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INDEPENDENT AUDITOR'S REPORT 
 
 
 
Board of Directors 
Chester County Food Bank 
Exton, Pennsylvania 
 
 
We have audited the accompanying financial statements of Chester County Food Bank (a nonprofit 
organization), which comprise the statement of financial position as of June 30, 2019, and the related 
statements of activities, functional expenses and cash flows for the year then ended, and the related notes to 
the financial statements. 
 
Management's Responsibility for the Financial Statements 

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

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General.  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on the auditor's judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error.  In making those 
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control.  Accordingly, we 
express no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 

In our opinion, the 2019 financial statements referred to above present fairly, in all material respects, the 
financial position of Chester County Food Bank as of June 30, 2019, and the changes in its net assets and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
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Prior Period Financial Statements 

The financial statements of Chester County Food Bank as of June 30, 2018, were audited by other auditors 
whose report, dated October 30, 2018, expressed an unmodified opinion on those statements.  As discussed in 
Note 4, the Organization has restated its 2018 financial statements during the current year to correct certain 
assets and liabilities, in accordance with accounting principles generally accepted in the United States of 
America.  The other auditors reported on the 2018 financial statements before the restatement. 
 
As part of our audit of the 2019 financial statements, we also audited the adjustments described in Note 4 that 
were applied to restate the 2018 financial statements.  In our opinion, such adjustments are appropriate and 
have been properly applied.  We were not engaged to audit, review of apply any procedures to the 2018 
financial statements of the Organization other than with respect to the adjustments and, accordingly, we do not 
express an opinion or any other form of assurance on the 2018 financial statements as a whole. 
 
Other Matters 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 27, 2019, 
on our consideration of Chester County Food Bank's internal control over financial reporting and on our tests of 
its compliance with certain provision 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 internal control over financial 
reporting or on compliance.  That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering Chester County Food Bank's internal control over financial reporting and 
compliance. 
 

   
 
Philadelphia, Pennsylvania 
September 27, 2019 
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2019 2018

Cash 218,014$      224,720$      
Accounts receivable

Government grants 8,341            105,153        
Contributions 140,500        90,229          
Other 15,888          9,940            

Inventory 449,088        376,046        
Deposits 52,000          -                
Prepaid expenses 5,266            3,223            

Total current assets 889,097        809,311        

OTHER ASSETS
Investments 6,547,873     7,435,744     
Contributions receivable, net of current portion 105,690        29,216          
Property and equipment, net 3,801,856     3,963,863     

Total other assets 10,455,419   11,428,823   

Total assets 11,344,516$ 12,238,134$ 

CURRENT LIABILITIES
Line of credit 470,000$      275,000$      
Notes payable, current 9,564            9,011            
Accounts payable 145,429        230,995        
Accrued expenses 79,019          111,758        

Total current liabilities 704,012        626,764        

NOTES PAYABLE, LONG-TERM 268,970        278,536        

Total liabilities 972,982        905,300        

NET ASSETS
Without donor restrictions

Undesignated 4,097,927     4,430,573     
Property and equipment 3,523,322     3,676,316     
Board designated for hunger relief programs 2,420,000     3,000,000     

10,041,249   11,106,889   
With donor restrictions 330,285        225,945        

Total net assets 10,371,534   11,332,834   

Total liabilities and net assets 11,344,516$ 12,238,134$ 

See accompanying notes

CURRENT ASSETS
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CHESTER COUNTY FOOD BANK

STATEMENTS OF FINANCIAL POSITION

June 30, 2019 and 2018

ASSETS

LIABILITIES AND NET ASSETS



Without With Without With
Donor Donor Donor Donor

Restrictions Restrictions Total Restrictions Restrictions Total
REVENUE AND SUPPORT

Contributions 2,164,876$   435,168$  2,600,044$   1,866,124$   268,767$  2,134,891$   
Contributions in-kind 1,947,874     -            1,947,874     2,279,882     -            2,279,882     
Government grants 349,576        -            349,576        376,902        27,000      403,902        
Investment income 251,184        -            251,184        119,212        -            119,212        
Realized gains (losses) on investment income 211,009        -            211,009        (38,001)         -            (38,001)         
Wholesale nutrition, net of food costs 152,841        -            152,841        85,993          -            85,993          
Miscellaneous 4,148            -            4,148            9,200            -            9,200            
Net assets released from restrictions 330,828        (330,828)   -                457,711        (457,711)   -                

Total revenue and support 5,412,336     104,340    5,516,676     5,157,023     (161,944)   4,995,079     

EXPENSES
Program services 5,171,827     -            5,171,827     4,983,887     -            4,983,887     

Support services
Management and general 657,961        -            657,961        538,440        -            538,440        
Fundraising 424,753        -            424,753        342,488        -            342,488        

Total expenses 6,254,541     -            6,254,541     5,864,815     -            5,864,815     

Change in net assets before other changes (842,205)       104,340    (737,865)       (707,792)       (161,944)   (869,736)       

