
CHESTER COUNTY SCHOOL AUTHORITY 
(A COMPONENT UNIT OF CHESTER COUNTY INTERMEDIATE UNIT) 

FINANCIAL STATEMENTS 

Year Ended June 30, 2021 



TABLE OF CONTENTS 

Pages 

INDEPENDENT AUDITOR'S REPORT ................................................................................................ 1 - 2

MANAGEMENT’S DISCUSSION AND ANALYSIS ............................................................................... 3 - 9

BASIC FINANCIAL STATEMENTS 

Statement of Net Position .......................................................................................................... 10 

Statement of Revenues, Expenses, and Changes in Net Position .................................................... 11 

Statement of Cash Flows ........................................................................................................... 12 

Notes to Basic Financial Statements 

Note 1 - Summary of Significant Accounting Policies.................................................................... 13

Note 2 - Cash and Investments ................................................................................................... 18 

Note 3 - Lease Rental Receivables .............................................................................................. 20

Note 4 - Changes in Capital Assets ............................................................................................. 21

Note 5 - Long-Term Liabilities ..................................................................................................... 22 

Note 6 - Risk Management ......................................................................................................... 24

Note 7 - Commitments .............................................................................................................. 25 

Note 8 - New Accounting Pronouncements.................................................................................. 25



1 Succeed With Confidence  
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P: 610.378.1175 

F: 610.378.0999 

www.herbein.com

INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors 

Chester County School Authority 

Downingtown, Pennsylvania 

We have audited the accompanying financial statements of the Chester County School Authority (a component 

unit of Chester County Intermediate Unit) as of and for the year ended June 30, 2021, and the related notes to 

the financial statements, which collectively comprise the Authority’s basic financial statements as listed in the 

table of contents. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 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. 

Auditor’s Responsibility 

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. 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of 

the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 

risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 

of the financial statements 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 the entity’s internal control. Accordingly, 

we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 

and the reasonableness of significant accounting estimates made by management, as well as evaluating the 

overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 

http://www.herbein.com/


2 Succeed With Confidence  

Opinion 

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material respects, 

the respective financial position of the Chester County School Authority as of June 30, 2021, and the respective 

changes in financial position and cash flows thereof for the year then ended in accordance with accounting 

principles generally accepted in the United States of America. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 

discussion and analysis be presented to supplement the basic financial statements. Such information, 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. 

Reading, Pennsylvania 

December 16, 2021 
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Chester County School Authority 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

Required Supplementary Information 

June 30, 2021 

The discussion and analysis of Chester County School Authority’s (“Authority” or “School Authority”) financial 

performance provides an overall review of the School Authority’s financial activities for the fiscal year ended 

June 30, 2021. The intent of this discussion and analysis is to look at the School Authority’s financial 

performance as a whole; readers should also review the notes to the basic financial statements and financial 

statements to enhance their understanding of the School Authority’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 June 1999. 

GENERAL 

The Chester County School Authority exists under the laws of the Commonwealth of Pennsylvania. The Board of 

the Authority consists of one member from each of the twelve-member school districts of Chester County. The 

Chester County School Authority was formed by the Chester County Joint School Committee and its twelve- 

member school districts for purposes of financing construction of school buildings and purchase of equipment to 

be further operated and maintained by the joint committee, and its member districts, and the Chester County 

Intermediate Unit (CCIU), under long-term leases. 

FINANCIAL HIGHLIGHTS 

The Chester County School Authority had a total net position of $103,316,465, a decrease of $1,698,995 from 

the prior year. 

During the current year the Authority took advantage of an opportunity for significant cost savings through the 

refinancing of the 2015 School Authority Revenue Bond Issue at a much lower interest rate. The refinancing 

resulted in a savings of over $900,000 in future interest costs. The 2015 Bond issue was part of the refinancing 

plan for the Technical College High School - Pickering Campus and was scheduled to retire in 2035. The new 

bond, Series A of 2020 Revenue Refunding Bond, was issued on July 7, 2020 in the amount of $8,090,000 and 

will also retire in 2035. 

In October 2018, the CCIU was awarded a Redevelopment Capital Assistance Program (RACP) grant in the 

amount of $1,000,000 to help fund the renovations of the John K. Baillie Child and Career Development Center 

(CCDC). A project close-out meeting was held in April 2020 and CCIU has finalized the required submissions in 

order to receive the funding. These funds were received during the 2020-21 school year. 



4

In order to meet demand for space as a result of the growth of various Chester County Intermediate Unit (CCIU) 

programs, a number of Authority buildings have been earmarked for expansion or renovation. During the 

2020-21 fiscal year, CCIU managed and completed a number of construction and renovation projects to meet 

the growing demand for services. The projects include: 

▪ Child and Career Development Center Renovations (Phase III) - This phase of the CCDC project includes 

upgrades to the building-wide fire suppression system and the HVAC system in the “D-wing”. This 

project was completed during the Fall of 2020. 

▪ Horticulture Center - The Horticulture Center will serve both the CCDC and the Chester County Learning 

Center (CCLC) with a modern greenhouse, the project includes several classrooms, shop facilities, 

storage rooms, and project areas. This project was completed in the Summer of 2020. 

▪ TCHS Pickering Veterinary Science Project - The renovations project included the conversion of an 

existing storage building into a stable, fence enclosure of an open pasture area, utility upgrades, and a 

paved parking/storage area. The project was completed in the Summer of 2020. 

