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| NDEPENDENT AUDI TORS' REPCRT

To the Board O ficers and Menbers
Penn Manor School District
Ml lersville, Pennsylvania

W have audited the general purpose financial statenments of the Penn Manor School

District as of and for the year ended June 30, 2002, as Ilisted in the table of
contents. These general purpose financial statenents are the responsibility of the
School District's managenent. Qur responsibility is to express an opinion on these

general purpose financial statenments based on our audit.

We conducted our audit in accordance w th auditing standards generally accepted

in the United States of Anmerica and Governnment Auditing Standards, issued by the
Comptroller GCeneral of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the general purpose
financial statenments are free of material msstatenent. An audit includes exam ning,
on a test basis, evidence supporting the anobunts and disclosures in the financial
statenents. An  audit also includes assessing the accounting principles used and
significant estimates made by managenent, as well as evaluating the overall financial
statenent presentation. W believe that our audit provides a reasonable basis for our
opi ni on.

In our opinion, the general purpose financial statements referred to above
present fairly, in all material respects, the financial position of Penn Manor School
District at June 30, 2002 and the results of its operations and cash flows of its
proprietary and simlar trust fund types for the year then ended in conformty wth
accounting principles generally accepted in the United States of Anerica.

In accordance with Governnment Auditing Standards, we have also issued our report
dated Septenber 26, 2002 on our consideration of Penn Mnor School District's internal
control over financial reporting and our tests of its conpliance with certain
provisions of laws, regulations, contracts, and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and shoul d
be read in conjunction with this report in considering the results of our audit.

Qur audit was performed for the purpose of forning an opinion on the general

purpose financial statenments of Penn Mnor School District taken as a whole. The
schedule on pages 30 & 31 is presented for purposes of additional analysis and is not
a required part of the general purpose financial statenents. The acconpanying Schedul e
of Expenditures of Federal Awards is presented for purposes of additi onal analysis

as required by the US Ofice of Mnagenent and Budget Grcular A-133, Audits of
States, local Governnents, and Non-Profit Organizations, and is also not a required

part of the general purpose financial statenents. Such information has been subjected
to the auditing procedures applied in the audit of the general purpose financial
statenents and, in our opinion, is fairly stated, in all material respects, in relation

to the general purpose financial statements taken as a whol e.

’
Sept enber 26, 2002 TRAUT, éBERSO_E ;\ §F, LLP

Lancast er, Pennsyl vani a Certified Public Accountants




Penn Manor School District
COMVBI NED BALANCE SHEET - ALL FUND TYPES and ACCOUNT GROUPS
June 30, 2002

Gover nnental Fund Types

Speci al Capi t al Debt
Gener al Revenue Projects Servi ce
Fund Fund Fund Fund
ASSETS
Cash and Cash Equival ents 1,221, 876 153 3,071
I nvest nent s 9,707,978 1,570, 634 9, 384, 018 34, 660
Taxes Receivabl e 1, 836, 922
Due from O her Funds 85, 384 200, 914
Due from G her Governnents 1,417,523
O her Recei vabl es 109, 627
I nventories
Land and Site |nprovenents
Bui | di ngs and Bui | di ng | nprovenents
Machi nery and Equi pnent
Accurul at ed Depreci ation
Amount Avail able in Debt Service Fund
Amount to be Provided for Retirenent
of General Long- Term Debt
Anmount to be Provided for Conpensated Absences
Amount to be Provided for Early Retirenent
I ncentive
TOTAL ASSETS 14, 379, 310 1,771,701 9, 387, 089 34, 660
LI ABI LI TI ES
Due to Ot her Funds 3, 254 200, 914
Account s Payabl e 1, 326, 925 114, 154 50, 000
Accrued Sal aries and Benefits 3, 255, 429
Def erred Revenues 794, 094
OQther Current Liabilities 257,908 390
Bonds and Notes Payabl e 25, 000
Accurul at ed Conpensat ed Absences
Early Retirenent Incentive Payable
Lease Purchase Cbligations
TOTAL LIABILITIES 5,379, 702 372,062 250, 914 25, 390
FUND EQUI TY
Investment in General Fixed Assets
Unreserved Retained Earnings
Fund Bal ance:
Specific Reserves 9, 270
Unreserved - Undesignated 8, 999, 608 1, 399, 639 9, 136, 175
TOTAL FUND EQUI TY 8, 999, 608 1, 399, 639 9,136, 175 9, 270
TOTAL LIABILITIES and
FUND EQUI TY 14, 379, 310 1,771,701 9, 387, 089 34, 660




Proprietary

Fi duci ary

Fund Types Fund Types Account Groups

Gener al Gener al Total s
Enterpri se Trust Agency Fi xed Long- Term (Menor andum

Fund Fund Fund Asset s Debt nly)
10, 167 169 1, 235, 436
70,722 68, 454 85, 269 20,921, 735
1, 836, 922
3,254 289, 552
1,417,523
1,912 88 111, 627
62, 672 62, 672
1, 429, 306 1, 429, 306
76, 377, 956 76,377, 956
49, 885 3,674,473 3,724,358
(19, 635) (19, 635)
9, 270 9, 270
57, 760, 631 57, 760, 631
77,138 77,138
1,129, 670 1,129, 670
178, 977 68, 454 85, 526 81, 481, 735 58, 976, 709 166, 364, 161
85, 384 289, 552
9, 654 1,157 1,501, 890
3, 255, 429
31, 526 825, 620
84, 369 342, 667
57,732, 645 57, 757, 645
77,138 77,138
1,129, 670 1,129, 670
37, 256 37, 256
126, 564 - 85, 526 - 58, 976, 709 65, 216, 867
81, 481, 735 81, 481, 735
52,413 52,413
68, 454 77,724
19, 535, 422
52,413 68, 454 - 81, 481, 735 - 101, 147, 294
178, 977 68, 454 85, 526 81, 481, 735 58, 976, 709 166, 364, 161




Penn Manor School District

COMBI NED STATEMENT of REVENUES, EXPENDI TURES, and CHANGES in FUND BALANCES -

ALL GOVERNMENTAL FUND TYPES and EXPENDABLE TRUST FUNDS

Year ended June 30, 2002

Fi duci ary
Gover nnental Fund Types Fund Types
Speci al Capi t al Debt Expendabl e Total s
Gener al Revenue Projects Servi ce Trust (Menor andum
Fund Fund Fund Fund Funds Only)
REVENUES and OTHER FI NANCI NG SOURCES
Revenues:
Local Sources:
Real Estate Taxes 24,299, 218 24,299, 218
O her Taxes 4,067,536 4,067,536
I nvest ment | ncone 527,378 71, 540 226, 065 4,714 552 830, 249
O her Revenues 429, 469 56, 885 3, 300 489, 654
Total Local Sources 29, 323, 601 128, 425 226, 065 4,714 3, 852 29, 686, 657
St ate Sources 14, 367, 927 14, 367, 927
Federal Sources 480, 723 480, 723
O her Financing Sources:
Bond Proceeds 4,940, 549 4,940, 549
Ref undi ng Bond Proceeds 4,302, 438 4,302, 438
Interfund Transfers 108, 307 6, 889, 268 6, 997, 575
Sal e of Equi prent and Supplies 900 900
Total Revenues and O her Financing Sources 44,281, 458 128, 425 5,166, 614 11, 196, 420 3,852 60, 776, 769
EXPENDI TURES and OTHER FI NANCI NG USES
Expendi t ur es:
I nstruction 23,719, 631 23,719, 631
Support Services 11, 487, 403 11, 487, 403
Operation of Noninstructional Services 698, 051 105, 867 4,550 808, 468
Capital CQutlay 80, 422 4,194,071 64, 601 4,339, 094
Debt Servi ce:
I nterest 111, 957 2,184,549 2,296, 506
Pri nci pal 8,173 8, 970, 000 8,978,173
Refunds of Prior Years' Receipts 192, 126 192, 126
O her Financing Uses:
Bond | ssue Costs and Bank Fees 36, 092 33,052 69, 144
Note |ssue Costs and Bank Fees 178 178
Debt Service Fund Transfers 6, 884, 496 6, 884, 496
Student Activity Fund Transfers 10, 177 10, 177
Fund Transfers 113, 079 113, 079
Total Expenditures and & her Financing Uses 43,192, 436 4,299, 938 213, 950 11, 187, 601 4,550 58, 898, 475
REVENUES and OTHER FI NANCI NG SOURCES OVER ((UNDER)
EXPENDI TURES and OTHER FI NANCI NG USES 1, 089, 022 (4,171, 513) 4,952, 664 8, 819 (698) 1,878, 294
FUND BALANCE - July 1, 2001 7,910, 586 5,571, 152 4,183,511 451 25,170 17, 690, 870
FUND BALANCE - June 30, 2002 8, 999, 608 1, 399, 639 9, 136, 175 9, 270 24,472 19, 569, 164

See notes to financial statenents.




