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Subject: 2016 Audit Statement – Management Discussion and Analysis (MD&A) 

District policy number 622 requires board approval of the MD&A prior to inclusion in the 

audit statement.   

Inclusion of an MD&A in the District’s audited financial statement is a requirement under 

Statement 34 of the Governmental Accounting Standards Board (GASB).  The information 

included in the attached MD&A meets the requirements of this Statement. Please note that the 

Overview of the Financial Statements references statements that are not part of the MD&A, 

but will be included in the audited statements.  

The Condensed Statement of Net Deficit and Condensed Statement of Activities (pages 3-6) 

are accrual basis statements which, as described in the Overview of Financial Statements, 

include long term assets and liabilities.  In accordance with GASB 68, these financial 

statements include the District’s estimated share of the state’s PSERS liability totaling $183.8 

million as of June 30, 2016 (table on page 7).  The district’s net position at June 30, 2016, 

including the PSERS liability, is a deficit of $85.2 million and $3.4 million for Governmental 

Activities and Business-Type Activities (Food Services), respectively. The table on page 7 of 

the MD&A has been included to provide the impact of the PSERS liability on the net position. 

The net position in these statements will not be comparable to the format utilized for District 

financial projections for the General Fund, as the pension liability only applies to the 

Government-Wide financial statements. The Food Service Fund statement will include the 

pension liability for all statement formats since this is a proprietary fund. 

The Financial Analysis of the Government Fund section of the MD&A describes the variance 

in revenue and expense compared to the prior year (pages 8 and 9) and budget (page 10).  This 

Government Fund section presents revenues and expenses using the same basis of accounting 

used for our monthly financial board reporting and reporting to the state. Please note that the 

District is required to incorporate the revenues and expenses of the Athletic Fund with the 

General Fund activity for external reporting purposes.  Our internal financial statements 

include the net support to the Athletic Fund as an expense. Therefore, in comparing the 

MD&A to the internal statements, you will note an increase in revenue of $92,924 (athletic 

VI-C



related revenue).  The variance in expense will be a decrease of $7,490, which represents an 

increase related to the Athletics Fund of $92,924, offset by a decrease of $100,414, which is a 

transfer of fund balance for inventory. 

Please contact us at your earliest convenience if you have any questions as you review this 

information.     



State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

This Management’s Discussion and Analysis (“MD&A”) is intended to provide a narrative overview 
and analysis of the financial activities of the State College Area School District (the “District”) for the 
year ended June 30, 2016. The District’s financial performance is discussed and analyzed within 
the context of the financial statements and the disclosures that follow. This discussion focuses on 
the District’s financial performance as a whole; readers should also review the basic financial 
statements and the notes thereto to enhance their understanding of the District’s financial 
performance. 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the District’s 
basic financial statements. The District’s basic financial statements are comprised of 
three components: 1) government-wide financial statements, 2) fund financial statements, 
and 3) notes to the financial statements.  

Government-Wide Financial Statements 

The government-wide financial statements are designed to provide readers with a broad 
overview of the District’s finances, in a manner similar to a private-sector business. These 
statements are prepared using the accrual basis of accounting. The focus of these statements is 
long-term.  

The statement of net deficit presents information on all of the District’s assets and liabilities, with 
the difference between the two reported as net position. Over time, increases or decreases in 
net position may serve as a useful indicator of whether the financial position of the District is 
improving or deteriorating. Effective with audited financial statements issued June 30, 2015, the 
District’s estimated proportionate share of the Public School Employees’ Retirement System 
(“PSERS”) liability is included in the liabilities of the government-wide financial statements. 

The statement of activities presents information showing how the District’s net position changed 
during the most recent fiscal year. All changes in net position are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. 
Thus, revenues and expenses are reported in this statement for some items that will only result 
in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused 
compensated absences).  