OTHER CHANGES

Unrealized gains (losses) on investment income (223,435)       -            (223,435)       457,651        -            457,651        

CHANGE IN NET ASSETS (1,065,640)    104,340    (961,300)       (250,141)       (161,944)   (412,085)       

NET ASSETS
Beginning of year 11,106,889   225,945    11,332,834   11,357,030   387,889    11,744,919   

End of year 10,041,249$ 330,285$  10,371,534$ 11,106,889$ 225,945$  11,332,834$ 

See accompanying notes

                                2019                                                                2018                                
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CHESTER COUNTY FOOD BANK

STATEMENTS OF ACTIVITIES

Years ended June 30, 2019 and 2018



Program Management Program Management
Services  and General Fundraising Total Services  and General Fundraising Total

Salaries 1,196,472$  287,153$  111,671$  1,595,296$  929,521$     231,760$  113,367$  1,274,648$  
Employee benefits 268,249       77,888      24,017      370,154       204,934       74,240      25,539      304,713       
Payroll taxes 88,411         21,536      7,840        117,787       66,669         20,575      8,069        95,313         

Total salaries and benefits 1,553,132    386,577    143,528    2,083,237    1,201,124    326,575    146,975    1,674,674    

Advertising 2,232           105           130,309    132,646       1,362           2,875        96,843      101,080       
Independent contractors 65,838         -            -            65,838         82,782         -            -            82,782         
Depreciation 168,923       15,714      11,785      196,422       158,632       15,107      10,668      184,407       
Donated food distributed 1,760,436    -            -            1,760,436    1,949,248    -            -            1,949,248    
Donations to food cupboards 1,076,609    -            -            1,076,609    1,148,594    -            -            1,148,594    
Dues and subscriptions 4,720           10,967      860           16,547         249              11,578      1,196        13,023         
Event supplies 250              -            27,833      28,083         -               -            23,273      23,273         
Insurance 23,416         4,877        -            28,293         18,038         3,839        -            21,877         
Interest -               21,637      -            21,637         -               1,650        -            1,650           
License, tax and registrations 450              85             -            535              50                70             -            120              
Meetings and training 9,568           8,540        3,696        21,804         8,341           8,997        3,698        21,036         
Miscellaneous 1,859           2,373        4,146        8,378           550              2,937        742           4,229           
Office expense 3,516           104,830    43,713      152,059       2,456           87,864      38,541      128,861       
Professional services 5,460           61,040      -            66,500         -               59,713      495           60,208         
Program supplies 166,044       297           52,383      218,724       135,488       -            4,550        140,038       
Rent 275              1,125        -            1,400           3,238           -            -            3,238           
Repairs and maintenance 86,516         8,011        -            94,527         60,731         -            -            60,731         
Security 1,377           153           -            1,530           1,542           152           360           2,054           
Telephone and internet 24,666         6,032        2,577        33,275         19,053         4,489        2,385        25,927         
Travel 39,385        12,394      3,923        55,702         35,758        7,112        8,819        51,689         
Utilities 52,492         8,118        -            60,610         57,604         5,482        228           63,314         
Vehicle expense 124,663       5,086        -            129,749       99,047         -            3,715        102,762       

Total expenses 5,171,827$  657,961$  424,753$  6,254,541$  4,983,887$  538,440$  342,488$  5,864,815$  
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See accompanying notes

CHESTER COUNTY FOOD BANK

STATEMENTS OF FUNCTIONAL EXPENSES

Years ended June 30, 2019 and 2018

                                             2019                                                                                          2018                                             



2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets (961,300)$    (412,085)$    

Adjustments to reconcile change in net assets to net cash
provided by (used for) operating activities

Net realized and unrealized (gain) loss on investments 12,425         (419,650)      
Depreciation 196,422       184,407       
Donation of kitchen equipment -               (100,000)      

(Increase) decrease in
Accounts receivable (35,881)        (21,944)        
Inventory (73,042)        7,316           
Deposits (52,000)        -               
Prepaid expenses (2,043)          13,045         

Increase (decrease) in
Accounts payable (85,566)        158,003       
Accrued expenses (32,739)        14,349         

Net cash used for operating activities (1,033,724)   (576,559)      

CASH FLOWS FROM INVESTING ACTIVITIES
Net sale (purchase) of investments 875,446       192,537       
Purchase of property and equipment (34,415)        (201,724)      

Net cash provided by (used for) investing activities 841,031       (9,187)          

CASH FLOWS FROM FINANCING ACTIVITIES
Net borrowings on line of credit 195,000       275,000       
Proceeds from issuance of note payable -               20,000         
Repayments on notes payable (9,013)          (7,346)          

Net cash provided by financing activities 185,987       287,654       

Net change in cash (6,706)          (298,092)      

CASH
Beginning of year 224,720       522,812       

End of year 218,014$     224,720$     

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Interest paid 21,637$       1,650$         

See accompanying notes
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CHESTER COUNTY FOOD BANK

