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INDEPENDENT AUDITOR'S REPORT

Board of School Directors
Easton Area School District
Easton, 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 Easton Area School District, as
of and for the year ended June 30, 2009, which collectively comprise the District's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Easton Area School
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 Governmental 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Easton Area School District as of June 30, 2009, and the respective changes
in the financial position and cash flows, where applicable, thereof, and the budgetary comparison of the General
Fund and Athletic Fund 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 16, 2009,
on our consideration of the Easton Area School 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 assessing the results of our audit.

The management's discussion and analysis on pages 2 through 12 are not a required part of the basic financial
statements but is 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 €xpress no opinion on it.

Easton, Pennsylvania

December 16, 2009 emin ard %ﬂag



EASTON AREA SCHOOL DISTRICT
Easton, Pennsylvania

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
For Fiscal Year Ended June 30, 2009

The discussion and analysis of the Easton Area School District’s financial performance provides an
overview of the District’s financial activities for the fiscal year ended June 30, 2009. The intent of
this discussion and analysis is to look at the District’s performance as a whole; readers should also
review the accompanying basic financial statements and notes to enhance their understanding of the
District’s financial activities.

The Management Discussion and Analysis (MD&A) is an element of the reporting model adopted
by the Government Accounting Standards Board (GASB) in its Statement No. 34, “Basic Financial
Statements and Management’s Discussion and Analysis for State and Local Governments.” The
MD&A provides certain comparative information between the current fiscal year and the prior year.

FINANCIAL HIGHLIGHTS

The 2008-09 General Fund Budget for the Easton Area School District was $121,853,679, a 10.2%
increase over the previous year. The final budget increased by $1,672,709, to $123,526,388, which
represented additional state funding, extended term financing, and the related expenditures.

The 2008 - 2009 budget contained a number of curricular initiatives including FasTT Math, to assist
struggling students in developing fluency with basic math facts, Study Island, a web-based math and
reading state assessment preparation program, and read 180, a computer tutoring program for grades
5-12, focusing on reading comprehension. The district also continued its benchmark assessment
programs, 4Sight for measuring Reading and Math proficiency in Grades 3-11 and DIBELS for
measuring progress in Grades K-2.

The District continued its commitment to technology by refreshing 1,105 (TOTAL) laptops and
desktops as well as printers in all six elementary buildings. The district also refreshed 200 laptops
and continued its one-to-one initiative at Easton Area Academy. The Classroom for the Future grant
to enhance classroom technology continued at the high school for the third year. The district

received $151,035 for this grant.

The District’s overall financial position as of June 30, 2009 continued to be very strong with total net
assets of $76,916,361, an increase of $4,547,755 over the preceding year. This increase was due
primarily to payment on outstanding bond issues netting a $5,337,555 decrease in outstanding

obligations.

The District closed the fiscal year with an unreserved, undesignated General Fund fund balance of
$9,759,829, a decrease of $768,329, resulting from the reallocation of undesignated fund balances to
provide for $2,420,000 stabilization for the Pennsylvania State Employees Retirement System

(PSERS).



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

USING THE BASIC FINANCIAL STATEMENTS

The Management Discussion and Analysis introduces the District’s basic financial statements, which
consist of a series of financial statements and accompanying notes. The financial statements are
organized so that the reader may first understand the District as a whole. These first, or more global,
set of statements are the Government (or District)-wide financial statements. The Government-wide
financial statements are then followed by a series of Fund Financial Statements that provide a more
detailed look at specific financial activities.

Figure 1 shows the components of this financial report as required by GASB 34 and how they relate
to one another.

Figure 1
Required Components of Easton Area School District’s Financial Report

Management's
Discussion and Basic Financial
Analysis Statements
(MD&A)
N
Government- Notes to the
wide Financial Fund Financial Financial
Statements Statements Statements




EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

OVERVIEW OF FINANCIAL STATEMENTS

Government-wide Financial Statements

The government-wide financial statements are designed to report a broad overview of the District’s
financial position. They are prepared using the accrual basis of accounting and take a long-term
focus. The government-wide financial statements consist of two statements — Statement of Net

Assets and Statement of Activities.

The Statement of Net Assets includes all of the District’s assets (what it owns) and all of the
District’s liabilities (what it owes) at the end of the fiscal year. The difference between the two, or
net assets, may serve as a useful indicator of how the District’s financial position has changed from
the prior year and whether or not it is improving (increase in net assets) or deteriorating (decrease in
net assets). An analysis of the change in the District’s net asset position during the fiscal year is
contained in the Statement of Activities. Because the Statement of Activities utilizes the accrual
method of accounting, all changes in net assets are reported as soon as they occur, regardless of the
timing of the underlying cash flows. Thus, some revenues and expenses (e.g. uncollected taxes and
earned but unused compensated absences) are reported now, but the corresponding cash flow will be
realized in some future period. Taken as a whole the Statement of Net Assets and the Statement of
Activities provide a snapshot of how well the Easton Area School District faired during fiscal year

2009.

The government-wide financial statements distinguish between those functions of the District that
are part of the basic services provided, including instruction, administrative support, capital projects,
and community services, called governmental activities and those that are ancillary to these
functions, such as food service, called business type activities. Governmental activities are
principally supported through local taxation and state and federal subsidies and grants. Business
type activities recover a portion of their costs through user fees and charges.

The government-wide financial statements can be found on pages 13 and 14 of this report.

Fund Financial Statements

More detailed financial information may be found in the District’s fund financial statements. These
statements focus on specific aspects of the District’s financial operation defined as funds, not on the
District as a whole. A fund is a grouping of related accounts that is used to maintain control over
resources that have been designated for specific purposes. Fund financial statements are prepared on
a modified accrual basis of accounting and have a short-term focus. As such there is not a direct
relationship between the government-wide financial statements and the fund financial statements.
However, a reconciliation statement is constructed to help draw out the connections between these
two types of statements and the impact of short-term financing decisions on the long-term financial
health of the District. There are three types of fund financial statements — governmental, proprietary,

and fiduciary.