The governmental-wide financial statements distinguish functions of the District that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from 
other functions that are intended to recover all or a portion of their costs through user fees and 
charges (business-type activities). The governmental activities include all of the District’s 
instructional programs and support services except for its food service operation, which is 
considered a business-type activity.  
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Fund Financial Statements 

A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives. The District uses fund accounting to 
ensure and demonstrate compliance with finance-related legal requirements. The focus of fund 
financial statements is short term. Fund financial statements are prepared using the modified 
accrual basis of accounting.  

Governmental Funds 

Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on 
near-term inflows and outflows of spendable resources, as well as on balances of spendable 
resources available at the end of the fiscal year. Such information may be useful in 
evaluating the District’s near-term financing requirements. 

Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-wide 
financial statements. By doing so, readers may better understand the long-term impact of 
the District’s near-term financing decisions. Both the governmental fund balance sheet and 
the governmental fund statement of revenues, expenditures, and changes in fund balances 
provide a reconciliation to facilitate this comparison between governmental funds and 
governmental activities. 

The District maintains four individual governmental funds. Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement 
of revenues, expenditures, and changes in fund balances for the District’s major funds, 
which are the General Fund, Capital Reserve Fund, and the Capital Projects Fund. The 
District’s non-major fund, the Debt Service Fund, is reported separately.  

Proprietary Funds 

The District accounts for its food service operation in a proprietary fund, which reports the 
same functions presented as business-type activities in the government-wide financial 
statements. Proprietary funds provide the same type of information as the government-wide 
financial statements, only in more detail.  

Notes to Financial Statements 

The notes provide additional information that is essential to a full understanding of the data 
provided in the government-wide and fund financial statements. 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Government-Wide Financial Analysis 
Condensed Statement of Net Deficit 

June 30, 2016 

Governmental 
Activities 

Business-Type 
Activity Total 

Assets and Deferred Outflows of 
Resources 

Current and other assets $ 150,256,913 $ 263,553 $ 150,520,466 

Noncurrent assets 108,509,344 163,824 108,673,168 

Deferred outflows of resources 16,171,564 291,312 16,462,876 

Total $ 274,937,821 $ 718,689 $ 275,656,510 

Liabilities, Deferred Inflows of 
Resources and Net Deficit 

Current liabilities $ 25,859,537 $ 181,497 $ 26,041,034 

Long-term liabilities: 
Due within one year 4,990,000 - 4,990,000 

Due after one year 327,374,789 3,858,474 331,233,263 

Total liabilities 358,224,326 4,039,971 362,264,297 

Deferred inflows of resources 1,876,216 36,784 1,913,000 

Net deficit: 
Net investment in capital assets 41,025,937 163,824 41,189,761 

Restricted 75,620 - 75,620 

Unrestricted (deficit) (126,264,278) (3,521,890) (129,786,168) 

Total net deficit (85,162,721) (3,358,066) (88,520,787) 

Total $ 274,937,821 $ 718,689 $ 275,656,510 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Condensed Statement of Activities 
For the year ended 

June 30, 2016 

Governmental 
Activities 

Business-Type 
Activity Total 

Revenues: 
Program revenues: 

Charges for services $ 1,653,518 $ 2,544,423 $ 4,197,941 

Operating grants and contributions 17,254,457 1,312,584 18,567,041 

General revenues: - 

Taxes levied, net 111,851,380 - 111,851,380 

Grants, subsidies and contributions 
not restricted 8,325,457 - 8,325,457 

Other 1,065,133 - 1,065,133 

Total revenues 140,149,945 3,857,007 144,006,952 

Program expenses: 
Instruction 79,742,882 - 79,742,882 

Instructional student support 10,553,204 - 10,553,204 

Administration and financial support 
services 13,950,534 - 13,950,534 

Operation and maintenance of plant 
services 11,565,761 - 11,565,761 

Pupil transportation 6,103,636 - 6,103,636 

Student activities 2,610,330 - 2,610,330 

Community services 121,258 - 121,258 

Interest on long-term debt 3,737,923 - 3,737,923 

Unallocated depreciation 395,245 - 395,245 

Food service - 3,988,674 3,988,674 

Total program expenses 128,780,773 3,988,674 132,769,447 

Change in net position before 
transfers 11,369,172 (131,667) 11,237,505 

Transfers (127,655) 127,655 - 

Change in net position 11,241,517 (4,012) 11,237,505 

Net deficit, beginning (96,404,238) (3,354,054) (99,758,292) 

