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Independent Auditor's Report
School Board
Spring Cove School District
Roaring Spring, Pennsylvania
We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
Spring Cove School District as of and for the year ended June 30, 2010 which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the District's management. Our responsibility is to express an
opinion 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 of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the District as of June 30, 2010, and
the respective changes in financial position and cash flows, where applicable, for the year then
ended in conformity with accounting principles generally accepted in the United States of America.
In accordance with Government Auditing Standards, we have also issued our report dated
December 17, 2010 on our consideration of the District's internal control over financial reporting
and our tests of its compliance with certain provisions of laws regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in addressing the results of our audit.
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The Management’s Discussion and Analysis section, and Statement of Revenues,
Expenditures and Changes in Fund Balance – Budget and Actual are not a required part of the
basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.
Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Spring Cove School District’s basic financial statements. The
accompanying combining and individual non major fund financial statements are presented for
purposes of additional analysis and are not a required part of the financial statements. The
accompanying combining and individual non major fund financial statements have been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion,
are fairly stated, in all material respects, in relation to the financial statements taken as a whole.
The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and is not a required part of the
financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the financial statements taken as a whole.
Very truly yours,
RITCHEY, RITCHEY & KOONTZ
By:

Randall H. Ritchey
Randall H. Ritchey, CPA

December 17, 2010
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MANAGEMENT’ S DISCUSSION AND ANALYSIS

SPRING COVE SCHOOL DISTRICT
ROARING SPRING, PENNSYLVANIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Required Supplementary Information (RSI)
June 30, 2010
The discussion and analysis of Spring Cove School District’s financial performance provides an overall
review of the District’s financial activities for the fiscal year ended June 30, 2010. The intent of this
discussion and analysis is to look at the District’s financial performance as a whole.
The Management Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements –
and Management’s Discussion and Analysis – for State and Local Governments issued June 1999. Certain
comparative information between the current year and the prior year is required to be presented in the
MD&A.
FINANCIAL HIGHLIGHTS
The trends of prior years indicated that during the fiscal 2009/10 fiscal year, the Spring Cove School District
would experience a year of significant increases in costs for special education instruction and self-insured health
benefits for our employees. However, due to the realignment of staff, a measureable decrease in costs was
reflected in the areas of technology support and basic custodial support.
General revenues accounted for $16,990,622. Program specific revenue in the form of charges for services,
operating grants, and contributions account for $5,429,072. In addition, Federal stimulus funds that were
program specific were offered and used by the District.
General revenues for the prior year were $16,941,753 which was an increase of $48,869. This increase was due
to several shifting funding factors, one of which was an increase in local revenues due to a real estate tax
increase of $292,989. A further factor in the increase was the infusion of $194,166 in ARRA IDEA passthrough funds. While Basic Education funding increased, cumulative state funding dropped $607,490. State
Special Education and Accountability Black grant funding did not change. Federal funding increased by
$1,157,182 due to AARA state fiscal stabilization funding of $905,676 and Title I ARRA funding of $240,210.
Among the major funds, the General Fund had $22,395,146 in revenues and $21,444,800 in expenditures. The
General Fund balance increased by $950,346 over the 2009 total General Fund balance of $3,781,085 to a new
total of $4,731,431. The increase was due to careful use of the ARRA stimulus funds in offsetting expected
expenditures. In addition, the expenditures in most account areas were lower than projected due to a very
conservative approach to spending.
USING THE ANNUAL FINANCIAL REPORT (AFR)
The annual financial (AFR) report consists of an Introductory Section and a Financial Section that provide
additional information regarding the District. Within this Financial Section are the Management Discussion and
Analysis (this section) and a series of financial statements and notes to those statements.
These statements are organized so that the reader can understand Spring Cove School District as an entire
operating entity. The statements then proceed to provide an increasingly detailed look at specific financial
activities.
Two statements are government-wide financial statements – the Statement of Net Assets and the Statement of
Activities. These provide both long-term and short-term information about the District’s overall financial status.
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The remaining statements are fund financial statements that focus on individual parts of the District’s operations
in more detail than the government-wide statements. The governmental funds statements tell how general
District services were financed in the short term, as well as what remains for future spending. Proprietary fund
statements offer short and long-term financial information about the activities that the District operates like a
business. For this District, this is our Food Service Fund. Fiduciary fund statements provide information about
financial relationships where the District acts solely as a trustee or agent for the benefit of others, to whom the
resources in question belong.
OVERVIEW OF FINANCIAL STATEMENTS
Government-wide Statements
The government-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the government’s
assets and liabilities. All of the current year’s revenues and expenses are accounted for in the statement of
activities regardless of when cash is received or paid.
The two government-wide statements report the District’s net assets and how they have changed. Net assets, the
difference between the District’s assets and liabilities, are one way to measure the District’s financial health or
position.
Over time, increases or decreases in the District’s net assets are an indication of whether its financial health is
improving or deteriorating, respectively.
To assess the overall health of the District, you need to consider additional non-financial factors, such as changes
in the District’s property tax base and the performance of the students.
The government-wide financial statements of the District are divided into two categories:



Governmental activities – All of the District’s basic services are included here, such as instruction,
administration and community services. Property taxes and state and federal subsidies and grants
finance most of these activities.
Business-type activities – The District operates a food service operation and charges fees to staff,
students and visitors to help it cover the costs of the food service operation. None of the School
District’s other programs are reported as business activities.

Fund Financial Statements
The District’s fund financial statements provide detailed information about the most significant funds – not
the District as a whole. Some funds are required by state law and by bond requirements.
Governmental funds – Most of the District’s activities are reported in governmental funds, which focus
on the determination of financial position and change in financial position, not on income determination.
They are reported using an accounting method called modified accrual accounting, which measures
cash and all other financial assets that can readily be converted to cash. The governmental fund
statements provide a detailed short-term view of the District’s operations and the services it provides.
Governmental fund information helps the reader determine whether there are more or fewer financial
resources that can be spent in the near future to finance the District’s programs. The relationship (or
differences) between governmental activities (reported in the Statement of Net Assets and the Statement
of Activities) and governmental funds is reconciled in the financial statements.
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Proprietary funds – These funds are used to account for the District activities that are similar to business
operations in the private sector; or where the reporting is on determining net income, financial position,
changes in financial position, and a significant portion of funding through user charges. When the
District charges customers for services it provides – whether to outside customers or to other units in the
District – these services are generally reported in proprietary funds. The Food Service Fund is the
District’s proprietary fund and is the same as the business-type activities we report in the governmentwide statements, but provide more detail and additional information, such as cash flows.
Fiduciary funds – The District is the trustee, or fiduciary, for some activity and scholarship funds. All
of the District’s fiduciary activities are reported in separate Statements of Fiduciary Net Assets. We
exclude these activities from the District’s other financial statement because the District cannot use
these assets to finance its operations.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
The District’s total net assets were $13,223,638 at June 30, 2010.

Table A-1
Fiscal Years Ended June 30, 2009 & 2010
Net Assets
2009
Governmental
Activities
Current and other
assets
Capital assets
Total Assets
Current and other
liabilities
Long-term liabilities
Total Liabilities

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

2009
Business-Type
Activities

2009
Total

2010
Governmental
Activities

2010
Business-Type
Activities

2010
Total

$

12,946,441

$

146,880

$

13,093,321

$

11,084,447

$

247,103

$

11,331,550

$

27,455,378
40,401,819

$

18,954
165,834

$

27,474,332
40,567,653

$

28,502,533
39,586,980

$

15,923
$263,026.00

$

28,518,456
39,850,006

$

5,071,015

$

795

$

5,071,810

$

3,995,133

$

10,589

$

4,005,722

$

23,556,063
28,627,078

$

0
795

$

23,556,063
28,627,873

$

22,620,646
26,615,779

$

0
10,589

$

22,620,646
26,626,368

$

2,975,379

18,954

2,994,333

$

5,352,533

15,923

5,368,456

$

4,584,303
400,000
3,815,059
11,774,741

0
0
146,085
165,039

4,584,303
400,000
3,961,144
11,939,780

$

2,695,663
900,000
4,023,005
12,971,201

0
0
236,514
252,437

2,695,663
900,000
4,259,519
13,223,638

$

$

$

$

A major portion of the District’s net assets are invested in capital assets (buildings, land, and equipment.)
The remaining unrestricted net assets are combined of designated and undesignated amounts. The
designated balances are amounts set aside to fund future purchases or planned capital projects by the
District, or for funding of future employee benefits costs.
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The results of this year’s operations as a whole are reported in the Statement of Activities. All expenses are
reported in the first column. Specific charges, grants, revenues and subsidies that directly relate to specific
expense categories are represented to determine the final amount of the District’s activities that are supported by
other general revenues. The two largest general revenues are the Basic Education Subsidy provided by the State
of Pennsylvania, and the local taxes assessed to community taxpayers.
Table A-2 presents the total revenues and the expenses of both Governmental Activities and Business-type
Activities for the 2009 and 2010 years.

