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INDEPENDENT AUDITORS' REPORT

Board of School Directors
West Chester Area School District
West Chester, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of West Chester
Area School District as orand for the year ended June 30, 2008, which collectively comprise the School
District's basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the School District's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of West Chester Area School District as of June 30,
2008, and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated
January 16, 2009, on our consideration of West Chester Area 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 to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.
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The management's discussion and analysis and budgetary comparison information on pages 3
through 13 and 43, are not a required part of the basic financial statements but are supplementary
information required by U.S. generally accepted accounting principles. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

R~f~-
Rainer &co;:~~-(/

January 16, 2009
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

The discussion and analysis of West Chester Area School District's financial performance
provides an overall review of the District's financial activities for the fiscal year ended June 30, 2008. The
intent of this discussion and analysis is to look at the District's financial performance as a whole. Readers
should also review the transmittal letter, notes to the financial statements and financial statements.

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 Number 34, Basic Financial
Statements - and Management's Discussion and Analysis - for State and Local Governments issued June
1999. Comparative information between the current year and the prior year is required to be presented in
the MD&A.

FINANCIAL HIGHLIGHTS

• In 2007/08 fiscal year, the District incurred increases in costs for salaries, benefits,
student charter school payments, transportation services, technology equipment and
curriculum related supplies.

• In the budgeting process, the Board of School Directors was able to balance the budget
with a 0.63 mill increase ($0.63 per $1,000 of assessed value) to the taxpayers within
Chester County.

• The District's total net assets were $28,952,063 at June 30, 2008. After adjusting for a
prior period adjustment, this represents a decrease of $929,661 from the prior year.

• The District's General Fund total revenue, excluding other financing sources, increased
by $7,102,380 or 4.1 %. Property taxes, which include current and interim real estate
taxes, increased by $6,277,991 or 5.2%. Earned income collections increased by
$15,918 and, as a result of the economic downturn, real estate transfer tax collections
decreased by $595,805 and the District experienced a decrease in investment revenue of
$183,109.

• On a Government-Wide Basis, compared to the prior year, the District's expenses
increased by $8,446,510, an increase of 4.7%. Looking at the expense changes by
category, increases were seen in instruction expenses in the amount of $7,605,862, pupil
transportation expenses in the amount of $1 ,037,635 and depreciation expense in the
amount of $2,634,901. These were offset by decreases in expenses in interest on long
term debt in the amount of $2,671,641 and operations and maintenance of plant services
in the amount of $1,429,754.

OVERVIEW OF FINANCIAL STATEMENTS

The accompanying financial statements have been prepared in accordance with GASB Statement
Number 34 and present both government-wide and fund level financial statements using both the accrual
basis and modified accrual basis of accounting, respectively.
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

Government-Wide Financial Statements

The first two statements are government-wide financial statements - the Statement of Net Assets
and the Statement of Activities. These provide both long-term and short-term information about the
District's overall financial status.

The government-wide statements report information about the District as a whole using
accounting methods similar to those used by private-sector companies. The Statement of Net Assets
includes all of the government's assets and liabilities. All of the current year's revenues and expenses are
accounted for in the Statement of Activities regardless of when cash is received or paid.

The two government-wide statements report the District's net assets and how they have changed.
Net assets, the difference between the District's assets and liabilities, are one way to measure the
District's financial health or position.

Over time, increases or decreases in the District's net assets are an indication of whether its
financial health is improving or deteriorating, respectively.

To assess the overall health of the District, you need to consider additional non-financial factors,
such as changes in the District's property tax base and the performance of the students.

The government-wide financial statements of the District are divided into two categories:

• Governmental Activities - All of the District's basic services are included here, such as
instruction, administration and community services. Property taxes and state and federal
subsidies and grants finance most of these activities.

• Business-Type Activities - The District operates a food service operation and charges
fees to staff and students to cover the costs of the food service operation.

Fund Level Financial Statements

The remaining statements are fund financial statements that focus on individual parts of the
District's operations in more detail than the government-wide statements. The governmental funds
statements tell how the District's general services were financed in the short term as well as what remains
for future spending. Proprietary fund statements offer short and long-term financial information about the
activities that the District operates like a business. For this District, this is our Food Service Fund.
Fiduciary fund statements provide information about financial relationships where the District acts solely
as a trustee or agent for the benefit of others.

• Governmental Funds - Most of the District's activities are reported in governmental funds,
which focus on the determination of financial position and change in financial position, not
on income determination. Governmental funds are reported using an accounting method
called modified accrual accounting, which measures cash and all other financial assets
that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the District's operations and the services it provides.
Governmental fund information helps the reader determine whether there are more or
fewer financial resources that can be spent in the near future to finance the District's
programs. The relationship (or differences) between governmental activities (reported in
the Statement of Net Assets and the Statement of Activities) and governmental funds is
reconciled in the financial statements..
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WEST CHESTER AREA SCHOOL DISTRICT
.Management's Discussion and Analysis

June 30, 2008

Fund Level Financial Statements (Continued)

• Proprietary Funds - These funds are used to account for District activities that are similar
to business operations in the private sector; or where the reporting is on determining net
income, financial position, changes in financial position, and a significant portion of
funding through user charges. When the District charges customers for services it
provides - whether to outside customers or to other units in the District - these services
are generally reported in proprietary funds. The Food Service Fund is the District's
proprietary fund and is the same as the business-type activities we report in the
government-wide statements.

• Fiduciary Funds - The District is the trustee, or fiduciary, for some scholarship funds. All
of the District's fiduciary activities are reported in a separate Statement of Fiduciary Net
Assets. We exclude these activities from the District's other financial statements because
the District cannot use these assets to finance its operations.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.

FINANCIAL ANALYSIS OF THE DISTRICT - GOVERNMENT-WIDE STATEMENTS

The District's total net assets were $28,952,063 at June 30, 2008. After accounting for a prior
period adjustment, this represents a decrease of $929,661 over last year. The following table presents
condensed financial information for the net assets of the District as of June 30,2008 and June 30,2007.

Governmental Business-Type
Activities Activities Total

(Restated) (Restated)
2008 2007 2008 2007 2008 2007

Current Assets $ 69,333,262 $ 88,903,663 $1,097,472 $ 1,228,608 $ 70,430,734 $ 90,132,271
Capital Assets 305,918,427 298,347,023 61,439 85,434 305,979,866 298,432,457
Other Assets 2,601,171 2,776,788 0 0 2,601,171 2,776,788

TOTAL ASSETS ____~?L@.?_~"@?_Q_. ___~QQ.Q~Z.111 __ ___J.I_1§§A!.tL. .____J.I~1i,.Q.1.?__ .__AZQ!.QH,l?L .___~~.:J.I~4M.1?__

Current Liabilities 36,632,416 35,958,106 323,289 563,712 36,955,705 36,521,818
Noncurrent Liabilities 313,104,003 324,937,974 0 0 313,104,003 324,937,974

TOTAL LIABILITIES ____~i~"Z~_MJ_~ __ __J§'Q.?Q~&~Q __ -----~~~,~?Q_. .______E.~~.I11?:._ .__A§.Q.!.Q§Q,."?:9.§._. .___~~.:J.li§~.II~.?__

Net Assets:
Invested in Capital Assets,

Net of Related Debt 6,429,491 3,863,383 61,439 85,434 6,490,930 3,948,817
Restricted: Capital Projects 16,378,062 17,382,233 0 0 16,378,062 17,382,233
Unrestricted 5,308,888 7,885,778 774,183 664,896 6,083,071 8,550,674

TOTAL NET ASSETS $ 28,116,441 $ 29,131,394 $ 835,622 $ 750,330 $ 28,952,063 $ 29,881,724

The restricted net assets in the amount of $16,378,062 are set aside to fund the capital
improvements, the replacement of and additions to public works and improvements, and for deferred
maintenance. The unrestricted net assets in the amount of $6,083,071 include $835,622 set aside for
capital expenditures within the District's food service program. The balance remaining in the unrestricted
net assets is available to fund any unforeseen financial issues.
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

The results of this year's operations as a whole are reported in the Statement of Activities. All
expenses are reported in the first column. Specific charges, grants, revenues and subsidies that directly
relate to specific expense categories are presented to determine the final amount of the District's activities
that are supported by other general revenues. The largest revenues are property taxes, local taxes and
the state basic education subsidy.

The following table presents condensed financial information for the Statement of Activities in a
different format so that you can see our total revenues for the year. Compared to the prior year, the
District's total revenues increased by $6,735,301 or 3.7%. Property taxes, which include current and
interim real estate taxes, increased by $6,477,287 or 5.4%. Other taxes decreased by $585,823 or 2.7%.
Operating grants and contributions increased by $1,343,775 or 6.0%. The change in operating grants and
contributions includes a decrease in the state subsidy for Transportation costs of $601,913 and offsetting
increases in state subsidies for Title I funding in the amount of $474,774, an increase of $882,496 in the
Classrooms for the Future grant and other increases in other state and federal subsidies. Expenses
increased by $8,446,510 or 4.7%. Major expenditure increases by category included a $7,605,862
increase in instructional costs, a $2,634,901 increase in depreciation expense and a $1,037,635 increase
in transportation costs. These were offset by a $2,671,641 decrease in interest on long term debt and a
$1,429,754 decrease in operating and maintenance of plant services expenses.