Net deficit, ending $ (85,162,721)  $ (3,358,066)  $ (88,520,787) 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Condensed Statement of Net Deficit 
(As Previously Reported) 

June 30, 2015 

Governmental 
Activities 

Business-Type 
Activity Total 

Assets and Deferred Outflows of 
Resources 

Current and other assets $ 151,351,605 $ 214,528 $ 151,566,133 

Noncurrent assets 92,580,675 185,223 92,765,898 

Deferred outflows of resources 13,757,721 246,881 14,004,602 

Total $ 257,690,001 $ 646,632 $ 258,336,633 

Liabilities, Deferred Inflows of 
Resources and Net Deficit 

Current liabilities $ 21,009,940 $ 178,748 $ 21,188,688 

Long-term liabilities: 
Due within one year 3,585,000 - 3,585,000 

Due after one year 315,984,868 3,586,369 319,571,237 

Total liabilities 340,579,808 3,765,117 344,344,925 

Deferred inflows of resources 13,514,431 235,569 13,750,000 

Net deficit: 
Net investment in capital assets 32,939,774 185,223 33,124,997 

Restricted 63,370 - 63,370 

Unrestricted (deficit) (129,407,382) (3,539,277) (132,946,659) 

Total net deficit (96,404,238) (3,354,054) (99,758,292) 

Total $ 257,690,001 $ 646,632 $ 258,336,633 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Condensed Statement of Activities 
(As Previously Reported) 

For the year ended 
June 30, 2015 

Governmental 
Activities 

Business-Type 
Activity Total 

Revenues: 
Program revenues: 

Charges for services $ 1,177,339 $ 2,367,491 $ 3,544,830 

Operating grants and contributions 16,377,168 1,173,323 17,550,491 

General revenues: 
Taxes levied, net 105,042,553 - 105,042,553 

Grants, subsidies and contributions 
not restricted 7,855,959 - 7,855,959 

Other 320,205 - 320,205 

Total revenues 130,773,224 3,540,814 134,314,038 

Program expenses: 
Instruction 68,140,704 - 68,140,704 

Instructional student support 8,919,363 - 8,919,363 

Administration and financial support 
services 12,148,005 - 12,148,005 

Operation and maintenance of plant 
services 11,304,970 - 11,304,970 

Pupil transportation 5,505,935 - 5,505,935 

Student activities 2,307,814 - 2,307,814 

Community services 129,383 - 129,383 

Interest on long-term debt 2,658,994 - 2,658,994 

Unallocated depreciation 409,668 - 409,668 

Food service - 3,564,840 3,564,840 

Total program expenses 111,524,836 3,564,840 115,089,676 

Change in net position 19,248,388 (24,026) 19,224,362 

Net position, beginning 
As previously reported 67,433,379 293,967 67,727,346 

Effect of adoption of GASB 68 (183,086,005) (3,623,995) (186,710,000) 

As restated (115,652,626) (3,330,028) (118,982,654) 

Net deficit, ending $ (96,404,238) $ (3,354,054) $ (99,758,292) 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Total net position of the District increased $11,237,505 in 2016. Net position of governmental 
activities increased by $11,241,517, while net position of the business-type activity decreased 
$4,012.  

The District had $128,780,773 in expenses related to governmental activities in 2016; only 
$18,907,975 of these expenses were offset by program-specific charges for services, grants or 
contributions. General revenues (primarily taxes and state subsidies) of $121,241,970 also provided 
for these programs. The $11,241,517 increase in governmental activity net position represents the 
excess of revenues over expenses.  

In the District’s business-type activity, net position decreased by $4,012 as a result of the net loss of 
the food service operation.  