Debt service payments to support the various Chester County School Authority Revenue Bonds are secured by 

lease agreements between the Authority and Chester County Intermediate Unit (CCIU) for the annual amount of 

the debt service payments. In March 2021, Moody’s Investor’s Service assigned a rating of Aa3 to the Authority 

Series 2018 bonds citing strong management and credit quality of the Chester County Intermediate Unit, whose 

lease payments secure the Authority’s bonds. This rating will positively impact interest rates on future 

financing. 

The Chester County School Authority Board approved the submission of PlanCon Part J “Project Accounting 

Based on Final Cost” to the Pennsylvania Department of Education (PDE) for both the Technical College High 

School (TCHS) - Pickering and Pennock’s Bridge projects. PlanCon Part J must be submitted to PDE after all 

construction work has been completed and all costs have been paid. PDE approved the Part-J submissions for 

the two campuses and a permanent reimbursement percentage for the projects will be established. During 

2020-21, CCIU received $547,324 in PlanCon reimbursement related to all three TCHS campuses. CCIU is entitled 

to debt service reimbursements throughout the life of the related Bonds. 
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OVERVIEW OF FINANCIAL STATEMENTS

Management’s Discussion and Analysis (MD&A) serves as an introduction to the basic financial statements and 

supplementary information. The MD&A represents management’s analysis of the Authority’s financial condition 

and performance.

The financial statements report information about the Authority using full accrual accounting methods as 

utilized by similar business activities in the private sector.

The financial statements include a statement of net position; a statement of revenues, expenses, and changes in 

net position; a statement of cash flows; and notes to the basic financial statements. The statement of net 

position presents the financial position of the Authority on a full accrual historical cost basis. While the 

statement of net position provides information about the nature and amount of resources and obligations at 

year-end, the statement of revenues, expenses, and changes in net position presents the results of the business 

activities over the course of the fiscal year and the amounts by which the net position changed during the year. 

All changes in net position are reported concurrently with the occurrence of the underlying event giving rise to 

the change, regardless of the timing of the related cash flows. 

The statement of cash flows reports changes in cash and cash equivalents resulting from operational, financing, 

and investing activities. This statement presents cash receipts and cash disbursements information, without 

consideration of the earnings event, the timing of any arising obligations, or depreciation of capital assets. 

The notes to the basic financial statements provide required disclosures and other information that is essential 

to a full understanding of the financial data provided in the statements. The notes present information about 

the Authority’s accounting policies, significant account balances and activities, material risks, obligations, 

commitments, contingencies, and subsequent events. 
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FINANCIAL ANALYSIS 

The School Authority’s total net position was $103,316,465 as of June 30, 2021. 

Figure 1 

Condensed Statement of Net Position 

Assets 

 2020   2021  

Current assets $ 6,493,671 $ 4,996,068 

Capital assets $ 107,248,913 $104,928,628 

Other assets $ 57,476,000 $ 53,329,000 

Total Assets $ 171,218,584 $163,253,696 

Deferred Outflow of Resources 

Deferred charge on bond refunding $ 505,289 $ 216,717 

Liabilities 

Current and other liabilities $ 6,704,481 $ 4,828,438 

Long-term liabilities $ 60,003,932 $ 55,325,510 

Total Liabilities $ 66,708,413 $ 60,153,948 

Net Position 

Net Investment in Capital Assets $ 43,541,224 $ 46,022,485 

Restricted for Capital Projects $ 174,748 $ 331,773 

Unrestricted $ 61,299,488 $ 56,962,207 

Total Net Position $ 105,015,460 $ 103,316,465 

Total assets decreased $7,964,888 from $171,218,584 at June 30, 2020 to $163,253,696 at June 30, 2021. The 

primary reason for the decrease is the reduction in Cash and investments of $1,255,646 as a result of 

construction costs for the various construction projects mentioned above. Current and long-term lease rental 

receivables decreased $4,389,729 as a result of the retirement of the Series 2015 bonds and the pay down of 

debt. Capital assets decreased $2,320,285 as a result of ongoing constructions and renovations being 

depreciated. 

The Authority recorded a deferred outflow of $216,717 related to bond refunding charges. 

Total liabilities decreased $6,554,465 from $66,708,413 at June 30, 2020 to $60,153,948 at June 30, 2021. The 

primary reason for the decrease in liabilities is debt service payments and the timing of accounts payable 

transactions. 
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Figure 2

Condensed Statement of Revenues, Expenses and Change s in Net Position

Revenues  2020   2021  

Charges for Services $ 2,795,144 $ 2,460,722 

Capital Grants & Contributions 

Interest Income 

$ 388,565 

$ 133,041 

$ 1,000,000 

$ 1,542 

Transfer from Primary Government 

Total Revenues 

 $ 391,719  

$ 3,708,469 

 $ 328,640  

$ 3,790,904 

Expenses 

Administration $ 118,127 $ 95,858 

Interest on Long-Term Debt $ 2,663,600 $ 2,051,191 

Depreciation $ 2,865,041 $ 3,340,410 

Loss on disposal of capital assets  $ 331,368   $ 2,440  

Total Expenses  $ 5,978,136   $ 5,489,899  

Increase (Decrease) in Net Position $ (2,269,667) $  (1,698,995) 

Beginning Net Position  $107,285,127   $ 105,015,460  

Ending Net Position  $105,015,460  $ 103,316,465 

Revenue increased $82,435 from $3,708,469 at June 30, 2020 to $3,790,904 at June 30, 2021. The primary 

reason for the increase is the $1,000,000 RACP grant received in the current year, offset by decreases in charges 

for services and interest income. 