STATEMENTS OF CASH FLOWS

Years ended June 30, 2019 and 2018



CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 
(1) NATURE OF OPERATIONS 
 

The Chester County Food Bank (the "Food Bank") was incorporated under the Nonprofit Corporation Law 
of the Commonwealth of Pennsylvania on August 24, 2009.  The purpose of the Food Bank is to provide for 
the acquisition, storage, collection, distribution, advocacy and growing of food to meet the needs of low-
income citizens at risk of food insecurity within Chester County, Pennsylvania.  The Food Bank is the 
largest distributor of food to low-income families and individuals in Chester County, Pennsylvania providing 
non-perishable groceries, fresh produce, dairy, bread and meat to over 153 nonprofit agencies, from senior 
centers and after-school programs to soup kitchens and food pantries.  The Food Bank solicits donations 
from a large network of sources, including large corporations, supermarket chains, wholesalers, restaurant 
suppliers, the United Stated Department of Agriculture, growers and food drives, and then distributes these 
food commodities to qualifying public service agencies and neighborhood pantries. 

 
For the years ended June 30, 2019 and 2018, the Food Bank collected and distributed more than 3.2 and 
2.8 million pounds of food, respectively.  Fresh produce, proteins, staples and other nutritious items were 
distributed by the Food Bank. 

 
The Food Bank receives revenues and support from the following government agencies: 

 
Pennsylvania Department of Agriculture – The Emergency Food Assistance Program (TEFAP): 
The TEFAP revenue represents funds which have been distributed through the Chester County 
Department of Human Services under a contract dated October 27, 2017.  These funds are administered 
at the federal level by the United States Department of Agriculture.  These funds are designated to 
partially cover the costs of distributing mostly non-perishable food to nonprofit agencies serving low-
income families and individuals through their emergency meal and pantry programs. 

 
State Food Purchase Program (SFPP):  SFPP is a grant from the Commonwealth of Pennsylvania 
through the Pennsylvania Department of Agriculture.  SFPP provides funds for food program support 
and capital purchases which are distributed through the Chester County Department of Human Services 
under a contract dated October 27, 2017. 

 
 
(2) PROGRAM SERVICES 
 

Unique in our form and mission, the Food Bank has transformed the approach to food insufficiency in the 
county over its ten-year history.  The combination of direct food support, a priority on fresh food and an 
investment in education programs has brought to bear the great resources of our area–agricultural bounty, 
volunteers, funders and partners to evolve how we address an invisible and insidious problem.  While food 
drives and government programs provide a part of our support to the community, our work goes well 
beyond this.  The relationship between adequate nutrition and health, wellness and appropriate physical, 
emotional and mental development are well established; however, rarely are these priorities made 
available to our most vulnerable neighbors.  Our work bridges that gap. 

 
Food Distribution 

The Food Bank collects, stores, and delivers food to over 153 food providing organizations and other 
organizations that provide food for people in need.  Food products include fresh produce, non-perishable 
items, dairy, bread, and meat.  This past year, the Food Bank provided nutritious food equivalent to over 
2.7 million meals for hungry people in Chester County.  Hunger is an issue for approximately 50,000 
individuals in Chester County.  An increasing number of families, including children and seniors, have 
come to depend upon the Food Bank and our partner pantries, cupboards and meal sites.  Provision of 
food to address the immediate need in the community has always been and always will be our highest 
priority.  Our distribution is centralized at our main office and warehouse, located in Exton, PA, acquired in 
2013 and renovated to accommodate the needs of the size of the operation and unique handling concerns 
of fresh food.  With over 3.2 million pounds of food distributed in the past fiscal year (over 59% fresh food), 
the warehouse has well served the needs of the Food Bank's food-providing partners located throughout 
the county, including community agencies, schools and senior centers. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 

Fresh and Local (Agriculture Programs) 

Since its inception, the Food Bank has continued to improve upon our ability to leverage key 
partnerships and purposefully invest resources to acquire and distribute the healthiest food possible to 
Chester County residents.  The priority of fresh and local food our programming decisions, partnerships, 
resource allocation and strategic planning.  Nearly 130,000 pounds of locally grown, fresh produce was 
harvested from farms and gardens throughout the county, utilizing our two on-staff farmers and the 
services of over 3,000 community volunteers who donated almost 17,000 hours of their time.  In 
addition, the Food Bank constructs raised bed vegetable gardens at various locations throughout the 
county, including churches, corporations, schools and civic organizations.  The groups then maintain the 
beds and donate the food they grow to local pantries, feeding sites, and the Food Bank.  The Food 
Bank has 85 active partner gardens with over 685 raised beds and 5 covered high tunnel gardens. 

 
  Weekend Food Backpack Program 

The Food Bank provides backpacks filled with nutritious food for school children from low-income 
families to take home every Friday during the school year so that they have food during the weekends 
when school-based meals are not served.  The Food Bank provided food to fill 32,256 packs for the 
1,410 children who were enrolled in the program during this past fiscal year. 