The June 30, 2016, government-wide financial statements reflect the District’s estimated share of 
the PSERS liability, as required under GASB 68. Below is a schedule showing the impact on the 
unrestricted net position as of June 30, 2015 and 2016. 

Total Net 
Position 

GASB 68 
(PSERS 
liability) 
Impact 

Total 
Excluding 
GASB 68 
Impact 

Unrestricted 
Net Position 
Excluding 
GASB 68 
Impact 

Governmental Activities: 
At June 30, 2015 $ (96,404,238)  $ (177,063,466) $ 80,659,228 $ 47,656,084 

Change in net position 11,241,517 (3,185,710) 14,427,227 6,328,814 

Ending at June 30, 2016  $ (85,162,721)  $ (180,249,176) $ 95,086,455 $ 53,984,898 

Business-Type Activities: 
At June 30, 2015 $ (3,354,054)  $ (3,503,652) $ 149,598 $ (35,625) 

Change in net position (4,012) (30,232) 26,220 47,619 

Ending at June 30, 2016  $ (3,358,066)  $ (3,533,884) $ 175,818 $ 11,994 

As of June 30, 2016, excluding the pension liability recorded based on GASB 68, $53,984,898 of 
unrestricted net position of the $95,086,455 of total net position was available to meet the District’s 
ongoing obligations to employees and creditors for governmental activities. The remaining net 
position of $41,101,557, is invested in capital assets and restricted for capital projects and debt 
service. 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Financial Analysis of the Governmental Funds 

General Fund 

Revenues 

Revenues for the 2015-2016 fiscal year were $139,762,228 compared to $130,642,862 for 
the previous fiscal year. The revenues are derived from three main sources, as follows: 

2015 - 2016 2014 - 2015 

Change 
Increase 

(Decrease) % Change 

Local sources $ 115,076,626 $ 107,281,646 $ 7,794,980 7.3 % 

State sources 23,174,708 21,832,411 1,342,297 6.1 % 

Federal sources 1,510,894 1,528,805 (17,911) (1.2) % 

Total $ 139,762,228 $ 130,642,862 $ 9,119,366 7.0 % 

Local revenues are derived primarily from levying taxes such as real estate tax, earned 
income tax and real estate transfer tax. Local revenues increased $7,794,980 primarily 
related to increases in real estate taxes. Real estate taxes, including supplemental tax 
billings, increased $ 5,484,000 with approximately $4,808,000 related to an increase in the 
millage rate from 39.5056 mills to 41.674 mills per $1,000 of assessed value. Millage 
required to fund the first payment of $3,384,493 due on the high school building project 
referendum borrowing was 1.4178. Rebates totaling $76,590 offset real estate tax revenue. 
The District implemented a Supplemental Tax Rebate Program in the 2015-16 fiscal year, 
which provided property tax rebates to senior citizens, widows, widowers and disabled 
persons who met certain income eligibility guidelines and who were homeowners. Earned 
income tax revenue and real estate transfer tax revenue increased $552,000 and $748,000, 
respectively. Tuition, related to expansion of the District’s Community Education Extended 
Learning Program, increased $472,000, and proceeds of $400,000 related to the sale of the 
District’s College Heights building is also included in local revenues. 

State revenues are derived primarily from state subsidies for basic education, special 
education and transportation. State revenues also include a 50% reimbursement from the 
state for social security and retirement costs, as well as a percentage reimbursement for 
principal and interest payments for outstanding bond issues. State revenues increased 
$1,342,297 primarily related to a $1,611,000 increase in reimbursement for retirement costs 
due to an increase in the employer contribution rate for the state’s retirement plan. Basic 
Education also increased $469,575 related to an increase in state funding, offset by a 
$889,000 decrease in principal and interest reimbursement. In 2014-15 the District received 
a $631,000 retroactive reimbursement for bonds issued in prior years. In 2015-16 the 
District received $121,000 in reimbursement related to debt service payments at the end of 
2014-15, however no reimbursement was received for 2015-16 debt payments due to state 
funding delays. 

