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INDEPENDENT AUDITOR’S REPORT

To the Board of School Directors
Pottstown School District
Pottstown, Pennsylvania

Report on the Audit of the Financial Statements
Opinions

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 Pottstown School District, as of and
for the year ended June 30, 2024, and the related notes to the financial statements, which collectively comprise
Pottstown School District’s basic financial statements as listed in the table of contents.

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 Pottstown School District, as of June 30, 2024, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

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. Our responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required
to be independent of Pottstown School District, and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Pottstown School District’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Pottstown School District’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Pottstown School District’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison schedule for the general fund, and pension and
other postemployment benefit information on pages 84 through 88 be presented to supplement the basic
financial statements. Such information is the responsibility of management and, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Pottstown School District’s basic financial statements. The accompanying schedule of expenditures of
federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 13, 2025, on
our consideration of Pottstown School District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely 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 effectiveness of
Pottstown School District’s internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering Pottstown School
District’s internal control over financial reporting and compliance.

“Wortiso +u&wmpﬂu,.

Reading, Pennsylvania
February 13, 2025
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POTTSTOWN SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
June 30, 2024

The following is a discussion and analysis of the Pottstown School District’s annual financial performance during
the fiscal year ended June 30, 2024. The intent of this discussion and analysis is to look at the District’s financial
performance as a whole; readers should also review the financial statements and notes to the basic financial
statements to enhance their understanding of the District’s financial performance.

The Management’s 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 in June 1999. Certain
comparative information between the current year and the prior year is required to be presented in the MD&A.

DISTRICT HIGHLIGHTS

The Pottstown School District is a school district of the third class, coterminous with the Borough of Pottstown.
The District covers an area of 5.1 square miles in a section of Montgomery County. The governing body of the
School District is a Board of School Directors composed of nine members. Members are elected to four-year
terms, which expire on a staggered basis. The daily operations and management of the School District are
carried out by the administrative staff of the School District headed by the Superintendent of Schools, who is
appointed by the Board.

The Pottstown School District consisted of four (4) elementary schools, a middle school, a high school, an
elementary building housing special education programs, an Administration Building, a Pre K Learning Center
and two (2) maintenance buildings. Renovations to Barth Elementary School were substantially completed
during the 2012-13 school year. Edgewood Elementary School was closed at the end of the 2012-13 school year,
but housed the Rupert Elementary School students and staff during 2013-14 and up to November 10, 2014
when additions and renovations were completed at the Rupert Elementary School building. Work on additions
and renovations to Franklin and Lincoln Elementary Schools also took place during the 2013-14 year and were
completed in time for the opening of the 2014-15 school year. The District’s enrollment, including out placed
students, was 3,332 students. The District employed approximately 278 professionals (including Long Term
Subs), 236 support staff, and 28 full time administrators. The District’s commitment to provide an excellent
education for each student can be seen in the quality of programs and opportunities the District maintains and
supports.


http://www.pottstownschools.com/

FINANCIAL HIGHLIGHTS

The School District’s budget is prepared according to Pennsylvania law and is based on accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The School District uses site-based
budgeting, and the budgeting system is designed to tightly control total site budgets but provide flexibility for
site management.

The net position for business-type activities or Food Service increased by $370,864. In 2023-24
the District’s Food Service participated, for the 10th year, in the Community Eligibility Provision,
which provides free breakfast and lunch to all students and provides a higher subsidy. The
cafeteria operates independently from the General Fund. The number of meals increased
significantly since the COVID-19 pandemic.

Total net position for governmental activities increased by $2,180,452 reducing the net position
deficit from ($27,562,374) to ($25,381,922). The deficit position is the result of the net pension
liability and net other postemployment benefit liability and related deferred inflows and
outflows of resources of $64,964,858 and $8,500,652, respectively.

Fund Level

Total General Fund expenditures exceeded revenues and other financing sources by $860,303
reducing the General Fund fund balance to $25,043,266.

Total General Fund revenues were $8,414,185 greater than anticipated. Local revenue exceeded
the budget by $3,058,851. Local Real Estate Taxes were over by approximately $871,480 and the
earned income tax revenue provided $562k and interest income provided $955k more than
anticipated. State funding was $4,155,483 more than budgeted due to increased state grant
funding including $2,500,000 in additional funds from the ready to learn grant, $1.2M in basic
education subsidy. Federal revenue was $1,199,851 more than budgeted as a result of actual
Gear Up grant revenue $760k and $300k more than budgeted Title funding.