Penn Manor School District
STATEMENT of REVENUES, EXPENDI TURES, and CHANGES in FUND BALANCE
BUDGET and ACTUAL - GENERAL FUND
Year ended June 30, 2002

Vari ance
Favor abl e
Budget Act ual (\Unf avor abl e)
REVENUES and OTHER FI NANCI NG SOURCES
Revenues:
Local Sources:
Real Estate Taxes 23,971, 432 24, 299, 218 327,786
O her Taxes 3,684,535 4,067, 536 383, 001
| nvest nent | ncone 836, 975 527, 378 (309, 597)
O her Revenues 454, 885 429, 469 (25, 416)
Total Local Sources 28,947, 827 29, 323, 601 375,774
State Sources 14,961, 624 14, 367, 927 (593, 697)
Feder al Sources 427, 764 480, 723 52, 959
O her Financing Sources:
Fund Transfers 32,654 108, 307 75, 653
Sal e of Equi pnent and Supplies 900 900
Total Revenues and O her
Fi nanci ng Sour ces 44, 369, 869 44,281, 458 (88, 411)
EXPENDI TURES and OTHER FI NANCI NG USES
Expendi t ures:
I nstruction:
Regul ar Prograns -
El ement ary/ Secondary 18, 143, 327 18, 143, 327 -
Speci al Prograns -
El ement ary/ Secondary 3,161, 662 3,161, 662 -
Vocat i onal Education Progranms 2,045, 252 2,045, 252 -
O her Instruction Prograns -
El ement ary/ Secondary 369, 390 369, 390 -
Total |nstruction 23,719, 631 23,719, 631 -
Support Services:
Pupi | Personnel 1,270,837 # 1, 270, 837 -
Instructional Staff 730,319 # 730, 319 -
Adni ni stration 2,730,782 # 2,730,782 -
Pupi | Health 422,009 # 422, 009 -
Busi ness 525,530 # 525, 530 -
Qper ati on and Mai nt enance of
Pl ant Servi ces 3,102,529 # 3,102, 529 -
Student Transportation Services 2,236,112 # 2,236,112 -
Centr al 50,946 # 50, 946 -
O her Support Services 418,339 # 418, 339 -
Tot al Support Services 11, 487, 403 11, 487, 403 -

See notes to financial statenents.




Penn Manor School District
STATEMENT of REVENUES, EXPENDI TURES, and CHANGES i n FUND BALANCE
BUDGET and ACTUAL - GENERAL FUND
(Conti nued)
Year ended June 30, 2002

Vari ance
Favor abl e
Budget Act ual (\Unf avor abl e)
EXPENDI TURES and OTHER FI NANCI NG USES
(Conti nued)
Expendi tures: (Conti nued)
Operation of Noninstructional Services:
Student Activities 697, 871 697, 871 -
Conmunity Services 180 180 -
Total Qperation of
Noni nstructi onal Services 698, 051 698, 051 -
Capital Qutlay:
Exi sting Buil ding | nmprovenent
Servi ces 80, 422 80, 422 -
Debt Servi ce:
| nt er est 111, 957 111, 957 -
Pri nci pal 8,173 8,173 -
Ref unds of Prior Years' Receipts 192, 126 192, 126 -
Total Debt Service 312, 256 312, 256 -
O her Financing Uses:
Debt Service Fund Transfers 6, 884, 496 6, 884, 496 -
Fund Transfers 1,530,517 # 10, 177 1, 520, 340
Total O her Financing Uses 8, 415, 013 6, 894, 673 1, 520, 340
Total Expenditures and G her
Fi nanci ng Uses 44,712,776 43,192, 436 1, 520, 340
REVENUES and OTHER FI NANCI NG
SQURCES OVER ((UNDER) EXPENDI TURES
and OTHER FI NANCI NG USES (342, 907) 1, 089, 022 1,431, 929
FUND BALANCE - July 1, 2001 7,910,586
FUND BALANCE - June 30, 2002 8,999, 608

See notes to financial statenents.



Penn Manor

School District

COVBI NED STATEMENT of REVENUES, EXPENSES, and CHANGES in

RETAI NED EARNI NGS/ FUND BALANCE - ALL PROPRI ETARY FUND TYPES

and NONEXPENDABLE TRUST FUNDS

Year

ended June 30, 2002

OPERATI NG REVENUES

Local Sources:
Food Service Revenue
Ear ni ngs on | nvestnments
O her Operating Revenue

Total perating Revenues

OPERATI NG EXPENSES

Personal Services - Salaries

Per sonal Services - Enpl oyee
Benefits

Suppl i es

Depreci ation

O her Obj ects/ Awar ds

Total Qperating Expenses

Qperating I ncone (Loss)

NONGCPERATI NG REVENUES

Ear ni ngs on | nvestnments
State Subsi dy Revenue
Federal Subsidy Revenue

Tot al Nonoperating Revenues

Proprietary Fi duci ary Fund

NET | NCOVE

RETAI NED EARNI NGS/
FUND BALANCE - July 1, 2001

RETAI NED EARNI NGS/
FUND BALANCE - June 30, 2002

See notes to financial statenents.

Fund Types Type

Nonexpendabl e Total s
Enterpri se Tr ust (Menor andum

Fund Funds Only)
1, 244, 505 1, 244, 505
1,179 1,179
80, 632 300 80, 932
1, 325, 137 1,479 1,326, 616
538, 915 538, 915
144, 703 144,703
1, 081, 003 1, 081, 003
3,982 3,982
37,103 1,228 38,331
1, 805, 706 1,228 1, 806, 934
(480, 569) 251 (480, 318)
3,185 3,185
88, 509 88, 509
370, 034 370, 034
461, 728 - 461, 728
(18, 841) 251 (18, 590)
71, 254 43,731 114, 985

52, 413 43,982

96, 395



Penn Manor School

District

COVBI NED STATEMENT of CASH FLOWS -

ALL PROPRI ETARY FUND TYPES

and NONEXPENDABLE TRUST FUNDS

Year ended June 30, 2002

CASH FLOWS from OPERATI NG ACTI VI Tl ES

Cash
Cash
Cash
Cash
Cash

Received from Users

Recei ved from Earni ngs on | nvestnents
Payments to Enpl oyees for Services

Payments to Suppliers for Goods and Services
Payments for Other Operating Expenses

Net Cash Provided (Used) by Operating Activities

CASH FLOWS from NONCAPI TAL FI NANCI NG ACTI VI Tl ES

St at e Sources
Federal Sources

Net Cash Provi ded By Noncapital

Financing Activities

CASH FLOWS from CAPI TAL and RELATED FI NANCI NG ACTI VI TI ES

Facilities Acquisition, Construction, and | nprovenent

CASH FLOWS from | NVESTI NG ACTI VI Tl ES

Earni ngs on | nvestnents
Purchase of |nvestnent Securities
W thdrawal s from I nvestment Pools

Net Cash Provided (Used) by Investing Activities

NET (DECREASE) in CASH and CASH EQUI VALENTS

CASH and CASH EQUI VALENTS - Begi nning of Year

CASH and CASH EQUI VALENTS - End of Year

Reconciliation of Net Operating Revenue (Expenses)

Provi ded by Operating Activities:

Qperating I ncome (Loss)

Adj ustments to Reconcile Operating |ncone (Loss)

Provi ded by Operating Activities:

Depreci ation

(I'ncrease) in Accounts Receivable

Decrease in Inventories

Increase in Accounts Payable

Increase in Accrued Sal ari es/ Benefits
(Decrease) in Payroll Deductions/Wthhol di ngs
Increase in Gther Current Liabilities

Total Adjustnents

Cash Provided (Used) by Operating Activities

See notes to financial statenents.

to Net

to Net

Proprietary Fi duci ary
Fund Types Fund Type
Nonexpendabl e Total s
Enterprise Trust (Menor andum
Fund Funds Only)
1, 325, 423 300 1,325,723
1,179 1,179
(533, 388) (533, 388)
(1,318, 390) (1,318, 390)
(1,228) (1,228)
(526, 355) 251 (526, 104)
88, 386 88, 386
366, 295 366, 295
454, 681 - 454, 681
(4, 205) - (4, 205)
3,185 3,185
(1, 479) (1, 479)
30, 086 1,228 31, 314
33,271 (251) 33, 020
(42, 608) - (42, 608)
52,775 - 52,775
10, 167 - 10, 167
(480, 569) 251 (480, 318)
3,982 3,982
(378) (378)
7,695 7,695
4, 899 4, 899
5,527 5,527
(68, 175) (68, 175)
664 664
(45, 786) - (45, 786)
(526, 355) 251 (526, 104)




NOTE 1 -

Penn Manor School District
NOTES to FI NANCI AL _STATEMENTS

Summary of Significant Accounting Policies

Penn  Manor School District, located in Lancaster County, Pennsyl vani a,
provides a full range of educational services appropriate to grade Ilevels
ki ndergarten through twelfth to students living in Conestoga Township, Manor

Township, Martic Township, the Borough of Mllersville, and Pequea Township.
These include regular, advanced acadenmic, and vocational education prograns,
and speci al education programs for gifted and physically and nentally
chal  enged children. The governing body of the School District is a board

of nine school directors who are each elected for a four-year term
daily operation and nanagenent of the School District is carried out by
adm nistrative staff of the School D strict, headed by the Superintendent

Schools who is appointed by the board of School Directors. The School

District is conprised of seven elenentary schools, two mddle schools,
one hi gh school, serving approximately 5,294 students.

The accounting policies of Penn Manor School District conform with
accounting principles generally accepted in the United States of Anerica as
applicable to governnental wunits. The following is a sumary of the School

District's significant accounting policies:

Reporting Entity

Consistent with guidance contained in Statenent No. 14 of the Governnental

Accounting Standards Board (GASB), The Financi al Reporting Entity,

criteria used by the School District to evaluate the possible inclusion of

related entities (Authorities, Boards, GCouncils, and so forth) wthin
reporting entity are financi al accountability and t he nature

significance of the relationship. In determining financial accountability

in a given case, the School District reviews the applicability of
followi ng criteria:

The School District is financially accountable for:
1. Oganizations that nake up its legal entity.

2. Legally separate organizations if School District officials appoint

voting majority of the organization's governing body and the School

District is able to inpose its will on the organization or if there

a potential for the organization to provide specific financial

benefits to, or inpose specific burdens on, the School District
defined bel ow.

| mpose its WII - If the School District can significantly influence
the prograns, projects, or activities of, or the Ilevel of services

perfornmed or provided by, the organization.

Financial Benefit or Burden - If the School District (1) is entitled

to the organization's resources or (2) is legally obligated or
otherwise assumed the obligation to finance the deficits of,

provide support to, the organization or (3) is obligated in sone

manner for the debt of the organization.

3. Oganizations that are fiscally dependent on the School District.

Fi scal dependency is established if the organization is unable

adopt its own budget, levy taxes or set rates or charges, or issue

bonded debt w thout the approval of the School District.

