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Independent Auditors’ Report

To the Board of School Directors
Neshaminy School District
Langhorne, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the Neshaminy School
District as of and for the year ended June 30, 2015, and the related notes to the financial statements,
which collectively comprise the Neshaminy School District's basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the 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 as evaluating the overall presentation of the
financial statements.

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

-3- Certified Public Accountants and Business Consultants



To the Board of School Directors
Neshaminy School District
Langhorne, Pennsylvania

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund
and the aggregate remaining fund information of the Neshaminy School District as of June 30, 2015,
and the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of
America (GAAP).

Emphasis of Matter

As discussed in Note P to the financial statements, for the year ended June 30, 2015, the Neshaminy
School District adopted new accounting guidance, implementing Governmental Accounting Standards
Board Statement No. 68, Accounting and Financial Reporting for Pensions — An Amendment of GASB
Statement No. 27. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 6 through 17, budgetary comparison information on
pages 55 and 56, schedule of the school district’'s proportionate share of the net pension liability on
page 57, schedule of the school district contributions on page 58 and postemployment benefits other
than pension funding progress on page 59 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 no express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Neshaminy School District's basic financial statements. The supplementary
information listed in the table of contents and the schedule of expenditures of federal and certain state
awards, as required by the U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, are presented for purposes of additional analysis
and are not a required part of the basic financial statements.



To the Board of School Directors
Neshaminy School District
Langhorne, Pennsylvania

The supplementary information and the schedule of expenditures of federal and certain state 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 audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the supplementary information and
the schedule of expenditures of federal and certain state awards are fairly stated in all material respects
in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 9,
2016 on our consideration of the Neshaminy School District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the Neshaminy School District’s internal control over financial reporting and compliance.

Tty LLF

Oaks, Pennsylvania
February 9, 2016
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NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

The discussion and analysis of the Neshaminy School District’'s financial performance provides an
overall review of the School District’s financial activities for the fiscal year ended June 30, 2015. The
intent of this discussion and analysis is to look at the School District’s financial performance as a whole,
by providing additional information that is not provided in the government-wide financial statements.
Please read it in conjunction with the basic financial statements and single audit report.

FINANCIAL HIGHLIGHTS

. The School District’s liabilities and deferred inflows exceeded assets and deferred
outflows by $150.0 million at the close of the most recent fiscal year.

. Overall revenues were $168.4 million, $2.9 million less than expenses.

o Student enroliment continues to moderately decline.

. The increase in the Other Postemployment Benefits (OPEB) obligation for the year was
$400,126.

OVERVIEW OF THE FINANCIAL STATEMENTS

The accompanying financial statements have been prepared in accordance with Governmental
Accounting Standards Board (GASB) Statement Number 34 and present government-wide financial
statements, fund financial statements, and notes to the basic financial statements, using both the
accrual and modified accrual basis of accounting, respectively.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the School District’s finances, in a manner similar to a private-sector business.

The Statement of Net Position reports assets, deferred outflows, liabilities and deferred inflows for the
entire School District (governmental activities and business-type activities). Net position is the
difference between assets plus deferred outflows of resources and liabilities plus deferred inflows of
resources. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the School District is improving or deteriorating.

The Statement of Activities reports the School District's expenses, revenues, depreciation and other
changes in net position during the year. This report focuses on the net cost of individual functions with
reconciliation between the beginning net position and the ending net position.



NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

Fund Financial Statements

A fund is a group of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The School District's funds can be divided into three
categories: Governmental Funds, Proprietary Funds and Fiduciary Funds.

Governmental Funds. Governmental Funds are used to account for essentially the
same functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, Governmental
Fund financial statements focus on how cash and other financial assets can readily be
converted to cash flow in and out and the balances left at year-end that are available for
spending. Such information may be useful in evaluating the government’s short-term
financing requirements. Because this information does not encompass the additional
long-term focus of the School District-wide statements, additional information to explain
the relationship (or differences) between them can be found in the reconciliation
statements.