 
Summer Student Food Program 

The Food Bank's Summer Food Box helps school age children and their families receive nutritious, 
easy-to-prepare non-perishable food during the summer vacation months at their participating member 
agency or youth center.  Volunteers pack the Summer Food Box with a rotating variety of shelf stable 
items which are then distributed to 27 locations that provide a monthly box to over 1,900 qualifying 
children in Chester County. 

 
Senior Food Program 

In October 2016, the Food Bank discontinued the Commodity Supplemental Food Program (CSFP) due 
to the administrative burden it placed on the Food Bank’s operations.  In its place, the Food Bank 
developed the Senior Food Box Program.  In fiscal year 2018-2019 this program provided 8,644 boxes 
of nutritious food specially designed to meet the needs of seniors.  720 low-income older adults were 
enrolled in this program during the past year. 

 
Emergency Food Box Program 

The Food Bank provides hungry families and individuals facing emergencies with an immediate three-
day supply of food from the Food Bank.  These food boxes are distributed by our food providing 
partners, as well as schools, local and state government offices and community organizations.  1,100 
emergency boxes were supplied in the past year, at no cost to recipients. 

 
Food Security Initiatives 

Simply providing food, no matter how abundant and nutritious, is only a part of the solution to food 
insecurity.  The Food Bank focuses on teaching sustainable methods of growing fresh produce and 
providing education on how to prepare and enjoy nutritious foods.  Though the Food Bank is unable to 
fix many of the root causes of food insecurity (rising cost of housing, utilities, childcare expenses, 
income), we work with partners around the county to educate and collaborate on ways to tackle some of 
the issues together. 

 
EatFresh combines nutrition education and hands-on cooking experience with an increased availability 
of fresh fruits and vegetables.  The classes promote healthy food preparation and eating habits as a 
springboard to healthier lifestyle. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 

The Best Choices Program encourages and supports pantry leaders to thoughtfully rethink and redesign 
the pantry environment to "nudge" clients to choose the best options their agencies have to offer: fresh 
fruits, vegetables, and whole grains.  Strategies include pantry rearrangement, Tastelt! Food 
demonstrations, recipe creation, and signs which have the potential to increase participant confidence 
while choosing foods to cook at home. 

 
The Fresh2You Mobile Market connects low-income community members to the bounty of fresh 
produce grown in our region by working closely with the Food Bank's Agricultural Program and a 
network of partner farms.  Fresh2You seeks to make high quality food affordable to the whole 
community at fair value to the farmer.  Donated produce to the Food Bank is not sold as part of 
Fresh2You.  Fresh2You helps customers shopping with food assistance benefits to stretch their food 
budgets by offering financial incentives.  Shoppers using the SNAP (Food Stamps) and Farmer's Market 
Nutrition Program vouchers at the market receive a dollar-for-dollar match on all purchases of fresh 
fruits and vegetables with these benefits. 

 
Meal Production 

As a community partnership effort with Meals on Wheels of Chester County and the Chester County 
Department of Aging, the Food Bank produces hot meals each week day for six Meals on Wheels 
chapters in Downingtown and West Chester.  The Food Bank also produces frozen meals for 
distribution to clients referred through the Meals on Wheels and other social service agencies. 

 
Fresh Start Kitchen  

Chester County Food Bank launched  FRESHstart KitchenTM   to educate and prepare under or 
unemployed residents for opportunities and sustainable employment in the food service industry. 
FRESH is an acronym for Focusing Resources on Employment, Self-Sufficiency and Health, directly 
aligned with strategic planning and programming for the Food Bank. FRESHstart KitchenTM will instruct 
enrolled participants to acquire a specific skill set with a 12-week culinary arts training program.  With an 
anticipated three graduating classes per year, each class will be opened to up to ten students, for a total 
30 students annually.  The program operates eight hours per day, Monday through Friday, and provides 
the following instruction and supports: culinary arts instruction and training, life skills and job readiness, 
internship, job search and placement assistance. 

 
 
(3) SIGNIFICANT ACCOUNTING PRINCIPLES 
 
  Basis of Accounting 

The financial statements have been prepared on the accrual basis of accounting.  Accordingly, 
revenues are recognized when earned and expenses are recognized when incurred. 

 
  Basis of Presentation 

The Food Bank reports information regarding its financial position and activities according to the 
following classes of net assets: 

 
   Without donor restrictions 

Net assets that are not subject to donor-imposed restrictions. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 
   With donor restrictions 

Net assets that are subject to donor-imposed restrictions that will be satisfied by actions of the Food 
Bank and/or the passage of time.  When a restriction is satisfied, net assets with donor restrictions 
are reclassified to net assets without donor restrictions and reported in the statement of activities as 
"net assets released from restrictions".  Contributions and investment income that are restricted 
by the donor are reported as increases in net assets without donor restrictions if the restrictions 
expire (that is, when a stipulated time restriction ends or purpose restriction is accomplished) in the 
reporting period in which the revenue is recognized. 

 
This category also includes net assets that are subject to donor-imposed restrictions that neither 
expire by passage of time nor can be satisfied by actions of the Food Bank. As of June 30, 2019 and 
2018, the Food Bank did not have any such net assets.  

