as deferred revenue. In
subsegquent periods, the lisbility for deferred revenue is removed

from the statements of net assets and governmental funds balance
sheet and revenue is recognized.

On the accrual basis of accounting, expenses are recorded at the
time they are incurred. The measurement focus of governmental fund
accounting is on a flow of current financial resources. Expenditures
are generally recognized in the accounting period in which the
relatred fund liability is incurred except for (1) principal and
interest on long-term debt, which is recorded when due, and (2) the
costs related to compensated absences, which are reported as fund
liabilities in the period in which they will be liguidated with
available financial resocurces rather than in the period earned by
employees.

5. Property Taxes

The School District levies taxes on July 1 based on assessed values
established by Warren County. Taxes paid prior to October 1 are
eligible for a 2% discount, and subject tc a 10% penalty if paid
after November 30.

The District levied real estate taxes of $18,96Z2,056 on July 1, 2004
based on a gross assessed valuation of £435,2809, 332 at 43.5 mills.
Taxes are collectible through May 1 each year. Subsequent Lo that
date taxes are turned over to the Warren County Tax Claim Bureau and
the property i1s liened.

. Budgets and Budgetary Accounting

The School District follows these procedures in establishing the
pudgetary data reflected in the financial statements:

a. Pricr to May 31, the 3Superintendent submlts to the
School Board a proposed operating budget for the fiscal
yvear commencing the following July 1. The operating
pudget includes proposed expenditures and the means of
financing them.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

Continuead

b. Puklic hearings are conducted for twenty (20} days prior
to the date set for adoption.

. Prior teo June 30, the budget is legally enacted through
passage 0ol a resolution.

d. The budget 1z adopted on the modified accrual basis of
accounting.

e. Formal budgetary integration is employed as a management

contrel device during the vyear for the General Fund.
Formal budgetary integraticn i1s not employed by other
funds because effective budgetary control 1s alternatively
achieved through direct authorization by the School Board
or expenditures are all fixed in nature.

£. The Business Manager is authorized to transfer budgeted
amounts petween functional areas within the fund, but such
action shall be taken only during the last nine (2) months
of the fiscal year. Any revisions that alter the total
expenditures of the fund require School Board approval.

g. Unencumbered appropriations lapse at year end.

-
!

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and
other commitments for the expenditure of monies are recorded 1in
order to reserve that portion of the applicable appropriation, 1s
not emploved as an extension of formal budgetary integration.

8. Investments

Investments are reported at fair market value based on dguoted marketl
prices.

4. Inventory

This District’s inventory consists of donated and purchased food of
the Enterprise Fund. Purchased food is valued at cost while donated
commodities are presented at market value figures provided by the
federal government. The Enterprise Fund uses the consumption method

of inventory. Under this method, inventory 1s charged to
expenditures when used.



Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

10. Capital Assets and Depreciation

GCeneral capital assets are those assets not specifically related to
activitles reported in the proprietary funds. These assets are
reported in the government-wide statement of net assets but are not
reported in the fund financial statements. Capltal assets utilized
by the preprietary funds are repcrted on both statement types.

All capital assets are capitalized at cost (or estimated historical
cost) and updated for additions and retirements during the year. The
District defines capital assets as assets with an initial,
individual cost of $300 or more. Donated fixed assets are recorded
at their falr market value as of the date received. The District
does not possess any infrastructure.

All reported capltal assets, with the exception of land, are
depreciated. Depreclation is computed using the straight-line method
over the following useful lives:

Buildings & Improvements 20-40 vyears
Machinery & Eguipment 5-20 vyears
11. Interfund Transactions

Transfers betfween governmental and business-type activities on the
government-wide statements are reported in the same manner as
general revenues. Sales of goods and services between funds are
reported as revenues in the selier funds and as
expenses/expenditures in the purchaser funds. Flows of cash or goods
from one fund to another without a recuirement for repayment are
reported a2s interfund transfers. Interfund transfers are reported
as other financing sources/uses 1n governmental £unds and after
nonoperating revenues/expenses in proprietary funds.