Expenses decreased $488,237 from $5,978,136 at June 30, 2020 to $5,489,899 at June 30, 2021. The primary 

reason for the decrease was a reduction of interest expense, bond issuance costs on debt, and the loss on 

disposal of capital assets, offset by an increase in depreciation expense. 
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets 

At June 30, 2021, the School Authority had $104,928,628 invested in a broad range of capital assets, including 

land, building, furniture, and equipment. The change over prior year relates to capitalization of costs related to 

the TCHS Pickering Vet Tech Center, the CCDC Greenhouse, and Phases II and III of the Child & Career 

Development Center offset by depreciation expense. See Note 4 to the financial statements for additional 

information on capital asset activity.

Figure 3 

Capital Assets (net of depreciation) 

 2020   2021  

Land $ 2,871,312 $ 2,871,312 

Site Improvements $ 478,421 $ 546,400 

Building & Building Improvements $ 95,214,452 $ 100,920,544 

Furniture & Equipment $ 716,413 $ 590,372 

Construction in Progress $ 7,968,315 $ - 

Total $ 107,248,913 $ 104,928,628 

Debt Administration 

At year-end, the School Authority had $57,551,000 in school lease revenue bonds outstanding. 

During the current year the CCIU took advantage of an opportunity for significant cost savings through the 

refinancing of the 2015 School Authority Revenue Build America Bond Issue at a much lower interest rate. The 

refinancing resulted in a savings of $928,026 in future interest costs. The 2015 Bond issue was part of the 

refinancing plan for the Technical College High School - Pickering Campus and was scheduled to retire in 2035. 

The new bond, Series A of 2020 Revenue Refunding Bond, was issued on July 7, 2020 in the amount of 

$8,090,000 and will also retire in 2035. 

Figure 4 

Outstanding Long-Term Debt 

 2020   2021  

Lease Revenue Bonds & Notes $ 61,940,729 $ 57,551,000 

See Note 5 to the financial statements for additional information on long-term debt activity. 
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ECONOMIC FACTORS AND THE SCHOOL AUTHORITY’S FUTURE 

CCIU is currently managing a number of construction and renovation projects to meet the growing demand for 

services. The projects include: 

▪ CCIU Learning Center and Option Plus buildings - In the Summer and Fall 2021, the roofs of both the 

CCIU Learning Center and Option Plus buildings will be replaced. The weather has impacted the project 

schedule and completion is anticipated for Fall 2021. 

▪ TCHS Pickering - The original farmhouse located on the property is need of renovations in order to 

eliminate water infiltration and to stabilize the structure. In the Summer 2021, a roof replacement 

project was started. Weather has impacted the project schedule and completion is anticipated for Fall 

2021. 

CONTACTING THE SCHOOL AUTHORITY FINANCIAL MANAGEMENT 

Our financial report is designed to provide our citizens, taxpayers, parents, students, investors, and creditors 

with a general overview of the School Authority’s finances and to show the School Authority’s accountability for 

the money it receives. If you have questions about this report or wish to request additional financial 

information, please contact the Business Office, Chester County Intermediate Unit, 455 Boot Road, 

Downingtown, PA 19335, (484) 237-5000. 



CHESTER COUNTY SCHOOL AUTHORITY

STATEMENT OF NET POSITION

June 30, 2021

ASSETS

CURRENT ASSETS 

Cash and investments 

Due from primary government 
Lease rental receivables 

NONCURRENT ASSETS 

Capital assets not being depreciated 

Capital assets, net of accumulated depreciation 
Noncurrent lease rental receivables 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred charge on bond refunding 

LIABILITIES 

CURRENT LIABILITIES 

Accounts payable 

Accrued interest 
Current portion of bonds and notes payable 

NONCURRENT LIABILITIES 
Bonds and notes payable, net 

$ 773,296

772
4,222,000

TOTAL CURRENT ASSETS 4,996,068

2,871,312 

102,057,316 
   53,329,000  

TOTAL NONCURRENT ASSETS  158,257,628  

TOTAL ASSETS  163,253,696  

216,717

18,029 

588,409 
4,222,000

TOTAL CURRENT LIABILITIES 4,828,438 

55,325,510

TOTAL LIABILITIES 60,153,948

46,022,485

331,773
56,962,207

TOTAL NET POSITION $ 103,316,465

NET POSITION 

Net investment in capital assets 

Restricted for: 

Capital projects 
Debt service 

See accompanying notes. 10 



CHESTER COUNTY SCHOOL AUTHORITY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Year Ended June 30, 2021

See accompanying notes. 11

OPERATING AND ADMINISTRATIVE EXPENSES 

Administrative and financial support 
Depreciation 

7,608 
    3,340,410  

NONOPERATING REVENUES (EXPENSES) 

Capital grant & contribution 

Interest income 

Loss on disposal of capital assets 

Bond issuance costs 
Interest expense 

1,000,000 

1,542 

(2,440) 

(88,250) 
    (2,051,191) 