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30,2009

Governmental funds report the financial activities of the District’s most basic services, similar to
those included in the governmental activities contained within the government-wide financial
statements. Governmental fund information helps the reader evaluate the impact of short-term
inflows and outflows of spendable resources and their ability to meet short-term financing
requirements. The District operates four governmental funds — General Fund, Athletic F und, Capital
Projects Fund, and Debt Service Fund. Information is presented for each of these funds individually
in the Governmental Fund Balance Sheet and in the Governmental Funds Statement of Revenues,

Expenditures, and Changes in Fund Balances,
The governmental fund financial statements can be found on pages 15 - 20 of this report.

Proprietary funds are used to account for those activities of the District that are similar to business
operations in the private sector or where a significant portion of the funding is through user charges.
The District operates a proprietary fund, the Food Service Fund. The information reported in the
fund financial statements is the same as that reported in the government-wide financial statements
under business type activities only with additional information on cash flows. The proprietary fund
financial statements can be found on pages 21 through 23.

Fiduciary funds represent those activities for which the District does not maintain ownership, but for
which it acts as the trustee or fiduciary agent. These funds include scholarships and student activity
accounts. Fiduciary funds are excluded from the District’s government-wide financial statements
because the District may not use them to finance its operations. The fiduciary fund financial
statements can be found on pages 24 and 25.



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

ANALYSIS OF GOVERNMENT-WIDE FINANCIAL STATEMENTS (DISTRICT AS A
WHOLE)

Table | represents a condensed version of the Statement of Net Assets that appears on page 13.

Table 1
Condensed Statement of Net Assets
Fiscal Year Ended June 30

FY 2008 FY 2009
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total

Current and Other Assets $ 102368284 § 370,745 § 102,739,029 § 80,187,935 § 520,123 § 80,708,058
Capital Assets 161,826,757 94,392 161,921,149 189,055,014 88,357 189,143,371
Total Assels § 264195041 § 307433 § 264,502,474 § 269,242,949 § 608,480 $§ 269,851,429
Current and Other Liabilities $ 22,953,583 $ 61,763 § 23015346 $ 26,794,788 '§ 158,129 § 26,952,917
Long-term Liabilities 169,276,226 - 169,276,226 165,982,151 - 165,982,151
Total Liabilities $ 192229809 $ 61,763 § 192,291,572 $ 192,776,939 § 158,129 $ 192,935,068
Net Assets

Invested in Capital Assets Net of

Related Debt 3 38,793,922 $§ 94392 § 38,888,314 § 42645693 § 88357 % 42,734,050
Retirement of Long-Term Debt 5,758,097 . 5,758,097 5,145,874 - 5,145,874
Unrestricted 27,413213 308,982 27,722,195 28,674,443 361,994 29,036,437
Total Net Assets 3 71,965232 $ 403374 $ 72,368,606 $ 76,466,010 $§ 450,351 § 76,916,361

At fiscal year-end June 30, 2009, the District’s total net assets were $76,916,361, an increase of
6.3% or $4,547,755 over the prior year. Most of the District’s net assets are invested in capital
assets (land, buildings, and equipment.) The ratio of current assets to current liabilities is a useful
measure of an enterprise’s liquidity. For the Easton Area School District, this ratio is 3.02:1
meaning that the value of short-term assets is more than three times the value of the short-term

liabilities, indicating the District’s strong liquidity position.

The District’s long-term assets are its investment in physical plant and equipment. For fiscal year
2009, long-term assets were $189,143,371. This represents an increase of $27,222,222 and is due to
the ongoing construction and renovation of the Middle School Complex, the renovation of the old
Paxinosa Elementary School (renamed Shawnee Elementary School) and the renovation of the
March Elementary School. The majority of the District’s long-term liabilities are in the form of

bonds due of $148,790,000.

The Statement of Activities shows the results of the year’s activities. Specific charges, grants,
revenues, and subsidies that directly relate to specific expense categories are represented to
determine the final amount of District activities that are supported by general revenues. The two
principal sources of general revenues are the Basic Education subsidy provided by the
Commonwealth of Pennsylvania and local taxes assessed to taxpayers by the District.



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

Table 2 takes the information contained in the Statement of Activities found on page 14 and
rearranges it slightly to illustrate the total revenues and expenditures for the year and the net impact

on net assets.

During fiscal year 2009, the District realized revenues totaling $122,127,392 for governmental
activities to offset expenses of $1 17,626,614, resulting in an increase in net assets of $4,500,778.
Business-type activities contributed an additional $46,977 in net assets, primarily from the food
service operation. The total increase in net assets to the District was $4,547,755.

Table 2
Condensed Statement of Activities
Fiscal Year Ended June 30

FY 2008 FY 2009
Governmental  Business -type Governmental Business -type
Activities Activities Total Activities Activities
REVENUES
Program Revenues
Charges for Services S 439,348 & 1,269,485 1,708,833 § 325960 § 1,449,683 §
Operating Grants and Contributions 17,814,457 1,555,090 15,369,547 16,518,233 1,773,942
General Revenues
Taxes Levied for General Purposes 65,951,929 - 65,951,929 70,426,212
Other Taxes Levied 10,309,876 - 10,309,876 10,201,212
Grants, Subsidies, and
Not Restricted 17,090,800 - 17,090,800 21,792,466 -
Unrestricted Investment Earnings 4,240,144 2,069 4,242,213 2,538,529 1,881
Other 556,407 75111 631,518 324,780 1,500
TOTALREVENUES § 116,402,961 $ 2,901,755 S 119,304,716 $ 122,127,392 § 3227006 § 1
EXPENSES
Instruction $ 68527426 - S 6852742 ¢ 73,043,117 § - S
Instructional Student Support 3,405,473 - 3,405,473 3,773,486 -
Administrative and Financial Support 10,356,398 - 10,356,398 11,250,630 -
Operations and Maintenance of Plant 14,883,465 - 14,883,465 14,299,404
Pupil Transportation 2,938,841 - 2,938,841 4,459,700 -
Student Activities 1,710,685 - 1,710,685 1,731,844 -
Community Services 1,629,672 - 1,629,672 1,757,020
Interest on Long-term Debt 6,163,038 - 6,163,038 7,311,413 -
Food Service - 2,692,374 2,692,374 - 3,180,029
TOTAL EXPENSES  § 109,614,998 S 2,692,374 § 112,307,372 § 117,626,614 $ 3,180,029 § 1
Changes in Net Assets $ 6,787,963 $ 209,381 S 6,997,344 $ 4,500,778 $ 46,977 S

Total

1,775,643
18,292,175

70,426,212
10,201,212

21,792,466
2,540,410
326,280
25,354,398

73,043,117
3,773,486
11,250,630
14,299,404
4,459,700
1,731,844
1,757,020
7,311,413
3,180,029
20,806,643

4,547,755



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

Table 3 shows the District’s eight major functions that characterize the governmental activities—
instructional programs, instructional student support, administration, operation and maintenance of
plant services, pupil transportation, student activities, community services, and debt services as well
as each program’s net cost (total cost less revenues generated by these activities.) The table also
includes the unrestricted grants subsidies, and contributions available to offset these net costs and the
remaining financial needs that must be supported by local taxes and other miscellaneous revenues.