-9 -



Penn Manor School District
NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Based on the foregoing criteria, no additional entities are included in the
acconpanyi ng general purpose financial statenents.

Joi nt Ventures

Lancaster County Career and Technol ogy Center (LCCTQ
The School District is one of sixteen nenber school districts of the

Lancaster County Career and Technology Center (LCCTC). LCCTC provides
vocational -technical training and education to participating students of
the nenber districts. LCCTC is controlled and governed by the Career and
Technol ogy Board for Lancaster County, which is conposed of school board
nenbers of all the nenber districts. No nmenber school district exercises
specific control over the fiscal policies or operations of LCCTC The
LCCTC is not reported as part of the School District’s reporting entity.
The School District’s share of annual operating costs for LCCTC
fluctuates, based upon the percentage of enrollnment of each nenber school
district. The School District’'s financial obligation to LCCTC for the
year ended June 30, 2002 was $889,675 which has been reported in the
School District’s General Fund. Conpl ete  general purpose financial

statenents for LCCTC can be obtained from the Admnistrative Ofice at
1730 Hans Herr Drive, P.O Box 527, WIllow Street, PA 17584.

Lancaster County Vocational Technical School Authority
The School District is also a nenber of the Lancaster County Vocational

Techni cal School Authority (Authority). In 1968, the Authority entered
into an agreement wth the nenber school districts and the Lancaster
County  Career and Technology Center to acquire land and construct
buildings to provide the facilities for the operation of LCCTC In 1995,

the Authority entered into an additional agreenent wth the sane parties
to provide funding for the upgrading and nodernization of the LCCTC

facilities. The School District has an ongoing financial responsibility
to the Authority for a portion of the debt obligation relating to these
i nprovenents. The balance of the School District’s share of this
obligation at June 30, 2002 is $986, 100. The School District's |ease
paynent to the Authority for the year ended June 30, 2002 was $150,520
which has been reported in the School District's General Fund. Conpl ete

general purpose financial statements for the Authority can be obtained
from the Admnistrative Ofice at 1730 Hans Herr Drive, P. O Box 527,
WIllow Street, PA 17584.

Lancaster-Lebanon Joint Authority
The School District is a nenber in the Lancaster-Lebanon Joint Authority

(Authority). The Authority was incorporated on February 14, 1980 under
the Minicipality Authorities Act of 1945, Act of WMy 2, 1945 P. L. 382,
as anended by the Boards of School Directors of the 22 school
districts located in Lancaster and Lebanon counties. The school districts
established the Authority for t he pur poses of acquiring, hol di ng,
constructing, i mprovi ng, nmai nt ai ni ng, operati ng, owni ng and/ or | easi ng
projects for public school purposes and for the purposes of the Lancaster-
Lebanon Internediate Unit No. 13. The Authority is not reported as part
of the School District's reporting entity. The School District did not
have any financial transactions with the Authority during the vyear ended
June 30, 2002. Conpl ete general purpose financial statenents for the

Authority can be obtained from the Admnistrative Ofice at 1110
Enterpri se Road, East Petersburg, PA 17520.
- 10 -



Penn Manor School District
NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Joint Ventures (Continued)

Lancaster-lLebanon Internediate Unit (LLIU)
The LLIU Board of Directors consists of 22 nmenbers from
constituent school districts. The LLIU Board nenbers are school

board nenbers, who are elected by the public, and are appointed
LLIU Board by the nenber school districts' Boards of Directors.
Manor School District is responsible for appointing one of these nenbers.

The LLIU Board has decision-making authority, the power to

nmanagenent, the ability to significantly influence operations, and prinmary

accountability for fiscal natters. Penn Manor School District
with the LLIU for special education services for School District
The anobunt paid for these services and various other support
during the year ended June 30, 2002 was approximtely $872,487.

financi al information for LLIU can be obtained from the Admnistrative

Ofice at 1110 Enterpri se Road, East Petersburg, PA 17520.

Basis of Presentation - Fund Accounting and Measurenent Focus

The accounts of the School District are organized on the basis of
account groups, each of which is considered a separate accounting
The operations of each fund are accounted for with a separate set

bal ancing accounts conprising each fund's assets, liabilities, fund
revenues, and expenditures or expenses. The funds are grouped
types in three categories. Account groups are a reporting
account for certain assets and liabilities of the governnental
recorded directly in those funds. Following is a description of

funds and

types and account groups used by the School District in the acconmpanying

financial statenents.

Governmental Fund Types - Governnental funds are used to account

School District's expendable financial resources and related liabilities
(except those accounted for in proprietary funds). The neasurenent

is upon determnation of changes in financial position. The followi ng are

the School District's governmental fund types:

General Fund - The GCeneral Fund is the principal operating fund of

School District. It is wused to account for all financial
except those required to be accounted for in another fund.

Speci al Revenue Funds - These funds are wused to account

pr oceeds of specific revenue sour ces t hat are restricted

expenditures for specified purposes. These funds include the
Reserve Fund and the Athletic Fund.

Capital Projects Fund - This fund is wused to account for

resources related to general fixed asset acquisitions, construction,
and inprovenents. This fund includes the 1996 G O Bond Construction

Fund.



Penn Manor School District
NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Basis of Presentation - Fund Accounting and Measurenent Focus
(Conti nued)

Governnment al Fund Types (Conti nued)

Debt Service Fund - This fund is used to account for the accunulation
of resources for, and paynent of, interest and principal

reported in the GCeneral Long-Term Debt Account G oup.

includes the 1990 Sinking Fund, the 1993 Series A Sinking Fund,

1996 Sinking Fund, the 1996 Series A Sinking Fund, the
Fund, the 2001 Sinking Fund, the 2001 A Sinking Fund,
Si nki ng Fund.

Proprietary Fund Types - Proprietary funds are wused to

1998 Si nki ng

activities that are simlar to those often found in the private sector.
The neasurenent focus is upon determination of net incone and

mai nt enance. Following are the School District's proprietary
types:
Enterprise Fund - Enterprise funds are used to account for

District's operations that are financed and operated
simlar to private business enterprises - where the

the School

governing body is that the cost of providing goods or services
students on a continuing basis be financed or recovered

through user <charges or cost reinbursenent plans. The
is used to account for those financial activities:

Food Service Fund - This fund accounts for the

pur chases, and other costs, and expenses of providing

students during the school year.

the assets

Fiduciary Fund Types - These are the funds that account for

held by the School District as a trustee or agent for
private organizations and/or governnental wunits. The funds
this category are:

Expendable Trust Funds - These funds are established to

i ndi vi dual s,

such things as endownents where the donor(s) stipulate that
and incone may be expended in the course of the designated purpose of

the endownrent. This fund includes the Rob Quiles
Association Scholarship Fund, dass of 1960 Fund, d ass

1940 Fund,

Cass of 1986 Fund, Cass of 2000, Ditl ow Weat herl ow Menori al
G | ner-Ruhland Menori al Fund, Mllersville Bicentennial Fund,

Awar d Fund, Wal ly wal ker Schol arshi p Fund, Perry
Schol ar shi p Fund, Deb Souder s Cheerl eadi ng Schol ar shi p
Friends of Penn Manor Award.
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NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Basis of Presentation - Fund Accounting and Measurenent Focus
( Cont i nued)

Nonexpendable Trust Funds - These funds are established to account

such things as endownents where the donor(s) stipulate that

income produced from the endownent nmmy be expended in the course of
designated purpose of the endowrent and that the principal nust
i ntact. This fund includes the Alan Creasy Scholarship Fund,

McCall  Menorial Fund, Eugene Herr Chemstry Scholarship Fund,

1996 Scholarship Fund, A Norman Ranck Scholarship Fund, Smith-Wal ker

Scholarship Fund, Spanish dub Award Fund, Donald O Wnters
Award Fund, Vernon Ludwig Award Fund, and WIliam H Duncan
Schol ar shi p Fund.

Agency Funds - These funds are used to account for assets held by
School District as agent for others. Agency funds are custodial

nature and do not involve neasurenent of results of operations.

fund includes the Student Activities Fund.

Account  Groups - In addition to the funds Ilisted above, t he

District nmaintains tw account groups, the General Fixed Assets

Goup and the General Long-Term Debt Account G oup. The account

are not "funds"; they are only concerned with the neasurenent of
position, not the results of operations.

Ceneral Fixed Assets Account Group - This group accounts for

assets of the School District used in governmental fund type operations.
Fi xed assets related to food services are accounted for in the Enterprise

Fund.
Ceneral Long-Term Debt Account Goup - This account group is
account for all long-term obligations of the School District,

those accounted for in the Enterprise Fund.

Basi s of Accounting

The nodified accrual basis of accounting is used for the governnental

types and the agency funds. Under this basis of accounting, revenues
recorded when they are susceptible to accrual, that is, when they beconme
both nmeasurable and avail able. Available nmeans collectible within
period or soon enough thereafter to be wused to pay liabilities

current period. Revenues considered susceptible to accrual include
estate taxes, t axpayer - assessed taxes, interest, rent, i nt ergover nnent al
revenues, and certain mscellaneous revenues. Revenues not

available are recorded as deferred revenues. Expendi tures generally
recognized when the liability is incurred, except for interest on

| ong-termdebt, which is recorded when due.

consi dered
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NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Basis of Accounting (Continued)

In applying the susceptible to accrual concept to i nt ergover nent a

revenues, there are essentially two types of revenues. In one,

noni es must

be expended on the specific purpose or project before any amounts wll
paid to the School District; therefore, revenues are recognized based

prescri bed

the expenditures incurred. In the other, nonies are virtually unrestricted
and are usually revocable only for failure to conply wth
conpl i ance requirenents. These resources are reflected as revenues

tine of receipt or earlier if the susceptible to accrual criteria are net.