Governmental Business-Type
Activities Activities Total

2008 2007 2008 2007 2008 2007
REVENUES:

Program Services:
Charges for Services $ 570,852 $ 547,014 $ 2,597,941 $ 2,531,512 $ 3,168,793 $ 3,078,526
Operating Grants and Contributions 23,277,208 21,957,660 528,494 504,267 23,805,702 22,461,927

General Revenues:
Property Taxes 126,716,391 120,239,104 0 0 126,716,391 120,239,104

. Other Taxes 20,769,459 21,355,282 0 0 20,769,459 21,355,282
Granfs, Subsidies and

Contributions Not Restricted 8,272,720 8,036,082 0 0 8,272,720 8,036,082
Other Revenue 5,282,683 6,099,295 41,722 51,953 5,324,405 6,151,248

TOTAL REVENUES ____1~1c~~Qc~1~_. _____.:L(:~"?_~~"i~L ._____~c!~_~c!~L. _____9"9_~?Z~?__ .___1~~"9.g1I9__ ___.1~_1&?.~,!§,,~_.

EXPENSES:
Instruction 103,397,524 95,791,662 0 0 103,397,524 95,791,662
Instructional Student Support 13,064,208 12,481,237 0 0 13,064,208 12,481,237
Administrative and Financial Support 14,060,374 13,664,819 0 0 14,060,374 13,664,819
Operation and Maintenance of

Plant Services 14,830,364 16,260,118 0 0 14,830,364 16,260,118
Pupil Transportation 12,846,908 11,809,273 0 0 12,846,908 11,809,273
Student Activities 4,028,516 3,814,684 0 0 4,028,516 3,814,684
Community Services 81,960 76,445 0 0 81,960 76,445
Interest on Long-Term Debt 13,695,699 16,367,340 0 0 13,695,699 16,367,340
Unallocated Depreciation Expense 9,898,713 7,263,812 0 0 9,898,713 7,263,812
Food Services 0 0 3,082,865 3,011,231 3,082,865 3,011,231

TOTAL EXPENSES 185,904,266 177,529,390 3,082,865 3,011,231 188,987,131 180,540,621

CHANGE IN NET ASSETS $ (1,014,953) $ 705,047 $ 85,292 $ 76,501 $ (929,661) $ 781,548
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

The following table presents condensed financial information on the expenses of the District by
function. The table illustrates both the gross and net costs of services. Unrestricted grants, subsidies and
contributions are deducted to reflect the amount needed to be funded by other revenue sources. The
amount needed to be funded by other revenue sources increased by $6,794,852 or 4.6% more than the
prioryear. The table for business-type activity reflects condensed financial activities of the food service
program, the only business-type activity of the District.

Expenses - Governmental Activities:
Instruction
Instructional Student Support
Administrative and Financial Support
Operation and Maintenance of Plant Services
Pupil Transportation
Student Activities
Community Services
Interest on Long-Term Debt
Unallocated Depreciation Expense

TOTAL EXPENSES

Less: Grants, Subsidies and
Contributions Not Restricted

AMOUNT NEEDED TO BE FUNDED BY
OTHER REVENUE SOURCES

Total Net
Cost of Cost of

Services Services
2008 2007 2008 2007

$ 103,397,524 $ 95,791,662 $ 87,732,908 $ 81,797,032
13,064,208 12,481,237 12,165,536 11,641,312
14,060,374 13,664,819 13,435,461 13,096,371
14,830,364 16,260,118 12,879,576 14,459,160
12,846,908 11,809,273 8,460,894 6,821,346
4,028,516 3,814,684 3,706,717 3,502,191

81,960 76,445 80,702 76,152
13,695,699 16,367,340 13,695,699 16,367,340
9,898,713 7,263,812 9,898,713 7,263,812

$ 185,904,266 $ 177,529,390 162,056,206 155,024,716

(8,272,720) (8,036,082)

$ 153,783,486 $ 146,988,634

Business-Type Activities

Expenses - Business-Type Activities:
Food Services

Total Net
Cost of Cost of

Services Services
2008 2007 2008 2007

$ 3,082,865 $ 3,011,231 $ (85,292) $ (76,501)
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

State Sources
14.99%

At June 30, 2008, the District reported a General Fund fund balance of $7,494,323 which
represents 4.1 % of total expenditures and is a decrease of $2,137,089 over last year. The School Board
of the West Chester Area School District consciously maintains a modest fund balance needed to respond
to unforeseen contingencies. This philosophy was established during a healthy and growing economy
within our District and accurate and timely forecasting which allows the District to constantly monitor
economic trends within our community. This philosophy conforms to the Board's belief that the tax burden
should be aligned with the current funding needs of the District.

REVENUE

Revenues, eXcluding other financing sources, which total $182,291,284, increased $7,102,380 or
4.1 % over the prior year revenues. The following table reflects a comparison of current year revenues to
prior year revenues:

Revenue % of Increase Percentage
2008 Total From 2007 Increase

Local Revenues $ 151,981,893 83.37% $ 5,558,263 3.80%

State Sources 27,318,269 14.99% 1,202,946 4.61%

Federal Sources 2,991,122 1.64% 341,171 12.87%

$ 182,291,284 100.00% $ 7,102,380

Distribution of Funding Sources

Federal
Sources
1.64%

Local Revenues
83.37%
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

The District balanced the budget utilizing the fund balance from the previous year and increasing
the 2007-08 tax rate to 15.79 mills from 15.16 mills in Chester County. As a result of the increase in
millage and increases in real estate assessments, revenues from real estate taxes increased by
$6,277,991. The collection rate for current real estate taxes was 96.59%. Real estate transfer tax
collections decreased by $595,805 due to a slow-down in the housing market. Earned income collections
were relatively flat with a small increase of $15,918. As a result of lower interest rates, the District
experienced a decrease in investment revenue of $183,109. State subsidies increased by $1,202,946,
including the growth in the Classrooms for the Future grant of $882,496 and retirement and social security
revenue increase totaling $568,256. Federal revenue increased $341,171 which included an increase in
Title I program funding of $474,774 and a decrease in Title II of $46,665 and Medical Access program
funding of $31 ,731.

EXPENDITURES

Expenditures and other financing uses, excluding transfers to other governmental funds, which
total $184,433,534 increased $11,612,148 over the 2006-07 expenditures and were $200,366 under
budget. The expenditures were segregated into various programs depending on the functions of the
activity. These programs and the costs associated with each, as well as comparison to the costs incurred
in the prior year and the final 2007-08 budget, are as follows:

Variance with
Expenditures % of Increase Final Budget-

2008 Total From 2007 Positive

h,struction $ 103,563,839 56.15% $ 7,859,518 $ 46,764
Support Services 56,497,364 30.63% 3,237,056 139,951
Non-Instructional Services 4,003,909 2.17% 242,555 12,248
Facilities Acquisition and

Construction 271,309 0.15% 1,401 1,402
Debt Service 20,097,113 10.90% 271,618 1

TOTAL EXPENDITURES
BY FUNCTION $ 184,433,534 100.00% $ 11,612,148 $ 200,366

Distribution of Expenditures by Function

Non~ Instructional
Services
2.17%

Support Services
30.63%

Facilities
Acquisition and

Construction
0.15%

Debt Service
10.90%

Instruction
56.15%
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

The increase in expenditures from the prior year is due to increases in various categories. The
increase in the Instruction and Support Services areas can be attributed mainly to increases in the costs of
staff salaries and benefits, transportation costs and commodity increases. Instruction and Instructional
Support Services employee salaries increased by 5.28% or $5,652,888. Transportation costs for public,
non-public and special education students increased $991,866 or 8.56%. Charter School Tuition
expenses increased $1,041,756 or 22.77%.

Capital Projects Fund

At June 30, 2008, the District reported a fund balance of $20,341,092, which is a decrease of
$15,829,023 from June 30, 2007. The components of the change in this fund balance include interest
income in the amount of $2,090,714, expenditures for capital projects in the amount of $15,832,888, and
transfers to the capital reserve fund using the General Fund as a conduit in the amount of $2,086,849.

Capital Reserve Fund

At June 30, 2008, the District reported a fund balance of $16,378,062, which is a decrease of
$435,417 over June 30,2007. During the year, the fund received transfers from the capital projects fund
using the General Fund as a conduit in the amount of $3,094,849, debt service payments $3,633,680 and
refunds of prior year expenses in the amount of $103,414.

GENERAL FUND BUDGET

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. This is done after the end of
the fiscal year in accordance with state law. A schedule showing the District's original and final budget
amounts compared with amounts actually paid and received is provided in the financial statements.

To balance the budget, the District utilized $3,205,141 of fund balance from the previous year.
The differences in the 2007-08 expenses and revenues compared to the budget resulted in an overall
positive variance of $354,750. Total revenues exceeded budgeted amounts by $154,384 or 0.08% of
budgeted revenue. The positive revenue bUdget variances by category include state subsidies in the
amount of$1,290,069 related to an unanticipated grant (Classrooms for the Future). This positive
revenue budget balance was partially offset by negative revenue budget balances in the following areas;
earned income taxes in the amount of $494,366, transportation subsidy in the amount of $705,890 and
interim real estate taxes in the amount of $307,108. Total expenditures were under budget by $200,366
or 1% of budgeted expenditures.
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

At June 30, 2008, the District had $305,979,866 invested in a broad range of capital assets,
including land, buildings and furniture and equipment. This amount represents a net increase (including
additions, deletions and depreciation) of $7,547,409 or 3% from last year. The net increase is attributed to
the renovation and expansion of secondary school facilities.