Federal revenues include primarily Title I, II and III grants and the School Based ACCESS 
program. 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Expenditures 

Expenditures for the 2015-2016 fiscal year were $140,634,410 compared to the 2014-2015 
fiscal year of $130,575,367 or a 7.7% increase. The following table shows the expenditures 
by object category: 

2015 - 2016 2014 - 2015 

Change 
Increase 

(Decrease) % Change 

Salaries and benefits $ 95,358,330 $ 88,226,003 $ 7,132,327 8.1 % 

Professional services 3,247,956 4,315,743 (1,067,787) (24.7) % 

Purchased property 
services 1,979,848 2,015,860 (36,012) (1.8) % 

Other purchased 
services 11,619,286 10,075,188 1,544,098 15.3 % 

Supplies 3,157,079 3,309,691 (152,612) (4.6) % 

Property 2,750,633 2,405,579 345,054 14.3 % 

Other objects 273,404 310,276 (36,872) (11.9) % 

Other uses of funds 22,247,874 19,917,027 2,330,847 11.7 % 

Total $ 140,634,410 $ 130,575,367 $ 10,059,043 7.7 % 

Salaries and benefits increased $7,132,327. Salary expense increased approximately 
$3,174,000, which includes $1,064,000 for substitute staffing that was a contracted service 
in the prior year. Benefits increased approximately $3,958,000 primarily due to a $3,237,000 
increase in retirement expense related to an increase in the employer contribution rate for 
PSERS from 21.40% to 25.84% (20.8%), and an increase of approximately $416,000 in 
health insurance expense related to higher insurance rates, offset by savings from the 
restructuring of the health insurance program. 

Professional services decreased compared to the prior year by $1,067,787 primarily due to 
termination of a contract for substitute staffing. 

Other purchased services increased $1,544,098 primarily due to a $1,150,000 (22.7%) 
increase in charter school expense. This increase is related to both an increase in the 
number of students attending charter schools and an increase in the expense per student. 
Other increases in expense are primarily related to wide area network and transportation. 

Supplies decreased $152,612, primarily related to lower fuel costs. 

Property expense increased $345,054, which includes the purchase of land for $240,000. 

Other uses of funds increased $2,330,847. Debt service related to the high school 
referendum borrowing, which was an interest only payment for 2015-16, totaled $3,384,493. 
Other debt service payments decreased $762,000 related primarily to savings from a 
refinancing. Capital fund transfers decreased $419,000 and the district transferred $127,655 
to the Food Service fund to cover cash needs. 

Capital Reserve Fund 

The Capital Reserve Fund is used to account for transfers from the General Fund that are to be 
used to fund future capital projects or debt service. The Capital Reserve Fund’s fund balance as 
of June 30, 2016 is $43,391,548. 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Capital Projects Fund 

The Capital Project Fund is used to account for capital projects of the District. The District spent 
$19,443,478 for such projects in 2015-16. The majority of expenditures in 2015-16 related to the 
High School Project and renovation of the Panorama building. Other projects included 
renovation and improvements throughout the District. The Capital Projects Fund’s fund balance 
is $62,598,114 at June 30, 2016, of which $62,476,529 is restricted for the District’s high school 
project. 

General Fund Budgetary Highlights 

The District prepares a budget each year for its General Fund according to Pennsylvania law. 
The budget complied with all applicable state laws and financial policies approved by the School 
Board of Education. 

The General Fund’s originally-approved budget for 2016 included $136,368,756 of revenues 
and $137,552,303 of expenditures. The budget was amended by $511,682 for additional grants 
and related expenditures. 

The actual revenues for 2016 were $2,881,790 greater than the final budget. Local revenues 
were $2,911,255 greater than budget due to favorable variances in real estate transfer taxes of 
$1,423,900, earned income tax revenue of $486,600, and revenue from the sale of a District 
building of $399,700. Real estate taxes, tuition and delinquent tax also exceeded budgeted 
amounts. State revenues were $113,580 in excess of budget. Basic Education was $462,600 in 
excess of budget related to an increase in funding from the state, while rental/sinking fund 
payments were $396,600 less than budget due to delays in state funding. Social security 
revenue is less than budget related to an adjustment in the revenue recognition period. Federal 
revenues were less than budget by $143,045. 