Real estate taxes are recorded as assets when they are levied
recogni zed as revenue in the year for which they have been |evied,

they are received by the School District within 60 days after year end

The accrual basis of accounting is used by the Enterprise Fund.
accrual basis of accounting, revenues are recognized in the

accounting

period earned and expenses are recognized in the period incurred.
fund does not apply standards issued by the Financial Accounting Standards

Board after Novenber 30, 1989.

Budget ary Dat a

Penn Manor School District follows the following procedures in establishing

the budgetary data reflected in the financial statenents:

1. Prior to My 31, nmnagenent subnmits to the School Board a proposed
operating budget for the fiscal year commencing the following July
1. The operating budget includes proposed expenditures

neans of financing themfor the General Fund.

2. A public hearing is conducted to obtain taxpayer coments.

3. Prior to June 30, the budget is legally enacted through passage of

an ordi nance.

4. Legal budgetary control is maintained by the School Board
departnental |evel. Transfers between departnents, whether
funds or within a fund, or revisions that alter the tota

and expenditures of any fund, nmust be approved by the Board.

Budget ary information in the conbined operating statenents

presented at or below the legal Ievel of budgetary control.
i ncludes the effects of approved budget anendnents.

5. Budgetary data are included in the School District's

managenent

information system and are enployed as a nanagenent contro

during the year



Penn Manor School District
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(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Budgetary Data (Conti nued)

6. Unused appropriations |lapse at the end of each fiscal year; however,

the School District increases the subsequent year's
by an anount equal to outstanding encunbrances and

appropriation

reserves a

portion of the fund balance in a |ike anount. There were no

out st andi ng encunbrances at June 30, 2002.

7. The budget for the General Fund is adopted on the nodified accrual
basis of accounting, which is consistent wth accounting principles

generally accepted in the United States of Anerica.

Cash and Cash Equi val ents

Cash and cash equivalents include anounts in denand and interest-bearing

bank deposits and overni ght repurchase agreenents.
| nvest ment s
I nvestnents are recorded at narket val ue.

Taxes Recei vabl e and Deferred Tax Revenues

The portion of delinquent real estate taxes receivable that is
be received within 60 days of June 30 is recorded as revenue in
year. The remaining anobunt of those and other tax receivables
as deferred tax revenues. Al tax receivables are considered
col l ecti bl e.

Due from G her Funds/Due to O her Funds

expected to
the current
is recorded
to be fully

Interfund receivables and payables arise from interfund transactions and
are recorded by all funds affected in the period in which transactions are

execut ed.
| nventori es

Inventories in the Food Service Fund represent the cost, using

the first-

in/first-out (FIFO nethod, of food and supplies on hand at June 30, 2002.
Any unused comodities donated by the federal governnment at June 30, 2002

are reported as deferred revenue since title does not pass to
District until the commbdities are used.

Ceneral Fi xed Assets

General fixed assets are not capitalized in the funds used to

the School

acquire or

construct t hem I nst ead, capital acquisition and construction are
reflected as expenditures in governmental funds, and the related assets are
reported in the General Fixed Assets Account G oup. Al  purchased fixed

assets are valued at cost where historical records are available and at an

estimated historical cost where no historical records exist.
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(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

CGeneral Fixed Assets (Continued)

Donated fixed assets are valued at their estimated fair market value on the
date received. There is no provision for depreciation on the general fixed
assets.

The costs of nornal nmaintenance and repairs that do not add to the value
of the asset or naterially extend asset |lives are not capitalized.

Fi xed Assets - Enterprise Fund

Beginning July 1, 1994, fixed assets purchased by the Food Service Fund
were capitalized and depreciated on the straight-line basis over their
estimated useful lives, which in nost cases is twelve years. The
historical cost for assets purchased in prior years by the Cafeteria Fund
is not available and, therefore, no depreciation has been recorded for

these assets. The effects of the above are not reasonably determ nable.
The Food Service Fund assets were included in the professional appraisal
of all School D strict assets and included in the General Fixed Asset
Account G oup. Prior to July 1, 1994, assets that specifically related to

the Food Service Fund could not be reasonably separated from other School
District assets and, therefore, were not included on the Food Service Fund
bal ance sheet. Assets purchased after July 1, 1994 were capitalized and
depreciated in the Food Service Fund.

Anount _to be Provided for Retirement of Ceneral Long-Term Debt

The balance in this account represents the amunt to be provided from
future taxes or other general revenues to retire long-termobligations.

Amount to be Provided for Paynent of Conpensated Absences

The balance in this account represents the anount to be provided from other
general revenues to pay enployees, wupon their retirement or termnation,
the amount of their accumul ated sick days.

Anount _to be Provided for Early Retirenent |ncentive

The balance in this account represents the anmpbunt to be provided from other
general revenues to pay teachers who elect early retirenent.
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(Conti nued)

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Pensi on Pl an

Substantially all full-time and part-tine enployees of the School
participate in a «cost-sharing multiple enployer defined benefit

pl an. The School District recogni zes annual pension expenditures

expenses equal to its contractually required contributions, subject
nodi fied accrual basis of accounting in the governnental funds.
if contributions from governnental funds are required but not

difference would not be reported as an expenditure but as a liability
the General Long-Term Debt Account Goup if not payable wth expendable,

avai l able financial resources.) The School District nade all
contributions for the year ended June 30, 2002, and has recognized

expenditures and expenses in the governnental and proprietary

respectively.

Conpensat ed Absences

Effective July 1, 2001, the School District inplenented the policy
non-adm ni strative enployees who have fifteen years of consecutive

to allow

with the School District to accumulate an unlimted ampunt of sick

Upon retirement, the enployee would be paid $15 per day

accunmul ated sick days. The School District records the expenditures

conpensat ed absences when paid. The aggregate cost to the School

for the accunulated sick |eave and personal days, including salary

paynents, was estimated at $77,138 at June 30, 2002 and was,

t herefore,

recorded as a liability in the General Long-Term Debt Account G oup.

liability was calculated using the criteria which was effective
2001 since it relates to future paynents.

Early Retirenent |ncentive

Effective July 1, 2000, the School District provides teachers

voluntary early retirenent incentive paynent program If the teacher

been enployed by the School District for at least 15 consecutive
preceding retirement, then the teacher wll receive paynent based

per year for each year of enployment with the School District plus $50 per
day for each unused sick and/or personal day. The retirenent incentive
limted to a nmaxinmum of $14, 000. Effective July 1, 2001, the
District provi des adm ni strators with a vol untary early

incentive paynent program If the admnistrator has been enployed by
School District for at least 10 consecutive years preceding retirenent,
then the administrator will receive $60 per day for each unused sick and/or

per sonal day, plus the selection of $250 per vyear for each
enploynent with the School District or $500 per year for each year

retirenent

as an administrator with the School District. The retirement incentive
limted to a wmaximm of $28,000. The  School District records

expenditures for early retirenent incentives when paid. The aggregate cost
to the School District for the early retirenent incentive, including salary

related paynments was estimated at $1,129,670 at June 30, 2002
therefore, recorded as a liability in the General Long-Term Debt
G oup.
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NOTE 1 - Summary of Significant Accounting Policies (Continued)

Fund Equity

The wunreserved fund balances for governmental funds represent

the anount

available for budgeting future operations. Reserved fund balances for
governnental fund types represent the anounts that have been identified for

a specified expenditure. Unreserved retained earnings for propr

ietary fund

types represent the net assets available for future operations or

distribution.

Total Columms on Conbi ned St at enents

Total colums on the conbined statenents are captioned (Menorandum Only)
to indicate that they are presented only to facilitate financial analysis

Data in these <colums do not present financial posi tion,

oper ati ons, or cash flows, in conformity wth accounting
generally accepted in the United States of Anmerica. Neither is
conparable to a consolidation. Interfund elimnations have not

in aggregation of this data.

NOTE 2 - Deposits and | nvestnents

results of

principles
such data
been nmade

Under Section 440.1 of the Public School Code of 1949, as anended, the

School District is permtted to invest its nonies as follows:

Ooligations of (a) the United States of Anerica or any of its agencies or
instrunentalities backed by the full faith and credit of the United States

of Anerica, (b) the Commonwealth of Pennsylvania or any of its

agenci es or

instrunentalities backed by the full faith and credit of the Commonwealth,
or (c) any political subdivision of the Commonwealth of Pennsylvania or any

of its agencies or instrunentalities backed by the full faith
of the political subdivision

and credit

Deposits in savings accounts or tine deposits or share accounts of
institutions insured by the Federal Deposit Insurance Corporation to the

extent that such accounts are so insured and, for any anounts
insured naximum provided that approved collateral as provided
pl edged by the depository.

Deposits

The School District's checking and savings accounts at June 30,
insured by the Federal Deposit Insurance Corporation (category
collateralized in accordance with Act 72, which requires the
to pool col | ateral for all its governnent deposits and to
col I ateral held by an approved custodian in the institut
(category 3).

above the
by law is

2002, were

1) or were

institution
have the
ion's nane
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Deposits and | nvestnents (Continued)

Deposits (Conti nued)

Tot al
Cat egory Total Bank Carrying
1 Bal ance Armount
Checki ng and Savi ngs
Account s 76,142 76,142 75, 619

Reconciliation to the Bal ance Sheet - Cash and Cash Equival ents

Total Carrying Anount of:

Deposits 75, 619
Repur chase Agreenent 1, 159, 467
Petty Cash 350

Cash and Cash Equival ents per
Bal ance Sheet 1,235,436

| nvest nent s

The School District's investments are categorized as either (1) insured or
registered, or securities held by the School D strict or its agent in the
School District's nane, (2) wuninsured and unregistered, wth securities
held by the ~counterparty's trust depart nent or agent in the School
District's nanme, or (3) wuninsured and wunregistered, wth securities held
by the counterparty, or by its trust departnment or agent but not in the
School District's nane.