On fund financial statements, advances between funds are accounted
for in the appropriate interfund receivable and payable accounts.
These advances are considered available and spendable resources and
currant opkligations o©f the respective funds. These amounts are
2liminated 3in the statement of net assets, except for amcunts due
between governmental and business-type activities, which are
presented as internal balances.

12. Compensated Absences

Unpaid sick and personal days accrue at a rate of $8.00 to $50.00
per day and are paid on separation from service. The entire
compensated absences liability is reported in the government-wide
financial statements.

28



Warren County School District
NOTES TC FINANCIAL STATEMENTS

June 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

For governmental funds, vested or accumulated vacation leave that
is expected to be liguidated with expendable available financial
resources is reported as an expenditure and a fund liability of the
appropriate fund. Amounts of vested or accumulated vacation leave
that are not expected to be liguidated with ezxpendable available
resources are not reported in the fund financial statements. Unpaild
compensated absences consist of $237,556 for unused vacation pay and
31,087,668 for accumulated sick pay.

13. Accrued Liabilities and Long-Term Debt

211 accrued liabilities and long-term debt are reported in the
government-wide financial statements as well as the proprietary fund
financial statements. For governmental fund financial statements,
the accrued liabilities are generally reported as a fund liability
if due for payment as of the balance sheet date regardiess of
whether they will be liguidated with current financial resources.
Long-term debt paid from governmental funds are not recognized as
a liability in the financial statements until due.

14. Concentration of Credit Risk

The District maintains various deposits presented on the balance
sheet as cash and investments with several local banks. The amounts
on deposit with certain banks exceed the $100,000 federally insured
limit. See Note B for further detaiil.

Also the District has amounts receivable arising from property tax
delinguencies and levies. These amounts are due from citizens of
Warren County, Pennsylvania and are, thus, subject To the econcmic
conditions of this geographical area.

15. FEstimates in Financial Statements

In preparing financial statements in conformity with accounting
principles generally accepted in the United States of America,
management makes estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the financial statements, as
well as the reported amounts of revenues and expenditures/expenses

during the reporting period. Actual results could differ from these
estimates.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Warren Ccounty Scheool District
NOTES TO FINANCIAL STATEMENTS

June 30, 2003

Continued

16. Pension Plan Descripitlon

The Warren County School District contributes to the Public School
Emplovees' Retirement System (the System), a Governmental cost-
sharing multiple-employer defined benefit pension plan. The System
provides retiremsnt and disability, legislative mandated ad hoc
cost-of-living adjustments, and healthcare insurance premium
assistance to qualifying annuitants. The Public School Employees’
Retirement Code (Act No. 96 of October 2, 1975, as amended) (24 PA.
C. 5. 8101-~8535) holds the authority te establish and amend benefit
provisions. The system issues a comprehensive annual financial
repoert that includes financial statements and reguired supplementary
information for the plan. A copy of the report may be obtained by
writing to Barbara D. Flurie, Cffice of Financial Management, Public

Scheol Employees' Retlrement System, PO Box 125, Barrisburg, PA
17108-0125.

Funding Policy

The contribution pelicy 1is established 1in the Public 3cheol
Emplovees' Retlrement Code and requires contributicns by active
members, emplovers, and the Commonwealth. Most active members
contribute at 5.25 or &.50 percent of the member's gualifying
compensation. Members jolning the system con or after July 22, 1983
contribute at 6.25 or 7.50 percent. Members Joining the system after
June 30, 2001 contribute at 7.50 percent. Contributions required of
employers are based upon an actuarial valuation. For fiscal vyear
ended June 30, 2005 the rate of employer contribution was 4.23
percent of covered payroll. The 4.23 percent rate 1s composed cf a
pension contribution rate of 4.00 percent for pension beneflts and
.23 percent for healthcare insurance premium assistance. The School
District's contributions to the system for the years ending June 30,
2005, 2004 and 2003 were 51,230,656, $1,169,582 and 3326,185,
respectively, egqual to the required contributions for each year.