Table 3
Governmental Activities
Fiscal Year Ended June 30

FY 2008 FY 2009
Total Cost Net Cost Total Cost Net Cost
of Services of Services of Services of Services
Functions/Programs
Instruction $ 68,527,426 § 56,190,024 $ 73,043,117 § 61,459,384
Instructional Student Support 3,405,473 2,860,618 3,773,486 3,254,837
Administrative and Financial Support 10,356,398 8,980,766 11,250,630 9,935,341
Operations and Maintenace of Plant 14,883,465 13,100,792 14,299,404 13,848,084
Pupil Transportation 2,938,841 2470283 4,459,700 2,645,726
Student Activities 1,710,685 1,463,525 1,731,844 1,535,105
Community Services 1,629,672 1,594,407 1,757,020 1,723,545
Interest on Long-term Debt 6,163,038 4,700,778 7,311,413 6,380,399
Total Governmental Activities $ 109,614,998 $ 91361193 $ 117,626,614 S 100,782,421
Less
Unrestricted Grants and Subsidies $  17,090800 $ 21,792,466
Total Needs from Local Taxes and other
$ 74,270,393 $ 78,989,955

Revenues

The District realized $16,518,233 in program specific revenues to offset these program costs. The
most significant of these program specific revenues are federal Title monies and state subsidies for
special education, vocational education, and reimbursements for social security, retirement, and debt
service. Unrestricted grants and subsidies represent the basic education subsidy provided by the
state. A

The District operates one business activity — the Food Service Program. In fiscal year 2009, the
Food Service program had expenses of $3,180,029, which were offset by direct charges and
contributions of $3,223,625, an additional $1,881 in interest earnings, and $1,500 in miscellaneous
income, resulting in net revenues of $46,977.



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis ((MD&A)
For Fiscal Year Ended June 30, 2009

ANALYSIS OF FUND FINANCIAL STATEMENTS

At June 30, 2009, the District’s governmental funds reported a fund balance of $54,502,661. This is
a decrease from the prior year of $30,302,939.

The General Fund contributed $27,766,081 toward the total fund balance. The Capital Projects fund
balance decreased by $29,291,781 due to the payment of $30,256,292 for construction costs of the
Middle School Complex, and the Paxinosa Elementary School (renamed Shawnee Elementary
School) and the March Elementary School renovation projects. There was also a decrease in the
Debt Service Fund of $309,843 owing to the $1,639,794 in bond payments offset by the refunding
proceeds of the 2008 Variable Rate Bonds and the termination of the 2008 Fixed Payor Interest Rate
Swap. The Capital Reserve Fund decreased by $612,223 owing to payment for capital improvement
costs of $704,223, offset by $123,023 investment earnings and proceeds from the sale of fixed asset
proceed of $92,000. The Athletic Fund showed a $13 increase in fund balance.

General Fund

The District applies for federal, state, and local grants that cannot always be anticipated during the
budgetary process (Classrooms for the Future, Family Literacy, 21* Century, etc.) Budgets for
revenues and expenditures are revised during the year to reflect these grant activities and are
approved by the Board of Education. For fiscal year 2009, budgeted revenues and expenditures
were increased by $2,011,433 as a result of these grants. A schedule showing the District’s original
and final budget amounts compared with actual revenues and expenditures is provided on page 19.

Actual expenditures exceeded revenues by $88,223, resulting in a fund balance in the General Fund
of $27,766,081. This decrease in fund balance is due to several factors. On the revenue side, slowed
growth in housing development resulted in local revenues, primarily real estate transfer and interim
real estate taxes, falling short of budgeted amounts by $1,588,188. The District’s active cash
management program investment income was $461,322 under the budgeted level. Overall, Local
Revenues collected did not reach the budgeted level by $1,672,585.

In addition, state revenues budgeted exceeded actual amounts by $765,326. The State Legislature
did not pass the State budget prior to the District’s budget approval and therefore the allocations to
school districts were not known until after the District’s budget was finalized.

However, Federal Revenues exceeded projected levels by $107,857 as allocations for Title programs
were increased. Overall, projected levels exceeded actual revenues by $2,330,054.

While projected revenues levels exceeded actual results, expenditures in FY 2009 were less than
budgeted by a total of $2,241,831. Debt service payments and transfers to other funds were
$1,294,400 less than budgeted. The District is self-insured for its medical, prescription, and dental
benefits. Actual costs were $155,508 more than amounts budgeted for this self-insured program.



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

Capital Projects Fund

During fiscal year 2009, the District completed $30,256,292 in capital projects. Included in these
projects is the completion of the $90,000,000 expansion and renovation of the Middle School
Complex, the renovation of both the former Paxinosa Elementary School and the March Elementary

School.

Capital Reserve Fund

The Board of Education established a Capital Reserve in addition to the General Fund in fiscal year
2003. As per the PA Public School Code, these funds are legally restricted for capital improvements

and purchases of school buses.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Capital assets include land and land improvements, buildings, construction in progress, and furniture
and equipment. The District’s investment in capital assets net of depreciation increased by
$27,228 257 to a total of $189,055,014 as of June 30, 2009 and is summarized in Table 4.