 $ 2,460,722  

TOTAL OPERATING REVENUES 2,460,722 

TOTAL OPERATING AND ADMINISTRATIVE EXPENSES  3,348,018  

OPERATING LOSS (887,296) 

TOTAL NONOPERATING REVENUES (EXPENSES)  (1,140,339) 

LOSS BEFORE TRANSFERS (2,027,635) 

TRANSFERS FROM PRIMARY GOVERNMENT 328,640  

CHANGE IN NET POSITION (1,698,995) 

NET POSITION - BEGINNING OF YEAR  105,015,460  

NET POSITION - END OF YEAR  $ 103,316,465  

OPERATING REVENUES 
Charges for services - lease rentals 



CHESTER COUNTY SCHOOL AUTHORITY

STATEMENT OF CASH FLOWS

Year Ended June 30, 2021

See accompanying notes. 12

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 

Proceeds from refunding bond issuance 

Federal program - interest subsidy 

Transfers from primary government 

Repayment of bonds and notes payable 

Interest paid on long-term debt 

Bond issuance costs 
Purchase and construction of capital assets 

8,090,000 

1,000,000 

328,640 

(12,479,729) 

(2,364,331) 

(88,250) 
    (2,586,361) 

NET CASH PROVIDED BY OPERATING ACTIVITIES 6,842,843 

NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES (8,100,031) 

1,542

NET DECREASE IN CASH (1,255,646)

CASH AT BEGINNING OF YEAR 2,028,942

CASH AT END OF YEAR $ 773,296

$ (887,296)

3,340,410

4,389,729  

NET CASH PROVIDED BY OPERATING ACTIVITIES $ 6,842,843

$ 6,850,451
(7,608)

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers
Payments to suppliers for goods and services

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 

RECONCILIATION OF OPERATING LOSS TO NET CASH PROVIDED 

BY OPERATING ACTIVITIES 

Operating loss

Adjustments to reconcile operating loss to net cash 

provided by operating activities: 

Depreciation 

Changes in: 
Lease rental receivables 



CHESTER COUNTY SCHOOL AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2021
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The Chester County School Authority (the “Authority”) was formed by the Chester County Joint School 

Committee and its 12 member school districts for purposes of financing construction of school buildings and 

purchase of equipment to be further operated and maintained by the joint committee, its member districts, and 

the Chester County Intermediate Unit under long-term leases. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The financial statements of the Chester County School Authority have been prepared in accordance with 

accounting principles generally accepted in the United States of America (GAAP) as applied to governmental 

units. The Governmental Accounting Standards Board (GASB) is the authoritative standard-setting body for the 

establishment of governmental accounting and financial reporting principles. The more significant of these 

accounting principles are as follows: 

A. Reporting Entity 

As required by generally accepted accounting principles, the financial statements of the reporting entity 

include only the statements of the Authority. 

The Authority used guidance contained in generally accepted accounting principles to evaluate the possible 

inclusion of related entities (authorities, boards, councils, fiduciary activities, etc.) within its reporting 

entity. Accounting principles generally accepted in the United States of America require that the reporting 

entity consists of the primary government and legally separate entities for which the primary government 

is financially accountable. In addition, the primary government may determine through the exercise of 

management’s professional judgment that the inclusion of a legally separate entity that does not meet the 

financial accountability criteria is necessary in order to prevent the reporting entity’s financial statements 

from being misleading. In such instances, that legally separate entity should be included as a component 

unit if the nature and significance of their relationship with the primary government or other component 

units are such that the exclusion from the financial reporting entity would render the financial reporting 

entity’s financial statements incomplete or misleading. In evaluating how to define the reporting entity, 

management has considered all potential component units. 

 
Based on the foregoing criteria, the Authority has determined it has no component units, but it is a 

component unit of the Chester County Intermediate Unit (Primary Government). The statements represent 

the activity of the Chester County School Authority only, and do not reflect any activity of the primary 

government. 
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NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

14 

B. Basis of Presentation 

All activities of the Authority are accounted for within a single proprietary (enterprise) fund and are 

classified as a business-type activity. Proprietary funds are used to account for operations that are 

(a) financed and operated in a manner similar to private business enterprises where the intent of the 

governing body is that the cost (expenses, including depreciation) of providing goods or services to the 

general public on a continuing basis be financed or recovered primarily through user charges; or (b) where 

the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or 

net income is appropriate for capital maintenance, public policy, management control, accountability, or 

other purposes. 

The Authority distinguishes operating revenues and expenses from nonoperating items. Operating revenues 

and expenses generally result from providing services in connection with the Authority’s principal ongoing 

operations. The principal operating revenues of the Authority are the financing and construction of capital 

projects with lease charges assessed to users of the facilities. Operating expenses include administrative 

expenses and depreciation on capital assets. All revenues and expenses not meeting this definition are 

reported as nonoperating revenues and expenses. Since the direct beneficiary of the building projects are 

the primary government, the related capital and debt activity are reported as nonoperating. 

C. Measurement Focus and Basis of Accounting 

The accounting and financial reporting treatment is determined by the applicable measurement focus and 

basis of accounting. Measurement focus indicates the type of resources being measured such as current 

financial resources or economic resources. The basis of accounting indicates the timing of transactions or 

events for recognition in the financial statements. 