The School District invests in the Pennsylvania Local Government |nvestnent
Trust. The Pennsylvania Local Governnent |Investnment Trust (PLAT) insures
that it wll not place deposits with any single issuing institution if the
|argest participant's pro rata share of such deposits exceeds $100, 000,
unl ess such deposits are collateralized as prescribed by Act 72.

The School District’s investnents at June 30, 2002 are stated at market

val ue. The School District has no investnents which would be classified
in categories 1, 2, or 3. However, the School District does have
investnents which are not in any of the three defined categories. Such
investnents are separately identified. The School District’s investnents

at June 30, 2002 are as follows:

Category Category Non- Mar ket Cost
1 3 Cat eqori zed Val ue Val ue
Certificate of Deposit 10, 000 -0- -0- 10, 000 10, 000
Repur chase Agreenent -0- 1,159, 467 -0- 1, 159, 467 1, 159, 467
I nvestment in Money
Mar ket Funds - 0- - 0- 18,783,360 18,783,360 18,783,360
Investment in State
I nvest ment Pool s:
PLGT - 0- - 0- 2,397,082 2,397,082 _2, 397,082
Total Investments 10,000 1,159, 467 21,180,442 22,349,909 22,349,909
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NOTE 2 - Deposits and I nvestnents (Continued)
| nvest nents (Conti nued)
Reconci l i ation of Investnents
to Bal ance Sheet:
Total Investnents per Above 22,349, 909
Less: Repurchase Agreenent 1, 159, 467
Qut st andi ng Checks 268, 707
Investments per Bal ance Sheet 20,921, 735
NOTE 3 - Real Estate Taxes
Based upon assessnents provided by the County, the School District bills and
collects its own property taxes. The School District tax rate for the year
ended June 30, 2002 was 14.12  nills ($14.12 per $1,000 of assessed
valuation) as levied by the Board of School Directors. The schedule for
real estate taxes levied for each fiscal year is as follows:
July 1 - Levy Date
July 1 - August 31 - 2% Di scount Period
Septenber 1 - Cctober 31 - Face Paynent Period
Novenber 1 - March 31 - 10% Penal ty Period
April 1 - Lien Date
NOTE 4 - Taxes Receivable and Deferred Taxes
The School District, in accordance with Statement 1 of the National Counci
on CGover nnent Accounti ng, recognized the delinquent and unpai d t axes
recei vabl e. A portion of the receivable anount, which was neasurable and

available wthin 60 days, was recognized as revenue and
deferred. The bal ances at June 30, 2002 are as foll ows:

Tax
Taxes Revenue Deferred
Recei vabl e Recogni zed Taxes
Real Estate 938, 135 149, 026 789, 109
Ear ned | ncome Taxes 847,071 847,071 -0-
Per Capita and

CQccupati on 389 389 -0-
Transfer Tax 51, 327 51, 327 -0-
1, 836,922 1,047,813 789, 109

t he

bal ance

was
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NOTE 5 - Due FronmiTo & her Funds

Individual fund receivable and payable balances at June 30, 2002 were as

foll ows:
Due From Due To
Fund QG her Funds QG her Funds
Gener al 85, 384 3,254
Speci al Revenue:

Capi tal Reserve 200, 914 -0-
Capital Projects -0- 200, 914
Enterpri se:

Food Service 3. 254 85, 384

Tot al 289, 552 289, 552

NOTE 6 - Due from O her Governnents

Amounts due from other governnents represent receivables for revenues earned
by the School D strict. At June 30, 2002, the following anobunts are due
from ot her governmental units:

Due From CGeneral Fund

Federal Grants 62, 683
State Rental Subsidy 1, 055, 989
State Retirenent Subsidy 49, 040
State Social Security Subsidy 113,198
State Grants and Prograns 7,639
Local Grants and Prograns 128, 974

Tot al 1,417 523

NOTE 7 - Deferred Revenues

Deferred revenues at June 30, 2002 consist of the foll ow ng:

Ceneral Fund:
Deferred Taxes - Note 4 789, 109
Def erred Program Monies - O her 4,985
Tot al 794,094

Cafeteria Fund:

Comodi ties I nventory 23,912
Unused Tickets 7,614
Tot al 31,526
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NOTE 8 - Specific Reserved Fund Bal ances

Specific reserves represent portions of fund balances that are legally
segr egat ed for a specific future use or are not appropriate for
expendi tures. As of June 30, 2002, the School District included the
followi ng anounts as specific reserved fund bal ances

Trust Funds

Reserved for Schol arshi ps 30, 554
Reserved for Endownents 37,900
68, 454

Debt Service Fund
Reserve for Debt Service Paynents 9,270

NOTE 9 - Fixed Assets

A summary of changes in the General Fund Fixed Asset Account Goup follows:

Bal ance Bal ance
July 1, 2001 Addi tions Del eti ons June 30, 2002

Land and Site

| mprovenent s 1, 429, 306 - 0- - 0- 1, 429, 306

Bui | di ngs and

Bui | di ng

| mprovenent s 72,014,511 4, 363, 445 - 0- 76, 377, 956

Machi nery and

Equi pnent 3,096, 081 578, 392 -0- 3,674,473
Tot al 76, 539, 898 4,941, 837 -0 81,481, 735

The beginning buildings and building inprovenent balance, which was derived
from a professional appr ai sal , has been adjusted to refl ect act ual
docunented historical costs. The beginning nachinery and equipnent balance
has been adjusted to elimnate itens which are below the School District’'s
capitalization policy.

A summary of the Food Service Fund fixed assets follows:

Bal ance Bal ance
July 1, 2001 Additions Deletions June 30, 2002
Food Service
Equi prent 45, 680 4,205 -0- 49, 885
Accunul at ed
Depr eci ation (15, 653) (3.982) -0- (19, 635)
Net Food Service
Equi prent 30, 027 223 - 0- 30, 250
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(Conti nued)

General Long-Term Debt

A sunmmary of outstanding general obligation debt at

June 30, 2002 follows:

Last Interest Rate
Date of |ssue Maturity Date or Yield Anmount
Series of 1990 GOB June 1, 2008 7.00%- 7.10% 3,511, 735
Series of 1996 GOB June 1, 2014 3.40% - 5.20% 24,240, 000
Series of 1998 GOB June 1, 2016 3.60%- 4.35% 8, 460, 000
Series of 2001 GOB June 1, 2009 4.00% - 5.00% 3, 465, 000
Series A of 2001 GOB February 15, 2011 3.20%- 4.45% 4, 995, 000
Series of 2002 GOB June 1, 2008 3.50% - 3.90% 4, 330, 000
GON of 2000 February 1, 2003 73% of 30 day
LI BOR 3,999, 950
Accrued Interest on 1990
Capi tal Appreciation Bonds 4,730, 960
Total Principal on General Obligation Debt 57,732, 645
oligations for Capitalization Leases Refer to Note 12 37, 256
Total General Obligation Debt 57,769, 901
The foll owi ng schedul e reveal s t he aggregat e annual debt service
requirenents for all general obligation debt series:
Year Ended
June 30, Pri nci pal | nt er est Tot al
2003 7,872,627 3,482, 825 11, 355, 452
2004 4,145, 278 2,906, 922 7,052, 200
2005 4,240, 701 2, 805, 466 7,046, 167
2006 4,347,298 2,701, 517 7,048, 815
2007 4,081, 501 2,915, 597 6, 997, 098
2008 - 2012 21, 209, 280 5, 736, 830 26, 946, 110
2013 - 2016 7,105, 000 755, 473 7,860, 473
Tot al 53, 001, 685 21, 304, 630 74, 306, 315

Changes in Long-Term Liabilities

During the vyear ended June 30, 2002, the follow
liabilities reported in the General Long-Term Debt Accou

Bal ance
July 1, 2001 Additions Reduc

ng changes occurred
nt G oup:

Bal ance
tions June 30, 2002

General Obligation Debt:
Bonds and Not es

Payabl e 56, 763,088 9,353,466 8,38
Capital Lease
bl i gations 45, 429 -0-
Conpensat ed Absences 84, 668 -0-
Early Retirenent
I ncentive 835, 575 294, 095

3,909 57,732,645
8,173 37, 256
7,530 77,138

- 0- 1,129,670

57,728, 760 9,647 561 8,39

9,612 58,976, 709

in



Penn Manor School District
NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 10 - GCeneral Long-Term Debt (Continued)

Bond Ref undi ng

Oh May 15, 2002, the School District issued General bligation Bonds,
Series of 2002 for $4,330,000 to partially refund and redeem GCeneral
(bligation Bonds, Series A of 1996 with a principal balance of $5,530,000.
The School District also paid $1,265 000 towards the refunding of the
General Obligation Bonds, Series A of 1996.

As a result of the current refunding of the General Obligation Bond, Series
A of 1996, the School District reduced its total debt service requirenents
by $148,024 which resulted in an econonmic gain (difference between the
present value of the debt service paynents on the old and new debt) of
$144, 647.

General Obligation Note

On August 1, 2001, the School District issued General bligation Bonds,
Series A of 2001 for $4,995 000, to provide funds toward the cost of the

design and construction of i mprovenents, additions and renovations to
School District property. The principal balance on June 30, 2002 was
$4, 995, 000. The interest rates on the bonds range from 3.20% to 4.45%

Princi pal paynents are due annual ly begi nning February 15, 2003.

NOTE 11 - Enploynent Termi nati on Agreenent

On June 13, 2002, the School District entered into an enploynent
termination agreenent with a fornmer admnistrator. Effective July 1, 2002,
and on the first day of each nonth through Septenber 1, 2003, the School
District shall pay $7,000 per nonth. Effective October 1, 2003, and on the
first day of each nonth through Septenber 1, 2013, the School District
shall pay $500 per nonth. In recognition of prior years service, the
School District will also pay a single lump sum paynent of $15,000 due on
January 15, 2003.