Actual expenditures, excluding transfers to other funds, were $2,889,162 less than the amended 
budget. Positive budget variances include salary expense and related benefits, which were 
lower than budget due to lower than budgeted substitute costs and due to vacant positions and 
turnover. Healthcare expense was also lower than budget related to greater than budgeted 
savings from health plan changes. Natural gas expense was lower related to rate decreases 
and less square footage in the high school during construction. Services, supplies and 
equipment purchases were not fully expended at budgeted levels through operational 
efficiencies. Debt service was lower due to refinancing of debt during the year, and budget 
contingency was used to cover increased charter school costs.  Transfers to the capital reserve 
fund exceeded budget by $5,994,000 as the result of higher than anticipated revenues, and 
lower than anticipated expenses.  
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Capital Assets 

The District’s investment in capital assets for its governmental and business-type activity as of 
June 30, 2016 is summarized below (see details in Note 7 to the financial statements).  

Governmental 
Activities 

Business-Type 
Activity Total 

Land, buildings and improvements $ 119,714,632 $ - $ 119,714,632 

Equipment and other capital assets 42,367,242 1,083,956 43,451,198 

Construction in progress 28,577,751 - 28,577,751 

Total 190,659,625 1,083,956 191,743,581 

Accumulated depreciation (82,150,281) (920,132) (83,070,413) 

Net $ 108,509,344 $ 163,824 $ 108,673,168 

Long-Term Debt 

At June 30, 2016, the District had long-term debt of $122,770,000 (see details in Note 9 to the 
financial statements) issued, authorized and outstanding, including referendum debt of 
$75,120,000 related to the District High School Project. Debt issued based on a voter 
referendum is excluded when comparing to the legal limit of debt. Debt that is not related to the 
referendum of $47,650,000 is significantly below the legal limit of $296,313,212. 

Factors Expected to Have an Effect on Future Operations 

The assessed value used for the 2017 budget preparation is approximately $2.27 billion, which 
is up approximately $29 million or 1.3% from 2016. Amounts available for appropriation in the 
General Fund budget for 2016-17 are $146,985,032, an increase of approximately 6.9% over 
the 2015-16 budget of $137,552,303. The budget includes $5,256,275 for payment of the 
second year of debt service on the 2016 borrowing to fund the High School project. This is an 
increase of $1,871,781 over the 2015-16 interest only payment. Property taxes will increase 
4.32 % to 43.473 mills, with 1.92% for the payment of the increase in referendum debt service. 
The District will use these remaining 2.4 % increase in revenues to finance programs currently 
offered and for six new teaching positions to enhance and expand program offering and 
respond to expected student enrollment across the district.  

In the fall of 2015, the State College Area School District Education Foundation (“Education 
Foundation”) was established. The Education Foundation was established to enhance the 
education experience of students within the District by providing financial support for innovative 
learning opportunities. 

The State College community is dedicated to ensuring that all students acquire the necessary 
skills and knowledge to enhance and develop their unique capabilities. Education is an 
investment in the future that requires a partnership between schools and the entire community. 
The District is committed to using its resources wisely and to delivering quality educational 
programs.  

The District continually strives to enhance the cost-effectiveness of its operations and of its 
program delivery without sacrificing quality. The District’s financial planning process includes a 
multi-year budget that is updated annually and can be found in the budget document. The multi-
year budget projects revenues and expenses using historical results and future expectations. 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

Referendum/Property Tax Relief - Special Session Act 1 of 2006 

Act 1 of 2006 limited the ability of School Districts to raise taxes above an inflationary index. It 
also gave Districts the option of asking voters if they wanted to increase income taxes to 
decrease property taxes. In the 2007 primary election, 498 school districts were required to 
propose a referendum question asking voters to authorize an increase in the Earned Income 
Tax or authorize a Personal Income Tax in order to provide property tax reductions through the 
homestead and farmstead exclusion. The referendum question proposed for the State College 
Area School District was to increase the EIT by .7% for a total EIT rate of 1.65%. This 
referendum was defeated by voters.  