Table A-2
Fiscal Years Ended June 30, 2009 & 2010
Changes in Net Assets
2009
Governmental
Activities
Revenues
Program revenues:
Charges for services
Operating grants and
contributions
Capital grants and
contributions
General revenues:
Local taxes
Other taxes
Grants, subsidies and
contributions,
unrestricted
Other
Total Revenues

$

$

Expenses
Instruction
$
Instructional student support
Administrative and financial
support
Operation and maintenance
of plant
Pupil transportation
Student activities
Community services
Interest on long-term debt
Unallocated depreciation
expense
Food Services
Total Expenses
$
Increase (Decrease)
In Net Assets

$

78,625

2009
Business-Type
Activities

$

492,785

2009
Total

$

2010
Governmental
Activities

571,410 $

2010
BusinessType
Activities

111,189

$ 516,955

2010
Total

$

628,144

4,136,937

425,991

4,562,928

4,933,505

455,176

5,388,681

383,682

0

383,682

384,378

0

384,378

7,634,933
1,188,412

0
0

7,634,933
1,188,412

7,912,025
1,222,826

0
0

7,912,025
1,222,826

7,682,963

0

7,682,963

7,643,934

0

7,643,934

(504,578)
20,600,974

11,555,662
1,262,960

$

216
918,992

$

$

0

$

(504,362)
21,519,966 $

211,837
22,419,694 $

11,555,662 $
1,262,960

12,101,944
1,104,724

262
972,393

$

$

212,099
23,392,087

12,101,944
1,104,724

2,242,678

2,242,678

2,671,414

2,671,414

1,851,010

1,851,010

1,959,343

1,959,343

990,291
428,936
13,117
830,972

1,062,054
438,965
10,933
890,678

1,062,054
438,965
10,933
890,678

416,658

983,189

983,189

990,291
428,936
13,117
830,972

0

416,658
0
19,592,284

$

883,806
883,806

$

883,806
20,476,096 $

0
21,223,244 $

884,995
884,995 $

884,995
22,108,239

1,008,690

$

35,186

$

1,043,876 $

1,196,450 $

87,398 $

1,283,848
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Table A-3 shows the District’s ten largest functions – instructional programs, administrative, operation and
maintenance of plant, pupil transportation, student activities, community services, long-term debt, as well as each
program’s net cost (total cost less revenues generated by the activities.) This table also shows the net costs offset
by the other unrestricted grants, subsidies and contributions to show the remaining financial needs supported by
local taxes and other miscellaneous revenues.

Table A-3
Fiscal Year Ended June 30, 2010
Governmental Activities
Functions/Programs
Instruction
Instructional student support
Administrative
Operation and maintenance
Pupil transportation
Student activities
Community services
Long-term debt
Unallocated depreciation expense
Other support services

Total Cost of Services
$
12,101,944
1,104,724
2,671,414
1,959,343
1,062,054
438,965
10,933
890,678
983,189
0

Total governmental activities
Less:
Unrestricted grants, subsidies

$

Net Cost of Services
$
8,829,460
772,030
1,949,037
1,959,343
456,104
327,776
10,933
506,300
983,189
0

21,223,244

$

15,794,172
(7,643,934)

Total needs from local taxes and other revenues

$

8,150,238

Table A-4 reflects the activities of the Food Service program, the only Business-type activity of the District.

Table A-4
Fiscal Year Ended June 30, 2010
Business-Type Activities
Functions/Programs
Food Services
Less:
Investment earnings

Total Cost of Services
$ 884,995

Net Cost of Services
$
87,398
262

Total business-type activities

$

87,660

The Statement of Revenues, Expenses and Changes in Fund Net Assets for this proprietary fund will further
detail the actual results of operations.
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THE DISTRICT FUNDS
At June 30, 2010, the District governmental funds reported a combined fund balance of $7,500,073, a
decrease of $921,700. The capital projects fund saw a reduction due to initiation of and subsequent payment
for capital projects. However, the General Fund saw an increase in capital that more than offset the decrease
in funds on hand for capital projects.
2009
General Fund

$

2010

3,781,083

$

4,731,433

Difference
$

950,348

Capital Projects

4,584,303

2,695,662

(1,888,641)

Other Grant Funds

56,385

72,978

16,593

Total

$

11,992,751

$

7,500,073

$

(921,70)

General Fund:
The District budgeted for significant increases in health benefit costs, special education contracted services,
and energy costs. These areas are a challenge for the District in budgeting. In the early 1990’s, State
funding covered approximately 85% of costs. In this budget year, approximately 53% of costs are covered
by State funding. The District is self-insured with a consortium of other school districts for health benefits.
This category can fluctuate annually based upon the health of the individual employees within the District.
Spending on health insurance alone accounted for 10% of General Fund expenditures. Special education
costs are dependent upon the type of students enrolled in the District each year. Enrollment and/or
withdrawal of severely handicapped students and private placements can cause this expenditure to fluctuate.
While the District does prepare a budget with a modest reserve each year for unexpected emergencies, this
expenditure is dependent upon actual experience during the fiscal year. Retirement rates increased as a
percentage of income for the district this year and are expected to continue to increase.
Capital Reserve Fund/Construction Fund:
The District has financed capital reserve and construction funds to provide for large and small construction
projects and assistance to the General Fund when replacement equipment is required such as total
replacement of gymnasium lights at the Spring Cove Middle School and a new district-wide communication
network. The construction funds on hand have also been used to renovate the entry to Central High School,
as well as a new roof on that entire building and a refurbished roof on the Spring Cove Middle School. The
construction of the new elementary school for the Roaring Spring and East Freedom communities is
complete. The reduction in the Capital Reserve Construction Fund is a result of the paying off of
construction bills. Funds held will continue to decrease as new practice and play fields are constructed at the
Roaring Spring Campus.

GENERAL FUND BUDGET
During the fiscal year, the Board of School Directors (The Board) authorizes revisions to the original budget
to accommodate differences from the original budget to the actual expenditures of the District. All
adjustments are again confirmed at the time the annual audit is accepted, which is after the end of the fiscal
year, which is not prohibited by state law. A schedule showing the District’s original and final budget
amounts compared with amounts actually paid and received is provided.
The District applies for federal, state, and local grants and these grants cannot always be anticipated in the
budgeting process.
-8-

Budgeted expenditures and other financing uses also increased this same amount to compensate for the
additional approved grants. Transfers between specific categories of expenditures/financing uses occur during
the year. The most significant transfers occur from the budget reserve category to specific expenditure areas.
The Budgetary Reserve includes amounts that will be funded by designated fund balance for planned
opportunities of expenditures for improvements/enhancements to the District operations. These amounts will
only be appropriated into expenditure categories if the fiscal results of the prior year end with a positive addition
to fund balance, which exceeds the total of these projected expenditures. The Board is using this method of
budgeting to control tax increases while also protecting the integrity of the fund balance.

CAPITAL ASSET AND DEBT ADMINISTRATION
CAPITAL ASSETS
At June 30, 2010, the District had $28,518,456 invested in a broad range of capital assets, including land,
buildings, and furniture and equipment.
DEBT ADMINISTRATION
As of July 1, 2009, the District had total outstanding bond principal of $24,480,000. During the year, the
District made payments against principal of $1,330,000 resulting in an outstanding debt of $23,150,000 as
of June 30, 2010.