The following schedule depicts the change in capital assets for the period July 1, 2007 through
June 30, 2008. During this period, the District had the following significant additions in capital assets.

(Restated)
Beginning
Balance Increases Decreases

Ending
Balance

Governmental Activities:
. Capital Assets:

Land
Land Improvements
Buildings
Construction in Progress
Furniture and Equipment

TOTAL CAPITAL ASSETS

$ 32,072,533 $ 1,067,157
3,582,716 38,279

150,877,267 171,416,504
183,402,883 12,924,084
25,981,735 5,555,826

. ~~_~l@JL1~1__ . :L~.:!.1.9_QJ.1.?.~.9__

$ ° $ 33,139,690° 3,620,995° 322,293,771
173,531,367 22,795,600

1,140,891 30,396,670
______.:!l1~~l?~?_~~__ . 1_g?.i~Z~~__

Accumulated Depreciation for:
Buildings
Land Improvements
Furniture and Equipment

TOTAL ACCUMULATED
DEPRECIATION

76,865,064
1,707,851

18,997,196

97,570,111

6,585,424
180,333

3,132,955

9,898,712

°°1,140,524

1,140,524

83,450,488
1,888,184

20,989,627

106,328,299

GOVERNMENTAL
ACTIVITIES CAPITAL
ASSETS, NET $ 298,347,023 $ 181,103,138 $ 173,531,734 $ 305,918,427

Business-Type Activities:
Capital Assets:

Furniture and Equipment

Accumulated Depreciation for:
Furniture and Equipment

$ 307,700 $

222,266

1,784 $

25,779

° $

°

309,484

248,045

BUSINESS-TYPE ACTIVITIES
CAPITAL ASSETS, NET $ 85,434 $ (23,995) :::::$====0= ~$~==6=1,k;,4=39=
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

DEBT ADMINISTRATION

As of June 30,2008, the District had total outstanding bond principal of $320,137,328, a decrease
of $10,516,427 over last year. There were no new debt issuance and no bond refinancing during the
2007-08 fiscal year. Based upon a projection of future debt margins, the retirement of principal on current
issues and estimated future borrowing, we are certain that the District will not exceed its debt limit.

Debt Service Schedule
June 30, 2008

Principal
Outstanding Maturities! Bonds Payable
July 1,2007 Refinancing Additions June 30, 2008

General Obligation Bonds,
Series A of 1998 $ 2,400,000 $ 855,000 $ 0 $ 1,545,000

General Obligation Note,
Series B of 2000 9,250,000 834,000 0 8,416,000

General Obligation Bonds,
Series of 2002 5,475,000 725,000 0 4,750,000

General Obligation Bonds,
Series AAof 2002 12,045,000 3,815,000 0 8,230,000

General Obligation Bonds,
Series of 2003 29,985,000 5,000 0 29,980,000

General Obligation Bonds,
Series A of 2003 17,295,000 1,510,000 0 15,785,000

General Obligation Bonds,
Series of 2004 6,790,000 600,000 0 6,190,000

General Obligation Bonds,
Series of 2005 9,990,000 5,000 0 9,985,000

General Obligation Bonds,
Series A of 2005 8,760,000 450,000 0 8,310,000

GeneralObligatiori Bonds,
Series of 2006 34,995,000 5,000 0 34,990,000

General Obligation Bonds,
Series Aof 2006 100,805,000 5,000 0 100,800,000

General Obligation Bonds,
Series AA of 2006 17,985,000 1,455,000 0 16,530,000

General Obligation Bonds,
Refunding Series of 2006 22,240,000 5,000 0 22,235,000

General Obligation Bonds,
Refunding Series A of 2006 37,930,000 125,000 0 37,805,000

General Obligation Bonds, 0
Series of 2007 10,000,000 0 0 10,000,000

TOTAL 325,945,000 10,394,000 0 315,551,000

Less Deferred Amounts:
Issuance (Discounts) Premium 5,862,165 269,395 0 5,592,770
Refunding Deferred Charge (1,153,410) (146,968) 0 (1,006,442)

LONG-TERM DEBT $ 330,653,755 $ 10,516,427 $ 0 $ 320,137,328
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WEST CHESTER AREA SCHOOL DISTRICT
Management's Discussion and Analysis

June 30, 2008

OTHER LONG·TERM LIABILITIES

Other obligations include accrued vacation pay and severance for specific employees of the
District. More detailed information about long term liabilities is included in the notes to the financial
statements.

THE DISTRICT'S FUTURE

The District will see a slight decrease in enrollment over the next five years. Over the past few
years, the District has completed a major secondary school construction projection which included the
building of the new Bayard Rustin High School, renovations and additions to Henderson High School, the
construction of Henderson High School North Athletic fields, the renovations as well as the construction of
a new gymnasium and athletic fields at East High School. In addition, the District is in the process of
completing renovations to Fugett Middle School scheduled to be finished in 2009.

The District may seek voter referendum for additional financing needed to fund future projects
listed in the long-term analysis of WCASD maintenance and capital spending on District facilities. In
2008, the District devoted time toward developing an elementary school master plan which includes
renovations and/or additions to each of our 10 elementary schools. While work on this plan continues,
this project is currently on hold due to the current financial environment. The district has always exercised
caution in a conservative approach to borrowing, including waiting until long-term bonds (20 year notes)
were capable of being sold at advantageous, fixed rates of interest.

STRATEGIC PLAN

In March 2008, the West Chester Area School District adopted a new district mission and
strategic goals that focus our purpose and resources. A team of district stakeholders assembled to create
the following five strategies:

1. The West Chester Area School District will facilitate a personalized educational
experience for all students.

2; The West Chester Area School District will fortify the alignment between professional
practice for all employees and the personalized academic, social and emotional needs of
all students.

3. The West Chester Area School District will create a physical environment that maximizes
the teaching/learning experience.

4. The West Chester Area School District will improve internal and external communications
to foster strong and inclusive relationships, celebrate achievements, and recognize the
contributions made by all members of our community

5. The West Chester Area School District will strengthen the integration of local, national
and global resources to benefit the students, staff and community of the district.

FINANCIAL MANAGEMENT

Our financial report is designed to provide our citizens, taxpayers, parents, students, investors
and creditors with a general overview of the District's finances and to show the Board's accountability for
the money it receives. If you have questions about this report or wish to request additional financial
information, please contact Dr. Suzanne K. Moore, Director of Business Affairs at The West Chester Area
School District, 829 Paoli Pike, West Chester, PA 19380, (484) 266-1020.
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WEST CHESTER AREA SCHOOL DISTRICT
Statement of Net Assets

June 30,2008

Governmental
Activities

Business-Type
Activities Total

Current:
Cash and Cash Equivalents
Investments
Due from Other Governments
Interest Receivables
Other Receivables
Property Taxes Receivable; Net
Prepaid Expenses

TOTAL CURRENT ASSETS

Capital:
Land
Land Improvements
Buildings
Construction in Progress
Furniture and Equipment
Less: Accumulated Depreciation

TOTAL CAPITAL ASSETS, NET OF DEPRECIATION

Other:
Deferred Bond Issuance Costs

TOTAL ASSETS

LIABILITIES

$ 139,792 $ 18,421 $ 158,213
61,158,971 1,037,166 62,196,137

1,639,867 28,396 1,668,263
58,012 0 58,012

724,148 13,489 737,637
3,734,467 0 3,734,467
1,878,005 0 1,878,005

______~?_'.:?9.:?~~~~_, ,_______1l9_~?l:l:Z?__ ______~9.!±~9_,.z9±_,

33,139,690 0 33,139,690
3,620,995 0 3,620,995

322,293,771 0 322,293,771
22,795,600 0 22,795,600
30,396,670 309,484 30,706,154

(106,328,299) (248,045) (106,576,344)

____.:?Q?_'_~1!!~~?L. ,-----------~~.!±~?_- ____~_Q?.!.~Zg,_~~_~_,

2,601,171 0 2,601,171

$ 377,852,860 $ 1,158,911 $ 379,011,771

Current:
Accounts Payable and Other Current Liabilities
Bonds and Notes Payable Due Within One Year
Deferred Revenues
Accrued Interest

TOTAL CURRENT LIABILITIES

Long-Term:
Bonds and Notes Payable Due After One Year
Accrued Severance and Compensated Absences

TOTAL LONG-TERM LIABILITIES

$ 22,682,922
11,216,000

29,780
2,703,714

308,921,328
4,182,675

313,104,003

$ 288,109
o

35,180
o

o
o
o

$ 22,971,031
1,1,216,000

64,960
2,703,714

308,921,328
4,182,675

313,104,003

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted: Capital Projects
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

6,429,491 61,439 6,490,930
16,378,062 0 16,378,062

5,308,888 774,183 6,083,071
28,116,441 835,622 28,952,063

$ 377,852,860 $ 1,158,911 $ 379,011,771

The accompanying notes are an integral part of this statement.
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FUNCTIONS/PROGRAMS

Governmental Activities:
Instruction
Instructional Student Support
Administrative and Financial Support Services
Operation and Maintenance of Plant Services
Pupil Transportation
Student Activities
Community Services
Interest on Long-Term Debt
Unallocated Depreciation Expense