NOTE B - NON-POOLED CASH AND INVESTMENTS

The District's cash and investments consist of deposits with
financial institutions and investments through ©brokers. The
PDistrict's investment policles are governed by state statute and
District policy. Permissible investments include United States
treasury bills and other federal instruments, time accounts or share
accounts of institutions insured by the Federal Deposit Insurance
Corporation, certificates of deposit to the extent such certificates
are secured by a proper bond or secured by such proper collateral.
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Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 20, 2005

NOTE B ~ NON-POOLED CASH AND INVESTMENTS - Continued

1. Deposits

Deposits are carried at cost. The carrying amount of deposits is
separately displayed on the balance sheet as "cash'. Deposits of the
District are classified into three categories to give an indication
of the level of risk assumed at vyear-end. Category 1 includes
deposits insured or collateralized which are held by the District
or its agent in the District's name. Category 2 inciudes deposits
collateralized with securities held by the trust department or agent
in the District's name. Category 3 includes un-collateralized
deposits and deposits collateralized with securitles held by the
trust department or agent but not in the District’s name. The year

end balances as categorized above are as follows:

Carrying Bank
Category Amcunt Balance
1 $ 300,000 $ 300,000
2 — —
3 8,848,471 $,9860,497
Total deposits 59,148 471 510,286,487

2. Investments

The District's investments are categorized below to give an
indication of the level of credit risk assumed at year end. Category
1 incliudes investments that are insured or registered or for which
the securities are held by the District or 1its agent in the
District's name. Category 2 includes uninsured and unregistered
investments for which the securities are held by the broker's or
dealer's trust department or agent 1n the District's name. Category
3 inciudes uninsured and unregistered investments for which the
securities are held by the broker or dealer, or by 1t's trust
department or agent but not in the District's name.

Category Cost Market
3 Baslis Value
PLIGIT/ARM money market 5 2,234,022 5 2,234,022 § 2,234,022

Various mutual funds 203,644 203,644 203,644

5 2,437,666 S 2,437,666 3. 2,437,666




Warren County School Bistrict
NOTES TO FINANCIAL ZTATEMENTS

June 30, 2005

NOTE B -~ NON-POOLED CASH AND INVESTMENTS - Continued

Summary of Deposits and Investments as reflected above 1s as

follows:
Deposits S 8,148,471
Investments 2,437, 666

811,586,137

The above balances are reported in the accompanving balance sheet
as fellows:

Governmental Business-Type Fiduclary
Activities Activities Funds Total
Cash S 9,984,182 § 899,220 $ 319,110 $10,402,512
Investments 341,169 - 847,456 1,183,625
§ 10,325,351 8 99,220 81,3161 566 511,586,137

NOTE C - TRXES RECEIVABLE

Taxes recsivable consist of the following at June 30, Z2005:

Government-
Wide Fund
Statements Statements
Delinguent real estate taxes s 2,720,381 52,720,381
Delinguent per capita 65, 390 65,390
Earned income tax 269,946 -
Realty transfer tax 28,747 28,747
Allowance for doubtful accounts { 100,027 -
S 2,584,437 2,814,518

In accordance with the modified accrual basis of accounting, the
above has been recognized as revenue oniy to the extent that they
are measurable and available. Accordingly, 52,223,182 of the
delinguent real estate taxes deemed not available as of June 30,
2005 has been recorded as deferred revenue on the governmental funds
balance sheet.
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Warren County School District
NCTES TO FINANCIAL STATEMENTS

June 30, 2005

NMOTE B ~ INTERFUND TRANSACTIONS

Tnterfund receivables and pavables on the fund statements at June
30, 2005 consist of the following:

Interfund Interfund
Recelvaple Pavahle
General fund S 277,247 S 643,948
Capital reserve fund 524,513 -
Athletic fund 1,509 -
Enterprise fund 117,925 277,246

3 921,154 S 921,194

Tnterfund transfers on the fund statements at June 30, 2005 comsist
of the following:

Transfer In Transfer Out
General PFund s - - & 3,732,270
Capital Reserve Fund 600,000 -
Debt Service Fund 2,343,390 -
Athletic Fund 783,296 -
Enterprise Fund 5,584 -

$ 3, 732,270 S 3,732,270

The purpose of the transfer from the General Fund Lo the Debt
Service Fund was to make principal and interest payments related to
the District’s outstanding General Obligation Bonds. The transfers
from the General Fund to the Athletic Fund, the Capital Reserve Fund
and the Enterprise Fund were made to fund activities and certain
repairs and maintenance of the District’s puildings and facilities.
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Warren County School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