Table A-5
Outstanding Debt
General Obligation Notes/Bonds

2009
$24,480,000

2010
$23,150,000

Other obligations include accrued vacation pay and sick leave for specific employees of the District. More
detailed information about our long-term liabilities is included in the financial statements. A retirement
incentive is to be paid out over the next four years in the form of $5,000 per retiree per year. A total of eight
retirees are due two more years of payment.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES
The District’s general obligation is rated by Standard and Poor’s “AAA” and insured by MBIA. The School
Code presently provides that in all cases where the District fails to pay the payment of any indebtedness, the
Secretary of Education shall withhold out of any appropriation due the District an amount equal to the
principal amount and interest and make payment to the bank. In August of 2005, the District approved
incurring debt over the next four years in the amount of $21 million. The District issued $10 Million in
bonds in 2005, $7.5 Million in bonds in 2007, and $3.5 Million in bonds in 2009. Borrowing capacity as of
August 2007 was $40,918,662. The current debt of $23,150,000 represents 56% of the 2007 borrowing
capacity.
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The District does not expect significant growth in the near future given the residential nature of the local
economy and a lack of developable land within the District. Commercial growth has occurred to a limited
degree due to improvement to infrastructure in the area. Most of the commercial growth has been retail and
service industries. Agribusiness continues to be a strong mainstay of the Cove area. The infusion of capital
on the part of larger wholesale feed production companies and animal nutrition companies and reinforced
these industries in the area.
The comparison of revenue and expenditure categories is as follows.

Table A-6
BUDGETED REVENUES
Local
State
Federal/Other

2003-04
40.9%
54.1%
5.0%

2004-05
40.5%
55.8%
3.7%

2005-06
41.8%
54.8%
3.4%

2006-07
43.3%
53.7%
3.09%

2007-08
45.2%
51.9%
2.87%

2008-09
44.5%
51.8%
3.7%

2009-10
44.8%
46.5%
8.7%

BUDGETED EXPENDITURES
Instruction
Support Services
Non-Instruction/
Community
Fund
Transfers/Debt

2003-04
57.1%
31.6%

2004-05
56.7%
30.8%

2005-06
57.1%
30.9%

2006-07
56.8%
31.0%

2007-08
57.8%
29.9%

2008-09
56.6%
30.9%

2009-10
56.4%
31.2%

1.8%

2.2%

2.0%

1.0%

1.8%

2.1%

2.0%

9.5%

10.3%

8.2%

11.2%

10.4%

10.4%

10.4%

CONTACTING THE DISTRICT FINANCIAL MANAGEMENT
Our financial report is designed to provide our citizens, taxpayers, parents, students, investors and creditors
with a general overview of the District’s finances and to show the Board’s accountability for the money it
receives.
If you have questions about this report or wish to request additional financial information, please contact
John E. Clark, Business Manager/Board Secretary at:
Spring Cove School District
1100 E. Main Street
Roaring Spring, PA 16673
(814) 224-5124
jclark@scsd.k12pen.com
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4

FINANCIAL STATEMENTS

SPRING COVE SCHOOL DISTRICT
Statement of Net Assets
As of June 30, 2010

ASSETS
Government
Activities

Business-type
Activities

Total

Current Assets
Cash & cash equivalents
Taxes receivable, net
Due from other governments
Other receivables
Inventories
Prepaid expenses
Total current assets

$ 9,030,274
833,399
726,414
46,787
0
447,573

$ 222,436
0
0
4,070
20,597
0

$ 9,252,710
833,399
726,414
50,857
20,597
447,573

11,084,447

247,103

11,331,550

1,488,494

0

1,488,494

25,595,815

0

25,595,815

1,380,842

15,923

1,396,765

37,382

0

37,382

28,502,533

15,923

28,518,456

$ 39,586,980

$ 263,026

$ 39,850,006

Non Current Assets
Land & site improvements
(net of accumulated depreciation)
Building & building improvements
(net of accumulated depreciation)
Furniture & fixtures
(net of accumulated depreciation)
Library & texts
(net of accumulated depreciation)
Total non current assets
Total Assets

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Net Assets
As of June 30, 2010
LIABILITIES AND NET ASSETS
Government
Activities

Business-type
Activities

Total

Current Liabilities
Due to other governments
Accounts payable
Current portion of long term debt
Accrued salaries & benefits
Total current liabilities

$

141,626
527,063
1,532,323
1,794,121

$

0
10,589
0
0

$

141,626
537,652
1,532,323
1,794,121

3,995,133

10,589

4,005,722

21,960,000
205,509
455,137

0
0
0

21,960,000
205,509
455,137

22,620,646

0

22,620,646

26,615,779

10,589

26,626,368

5,352,533

15,923

5,368,456

2,695,663

0

2,695,663

4,923,005

236,514

5,159,519

12,971,201

252,437

13,223,638

$ 39,586,980

$ 263,026

$ 39,850,006

Non Current Liabilities
Bonds payable
Other post employment benefits payable
Long term portion of compensated
absences
Total non current liabilities
Total Liabilities
Net Assets
Invested in capital assets net of related
debt
Restricted for:
Capital projects
Unrestricted
Total net assets
Total Liabilities & Net Assets

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Activities
As of June 30, 2010
Net (Expense) Revenue &
Changes in Net Assets

Program Revenues

Functions/Programs

Expenses

Indirect
Expenses
Allocation

Charges
for
Services

Operating
Grants and
Contributions

Capital
Grants and
Contributions

Governmental
Activities

Business-type
Activities

Total

Governmental Activities:
Instruction
Instructional student support
Administrative & financial support
Operation & maintenance of plant
services
Pupil transportation
Student activities
Community services
Interest on long term debt
Depreciation & amortizationunallocated
Total Governmental Activities

$ 12,101,944
1,104,724
2,671,414
1,959,343

$

0
0
0
0

$

0
0
0
0

$ 3,272,484
332,694
722,377
0

1,062,054
438,965
10,933
890,678
983,189

0
0
0
0
0

0
111,189
0
0
0

21,223,244

0

884,995

$

0
0
0
0

$ (8,829,460)
(772,030)
(1,949,037)
(1,959,343)

605,950
0
0
0
0

0
0
0
384,378
0

111,189

4,933,505

384,378

0

516,955

455,176

0

0

$ 628,144

$ 5,388,681

$ 384,378

$

0
0
0
0

$ (8,829,460)
(772,030)
(1,949,037)
(1,959,343)

(456,104)
(327,776)
(10,933)
(506,300)
(983,189)

0
0
0
0
0

(456,104)
(327,776)
(10,933)
(506,300)
(983,189)

(15,794,172)

0

(15,794,172)

Business-type activities
Food service
Total

$ 22,108,239

$

0
(15,794,172)

87,136
87,136

87,136
(15,707,036)

General Revenues:
Taxes:
Property taxes, levied for general purposes, net
Other taxes
Grants, subsidies, & contributions, not
restricted
Investment earnings
Miscellaneous income

7,912,025
1,222,826
7,643,934

0
0
0

7,912,025
1,222,826
7,643,934

39,054
172,783

262
0

39,316
172,783

16,990,622

262

16,990,884

Change in Net Assets

1,196,450

87,398

1,283,848

Net assets – beginning

11,774,751

129,853

11,904,604

$ 12,971,201

$ 217,251

$ 13,188,452

Total General Revenues

Net assets - ending

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Balance Sheet – Governmental Funds
As of June 30, 2010

General
Fund

Capital
Projects
Fund

Total
Governmental
Funds

Other
Funds

ASSETS
Cash & cash equivalents
Taxes receivable, net
Due from other funds
Due from other governments
Other receivables
Total assets

$ 6,057,700
587,089
9,350
726,414
37,437

$ 2,899,598
0
0
0
0

$ 72,976
0
0
0
0

$ 9,030,274
587,089
9,350
726,414
37,437

$ 7,417,990

$ 2,899,598

$ 72,976

$ 10,390,564

$

$

$

$

LIABILITIES
Due to other governments
Accounts payable
Current portion of long term debt
Accrued salaries & benefits
Total liabilities

141,626
202,980
547,832
1,794,121

0
203,935
0
0

0
0
0
0

141,626
406,915
547,832
1,794,121

2,686,559

203,935

0

2,890,494

900,000
0
0

0
2,695,663
0

0
0
72,976

900,000
2,695,663
72,976

Unreserved-Undesignated

3,831,431

0

0

3,831,431

Total fund balances

4,731,431

2,695,663

72,976

7,500,070

$ 7,417,990

$ 2,899,598

$ 72,976

$ 10,390,564

FUND BALANCE
Reserved for employee benefits
Reserved for capital projects
Reserved for athletics

Total Liabilities & Fund Balances

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets
As of June 30, 2010

Total Fund Balance, Governmental Funds

$ 7,500,070

Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are not
financial resources, and therefore, are not reported as assets
in governmental funds. The cost of the assets is
$41,085,880 and the accumulated depreciation is
$12,583,347.

28,502,533

Taxes receivable will be collected but are not available
soon enough to pay for the current period’s expenditures,
and therefore, are deferred in the governmental funds.