The Balance Sheet - Governmental Funds reports assets, deferred outflows, liabilities,
deferred inflows and fund balance of the General Fund and Capital Projects Fund.

The Reconciliation of Total Governmental Funds Balances to Net Position of
Governmental Activities explains the differences in Governmental Funds balances
reported on the Balance Sheet - Governmental Funds and the total net position reported
on the Statement of Net Position.

The Statement of Revenues, Expenditures and Changes in Fund Balances -
Governmental Funds reports the revenues, expenditures and changes in fund balance
for the General Fund and Capital Projects Fund.

The Reconciliation of the Governmental Funds Statement of Revenues, Expenditures
and Changes in Fund Balances to the Statement of Activities provides a reconciliation of
the changes in fund balances reported on the Statement of Revenues, Expenditures and
Changes in Fund Balances to the changes in net position as reported on the Statement
of Activities.

Proprietary Funds. Proprietary Funds are used to account for activities that are similar
to those often found in the private sector. The District maintains one Proprietary Fund
Type, which is an Enterprise Fund, for food service. The Enterprise Fund is used to
account for the School District’'s operations that are financed and operated in a manner
similar to private business enterprises. The cost of providing goods or services to the
students on a continuing basis is financed or recovered primarily through user charges
or cost reimbursement plans. The Food Service Fund accounts for the revenues, food
purchases and other costs and expenses of providing meals to students during the
school year. This fund is reported as a major fund.

The Statement of Net Position - Proprietary Fund reports assets, liabilities and net
position for the Food Service Fund.



NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

The Statement of Revenues, Expenses and Changes in Net Position - Proprietary Fund
reports the revenues, expenses and changes in net position for the Food Service Fund.

The Statement of Cash Flows - Proprietary Fund reports the inflows and outflows of
cash during the fiscal year for the Food Service Fund.

. Fiduciary Funds. Fiduciary Funds are used to account for resources held for the
benefit of parties outside the governmental entity. Fiduciary Funds are not reflected in
the government-wide financial statements because the District cannot use these funds to
finance its operations. The School District uses an Activity Fund to account for
resources held for student activities in the middle schools and high school and a Trust
Fund to account for the receipts and disbursement of monies contributed to the School
District for scholarships and memorials.

The Statement of Fiduciary Net Position - Fiduciary Funds reports assets and liabilities
for the School District’s student activity accounts and scholarship accounts.

The Statement of Changes in Fiduciary Net Position - Fiduciary Funds reports changes
in net position for the School District’s scholarship accounts.

Notes to the Basic Financial Statements

The notes provide additional information that is essential for a full understanding of the data provided in
the government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As of June 30, 2015, the School District had total assets and deferred outflows of $270.0 million with
7.7% of these assets being in cash and cash equivalents (or $20.8 million), 30.9% (or $83.5 million)
being in investments and 45.3% (or $122.3 million) being in the net value of land, buildings, furniture
and equipment and construction in progress. The remaining 16.1% is attributed to the $13.1 million in
receivables and $28.1 million deferred outflow related to the pensions. Changes in the capital assets
include additions of $11,821,308 and retirement of assets of $702,140.

As of June 30, 2015, the School District had total liabilities and deferred inflows of $420.0 million with
35.3% (or $148.2 million) being in bonds payable, 1.3% (or $5.3 million) being in accumulated
compensated absences, 1.1% (or $4.7 million) being in accounts payable, 0.3% (or $1.1 million) being
in accrued interest and 1.4% (or $5.7 million) being in accrued salaries and benefits. The net pension
liability incurred as a result of adopting GASB 68 was $229.3 million. The principal paid for debt service
during the year was $33.1 million.

The resulting ($150.0) million in net position includes unrestricted net position of ($246.5) million and
$36.1 million in net investment in capital assets. There was an increase in net investment in capital
assets of 59.7% and a decrease in unrestricted net position of 934.4%. This results in an overall
decrease in net position of 339.0%.