 
  Use of Estimates 

Management uses estimates and assumptions in preparing financial statements.  Those estimates and 
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets 
and liabilities, and the reported revenues and expenses.  Actual results could differ from those 
estimates.   

 
  Concentration of Credit Risk 

Cash and accounts receivable represent financial instruments that potentially subject the Food Bank to 
concentration of credit risk.  The Food Bank maintains its cash at high-quality financial institutions.  At 
times, such deposits may exceed federally-insured limits.  The Food Bank has not experienced any 
losses on its deposits.  Government grants and other accounts receivable are expected to be collected 
in 2020.  The composition of contributions receivable is more fully described in Note 5. 

 
  Fair Value Measurements of Assets and Liabilities 

Accounting principles generally accepted in the United States of America ("GAAP") define fair value as 
the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date.  GAAP establishes a fair value hierarchy for 
inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use 
of unobservable inputs by requiring that the most observable inputs be used when available.  
Observable inputs are those that market participants would use in pricing the asset or liability based on 
market data obtained from sources independent of the Food Bank.  Unobservable inputs reflect the 
Food Bank’s assumptions about the inputs market participants would use in pricing the asset or liability 
based on the best information available in the circumstances.  The fair value hierarchy is categorized 
into three levels based on the inputs as follows: 

 
Level 1 – Valuations based on quoted prices in active markets for identical assets or liabilities that 
the Food Bank has the ability to access.  Since valuations are based on quoted prices that are readily 
and regularly available in an active market, valuation of these assets and liabilities does not require a 
significant degree of judgment. 

 
Level 2 – Valuations based on quoted prices in markets that are not active or for which all significant 
inputs are observable, either directly or indirectly. 

 
Level 3 – Valuations based on inputs that are unobservable, that is, inputs that reflect the Food 
Bank’s own assumptions. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 
  Accounts Receivable 

Accounts receivable represent amounts due from the County of Chester, stated at the amount the Food 
Bank expects to collect for USDA contract fees, and amounts due from local food banks for dairy 
products purchased in excess of allocated amounts.  Provision for losses on receivables is made when 
considered necessary to maintain an adequate allowance to cover bad debts.  Uncollectible receivables 
are charged against the allowance when the Food Bank determines that payments will not be received.  
As of June 30, 2019 and 2018, the Food Bank determined that no allowance for losses on receivables 
was required. 

 
  Inventory 

Inventory consists of food received from various government agencies, public donations and direct 
purchases.  Inventory is valued at lower of cost or market for purchased food, at $1.70 per pound for the 
years ended June 30, 2019 and 2018 for public donations, and published fair market values for 
government donations.  This valuation is within the range utilized by Feeding America, $1.70 per pound 
for each of the years ended June 30, 2019 and 2018. 

 
Inventory consisted of 380,000 and 361,000 pounds of food at June 30, 2019 and 2018, respectively. 

 
  Investments and Investment Income 

Investments in debt and equity securities with readily determinable fair values are reported at fair value 
as determined by quoted market prices.  Dividend and interest income is recorded as earned.  Realized 
and unrealized gains and losses are included in the statement of activities. 

 
The Food Bank invests in a professionally-managed portfolio that contains various types of securities 
(See Note 6).  Such investments are exposed to market and credit risks.  Due to the level of risk 
associated with such investments, and the level of uncertainty related to changes in the value of such 
investments, it is at least reasonably possible that changes in the near term would materially affect 
investment balances and the amounts reported in the financial statements. 

 
  Property and Equipment 

Property and equipment are recorded at cost if purchased or estimated fair value for donated items.  
Depreciation is computed on the straight-line method based on the estimated useful lives of the assets.  
Maintenance and repairs are charged to operations as incurred. 

 
  Contributions 

Contributions received are recorded as net assets without donor restrictions or with donor restrictions 
depending on the absence or existence and nature of any donor restrictions.  Unconditional promises to 
give are recognized as revenue in the period the unconditional promises to give are received.  
Conditional promises to give are recognized when the conditions on which they depend are substantially 
met. 

 
  Contributions In-Kind 

Except for food items donated by the TEFAP and SFPP, contributed food items are recorded as 
inventory at a per-pound value using a weighted average price per pound.  This weighted average is 
based on data from Feeding America.  For the years ended June 30, 2019 and 2018, the weighted 
average value for contributed food per Feeding America was $1.70 and $1.67 per pound, respectively.  
The Food bank's weighted average price per pound was $1.70 for the years ended June 30, 2019 and 
2018. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 

Donated equipment and other donated goods are recorded at their estimated fair value as of the date of 
the donation.  Contributed services, which require a specialized skill and which the Food Bank would 
have paid for if not donated, are recorded at the estimated fair value at the time the services are 
rendered.  The Food Bank also receives donated services that do not require specific expertise but 
which are nonetheless central to the Food Bank's operations.  While these contributed services are not 
reflected in the financial statements, the estimated value of these services is disclosed in Note 12. 

 
  Advertising 

Advertising costs are charged to operations when incurred.  Advertising expense was $132,646 for 2019 
and $101,080 for 2018. 