School districts are now governed by back-end referendum requirements for increases in 
property tax rates. School districts are prohibited from increasing their tax rates above the 
annual inflationary percentage and must place referendum questions before the voters to 
approve further increases. Exceptions for rate increases above the index without going to 
referendum exist for special education costs, retirement rate changes, debt issuances, and 
certain other limited areas. The Act 1 Index for 2015-16 is 1.9%. 

Installment payments for real estate tax bills also went into effect beginning in 2007. All school 
districts, except Philadelphia and Pittsburgh, were required to offer homestead and farmstead 
property owners the option to pay their property taxes in installments. School districts are 
required to notify homestead and farmstead property owners of this option as part of their 
property tax bills. A taxpayer who elects this option and who is delinquent by more than ten 
days on two or more installment payments will be ineligible for the installment option in the 
following year.  

Strategic Plan 

The Pennsylvania Department of Education (“PDE”) requires all school districts to develop, 
implement and monitor a strategic/comprehensive plan. The 2014-2017 strategic plan was 
developed based on input from a broad cross-section of the State College Area School District 
community including nearly 150 students, parents, teachers, administrators, district staff, board 
members, community/higher education partners and community representatives. 

The strategic plan and its annual updates are required to be submitted to PDE by September 30 
of each year. 

District Growth 

DecisionInsite, enrollment impact specialists, were engaged to provide enrollment projections 
for the District. DecisionInsite used historical enrollment data, recent trends and projected new 
residential development to forecast student enrollment from 2016 to 2025. Both moderate and 
conservative projections forecast an increase in enrollment of approximately 1% to 2%, 
respectively, across the forecasted period. 
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State College Area School District 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2016 

District Wide Facilities Master Plan 

The District completed a Facilities Master Plan in the spring of 2009. Since that time, the District 
has completed the first phase of the Master Plan at the elementary level. 

In 2012, the District hired an architectural firm and educational planner to begin the design 
process for a high school project. Planning for this project continued through 2013, leading to a 
voter referendum in 2014. The estimated project cost at the time of the referendum was $115 
million. The referendum asked voters of the District to pay for $85 million of the cost of the 
project through a referendum tax increase. The voters of the State College Area School District 
approved the referendum by an unprecedented margin of 74% to 26%. This is the second 
referendum in the Commonwealth of Pennsylvania to be passed by voters.  

Design for the high school continued through the summer of 2015. Design changes, primarily 
the inclusion of the Delta middle level program and increases in program space for both 
performing arts and physical education/athletics, increased the estimated project cost 
approximately $11.9 million. Site work began in the summer of 2015 and the construction 
project went to bid in the fall of 2015. Base bids were accepted on November 30, 2015, 
including $3.5 million for bid alternates, bringing total project cost, when combined with initial 
site work from the summer of 2015, to $138 million. Subsequent to bid acceptance, $4 million in 
change orders, recommended by the contractors and design team, were accepted by the board, 
reducing the total project cost to $134 million. The district’s capital financing plan includes 
funding for the cost in excess of the $85 million referendum debt. Work on the project moved 
through the year with significant progress. A milestone for occupying the majority of the new 
classroom areas is expected in early January 2017. 

Looking beyond the high school project, the District expected to begin a Facilities Master Plan 
Elementary Update in the fall of 2016. As a result of the potential for sizable resources to fund 
facility projects from outside the district, a Facilities Master Plan Elementary Update began in 
April 2016. The process included facility assessment by the architect, Crabtree Rohrbaugh and 
Associates, and community input through public forums and meetings with the Board of 
Directors. Selection of project(s), including scope and design, is expected to occur during the 
fall of 2016. 

Contact the District’s Financial Management 

This financial report is designed to provide our citizens, taxpayers, customers, and 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 questions about this report or need 
additional financial information, contact the District’s Business Office. 
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