Total General Fund expenditures were more than budgeted by $8,843,464. This was due to
additional resources and supplies used to offset additional Ready to Learn, Gear Up and Basic
Educational funding. Instructional Expenditures were over budget by $3,362,746 offset by
additional grant revenue. Total Support Services expenditures were over budget by $5,201,913.
This was due to additional revenue from the Gear Up Grant and Safety and Security Funding
through State and federal grants.



° The trends of prior years indicated that during the fiscal year 2023-2024, the Pottstown School
District would experience another year of significant increases in the costs for special education
instruction and transportation along with increased tuition charges. Further, anticipated
remediation costs from the COVID-19 Pandemic and loss of Covid funding will continue to cause
an additional drain on financial resources.

° At the close of the fiscal year, the General Fund ending fund balance decreased by $860,303 to
$25,043,266 of which $6,785,182 is unassigned. The remaining General Fund balance is
comprised of funds restricted for the district’s music programs of $210,707; committed for
PSERS of $3,119,774; non-spendable fund balance of $249,402 consisting of prepaid
expenditures and an assigned fund balance of $14,678,201 ($9,535,435 for capital projects,
$2,102,329 for transportation, $3,002,801 for special education and charter tuition and $37,636,
which is appropriated in the 2024-25 budget). The Capital Projects ending fund balance
increased $122,418 to a balance of $2,396,715. This is also observed in the Total Governmental
fund balance decrease of $752,806, from $28,553,525 to $27,800,719.

° A Proprietary Internal Service Fund was established with the Southeastern Pennsylvania Schools
Trust (SEPaST) for self-funded medical costs and has a net position of $5,562,669. This
represents an increase of $701,421. These funds are a combination of the funds reserved in
prior years for medical costs and better experience in recent years than anticipated in actual
medical and prescription costs. Beginning 7/1/25 support staff will be able to include spouse
coverage, this coverage was discontinued in 2012 and will result in future increased costs.

OVERVIEW OF THE FINANCIAL STATEMENTS

The accompanying financial statements have been prepared in accordance with GASB Statement No. 34 and
present both government-wide and fund level financial statements using both the accrual and modified accrual
basis of accounting, respectively.

This annual report consists of three parts: (1) management’s discussion and analysis, (2) the basic financial
statements and (3) required supplementary information. The basic financial statements include two types of
financial statements that present different views of the District.

. The first type includes two district-wide or government-wide financial statements that provide
both short-term and long-term information about the District’s overall financial status.

. The other type and remaining statements are the fund financial statements that focus on
individual parts of the District, reporting the District’s operations in more detail than the district-
wide statements.

o Governmental Funds statements indicate how basic services, such as regular and special
education, were financed in the short term as well as indicate future spending plans.

o Proprietary Funds statements offer short-term and long-term financial information
about the activities the District operates like a business, such as food services.

o Fiduciary Funds statements provide information about the financial relationships in
which the District acts solely as a trustee or agent for the benefit of others.



The financial statements also include notes that explain some of the information in the statements, as well as
provide more detailed data. The statements are followed by a section of required supplementary information

that further explains and supports the financial statements with a comparison of the District’s budget for the
year.

Figure A-1 shows how the various parts of the annual report are arranged and related to the other.

Figure A-1
Organization of the Pottstown School District Annual Financial Report
Management’s Basic Required
Discussion Financial Supplementary

and Analysis Statements Information

Government-Wide Fund Notes to the
Financial Financial Financial

Statements Statements Statements

Summary — — Detail




Figure A-2 summarizes the major features of the District’s statements. The remainder of this overview section
of management’s discussion and analysis highlights the structure and contents of each of the statements.