 
  Functional Allocation of Expenses 

The costs of providing various program and supporting services have been presented on a functional 
basis in the statements of activities and functional expenses.  Expenses directly attributable to a specific 
functional area are reported as expenses of that functional area.  Expenses not directly attributable to a 
specific functional area are allocated, based upon either estimates of time and effort or relative 
poundage of food distributed. 

 
  Income Tax Status 

The Food Bank is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue 
Code.  In addition, the Food Bank qualifies for the charitable contribution deduction under Section 
170(b)(1)(A) and has been classified as an organization other than a private foundation under Section 
509(a)(1). 

 
GAAP requires entities to evaluate, measure, recognize and disclose any uncertain tax positions.  
GAAP prescribes a minimum recognition threshold that a tax position is required to meet in order to be 
recognized in the financial statements.  The Food Bank believes that it had no uncertain tax positions as 
defined in the standard. 

 
  Accounting Pronouncement Adopted 

In August 2016, the Financial Accounting Standards Board ("FASB") issued ASU 2016-14, Not-for-
Profit Entities (Topic 958) – Presentation of Financial Statements of Not-for-Profit Entities.  The Food 
Bank has adjusted the presentation of its financial statements accordingly, applying the changes 
retroactively to the comparative period presented.  The new standard changes the following aspects of 
the Food Bank's financial statements: 

 
  ● The temporarily restricted and permanently restricted net asset classes have been combined into a 

single net asset class called net assets with donor restrictions. 
 
  ● The unrestricted net asset class has been renamed net assets without donor restrictions. 
 
  ● The financial statements include a new disclosure about liquidity and availability of resources (Note 

17). 
 
  Reclassifications 

Certain reclassifications have been made to the 2018 financial statements to conform to the 
presentation in the 2019 financial statements. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 
(4) PRIOR PERIOD ADJUSTMENTS 
 

The Food Bank made the following prior period adjustments to restate its net assets at July 1, 2018: 
 
      Net Assets    Net Assets  
      Without Donor With Donor  
        Restrictions   Restrictions Total 

  Balance at July 1, 2018, as previously reported $ 11,099,271 $ 265,945 $11,365,216 

  Prior period adjustments 
   To adjust contributions receivable  10,000  (40,000)  (30,000) 
   To record a liability  (2,858)  -     (2,858) 
   To capitalize the purchase of a vehicle and 
    record the related debt  476  -     476 

  Balance at July 1, 2018, as restated $ 11,106,889 $ 225,945 $11,332,834 
 

The change in net assets for 2018 was restated from a decrease of $379,703, as previously reported, to a 
decrease of $412,085. 

 
 
(5) CONTRIBUTIONS RECEIVABLE 
 

Contributions receivable at June 30, 2019 and 2018 are expected to be collected as follows: 
 
      2019 2018 

  In less than one year $140,500 $ 90,229 
  In one to five years  110,000  30,000 

       250,500  120,229 
  Less discount to present value (at 2%)  (4,310)  (784) 

      $246,190 $119,445 
 

Contributions receivable were valued using Level 2 inputs. 
 
 
(6) INVESTMENTS 
 

Investments at June 30, 2019 and 2018 consisted of the following: 
 
      2019 2018 
  Mutual and exchange-traded funds 
   Equity $ 3,078,906 $3,575,703 
   Fixed income  3,468,967  3,860,041 

      $ 6,547,873 $7,435,744 
 

Investments were valued using Level 1 inputs. 
 

Investment income consisted of the following for the years ended June 30, 2019 and 2018: 
 
      2019 2018 

  Interest and dividends $ 279,714 $ 148,023 
  Net realized and unrealized gain (loss)  (12,425)  419,650 
  Management fees  (28,531)  (28,811) 

      $ 238,758 $ 538,862 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 
(7) PROPERTY AND EQUIPMENT 
 

Property and equipment at June 30, 2019 and 2018 consisted of the following: 
 
      2019 2018 

  Land, building and improvements $ 3,982,481 $ 3,972,062 
  Vehicles   417,869  400,400 
  Equipment and furniture  637,322  630,795 

       5,037,672  5,003,257 
  Less accumulated depreciation  (1,235,816)  (1,039,394) 

   Property and equipment - net $ 3,801,856 $ 3,963,863 
 
 
(8) LINE OF CREDIT 
 

The Food Bank has a $500,000 line of credit with a local bank.  Advances on the line bear interest at a 
variable rate based on the London Interbank Offered Rate (LIBOR) for maturities of one month (5.08% at 
June 30, 2019) and are secured by substantially all of Food Bank's assets and a mortgage on the real 
estate located at 650 Pennsylvania Drive, Exton, PA. 

 
Advances outstanding on the line of credit were $470,000 at June 30, 2019 and $275,000 at June 30, 
2018. 