TOTAL GOVERNMENTAL ACTIVITIES

Business-Type Activities:
Food Services

TOTAL PRIMARY GOVERNMENT

General Revenues:
Taxes:

Property Taxes, Levied for General Purposes, Net
Public Utility Realty, Earned Income and Realty Transfer

Taxes, Levied for General Purposes, Net
Grants, Subsidies and Contributions Not Restricted
Investment Earnings
Miscellaneous Income

TOTAL GENERAL REVENUES AND SPECIAL ITEMS

CHANGE IN NET ASSETS

Net Assets - July 1, 2007
Prior Period Adjustment

NET ASSETS - JULY 1,2007 (RESTATED)

NET ASSETS - JUNE 30, 2008

- 15-

WEST CHESTER AREA SCHOOL DISTRICT
Statement of Activities

For the Year Ended June 30, 2008

Net (Expense) Revenue and
Program Revenues Changes in Net Assets

Operating Capital
Charges For Grants and Grants and Governmental Business-Type

Expenses Services Contributions Contributions Activities Activities Total-

$ 103,397,524 $ (405,167) $ (15,259,449) $ 0 $ (87,732,908) $ 0 $ (87,732,908)
13,064,208 0 (898,672) 0 (12,165,536) 0 (12,165,536)
14,060,374 0 (624,913) 0 (13,435,461 ) 0 (13,435,461 )
14,830,364 (28,234) (1,922,554) 0 (12,879,576) 0 (12,879,576)
12,846,908 0 (4,386,014) 0 (8,460,894) 0 (8,460,894)
4,028,516 (137,451) (184,348) 0 (3,706,717) 0 (3,706,717)

81,960 0 (1,258) 0 (80,702) 0 (80,702)
13,695,699 0 0 0 (13,695,699) 0 (13,695,699)
9,898,713 0 0 0 (9,898,713) 0 (9,898,713)

185,904,266 (570,852) (23,277,208) 0 (162,056,206) 0 (162,056,206)

3,082,865 (2,597,941 ) (528,494) 0 0 43,570 43,570

$188,987,131 $ (3,168,793) $ (23,805,702) $ 0 .____C~~?-'Q~~_'~g~~ 43,570 ___{~~?~g_~?~§_~~l_-------------------

126,716,391 0 126,716,391

20,769,459 0 20,769,459
8,272,720 0 8,272,720
5,159,950 41,722 5,201,672

122,733 0 122,733
161,041,253 41,722 161,082,975

(1,014,953) 85,292 (929,661)

27,807,115 750,330 28,557,445
1,324,279 0 1,324,279

29,131,394 750,330 ~881,724

$ 28,116,441 $ 835,622 $ 28,952,063

The accompanying notes are an integral part of this statement.
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WEST CHESTER AREA SCHOOL DISTRICT
, Balance Sheet

Governmental Funds
June 30, 2008

Capital Capital Total
General Projects Reserve Other Governmental

ASSETS Fund Fund Fund Funds Funds

Cash and Cash Equivalents $ 75,179 $ 0 $ 0 $ 64,613 $ 139,792
Investments 21,947,381 38,904,290 0 307,300 61,158,971
Interest Receivable 32,671 25,341 0 0 58,012
Taxes Receivable, Net 3,734,467 0 0 0 3,734,467
Due from Other Funds 0 0 16,504,906 0 16,504,906
Due from Other Governments 1,639,867 0 0 0 1,639,867
Other Receivables 724,148 0 0 0 724,148
Prepaid Expenses 1,878,005 0 0 0 1,878,005-

TOTAL ASSETS $ 30,031,718 $ 38,929,631 $ 16,504,906 $ 371,913 $ 85,838,168

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts Payable and Accrued Liabilities $ 6,688,853 $ 3,314,870 $ 126,844 $ 1,855 $ 10,132,422
Due to Other Funds 1,231,237 15,273,669 0 0 16,504,906
Payroll Accruals and Withholdings 12,550,500 0 0 0 12,550,500
Deferred Revenue 2,066,805 0 0 0 2,066,805

TOTAL LIABILITIES 22,537,395 18,588,539 126,844 1,855 41,254,633

Fund Balances:
Reserved 0 20,341,092 16,378,062 307,300 37,026,454
Unreserved - Undesignated 7,494,323 0 0 62,758 7,557,081

TOTAL FUND BALANCES 7,494,323 20,341,092 16,378,062 370,058 44,583,535

TOTAL LIABILITIES AND
FUND BALANCES $ 30,031,718 $ 38,929,631 $ 16,504,906 $ 371,913 $ 85,838,168

The accompanying notes are an integral part of this statement.
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WEST CHESTER AREA SCHOOL DISTRICT
Reconciliation of the Governmental Funds Balance Sheet

to the Statement of Net Assets
June 30, 2008

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported as assets in
governmental funds. The cost of assets is $412,246,726 and
the accumulated depreciation is $106,328,299

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

Bond issuance costs are not financial resources and, therefore, are
not reported as assets in the governmental funds. Issuance costs
are $2,601,171, net of accumulated amortization

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

Bonds Payable
Accrued Interest on the Bonds
Accrued Severance and Compensated Absences

TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES

$ 44,583,535

305,918,427

2,037,025

2,601,171

$ 320,137,328
2,703,714
4,182,675 (327,023,717)

$ 28,116,441

The accompanying notes are an integral part of this statement.
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Revenues:
Local Sources:

Real Estate Taxes
Realty Transfer Tax
Earned Income Taxes
Other Taxes
Earnings from Investments
Other Local Revenues

State Sources
Federal Sources

TOTAL REVENUES

Expenditures:
Instruction
Support Services
Non-Instructional Services
Facilities Acquisition, Construction, and Improvements
Debt Service (Principal and Interest)

TOTAL EXPENDITURES

(DEFICIENCY) OF REVENUES
OVER EXPENDITURES

Other Financing Sources (Uses):
Interfund Transfers In
Interfund Transfers Out
Refunds of Prior Years Expenditures

TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCES

Fund Balances - July 1, 2007
Prior Period Adjustment

FUND BALANCES - JULY 1, 2007 (RESTATED)

FUND BALANCES - JUNE 30, 2008

- 18-

WEST CHESTER AREA SCHOOL DISTRICT
Statement of Revenues, Expenditures,

and Changes in Fund Balances
Governmental Funds

For the Year Ended June 30, 2008

Capital Capital Total
General Projects Reserve Other Governmental

Fund Fund Fund Funds Funds

$ 126,473,103 $ 0 $ 0 $ 0 $ 126,473,103
3,665,863 0 0 0 3,665,863

16,905,634 0 0 0 16,905,634
197,962 0 0 0 197,962

3,051,012 2,090,714 0 18,224 5,159,950
1,688,319 0 0 137,451 1,825,770

27,318,269 0 0 0 27,318,269
2,991,122 0 0 0 2,991,122

.___J~~?~?_~J~.?.~~__ _______?~Q~QZ1:t__ 0 ____J_~?~.?_~?__ .____!~~~?~?~~l~ __.------------------

103,563,839 0 0 0 103,563,839
56,497,364 0 0 0 56,497,364

4,003,909 0 0 106,567 4,110,476
271,309 15,832,888 0 0 16,104,197

20,097,113 0 3,633,680 279,678 24,010,471
184,433,534 15,832,888 3,633,680 386,245 204,286,347

.____J?~J_~?~.?.~91 ____L~~~?~?~Jl:tl .___J?~§'~?.!§'~91 __j?_~Q~?X91 .____.t1.~~?±~~~l:tl

2,086,849 0 3,094,849 0 5,181,698
(3,094,849) (2,086,849) 0 0 (5,181,698)

5,161 0 103,414 0 108,575
(1,002,839) (2,086,849) 3,198,263 0 108,575

(3,145,089) (15,829,023) (435,417) (230,570) (19,640,099)

9,631,412 36,170,115 16,813,479 600,628 63,215,634
1,008,000 0 0 0 1,008,000

10,639,412 36,170,115 16,813,479 600,628 - 64,223,634

$ 7,494,323 $ 20,341,092 $ 16,378,062 $ 370,058 $ 44,583,535

The accompanying notes are an integral part of this statement.
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WEST CHESTER AREA SCHOOL DISTRICT
Reconciliation of the Governmental Funds

Statement of Revenues, Expenditures and Changes in
Fund Balances to the Statement of Activities

For the Year Ended June 30, 2008

Total Net Change in Fund Balances - Governmental Funds

Amounts reported for governmental activities in the statement
of activities are different because:

Capital outlays are reported in governmental funds as expenditures. However, in
the statement of activities, the costs of those assets are allocated over their estimated
useful lives as depreciation expense. This is the amount by which capital outlays of
$17,470,116 exceed depreciation expense of $9,898,712 in the period

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

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

In the statement of activities, certain operating expenses - compensated absences
(vacations) and special termination benefits (severance) - are measured
by the amounts earned during the year. In the governmental funds,
however, expenditures for these items are measured by the amount of
financial resources used (essentially, the amounts actually paid). This year,
vacation leave earned exceeded the amounts paid by $43,494 and severance used
exceeded the amounts earned by $539,038

Interest on long-term debt in the statement of activities differs from the amount
reported in the governmental funds because interest is recognized as an
expenditure in the funds when it is due and, thus, requires the use of current
financial resources. In the statement of activities, however, interest expense
is recognized as it accrues, regardless of when it is due. The accrued interest
on bonds payable increased by $26,043

Debt issuance costs are reported as expenditures in the governmental funds when debt
is first issued. In the statement of activities, these amounts are deferred and amortized.
This is the amount by which amortization exceeds issuance costs for the year

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of this statement.