Table 4
Capital Assets — Net of Depreciation
Fiscal Year Ended June 30
FY 2008 FY 2009
Land $ 5,773,200 $ 5,773,200
Site Improvements $ 11,980,319 § 15,675,482
Buildings & Improvements $ 171,328,582 $§ 174,988,481
Furniture & Equipment $ 17,032,594 § 20,540,163
Construction In Progress $ 3,044,493 § 25,764,714
TOTAL $ 209,159,188 $ 242,742,040

Less Accumulated Depreciation — $ 47,332,431 $ 53,687,026
NET $ 161,826,757 $ 189,055,014
The additions to capital assets were due primarily to the new Middle School Complex, and the

renovation of the existing Paxinosa and March Elementary Schools. More detailed information
about the District’s capital assets may be found in Note 7 of the financial statements.

There is $88,357 in capital assets held by the District’s business type activity.

10



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

Long-term Debt

As of July 1, 2008, the District had outstanding bond principal of $153,525,000. During the year the
District remarketed the 2006 General Obligation Bonds, with a total principal of $36,705,000, which
consisted of a swap portion of $21,705,000, and a variable rate portion of $15,000,000. During that
process the District incurred $37,245,000 in new debt as a traditional fixed rate issue, and made
principal payments of $5,275,000, leaving the District with $148,790,000 in total outstanding debt as
of June 30, 2009. Table 5 lists the outstanding debt by bond.

Table 5
Outstanding Debt

FY 2008 FY 2009
GENERAL OBLIGATION NOTES
Series 2002 $ 21,965,000 $ 20,210,000
GENERAL OBLIGATION BONDS
Series 2003 17,365,000 15,580,000
Series 2005 37,490,000 36,180,000
Series 2006 40,000,000 40,000,000
Series 2008 36,705,000 36,820,000
TOTAL $ 153,525,000 $ 148,790,000

The District’s underlying bond rating from Moody’s is A2 and reflects the District’s strong financial
position. Moody’s has also assigned an Al enhanced rating based upon the additional security
provided by the State’s Act 150 School District Intercept Program. The Act provides for
undistributed state aid to be diverted to bond holders in the event of default.

The District has also entered into various capital lease agreements to finance the acquisition of
computer equipment. The net present value of these capital lease obligations is $2,589,588. More
detailed information concerning the District’s long-term debt may be found in Notes 9 and 10 of the

financial statements.

ECONOMIC FACTORS AND OUTLOOK

The Easton Area School District has faced a number of economic challenges in recent years that are
likely to continue. Driven by a growth in housing, the District had seen a corresponding growth in
enrollments that begun to slow due to the economic slowdown. Enrollments decreased by .95% this
past year; however the enrollment over the last five years has increased by 2.55%. The District has
put in place a capital plan, which included the expansion to the high school, the building of a new
middle school complex to house grades 5-8, and renovation of the existing Paxinosa Elementary and
the March Elementary Schools. In addition to the capital needs generated by increasing enrollments,
the District will also be faced with growing operational costs.

11



EASTON AREA SCHOOL DISTRICT
Management’s Discussion and Analysis (MD&A)
For Fiscal Year Ended June 30, 2009

The District has also experienced a modest growth in its tax base in recent years, which should help
to modify the impact of the enrollment growth on local taxpayers. The District’s real estate
assessments increased by 5.04% between 2007-08 and 2008-09.

All of the collective bargaining units are under contract with the Easton Area School District. The
District recently reached new contracts with its administrative professional and bus drivers and is
currently negotiating with its custodial and maintenance staff.

Like all Pennsylvania school districts, the Easton Area School District is subject to Act 1 of 2006.
Act I replaced Act 72 of 2004 and restricts the ability of a district to increase its tax rate above an
index without getting public approval through a referendum.

GASB 45 requires governmental agencies like the school district to recognize a portion of other
post-employment benefits as a liability on their balance sheets beginning in the 2008-09 fiscal year.
Previously, organizations like the school district recognized these obligations on a pay-as-you go

basis.
REQUESTS FOR INFORMATION

This financial report has been designed to provide our citizens, taxpayers, parents, students,
investors, and creditors with a general overview of the District’s finances. If you have questions
about this report or wish to request additional information, please contact Marie S. Guidry, Business
Manager/Board Treasurer, Easton Area School District, 1801 Bushkill Drive, Easton, PA 18040-

8186, (610) 250-2400 Ext 35013.

12



Current Assets:
Cash and Cash Equivalents
Investments
Taxes Receivable (net)
Intergovernmental Receivables
Other Receivables
Inventories
Prepaid Expenses

Other Current Assets - Issuance Costs

Total Current Assets

Non-current Assets:

Restricted Cash and Cash Equivalents

Restricted Investments

(net of applicable depreciation, amortization)

Land
Site Improvements
Building & Building Improvements
Furniture & Equipment
Construction in Progress
Long-Term Bond Issuance Costs
Total Non-current Assets
Total Assets
Liabilities and Net Assets
Current Liabilities:
Accounts Payable
Contracts Payable
Current Portion of Long-Term Debt
Interest Payable
Accrued Salaries and Benefits

Payroll Deductions and Withholdings

Deferred Revenues
Current Deferred Bond Premium
Other Current Liabilites

Total Current Liabilities

Non-current Liabilities:
Bonds Payable
Lease Purchase Obligations
Compensated Absences
Long-Term Deferred Bond Premium
Other Postemployment Benefits
Other Long-Term Liabilities

Total Non-current Liabilities
Total Liabilities
Net Assets

Invested in Capital Assets, net of Related Debt

Capital Projects
Unrestricted

Total Net Assets
Total Liabilities and Net Assets

EASTON AREA SCHOOL DISTRICT

STATEMENT OF NET ASSETS
JUNE 30, 2009
Governmental Business-Type
Activities Activities Total
$ 38,428,926 $ 203,695 38,632,621
9,541,072 - 9,541,072
6,243,543 - 6,243,543
1,174,159 267,755 1,441,914
217,952 18,211 236,163
- 30,462 30,462
1,796,643 - 1,796,643
225,541 - 225,541
57,627,836 520,123 58,147,959
6,600,000 - 6,600,000
13,085,000 13,085,000
5,773,200 - 5,773,200
8,786,527 - 8,786,527
139,178,225 - 139,178,225
9,552,348 88,357 9,640,705
25,764,714 - 25,764,714
2,875,099 - 2,875,099
211,615,113 88,357 211,703,470
$ 269242949 § 608,480 269,851,429
$ 3,063,974 $ 143,210 3,207,184
3,036,172 - 3,036,172
8,019,888 - 8,019,888
2,044,130 - 2,044,130
8,783,018 - 8,783,018
337,598 14,919 352,517
61,718 - 61,718
1,417,450 - 1,417,450
30,840 - 30,840
26,794,788 158,129 26,952,917
142,450,000 - 142,450,000
1,196,965 - 1,196,965
4,580,976 - 4,580,976
15,283,556 - 15,283,556
85,654 - 85,654
2,385,000 - 2,385,000
165,982,151 - 165,982,151
192,776,939 158,129 192,935,068
42,645,693 88,357 42,734,050
5,145,874 - 5,145,874
28,674,443 361,994 29,036,437
76,466,010 450,351 76,916,361
$ 269,242,949 $ 608,480 269,851,429