The following is a schedule which reveals the annual requirenents under the

agreemnent :

June 30, 2003 99, 000

2004 25,500

2005 6, 000

2006 6, 000

2007 6, 000

2008 - 2012 30, 000

2013 - 2014 7, 500
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NOTE 12 - Cbligations for Capitalized Leases
Penn Manor School District has entered into capital |ease agreenents for
various assets. The |leased assets and related obligations are accounted
for in the General Fixed Assets Account Goup and the General Long-Term
Debt Account G oup, respectively. Assets under capital |eases were $56, 767
at June 30, 2002. The following is a schedule of future mninmm |ease
paynents wunder capital |eases, together with the net present value of the
| ease paynents as of June 30, 2002:
June 30, 2003 21, 499
2004 5, 483
2005 15, 699
M ni nrum Lease Paynents 42,681
Less: Amount Representing |Interest 5,425
Present Val ue of M ni num Lease
Paynent s 37,256
NOTE 13 - Qperating Leases

On  Septenber 11, 1995, the School District entered into a forty year
operating lease wth Mllersville University of the Pennsylvania State

System of H gher Education. The School District agreed to construct and
nai ntain a two-tier par ki ng gar age on | and owned by MIllersville
Uni versity. In lieu of rent, the School District agreed to allow

Mllersville University primary use of the lower tier of the parking

gar age.

On  Decenber 11, 1995, the School District entered into a forty

year

operating lease wth Mllersville University of the Pennsylvania State

System  of H gher Educati on. The  School District agreed to |ease
approximately 2.32 acres of land, referred to as the "Athletic Field"', to
MIllersville University. In lieu of rent, Mllersville University agreed
to lease to the School District a .34 acre of land, referred to as the
"Parking Lot".

Lease Rental Debt, Series of 1998 dated OCctober 7, 1998, was issued by the

Lancaster County Career and Technical Center Authority (the “Authority”)

to advance refund the Authority’'s Series of 1995 Lease Revenue Bonds.

The

1995 bonds were issued to provide funds for the upgrading and nodernization

of the facilities of the Lancaster County Career and Technical Center.

The

Lancaster County Career and Technical Center and the sixteen nenber school
districts have entered into a lease agreement with the Authority and each

school district wll pay its proportionate share of the lease rentals
order to fund the Series of 1998 debt.

in



Penn Manor School District
NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 13 - Qperating Leases (Continued)

NOTE 14 -

Mnimum future rental paynents under this operating |ease having remaining
terns in excess of one year as of June 30, 2002 are as foll ows:

Fi scal year ending June 30, 2003 150, 304
2004 150, 623
2005 150, 649
2006 150, 431
2007 150, 664
2008 150, 608
2009 150, 703
2010 150, 781
Total M nimum Future Rental Paynents 1,204,763

Defined Benefit Pension Plan

Plan Description - The School District contributes to a governnental cost-
sharing nultiple-enployer defined benefit pension plan admnistered by
Pennsyl vania Public School Enployees' Retirenent System (PSERS). Benefi t

provi sions  of the Plan are established under the provisions of t he
Pennsyl vania Public School Enployees' Retirenent Code (the Code) and may

be anmended by an act of the Pennsylvania State Legislature. The Pl an
provides retirement, disability, and death benefits, legislatively nandated
ad hoc cost-of-living adj ust nent s, and heal t hcare i nsurance prem um
assistance to qualifying plan nenbers and beneficiaries. It also provides
for refunds of a nenber's accumulated contribution upon termnation of a
nenber's enploynent in the public school sector. PSERS issues a publicly

available financial report that includes financial statenents for the Plan.
That report nmay be obtained by witing to PSERS, P. O Box 125, Harrisburg,
PA 17108-0125.

Funding Policy - The contribution policy is set by the Code and requires
contributions by active enployees and by participating enployers. Pl an
nenbers may belong to two nenbership classes. Cass TC and Cdass TD are
available to plan nenbers. Active nenbers who joined the Plan before July
22, 1983 are required to contribute 5.25 percent of their conpensation if
they are in Cass TC or 6.5 percent for dass TD. Menbers who joined on
or after July 11, 1983 and were active or inactive as of July 1, 2001, are
required to contribute 6.25 percent for dass TC or 7.5 percent for ddass
TD. Menbers who joined the Plan after June 30, 2001 are automatically in

Cass TD and are required to contribute 7.5 percent. The contributions
required of participating enployers is based on an actuarial valuation and
is expressed as a percentage of annual covered payroll during the period
for which the anount is determ ned. For the fiscal year ended June 30,
2002, the rate of enployer contribution was 1.09 percent of covered
payroll. The 1.09 percent rate is conposed of a pension contribution rate
of .93 percent for pension benefits and .16 percent for health insurance
prem um assi stance. The School District is required to pay the entire

enpl oyer contribution rate and is reinbursed by the Comonwealth in an
amount equal to the Commonwealth's share as determined by the inconme aid
ratio (as defined in Act 29 of 1994), which is at least one-half of the



Penn Manor School District
NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 14 - Defined Benefit Pension Plan (Continued)
Fundi ng Policy (Continued)

total enployer rate. Penn Manor School District's contributions to PSERS
for the years ending June 30, 2002, 2001, and 2000 were $241,148, $414,772,
and $962, 628, respectively. Those anounts are equal to the required
contribution for each year.
Active and inactive nenbers of the plan nmay elect a new nenbership class
as of July 1, 2001 to receive a higher benefit fornula. Upon qualifying,
these nenbers wll make enployee contributions of 6.50% (if currently
contributing 5.25% or 7.50% (if currently <contributing 6.25% effective
January 1, 2002. Menmbers not nmeking this election wll conti nue
contribute at the original rates identified above.

NOTE 15 - R sk Managenent

Property and Liability

For losses incurred prior to July 1, 1999, the School District joined
together with other school districts in the area to form the Lancaster-

Lebanon Public Schools Insurance Pool (the "Pool"), a public entity

pool ~currently operating as a common risk nmanagenent and insurance program
for el even  nmenber school districts, the Lancaster-Lebanon I nt er redi at e

Unit, the Lancaster County Acadeny, and the Lancaster County Career

Techni cal Center. The agreenent of the Pool states that the School

District pays an annual premum to the Pool for the purpose of seeking
prevention or | essening of casualty losses to nenber properties

injuries to persons or property which mght result in clains being nmade

against nenbers and to pool the insurance risks, reserves, clains,
losses and providing self-insurance and reinsurance therefore. It is

intent of the nenbers of the Pool that the Pool will utilize funds

contributed by the nmenbers to provide self-insurance and reinbursenent
the nmenbers for certain losses, to defend and protect, each nenber of
Pool in accordance wth the agreenent, against certain liabilities

| osses, and to purchase stop-loss insurance for clainms greater than $75, 000

per occurrence.

As of June 30, 2002, the School District is not aware of any additional

assessnents relating to the Pool.

Hospitalization

The School District has a self-insured hospitalization plan wth Health
GQuard Managenent Services Conpany, the claims admnistrator, who processes
and pays the clains. For the year ended June 30, 2002, the School District
was linmted in liability for clains to $75,000 per individual and $701, 304
and $2,143,248 in total, for the Indemity Plan and Point of Service Plan,
respectively. A liability for claims incurred prior to June 30, 2002 and
pai d subsequently is recorded in the amount of $224,662 in accounts payable

in the General Fund.

Effective January 1, 2003, the Indemity Plan will be elimnated.



Penn Manor School District
NOTES to FI NANCI AL STATEMENTS
(Conti nued)

NOTE 15 - Ri sk Managenent (Conti nued)

Changes in the School District's clains liability amount in fiscal years

2001 and 2002 were:
Current Year

Begi nni ng of d ains and Bal ance

Fi scal Year Changes in daims at Fiscal

Liability Esti mat es Paynent s Year End

2000- 2001 135, 978 2,117,091 2,139, 484 113,585
2001- 2002 113,585 2, 369, 765 2,258, 688 224, 662

Workers' Conpensation

The  School District is participating in the Lancaster-Lebanon

Public

Schools Wrkers' Conmpensation Fund which is a cooperative voluntary trust
arrangenent for nineteen nenber school districts and the Lancaster-Lebanon

Intermediate Unit. This agreenent states that the School District

pays an

annual premum to the Fund for the purpose of seeking prevention or
| essening of clains due to injuries of enployees of the nenbers and pooling

wor ker s’ conpensation and occupational di sease insurance risks,

clains, and losses and providing self-insurance and reinsurance
It is the intent of the nenbers of the Fund that the Fund wll

funds contributed by the nenbers, which shall be held in trust by
to provide self-insurance and reinbursenent to the nenbers

reserves,
t her eof .

utilize

the Fund,
for their

obligations to pay conpensation as required under the W rkers' Conpensation
Act and the Pennsylvania OCccupational Disease Act and to purchase excess

and aggregat e i nsurance.

As of June 30, 2002, the School District is not aware of any additional

assessnents relating to the Fund.

Unenpl oynent _Conpensat i on

The School District has el ected to self-insure for unenpl oynent
conpensation rather than <contribute to the State Fund. Transacti ons

relating to this Plan are reflected in the General Fund.

NOTE 16 - Vision Fund

The School District admnisters a vision fund which is reflected in the
General Fund. The Plan reinburses for professional eye exam nations and
the ~cost of prescription glasses and contacts. Eligible expenses in

accordance wth the Plan, are those incurred by either an enployee or

hi s/ her dependents.

The Plan requires submission of receipted invoices for eligible services
and operates on a fiscal year from July 1 to June 30. Paynent by the
School District is made nonthly and itenms subnmitted by the end of each
month will be reinbursed by the 15" of the following nonth. In order to

be eligible for paynent, bills incurred nmust be less than six nonths old.
Paynment for the fiscal year ending June 30, 2002 is linmted to $135. An

eligible enployee nmay carry over any unused anount in his/her

account to

the following year to a maxinmm usage of $285. For the fiscal year

beginning July 1, 2003, paynent is limted to $140 per year
carryover is limted to a nmaxi rumof $290.