Figure A-2

Major Features of the Government-Wide and Fund Financial Statements

Government-Wide
Statements

Fund Financial Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

Scope Entire District (except | Activities of the Activities the District Instances in which the
Fiduciary Funds) District that are not operates similar to District administers
proprietary or fidu- private businesses, resources on behalf
ciary, such as general such as food services of someone else
operating and capital
projects
Required e Statement of net e Balance sheet e Statement of net e Statement of
financial position e Statement of position fldu‘c!ary net
statements e Statement of revenues, ex- e Statement of reve- position
activities penditures and nues, expenses and | e Statement of
changes in fund changes in net changes in fiduciary
balances position net position
e Statement of cash
flows
Accounting Accrual accounting Modified accrual Accrual accounting Accrual accounting
basis and and economic accounting and cur- and economic and economic
measurement resources focus rent financial focus resources focus resources focus
focus
Type of All assets and Generally, assets All assets and liabili- All assets and
asset/liability liabilities, both finan- | expected to be used ties, both financial liabilities, both short-
information cial and capital, up and liabilities that and capital, current term and long-term;

current and
noncurrent and
deferred inflows and
outflows of resources

come due during the
year or soon there-
after; no capital assets
or noncurrent
liabilities included

and noncurrent and
deferred inflows and
outflows of resources

funds do not currently
contain capital assets,
although they can

Type of inflow/
outflow
information

All revenues and
expenses during the
year, regardless of
when cash is
received or paid

Revenues for which
cash is received
during or soon after
the end of the year;
expenditures when
goods or services
have been received
and the related
liability is due and
payable

All revenues and
expenses during the
year, regardless of
when cash is received
or paid

All additions and
deductions during the
year, regardless of
when cash is received
or paid




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 position and the statement of activities
are two financial statements that report information about the District as a whole and about its activities that
indicate whether the District is better off or worse off as a result of this year’s activities. These statements
include all the District’s assets and liabilities using the accrual basis of accounting. Revenue and expenses are
taken into account regardless of when cash is received or paid.

The statement of net position presents all the District’s assets, deferred outflows of resources, liabilities, and
deferred inflows of resources with the difference reported as “net position.” Over time, increases and
decreases in net position measure whether the District’s financial position is improving or deteriorating.

The statement of activities presents information showing how the District’s net position changed during the
year. All changes in net position are reported as soon as the underlying events giving rise to the change occur,
regardless of the timing of related cash flows. Therefore, revenues and expenses are reported in these
statements for some events that will result in cash flows in future periods: uncollected taxes, retirement
incentives, and unused vacation leave.

Both statements report two activities:
° Governmental Activities - Most of the District’s basic services, such as regular and special
education, maintenance, and operation of plant services, are reported under this category.
Taxes, state formula aid finance, and state and federal grants generally fund these programs.
. Business-Type Activities - The only business-type activity in the District is food service
operations. The sources of funding for operations consist of charges for meal purchases and

federal and state subsidies.

Fund Financial Statements

The fund financial statements provide more detailed information about the major individual funds of the
District, not the District as a whole. A fund is a fiscal and accounting entity with a self-balancing set of accounts
used to keep track of specific sources of funding and spending for particular programs. Some funds are required
by state law and by bond requirements. The District establishes other funds to control and manage money for
particular purposes (such as repaying its long-term debts) or to show that it is properly using certain revenues
(transfers and bond proceeds).



The District’s funds are divided into three categories: (1) Governmental, (2) Proprietary, and (3) Fiduciary.

. Governmental Funds - Most of the District’s basic services are included in Governmental Funds
that focus on how money flows into and out of these funds and the balances left at year-end for
future spending. The Governmental Funds financial statements provide a detailed short-term
view of the general operations and the basic services provided and provide some direction as to
whether there will be more or fewer resources that can be spent in the near future to finance the
District’s programs.

These funds are reported using the modified accrual accounting method, which measures cash
and all other financial assets that can readily be converted to cash. Governmental Funds include
the General Fund and the Capital Projects Fund. Because this information does not encompass
the additional long-term focus of the District-wide statements, additional information behind
the Governmental Funds statements explains the relationship (or differences) between them.

. Proprietary Funds - Services for which the District charges a fee are generally reported in the
Proprietary Funds. These funds utilize the accrual accounting method, which is the same
method used by private sector businesses, 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 the
Proprietary Funds. The Food Service Fund is the District’s Enterprise Fund and is the same as
the business-type activities we report in the government-wide statements but provides more
detail and additional information, such as cash flows. In addition to the food service enterprise
fund, the District has an internal service fund which is used to record the activities associated
with self-funding for medical and prescription benefits.