NESHAMINY SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

YEAR ENDED JUNE 30, 2015

Statement of Net Position

Assets and deferred outflows:
Governmental activities:
Other assets and deferred outflows
Capital assets
Total governmental assets and deferred outflows
Business-type activities:
Other assets and deferred outflows
Capital assets
Total business-type assets and deferred outflows
Total assets and deferred outflows:
Other assets and deferred outflows
Capital assets
Total assets and deferred outflows

Liabilities and deferred inflows:
Governmental activities:
Other liabilities and deferred inflows
Long-term liabilities
Total governmental liabilities and deferred inflows
Business-type activities:
Other liabilities and deferred inflows
Unearned revenue
Long-term liabilities
Total business-type liabilities and deferred inflows
Total liabilities and deferred inflows:
Other liabilities and deferred inflows
Long-term liabilities
Total liabilities and deferred inflows

Net Position:
Governmental activities:
Net investment in capital assets
Restricted for capital projects
Unrestricted net position
Total governmental net position
Business-type activities:
Net investment in capital assets
Unrestricted net position
Total business-type net position
Total net position:
Net investment in capital assets
Restricted for capital projects
Unrestricted net position

Total net position

Government-Wide Activities

2015 2014
$ 146,749,450 66,231,532
122,089,745 116,207,519
268,839,195 182,439,051
893,259 642,436
239,538 274,338
1,132,797 916,774
147,642,709 66,873,968
122,329,283 116,481,857
269,971,992 183,355,825
29,509,448 14,260,543
386,099,087 105,970,429
415,608,535 120,230,972
323,466 331,699
29,725 26,777
4,059,000 -
4,412,191 358,476
29,862,639 14,619,019
390,158,087 105,970,429
420,020,726 120,589,448
35,834,108 22,309,249
60,372,287 10,640,529
(242,975,735) 29,258,301
(146,769,340) 62,208,079
239,538 274,338
(3,518,932) 283,960
(3,279,394) 558,298
36,073,646 22,583,587
60,372,287 10,640,529
(246,494,667) 29,542,261
$  (150,048,734) 62,766,377

Total Change
2014-2015

$ 80,517,918
5,882,226
86,400,144

250,823
(34,800)
216,023

80,768,741
5,847,426
86,616,167

15,248,905
280,128,658
295,377,563

(8,233)
2,948
4,059,000
4,053,715

15,243,620
284,187,658
299,431,278

13,524,859

49,731,758
(272,234,036)
(208,977,419)

(34,800)
(3,802,892)
(3,837,692)

13,490,059
49,731,758

(276,036,928)

s_(12815.111)



NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

As seen in the changes in net position chart below, the School District’s total revenues increased by
$976,985, which included a governmental activities increase of $1,033,954 and a business-type
activities decrease of $56,969. The School District’s total expenses increased by $12,908,370 which
consisted of a governmental activities increase of $12,848,222 and a business-type activities increase
of $60,148. This resulted in a decrease in total net position of $212,815,111 which included a decrease
in governmental activities of $208,977,419 and a decrease in business-type activities of $3,837,692.

The largest decrease in general revenues was from the sale of capital assets. The sale of capital
assets decreased by $1,820,130, due to the sale of Dwight D Eisenhower Elementary School in 2013-
2014. There were no buildings sold in 2014-2015.

The largest increase in expenses was in regular instruction. This increased by $8,653,267 (13.6%) due
to the increase in salaries and benefits due to full-day kindergarten.