MOTE E - CAPITAL ASSETS

A summary of capital assebt activity during the year follows:

Balance

Balance
June 30, June 30,
2004 Additions Deletions 2005
GCovernmental Activities
Land & Improvements $ 1,982,550 3 - 5 37,683 5 1,944,867
Buildings &
Improvements 38,022,156 - 832,515 37,089,641
Machinery &
Eguipment 18,661,657 1,167,194 455,678 19,373,173
Construction-In-

Progress 12,042,718 8,215,432 - 20,758,150
Total Capilital Assets 71,209,081 9,382,626 1,425,876 79,165,831
Less: Accumulated

Depreciation:
Site Improvements 1,136,058 31,941 31,162 1,136,897
Buildings &
Improvements 22,947,658 654, 684 727,045 22,875,297
Machinery &
Egquipment 11,194,834 1,533,790 434,289 12,294,395
Total Accumulated
Depreciation 35,278,610 2,220,415 1,162,436 36,306, 58%
Capital Assets, Net & 35 930,471 & 7,.1e2.,21% % 233,440 S 42,858 247
Business-Type Activities
Fguipment 5 837,969 5 12,166 8 - s 850,135
Less: Accumulated
Depreclation 635,643 24,982 - 660,620
Capital Assets, Net 5 202,326 (3 12,816) & - 3 189,510

NOTE F - QTHER CURRENT LIABILITIES
Other current liabilities on

of the following:

the statement of net assets consists

sccrued interest payable S 321,639
Current portion of compensated absences 337,937
Deferred grant revenue 4,066
Retirees prepaid health insurance 168,803
Schools’ holding acccounts { 3,463

S 828,882



NOTE

Warren County Schecol District
NMOTES TO FINANCIAL STATEMENTS

June 30, 2005

G — NONCURRENT LIABILITIES
1. General Obligation Bonds

The General Obligation Bonds consist of the following as of June 30,
2005:

Series of 2001

The Series of 2001 bonds were issued on September 1, 2001 in the
amount of $7,765,000. The bonds mature serially at various amounts
through September 1, 2013 and bear interest ranging from 2.50% to
4.35%. The net proceseds after payment of underwriter fees and other
issuance costs were deposited in an irrevocable trust with an escrow
agent to provide for all future debt service payments on the Series
of 1996. As a result, the Series of 19%6¢ is considered to be

defeased and the liabkility has been removed from the financial
statements.

Series of 20602

The Series of 2002 bonds were issued on November 15, 2002 in the
amount of 510,000,000, The bonds mature serially at various amounts
through September 1, 2017 and bear interest ranging from 1.6% to
4.1%. Thesze bonds were issued to provide resources Ifor various

construction and improvement projects at variocus schools in the
District.

Series of 2003

The Series of 2003 bonds were issued on June 15, 2003 in the amount
of $10,000,000. The bonds mature serially at various amounts through
September 1, 2023 and bear interest ranging from 2.00% to 4.15%.
These bonds were issued to provide resocurces for wvarious

construction and improvement projects at various schools in the
District.

Series of 2004

The Series of 2004 bonds were issued on April 15, 2004 in the amount
of $7,930,000. The bonds mature serially at various amounts through
Movember 15, 2018 and bear interest ranging from 2.00% tce 3.75%.
These bonds were issued to provide resources to refund the Series
of 1998 beonds and for the acquisition and installation of technology
equipment at various District facllities.



Warren County School Digtrict
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

NOTE G - NONCURRENT LIABILITIES - Continued
2. Lease Obligations

The District leases 1its office space under

annually and is expected to do so in future vears.

a lease agreement
expiring in 2005. The District has the option of renewing the lease

The terms of the

lease call for annual rental payments of $1 and monthly utility

charges of $8,565.