$ (19,640,099)

7,571,404

10,394,000

243,429

495,544

(26,043)

(53,188)

$ (1,014,953)
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WEST CHESTER AREA SCHOOL DISTRICT
Statement of Net Assets

Proprietary Funds
June 30, 2008

Enterprise
Fund 
Food

Services

Current:
Cash and Cash Equivalents
Investments
Due from Other Governments
Other Receivables

TOTAL CURRENT ASSETS

Non-Current:
Furniture and Equipment
Less: Accumulated Depreciation

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

LIABILITIES

Current:
Accounts Payable and Accrued Liabilities
Deferred Revenue

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of this statement.

$ 18,421
1,037,166

28,396
13,489

309,484
(248,045)

61,439

$1,158,911

$ 288,109
35,180

61,439
774,183
835,622

$1,158,911
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Operating Revenues:
Food Service Sales
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WEST CHESTER AREA SCHOOL DISTRICT
Statement of Revenues, Expenses and

Changes in Fund Net Assets
Proprietary Funds

For the Year Ended June 30, 2008

Enterprise
Fund 
Food

Services

Operating Expenses:
Professional and Contract Services
Depreciation
Other Operating Costs

TOTAL OPERATING EXPENSES

OPERATING (LOSS)

Non-Operating Revenues:
Interest Income
State Sources·
Federal Sources

TOTAL NON-OPERATING REVENUES

CHANGE IN NET ASSETS

Net Assets - July 1, 2007

NET ASSETS - JUNE 30, 2008

The accompanying notes are an integral part of this statement.

3,037,196
25,779
19,890

3,082,865

41,722
55,574

472,920
570,216

85,292

750,330

$ 835,622
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WEST CHESTER AREA SCHOOL DISTRICT
Statement of Cash Flows

Proprietary Funds
For the Year Ended June 30,2008

Enterprise
Fund 
Food

Services
Cash Flows From Operating Activities:

Cash Received from Users
Cash Payments to Suppliers for Goods and Services

NET CASH (USED) BY OPERATING ACTIVITIES

Cash Flows From Non-Capital Financing Activities:
State Sources
Federal Sources

NET CASH PROVIDED BY NON-CAPITAL FINANCING ACTIVITIES

Cash Flows From Capital and Related Financing Activities:
Acquisition of Capital Assets

Cash Flows From Investing Activities:
Redemption of Investment Securities/Deposits to Investment Pools
Interest on 'Investments

NET CASH PROVIDED BY INVESTING ACTIVITIES

NET (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents - July 1, 2007

CASH AND CASH EQUIVALENTS - JUNE 30, 2008

Reconciliation of Operating (Loss) to Net Cash (Used) by Operating Activities:
Operating (Loss)
Adjustments to Reconcile Operating (Loss) to Net Cash

(Used) by Operating Activities:
Depreciation
Changes in Assets and Liabilities:

Receivables
Accounts Payable and Accrued Liabilities
Deferred Revenue

NET CASH (USED) BY OPERATING ACTIVITIES

The accompanying notes are an integral part of this statement.

$ 2,620,770
(3,307,732)

_______(~~~~~~~L.

55,254
471,187

33,446
41,722
75,168

(87,137)

105,558

$, 18,421

$ (484,924)

25,779

12,606
(250,646)

10,223

$ (686,962)
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WEST CHESTER AREA SCHOOL DISTRICT
Statement of Fiduciary Net Assets

June 30, 2008

Private-
Purpose Agency

ASSETS Trusts Funds

Cash and Cash Equivalents $ 161,234 $ 613,944
Due from Other Funds 319,236 0

TOTAL ASSETS $ 480,470 $ 613,944

LIABILITIES

Due to Other Funds $ 0 $ 319,236
Accounts Payable 0 8,279
Due to Student Groups 0 286,429

TOTAL LIABILITIES $ 0 $ 613,944

NET ASSETS

.Reserved for Scholarships
Unrestricted

TOTAL NET ASSETS

$ 480,470
o

$ 480,470

The accompanying notes are an integral part of this statement.
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Additions:
Gifts and Contributions

Deductions:
Grants

CHANGE IN NET ASSETS

Net Assets - July 1, 2007
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WEST CHESTER AREA SCHOOL DISTRICT
Statement of Changes in Fiduciary Net Assets

For the Year Ended June 30, 2008

Private
Purpose
Trusts

$ 717,253

732,294

(15,041)

495,511

NET ASSETS - JUNE 30, 2008

The accompanying notes are an integral part of this statement.

$ 480,470
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies

The School District's financial statements are prepared in accordance with U.S. generally
accepted accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is
responsible for establishing GAAP for state and local governments through its pronouncements
(Statements and Interpretations). Governments are also required to follow the pronouncements of the
Financial Accounting Standards Board (FASB) issued through November 30,1989 (when applicable) that
do not conflict with or contradict GASB pronouncements. Although the School District has the option to
apply FASB pronouncements issued after that date to its business-type activities and enterprise funds, the
School District has chosen not to do so. The more significant accounting policies established in GAAP
and used by the School District are discussed below.

The School District adopted the provisions of Governmental Accounting Standards Board
Statement No. 34, Basic Financial Statements-and Management's Discussion and Analysis-For State and
Local Governments; Statement No. 37, Basic Financial Statements-and Management's Discussion and
Analysis-for State and Local Governments: Omnibus; and Interpretation No.6, Recognition and
Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements, as of
July 1, 2001. Certain of the significant changes in the Statement include the following:

• The financial statements include:

• Management's Discussion and Analysis (MD&A) section providing an analysis of
the School District's overall financial position and results of operations.

• Financial statements prepared using full accrual accounting for all of the School
District's activities.

• A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including notes
to financial statements).

A. Reporting Entity

The School District is governed by an elected Board of Directors. U.S. generally accepted
accounting principles require that the financial statements present the School District and its component
units, entities for which the School District is considered to be financially accountable. Blended
component units, although legally separate entities, are, in substance, part of the School District's
operations and so data from these units are required to be combined with data of the primary School
District. Each discretely presented component unit, on the other hand, is required to be reported in a
separate column in the government-wide financial statements to emphasize it is legally separate from the
School District. Based on the application of these principles, there are no component units presented in
the School District's financial statements.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (Le., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the School District and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)

B. Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function or segment, and 2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial statements.
Major individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund
financial statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the
year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the School District considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Only a portion of special assessments receivable due within the current fiscal period is considered
to be susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when cash is received by the School District.

The School District reports the following major government funds:

General Fund - The General Fund is the School District's primary operating fund. It
accounts for all financial resources, except those required to be accounted for in another
fund.

Capital Projects Fund - The Capital Projects Fund is used to account for financial
resources to be used for the acquisition or construction of major capital assets other than
those financed by enterprise operations.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued)

Capital Reserve Fund - The Capital Reserve Fund is used to account for proceeds of
specific revenue sources that are legally restricted to expenditures for future capital
projects.

The School District reports the following major proprietary funds:

Food Service Fund - The Food Service Fund (an Enterprise Fund) is used to account for
the operations of the School District's school cafeterias that are financed and operated in
a manner similar to a private business enterprise where the intent of the governing body
is that the cost of providing goods or services to the school population on a continuing
basis will be recovered or financed primarily through user charges.

Additionally, the School District reports the following fund types:

Fiduciary Funds - Fiduciary Funds are used to account for assets held by the School
District in a trustee capacity or as an agent for individuals, private organizations, or other
governments. These include private-purpose trust funds and agency funds. Private
purpose trust funds account for resources, including both principal and earnings, which
must be expended in accordance with a trust agreement, and are accounted for in
essentially the same manner as proprietary funds. Agency funds are purely custodial and
thus do not involve measurement of the results of operations.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989
generally are followed in both the government-wide and proprietary fund financial statements to the extent
that those standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board. School districts also have the option of following subsequent private-sector guidance
for their business-type activities and enterprise funds, subject to this same limitation. The School District
has elected not to follow subsequent private-sector guidance.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services or privileges provided, 2) operating grants and contributions, and 3) capital grants and '
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and delivering
goods in connection with a proprietary fund's principal ongoing operations. The principal operating
revenues of the Food Service Enterprise Fund are charges to customers for sales and services.
Operating expenses for enterprise funds and internal service funds include the cost of sales and services,
administrative expenses and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

For purposes of the statements of cash flows of proprietary funds, cash equivalents include all
highly liquid debt instruments with original maturities of three months or less.

When both restricted and unrestricted resources are available for use, it is the School District's
policy to use restricted resources first, then unrestricted resources as they are needed.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)

D. Assets, Liabilities and Net Assets or Equity

Deposits and Investments

Under Section 440.1 of the Public School Code of 1949, as amended, the School District is
permitted to invest funds consistent with sound business practices 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 or time deposits or share accounts of institutions insured by
the Federal Deposit Insurance Corporation or the Federal Savings and Loan 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.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either "due to/from other funds" (Le., the current portion of
interfund loans) or "advances to/from other funds" (Le., the non-current portion of interfund loans). All
other outstanding balances between funds are reported as "due to/from other funds." Any residual
balances outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as "internal balances." .