The accompanying notes are an integral part of these financial statements.
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EASTON AREA SCHOOL DISTRICT

RECONCILIATION: GOVERNMENTAL FUNDS BALANCE SHEET

TO STATEMENT OF NET ASSETS ENTITY WIDE
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Total Fund Balances - Governmental Funds

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 $209,159,188 and the accumulated
depreciation if $47,332,431.

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

Deferred bond issuance premium is realized over the life of the bond issue. Unrealized bond
premium is presented as a deferral in Governmental Activities.

Remaining capitalized bond issuance costs to be amortized over the life of the bond issues is

presented as other assets in Governmental Activities.

Liabilities, including bonds payable, are not due and payable in the current period and therefore are
not reported as liabilities in the funds. Those liabilities at year-end consist of:

Bonds payable (148,790,000)
Accrued interest (2,044,130)
Capital leases payable (2,589,588)
Compensated absences (4,868,241)
Other Post Employment Benefits (85,654)

Total Net Assets - Governmental Activities

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

$ 54,502,661

189,055,014

4,886,312

(16,701,005)

3,100,641

(158,377,613)
76406010
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EASTON AREA SCHOOL DISTRICT
RECONCILIATION: GOVERNMENTAL FUNDS STATEMENT OF REVENUES.
EXPENDITURES, AND CHANGES IN FUND BALANCES TQ STATEMENT OF ACTIVITES

FOR THE YEAR ENDED JUNE 30, 2009

Total Net Change in Fund Balances - Governmental Funds

Amounts reported for Governmental Activities in the Statement of Activities are different
because:

Capital outlays are reported in governmental funds as expenditures. However, in the statement
of activities, the cost of those assets in allocated over their estimated useful lives as deprecation
expense. This is the amount by which depreciation expense ($6,354,595) is less than capital
outlays $33,582,852 in the period.

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

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

In the statement of activities, certain operating expenses - compensated absences (sick pay and
vacations) and other Post-Employment Benefits - are measured by the amounts earned during the
year. In the governmental funds, however, expenditures for these items are measured by the
amount of financial resources used (essentially, the amounts actually paid). This year, vacation
and sick leave earned decreased by $495,278 and OPEB increased by (85,654).

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. In the statement of activities, however,
interest expense is recognized as the interest accrues, regardless of when it is due. This year
accrued interest payable on bonds increased by $185,025.

The amount of lease and bond proceeds is reported in the governmental funds as a source of
financing. On the other hand, capitalized lease obligations of $1,100,000 and refunding bond
proceeds of $37,245,000 are not revenues in the Statement of Activities, but rather constitute
long-term liabilities in the Statement of Net Assets.

The capitalized costs of bond issues are recognized as expenditures in the governmental funds,
but is amortized over the life of the bond issue in the statement of activities. Premiums received
on bond issues are realized in the statement of activities over the life of the bond issue.
Capitalized issuance costs amortized during the year of $(225,541) and the realized premium on
bond issues amounted to $987,364. Bond issuance costs incurred and paid during the year
amounted to $966,029.

Change in Net Assets of Governmental Activities

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

$

(30,302,939)

27,228,257

43,272,931

695,078

409,624

(185,025)

(38,345,000)

1,727,852

$

4,500,778
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Agsets
Current Assets:
Cash and Cash Equivalents
Due from Other Governments
Other Receivables
Inventories
Total Current Assets

Non-Current Assets:
Furniture & Equipment (net depreciation)

Total Non-Current Assets
Total Assets

Liabilities and Net Assets

Current Liabilities:
Accounts Payable
Deferred Revenues

Total Liabilities

Net Assets:
Invested in Capital Assets
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

EASTON AREA SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUND
JUNE 30, 2009

The accompanying notes are an integral part of these financial statements,

$

$

$

$

Food
Service Fund

203,695
267,755
18,211
30,462

520,123

88,357

88,357
608,480

143,210
14,919

158,129

88,357
361,994

450,351

608,480

21



: EASTON AREA SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2009

Food
Service Fund

Operating Revenues:

Food Service Revenue $ 1,427,030
Other Operating Revenues 22,653
Total Operating Revenues 1,449,683
Operating Expenses:
Salaries 796,638
Employee Benefits ‘ 189,731
Other Purchases Service 1,963,580
Supplies 203,833
Depreciation 17,333
Other Operating Expenditures 8,914
Total Operating Expenses 3,180,029
Operating (Loss) (1,730,346)
Non-operating Revenues:

_ Earnings on Investments 1,881
Gain/Loss on Sale of Fixed Assets 1,500
State Sources 141,703
Federal Sources 1,632,239

Total Non-operating Revenue 1,777,323
Change in Net Assets 46,977
Net Assets - Beginning of Year 403,374
Net Assets - End of Year $ 450,351

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



EASTON AREA SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2009

Cash Flows from Operating Activities:
Cash Received from Users
Cash Received from Other Operating Revenue
Cash Payments to Employees for Services
Cash Payments to Suppliers for Goods and Services
Cash Payments for Other Operating Expenses

Net Cash (Used for) Operating Activities

Cash Flows from Non-Capital Financing Activities:
State
Federal

Net Cash Provided by Non-Capital Financing Activities

Cash Flows from Capital Related Activities:
Capital Outlay
Gain/Loss on Sale of Fixed Assets