The changes in noncurrent liabilities for the year ended June 30,

2005 consist of the following:

BRalance at

Balance at Due in
June 30, June 30, One
2004 Increases Decreases 2009 Yeax
General Obligation
Bonds, Series of
2001 5 6,860,000 S - $ 585,000 5 6,275,000 & 585,000
Z2G02 10,060,000 - 340,000 9,660,000 620, c00
2003 10,000,000 - 170, G000 9,830,000 395,000
2004 7,930,000 - 120,000 7,820,000 455,000
34,780,000 - 1,215,000 33,575,000 2,065,000
Compensated
Absences
Sick pay 1,043,936 127,482 113,750 1,057,668 100,381
Vacation pay 268,508 300,896 331,848 237,556 237,556
1,312,444 428,378 445,598 1,285,224 337,937
36,102,444 428,378 1,660,598 34,870,224 2,402,937

Less: Current
Portion 1,743,953 658,984 -

2,402,937

Total Noncurrent
Liabilities $34,358,49] {5 230,606) S5 1,660,598

532,467,287




Warren County 3School District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

NOTE G - NCONCURRENT LIABILITIES - Continued

The following 1s a summary of future debt service reguirements to
maturity for General Obligation Bonds:

Principal Interest Total
June 30,

2006 $ 2,065,000 $ 1,073,663 53,138,663
2007 2,215,000 1,024,047 3,238,047
2008 2,260,000 969, 310 3,229,310
2009 2,325,000 909, 544 3,234,544
2010 2,380,000 847,369 3,222,369
Thereafter 22,330,000 4,311,809 26,641,809

$33,575,000 S 9,130,742 S 42 705,742

NOTE H - DESIGNATED FUND BALANCE
The School District has designated $1,247,871 of its unreserved fund
balance at June 30, 2005. The purpose of the designation is to

provide for resources available in the general fund budget for the
yvear ended June 30, 2006.

NOTE I -~ CHANGES IN AGENCY FUNDS

The changes in agency funds consist of the following:

Balance at Balance at
June 30, June 30,
2084 increases Decreases 2005
Tax Collection
Fund 5 930,793 S 7,942,856 S 8,075,739 g 797,910
Student Activity .
Funds 147,878 546,243 556,377 137,744

5 1,078,671 $ 8,485,099 $ 8,622,116 5 930,604

NOTE J - POST-EMPLOYMENT BENEFITS

The District has adeopted a policy to continue payments toward the
cost of hospital, medical and major medical insurance for retired
employees until they attain age 65 at the contribution rates in
effect for such employees.



Warren County Scheol District
NOTES TO FINANCIAL STATEMENTS

June 30, 2005

NOTE J -~ POST-EMPLOYMENT BENEFITS - Continued

Effective July 1, 1993, for those who retire from the District on
or after July 1, 19%3 at the age of 51 or clder with 30 vyears of
service, at least 10 of which were with the Professional Bargaining
Unit, the Board will pay toward their hospital, medical and major
medical insurance an amount equal to 100% of the rate in effect on
July 1, 1993 from the time of the employee's retirement until such
employes shall reach age 5.

When the current retirement window permitting full retirement at 30
years of service closed on July 1, 1997, the age 51 provisiocn
reverted to age 55.

The District will fund these costs on a pay-as—-you-goe basis and
include a provislon for these costs In each year’s annual budget.
The total future cost to the District 1s estimated to be $4,288,880.
The total amount paid for post-retirement benefits for the year
endaed June 30, 2005 was 5874,294.

NOTE K - RIBSK MANAGEMENT

The Schocl District is exposed to varicus risks of loss related to
torts, theft of, damage to, and destruction of assets, errcrs and
omissions, and injuries to employees for which the District
purchases commercial insurance. Settled claims have not exceeded
insurance coverage 1n any of the past three years. There were no
significant reductions in coverage comparsd to prior years.

NOTE L ~ CONTINGENT LIABILITIES AND COMMITMENTS

The School District participates in both state and federally
assisted grant programs. These programs are subiject to program
compliance audits by the grantors or their representatives. The
District is potentially liable for any expenditure which may be
disallowed pursuant to the terms of these grant programs. The
amount, if any, of expenditures which may be disallowed by the
grantors cannot be determined at this time, although the District
believes such amounts to be immaterial.