Changes in Net Position

Government-Wide Activities Total Change
2015 2014 2014-2015
Revenues:
Program revenues:
Gowvernmental activities:
Charges for senices $ 405,799 $ 651,199 $ (245,400)
Operating grants and contributions 28,963,423 26,082,866 2,880,557
Business-type activities:
Charges for senices 1,829,098 1,978,780 (149,682)
Operating grants and contributions 1,499,159 1,406,446 92,713
General revenues:
Governmental activities:
Property taxes 122,152,038 122,338,401 (186,363)
Unrestricted grants and contributions 12,445,972 12,445,948 24
Gain on sale of capital assets 4,826 1,824,956 (1,820,130)
Investment earnings 509,282 148,988 360,294
Miscellaneous 570,439 525,467 44,972
Total governmental activities revenues forward 165,051,779 164,017,825 1,033,954
Total business-type activities revenues forward 3,328,257 3,385,226 (56,969)
Total forward 168,380,036 167,403,051 976,985
Expenses:
Governmental activities:
Instruction:
Regular 72,244,232 63,590,965 8,653,267
Special 33,090,484 33,161,328 (70,844)
Vocational 7,836,192 7,228,008 608,184
Other 1,038,147 906,745 131,402
Subotal forward $ 114,209,055 $ 104,887,046 $ 9,322,009

-10 -



NESHAMINY SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

YEAR ENDED JUNE 30, 2015

Revenues:
Total governmental activities revenues forwarded
Total business-type activities revenues forwarded

Total forwarded

Expenses:
Governmental activities:
Subotal forwarded
Support services:
Pupil
Instructional staff
Administration
Pupil health
Business
Operation and maintenance of plant
Pupil transportation
Central
Other
Operation of non-instructional services:
Student activities
Community services
Interest on long-term debt
Total governmental actitivites expenses
Total business-type activities - food service
Total expenses

Net revenue (expense)
Governmental activities
Business-type activities
Total of revenues over expenses

Net position - beginning:
Governmental activities, restated
Business-type activities, restated

Total net position - beginning

Net position - ending:
Governmental activities

Business-type activities

Total net position - ending

Government-Wide Activities

Total Change

-11 -

2015 2014 2014-2015
165,051,779  $ 164,017,825 $ 1,033,954
3,328,257 3,385,226 (56,969)
168,380,036 167,403,051 976,985
114,209,055 104,887,046 9,322,009
6,526,161 5,945,641 580,520
3,659,953 3,324,070 335,883
9,031,081 8,445,662 585,419
1,730,332 1,576,082 154,250
1,583,802 1,504,701 79,101
12,331,782 12,519,214 (187,432)
7,976,520 7,241,112 735,408
3,128,703 2,877,870 250,833
109,029 107,990 1,039
1,676,745 1,497,325 179,420
445,123 512,628 (67,505)
5,468,912 4,589,635 879,277
167,877,198 155,028,976 12,848,222
3,451,949 3,391,801 60,148
171,329,147 158,420,777 12,908,370
(2,825,419) 8,988,849 (11,814,268)
(123,692) (8,575) (117,117)
(2,949,111) 8,982,274 (11,931,385)
(143,943,921) 53,219,230 (197,163,151)
(3,155,702) 564,873 (3,720,575)
(147,099,623) 53,784,103 (200,883,726)
(146,769,340) 62,208,079 (208,977,419)
(3,279,394) 558,298 (3,837,692)
$ (150,048,734) 62,766,377  $

(212,815,111)



NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

As noted earlier, the School District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds

Governmental Funds report the differences between their assets, deferred outflows, liabilities and
deferred inflows as fund balance, which is reported as five components: Nonspendable, Restricted,
Committed, Assigned and Unassigned. Nonspendable Fund Balance cannot be spent either because it
is not in a spendable form or because it is legally or contractually required to be maintained intact.
Restricted Fund Balance is amounts that can be spent only for specific purposes because of state or
federal laws or externally imposed conditions by grantors or creditors. Committed Fund Balance is
amounts that can be used only for specific purposes determined by a formal action by the Board of
School Directors. This includes the budget reserve account. Assigned Fund Balance is amounts that
are intended to be used for a specific purpose, as expressed by the Board of School Directors or by an
official or body to which the Board of School Directors delegates the Authority. Unassigned Fund
Balance is all amounts not included in other spendable classifications.