Net Cash (Used for) Capital Related Activities

Cash Flows from Investing Activities:
Earnings on Investments

Net Cash Provided from Investing Activities

Net Increase in Cash and Cash Flow

Cash and Cash Equivalents, July 1, 2008
Cash and Cash Equivalents, June 30, 2009

Reconciliation of Operating (Loss) to Net Cash (Used for)
Operating Activities:

Operating (Loss)

Depreciation and Net Amortization
(Increase) Decrease in Accounts Receivable
Decrease in Inventories

Increase in Accounts Payable

Increase in Deferred Revenue

Total Adjustments

Total Cash (Used for) Operating Activities

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

Food
Service Fund

$ 1,417,107
22,653

(986,369)
(2,077,667)

(8,914)
(1,633,190)

135,711
1,567,282

1,702,993

(11,299)
1,500

(9,799)

1,881
1,881

61,885

141,810

S 203695

(1,730,346}

17,333

(18,211)
1,667
88,079
8,288

97,156

$ 1,633,190
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Assets

Current Assets
Cash and Cash Equivalents
Investments

Total Assets

Liabilities and Net Assets
Liabilities:

Other Current Liabilities
Total Liabilities

Net Assets:
Restricted

Total Net Assets

Total Liabilities and Net Assets

EASTON AREA SCHOOL DISTRICT

STATEMENT OF NET ASSETS

FIDUCIARY FUNDS

JUNE 30. 2009

Total
Private Purpose Student Fiduciary

Trusts Activities Funds
$ 842,112 § 320,409 1,162,521
483,132 - 483,132
$ 1,325244 § 320,409 1,645,653
$ - 3 320,409 320,409
- 320,409 320,409
1,325,244 - 1,325,244
1,325,244 - 1,325,244
$ 1,325,244 § 320,409 1,645,653

The accompanying notes are an integral part of these financial statements.
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Additions
Gifts and Contributions
Other Additions

Total Additions

Deductions
Scholarships Awarded
Other Deductions

Total Deductions

Changes in Net Assets

Net Assets - July 1, 2008

Net Assets - June 30, 2009

EASTON AREA SCHOOL DISTRICT

STATEMENT OF CHANGES IN NET ASSETS

FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2009

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

Private Purpose

1,281,071

$

Trusts

48,974
32,730

81,704

37,471
60

37,531

44,173

1,325,244
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NOTE 1

EASTON AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Easton Area School District is a primary governmental entity whose operational procedures are defined by
the Pennsylvania Public School Code of 1949. The School District functions as a Board of Directors chosen in a
general election, and is considered to be fiscally independent. The District operates under current standards
prescribed by the Pennsylvania Department of Education in accordance with the provisions of the School Laws
of Pennsylvania as a School District of the third class. The District serves the Townships of Forks, Lower Mt.
Bethel, Palmer, City of Easton and Borough of Riegelsville.

The financial statements of Easton Area School District (the District) have been prepared in accordance with
generally accepted accounting principles (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the authoritative stand-setting body for the establishment of
governmental accounting and financial reporting principles. The more significant of these accounting policies
are discussed below:

Reporting Entity

The Governmental Accounting Standards Board Statement No. 14, "The Financial Reporting Entity,"
established the criteria for determining the activities, organizations and functions of government to be included
in the financial statements of the reporting entity. In evaluating the District as a reporting entity, management has
addressed all potential component units which may or may not fall within the District's financial accountability.
The criteria used to evaluate component units for possible inclusion as part of the District's reporting entity are
financial accountability and the nature and significance of the relationship.

Easton Area Public Library (A Not-for Profit Corporation) - Consideration was given by the District to the
Library for inclusion of the Library's financial operations as part of the District's financial statements. The
District funded $1,041,173 of operations and salaries of the Library and funded $404,886 of employee benefits
during the year; these costs are included within the District's expenditures. The District has also included the
capital value of the Library Building on the Statement of Net Assets. As a result of materiality and other criteria,
the Library's other operating costs and revenues are not presented separately as component unit operations of the
District. A complete copy of the Library Financial Statements is available for review at the District's business
office.

Joint Ventures

The Easton Area School District participates with other Districts of eastern Northampton County in the operation
of the Career Institute of Technology. The Institute is considered to be fiscally independent and is governed by a
board of directors appointed by the member school districts. The financial statements are available at the Career
Institute of Technology's business office.

The Easton Area School District participates with other Districts of Northampton County by contributing
support for the operation of the Northampton Community College. The annual operating costs of the college are
apportioned among member districts. The financial statements are available at the Northampton Community
College administrative office.
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NOTE 1

EASTON AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Joint Ventures (Cont'd)

Colonial Intermediate Unit 20 was organized by constituent school districts in Northampton, Monroe and Pike
Counties. The District receives services from the TU 20 for special education of District students. The U 20 is
considered to be fiscally independent and is governed by a board of directors appointed by member districts.
The financial statements for the IU 20 are available at the IU 20 business office.

Basis of Presentation

Governmental Accounting standards Board Statement No. 34 - Basic Financial Statements - and Management's
Discussion and Analysis - for State and Local Governments, provides for the following -

Government-wide Financial Statements:

The statement of net assets and the statement of activities display information about the reporting government as
a whole. They include all funds of the reporting entity except for fiduciary funds. The statements distinguish
between governmental and business-type activities. Governmental activities generally are financed through
taxes, intergovernmental revenues, and other non-exchange revenues. Business-type activities are financed in
whole or in part by fees charged to external parties for goods or services. Program revenues include charges
paid by the recipients of the goods or services offered by the programs and grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Internal activity is limited
to interfund transfers which are eliminated to avoid "doubling up" revenues and expenses. Net assets are
reported as restricted when constraints placed on net assets use are either externally imposed by creditors (such
as through debt covenants, grantors, contributors, or laws or regulations of other governments or imposed by law
through constitutional provisions or enabling legislation).

Fund Financial Statements:

The financial statements of the reporting entity are organized into funds, each of which is considered to be a
separate accounting entity. Each fund is accounted for by providing a separate set of self-balanced accounts that
constitute its assets, liabilities, fund equity, revenues, and expenditure/expenses. Funds are organized into three
major categories: governmental, proprietary, and fiduciary. An emphasis is placed on major funds within the
governmental and proprietary categories. Each major fund is presented in a single column on the governmental
fund financial statements.