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable governmental funds to indicate that they are not available for
appropriation and are not expendable available financial resources.

All trade and property tax receivables are shown net of any allowance for uncollectibles. There is
no property tax receivable allowance at June 30, 2008.

Property taxes attach as an enforceable lien on property as of July 1. Taxes are levied on July 1
and payable in the following periods:

Discount Period - July 1 to August 31 - 2% of Gross Levy
Flat Period - September 1 to October 31
Penalty Period - November 1 to Collection - 10% of Gross Levy

Inventories

All inventories are valued at cost using the first-in/first-out (FIFO) method. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased.

Inventories in the governmental funds represent supplies received in June for the next school year
and are recorded as inventory in both government-wide and fund financial statements.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 3D, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)

D.. Assets, Liabilities and Net Assets or Equity (Continued)

Inventories (Continued)

Inventories in the Food Service Fund consists of government-donated commodities which were
valued at estimated fair market value at donation, and purchased commodities and supplies, both valued
at cost using the first-in first-out (FIFO) method.

Capital Assets

Capital assets, which include property, plant and equipment, are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements. Capital
assets are defined by the School District as assets with an initial, individual cost of more than $5,000
(amount not rounded) and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend assets' lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during construction is not capitalized.

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

Buildings
Land Improvements
Furniture and Equipment

Compensated Absences

20-40 Years
20 Years

3-10 Years

It is the School District's policy to permit employees to accumulate earned but unused vacation
arid sick pay benefits. The liability for unpaid accumulated sick leave is accounted for in the accrued
severance pay. This time is paid out only through severance pay calculations.

School District employees who are required to work on a twelve-month schedule are credited with
vacation at rates which vary with length of service or job classification. Vacation must be taken in the year
subsequent to when it was earned. If separation of service occurs in the year subsequent to earning, then
the unused balance of what was earned in the prior year is paid at separation. The liability at June 30
represents vacation earned at that date that will be taken in the subsequent year.

Accrued Severance Pay

Administrative, Instructional, Secretarial and Support personnel who have completed at least
fifteen years of credited School District service and retire under the normal PSERS guidelines, receive
severance pay in the form of compensation. Administrative personnel receive $45-$80 per day for every
day of accumulated sick and personal days at retirement. Instructional personnel receive $45-$80 per
day. Secretarial and Support personnel receive $75 per day for every day of accumulated sick and
personal days at retirement to a maximum $10,000 of compensation. Severance pay is generally
liquidated by the General Fund.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)

D. Assets, Liabilities and Net Assets or Equity (Continued)

Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial
statements,long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities or proprietary fund type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds
using the straight-line method which approximates the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond issuance costs are reported as deferred
charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use for a
speCific purpose. Designations of fund balance represent tentative management plans that are subject
to change.

NOTE 2 - Budgetary Information

Budgets are adopted on a basis consistent with U.S. generally accepted accounting principles.
An annual appropriated budget is adopted for the general fund. All annual appropriations lapse at fiscal
year end. Project-length financial plans are adopted for all capital projects funds.

The School District follows these procedures in establishing the budgetary data reflected in the
. financial statements:

1. The Business Manager submits to the School Board a proposed operating budget for the
fiscal year commencing the following July 1. The operating budget includes proposed
expenditures and the means of financing them.

2. Public hearings are conducted at the School District offices to obtain taxpayer comments.

3. Prior to July 1, the budget is legally enacted through passage of an ordinance.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 2 - Budgetary Information (Continued)

4. The Business Manager is authorized to transfer budgeted amounts between departments
within any fund; however, any revisions that alter the total expenditures of any fund must
be approved by the School Board.

5. Formal budgetary integration is employed as a management control device during the
year for the general fund.

6. BUdgeted amounts are as originally adopted, or as amended by the School Board.

NOTE 3 - Deposits and Investments

Deposits- At year end, the total carrying amount of the School District's checking, savings and
money market deposits was $933,391 and the corresponding bank balance was $1,440,598.

Custodial Credit Risk - Deposits - Custodial credit risk is the risk that in the event of a bank failure,
the School District's deposits may not be returned to it. The School District does not have a policy for
custodial credit risk. Of the bank balance, $100,000 was covered by federal depository insurance. The
remaining balances were uninsured and covered by collateral held by the institution's trust department on
a pooled basis not in the name of the School District.

Investments - The School District investments are categorized as either (1) insured and registered
or securities are held by the School District or its agent in the School District's name, (2) uninsured and
unregistered, with securities held by the counterparty's trust department or agent in the School District's
name, or (3) uninsured and unregistered with securities held by the counterparty, or by its trust department
or agent but noUn the School District's name.

Investments - All funds in the Pennsylvania School District Liquid Asset Fund, Pennsylvania Local
Government Investment Trust, and Pennsylvania Treasurer's Investment Program are invested in
accordance with Section 440.1 of the School Code. These funds operate and are authorized under the
Intergovernmental Cooperation Act of 1972. Each school district owns a prorata share of each investment
or deposit which is held in the name of the Fund. Certificates of deposit or other fixed-term investments
purchased by the School District through the Fund's administrator are purchased in the name of the
School District.

Custodial Credit Risk - Investments - For an investment, custodial credit risk is the risk that in the
event of the failure of the counterparty, the School District will not be able to recover the value of its
investments or collateral security that are in the possession of an outside party. The School District has
no investment subject to custodial credit risk.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 3 - Deposits and Investments (Continued)

The School District's investments at June 30, 2008 consisted of the following:

Pooled Investments:
Pennsylvania School District Liquid Asset Fund:

General Fund Accounts

Pennsylvania Local Government Investment Trust:
Capital Project Fund Account
Debt Service Fund Account

TOTAL

Pennsylvania Treasurer's Investment Program:
General Fund Account
Capital Project Fund Account
Food Service Fund Account

TOTAL

Certificate of Deposit:
General Fund Accounts

TOTAL POOLED INVESTMENTS

NOTE 4 - Taxes Receivable

35,397,410
307,300

19,166,135
3,506,880
1,037,166

1,838,000

$ 62,196,137

Taxes receivable as of year end for the School District's individual major funds and nonmajor
fiduciary funds in the aggregate, including the applicable allowances for uncollectible accounts, are as
follows:

Nonmajor
and Other

General Funds Total

Real Estate Taxes $ 2,350,222 $ 0 $ 2,350,222
Transfer Taxes 276,311 0 276,311
Earned Income Taxes 1,107,934 0 1,107,934
Less: Allowance for Uncollectibles 0 0 0

NET TAXES RECEIVABLE $ 3,734,467 $ 0 $ 3,734,467
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 4 "' Taxes Receivable (Continued)

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer revenue
recognition in connection with resources that have been received, but not yet earned. At the end of the current
fiscal year, the various components of deferred revenue and unearned revenue reported in the governmental
funds were as follows:

Delinquent Taxes Receivable
Other Deferred Revenue

TOTAL

NOTE 5 - Capital Assets

Capital asset activity for the year ended June 30, 2008 was as follows:
(Restated)
Beginning
Balance Increases Decreases

$ 2,037,025
29,780

$ 2,066,805

Ending
Balance

Governmental Activities:
Capital Assets:

Land
Land Improvements
Buildings
Construction in Progress
Furniture and Equipment

TOTAL CAPITAL ASSETS

Accumulated Depreciation for:
Buildings
Land Improvements
Furniture and Equipment

TOTAL ACCUMULATED
DEPRECIATION

GOVERNMENTAL
ACTIVITIES CAPITAL

ASSETS,NET

$ 32,072,533 $ 1,067,157 $ 0 $ ~33,139,690
3,582,716 38,279 0 3,620,995

150,877,267 171,416,504 0 322,293,771
183,402,883 12,924,084 173,531,367 22,795,600
25,981,735 5,555,826 1,140,891 30,396,670

____~~_~L~~L1?A ___ J~_1tQ9Jt~?_Q ____E4&Z?!?~~ ____4_1_?!?A~1 !~~.

76,865,064 6,585,424 0 83,450,488
1,707,851 180,333 0 1,888,184

18,997,196 3,132,955 1,140,524 20,989,627

97,570,111 9,898,712 1,140,524 106,328,299

$298,347,023 $181,103,138 $173,531,734 $305,918,427

Business-Type Activities:
Capital Assets:

Furniture and Equipment

Accumulated Depreciation for:
Furniture and Equipment

$ 307,700

222,266

$ 1,784

25,779

$ o

o

$ 309,484

248,045

BUSINESS-TYPE ACTIVITIES

CAPITAL ASSETS, NET $ 85,434 ~$=~(2;;;;;3~,9,;;;,9~5) =~$==~O ~$~~61~,4~3~9
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

.NOTE 5 - Capital Assets (Continued)

Depreciation expense was charged to functions/programs of the School District as follows:

Governmental Activities - Unallocated
Business-Type Activities

TOTAL DEPRECIATION EXPENSE

NOTE 6 - Construction Commitments

$ 9,898,712
25,779

$ 9,924,491

At June 30, 2008, the School District's capital projects fund had outstanding construction
commitments amounting to $13,377,625 for the completion of the construction of a new high school and
renovations to various schools.