The Authority’s activity is reported using the economic resources measurement focus and the accrual basis 

of accounting. Accordingly, all assets, deferred outflows of resources, liabilities, and deferred inflows of 

resources associated with operations are included on the statement of net position. Net position (i.e., total 

assets and deferred outflows of resources net of total liabilities and deferred inflows of resources) are 

segregated into net investment in capital assets and unrestricted elements. Revenues are reported when 

earned and expenses are reported when a liability is incurred, regardless of the timing of related cash flows. 

D. Budgetary Process 

The Authority is a financing authority and as such there is no legally adopted budget. 
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NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
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E. Financial Position 

1. Cash and Cash Equivalents

For the purpose of reporting cash flows, the Authority considers all highly-liquid investments with a 

maturity of three months or less when purchased to be cash equivalents.

2. Investments

Investments are valued at fair value in accordance with Governmental Accounting Standards Board 

Statement No. 72, Fair Value Measurement and Application, except for investments in external 

investment pools, which are valued at amortized costs if required criteria are met as outlined in 

Governmental Accounting Standards Board Statement No. 79, Certain External Investment Pools and 

Pool Participants. 

The Authority categorizes its fair value measurements within the fair value hierarchy established by 

generally accepted accounting principles. The hierarchy is based on the valuation inputs used to 

measure fair value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; 

Level 2 inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs.

Investments are exposed to various risks such as interest rate, credit, and overall market volatility. Due 

to the level of risk associated with certain investment securities, it is reasonably possible that changes in 

the fair value of investments will occur in the near-term and that such changes could materially affect 

the amounts reported in the statement of financial position.

3. Lease Rental Receivables

As the Authority issues debt for capital projects, it simultaneously issues a lease agreement with the 

users of the facility. The lease provides, among other things, for rentals to be paid to the Authority for a 

term of years coinciding with the life of the Authority bond issues. 

The Authority considers rental receivables to be fully collectible; accordingly, no allowance for doubtful 

accounts is required. Management considers their knowledge of customers, historical activity and 

current economic conditions in determining whether a receivable is uncollectible. If amounts become 

uncollectible, they will be charged to operations when that determination is made. Recoveries of 

receivables previously written off are recorded when received.

4. Capital Assets, Depreciation, and Amortization

The Authority’s capital assets with useful lives of more than one year are stated at historical cost and 

comprehensively reported in the financial statements. The reported value excludes normal 

maintenance and repairs which are essentially amounts spent in relation to capital assets that do not 

increase the capacity or efficiency of the item or extend its useful life beyond the original estimate. 

Donated capital assets are recorded at the estimated fair value of the item at the date of donation.
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16 

E. Financial Position - continued 

4. Capital Assets, Depreciation, and Amortization - continued 

The Authority generally capitalizes assets with cost of $5,000 or more as purchase and construction 

outlays occur. Assets purchased or constructed with long-term debt may be capitalized regardless of 

the threshold established. The costs of normal maintenance and repairs that do not add to the asset 

value or materially extend useful lives are not capitalized. Construction in progress is stated at cost and 

consists primarily of costs incurred on construction projects. No provision for depreciation is made on 

construction in progress until the assets are complete and placed into service. Capital assets are 

depreciated using the straight-line method. When capital assets are disposed, the cost and applicable 

accumulated depreciation are removed from the respective accounts, and the resulting gain or loss is 

recorded in operations. 

Estimated useful lives for depreciable assets are as follows: 

 Assets   Years  

Buildings and building improvements 20 - 50 

Site improvements 15 - 20 

Machinery and equipment 5 - 20 

 
5. Valuation of Long-Lived Assets 

Long-lived assets to be held and used are required to be reviewed for impairment whenever events or 

changes in circumstances indicate that the carrying amount of an asset may not be recoverable. In 

general, any long-lived assets to be disposed of are reported at the lower of carrying amount or fair 

value less cost to sell. The District periodically evaluates the recoverability of its long-lived assets, 

including real estate and improvements and deferred costs, using objective methodologies. Such 

methodologies include evaluations based on cash flows generated by the underlying assets or other 

determinants of fair value. None of the Authority’s long-lived assets were considered to be impaired as 

of June 30, 2021. 

6. Long-Term Obligations 

Long-term debt and other long-term obligations are reported as liabilities in the proprietary fund 

financial statements. Bond premiums and discounts are deferred and amortized over the life of the 

bonds using the straight-line method. Bonds payable are reported net of the applicable bond premium 

or discount. Other bond issuance costs are expensed at the time the debt is issued.



CHESTER COUNTY SCHOOL AUTHORITY

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2021

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
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E. Financial Position - continued 

7. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred 

outflows of resources. This separate financial statement element, deferred outflows of resources, 

represents a consumption of net position that applies to a future period(s) and so will not be recognized 

as an outflow of resources (expenses) until then. The Authority has the following item that qualifies for 

reporting in this category: 

A deferred charge on bond refunding results from the difference in the carrying value of refunded 

debt and its reacquisition price. This amount is deferred and amortized over the shorter of the 

life of the refunded or refunding debt. 

In addition to liabilities, the statement of net position will sometimes report a separate section for 

deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 

represents an acquisition of net position that applies to a future period(s) and so will not be recognized 

as an inflow of resources (revenue) until that time. The Authority does not have any items that qualify 

for reporting in this category. 