Fund balance in the Balance Sheet - Governmental Funds is the difference between revenue and
expenditures at the end of the year, combined with the fund balance from the beginning of the year.
Fund balance in the General Fund is summarized below.

June 30,

2015 2014 Difference
Fund balance:
Nonspendable $ 374,656 $ 226,995 $ 147,661
Committed 12,000,000 12,000,000 -
Assigned 12,222,448 8,073,858 4,148,590
Unassigned 17,129,174 17,592,540 (463,366)
Total fund balance $ 41,726,278 $ 37,893,393 $ 3,832,885

For the year ended June 30, 2015, the fund balance increased $3,832,885 from the prior year’s
balance. The increase in fund balance is primarily attributable to a favorable variance of budget to
actual results in the following categories: Salaries, benefits, and purchased property services. Non-
emergency spending of expenditures were frozen in February 2015, which helped control the fund
balance.

The fund balance in the Capital Projects Fund increased by $49,731,758. This was due to the bond
issue received for the new elementary school construction project and the guaranteed energy savings
agreement (GESA). This increased total assets by $49,524,866. The Capital Projects Fund balance is
restricted for use with the capital projects only.

-12 -



NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

Proprietary Fund

The Proprietary Fund is an Enterprise Fund (Food Service Fund) that accounts for the revenues, food
purchases and other costs and expenses of providing meals to students during the school year. This
fund is reported as a major fund.

Fund net position in the Statement of Net Position - Proprietary Fund is the difference between assets
and liabilities at the end of the year. Total net position is summarized below.

June 30,
2015 2014 Difference

Fund net position:

Total assets and deferred outflows $ 1,523,093 $ 922,667 $ 600,426
Total liabilities and deferred inflows 4,802,487 364,369 4,438,118
Net investment in capital assets 239,538 274,338 (34,800)
Unrestricted (3,518,932) 283,960 (3,802,892)
Total net position $ (3,279,394) $ 558,298 $ (3,837,692)

As of June 30, 2015, the Food Service Fund had ($3,279,394) in net position. The decrease of
$3,837,692 was due to a decrease of unrestricted net position of $3,802,892 and a decrease of net
investment in capital assets of $34,800.

The food service revenues in 2014-2015 were 7.6% less than the previous year. Some of the major
decreases were the value of donated commodities, subsidies-federal lunch and student sales. These
decreases were offset by increases in special functions and FICA & Retirement subsidy.

The expenses in 2014-2015 were 1.8% greater than the previous year. Some of the major increases
were in payroll expense, equipment repairs & maintenance, and supplies expense. These increases
were offset by decreases in food costs, donated commodities, and retirement expense.

Fiduciary Funds

The Fiduciary Funds consist of the Private-Purpose Trust Funds and the Activity Fund. The Trust Fund
accounts are the receipts and disbursement of monies contributed to the District for scholarships and
memorials. The balance for 2014-2015 was $98,975, which was $32,790 greater than the previous
year due to an increase in investments. The Activity Funds are used for the Student Activity Fund
accounts for student activities in the high school and middle schools.

-13 -



NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

General Fund Budgetary Highlights

Variances between the original 2014-2015 budget and the final year-end budget were due to transfers
done throughout the year and federal, state and local grants. The grant budgets are increased as
grants are awarded. These are not expected to have a significant effect on future services or liquidity.

The final revenue budget was $1,086,263 over the original budget. This was due to $1,086,263 in
grants awarded during the fiscal year. The positive variance of actual revenues with the final budget of
$857,831 is primarily the result of real estate transfer tax and delinquent real estate tax.