1. GOVERNMENTAL FUNDS:

These are the funds through which most government functions are furnished. The funds of the
financial reporting entity are described below:

a. General Fund - Accounts for all furnished resources except those required to be
accounted for in other funds. The General Fund in the primary operating fund of the
District and always classified as a major fund.
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NOTE |

EASTON AREA SCHQOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

1. GOVERNMENTAL FUNDS: (Cont'd)

b. Special Revenue Funds - Accounts for the proceeds of specific revenue sources that are
legally restricted to expenditures for specific purposes. The Athletic Fund is presented
as a major fund.

la. Athletic Fund - Authorized by Section 511 of the Public School Code of
1949,
2a. Capital Reserve Fund - Authorized by Section 1432 of the Municipal Code

of Pennsylvania accounts for (1) monies transferred during any fiscal year
from appropriations made for any particular purpose which may not be
needed and (2) surplus monies in the general fund of the treasury of the
School District at the end of any fiscal year.

c. Capital Project Funds - The School District's several recent bond issues are combined
and presented as one Capital Project Fund and account for financial resources used to
acquired or construct major capital facilities and equipment,

d. Debt Service Fund - Accounts for the accumulation of financial resources primarily
from the issuance of bonds proceeds or transfers utilized towards the retirement of
principal and interest on debt.

2, PROPRIETARY FUND:

Accounts for operations that are financed and operated in a manner similar to private business
enterprises. These activities are financed primarily by user charges and the measurement of
financial activities focuses on net income.

a. Food Service Fund - Accounts for all financial resources associated with the operations
of the cafeterias.

3. FIDUCIARY FUNDS: (Not included in government-wide statements)
Accounts for assets held by a governmental unit in a trustee capacity or as an agent for other funds:

a. Private Purpose Trusts - Account for the revenues and the expenditures relating to
scholarships and award funds.

b. Activity Funds - Accounts for programs operated and sponsored by various school
clubs and organizations.

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe "which" transactions are recorded within the various financial
statements. Basis of accounting refers to "when" transactions are recorded regardless of the measurement focus
applied.
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NOTE 1

EASTON AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Measurement Focus and Basis of Accounting (Cont'd)

Measurement Focus

On the government-wide Statement of Net Assets and the Statement of Activities, both governmental and
business-type activities are presented using the economic resources measurement focus as defined in item b.
below.

In the Fund Financial Statements, the "current financial resources" measurement focus or the "economic
resources” measurement focus is used as appropriate:

a. All Governmental Funds utilize a "current financial resources" measurement focus. Only current
financial assets and liabilities are generally included on their balance sheets. Their operating
statements present sources and uses of available spendable financial resources during a given
period. These Funds use fund balances as their measure of available spendable financial resources at
the end of the period.

b. The Proprietary Fund utilities an "economic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in net
assets (or cost recovery), financial position, and cash flows. All assets and liabilities (whether
current or non-current) associated with their activities are reported. Proprietary Fund Equity is
classified as net assets.

c. Agency Funds are not involved in the measurement of results of operations; therefore, measurement
focus is not applicable to them.

Basis of Accounting

In the government-wide Statement of Net Assets and Statement of Activities, both governmental and business-
type activities are presented using the accrual basis of accounting. Under the accrual basis of accounting,
revenues are recognized when earned and expenses are recorded when the liability is incurred or economic asset
used. Revenues, expenses, gains, losses assets, and liabilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place.

In the Fund Financial Statements, governmental funds and agency funds are presented on the modified accrual
basis of accounting. Under this modified accrual basis of accounting, revenues, are recognized when
"measurable and available." Measurable means knowing or being able to reasonably estimate the amount.
Available means collectible within the current period or within sixty days after year end. Expenditures (including
capital outlay) are recorded when the related fund liability is incurred, except for general obligation bond
principal and interest which are reported when due.

All Proprietary Funds utilize the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic asset used.
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NOTE 1

EASTON AREA SCHQOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Measurement Focus and Basis of Accounting (Cont'd)

Basis of Accounting (Cont'd)

The District does not attempt to allocate all "building-wide costs" to the Enterprise Fund. Thus, General Fund
expenditures which partially benefit the Enterprise Fund (utilities, janitorial services, insurance, etc.) are not
proportionately recognized with the Enterprise Fund. Similarly, the Enterprise Fund does not recognize a cost
for the building space it occupies.

Enterprise Funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with the
Proprietary Fund's principal ongoing operations. The principal operating revenue of the District's Enterprise
Fund is food service charges. Operating expenses for the District's Enterprise Fund include food production
costs, supplies, and administrative costs. All revenues or expenses not meeting this definition are reported as non-
operating revenues and expenses.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989 are followed in
both the Entity Wide and Proprietary Fund Financial Statements to the extent that those standards do not conflict
with or contradict guidance of the Governmental Accounting Standards Board. 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.

Cash and Cash Equivalents

To improve cash management, all cash received by the District is pooled under Act 72 of the Pennsylvania
General Assembly of 1971. Monies for all funds, including Proprietary Funds, are maintained in this pool.
Individual fund integrity is maintained throughout the District's records.

The District's cash and cash equivalents are considered to be cash on hand, demand deposits and short-term
investments with original maturities of three months or less from the date of acquisition.

Investments
GASB 31 requires school districts to value their investments at fair value, except for:

(a) Nonparticipating interest-earning investment contracts, such as nonnegotiable certificates of deposit
with redemption terms that do not consider market rates, which should be reported using a cost-
based measure provided that the fair value of those contracts is not significantly affected by the
impairment of the credit standing of the issuer or other factors.

(b) Money market investments and participating interest-earning investment contracts that have a
remaining maturity at time of purchase of one year or less, which may be reported at amortized cost
provided that the fair value of those investments is not significantly affected by the impairment of
the credit standing of the issuer or by other factors.
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NOTE 1

EASTON AREA SCHOOL, DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Investments (Cont'd)

(c) Investment positions in 2a7-like pools, such as the Pennsylvania School District Liquid Asset
Fund (PSDLAF), which should be determined by the pool's share price.