NOTE 7 - Interfund Receivables, Payables and Transfers

The composition of interfund balances as of June 30, 2008 is as follows:

Interfund Interfund
Receivables Payables

General Fund $ 0 $ 1,231,237
Capital Reserve Fund 16,504,906 0
Capital Projects Fund 0 15,273,669

$ 16,504,906 $ 16,504,906

Interfundtransfers were as follows:

Transfer to Transfer from
Other Funds Other Funds

General Fund $ 3,094,849 $ 2,086,849
Capital Reserve Fund 0 3,094,849
Capital Projects Fund 2,086,849 0

$ 5,181,698 $ 5,181,698

Interfund transfers are made from the general fund to the capital reserve fund for future capital
outlay, the capital projects fund to the debt service fund to provide funds for debt service expenses, and
the capital projects fund also transfers interest earnings to the capital reserve fund.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 8 - Long-Term Debt

Principal Principal
Outstanding Maturities/ Additions Outstanding
July 1,2007 Refinancing (Refinancing) June 30, 2008

General Obligation Bonds,
Series A of 1998 $ 2,400,000 $ 855,000 $ 0 $ 1,545,000

General Obligation Note,
Series B of 2000 9,250,000 834,000 0 8,416,000

General Obligation Bonds,
Series of 2002 5,475,000 725,000 0 4,750,000

General Obligation Bonds,
Series AA of 2002 12,045,000 3,815,000 0 8,230,000

General Obligation Bonds,
Series of 2003 29,985,000 5,000 0 29,980,000

General Obligation Bonds,
Series A of 2003 17,295,000 1,510,000 0 15,785,000

General Obligation Bonds,
Series of 2004 6,790,000 600,000 0 6,190,000

General Obligation Bonds,
Series of 2005 9,990,000 5,000 0 9,985,000

General Obligation Bonds,
.Series Aof 2005 8,760,000 450,000 0 8,310,000

General Obligation Bonds,
Series of 2006 34,995,000 5,000 0 34,990,000

General Obligation Bonds,
Series A of 2006 100,805,000 5,000 0 100,800,000

General Obligation Bonds,
Series AA of 2006 17,985,000 1,455,000 0 16,530,000

General Obligation Bonds,
Refunding Series of 2006 22,240,000 5,000 0 22,235,000

General Obligation Bonds,
Refunding Series A of 2006 37,930;000 125,000 0 37,805,000

General Obligation Bonds,
Series of2007 10,000,000 0 10,000,000

325,945,000 10,394,000 0 315,551,000
Deferred Amounts:

Issuance (Discounts) Premium 5,862,165 269,395 0 5,592,770
Refunding Deferred Charge (1,153,410) (146,968) (1,006,442)

LONG-TERM DEBT $330,653,755 $ 10,516,427 $ 0 $320,137,328
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 8 - Long-Term Debt (Continued)

General Obligation Bonds, Series A of 1998. Original principal amount of
$17,000,000,maturing November 15, 2000 through November 15, 2009,
bearing interest from 4.0% to 4.3%. Interest is paid semi-annually
on May 15 and November 15

General Obligation Note, Series B of 2000. Original principal amount of
$13,461,000, maturing November 25,2001 through November 25,2015,
bearing interest at a rate not to exceed 15%. Interest is paid monthly

General Obligation Bonds, Series of 2002. Original principal amount of
$30,000,000, maturing April 15, 2004 through April 15, 2022, bearing
interest from 3% to 5%. Interest is paid semi-annually on April 15 and
October 15

General Obligation Bonds, Series AA of 2002. Original principal amount of
$16,265,000, maturing January 15, 2004 through January 15, 2011, bearing
interest from 2.1 % to 5%. Interest is paid semi-annually on January 15 and
July 15

General Obligation Bonds, Series of 2003. Original principal amount of
$30,000,000, maturing March 15, 2005 through March 15, 2022, bearing
interest from 3.25% to 4.4%. Interest is paid semi-annually on September 15
and March 15

General Obligation Bonds, Series A of 2003. Original principal amount of
$21,995,000, maturing November 15, 2003 through November 15, 2016,
bearing .interest from 1% to 3.9%. Interest is paid semi-annually on
May 15 and November 15

General Obligation Bonds, Series of 2004. Original principal amount of
$7,910,000, maturing August 15, 2004 through November 15, 2016,
bearing interest from 2% to 3.75%. Interest is paid semi-annually on
May 15 and November 15

General Obligation Bonds, Series of 2005. Original principal amount of
$10,000,000, maturing November 15, 2005 through November 15, 2017,
bearing interest from 2% to 3.7%. Interest is paid semi-annually on
May 15 and November 15

SUBTOTAL (CARRIED FORWARD)

Current
Outstanding

Principal

$ 1,545,000

8,416,000

4,750,000

8,230,000

29,980,000

15,785,000

6,190,000

9,985,000

84,881,000
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 8 - Long-Term Debt (Continued)

SUBTOTAL (BROUGHT FORWARD)

General Obligation Bonds, Series A of 2005. Original principal amount of
$8,975,000 maturing May 15, 2006 through May 15, 2022,
bearing interest from 3% to 4.15%. Interest is paid semi-annually on
May 15 and November 15

General Obligation Bonds, Series of 2006. Original principal amount of
$35,000,000 maturing May 15, 2007 through May 15, 2030,
bearing interest from 3.25% to 5%. Interest is paid semi-annually on
May 15 and November 15

General Obligation Bonds, Series A of 2006. Original principal amount of
$100,810;000 maturing May 15, 2007 through May 15,2030,
bearing interest from 3.5% to 5%. Interest is paid semi-annually on
May 15 and November 15

General Obligation Bonds, Series AA of 2006. Original principal amount of
$18,390,000 maturing October 1, 2006 through October 1, 2020,
bearing interest from 3.75% to 4%. Interest is paid semi-annually on
April 1 and October 1

General Obligation Bonds, Refunding Series of 2006. Original principal amount
of $22,24.5,000 maturing April 15, 2007 through April 15, 2024,
bearing interest from 4% to 4.25%. Interest is paid semi-annually on
April 15 and October 15

General Obligation Bonds, Refunding Series A of 2006. Original principal
amount of $37,935,000 maturing February 1,2007 through February 1,2027,
bearing interest from 3.5% to 4.5%. Interest is paid semi-annually on
February 15 and August 15

General Obligation Bonds, Series of 2007. Original principal amount of
$10,000,000 maturing February 15, 2009 through February 15, 2029,
bearing interest from 3.625% to 4.125%. Interest is paid semi-annually on
February 15 and August 15

TOTAL

Current
Outstanding

Principal

$ 84,881,000

8,310,000

34,990,000

100,800,000

16,530,000

22,235,000

37,805,000

10,000,000

$315,551,000
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 8 - Long-Term Debt (Continued)

The annual requirements to amortize all debts outstanding as of June 30,2008, are-as follows:

Year Ended Principal Interest Total

2009 $ 11,216,000 $ 13,281,971 $ 24,497,971
2010 11,962,000 13,084,497 25,046,497
2011 12,069,000 12,625,503 24,694,503
2012 12,509,000 12,166,421 24,675,421
2013 12,967,000 11,667,457 24,634,457
2014-2018 69,823,000 50,503,830 120,326,830
2019-2023 80,485,000 33,195,134 113,680,134
2024-2028 80,230,000 15,230,821 95,460,821
2029-2033 24,290,000 2,333,268 26,623,268

TOTAL MATURITIES 315,551,000 164,088,902 479,639,902

Deferred Amounts 4,586,328 (4,586,328) 0

TOTAL $ 320,137,328 $ 159,502,574 $ 479,639,902

NOTE 9 - Changes in Other Long-Term Liabilities

Accrued Compensated Absences
Accrued Severance

TOTAL

NOTE 10 - Contingent Liabilities

Balance
July 1,
2007

$ 1,341,959
3,336,260

$ 4,678,219

Balance
June 30,

Additions Reductions 2008

$ 43,494 $ 0 $ 1,385,453
0 539,038 2,797,222

$ 43,494 $ 539,038 $ 4,182,675

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures which may
be disallowed by the grantor cannot be determined at this time although the School District expects such
amounts, if any, to be immaterial.
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

The School District self-insures worker's compensation through the School District's Insurance
Consortium. The School District's Insurance Consortium is an association consisting of school districts,
intermediate units, and vocational-technical schools of the Commonwealth of Pennsylvania. The School
District obtained a self-insurance exemption from the Commonwealth of Pennsylvania, Department of Labor
and Industry, Bureau of Worker's Compensation, which allows the School District to self-insure workers'
compensation.

Each year the School District is required to deposit funds into the central fund. The School District is
then billed monthly for actual claims for the current year paid during the previous month up to the level of
retention. After the level of retention is reached, claim payments are made from the central fund. At the end
of each fiscal year, reserves are established or adjusted on all outstanding claims. Funds in the central fund
at the end of the fiscal year are not refunded.

Additionally, the School District self-insures group dental, vision and prescription coverage. The
School District has accrued a three-month value for potential claims under dental, vision and prescription
coverage..

NOTE 12 - Employee Retirement Systems and Pension Plans

School districts in the Commonwealth of Pennsylvania participate in a state-administered pension
program. Under the program, contributions are made by each of three parties - the School District, the state
and the employee. All full-time employees of the School District, and part-time employees who meet certain
minimum employment requirements, participate in the program. The School District's contributions for the
year ended June 30, 2008 totaled $6,092,394. Total covered payroll was $84,608,661 and total payroll was
$85,937,228 for the current year. The following is a summary of plan benefit and asset information:

Plan Description:

Name of Plan - The Public School Employees' Retirement System of Pennsylvania (the System).