The School District has executed contracts for variocus constructien
projects. The balance due on uncompleted contracts as of June 30,
2005 is 51,063,627,
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ACCRUED/ ACCRUED/

TOTAL (DEFERRED) {(DEFERRED)

GRANT RECEIVED REVENUE REVENUE REVENUE

AMOUNT FOR THE YEAR AT 7/1/04 RECOGNIZED EXPENDITURES AT 6/30/05
$906,214.00 $0.00 ($90,343.97) $137,025.50 $137,925.50 $47,581.53
$485,508.00 $80,000.00 ($101,779.36) $290,146.71 $290,146.71 $108,367.35
$80,000.00 ($192,123.33} $428,072.21 $428,072.21 $155,048.88
$1,058,640.00 $705,760,00 $0.00 $826,640.99 $826,640.99 $120,880.99
$1,073,571.00 $428,687.88 $178,499.48 $250,188.40 $250,188.40 $0.00
$1,134,447.88 $178,499.48 $1,076,829.39 $1,076,829.39 $120,880.99
$37,855.00 $22,713.03 $0.00 $37,855.00 $37,855.00 $15,141.97
$48,310.00 $16,103.30 ($555.67) $16,658.97 $16,658.97 $0.00
$38,816.33 ($555.67) $54,513.97 $54,513.97 $15,141.97
$174,254.00 $151,019.93 $0.00 $155,028.59 $155,028.59 $4,008.66
$25,319.00 $13,503.49 $13,503.49 $0.00 $0.00 $0.00
$164,523.42 $13,503.49 $155,028.59 $155,028.59 $4,008.66
$96,083.00 $96,083.00 $0.00 $96,065.83 $96,065.83 ($17.17)
$94,258.00 ($1,369.00) ($19.00) ($1,350.00) {$1,350.00) $0.00
$94,714.00 ($19.00} $94,715.83 £04,715.83 ($17.17)
$365,115.00 $243,410.00 $0.00 $265,300.45 $265,300.45 $21,890.45
$370,351.00 $123,450.30 $69,597.11 $53,853.19 $53,853.19 $0.00
$366,860.30 $69,597.11 $319,153.64 $319,153.64 $21,890.45
$35,106.00 $35,106.00 $0.00 $35,106.00 $35,106.00 $0.00
$36,665.00 $0.00 ($2,804.50) $2,804.50 $2,804.50 $0.00
$35,106.00 ($2,804.50) $37,910.50 $37,910.50 $0.00
$35,000.00 $2,692.31 $0.00 $31,390.00 $31,390.00 $28,697.69
£2,602.31 $0.60 $31,390.00 $31,390.00 $28,697.69
$1,917,160.24 $66,097.58 $2,197,614.13 $2,197,614.13 $346,551.47
$1,259,801.00 F $1,259,801.00 $0.00 $1,259,801.00 $1,259,801.00 $0.00
$1,259,801.00 $0.00 $1,259,801.00 $1,259,801.00 $0.00
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ACCRUED/ ACCRUED/
TOTAL {(DEFERRED) [(DEFERRED)
GRANT RECEIVED REVEKUE REVENUE REVENUE

AMOUNT FOR THE YEAR AT 7/1/04 RECOGNIZED EXPENDITURES AT 6/30/05
$4,000.00 F $3,736.86 83,756.86 $0.00 $0.00 $0.00
$3,756.86 $3,756.86 $0.00 $0.00 $0.00
$1,263,557.86 $3,756.86 $1,259,801.00 $1,259,801.00 $0.00
N/A $514,150.13 $0.00 $532,691.43 $532,691.43 $18,541.30
N/A 3 $48,679.64 $0.00 $50,449.12 $50,449.12 $1,769.48
N/A $131,898.40 $0.00 $137,924.70 $137,924.70 $6,026.30
N/A S $10,770.20 $0.00 $11,264.60 $11,264.60 $494 .40
$705,498.37 $0.00 $732,329.85 $732,329.85 $26,831.48
$59,449.84) $0.00 ($61,713.72} ($61,713.72} ($2,263.88)
$646,048.53 $0.00 $670,616.13 $670,616.13 $24,567.60
N/A F $89,200.54 ($19,706.00) $77,066.12 $77,066.12 ($31,840.42)
$735,249.07 ($19,706.00) $747,682.25 $747,682.25 ($7,272.82)
$300,000.00 F $475,487.00 $475,487.00 $24,513.00 $24,513.00 $24,513.00
$475,487.00 $475,487.00 $24,513.00 $24,513.00 $24,513.00
$829411.70 F $829,411.70 $0.00 $829,411.70 $829,411.70 $0.00
$2,040,147.77 $455,781.00 $1,601,606.95 $1,601,606.95 $17,240.18
$5,220,865.87 $525,635.44 $5,059,022.08 $5,059,022.08 $363,791.65