. Fiduciary Funds - The District currently does not have any fiduciary funds.

The financial statements also include notes that explain some of the information in the statements and provide
more detailed data. The statements are followed by a section of supplementary information that further
explains and supports the financial statements with a comparison of the District’s budget for the year.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District’s combined net position increased $2,551,316 over the course of the fiscal year’s operations for
total combined net deficit at June 30, 2024, of ($24,762,473). The governmental funds decrease in net bonds
payable exceeding the net capital asset decrease as well as the net pension liability and net other
postemployment benefits and related deferred inflows/outflows decrease is a main contributing factor to the
districts change in net position. The District’s financial position was derived from its governmental activities, the
net position of which increased $2,180,452 to ($25,381,922). The net position of the District’s business-type
activities increased $370,864 to $619,449.

10



Figure A-3 - Condensed Statement of Net Position (in millions)
Governmental Business-Type
Activities Activities Total District
2023-24  2022-23 2023-24  2022-23  2023-24  2022-23

Assets

Current and other S 46.2 S 486 S 1.7 $ 16 $ 479 S 50.2

Capital assets 49.1 50.5 0.3 0.2 49.4 50.7

TOTAL ASSETS 95.3 99.1 2.0 1.8 97.3 100.9

Deferred outflows of resources 21.9 18.4 0.6 0.5 22.5 18.9

Liabilities

Current and other 14.0 16.1 0.1 0.1 14.1 16.2

Long-term 123.2 121.6 1.8 1.8 125.0 123.4
TOTAL LIABILITIES 137.2 137.7 1.9 1.9 139.1 139.6

Deferred inflows of resources 5.4 7.4 0.1 0.2 5.5 7.6

Net Position (Deficit)

Net investment in capital assets 13.7 12.4 0.3 0.2 14.0 12.6

Restricted 7.5 6.0 - - 7.5 6.0

Unrestricted (46.6) (46.0) 0.3 - (46.3) (46.0)

TOTALNET POSITION (DEFICIT) $  (25.4)$ (27.6) $ 06 $ 02 $ (248 $ (27.4)

Most of the District’s net position is invested in capital assets (buildings, land, and equipment).

The District’s total net position increased by $2,551,316. The increase consists of a decrease in Cash and
Investments of $6.5 million, along with Bonds Payable decreasing $2.7M while the Southeastern Pennsylvania
Schools Trust increased $1.3M. This is offset by an increase in Intergovernmental Receivables of $2.9M
primarily as a result of additional grants and state revenue received. In addition, the deferred outflows of
resources increased $3.5M due to the accounting under GASB No. 68, Accounting and Financial Reporting for
Pensions and GASB No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date.
Deferred inflows of resources decreased $2.0M in addition to total liabilities decreased $500k. The decrease in
liabilities includes a decrease in Payroll Accrual and withholdings of $2.5M.

The District closely monitors and gives consideration to real estate and economic trends. These considerations
are conservatively reflected in the annually approved General Fund budget. As of 2017, Pottstown
Hospital Co. LLC was the School District’s largest real property taxpayer. The most recent assessed value for the
four parcels associated with Pottstown Hospital Co. LLC was $23,540,030 (as of December 31, 2017). Effective
October 1, 2017, Tower Health, a not-for-profit entity, acquired Pottstown Hospital Co. LLC.

Governmental activities had (180%) of total net position (deficit) as unrestricted. This is the largest component
of the District’s net position. The Board of Directors and Administration have judiciously followed their capital
project’s strategy to meet their timeline for investments in capital assets. Business-type activities had 48% of
total net position as unrestricted.

11



A major portion (93.0%) of the District’s total costs for operating programs and services was related to student
instruction and support for instruction, including the operation/maintenance of school facilities and
transportation as detailed in Figure A-4, Changes in Net Position from Operating Results.

The results of this year’s operations as a whole are reported in the statement of activities in the financial
statements. All expenses are reported in the first column. Specific charges, grants, revenues, and subsidies that
directly relate to specific expense categories are presented 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 Commonwealth of Pennsylvania and the local taxes assessed to community
taxpayers.