Type of Plan - Governmental cost sharing multiple-employer defined benefit plan.

Benefits - Retirement and disability, legislative mandated ad hoc cost-of-Iiving adjustments, health
care insurance premium assistance to qualified annuitants.

Authority - The Public School Employee's Retirement Code (Act No. 96 of October 2, 1975, as
amended) (24 Pa. C.S. 8101-8535).

Annual Financial Report - The System issues a comprehensive annual financial report that includes
financial statements and required supplementary information for the plan. A copy of the report may
be obtained by writing to Public School Employees' Retirement System, P.O. Box 125, Harrisburg,
PA 17108-0123.



eRg
. .

.. alner
& Company

. '. AProfessional Corporation
Certified Publi.c Accountants

Business Consultants

- 40-
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Notes to Financial Statements

June 30, 2008

NOTE 12 ~. Employee Retirement Systems and Pension Plans (Continued)

Funding Policy:

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

Contribution Rates - Members contribute from 5.25 to 7.50 percent of their qualifying
compensation, depending on when their employment began.

Contributions required of employers are based upon an actuarial valuation. For the fiscal year
ended June 30,2008, the rate of employer contribution was 7.13 percent of covered payroll.

NOTE 13 - Other Post-employment Benefits

Plan Description:

Th~ School District provides a defined benefit post employment healthcare benefit, which provides
medical benefits to eligible retirees and their spouses. The school district has four bargaining units which
participate in this plan: the West Chester Education Support Personnel, the Custodial Bargaining Unit, the
Teachers and the Administrators. In addition, the non-bargaining staff members participate in the plan.
All except Administrators are eligible to receive post retirement benefits at age 50 with 15 years of service
in the District. For Administrators, the eligibility requirements are age 50 with 10 years of service in the
District and at least 5 years of service as an administrator. The employee must retire from service to
receive the post employment benefits and not work for another school district.

The health insurance plan is a single employer, defined benefit OPEB plan. The medical,
prescription drug, dental and vision benefits are self insured. Only the PC-65 product is fully insured. The
medical benefits are administered through Blue Cross and the prescription drug benefits through
Caremark. Separate financial statements are not issued for the plan. The term life insurance is
purchased from US Life and the Universal Life coverage is purchased from Genworth Financial.

Funding Policy:

As established by either collective bargaining or school policy, all groups except for administrators
are entitled to receive, at retirement, the single coverage provided to active employees in the Personal
Choice 10/20/70 plan. Administrators receive both retiree and spousal coverage. For all other eligible
retirees, the coverage is provided for the retiree only. A retiree can elect a higher coverage but the retiree
. must pay the difference in the premium cost. The School District is responsible for funding the balance of
the benefits. Teachers hired after July 1, 2003 do not receive post retirement healthcare coverage but
instead receive a $20,000 credit to a Health Reimbursement Account at retirement.

As of July 1, 2008, the School District has no segregated assets to fund this liability. It is the
intention of the School District to pay the premium each year as it comes due.

Funding Progress

As of July 1, 2006, the date of the most recent actuarial report, the actuarial accrued liability for
benefits was $31,675,732, all of which was unfunded. The covered payroll (annual payroll of active
employees covered by the plan) was $82,506,148 and the ratio of the unfunded actuarial accrued liability
to the covered payroll was 38.4%.
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June 30, 2008

NOTE 13 - Other Post-employment Benefits (Continued)

The actuarial valuation of an ongoing plan involves estimates of the value of reported amounts
and assumptions about the probability of occurrences of events far into the future. Examples include
assumptions about future employment and mortality. Amounts determined regarding the funded status of
the plan and the annual required contributions of the employer are subject to continual revisions as actual
results are compared with past expectations and new estimates are made into the future. The schedule
offunding progress, presented as required supplemental information following the notes to the financial
statements, presents information about the actuarial value of the plan assets. In SUbsequent years, this
schedule will present multi-year trend information about whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan and
include the types of benefits provided at the time of each valuation and the historical sharing of benefit
costs between the employer and plan members to that point. The actuarial methods and assumptions
used include techniques that are designed to reduce the effects of short term volatility in actuarial accrued
liabilities and the actual value of assets, consistent with the long term perspective of the calculations.
In the July 1, 2008 actuarial valuation, the following actuarial assumptions were used:

Interest 4% compounded annually net of investment expenses
Amortization Method Level dollar method at the valuation interest rate
Amortization Period 30 Years
Salary Increases 4% per year
Actuarial Valuation Cost Method Entry Age Normal

Annual OPEB Cost and NET OPEB Obligations:

The District's annual other Post-employment benefit (OPEB) cost (expense) is calculated based
on the annual required contribution of the employer (ARC). The ARC represents a level of funding that, if
paid on an ongoing basis, is projected to cover normal costs each year and to amortize any unfunded
actuarial liabilities over a period not to exceed thirty years. The following table shows the components of
the School's annual OPEB cost for the year, the amount actually contributed to the plan and the changes
in the School's net OPEB obligation.

Annual OPEB Cost:
Normal Cost
Amortization of Unfunded Actuarial

Accrued Liability
Interest on Net OPEB Obligation
Funding Adjustment

ANNUAL OPEB COST

Net OPEB Obligation (Asset):
Normal OPEB Obligation July 1, 2007
OPEB Cost for the year ended June 30, 2008
Contributions

NET OPEB OBLIGATION (ASSET)

$ 1,089,955

1,055,858
o
o

$ 2,145,813

$ 0
2,145,813

(2,474,297)

$ (328,484)
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WEST CHESTER AREA SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 14 - Prior Period Adjustment

Fund balance of the governmental funds in the fund financial statements have been restated as of
the beginning of the year for the net effect of the understatement of earned income taxes receivable of
$1,008,000 as of June 30, 2007.

Net assets in the government-wide financial statements have been restated as of the beginning of
the year for the net effect of the understatement of earned income taxes receivable of $1,008,000 and
capital assets of $316,279. The net effect of the understatement to opening net assets was $1,324,279.
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WEST CHESTER AREA SCHOOL DISTRICT
Required Supplementary Information

Budgetary Comparison Schedule
General Fund

For the Year Ended June 30, 2008

$ 152,584,333 $152,584,333 $ 151,981,893 $ (602,440)
26,772,098 26,765,400 27,318,269 552,869
2,780,469 2,787,167 2,991,122 203,955

___}_~?.!_'\.~~.!~gQ_, , l~~!.l~~!.~Qg__ _ 1~~!.?~1!.?~~__ _ 1.?.~!.~~_~__

Revenues:
Local Revenues
State Program Revenues
Federal Program Revenues

TOTAL REVENUES

Original
Budget

Amended
BUdget Actual

Variance with
Final Budget 

Positive
(Negative)

Expenditures:
Regular Programs
Special Programs
Vocational Programs
Other Instructional Programs
Adult Education Programs
Pupil Personnel Services
Instructional Staff Services
Administrative Services
Pupil Health
Business Services
Operation and Maintenance of

Plant Services
Student Transportation Services
Central and Other Support Services
Student Activities
Community Services
Facilities Acquisition and Construction
Debt Service

TOTAL EXPENDITURES

73,800,131 73,774,073 75,807,265 (2,033,192)
22,256,296 25,470,844 23,409,494 2,061,350
4,434,132 4,075,752 4,071,332 4,420
2,015,784 250,093 246,906 3,187

38,941 39,841 28,842 10,999
6,573,904 6,520,639 6,476,290 44,349
4,957,808 4,786,399 4,769,381 17,018

10,511,106 10,455,371 10,417,986 37,385
1,968,960 1,839,469 1,830,904 8,565
1,626,194 1,491,977 1,487,970 4,007

16,407,194 16,369,362 16,364,754 4,608
13,331,035 12,857,933 12,846,908 11,025
2,383,662 2,316,165 2,303,171 12,994
4,540,010 3,927,521 3,921,949 5,572

127,464 88,636 81,960 6,676
313,400 272,711 271,309 1,402

20,356,020 20,097,114 20,097,113 1
185,642,041 184,633,900 184,433,534 200,366

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES Q.!.?g?.!_'\.~J1 , J~!.~~?!.QQg2_ J~!.l±~!.?.?..g2_ ~?_~!.?.?..Q_.

Other Financing Sources (Uses):
Interfund Transfers In 300,000 300,000 2,086,849 1,786,849
Interfund Transfers Out ° (1,008,000) (3,094,849) (2,086,849)
Refunds ofPrior Years Expenditures ° (141 ) 5,161 5,302
Budgetary Reserve ° ° ° °TOTAL OTHER FINANCING

SOURCES (USES) 300,000 (708,141 ) (1,002,839) (294,698)

NET CHANGE IN FUND BALANCES (3,205,141 ) (3,205,141 ) (3,145,089) 60,052

Fund Balance - July 1, 2007 9,239,241 9,239,241 9,631,412 392,171
Prior Period Adjustment ° ° 1,008,000 1,008,000

FUND BALANCE -
JULY 1,2007 (RESTATED) 9,239,241 9,239,241 10,639,412 1,400,171

FUND BALANCE - JUNE 30, 2008 $ 6,034,100 $ 6,034,100 $ 7,494,323 $ 1,460,223