246,313

Bond issuance costs are amortized over the life of bond
issue, but considered an expense in the year of issuance for
governmental funds. The total cost of the issuance is
$579,719 and the accumulated amortization is $105,860.

447,573

Long-term liabilities, including bonds payable, are not due
and payable in the current period, and therefore, are not
reported as liabilities in the governmental funds. Longterm liabilities consist of:
Bonds payable
Accrued interest on the bonds
Compensated absences

$(23,150,000)
(120,151)
(455,137)

Total

(23,725,288)

Total Net Assets – Governmental Activities

$ 12,971,201

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Revenues, Expenditures and Changes in Fund Balance – Governmental Funds
As of June 30, 2010

Capital
Projects
Fund

General
Fund

Other
Funds

Total
Governmental
Funds

249,609
0
0

$ 111,189
0
0

$ 10,404,191
10,402,960
1,948,793

Revenues
Local sources
State sources
Federal sources

$ 10,043,393
10,402,960
1,948,793

$

Total revenue

22,395,146

249,609

111,189

22,755,944

12,092,870
6,679,810
360,723
78,099
2,233,297

0
0
0
2,138,250
0

0
0
94,598
0
0

12,092,870
6,679,810
455,321
2,216,349
2,233,297

(21,444,799)

(2,138,250)

(94,598)

(23,677,647)

(1,888,641)

16,591

3,781,084

4,584,303

56,385

8,421,772

$ 4,731,431

$ 2,695,662

$ 72,976

$ 7,500,069

Expenditures
Instruction
Support
Noninstructional services
Capital outlay
Debt service (principal & interest)
Total expenditures
Net Change in Fund Balances
Fund Balance, July 1, 2009
Fund Balance, June 30, 2010

950,347

The accompanying notes are an integral part of this statement.
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(921,703)

SPRING COVE SCHOOL DISTRICT
Reconciliation of the Governmental Funds
Statement of Revenue, Expenditures, and Changes in Fund Balance to the Statement of Activities
As of June 30, 2010

Total net change in fund balances, governmental funds

$ (921,703)

Amounts reported for governmental activities in the statement of activities are different because:
Capital outlays are reported in governmental funds as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives and
depreciated. This is the amount by which capital asset purchases exceed depreciation in the
period.
Depreciation expense
Capital outlays

$

Total

(956,903)
2,004,047
1,047,144

Bond issuance cost are amortized over the life of the bond issue, but considered an expense in
the year of issuance for governmental funds. However, in the statement of activities, these cost
are amortized over the life of the bonds. During the year, amortization of bond costs was this
amount.

(26,286)

Because some property taxes will not be collected for several months after the District’s fiscal
year ends, they are not considered as “available” revenues in the governmental funds. Deferred
tax revenues decreased by this amount.

(236,250)

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

1,330,000

Expense for salaries and benefits differs from the amount reported in the governmental funds
because long term compensated absences are reported as a liability on the statement of activities
and not on the balance sheet of the governmental funds. Compensated absences increased by
this amount during the year.

(9,074)

Interest on long term debt in the statement of activities differs from the amount reported in the
governmental funds because interest is recognized as an expenditure in the funds when it is due,
and thus requires the use of current financial resources.

12,619

Change in Net Assets of Governmental Activities

$ 1,196,450

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Net Assets
Proprietary Fund – Food Service
As of June 30, 2010

ASSETS
Current Assets
Cash & cash equivalents
Other receivables
Inventory

$ 222,436
4,070
20,597

Total current assets

$ 247,103

Non Current Assets
Furniture & equipment (net of accumulated depreciation)

15,923

Total Assets

$ 263,026

LIABILITIES
Current Liabilities
Accounts payable

$ 10,589

NET ASSETS
Invested in capital assets net of related debt
Unrestricted
Total Net Assets

$ 15,923
236,514
252,437

Total Liabilities and Net Assets

$ 263,026

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Revenue, Expenses and Changes in Net Assets
Proprietary Fund – Food Service
As of June 30, 2010

Operating Revenues
Food service revenue

$ 516,955

Operating expenses
Salaries
Employee benefits
Supplies
Depreciation
Other

$ 304,364
90,871
461,585
3,030
25,145

Total operating revenues

(884,995)

Operating (Loss)

(368,040)

Non operating Revenues
Earnings on investments
State sources
Federal sources

262
37,460
417,716

Total non operating revenues

455,438

Change in Net Assets

87,398

Total Net Assets, July 1, 2009

165,039

Total Net Assets, June 30, 2010

$ 252,437

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Cash Flows
Proprietary Fund – Food Service
As of June 30, 2010
Page 1 of 2

Cash Flows from Operating Activities
Cash from users
Cash payment to employees for services
Cash payments to suppliers for goods and services
Cash payment for other operating expenses

$ 519,128
(395,235)
(457,362)
(25,145)

Net cash provided by (used for) operating activities

$(358,614)

Cash Flows from Non Capital Financing Activities
Local sources
State sources

37,460
417,800

Total cash flows from non capital financing activities

455,260

Cash Flows from Investing Activities
Earnings on investments

262

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, July 1, 2009

96,908
125,528

Cash and Cash Equivalents, June 30, 2010

$ 222,436

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Cash Flows
Proprietary Fund – Food Service
As of June 30, 2010
Page 2 of 2

Reconciliation of Operating Income to Cash Provided by
(Used for) Operating Activities
Operating (Loss)

$(368,040)

Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities
Depreciation
Decrease in accounts receivable
(Increase) in inventories
Increase in accrued salaries & benefits

$ 3,030
2,174
(5,574)
9,796

Total adjustments

9,426

(Used for) Operating Activities

$(358,614)

The accompanying notes are an integral part of this statement.
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SPRING COVE SCHOOL DISTRICT
Statement of Net Assets- Fiduciary Funds
As of June 30, 2010

ASSETS
Current Assets
Cash & cash equivalents

$ 100,755

LIABILITIES
Current Liabilities
Accounts payable

$ 100,755

Net Assets

0

Total Liabilities and Net Assets

$ 100,755

The accompanying notes are an integral part of this statement.
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5

NOTES TO FINANCIAL STATEMENTS

SPRING COVE SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2010

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The Spring Cove School District provides elementary and secondary education to
approximately 1,900 students in southern Blair County. The District is a municipal branch
of the State of Pennsylvania. The District is governed by a nine member elected school
board.
General
The accounts of the School District are maintained, and the accompanying financial
statements have been prepared on the basis of accounting practices prescribed or permitted
by the Manual of Accounting and Related Financial Procedures for Pennsylvania School
Systems, issued by the Pennsylvania Department of Education in accordance with the
provisions of the school laws of Pennsylvania.
These financial statements have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the
government's accounting policies are described below.
Reporting Entity
The District is controlled by a School Board which has oversight responsibility over the
public education activities in the School District. The Board is not included in any other
governmental reporting entity as defined by GASB Statement No.14. Board members are
elected by the public and have decision making authority, the power to designate
management, the ability to significantly influence operations and the primary accountability
for fiscal matters. For these reasons, the District is recognized as a primary government in
accordance with accounting principles generally accepted in the United States of America.
The report includes all of the services provided by the District to residents within its
boundaries. These services include providing educational services to kindergarten,
elementary and secondary aged children. In evaluating the District as a primary government
in accordance with GASB Statement 14, Financial Reporting Entity, management has
addressed all potential component units. Consistent with applicable guidance, the criteria
used by the District to evaluate the possible inclusion of related entities within its reporting
entity are financial accountability and the nature and significance of the relationship. In
determining financial accountability in a given situation, the District reviews the
applicability of the following criteria:
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The District is financially accountable for:
1.

Organizations that make up the legal municipal entity.

2.

Legally separate organizations, if the District appoints a voting majority of the
organization's governing body and the District is able to impose its will on the
organization or if there is a potential for the organization to provide specific financial
benefits to, or impose specific financial burdens on, the District.

3.

a.

Impose its Will - If the District can significantly influence the programs, projects,
or activities of, or the level of services performed by, the organization.

b.

Financial Benefit or Burden - Exists if the District (1) is entitled to the
organization's resources or (2) is legally obligated or has otherwise assumed the
obligation to finance the deficits of, or provide support to, the organization or (3) is
obligated in some manner for the debt of the organization.

Organizations fiscally dependent on the District. Fiscal dependency is established if the
organization is unable to adopt its budget, levy taxes or set rates or charges, or issue
bonded debt without approval by the District.