8. Net Position and Flow Assumptions 

Net position represents the difference between assets and deferred outflows of resources less liabilities 

and deferred inflows of resources. Net investment in the capital assets component of net position is 

comprised of capital assets, net of accumulated depreciation, reduced by the outstanding balances of 

any borrowings used for the acquisition, construction, or improvement of those assets. In addition, any 

deferred outflows of resources and/or deferred inflows of resources related to such capital assets or 

liabilities associated with the capital assets should also be added to or deducted from the overall net 

investment in capital assets. The restricted component of net position is used when there are 

limitations imposed on their use either through the enabling legislation adopted by a higher 

governmental authority or through external restrictions imposed by creditors, grantors, or laws or 

regulations of other governments. The remaining component of net position is unrestricted. 

The Authority applies restricted resources first when an expense is incurred for purposes for which both 

the restricted and unrestricted components of net position are available. 

F. Use of Estimates 

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. 

Accordingly, actual results could differ from those estimates.
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Under Section 440.1 of the Public School Code of 1949, as amended, the Authority is permitted to invest funds 

in the following types of investments: 

 
Obligations of (a) the United States of America or any of its agencies or instrumentalities backed by the full 

faith and credit of the United States of America, (b) the Commonwealth of Pennsylvania or any of its 

agencies or instrumentalities backed by the full faith and credit of the Commonwealth, or (c) any political 

subdivision of the Commonwealth of Pennsylvania or any of its agencies or instrumentalities backed by the 

full faith and credit of the political subdivision. 

 
Deposits in savings accounts, time deposits, or share accounts of institutions insured by the Federal Deposit 

Insurance Corporation to the extent that such accounts are so insured and for any amounts above the 

insured maximum, provided that approved collateral as provided by law, therefore, shall be pledged by the 

depository. 

 
Pennsylvania Act 10 of 2016 became effective May 25, 2016, and expanded the permitted investment types to 

include commercial paper, bankers’ acceptances, negotiable certificates of deposit, and insured bank deposit 

reciprocals as long as certain safeguards related to credit quality and maturity are met. 

 
The deposit and investment policy of the Authority adheres to state statutes. There were no deposits or 

investment transactions during the year that were in violation of either the state statutes or the policy of the 

Authority. 

 
The breakdown of total cash and investments at June 30, 2021, is as follows: 

 
Bank certificate of deposit $ 240,026 

Demand deposits 16,451 

Pooled cash and investments  516,819  

 
 $ 773,296  

 

Deposits 

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 Authority does not have a policy for custodial credit risk. As of June 30, 2021, the Authority’s 

deposits consist of a demand deposits and certificate of deposit with a bank and book balance of $256,477. The 

certificate of deposit has a maturity of less than 1 year. At June 30, 2021, the entire bank balance of $256,477 

was covered by federal depository insurance. 
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Investments 

As of June 30, 2021, the Authority had the following investments: 

 
  Fair Value   Carrying Value 

 

PA School District Liquid Asset Fund: 

MAX Account Balance 

 
$ 398,750 

 
$ 398,750 

 

PA Local Government Investment Trust: 

PLGIT - Class 118,069  118,069  
 

Total investments  $ 516,819  

 

Certain external investments held by the Authority, based on portfolio maturity, quality, diversification, and 

liquidity measures, qualify for measurement at amortized cost at both the pool and participating government 

level consistent with GASB Statement No. 79. The Authority measures those investments, which include PSDLAF 

and PLGIT at amortized cost. All investments in external investment pools that are not registered with the 

Securities and Exchange Commission are subject to oversight by the Commonwealth of Pennsylvania. 

 
A portion of the Authority’s deposits are in the Pennsylvania School District Liquid Asset Fund (PSDLAF) and the 

Pennsylvania Local Government Investment Trust (PLGIT). PSDLAF and PLGIT act like a money market mutual 

fund in that the objective is to maintain a stable net asset value of $1 per share, are rated by a nationally 

recognized statistical rating organization, and are subject to an independent annual audit. 

 
The PSDLAF MAX fund invests in U.S. treasury securities, U.S. government securities, its agencies and 

instrumentalities, and repurchase agreements, collateralized by such securities and contracted with highly-rated 

counterparties. Weighted average portfolio maturity for the fund is expected to be kept at or below 60 days. 

PSDMAX does not have limitations or restrictions on withdrawals. 

 
PLGIT invests primarily in U.S. Treasury and federal agency securities and repurchase agreements secured by 

such obligations, as well as certain municipal obligations and collateralized or insured certificates of deposit. 

The fund manager intends to comply with guidelines similar to those mandated for money-market funds as 

contained in Rule 2a-7 of the Investment Company Act of 1940. 

 
PLGIT - Class Shares are a flexible option within the PLGIT fund which requires no minimum 

balance, no minimum initial investment, and a one-day minimum investment period. Dividends 

are paid monthly. 

 
At June 30, 2021, the entire PSDLAF and PLGIT book balance of $516,819 is considered to be a cash equivalent 

for presentation on the financial statements. 
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Interest Rate Risk 

The Authority does have a formal investment policy that limits investment maturities as a means of managing its 

exposure to fair value losses arising from increasing interest rates. 

 
Credit Risk 

The Authority has no investment policy that would limit its investment choices to certain credit ratings. As of 

June 30, 2021, the Authority’s investments were rated as: 

 

Investments   

Standard 

& Poor's

 
PA School District Liquid Asset Fund AAAm 

PA Local Government Investment Trust AAAm 
 

Concentration of Credit Risk 

The Authority does have a policy that would limit the amount they may invest in any one issue. The Authority’s 

current investments are excluded from this risk. 