- 28 -

and the
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(Conti nued)

NOTE 17 - Contingencies and Conm tnents

Amounts received or receivable from grantor agencies are subject to audit
and adjustnent by grantor agencies, principally the Federal Government .

Any disallowed clainms, including anmounts already collected, namy constitute
a liability of the applicable funds. The armount, if any, of expenditures
which nmay be disallowed by the grantor cannot be determined at this tine,
although the  School District expects such anpunts, i f any, to be
imaterial.

The School District is also involved in various clains and |egal actions

arising in the ordinary course of business. It is the opinion of the
School District's solicitor t hat such liability resul ting from the
litigation would not be nmaterial in relation to the School District's
financial position. Subsequent to year end, an agreenent was reached in
the amount of $40,000 to settle a legal action. This amount has been

included in the current year’'s General Fund as an expenditure.

As of June 30, 2002, the School District has the following commtnents that
were not fulfilled as of the end of the year:

Construction Contracts 4,860, 500

NOTE 18 - Subsequent Events

On July 25, 2002, the School District signed a construction contract
agreenent in the armount of $31,410 for the removal of vinyl floor tile.
It is anticipated that this work wll be conpleted during the follow ng
year.

NOTE 19 - GASB Statenent No. 34

In  June 1999, the Governnental Accounting Standards Board unani nously

approved Statenent No. 34, Basi ¢ Fi nanci al Statenents and Managenent's
Discussion and Analysis - for State and Local Governnments. Statenent No.
34 wll significantly change governnental financi al reporting statenents
as follows:

The focus of financial statenents wll shift from fund types to nmgjor

i ndi vi dual funds.

Financial statenments will include a nanagenent discussion and analysis
section providing an analysis of the School District’'s overall financial
position and results of operations.

Financial statements wll be prepared using full accrual accounting for
all activities, including reporting infrastructure assets.

The general provisions of GASB Statement No. 34 nust be inplenented by the
Penn Manor School District no later than the fiscal year ending June 30,
2003.



Penn Manor School District
SCHEDULE of REVENUES and EXPENDI TURES
ORI G NAL BUDGET and ACTUAL - GENERAL FUND
SUPPLEMENTAL | NFORMATI ON
Year ended June 30, 2002

Vari ance
Favor abl e
Budget Act ual (WUnf avor abl e)
REVENUES and OTHER FI NANCI NG SOURCES
Revenues:
Local Sources:
Real Estate Taxes 23,971, 432 24,299, 218 327,786
O her Taxes 3, 684, 535 4,067,536 383, 001
| nvest ment | ncone 836, 975 527, 378 (309, 597)
O her Revenues 454, 885 429, 469 (25, 416)
Total Local Sources 28,947, 827 29, 323, 601 375,774
State Sources 14, 961, 624 14, 367, 927 (593, 697)
Federal Sources 427,764 480, 723 52,959
QO her Financing Sources:
Fund Transfers 32, 654 108, 307 75, 653
Sal e of Equi pment and Supplies 900 900
Total Revenues and O her
Fi nanci ng Sour ces 44, 369, 869 44, 281, 458 (88, 411)
EXPENDI TURES and OTHER FI NANCI NG USES
Expendi t ures:
Instruction:
Regul ar Prograns -
El ement ary/ Secondary 18, 999, 195 18, 143, 327 855, 868
Speci al Prograns -
El ement ary/ Secondary 3, 466, 811 3,161, 662 305, 149
Vocati onal Education Prograns 1, 959, 499 2,045, 252 (85, 753)
Q her Instruction Prograns -
El ement ary/ Secondary 416, 472 369, 390 47,082
Total Instruction 24,841, 977 23,719, 631 1,122, 346
Support Services:
Pupi | Personnel 1, 269, 440 1, 270, 837 (1, 397)
I nstructional Staff 741, 668 730, 319 11, 349
Admi ni stration 2,692, 615 2,730,782 (38, 167)
Pupi|l Health 374, 151 422,009 (47, 858)
Busi ness 464, 717 525, 530 (60, 813)
Operation and Mai nt enance of
Pl ant Services 3, 339, 229 3,102, 529 236, 700
Student Transportation Services 2,238, 811 2,236,112 2,699
Centr al 48, 485 50, 946 (2,461)
O her Support Services 445, 181 418, 339 26, 842
Total Support Services 11, 614, 297 11, 487, 403 126, 894

See auditors' report.



Penn Manor School District
SCHEDULE of REVENUES and EXPENDI TURES
ORI G NAL BUDGET and ACTUAL - GENERAL FUND
SUPPLEMENTAL | NFORVATI ON
(Conti nued)

Year ended June 30, 2002

Vari ance
Favor abl e
Budget Act ual (Unf avor abl e)
EXPENDI TURES and OTHER FI NANCI NG USES
(Conti nued)
Expendi tures: (Conti nued)
Operation of Noninstructional Services:
Student Activities 672, 285 697, 871 (25, 586)
Communi ty Services 2,208 180 2,028
Total Operation of
Noni nstructi onal Services 674, 493 698, 051 (23, 558)
Capital Qutlay:
Exi sting Buil di ng I nprovenent
Servi ces 365, 000 80, 422 284,578
Debt Service:
I nt er est 50, 750 111, 957 (61, 207)
Pri nci pal 107, 705 8,173 99, 532
Refunds of Prior Years' Receipts 15, 000 192,126 (177, 126)
Total Debt Service 173, 455 312, 256 (138, 801)
O her Financing Uses:
Debt Service Fund Transfers 6, 893, 554 6, 884, 496 9, 058
Fund Transfers - 10, 177 (10, 177)
Budget ary Reserve 150, 000 150, 000
Total Other Financing Uses 7,043, 554 6, 894, 673 148, 881
Total Expenditures and O her
Fi nanci ng Uses 44,712,776 43,192, 436 1, 520, 340
REVENUES and OTHER FI NANCI NG
SOURCES OVER (UNDER) EXPENDI TURES
and OTHER FI NANCI NG USES (342, 907) 1, 089, 022 1, 431, 929
FUND BALANCE - July 1, 2001 7,910, 586
FUND BALANCE - June 30, 2002 8, 999, 608

See auditors' report.



Federal Granto
Project Title

U.S. Departnent of Agriculture

r

Passed t hrough the Pennsylvani a
Department of Education:

School

Nati onal School Lunch Pr

Br eakf ast Progrant**

ogrant**

Passed t hrough the Pennsylvani a
Department of Agriculture:

Food Donation (Note 2)

Total U S. Departnment of Agriculture

U.S. Departnent of Education

Passed t hrough the Pennsylvani a
Department of Education:

Ti

Ti

Ti

Ti

Saf e and Drug- Free Schools and Communities -

See auditors'

tle | Gants to Local
Agenci es

tle | Gants to Local
Agenci es

tle | Gants to Local
Agenci es

tle | Gants to Local
Agenci es
State Grants

report.

Educat i onal

Educat i onal

Educat i onal

Educat i onal

Sour ce
Code

I/F

I/F

I/F

I/F

I/F

I/F

I/F

SCHEDULE of EXPENDI TURES of FEDERAL AWARDS

Penn Manor

School

District

Year

ended June 30, 2002

Pass-t hrough Grant Period
Feder al Grantor's Begi nni ng/

CFDA Nunber Nunber Endi ng Date
10. 553 N A 07/ 01/ 01 06/ 30/ 02
N A N A 07/ 01/ 01 06/ 30/ 02
10. 555 N A 07/ 01/ 01 06/ 30/ 02
N A N A 07/ 01/ 01 06/ 30/ 02
10. 550 N A 07/ 01/ 00 - 06/30/01
84.010 013-020324 07/01/01 09/ 30/ 02
84.010 107- 020324 07/01/01 09/ 30/ 02
84.010 013-010324 07/01/00 - 09/30/01
84.010 107-010324 07/01/00 - 09/30/01
84.186 100- 020324 07/01/01 09/ 30/ 02

(Conti nued)

-32-

Accrued Accrued

(Def erred) Tot al (Def erred)

Grant Revenue at Recei ved Revenue at
Anmpunt July 1, 2001 for the Year Expenditures June 30, 2002

N A 0 27,135 27,135 0

N A 0 4,881 4,881 0

N A 0 262, 401 262, 401 0

N A 0 60, 333 60, 333 0

0 354, 750 354, 750 0

N A (27,652) A 80, 498 B) 84,238 C) (23,912) D

(27, 652) 435, 248 438, 988 (23,912)

192, 942 0 153, 936 181, 234 27,298
10, 978 0 10, 978 10, 204 (774)

189, 808 46, 765 50, 615 3, 850 0

9, 053 604 604 0 0

22,332 0 8, 933 22,332 13,399



Federal Grantor Sour ce
Project Title Code

U.S. Departnent of Education (Continued)
Passed t hrough the Pennsylvani a
Department of Education (Continued):

Saf e and Drug- Free Schools and Communities -
State Grants I/F

Ei senhower Prof essi onal
Devel opnent State Grants I/F

Ei senhower Prof essi onal
Devel opnent State Grants I/F

I nnovat i ve Education Program
Strategies I/F

I nnovat i ve Education Program

Strategies I/F
Technol ogy Literacy Chall enge Fund Grants I/F
Class Size Reduction I/F
Class Size Reduction (Note 3) I/F

Total Passed through the Pennsylvania Department of Education

Passed t hrough the Lancaster-Lebanon
Internediate Unit #13:

Speci al Education - Grants to States I/F
Speci al Education - Grants to States I/F

Total Passed through the Lancaster-Lebanon Internediate Unit #13

Total U.S.Departnment of Education

See auditors' report.