Based upon the application of these criteria, no potential component units were required to
be addressed in defining the government's reporting entity.
Government-Wide and Fund Financial Statements
The government-wide financial statements (the statement of net assets and the statement of
changes in net assets) report information on all of the non fiduciary activities of the District.
For the most part, the effect of inter fund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and state and federal
subsidies, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support.
The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by programs revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include charges
to customers and grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenues.
Separate financial statements are provided for governmental funds, proprietary funds and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund statements.
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Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.
Government fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the government considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures are recorded only when payment is due.
Property taxes, amounts due from other governments, interest and miscellaneous fees
associated with the current fiscal period are all considered to be susceptible to accrual and so
have been recognized as revenues of the current fiscal period. All other items are considered
to be measurable and available only when cash is received by the government.
Fund Accounting
The accounts of the School District are organized on the basis of funds or account groups,
each of which is considered as a separate entity. Thus, the operations of each fund are
accounted for by providing a separate set of self-balancing accounts that comprise its assets,
liabilities, fund balance, revenues, and expenditures.
The funds used by the School District include:
-- Governmental Fund Types
These are the funds through which most governmental functions are furnished. The
School District’s major funds included in this category are:
* General Fund - Accounts for all financial resources except those required to be
accounted for in other funds.
* Capital Projects Fund - Accounts for financial resources to be used for the acquisition
or construction of major capital facilities.
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-- Proprietary Fund Type This type of fund accounts for operations that are financed and operated in a manner
similar to private business enterprises. The School District's major proprietary fund is:
* Enterprise Fund - Accounts for all financial resources associated with
food service operations.
-- Fiduciary Fund Type, Agency Fund
Agency funds are custodial in nature (assets equal liabilities) and do not involve the
measurement of results of operations. The District’s agency fund is:
* Activities Fund – Accounts for funds held by student groups in activity accounts.
Private sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in both the government-wide and proprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of
the GASB. Governments also have the option of following subsequent private-sector
guidance for their business-type activities and enterprise funds, subject to this same
limitation. The District has elected not to follow subsequent private-sector guidance.
As a general rule the effect of inter fund activity has been eliminated from the governmentwide financial statements.
Amounts reported as program revenues include 1) charges to students for goods and services
provided, 2) operating grants and contributions, and 3) capital grants and contributions.
Internally dedicated resources are reported as general revenues rather than program revenues.
Therefore, general revenues include all taxes.
The District’s proprietary fund distinguishes operating revenues from non operating items.
Operating revenues and expenses generally result from the provision of services. The
principle operating revenues of the District’s cafeteria are from charges for food services.
Operating expenses for the cafeteria include the cost of food, salaries and related costs,
depreciation and administrative expenses. All revenues and expenses not meeting this
definition are reported as non operating revenues and expenses.
Use of Estimates
The preparation of financial statements in conformity with the generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenue and expenditures, during the
reporting period. Actual results could differ from those estimates.
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Budgets
Budgets are adopted on a basis consistent with accounting principles generally accepted in
the United States of America. Annual appropriated budgets are adopted for the general and
special revenue funds. All annual appropriations lapse at fiscal year end. Project-length
financial plans are adopted for all capital projects funds.
Cash and Investments
Cash includes amounts in demand deposits as well as short-term investments with a maturity
date within ninety days of the date acquired by the District.
The School Code authorizes the District to invest in obligations of the United States,
obligations of the Commonwealth of Pennsylvania or to deposit funds in federally insured
banking institutions. If deposits in banking institutions exceed the federally insured
amounts, the banking institution must post additional collateral to secure District deposits.
Inventories, Materials, and Supplies
Materials and supplies of the general fund are expensed as purchased. Year end inventories
of these items were not material to the financial statements. The cafeteria inventory is
expensed on a first-in, first-out basis and valued at the lower of cost or market.
Capital Assets
Capital assets including land, land improvements, buildings and equipment, and library and
texts, are reported in the applicable governmental or business-type activities columns in the
government-wide financial statements. Capital assets are defined by the District as assets
with an initial cost of more than $4,000 and an estimated useful life in excess of one year.
These assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation.
The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend its life are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred (if any) during the construction phase of capital assets of business-type
activities is included as part of the capitalized value of the assets constructed. No interest
was capitalized during this fiscal year.
Land improvements, buildings and equipment of the District are depreciated using the
straight line method over the following estimated useful lives:
Buildings
Land improvements
Equipment

35 years
20 years
5-15 years
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Long-term Obligations
In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type
statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds. Bonds payable are reported net of the applicable
bond premium or discount.
In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount
of debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from actual debt proceeds
received, are reported as debt service expenditures.
Fund Equity
Contributed capital is recorded in proprietary funds that have received capital grants or
contributions from developers, customers or other funds. Reserves represent those portions
of fund equity not appropriable for expenditure or legally segregated for a specific future use.
Designated fund balances represent tentative plans for future use of financial resources.
Property Tax Calendar
Preliminary property tax assessments are set by the School Board at the May board meeting
of each fiscal year. These assessments are finalized at the meeting in June. Notices of
property taxes due are mailed to residents on July 1. Taxes at discount are due on or before
August 31; taxes at face value are due on or before October 31; and taxes with penalty are
due to the District's tax collector on or before December 31. On that date, delinquent
accounts are turned over to the County for collection.
2.

BUDGETING
The District is required by state law to adopt an annual budget for the General Fund. The
budget is presented on the modified accrual basis of accounting, which is consistent with
generally accepted accounting principles.
Generally, the District follows these procedures in establishing the budgetary data reflected
in the financial statements,
* Because the District intends to raise property taxes at or below a State prescribed index,
the School Board passes a resolution by January 3 of the preceding year and properly
notifies the State.

*

Prior to May of the preceding fiscal year, the District prepares a budget for the next
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succeeding fiscal year beginning July 1. The operating budget includes proposed
expenditures and the means of financing them.
*

A meeting of the Board of Directors is then called for the purpose of adopting the
proposed budget after 30 days public notice of the meeting has been given.

*

Prior to July 1, the budget is legally enacted through passage of a resolution by the
Board.

*

The budget must be filed with the Pennsylvania Department of Education by July 31
of the fiscal year.

The appropriated budget is prepared by fund, function and object. The legal level of control
is at the total fund expenditure level. Management is authorized to make budget transfers
between functions and objects. The amounts reported as the original budgeted amounts in
the budgetary statements reflect the amounts in the PDE Form 2028 when the original
appropriations were adopted. The amounts reported as the final budgeted amounts in the
budgetary statements reflect the amounts after all budget transfers. Annual appropriations
lapse at year end.
3.

CASH AND INVESTMENTS
Pennsylvania statutes provide for investment of governmental funds into certain authorized
investment types including U.S. Treasury bills, other short-term U.S. and Pennsylvania
government obligations, and insured or collateralized time deposits and certificates of
deposit. The statutes do not prescribe regulations related to demand deposits; however, they
do allow the pooling of governmental funds for investment purposes.
In addition to the investments authorized for governmental funds, fiduciary fund investments
may also be made in corporate stocks and bonds, real estate and other investments consistent
with sound business practice.
The deposit and investment policy of the District adheres to state statutes and prudent
business practice. Deposits of the governmental funds are either maintained in demand
deposits, highly liquid money market funds or pooled for investment purposes in the
Pennsylvania Local Government Investment Trust (PLGIT) or Pennsylvania School District
Liquid Asset Fund (PSDLAF) and are captioned as "cash and cash equivalents" on the
balance sheet. These investments are stated at cost which approximates market. There were
no deposit or investment transactions during the year that were in violation of either the state
statutes or the policy of the District.
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Deposits
At June 30, 2010, the deposits of the District can be categorized to indicate the level of risk
assumed. Category 1 includes bank balances that are insured or collateralized by insured or
registered securities held by the government or its agent in the government's name. Category
2 includes bank balances collateralized with securities held by the pledging financial
institution's trust department or agent in the District's name. Category 3 includes bank
balances collateralized with securities held by the pledging financial institution, or its trust
department or agent, but not in the District's name. The District's deposits in money market
funds cannot be classified by risk category because they are not evidenced by securities that
exist in physical or book entry form. At June 30, 2010, the District's deposits were as
follows:
Fair Value\
Carrying
Amount

Category 1

Uncategorized

$ 3,563,179

$ 3,563,179

$

2,486,607
7,914

0
0

2,486,607
7,914

$ 6,057,700

$ 3,563,179

$ 2,494,521

$

$

Governmental Fund - General Fund
Cash in Banks
Money Market Funds:
PSDLAF
PLGIT
Total

0

Governmental Fund - Capital Projects Fund
Cash in Banks
Money Market Funds:
PSDLAF
Total

$

696,397
2,203,201

$ 2,899,598

696,397

0

0

2,203,201

$

696,397

$ 2,203,201

$

72,976

Governmental Fund - Special Revenue Fund
Cash in Banks

$

72,976
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$

0

Business-type Activity - Enterprise Fund – Food Service
Cash in Banks
Money Market Funds:
PLGIT

$ 216,405

$ 216,405

$

0

6,031

0

$ 222,436

$ 216,405

$

6,031

$ 100,755

$

0

6,031

Agency Fund – Spring Cove Activities
Cash in Banks

4.