WARREN COUNTY SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended June 30, 2005

NOTE A - SIGNIFICANT ACCOUNTING POLICIES
The accompanying schedule of expenditures of federal awards is a summary of the activity of the

District's federal award programs presented on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America.

NOTE B - NATIONAL SCHOOL LUNCH PROGRAM

Expenditures for the National School Lunch program include $61,713.72 of expenditures related to
state monies.

NOTE C - MEDICAL ASSISTANCE - ACCESS

The confirmation from PDE included $200,000.00 paid to the District under CFDA #93.778 for

medical assistance-access under project # 044-007459, which in accordance with a directive
from PDE has not been included on the District's schedule of expenditures of federal awards.

NOTE D - IDENTIFICATION OF 50% RULE (25% FOR LOW RISK AUDITEES)

Total expenditures $  5,059,022.08
less state expenditures -

Total Federal Financial Assistance $ _ 5,059,022.08

Programs selected for testing:

Title | 84.010 $ 1,076,829.39
Schools and Roads Cluster
Schools and Roads - Grants to States  10.665 829,411.70

$  1,906,241.09

%, of Totat Federal Financial Assistance A7.7%




REPORT ON INTERNAL CONTROL OVER FINANCTIAI, REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PEREQRMED IN ACCORDANCE WITH
GOVEENMENT AUDITING STANDARDS

Members of the School Board
Warren County School District

We have audited the financial statements of governmental activities, the
business-type activities, each major fund, and the aggregate remaining
fund infermation of Warren County School District, Warren, Pennsylvanla
as of and for the year ended June 30, 2005, and have 1ssued our report
thereon dated October 14, 2005. We conducted cur audit in accordance with
auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Covernment

Auditing Standards, issued by the Comptroller General of the United
Sstates.

Internal Control Over Financial Reporting

In pvlanning and performing our audit, we considered Warren County School
Digtrict's internal contrel over financial reporting in order to
determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. Our consideration of the
internal control over financial reporting would not necessarily disclose
all matters in the iaternal control over financial reporting that might
be material weaknesses. A material weakness is a condition 1n which the
design or operation of one or more c¢f the internal control components
does not reduce to a relatively low level the risk that misstatements
caused by errors or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing
thelr assigned functions. We noted no matters involving the internal

control over financial reporting and its operation that we consider to
be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Warren County
School District's financial statements are free of material misstatement,
we performed tests of its compliance with certain provisions of laws,
regulaticns, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not
express such an opinicon. The results of our tests disclosed no instances

of noncompliance that are required to be reported under Government
Auditing Standards.
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This report is intended solely for the information and use of the audit
committee, management, others within the organization and federal
awarding agencies and pass-—through entities and 1s not intended to be and
should not be used by anyone other than these specified parties.

Iéni‘, )jf;;‘w Mﬂ,}m‘ﬁy, e

October 14, 2005
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REPQRT ON COMPLIANCE WITH REQUIREMENTS APPLICARLE TO BEACH
MAJOR PROGRAM AND INTERNAT CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMEB CIRCULAR A-133

Members of the Schocl Boaxrd
Warren County Scheool District

Compliance

We have audited the compliance of Warren County School District, Warren,
Pennsylvania with the types of compliance requirements described in the
7. 5. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to its major federal programs for the year
ended June 30, 2005. Warren County School District's maior federal
programs are identified in the summary of auditors' results section of
the accompanying schedule of findings and questloned costs. Compliance
with the reguirements of laws, regulations, contracts and grants
applicable to its major federal programs is the responsibility of Warren
County School District's management. Our responsibility is to express an
opinion on Warren County School District's compliance based on cur audit

We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of Statres, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 reguire that we
plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance reguirements referred tTo above
that could have a direct and material effect on a major federal program
ccocurred. An audit includes examining, on 2 test basis, evidence about
Warren County School District's compliance with those requirements and
verforming such other procedures as we considered necessary in  the
circumstances. We believe that our audit provides a reasonable basls for
our opinion. Cur audit does not provide a legal determination of Warren
County School District's compliance with those reguirements.