 
Custodial Credit Risk 

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the 

Authority will not be able to recover the value of its investments or collateral security that are in the possession 

of an outside party. The Authority has no investments subject to custodial credit risk. 

 

 
NOTE 3 - LEASE RENTAL RECEIVABLES 

 

 

The Authority issued the Series 2010 Revenue Bonds, the Series of 2012 Revenue Bonds, the Series of 2015 

Revenue Bonds, and the Series of 2017 Promissory Note to provide a source of funds with which to renovate 

existing buildings in northern and central Chester County, construct a new educational campus in southern 

Chester County, and construct a new school in central Chester County that includes new educational space for 

the Chester County Technical College High School. In July 2014, the Authority issued the Series of 2014 Revenue 

Bonds to advance refund the Series of 2005 Revenue Bonds and provide additional resources for capital 

projects. In July 2018, the Authority issued the Series of 2018 Revenue Bonds to satisfy the Series of 2017 

Promissory Note and provide additional resources for capital projects. In April 2020, the Authority issued the 

Series of 2020 Revenue Bonds to currently refund the Series of 2010 Revenue Bonds. In July 2020, the Authority 

issued the Series A of 2020 Revenue Bonds to currently refund the Series of 2015 Revenue Bonds. Issued 

simultaneously with each revenue bond was a lease agreement with the user(s) of the facility. Future lease 

rental receivables as of June 30, 2021 were $57,551,000, of which $4,222,000 is the current portion. 
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The leases provide, among other things, for rentals to be paid to the Authority for a term of years coinciding 

with the life of the Authority bond issues. The Authority charges rent sufficient to pay debt service 

requirements. The rents are payable by the Chester County Intermediate Unit, the primary government, over 

the life of the debt. The rent from the lease received for the year ended June 30, 2021 totaled $6,847,385 of 

which $4,386,663 was used to satisfy the principal portion of long-term obligations and $2,460,722 was 

recognized as lease rental revenue. 

 

 
NOTE 4 - CHANGES IN CAPITAL ASSETS 

 

 

Capital asset balances and activity for the year ended June 30, 2021, are as follows: 

 
Beginning

Balance Increase

Reclass/

Decrease

Ending

Balance  

 
Capital assets not being depreciated: 
Land 

 

$ 2,871,312 
 

$ - 
 

$ - 
 

$ 2,871,312 

Construction in progress  7,968,315   -   (7,968,315)  -  
Total assets not being depreciated 10,839,627 - (7,968,315) 2,871,312 

 

Capital assets being depreciated: 

Buildings and building improvements 

 

 
117,780,835 

 

 
891,665 

 

 
7,968,315 

 

 
126,640,815 

Site improvements 1,527,944 130,900 - 1,658,844 

Machinery and equipment  2,381,628   -   (11,100)  2,370,528  

Total assets being depreciated 121,690,407 1,022,565 7,957,215 130,670,187 

Less accumulated depreciation for: 

Buildings and building improvements 

 

22,566,383 

 

3,153,888 

 

- 

 

25,720,271 

Site improvements 1,049,523 62,921 - 1,112,444 

Machinery and equipment  1,665,215   123,601   (8,660)  1,780,156  

Total accumulated depreciation  25,281,121   3,340,410   (8,660)  28,612,871  

TOTAL CAPITAL ASSETS BEING 

DEPRECIATED, NET 

 

 96,409,286  

 

 (2,317,845) 

 

 7,965,875  

 

 102,057,316  

CAPITAL ASSETS, NET  $ 107,248,913   $ (2,317,845)  $ (2,440)  $ 104,928,628  
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The Authority issues revenue bonds to provide resources for major capital improvements. The bonds are direct 

obligations issued on the pledge of the full faith and credit of the Authority as well as an assignment of lease 

revenue. Bonds payable are as follows at June 30, 2021: 

 
Revenue Bonds Payable - Series of 2014 

The Series of 2014 Revenue Bonds were issued by the Chester County School Authority in July 

2014. The revenue bonds were used to advance refund the Series of 2005 Revenue Bonds, to 

fund various capital projects of the Chester County Intermediate Unit, and to pay expenses of 

issuing and insuring the bonds. The revenue bonds bear interest ranging from 1.00% to 

5.00%. The bonds are secured under a trust indenture dated as of the date of the related 

bond issue. The bonds are obligations of the Authority payable from lease rentals received 

from the Chester County Intermediate Unit. The Authority realized a savings of $305,600 

from the advance refunding. 

 
 
 
 
 
 
 

 
$ 14,680,000 

Revenue Bonds Payable - Series of 2018 

The Series of 2018 Revenue Bonds were issued by the Chester County School Authority in July 

2018. The revenue bonds were used to (1) repay in full the Promissory Note, Series of 2017; 

(2) finance renovations and improvements to the John K. Baillie Child and Career 

Development Center; (3) finance renovations and improvements to the Brandywine Campus 

of the Chester County Technical College High School; and (4) pay the costs of issuing the 

bonds. The revenue bonds bear interest ranging from 1.65% to 5.00%. The bonds are 

secured under a trust indenture dated as of the date of the related bond issue. The bonds 

are obligations of the Authority payable from lease rentals received from the Chester County 

Intermediate Unit. 