$ 100,755

CAPITAL ASSETS
Capital asset activity for the year ending June 30, 2010 was as follows:
Beginning
Balance
Land & site improvements

$ 2,099,198

Increases
(Decreases)
$

Ending
Balance

637,433

$ 2,736,631

Buildings &
Building improvements

34,308,700

1,341,029

35,649,729

Furniture & equipment

2,225,356

25,584

2,250,940

448,580

0

448,580

Library & texts

During the year ending June 30, 2010, $637,433 of improvements were made to athletic
fields. Additions to building and building improvements were $43,234 for construction of a
new maintenance building, and $50,533 of improvements to the cafeteria at Central High
School. Additionally, building and building improvements included construction expenses
for the new elementary school totaling $1,347,262. The equipment additions were $20,161
for two floor scrubbers, and $5,423 for a utility vehicle.
Also as of June 30, 2009, the District discontinued the use of the Roaring Spring Elementary
School and the Freedom Elementary School. The Freedom Elementary School was included
in fixed assets at its assessed value of $100,000. The building was sold during fiscal year
2010 for a net amount of $225,565. The net gain on sale, $125,565 is included as local
income in the capital projects fund and the statement of activities.
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A schedule of assets and related accumulated depreciation is as follows:
Ending
Balance

Accumulated
Depreciation

$ 2,736,631

$(1,248,237)

$ 1,488,494

Buildings &
Building improvements

35,649,729

(10,053,914)

25,595,815

Furniture & equipment

2,250,940

(870,098)

1,380,842

448,580

(411,198)

37,382

Land & site
Improvements

Library & texts

Net

Depreciation expense of $983,189 was charged to general government activities, and
depreciation expense of $3,030 was charged to proprietary fund activities.
5.

CHANGES IN GENERAL LONG TERM DEBT
The District issues general obligation bonds to provide for the acquisition and construction
of major capital facilities. These bonds are direct obligations and pledge the full faith and
credit of the District. All payments of principal and interest on General Obligation Bonds
are paid by the General Fund. Changes in general long term debt for the year ending June 30,
2010 were as follows:
Bonds
Payable
Balance at July 1, 2009

$ 24,480,000

Payment of General
Obligation Bonds

(1,330,000)

Balance at June 30, 2010

23,150,000

Less: current portion

(1,190,000)

Non current obligation

$ 21,960,000

- 32 -

6.

COMPENSATED ABSENCES
It is the District’s policy to permit employees to accumulate earned but unused vacation and
sick pay benefits. The District has adopted the following policies to accrue and account for
these benefits.
*

The District accrues a liability for vacation leave that was earned, but not used, during
the current or prior periods and for which employees can receive compensation in a
future period.

*

The District accrues a liability for sick leave as the benefits are earned, if it is probable
that the employer will compensate the employees for the benefits through cash payments
conditioned on an employee's termination or retirement.

Additionally, the current portion of the liability is reflected on the District's balance sheet if it
is to be paid from expendable, available financial resources. This short term liability is
included in the District’s Balance Sheet – Governmental Funds and the Statement of Net
Assets for Governmental Activities. The long term portion is reflected on the Statement of
Net Assets for Governmental Activities.
In accordance with the aforementioned, the District accrued $547,832 as a short term liability
for compensated absences and $455,137 as a non current liability. The change in the non
current portion is as follows:
Balance at July 1, 2009

$ 446,063

Increase for the year

(9,074)

Total at June 30, 2010
7.

$ 445,137

OTHER POST EMPLOYMENT BENEFITS (OPEB)
In accordance with various labor and employment agreements, the District provides various
post employment medical and life insurance benefits to retirees and their spouses. The
District implemented Governmental Accounting Standards Board Statement #45,
Accounting and Financial reporting by Employers for Postemployment Benefit Plans Other
than Pension Plans for the year ending June 30, 2009.
The District self insures the liability for these benefits and funds them on a pay as you go
basis. Benefits covered include medical and pharmacy, life insurance and some cash
payments for out of network claims. Teachers are covered under Act 110/43; administrators
are covered under Act 110/43 for health care benefits and PSERS superannuation for life
insurance benefits; and support staff is covered under Act 110/43.
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Retiree coverage ends at age 65, death or qualification for Medicare if earlier. Spousal
coverage ends at age 65, death or qualification for Medicare or upon cessation of retiree’s
coverage if earlier. Retirees or spouse must pay full premium coverage for healthcare. An
eligible retired administrator receives $10,000 of life insurance coverage from retirement
through age 70, decreasing thereafter to $5,000 of coverage through age 75. Under an
incentive that expired June 30, 2008, selected teacher retirees are receiving annual payments
of $5,000 for three years from the date of retirement.
For the year ending June 30, 2009, medical insurance premium rates were as follows:
Retiree
Teacher
Administrators
Support Staff

Retiree\Spouse

$ 465
418
427

$ 1,197
1,076
1,099

To value the cost of these District post employment benefits, the District contracted for an
actuarial valuation in accordance with GASB 45. The significant assumptions of this
valuation are contained in the actuary’s report available at the District administration office.
The District’s annual OPEB cost is calculated based on the Annual Required Contribution
(ARC), an amount actuarially determined in accordance with the parameters of GASB
Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and amortize and unfunded actuarial liabilities (or
funding excess) over a period not to exceed thirty years.
The actuarial report calculated a total Accumulated Postemployment Benefit Obligation for
all current active employees and retired employees of $2,067,800 as of June 30, 2009. When
amortized based on actuarial assumptions, the District should be recognizing an ARC of
$347,538 this year to fund this obligation. For the year ending June 30, 2010, the District
paid an estimated $236,700 toward the obligation. The total unfunded obligation for the
years ending June 30, 2009 and June 30, 2010 is $205,509. This amount is shown as a non
current asset on the statement of activities
8.

RETIREMENT PLAN
Substantially all employees of the District are contributing members of the pension plan
operated by the Public School Employees' Retirement System of Pennsylvania (PSERS).
Information concerning this plan is as follows:
--

PSERS is a government cost-sharing multiple employer defined benefit plan.

--

Benefits provided by PSERS include retirement and disability, legislative mandated ad
hoc cost-of-living adjustments and health care insurance premium assistance to
qualifying annuitants.
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--

The employer and employee obligations to contribute are established by authority of the
Public School Employees' Retirement Code (Act No. 96 of October 2, 1975, as
amended) (24 Pa. C. S. 8101-8535).

--

PSERS issues a comprehensive annual financial report that includes financial statements
and required supplementary information for the plan. A copy of the report may be
obtained by writing to Diane J. Wert, Office of Financial Management, Public School
Employees' Retirement System, P O Box 125, Harrisburg, Pa. 17108-0125. The report
is also available in the publications section of the PSERS website.

--

The contribution policy of the plan is established in the Public School Employees'
Retirement Code and requires contributions by active members, employers, and the
Commonwealth of Pennsylvania.

--

Active members prior to July 22, 1983 contribute at 5.25 percent (Membership Class
TC) or at 6.50 percent (Membership Class TD) of the members qualifying
compensation. Members who joined the System on or after July 22, 1983 and who were
active or inactive as of July 1, 2001, contribute at 6.25 percent (Membership Class TC)
or at 7.50 percent (Membership Class TD) of the member’s qualifying compensation.
Members who joined the System after June 30, 2001 contribute at 7.50 percent
(automatic Membership Class T-D). For all new hires and for members who elected
Class T-D membership, the higher contribution rates began with service rendered on or
after January 1, 2002.

Contributions of employers are based upon an actuarial valuation. For the fiscal year ended
June 30, 2010, the rate of employer contribution was 4.78 percent of covered payroll.
The 4.78 percent rate is composed of a pension contribution rate of 4.00 percent for pension
benefits and .78 percent for health care insurance premium assistance.
For the year ending June 30, 2010, the District's pension obligation to the plan on behalf of its
employees was $462,098.
9.