SCHEDULE of EXPENDI TURES of FEDERAL AWARDS

Penn Manor School

District

Year ended June 30, 2002

Pass-t hrough Grant Period
Feder al Grantor's Begi nni ng/

CFDA Nunber Nunmber Endi ng Date
84.186 100- 010324 10/30/00 - 09/30/01
84.281 020- 020324 07/01/01 09/ 30/ 02
84.281 020- 010324 07/01/00 - 09/30/01
84.298 011-020324 07/01/01 09/ 30/ 02
84.298 011-010324 07/01/00 - 09/30/01
84.318 055- 010324 04/12/01 09/ 30/ 02
84.340 088-020324 07/01/01 09/ 30/ 02
84. 340 011-010324 07/01/00 - 09/30/01
84.027 N A 07/ 01/ 01 06/ 30/ 02
84.027 N A 07/ 01/ 00 - 06/30/01

(Conti nued)

-33-

Accrued Accr ued

(Def erred) Tot al (Def erred)

Grant Revenue at Recei ved Revenue at
Anmpunt July 1, 2001 for the Year Expenditures June 30, 2002

23,104 (1,928) 3,080 5, 008 0
21,033 0 15, 418 12, 417 (3,001)

16, 337 4, 445 7,624 3,179 0

20, 610 0 20, 610 20, 610 0

19, 548 4,242 6,516 2,274 0

20, 000 10, 690 7,368 7, 406 10, 728

67,932 0 56, 673 67, 932 11, 259

53, 488 7,132 7,132 0 0

71, 950 349, 487 336, 446 58, 909

66, 002 0 8, 310 66, 002 57, 692

52, 265 9, 189 9, 189 0 0

9, 189 17,499 66, 002 57,692

81, 139 366, 986 402, 448 116, 601




Penn Manor School District
SCHEDULE of EXPENDI TURES of FEDERAL AWARDS
Year ended June 30, 2002

Pass-t hrough Grant Period
Federal Grantor Sour ce Feder al Grantor's Begi nni ng/ Grant
Project Title Code CFDA Nunber Nunber Endi ng Date Amount

Accrued
(Def erred) Tot al
Revenue at Recei ved

July 1, 2001 for the Year

Expendi t ur es

Accrued
(Def erred)
Revenue at

June 30, 2002

TOTAL EXPENDI TURES of FEDERAL AWARDS

Legend
I = Indi

rect funding

F = Federal share

S = Stat

e share

CFDA = Catal og of Federal Domestic Assistance
*** = Conmponent of Child Nutrition Cluster

NOTE 1 -

NOTES to SCHEDULE of EXPENDI TURES of FEDERAL AWARDS

Significant Accounting Policies

The acconpanyi ng Schedul e of Expenditures of Federal Awards is prepared on the accrual basis of accounting.

Begi nnning inventory at July 1.
Total ampunt of commodities received fromthe Departnment of Agriculture including $5,435 of bonus commodities.
Total ampunt of commodities used.

NOTE 2 - Food Distribution

A

B)

9

D) Ending inventory at June 30.
NOTE 3 - Adjustments

An

53, 487 802, 234

841, 436

92, 689

accrual of $7,140 was shown at June 30, 2001; however, this was an error. An accrual of $7,132 should have been shown.

See auditors' report.
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Trout, Ebersole & Groff, LLP
Certified Public Accountants
1705 Oregon Pike
Lancaster, Pennsylvania 17601
(717) 569-2900
Fax (717) 569-0141

REPORT on COWPLI ANCE and on | NTERNAL CONTROL OVER FI NANCI AL REPORTI NG
BASED on an AUDI T of FINANCI AL STATEMENTS PERFORMED i n ACCORDANCE
wi th GOVERNVENT AUDI TI NG STANDARDS

To the Board O ficers and Menbers
Penn Manor School D strict
M1l ersville, Pennsylvania

W have audited the general purpose financial statements of Penn Mnor School
District as of and for the year ended June 30, 2002, and have issued our report thereon
dated Septenber 26, 2002. We conducted our audit in accordance with auditing standards
generally accepted in the United States of Anerica and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Conptroller
CGeneral of the United States.

Conpl i ance

As part of obtaining reasonable assurance about whether Penn Manor  School
District's general purpose financial statenents are free of material msstatenent, we
perforned tests of its conpliance wth certain provisions of | aws, regul ati ons,
contracts, and grants, nonconpliance with which could have a direct and material effect
on the determnation of financial statement anounts. However, providing an opinion on
conpliance wth those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
nonconpl i ance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Penn Mnor School District's
internal control over financial reporting in order to determine our auditing procedures
for the purpose of expressing our opinion on the general purpose financial statements

and not to provide assurance on the internal control over financial reporting. Cur
consideration of the internal control over financial reporting would not necessarily
disclose all natters in the internal control over financial reporting that mght be
material weaknesses. A material weakness is a condition in which the design or
operation of one or nmore of the internal control conmponents does not reduce to a
relatively low level the risk that msstatenents in anmpbunts that would be material in

relation to the general purpose financial statenents being audited may occur and not
be detected within a tinmely period by enployees in the normal course of performng
their assigned functions. W noted no mtters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

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

WW ‘FWA\.f
) /

Sept enber 26, 2002 TROUT, EBERSCLE & GRCFF, LLP

Lancaster, Pennsyl vani a Certified Public Accountants




Trout, Ebersole & Groff, LLP
Certified Public Accountants
1705 Oregon Pike
Lancaster, Pennsylvania 17601
(717) 569-2900
Fax (717) 569-0141

REPORT on COMPLI ANCE with REQUI REMENTS APPLI CABLE to each
MAJOR PROGRAM and on | NTERNAL CONTROL OVER COVPLI ANCE in ACOORDANCE with
OVB Gl RCULAR A-133

To the Board Oficers and Menbers
Penn Manor School District
Ml lersville, Pennsylvania

Conpl i ance

W have audited the conpliance of Penn Mnor School District with the types of
conpliance requirements described in the US. Ofice of Mnagemrent and Budget (QOWVB)
Grcular A-133 Conpliance Supplenent that are applicable to its najor federal program
for the year ended June 30, 2002. Penn MNanor School District's major federal program
is identified in the summary of auditor's results section of the acconpanying schedule

of findings and questioned costs. Compliance with the requirenments of | aws,
regul ations, contracts, and grants applicable to its major federal program is the
responsibility of Penn Mnor School District's nanagenent. Qur responsibility is to

express an opi nion on Penn Manor School District's conpliance based on our audit.

W conducted our audit of conpliance in accordance wth auditing standards
generally accepted in the United States of Anerica; the standards applicable to

financial audits contained in Covernnent Auditing Standards, issued by the Conptroller
Cener al of the United States; and OWB Circular A-133, Audits  of States, Local
CGovernnents, and Non-Profit (Oganizations. Those standards and OWB Circular A-133

require that we plan and perform the audit to obtain reasonable assurance about whether
nonconpliance wth the types of conpliance requirenents referred to above that could
have a direct and material effect on a nmjor federal program occurred. An audit
includes examning, on a test basis, evidence about Penn Mnor School District's
compliance with those requirements and performng such other procedures as we
considered necessary in the circunstances. W believe that our audit provides a
reasonable basis for our opinion. Qur audit does not provide a legal determination of
Penn Manor School District's conpliance with those requirenents.

In our opinion, Penn Mnor School District conplied, in all naterial respects,
with the requirements referred to above that are applicable to its mjor federal

program for the year ended June 30, 2002.

Internal Control Over Conpliance

The managenent of Penn Manor School District is responsible for establishing and
maintaining effective internal control over conpliance wth requirements of | aws,
regul ations, contracts, and grants applicable to federal prograns. In planning and
performing our audit, we considered Penn Mnor School District's internal control over
conpliance with requirenents that could have a direct and naterial effect on a major
federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on conpliance and to test and report on internal control over
conpliance in accordance with OB Grcul ar A 133.



Qur consideration of the internal control over conpliance would not necessarily
disclose all matters in the internal control that mght be material weaknesses. A
material weakness is a condition in which the design or operation of one or nmore of the
internal control conponents does not reduce to a relatively low level the risk that
nonconpliance with applicable requirenents of laws, regulations, contracts, and grants

that would be material in relation to a mgjor federal program being audited may occur
and not be detected within a tinmely period by enployees in the normal course of
performing their assigned functions. W noted no matters involving the internal

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

This report is intended solely for the information and use of the School Board,
managenent, and federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.
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Sept enber 26, 2002 TROUT, EBERSCLE & GROFF, LLP
Lancaster, Pennsyl vani a Certified Public Accountants




Penn Manor School District
SCHEDULE of FI NDINGS and QUESTI ONED COSTS
Year _ended June 30, 2002

Sunmmary of Audit Results

The auditor's report expresses an unqualified opi nion on the general
purpose financial statements of Penn Manor School District.

No reportable conditions relating to the audit of the general purpose financial
statenments are reported in the Report on Conpliance and on Internal Control
Over Financial Reporting Based on an Audit of Financial Statenments Perforned in
Accordance with Governnent Auditing Standards.

No i nstances of nonconpliance naterial to the general purpose financial
statenents of Penn Manor School District were disclosed during the audit.

No reportable conditions relating to the audit of the najor federal
prograns are reported in the Report on Conpliance with Requirenents
Applicable to each Major Programand on Internal Control Over Conpliance in
Accordance with OMB Grcular A 133.

The auditor's report on conpliance for the major federal award program
for Penn Manor School District expresses an unqualified opinion.

Audit findings relative to the najor federal award program for Penn Manor
School District are reported in Part C of this Schedule.

The program tested as a mmjor program is: Title | Gants to Local Educational
Agenci es - CFDA #84. 010.

The threshold for distinguishing Type A and B prograns was $300, 000.

Penn Manor School District was determined to be a | owrisk auditee.

Fi ndings - Financial Statenents Audit

None

Fi ndi ngs and Questioned Costs - Major Federal Awards Prograns Audit

None



Penn Manor School District
SUMVARY SCHEDULE of PRI OR AUDI T _FI NDI NGS
Year _ended June 30, 2002

There are no prior audit findings.