Internal Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year is referred to as either "due to/from other funds (i.e., the current portion of interfund loans) or
"advances to/from other funds (i.e., the non-current portion of interfund loans) and are subject to elimination
upon consolidation. Any residual balances outstanding between the governmental activities and business-
type activities are reported in the Government-wide Financial Statements as "internal balances". Transfers
between governmental and proprietary funds are netted as part of the reconciliation of government-wide
financial statements.

Property Taxes

Based upon assessed valuations by Northampton and Bucks Counties, the District's real estate valuation is
$1,461,996,808 resulting in $72,847,673 of taxes levied. Elected tax collectors bill and collect the District's
property taxes. The schedule for property taxes levied for fiscal year ended June 30, 2009 is as follows:

Discount Period levied until September 2, 2008
Base Period September 2 to November 3, 2008
Penalty Period after November 3, 2008

The District millage rate for real estate taxes for the year ended June 30, 2009 was 49.781 mills for
Northampton County and 159.36 mills for Bucks County.

Prepaid Items and Inventories

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

All inventories are valued at the lower of cost (first-in, first-out method) or market. The costs for inventories
of governmental activities are recorded as expenditures at the time individual inventory items are purchased.

Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the applicable governmental or
business-type activities column in the Government-wide and Proprietary Fund Financial Statements. Capital
assets are defined by the District as assets with an initial, individual cost of more than $2,500 and an
estimated useful life in excess of one year. Such assets are recorded at historical cost of purchase or as
constructed. Donated capital assets are recorded at estimated fair value at the date of donation.
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NOTE 1

EASTON AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Capital Assets (Cont'd)

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed, inclusive of
ancillary costs.

Property, plant and equipment of the District are depreciated using the straight-line method over the
following estimated useful lives:

School Buildings 50 years
Portable Classrooms 25 years
Site Improvements 20 years
Equipment
Science Lab 10 years
Furniture 20 years
Telephone 10 years
Computers 5 years
Copiers/Fax 10 years
Audio-Visual 10 years
Machines & Tools 15 years
Athletic 10 years
Uniforms S years
Music Instruments 10 years
Heavy Equipment 10 years
Lawn Equipment 15 years
Vehicles 8 years
Library Books & Media 5 years

Compensated Absences

The District's policies regarding vacation and sick time permit certain employees to accumulate earned but
unused sick and vacation leave. The liability for these compensated absences and retirement incentives is
recorded as long-term debt in the Government-wide Financial Statements. The portion of this debt to be paid
within one year has been estimated in the amount of $287.265. In the Fund Financial Statements,
Governmental Funds would report only the compensated absence liability payable from expendable available
financial resources.

Bond Premium and Issuance Costs

In the Government-wide Financial Statement and Proprietary Fund Financial Statements, long-term debt and
other long-term obligations are reported as liabilities. Bond premiums and discounts are deferred and
amortized over the life of the bonds using the straight-line method. Bond Issuance Costs are reported as
deferred charges and amortized over the term of the related debt. Bond premiums deferred and reported as
liabilities amount to $16,701,006 in the Statement of Net Assets. Bond issuance costs amortized and reported
as assets on the Statement of Net Assets amounts to $3,100,640.
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NOTE 1

EASTON AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Bond Premium and Issuance Costs (Cont'd)

In the Fund Financial Statement, 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 paid on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures, except for refunds
paid from proceeds which are reported as other financing uses.

Governmental Fund Balances

In the Fund Financial Statement, Governmental Funds report reservations of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose. The
remaining balances are "unreserved" fund balances. From time to time, the School Board can agree to set aside
or "designate” resources for future uses-such as for specific capital projects. These unreserved, designated
balances are based on management's tentative plans and can be changed. When both restricted and unrestricted
resources are available for use, it is the District's policy to use restricted resources first and then unrestricted
resources as they are needed.

Defining Operating Revenues and Expenses

The District's Proprietary Funds distinguish between operating and non-operating revenues and expenses.
Operating revenues and expenses of the Food Service Fund consist of charges for services including food service
and rental charges and the costs of providing those services. All other revenues and expenses are reported as non-
operating,

Government-wide and Proprietary Fund Net Assets

Government-wide and Proprietary Fund Net Assets are divided into three components:

. Invested in capital assets, net of related debt-consist of the historical cost of capital assets less
accumulated depreciation and less any debt that remains outstanding that was used to finance those
assets.

. Restricted net assets-consist of net assets that are restricted by the District's creditors (for example,

through debt covenants), by the state enabling legislation, by grantors or by other contributors.
. Unrestricted-all other net assets are reported in this category.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures (such as
estimated useful lives in determining depreciation expense); accordingly, actual results could differ from those
estimates.
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NOTE 2

NOTE 3

EASTON AREA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009 (Cont'd)

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

An annual budget is adopted prior to the beginning of each year for the General Fund on the modified accrual
basis of accounting. The General Fund is the only fund for which a budget is legally required, although project-
length financial plans are adopted for all Capital Projects Funds. Legal budgetary control is maintained at the
sub-function/major object level. The Board of School Directors may make transfers of funds appropriated to any
particular item of expenditure by legislative action in accordance with the Pennsylvania School Code.
Appropriations lapse at the end of the fiscal period. Budgetary information reflected in the financial statements is
presented at or below the level of budgetary control and include the effect of approved budget amendments.

DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

Cash Deposits with Financial Institutions

Cash deposits are with depositories designated by the school and permitted by section 440 of the School Code of
1949, as amended.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not be returned
to it. The District does not have a policy for custodial credit risk. At June 30, 2009, the bank balance of the
District's deposits with financial institutions including cash equivalents was $12,466,158 compared to the
carrying amount of $12,051,089. The difference is primarily caused by items in-transit and outstanding checks.
The District's deposits of $12,216,158 were exposed to custodial risk which includes uninsured bank balances
that are collateralized with securities held by the pledging financial institution or its trust department or agent,
but not in the District's name, but are required to be collateralized in accordance with ACT 72 of the
Pennsylvania State legislature which requires the institution to pool collateral for all government deposits and
have collateral held by an approved custodian in the institution's name.

Reconciliation to Financial Statements -

Carrying Amount $ 12,051,089
Plus - Deposits in Investment Pools Considered Cash Equivalents 33,181,532
Total Cash Equivalents per Financial Statements $ 45232621
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