 
 
(9) NOTES PAYABLE 
 

Notes payable at June 30, 2019 and 2018 consisted of the following: 
 
      2019 2018 

  County of Chester Department of Community Development $250,000 $ 250,000 

  Term note payable to bank due in monthly payments of $585, 
including interest at 5.95%, through March 2021 secured by a 
vehicle with a net book value of $13,276 at June 30, 2019.  11,647  17,779 

  Term note payable to bank due in monthly payments of $332, 
including interest at 5.99%, through May 2024 secured by a vehicle 
with a net book value of $19,192 at June 30, 2019.  16,887  19,768 

       278,534  287,547 
  Less current portion  (9,564)  (9,011) 

      $268,970 $ 278,536 
 

On February 3, 2011, the Food Bank received a $250,000 loan from the Department of Community 
Development of the County of Chester ("DCD") for the partial acquisition of a property to be used as a 
community food bank.  The loan is secured by a mortgage on the Food Bank's real estate located at 650 
Pennsylvania Drive, Exton, PA. 

 
In the event the Food Bank satisfies its obligations and responsibilities in accordance with the Federal 
Community Development Block Grants Program, which includes maintaining the property as a community 
food bank for low-income persons for a period of 10 years through February 3, 2021, the loan will be 
forgiven.  If the Food Bank fails to meet its obligations, the loan will be due on demand, including interest 
from the date of disbursement to the date of repayment at a rate of 1% per year. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 

The scheduled maturities of long-term debt are as follows: 
 
  Year ending June 30, 

   2020  $ 9,564 
   2021   258,386 
   2022   3,445 
   2023   3,658 
   2024   3,481 

      $ 278,534 
 
 
(10) BOARD DESIGNATED NET ASSETS 
 

The Food Bank's Board of Directors designated $2,000,000 of unrestricted Hunger Relief Campaign funds 
and $1,000,000 of Doing More Campaign funds to a board designated fund for the use of the programs 
identified in the campaigns.  The Board approved a release of $580,000 from the board designated funds 
for the year ended June 30, 2019 to supplement funding needs for operations. 

 
 
(11) NET ASSETS WITH DONOR RESTRICTIONS 
 

Net assets with donor restrictions consisted of the following at June 30, 2019 and 2018: 
 
      July 1,   June 30, 
        2018   Additions Releases    2019    
  With purpose restrictions 

  Meals on Wheels $ 30,000 $ -    $ (30,000) $ -    
  Weekend Food Backpack Program  47,733  25,000  (47,733)  25,000 
  Fresh2You Mobile Market  33,767  19,156  (39,492)  13,431 
  Senior Food Program  -     25,000  -     25,000 
  Workforce Development  -     50,038  (38,374)  11,664 
  Prenatal boxes  5,000  9,000  (5,000)  9,000 

  With time restrictions 

  Contributions receivable  109,445  306,974  (170,229)  246,190 

      $ 225,945 $ 435,168 $(330,828) $ 330,285 
 
      July 1,   June 30, 
        2017   Additions Releases    2018    
  With purpose restrictions 

  Meals on Wheels $ -    $ 50,000 $ (20,000) $ 30,000 
  Weekend Food Backpack Program  20,000  80,128  (52,395)  47,733 
  Fresh2You Mobile Market  7,606  59,337  (33,176)  33,767 
  Senior Food Program  91,250  -     (91,250)  -    
  Prenatal boxes  -     5,000  -     5,000 
  Community needs assessment  40,000  -     (40,000)  -    
  Advertising  14,250  -     (14,250)  -    

  With time restrictions 

  Contributions receivable  214,783  101,302  (206,640)  109,445 

      $ 387,889 $ 295,767 $(457,711) $ 225,945 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 
(12) CONTRIBUTIONS IN-KIND 
 

The estimated fair value of donated food, supplies and expert services received are recorded as 
contributions.  During the years ended June 30, 2019 and 2018, the following in-kind contributions were 
received by the Food Bank: 

 
      2019 2018 
  Contributions in-kind – government: 
   Food – state $ 471,703 $ 363,251 

  Contributions in-kind – non-government: 
   Food drives  1,202,209  1,472,064 
   Growing program  212,718  299,763 
   Consulting services  1,000  4,550 
   Advertising and marketing  40,512  30,000 
   Kitchen equipment and supplies  7,792  100,000 
   Video services  5,000  -    
   Beverages  6,368  10,254 
   Miscellaneous  572  -    

       1,476,171  1,916,631 

      $ 1,947,874 $2,279,882 
 

The Food Bank also receives donated services that do not require specific expertise but which are 
nonetheless central to the Food Bank's operations.  Volunteers are integral part of the Food Bank. The 
Food Bank relies on volunteers from the community to assist in all facets of the operations from sorting, 
cleaning and repacking donated food to assisting in the office   The estimated value of these services for 
the years ended June 30, 2019 and 2018, based on the estimated dollar value of volunteer time 
calculated using the Pennsylvania Estimated Volunteer Wage rate, was $428,588 and $432,947, 
respectively.  The value of these services is not reflected in the financial statements. 

 
 
(13) RETIREMENT PLAN 
 

The Food Bank participates in a SIMPLE IRA plan covering all eligible employees.  The Food Bank's 
contributions to the plan were $18,170 in June 30, 2019 and $16,169 in June 30, 2018. 