 
 
 
 
 
 
 
 
 

 
18,430,000 

Revenue Bonds Payable - Series of 2020 

The Series of 2020 Revenue Bonds were issued by the Chester County School Authority in 

April 2020. The revenue bonds were used to (1) currently refund the outstanding Revenue 

Bonds Payable - Series of 2010 and (2) pay the costs of issuing the bonds. The revenue bonds 

bear interest 3.5%. The bonds are secured under a trust indenture dated as of the date of 

the related bond issue. The bonds are obligations of the Authority payable from lease rentals 

received from the Chester County Intermediate Unit. The Authority realized a savings of 
$1,011,481 from the current refunding. 

 
 
 
 
 
 
 
 

16,926,000 
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Revenue Bonds Payable - Series A of 2020 

The Series A of 2020 Revenue Bonds were issued by the Chester County School Authority in 

July 2020. The revenue bonds were used to (1) currently refund the outstanding Revenue 

Bonds Payable - Series of 2015 and (2) pay the costs of issuing the bonds. The revenue bonds 

bear interest 2.04%. The bonds are secured under a trust indenture dated as of the date of 

the related bond issue. The bonds are obligations of the Authority payable from lease rentals 

received from the Chester County Intermediate Unit. The Authority realized a savings of 

$928,026 from the current refunding. 

 
 
 
 
 
 

 
 7,515,000  

Total bonds payable  $ 57,551,000  

 

The future annual payments required to amortize all bonds payable for the years ending June 30 are as follows: 

 
 Revenue 

Bonds 

Series of 

Revenue 

Bonds 

Series of 

Revenue 

Bonds 

Series of 

Revenue 

Bonds 

Series of 

 
 

Total 

 
 

Total 

 2014   2018   2020   2020A   Principal   Interest  

2022 $  2,700,000 $  1,110,000 $ 407,000 $ 5,000 $  4,222,000 $  2,088,779 

2023 2,820,000 1,145,000 1,033,000 125,000 5,123,000 1,922,632 

2024 2,960,000 1,180,000 1,070,000 550,000 5,760,000 1,705,302 

2025 3,050,000 1,230,000 1,103,000 560,000 5,943,000 1,520,632 

2026 3,150,000 1,275,000 1,140,000 575,000 6,140,000 1,326,090 

2027 - 2031 - 12,490,000 6,315,000 3,035,000 21,840,000 3,364,574 

2032 - 2035  -   -   5,858,000   2,665,000   8,523,000   658,337  

 
 $ 14,680,000   $ 18,430,000   $ 16,926,000   $  7,515,000   $ 57,551,000   $ 12,586,346  
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Long-term liability balance and activity for the year ended June 30, 2021, are as follows: 

 

Beginning

Balance Additions Reductions

Amounts

Due Within

One Year

 

Ending

Balance

Bonds and notes payable $ 61,940,729 $ 8,090,000 $ (12,479,729) $ 57,551,000 $ 4,222,000 

Premiums  2,527,932   -   (531,422)  1,996,510   -  
 

Total long-term liabilities  $ 64,468,661   $ 8,090,000   $ (13,011,151)  $ 59,547,510   $ 4,222,000  
 

     

 

Events of Default 

The Authority’s revenue bonds and notes contain a provision that in the event of default of non-payment of 

principal and interest, all amounts of unpaid principal and interest become due and payable immediately. 

 

 
NOTE 6 - RISK MANAGEMENT 

 

 

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 

errors and omissions; injuries to employees; and natural disasters. Significant losses are covered by commercial 

insurance for all major programs except for worker’s compensation and unemployment compensation for which 

the Authority retains risk of loss. For insured programs, there were no significant reductions in insurance 

coverages for the 2020/2021 year. Settlement amounts have not exceeded insurance coverage for the current 

year or the three prior years. 
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The Authority entered into construction contracts with vendors in relation various capital projects. Contracts 

awarded and commitments outstanding at June 30, 2021 are as follows: 

 
 

 Project  

Contract 

 Amount  

Commitment 

  Remaining  

Roof Replacement - CCIU Learning Center $ 2,370,460 $ 2,370,460 

Roof Replacement - TCHS Pickering  48,432   48,432  

Total  $ 2,418,892   $ 2,418,892  

 

The Authority intends to use future transfers from the primary government to satisfy the commitments 

outstanding. 

 

 
NOTE 8 - NEW ACCOUNTING PRONOUNCEMENTS 

 

 

The Governmental Accounting Standards Board (GASB) has issued the following standards which have not yet 

been implemented: 

 
• Statement No. 87, Leases - This statement requires recognition of certain lease assets and liabilities for 

leases that previously were classified as operating leases and recognized as inflows of resources or 

outflows of resources based on the payment provisions of the contract. It establishes a single model for 

lease accounting based on the foundational principle that leases are financings of the right to use an 

underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an 

intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred 

inflow of resources. This statement is effective for the Authority’s fiscal year ending June 30, 2022. 

 
• Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Construction Period - This 

statement establishes accounting requirements for interest cost incurred before the end of a 

construction period. Under this statement, interest cost incurred before the end of a construction 

period must be recognized as an expense in the period in which the costs are incurred for financial 

statements prepared using the economic resources measurement focus. This statement is effective for 

the Authority’s fiscal year ending June 30, 2022. 

 
The Authority has not yet completed the analysis necessary to determine the actual financial statement impact 

of these new pronouncements. 
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