In our opinion, Warren County School District complied, in all material
respects, with the requirements referred to above that are applicable to
its major federal programs for the year ended June 30, 2005.

Internal Control Over Compliance

The management of Wdrren, County School District is responsible for
establishing and maintaining effective internal control over complliance
with requirements of laws, regulatlons, contracts and grants applicable
to federal programs. In planning and performing our audit, we consldered
WarLen County School District's internal control over compliance with
requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to Test and report

on internal control over compllance 1n accordance with OMB Cilrcular A-
133.



Our consideration of internal control over compliance wourld not
necessarily disclose all matters in the internal contrcl that might be
material weaknesses. A material weakness 1s a conditlon in which the
design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that noncompliance
with applicable requirements of laws, regulations, contracts and grants
caused by errors or fraud that would be material in relation to a major
federal program being audited may occur and not be detected within a
timely period by employess in the normal course of performing their
assigned functions. We noted ne matters involving the internal control
over complilance and its operaticon that we c¢onsider to be material
weaknesses.

This report is intended solely for the information and use of the audit
committee, management, others within the organization and federal

awarding agencies and pass-through entities and is net intended to be and
should not be used by anyone other than these specified parties.

Rot. My ilois = ,J,,.;..Z%, I

October 14,2005
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Warren County School District
SCHEDULE OF FINDINGS AND QUESTIONED COST

For the Year Fnded June 30, 2005

Summarv of Auditors' Results:

Financial Statements

1 Type of auditors' report issued: ungualified
2. Internal control over financial reporting:
Material weakness(es) identified? yes_ % no

Reportable condition(s) identified
that are not considered to be

material weaknesses? yes_ A none
3. Noncompliance material to financial
statements noted? ves A no

Federal Awards

o

Tnternal control over major programs:

Material weakness{es) ldentified? yves X no

Reportable conditien{s) identifled
that are not considered to be

material weaknesses? ves_ X none
2. Type of auditors’ report issued
on compliance for major programs: ungualified
3. Any audit findings disclosed that are
regquired to be reperied in accordance
with section 51C(a) of Clrcular A-1337 ves__ X no
4. Identification ¢f major programs:
CFDA Nunmber NMame of Federal Program
84.010 Title I
10.665 Schools and Roads Cluster
Schools and Reoads - Grants to States
5. Dollar threshcld used to distinguish
between type A and Lype B programs: £300, 000
6. Auditee gualified as low-risk auditee? X Ves no

Audit Findings:

The audit resulted in no current findings
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Warren County School District
EXTT CONFERENCE

June 30, 2005

An exit conference was held on December 8, 2005. In attendance were:

Darin R. A. Schulz, Business Administrator
Warren County School District

John W. Orlando, CPA, Manager
Root, Spitznas and Smiley, Inc.

A draft of the audit report for the Warren County 3chool District,
Warren, Pennsylvania, for the vyear ended June 30, 2005 was reviewed.
Special attention was devoted to reviewing the wvarious reports on
internal controls and reports on compliance.
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Copies

L

ot

List of Report bhistribution

Commonwealth of Pennsylvania

Office of the Budget/Bureau c¢f Budits
303 Walnut Street

Bell Tewer - Strawberry Sguare

6th Floor

Harrisburg, Pennsylvania 17101

Northwest Pennsylvania Training Partnership
P.0O. Box 1

Highway 322 East

Franklin, Pennsylvania 16323

Northwest Tri-County Intermediate Unit
252 Waterford Street
Edinboro, Pennsylvania 16412

Warren County Courthouse
Prothonotary's Office
Warren, Pennsylvania 16365

Federal Audit Clearinghouse
Bureau of Census

1201 East 10th Street
Jeffersonville, Indiana 4713Z2

Attn: U.S. Department of Education Submission
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