 
 
(14) OPERATING LEASES 
 

The Food Bank leases three trucks under noncancelable operating leases that expire in June 2020 and 
April 2024.  The amount of rent expense for these vehicles, including the base fee and mileage and other 
charges, was $80,340 in 2019 and $50,555 in 2018. 

 
The minimum annual lease commitments for these leases as of June 30, 2019 are $63,816 for 2020, 
$26,556 for each of the years from 2021 through 2023, and $22,130 for 2024. 

 
 
(15) RELATED PARTY TRANSACTIONS 
 

The Food Bank received legal services from a law firm in which a member of the Food Bank's board of 
directors is a partner.  The amount of fees incurred was $8,440 in 2019.  The Food Bank did not incur any 
legal fees from this law firm in 2018. 
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CHESTER COUNTY FOOD BANK 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2019 and 2018 
 
(16) CONTINGENCY 
 

Government grants awarded to the Food Bank are subject to the funding agencies' criteria, contract terms 
and regulations under which expenditures may be charged and are subject to audit.  Occasionally, such 
audits may determine that certain costs incurred against the grants do not comply with the established 
criteria that govern them.  In such cases, the Food Bank could be held responsible for repayments to the 
funding agency for the costs or be subject to reductions of future funding in the amount of the costs.  
Management does not anticipate any material questioned costs for the grants administered during the 
year. 

 
 
(17) LIQUIDITY AND AVAILABILITY OF RESOURCES 
 

The following table reflects the Food Bank's financial assets as of June 30, 2019 and the amounts 
available within one year. 

 
  Cash   $ 218,014 
  Accounts receivable  270,419 
  Investments  6,547,873 

   Total financial assets  7,036,306 

  Less amounts not available within one year 
    Board-designated assets, excluding release approved for 
     FY 2020 operations.     (1,840,000) 
    Purpose restricted assets  (84,095) 
    Contributions receivable after one year  (105,690) 

   Financial assets available within one year $ 5,006,521 
 

As part of the Food Bank's liquidity management, it has a policy to structure its financial assets to be 
available as its general expenditures, liabilities and other obligations become due.  The Food Bank invests 
cash in excess of its requirements in a money market fund. 

 
 
(18) SUBSEQUENT EVENTS 
 

Management has evaluated subsequent events through September 27, 2019, the date on which the 
financial statements were available to be issued.  No material subsequent events have occurred since 
June 30, 2019 that required recognition or disclosure in the financial statements. 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
Board of Directors 
Chester County Food Bank 
Exton, Pennsylvania 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of Chester County Food Bank (a nonprofit 
organization), which comprise the statement of financial position as of June 30, 2019, and the related 
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to 
the financial statements, and have issued our report thereon dated September 27, 2019. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Chester County Food Bank’s 
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of Chester County Food Bank’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of Chester County Food Bank’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial 
statements will not be prevented, or detected and corrected, on a timely basis.  A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that have not 
been identified.  We did identify a deficiency in internal control described in the accompanying schedule of 
findings and responses as Item 2019-01 that we consider to be a material weakness. 
 
Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Chester County Food Bank’s financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect 
on the determination of financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
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Chester County Food Bank's Response to Finding 

Chester County Food Bank's response to the finding identified in our audit is described in the accompanying 
schedule of findings and responses.  Chester County Food Bank's response was not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it. 
 
Purpose of this Report 

This purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the organization's internal control 
or on compliance.  This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the organization's internal control and compliance.  Accordingly, this communication is 
not suitable for any other purpose. 
 

    
 
Philadelphia, Pennsylvania 
September 27, 2019 
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CHESTER COUNTY FOOD BANK 
 
SCHEDULE OF FINDINGS AND RESPONSES 
 
June 30, 2019 
 
Item 2019-01 
 
Condition:  There is a lack of segregation of duties and proper review procedures within the financial and 
accounting functions.  The director of finance prepares checks and is an authorized signor, receives and 
reviews the bank statements, prepares the bank reconciliations for which there is an inadequate subsequent 
review, and records all journal entries for which there is no subsequent review. 
 
Criteria:  Duties within the finance and accounting department should be segregated to the extent possible and 
bank reconciliations and journal entries should be reviewed and approved on a timely basis. 
 
Effect:  The lack of segregation of duties and inadequate review procedures could result in financial statement 
misstatements and misappropriation of assets. 
 
Cause:  There is a limited number of personnel in the finance and accounting department. 
 
Recommendation:  The director of finance should not be permitted to sign checks and the incompatible duties 
described above should be segregated to the extent possible by having the executive director or a member of 
the board of directors sign checks, review and approve bank reconciliations, and review and approve journal 
entries. 
 
View of Responsible Officials and Planned Corrective Actions:  Chester County Food Bank agrees with the 
finding and will segregate the incompatible duties to the extent possible and will implement procedures such that 
bank reconciliations and journal entries are reviewed and approved. 
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