2003 SERIES OF GENERAL OBLIGATION BONDS
On March 15, 2003, the Spring Cove School District issued the 2003 Series of General
Obligation Bonds in the principal amount of $ 7,245,000. The bond proceeds were used to
(1) to refund, on an advance basis, the District’s General Obligation Bonds, Series B of 1999
in the amount of $4,000,000; (2) to refund, on a current funding basis, the District’s
General Obligation Bonds, Series of 1998 in the amount of $2,960,000; and (3) pay the cost
of issuance. Proceeds of the refunded bonds were used for various capital improvements.
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Costs to issue the bonds including applicable discounts and premiums totaled $72,362. These
costs are being amortized over the life of the issue. Amortization expense for the year ending
June 30, 2009 was $8,513. The issuance costs of $72,362, less accumulated amortization of
$53,207 (net of $19,155) are shown as a prepaid expense on the Statement of Net Assets.
Interest rates on the bonds vary from 2 to 3.3 percent.
Principal and interest payments are due on the bonds as follows:
School Year
Ending

10.

Principal Due
10/1

Interest Due
10/1
4/1

Total
Debt Service

6/30/11
6/30/12

$ 1,145,000
1,025,000

$ 34,660
16,913

$ 16,912
0

$ 1,196,572
1,041,913

Total

$ 2,170,000

$ 61,573

$ 16,912

$ 2,238,785

1999 SERIES A OF GENERAL OBLIGATION BONDS
On January 15, 1990, the Spring Cove School District issued the 1990 Series of General
Obligation Bonds in the principal amount of $4,645,000 to construct a new elementary school.
On November 15, 1993, these bonds were refinanced by the 1993A Series of General
Obligation Bonds. The proceeds of this issue were sufficient to partially refund the 1990 series
and pay the cost of issuance. This refunding resulted in a savings of about $270,000 to the
District.
On April 7, 1999, the District issued: the 1999 Series A of General Obligation Bonds in the
principal amount of $4,225,000. The proceeds of this issue were sufficient to refund the 1993A
Series of General Obligation Bonds and pay the cost of issuance. This refunding resulted in a
savings of about $13,000 to the District.
This issue was fully paid during the year ending June 30, 2010.

11. 2005 SERIES OF GENERAL OBLIGATION BONDS
On December 15, 2005, the Spring Cove School District issued the 2005 Series of General
Obligation Bonds in the principal amount of $ 10,000,000. The bond proceeds are to be used to
pay the costs of capital projects of the District that include planning, designing, acquiring,
constructing, equipping and furnishing (1) a new elementary school; (2) alterations, additions,
renovations and/or improvements to the Central High School and related facilities; (3)
alterations, additions, renovations and/or improvements to the Spring Cove Middle School and
related facilities; and (4) pay the cost of issuance.
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Costs to issue the bonds including applicable discounts and premiums totaled $229,744.
These costs are being amortized over the life of the issue. Amortization expense for the year
ending 2008 was $12,145. The issuance costs of $229,744, less accumulated amortization of
$42,507 (net of $187,237) are shown as a prepaid expense on the Statement of Net Assets.
Interest rates on the bonds vary from 3.2 to 4.15 percent.
Principal and interest payments are due on the bonds as follows:
School Year
Ending
6/30/11
6/30/12
6/30/13
6/30/14
6/30/15
6/30/16
6/30/17
6/30/18
6/30/19
6/30/20
6/30/21
6/30/22
6/30/23
6/30/24
6/30/25
Total

Principal Due
11/15
$

45,000
165,000
595,000
615,000
635,000
660,000
685,000
710,000
740,000
770,000
800,000
835,000
870,000
910,000
945,000

$ 9,980,000

Interest Due
11/15
5/15
$

196,110
195,345
192,457
181,748
170,524
158,617
146,242
133,247
119,382
104,582
88,990
72,990
55,881
38,264
19,609

$ 195,345
192,457
181,748
170,524
158,617
146,242
133,247
119,382
104,582
88,990
72,790
55,881
38,264
19,609
0

Total
Debt Service
$ 436,455
552,802
969,205
967,272
964,141
964,859
964,489
962,629
963,964
963,572
961,780
963,871
964,145
967,873
964,609

$ 1,873,988 $ 1,677,678 $ 12,901,666

12. 2007 SERIES OF GENERAL OBLIGATION BONDS
On December 1, 2007, the Spring Cove School District issued the 2007 Series of General
Obligation Bonds in the principal amount of $ 7,500,000. The bond proceeds are to be used
to pay the costs of capital projects of the District that include planning, designing, acquiring,
constructing, equipping and furnishing (1) a new elementary school and related facilities and
grounds; (2) alterations, additions, renovations and/or improvements to the Spring Cove
Middle School and related facilities and grounds, including the acquisition and installation of
new or replacement equipment and furnishings; and (3) pay the cost of issuance.
Unexpended funds of this issue totaling about $2,200,000 remained in the District’s capital
projects fund at June 30, 2009.
Costs to issue the bonds including applicable discounts and premiums totaled $161,147.
These costs are being amortized over the life of the issue. Amortization expense for the year
ending 2009 was $4,518. The issuance costs of $161,147, less accumulated amortization of
$9,037 (net of $152,110) are shown as a prepaid expense on the Statement of Net Assets.
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Interest rates on the bonds vary from 3.2 to 4.15 percent.
Principal and interest payments are due on the bonds as follows:
School Year
Ending
6/30/11
6/30/12
6/30/13
6/30/14
6/30/15
6/30/16
6/30/17
6/30/18
6/30/19
6/30/20
6/30/21
6/30/22
6/30/23
6/30/24
6/30/25
Total

Principal Due
11/15
$

0
15,000
450,000
470,000
490,000
505,000
525,000
550,000
570,000
590,000
615,000
640,000
665,000
690,000
725,000

$ 7,500,000

Interest Due
11/15
5/15
$ 146,100
146,100
145,845
138,083
129,857
121,038
111,821
101,978
91,527
80,128
68,327
56,028
42,907
29,275
15,044

$ 146,100
145,845
138,083
129,857
121,038
111,821
101,978
91,527
80,128
68,327
56,028
42,907
29,275
15,044
0

Total
Debt Service
$ 292,200
306,945
733,928
737,940
740,895
737,859
738,799
743,505
741,655
738,455
739,355
738,935
737,182
734,319
740,044

$ 1,424,058 $ 1,277,958 $ 9,982,016

13. 2009 SERIES OF GENERAL OBLIGATION BONDS
On May 1, 2009, the Spring Cove School District issued the 2009 Series of General
Obligation Bonds in the principal amount of $ 3,500,000. The bond proceeds are to be used
to pay the costs of capital projects of the District that include planning, designing, acquiring,
constructing, equipping and furnishing (1) a new elementary school and related facilities and
grounds; (2) alterations, additions, renovations and/or improvements to the Spring Cove
Middle School and related facilities and grounds, including the acquisition and installation of
new or replacement equipment and furnishings; (3) the repair or replacement of the roof at the
Martinsburg Elementary School and district Administrative Office; (4) improvements to the
Roaring Spring athletic facility; and (5) pay the cost of issuance.
Costs to issue the bonds including applicable discounts and premiums totaled $116,467.
These costs are being amortized over the life of the issue. Amortization expense for the year
ending 2009 was $1,109. The issuance costs of $116,467, less accumulated amortization of
$1,109 (net of $115,358) are shown as a prepaid expense on the Statement of Net Assets.
Interest rates on the bonds vary from 2.0 to 4.125 percent.
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Principal and interest payments are due on the bonds as follows:
School Year
Ending
6/30/11
6/30/12
6/30/13
6/30/14
6/30/15
6/30/16
6/30/17
6/30/18
6/30/19
6/30/20
6/30/21
6/30/22
6/30/23
6/30/24
6/30/25
Total

14.

Principal Due
11/15
$

Interest Due
11/15
5/15

0
5,000
190,000
195,000
205,000
220,000
235,000
245,000
260,000
285,000
310,000
330,000
360,000
375,000
285,000

$ 3,500,000

$

$

59,936
59,936
59,885
57,986
55,841
53,175
50,151
46,626
42,705
38,286
33,084
27,272
20,672
13,472
5,878
624,502 $

$

59,936
59,885
57,986
55,841
53,175
50,151
46,626
42,705
38,286
33,084
27,272
20,672
13,472
5,878
0

Total
Debt Service
$ 119,872
124,821
307,871
308,827
314,016
323,326
331,777
334,331
340,991
356,370
370,356
377,944
394,144
394,350
290,878

564,969 $ 4,689,874

DESIGNATED FUND BALANCE
During the year, the District designated $900,000 of its general fund balance to compensate
for expected future benefits payable to current employees.