The increase of $1,086,263 in the final expenditure budget over the original budget is due to additional
expenditures budgeted to take advantage of additional funding from the state grants awarded during
the fiscal year. The positive variance of actual expenditures with the final budget of $10,481,599 is
primarily the result of the following factors: Savings of salaries and benefits $6,550,990; purchased
professional and technical services $347,645; purchased property services $407,368; other purchased
services $681,601; general supplies $658,856; and other objects $1,566,092.

Transfers

There was a transfer from the General Fund to the Capital Projects Fund of $1,307,000 to fund future
capital projects.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The School District’s property, plant and equipment with useful lives of more than one year are stated
at historical cost and comprehensively reported in the government-wide financial statements.
Proprietary Fund capital assets are also reported in their fund financial statements.

For the year ended 2015, the School District had $122,089,745 in capital assets, less depreciation.
The additions and retirements, less depreciation, were $(1,725,501) and construction in progress was
$7,607,727. For the year ended 2015, food service had $239,538 in capital assets, less depreciation.
More detailed information about capital assets can be found in Note F to the financial statements.

Capital Assets
(Net of Accumulated Depreciation)

Governmental Activities Total Change

2015 2014 2014-2015
Land and improvements $ 4,207,505 $ 4,207,505 $ -
Buildings and building improvements 99,418,789 101,910,313 (2,491,524)
Furniture and equipment 10,477,305 9,711,282 766,023
Construction in progress 7,986,146 378,419 7,607,727
Total capital assets $ 122,089,745 $ 116,207,519 $ 5,882,226
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NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

Business-Type Activities Total Change
2015 2014 2014-2015
Furniture and equipment $ 239,538 $ 274,338 $ (34,800)

Debt Administration

In the government-wide and Proprietary Fund financial statements, outstanding debt is reported as
liabilities.

For the year ended 2015, the School District had $138,835,000 in general obligation bonds, of which
$3,015,000 is due within one year. Additional information on the School District's bonds payable can
be found in Note H to the basic financial statements.

Bonds Payable

Governmental Activities Total Change
2015 2014 2014-2015

Series of 2006 $ 34,300,000 $ 66,305,000 $ (32,005,000)
Series B of 2007 8,755,000 8,755,000 -
Series of 2012 9,395,000 9,560,000 (165,000)
Series of 2013 5,835,000 6,800,000 (965,000)
Series A of 2015 28,780,000 - 28,780,000
Series B of 2015 51,770,000 - 51,770,000
Total bonds payable $ 138,835,000 $ 91,420,000 $ 47,415,000

MAJOR FINANCIAL ISSUES

Most of the major financial issues addressed by the School District during the past year were a
continuation of annual or ongoing events that began in the prior year. Among these events are
inadequate state funding and stagnant enroliment.

Inadequate State Funding

The Governor’'s 2013-2014 budget for the Commonwealth of Pennsylvania kept the basic education
funding relatively flat. The funds were distributed based on a base cost amount and adjustments for
poverty, school district size, geographic costs and English language learners.

The state had a slight increase of the 2013-2014 school year allocations for special education funding.

The state’s share of instruction expenditures has dropped from 54.2% in 1971-72 to 32.4% in 2013-
2014.

0 1971-72 54.2% o 1991-92 40.3%
o 1987-88 43.2% o 2013-14 32.4%
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NESHAMINY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

Declining Enrollment

Unlike many of our surrounding school districts, Neshaminy School District has very little land available
for future development. Without the influx of students caused by residential development, Neshaminy
has been experiencing only the natural changes in demographics. These changes in demographics
are caused by the aging of our community and by a change in the number of children per household.

According to projections made by School District officials and also by the Pennsylvania Department of
Education, the School District can expect a slight decline and stagnant enrollment over the next few
years. There was a slight increase in enrollment in the 2014-15 school year due to full-day
kindergarten.

o 2008-2009 8,839 o 2012-2013 8,517
) 2009-2010 8,687 ) 2013-2014 8,356
0 2010-2011 8,680 0 2014-2015 8,942
o 2011-2012 8,568 o 2015-2016 8,795

Comprehensive Plan

The School District has developed a Comprehensive Plan, which was formerly known as the Strategic
Plan. The Comprehensive Plan was mandated by the State as a requirement of every district to have a
system in place to monitor our Academic Standards and Assessment. This is a visionary roadmap for
the district and the planning includes the community stakeholders.