Figure A-4 takes the information from the statement of activities and rearranges it slightly, so you can see our
total revenues for the year. The following table reflects the revenues and expenses for 2024 and 2023.

Figure A-4 - Changes in Net Position from Operating Results (In Millions of Dollars)

Governmental Business-Type
Activities Activities Total District
2023-24  2022-23 2023-24  2022-23  2023-24  2022-23

REVENUES

Program Revenues
Charges for Services S 0158 04 § 018 - S 02§ 0.4
Operating grants and contributions 29.6 26.8 29 29 325 29.7
Capital grants and contributions 1.1 1.1 - - 1.1 1.1

General Revenues
Property taxes 29.8 29.8 - - 29.8 29.8
State aid 22.0 19.6 - - 22.0 19.6
Other taxes and miscellaneous 55 5.1 - - 5.5 5.1
TOTAL REVENUES 88.1 82.8 3.0 2.9 91.1 85.7

EXPENSES

Instruction 53.6 47.2 - - 53.6 47.2
Pupil and instructional services 10.3 89 - - 10.3 8.9
Administration and business 6.6 6.0 - - 6.6 6.0
Maintenance and operations 8.9 7.7 - - 8.9 7.7
Transportation 3.7 2.7 - - 3.7 2.7
Other 2.8 2.6 2.6 2.3 54 49
TOTAL EXPENSES 85.9 75.1 2.6 2.3 88.5 77.4
CHANGE IN NET POSITION 2.2 7.7 0.4 0.6 2.6 8.3
Net Position (Deficit) - Beginning (27.6) (35.3) 0.2 (0.4) (27.4) (35.7)

Net Position (Deficit) - Ending S (25.4)S  (27.6) S 06 S 02 S (248)S (27.4)
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The following Figure A-5 presents the expenses of both the governmental activities and the business-type

activities of the District.

Figure A-5 - Net Cost of District Activities

Functions/Programs

Instruction
Pupil and instructional services
Administration and business
Maintenance and operations
Transportation
Pupil Health Services/Other
Student activities

and community services
Interest on long-term debt

TOTAL GOVERNMENTAL
ACTIVITIES

Less unrestricted grants, subsidies

TOTAL NEEDS FROM LOCAL
TAXES AND OTHER REVENUES

Business-Type Activities
Food Service

2024 2023
Total Cost Net Cost (Income) Total Cost Net Cost (Income)
of Services of Services of Services of Services
$53,613,369 $ 31,590,147 $47,194,174 $ 26,504,217
10,279,486 7,166,705 8,926,653 6,145,946
6,583,219 4,940,266 6,002,587 4,879,498
8,942,582 7,380,202 7,772,099 6,473,038
3,667,577 2,976,409 2,697,781 2,108,031
1,988,390 1,280,743 1,629,389 925,931
883,419 (236,048) 964,761 (143,545)
$ 85,958,042 55,098,424  $75,187,444 46,893,116
21,985,295 19,638,318
$ 33,113,129 $ 27,254,798
$ 2684145 $ (296,949) $ 2,276,005 $ (624,370)

Figure A-5 shows the District’s six largest functions: instruction, pupil and instructional services, administrative
and business services, operation and maintenance of plant, pupil transportation and student activities and
community services, as well as each program’s net cost (total cost less revenues generated by the activities).
This figure 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.
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

At the end of the 2023-2024 fiscal year, Governmental Funds had a total year-end fund balance of $27,800,719,
a $752,806 decrease from the prior fiscal year’s balance of $28,553,525. The General Fund decreased $860,303
as result of the annual expenses being above expected primarily as a result of transportation and tuition. Capital
Projects increased $122,418 as a result of earned interest.

General Fund Budgetary Highlights

During the fiscal year, the Board of School Directors 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 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 as required supplementary information for the financial statements.

The District applies for federal, state and local grants, and these grants cannot always be anticipated in the
budgetary process. 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 (contingency) is an amount that will be used for unexpected expenditures throughout the
fiscal year. Experience indicates that there are certain variables in expenditures where control is difficult,
regardless of the care with which the budget is prepared.