15.

CONTINGENT LIABILITIES
Grant Programs
The District participates in state and federally assisted grant programs. These programs are
subject to program compliance audits by the grantors or their representatives. The District
is potentially liable for expenditures which may be disallowed pursuant to the terms of
these grant programs.
Risk Financing
The District is exposed to various risks of loss related to torts; theft of, damage to; and
destruction of assets; errors and omissions; and natural disasters. These risks are covered
by commercial insurance purchased form independent third parties. Settled claims from
these risks have not exceeded commercial insurance coverage for the past three years.
There were no significant reductions in insurance coverage from coverage in the prior year.

- 39 -

6

SUPPLEMENTARY INFORMATION

SPRING COVE SCHOOL DISTRICT
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended June 30, 2010

Budgeted Amounts
Original
Final

Actual
Budgetary
Basis

Variance With
Final Budget
Positive
(Negative)

Revenues
Local sources
State sources
Federal sources

$ 9,292,142
11,516,182
689,000

$ 9,699,065
11,349,854
959,836

$ 10,043,393
10,402,960
1,948,793

$ 344,328
(946,894)
988,957

Total revenue

21,497,324

22,008,755

22,395,146

386,391

8,725,713
2,297,727
870,678
131,236
486,763
547,628
1,326,083
204,434
495,311
2,094,869

9,046,549
2,446,650
870,678
163,736
486,763
479,628
1,381,583
216,134
500,311
1,975,869

8,802,470
2,305,256
853,701
131,443
452,601
441,886
1,346,285
210,237
461,220
1,841,618

244,079
141,394
16,977
32,293
34,162
37,742
35,298
5,897
39,091
134,251

1,068,181
755,553
7,400
371,440
18,400
55,104
2,209,357
655,900

1,076,181
871,253
8,900
385,440
18,400
82,204
2,233,357
655,900

1,062,054
855,184
8,725
349,790
10,933
78,099
2,233,297
0

14,127
16,069
175
35,650
7,467
4,105
60
655,900

(22,321,777)

(22,899,536)

(21,444,799)

(824,453)

(890,781)

Expenditures
Regular programs
Special programs
Vocational programs
Other instructional programs
Pupil personnel services
Instructional staff services
Administrative services
Pupil health
Business services
Operation & maintenance of plant
services
Student transportation services
Central & other support services
Other support services
Student activities
Community services
Facilities acquisition & construction
Debt service
Budgetary reserve
Total expenditures
Excess (Deficiency) of Revenue over
Expenditures
Fund Balance, July 1, 2009
Fund Balance, June 30, 2010

1,454,737

950,347

1,841,128

3,781,084

3,781,084

3,781,084

0

$ 2,956,631

$ 2,890,303

$ 4,731,431

$ 1,841,128

See report on supplementary information.
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SPRING COVE SCHOOL DISTRICT
Combining Balance Sheet
Non-Major Governmental Funds
As of June 30, 2010
Special Revenue
Fund
Athletic Fund

ASSETS
Current Assets
Cash

$ 72,976

LIABILITIES

$

0

Fund Balances
Unreserved

72,976

Total Liabilities and Net Assets

$ 72,976

See report on supplementary information.
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SPRING COVE SCHOOL DISTRICT
Combining Statement of Revenue, Expenditures and Changes in Fund Balances
Non-Major Governmental Funds
For the Year ending June 30, 2010
Special Revenue
Fund
Athletic Fund

Revenues
Local sources

$ 111,189

Expenditures
Operation of non-instructional services

(94,598)

Net Change in Fund Balances

16,591

Fund Balance, July 1, 2009

56,385

Fund Balance, June 30, 2010

$ 72,976

See report on supplementary information.
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7

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Ritchey, Ritchey & Koontz
CERTIFIED PUBLIC ACCOUNTANTS
RANDALL H. RITCHEY, PARTNER
BRUCE E. KOONTZ, PARTNER
BRAD M. KOONTZ, AUDIT MANAGER
JEFFREY K. KOONTZ, BRANCH MANAGER

336 East Pitt Street
Bedford, PA 15522-1439
(814)623-9510
(Fax)623-2403
www.rrkcpa.com

Martinsburg Office
115 East Allegheny Street
Martinsburg, PA 16662-1101
(814)793-2536
(Fax)793-9432

School Board
Spring Cove School District
Roaring Spring, Pennsylvania
We have audited the financial statements of the Spring Cove School District as of and for
the year ended June 30, 2010, and have issued our report thereon dated December 17, 2010. We
conducted our audit in accordance with generally auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the District's internal control over
financial reporting as a basis for designing our audit procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over financial reporting.
A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the District’s financial statements will not be prevented,
or detected and corrected on a timely basis.
Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not identify
any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the District’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.
This report is intended for the information and use of the School Board, management 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.
Very truly yours,
RITCHEY, RITCHEY & KOONTZ
By:

Randall H. Ritchey
Randall H. Ritchey, CPA

December 17, 2010
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Ritchey, Ritchey & Koontz
CERTIFIED PUBLIC ACCOUNTANTS
RANDALL H. RITCHEY, PARTNER
BRUCE E. KOONTZ, PARTNER
BRAD M. KOONTZ, AUDIT MANAGER
JEFFREY K. KOONTZ, BRANCH MANAGER

336 East Pitt Street
Bedford, PA 15522-1439
(814)623-9510
(Fax)623-2403
www.rrkcpa.com

Martinsburg Office
115 East Allegheny Street
Martinsburg, PA 16662-1101
(814)793-2536
(Fax)793-9432

School Board
Spring Cove School District
Roaring Spring, Pennsylvania
Compliance
We have audited the compliance of the Spring Cove School District with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are applicable to each of its major federal programs for the
year ended June 30, 2010. The District's major federal programs are identified in the
accompanying findings and recommendations section. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of the District's management. Our responsibility is to express an opinion on the
District's compliance based on our audit.
We conducted our audit of compliance in accordance with generally auditing standards
generally accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133 Audits of States, Local Governments and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the District's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the District's compliance with those
requirements.
In our opinion, the Spring Cove School District, complied, in all material respects, the
requirements referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2010.
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Internal Control Over Compliance
The management of the Spring Cove School District is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered the District's internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected and corrected on a timely basis.
Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over compliance that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above.
This report is intended solely for the information of management 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.
Very truly yours,
RITCHEY, RITCHEY & KOONTZ
By:

Randall H. Ritchey
Randall H. Ritchey, CPA

December 17, 2010
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

SPRING COVE SCHOOL DISTRICT
Notes to Schedule of Expenditures of Federal Awards
June 30, 2010

1.

SIGNIFICANT ACCOUNTING POLICIES
Accounting Basis
The schedule of expenditures of federal awards includes the federal grant activity of the
Spring Cove School District and is prepared under the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Therefore, some amounts presented in this schedule may differ from amounts presented in,
or used in the preparation of, the financial statements.
Inventory Valuation
Inventories are accounted for under the first-in, first-out method. Purchased commodities
are valued at the lower of cost or market. Donated commodities are based on USDA
valuations.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SPRING COVE SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ending June 30, 2010
Financial Statements
Type of auditor’s report: Unqualified.
Internal over financial reporting
* Material weakness(es) identified?

Yes

X

No

* Significant deficiency(ies) identified

Yes

X

None Reported

* Non compliance material to financial
noted?

Yes

X

No

* Material weakness(es) identified?

Yes

X

No

* Significant deficiency(ies) identified

Yes

X

None Reported

Yes

X

No

Federal Awards

Type of auditor’s report issued on compliance
for major programs: Unqualified.
Any audit findings disclosed that are
required to be reported in accordance
with section 510(a) of OMB Circular A-133?
Identification of Major Programs:
The District's federal programs tested for compliance during our audit were: Title I Improving
Basic Programs; Title I ARRA; IDEA; IDEA ARRA; and ARRA Fiscal Stabilization – Basic
Education. The amount expended for these programs was $2,183,102. These expenditures
represented 77.60 percent of the District's total federal expenditures. Based on a total program
expenditure threshold of $300,000 for type A programs, these were type A programs as defined by
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement. Also,
in accordance with the Supplement, the District qualified as a low risk auditee.
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