The Neshaminy community is committed to implementing the following goals:

o Student Achievement — Curriculum and Instruction
- We will establish a district system that fully ensures consistent implementation of
standards aligned curricula across all schools for all students and effective
instructional practices across all classrooms in each school.

. Student Centered and Community Focused
- We will establish a district system that fully ensures barriers to student learning are
addressed in order to increase student achievement and graduation rates.

. Financial Responsibility and Fiscal Resiliency
- We will establish a system that fully ensures the district's resources effectively
address instructional priorities aligned with the district’s vision and mission.

Labor Relations

The professional staff of the Neshaminy School District is represented by the Neshaminy Federation of
Teachers, an affiliation of the Pennsylvania Federation of Teachers. This group has the responsibility
of bargaining for these employees. The School District and Neshaminy Federation of Teachers settled
the contract in June 2013, and this will be in effect through June 2015.

The support staff of the Neshaminy School District is represented by the Neshaminy Educational
Support Personnel Association, an affiliation of the Pennsylvania State Educational Support Personnel
Association. The contract ended on June 30, 2014, and the School District and Neshaminy
Educational Support Personnel Association settled on a new contract that will be in effect through
June 30, 2018.
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FUTURE PROSPECTS

Mission Statement

The District is dedicated to empowering students to become accountable, creative, self-aware, and
productive citizens who utilize the knowledge, the skills, the social consciousness, and the desire for
continuous learning. Our Neshaminy community has a proud tradition of integrating its people, its
programs, and its resources.

In order to carry out the mission and objectives of the School District, the Board, administration and
public are continually exploring new and improved vehicles by which the School District will be the
BEST in providing for the educational needs of its students. The School District is constantly designing
methods to maintain our educational excellence while cutting unnecessary spending on those items or
services, which will not ultimately benefit the student. Internal controls and constant monitoring of
procedures and policies help to ensure the best educational environment for any student here at
Neshaminy. Not only is the School District searching for increases in funding, as are all school districts,
but we are searching for innovative alternatives to the funding of a school district. Some avenues
which the School District is currently exploring are the use of Parent Teacher Organizations,
sponsorship from private corporations and donated services to the school district for a variety of
educational needs. We will continue to investigate alternatives as well as tax reform to lessen the
burden of increases in real estate taxes in subsequent years on the average homeowner in the School
District.

The Neshaminy Board of School Directors, administration and the public are committed to meeting the

challenges of the present and future conditions to establish the “best education possible” while
maintaining fiscal responsibility to the taxpayers.
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NESHAMINY SCHOOL DISTRICT

STATEMENT OF NET POSITION
JUNE 30, 2015

ASSETS

Cash and cash equivalents

Investments

Taxes receivable, net

Internal balances

Due from other governments

Other receivables, net

Inventories

Prepaid expenses

Capital assets
Land and site improvements
Buildings and building improvements
Furniture and equipment
Construction in progress
Accumulated depreciation

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources, pension activity
Deferred amount on refunding

TOTAL DEFERRED OUTFLOWS
OF RESOURCES

LIABILITIES
Accounts payable
Accrued salaries and benefits
Accrued interest
Due to other governments
Unearned revenue
Other current liabilities
Self-insurance liability
Long-term liabilities
Portion due or payable within one year
Bonds payable
Compensated absences
Portion due or payable after one year
Bonds payable
Compensated absences
Net pension liability
Other postemployment benefits
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources, pension activity

NET POSITION
Net investment in capital assets
Restricted for standard fund balance reserves,
capital projects
Unrestricted
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