The District’s budget for fiscal year 2023-2024 anticipated expenditures exceeding revenue by $679,635;
however, the actual results for the year produced expenditures exceeding revenue and other financing uses of
$860,303. Total revenues received were $8,414,185 over budget. Local revenue collected exceeded the budget
by $3,058,851. This was a direct result of additional Real Estate and Earned Income tax collections received
which were not included in the budget along with higher than anticipated interest earned. Funds received from
State revenue exceeded the budget by $4,155,483 as a result of additional Ready to Learn Grant, Basic
Education subsidy and retirement subsidy funding. Federal revenues were $1,199,851 more than anticipated as
a result of additional funding from the Gear Up Grant and Title 1 grant funding.

Total expenditures were over budget by $8,843,464. Instructional expenditures were $3,362,746 over spent,
which was attributed to the additional programs to address learning loss due to the COVID 19 Pandemic.
Support services were over spent by $5,201,913 this was primarily a result of the addition of operation and
maintenance of plant and transportation grant funding for replacement of emergency management systems
such as alarms and cameras.

The District’s conservative approach to budgeting is observed by the results indicating that actual revenues were

greater than budgeted revenues and actual expenditures were over spent as a result of the additional grants
received, which were not included in the original budgeted expenditures.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

For the Pottstown School District, capital assets include land, buildings, furniture and equipment, vehicles, and
other items which meet the following criteria:

1. The individual asset must have a useful life of greater than one year.
2. The individual asset cost is equal to or greater than $5,000 or was purchased with debt
proceeds.

The District maintains fixed asset records for the above capital assets, as well as for items costing over $5,000
with a life extending at least one year. Each department or school is responsible for the protection of these
assets.

At June 30, 2024, the District had $49,436,095 (net of depreciation/amortization) invested in a broad range of
capital assets, including land, school buildings, administrative offices, athletic facilities, furniture and equipment.
Total depreciation/amortization expense for the year was $3,865,897 for governmental activities. Capital
additions were made to governmental activities in the amount of $2,507,533. With the Elementary Schools
projects completed, capital assets will continue to decrease, as depreciation will normally exceed the annual
improvements. More detailed information about our capital assets is included in Note 7 to the financial
statements.

Figure A-6 Capital Assets (Net of Depreciation/Amortization), in Millions of Dollars)

Governmental Activities  Business-Type Activities Total District

2023-24  2022-23 2023-24 2022-23 2023-24  2022-23

Land and Construction In Progress S 0.7 S 08 S -S - S 0.7 S 0.8
Site improvements 1.6 1.5 - - 1.6 1.5
Buildings and building improvements 45.2 46.8 - - 45.2 46.8
Furniture and equipment 1.5 1.4 0.3 0.2 1.8 1.6
Vehicles 0.1 - - - 0.1 -

S 49.15 50.5 S 03 S 02 S 4945 50.7
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Long-Term Debt

At year-end, the District had $34,760,000 of general obligation bonds. This is a decrease of $2,685,000 from the
previous year as a result of debt payments. Other obligations include leases payable and compensated absences
(accrued vacation pay and sick leave for specific employees of the District). More detailed information about
our long-term liabilities is included in Note 8 to the financial statements.

Figure A-7 Outstanding Long-Term Debt (In Millions of Dollars)

2023-24 2022-23
General obligation bonds, net S 35.0 S 38.1
Leases payable 0.2 -
Compensated absences 0.9 0.5
S 36.1 S 38.6

FACTORS BEARING ON THE DISTRICT’S FUTURE

At the time these financial statements were prepared and audited, the District was aware of the following
circumstances that may affect its future financial growth.

e The District has completed the Elementary Schools Project. The decision has been made to maintain
the Administration Building & Edgewood Elementary. Improvements will be necessary in the future to
maintain both buildings for the long-term. Necessary improvements may include items such as HVAC
repair, mechanical upgrades, plumbing repairs, window replacement, masonry repairs, asbestos
abatement and cosmetic upgrades such as paint, carpeting, and flooring.
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The Pennsylvania School Employees Retirement System continues to reset the percentage of payroll
that school districts must pay as the actuarial projections based on required investment returns are
not met. The actual and projected rates for employer contributions were, again, recently increased as
follows:

= 2010-11 was 5.64%

= 2011-12 was 8.65% - an increase of 53.4%

= 2012-13 was 12.36% - an increase of 42.9%
= 2013-14 was 16.93% - an increase of 37.0%
= 2014-15was 21.4% - an increase of 26.4%
= 2015-16 was 25.84% - an increase of 20.8%
= 2016-17 was 30.03% - an increase of 16.2%
= 2017-18 was 32.57% - an increase of 8.45%
= 2018-19 was 33.43% - an increase of 2.6%
= 2019-20 was 34.29% - an increase of 2.57%
= 2020-21 was 34.51% - an increase of .64%
= 2021-22 was 34.94% - an increase of 1.25%
= 2022-23is 35.26% - an increase of 1.0%

= 2023-24is 34% - a decrease of 3.57%

= 2024-25is 33.9% - a decrease of .29%

= 2025-26is 34% - an increase of .29%

The 34.00% ECR represents the first rate increase in two fiscal years. The ECR fell slightly in FY 2023-24
and again in the current FY 2024-25. The FY 2026 ECR is 0.10% higher than the FY 2025 rate of
33.90%. Total FY 2026 employer contributions are projected to rise by about 4% ($210 million) to $5.5
billion compared to the FY 2025 estimate of $5.29 billion

The ECR is made up of several actuarial components, not just net investment returns. Other ECR
components include school employer payroll, retirement and termination projections, and
demographic factors such as mortality

The District anticipates rising health care costs in the ensuing fiscal years, as indicators report

increases significantly above the index. The District moved to the self-funded SEPaST, comprised of
various county districts, to realize administrative savings on health benefits.
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e The Governor and state legislature passed Act 1 of the 2006 Special Session - Taxpayer Relief Act that
has an effect on how school districts budget and raise revenue for education since the 2007-08 fiscal
year. This legislation restricts the School District’s ability to increase property taxes without voter
approval of the District’s budget if the budget exceeds an annual inflation index determined by the
Commonwealth. The District has never exceeded the index and only raised taxes to half (50%) of the
allowable rate as indicated by the index for the 2012-13 school year while there was no tax increase in
the 2015-16, 2016-17 and 2017-18 school years. The district raised taxes to the adjusted index 3.5%
for a millage rate of 40.62 in 2018-2019 and raised taxes to the adjusted index 3.3% for a millage rate
of 41.96 in 2019-2020. The District did not raise taxes in 2020-21, 2021-22, 2022-23, 2023-24, or
2024-25 the millage rate remains at 41.96.

® Legislation was passed which eliminates all but three exceptions of the original exceptions passed
under the Act 1 of the 2006 Special Session, allowing Districts to increase local tax effort above the
Index without voter approval. The three remaining exceptions are retirement, debt and special
education expenses.

® The District currently has a labor agreement with the Federation of Pottstown Teachers with a
contract period of August 31, 2022 through September 1, 2025.

e With the change in Governor and legislators there is uncertainty in the financial support for public
schools at the state level. There is also momentum building for real estate tax elimination that would
significantly hinder the district's ability to meaningfully impact school finances.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s citizens, taxpayers, customers, investors, and creditors
with a general overview of the District’s finances and to demonstrate the District’s accountability for the money
it receives. If you have any questions about this report or need additional financial information, contact the
Business Office, Pottstown School District, 230 Beech Street, Pottstown, PA 19464.
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POTTSTOWN SCHOOL DISTRICT

STATEMENT OF NET POSITION

June 30, 2024

ASSETS

Cash and investments

Taxes receivable, net

Internal balances

Intergovernmental receivables

Other receivables

Inventories

Prepaid expenses

Funds held by Southeastern Pennsylvania Schools Trust

Capital assets:
Capital assets not being depreciated
Capital assets, net of accumulated depreciation
Right-to-use lease assets, net of accumulated amortization

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on bond refunding
Deferred outflows of resources for pension
Deferred outflows of resources for other postemployment benefits

TOTAL DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Accounts payable
Accrued interest
Payroll accruals and withholdings
Unearned revenues
Noncurrent liabilities, due within one year
Noncurrent liabilities:
Bonds payable, net
Lease payable
Long-term portion of compensated absences
Net pension liability
Net other postemployment benefit liabilities

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources for pension
Deferred inflows of resources for other postemployment benefits

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net investment in capital 