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INDEPENDENT AUDITOR’S REPORT S0 468 4001

www.btcpa.com

April 27, 2016

Board of Township Supervisors
East Norriton Township
East Nomiton, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial sialements of the govemmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of East Norriton Township, East
Norriton, Pennsylvania, as of and for the year ended December 31, 2014, and the related notes fo the
financial statements, which collectively comprise the Township’s basic financial statements as listed in the
able of contenis.

M menft’ Ibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial stalements in
accordance with accounting principles generally accepied in the United States of America; this includes
the design, implementation, and maintenance of infemal control relevant fo the preparation and fair
presentation of financial statements that are free from material misstatement, whether due fo fraud or

efror.

Auditor's Responsibility

Our responsibility is fo express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted In the Unifed Siates of America and
the standards applicable to financial audits contained in Government Audifing Standards, Issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obidin reasonable assurance about whether the financial sialements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounis and disciosures in
the financlal statements. The procedures selected depend on the auditor's judgment, Including the
assessment of the risks of material misstatement of the financial stalements, whether due fo fraud or error.
In making those risk assessments, the audttor considers infemal control relevant to the Township's
preparation and fair presentation of the financial statements in ordler to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Township's infemal conirol. 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.

BARBACANE
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CERTIFIED PUBLIC ACCOUNTANTS



Board of Township Supervisors
East Norriton Township

We belleve that the audit evidence we have obtained is sufficient and appropriate to provide a basls for
our audit opinions.

Oplnions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financlal position of the govermnmental activities, the business-type acfivities, each major fund,
and fhe aggregale remaining fund Information of East Norrion Township, East Noniton, Pennsylvania, as of
December 31, 2014, and the respective changes in financial position and, where applicable, cash flows
thereof, and the respective budgetary comparison for the General Fund for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As described In Note 1 o the tinancial statements, in 2014, the Township adopted new accounting
guidance, GASB Statement No. 67, "Financlal Reporting for Penslon Plans.” Our opinlon is not madified

with respect to this maiter.
Other Matlters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 4 through 12 and pension funds schedule of changes in the net pension
liability and related ratlos, and schedule of contributions on pages 50 through 51 be presented fo
supplement the basic financial statements. Such Information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who consliders it to be an
essenfial part of financial reporting for placing the basic financial stafements in an appropriate
operational, economic, or historical.context. We have applied certain limited procedures fo the required
supplemeniary Information In accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we oblained during our audit of the basic financial siatements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence o express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise East Norriton Township’s basic financial statements. The budgetary comparison statements for
the other governmental funds and capital projects fund are presented for purposes of additionai analysls
and are not a required part of the basic financial statements.

The budgetary comparison statements are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial
statlements. Such information has been subjected to the auditing procedures applied In the audif of the
basic financial siatements and certain additional procedures, including comparing and reconclling such



Board of Township Supervisors
East Noriion Yownship

information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themseives, and other additional procedures in
accordance with auditing standards generally accepted In the Unlted States of America. In our opinion,
the budgetary comparison statements are fairly stoted, in all material respects, in relation to the basic
financlal statements as a whole.

Other Reporling Required by Government Auditing Standards

In accordance with Government Audifing Standards, we have also issued our report dated April 27, 2015
on our consideration of East Norriton Township'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 festing of intemat control over financial
reporting and compliance and the results of that testing, and not fo 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 East Noriton Township's internal control
over financial reporting and compliance.

64«&%#:—,% 1& LLP

BARBACANE, THORNTON & COMPANY LLP



EAST NORRITON TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

YEAR ENDED DECEMBER 31, 2014

This section of East Noriton Township's annual financlal report presents discussion and analysis of the
Township's financlal performance during the fiscal year ended December 31, 2014. Please read it In
conjunction with the Township’s financlal statements, which immediately follow this section.

FINANCIAL HIGHLIGHTS

East Norrriton Township had posifive financial results in 2014 resuliing from an improving local
economy. The Township's General Fund finished 2014 with o surplus of $433,497 and increased iis
unossigned fund balance. East Noriton Township receives the majorlly of its operating revenues from
Act 511 Taxes (Eamed Income, Business Privilege, Local Services, and Real Estate Transfer Taxes) and
Real Estate Taxes. Act 511 Taxes all had very strong performance In 2014. Eamed Income Taxes
fotaled a record at nearly $2.76 million, while Business Privilege Taxes generated nearly $946,000;
ond Local Services Taxes over $431,000. These revenue sources exceedsd budgeted projections by
over $810,000. Real Estate Transfer Taxes also had a skong year generating over $487,000, due to
unexpected commercial transactions that fook place in 2014. The Township continued fo have a
strong Real Estate Tax collection rate of 98 percent in 2014. The Township collected nearlv $1.66
milllon in General Fund Real Estate Taxes and over $2.6 million across all funds.

The Township monitors its expenditures closely throughout the year and aims to keep expenditures
below budgeted levels If at all possible. In 2014, the Township kept General Fund expenditures over

$331,000 or 4.1 percent below budget,

The Townshlp consistently receives o significant amount of revenues each year in the form of
Pennsylvania Siate grants. These annual revenues are Liquid Fuels Grant, Pension Slate Aid Grant,
Recycling Performance Grant, and the Fireman's Rellef Fund Grant. Liquid Fuels revenues increased
over elght percent versus 2013; 2014 was the fiist year in a series of annual increases in Liquid Fuels
revenues to municlpalities under Act 89. Also in 2014, the Township continued to recelve funding for
the School Resource Officer Grant program from the Commonwealth of Pennsylvania and the

Norristown Area School District.

Under the regulations of Act 209, the Township continues to receive funds.from the Traffic Impact Fees
which are assessed fo new developments in the Township. These funds are used fo upgradefimprove
the various infersections and roadways throughout the Township to accommodate the increasing
volume of traffic which these new developments generate. Under the Township’s Subdivision and
Land Development Code, a Parks and Recreation Fee is required from developers. When a property
goes through the development process, the developer is required to provide to the Township 10
percent of usable land for Parks and Recregation purposes. If the developer is not able fo provide the
land or the Township Is agreeable {o a fee In lieu of land, the Code requires that 10 percent of the raw
value of the entire property be funded fo the Township. These funds may only be used for Parks and
Recreation capital purposes. Some projects in 2014 that utilized these funds include upgrades to

Stanbridge Street Park and Old Arch Road Park.



EAST NORRITON TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D
YEAR ENDED DECEMBER 31, 2014

Also under the Township's Subdivision.and Land Development Code, a Sanitary Sewer Connection Fee
Is required for all new connections to the Township's. public sanitary sewer system. These funds are
authorized by State legisiation and may only be used for capital improvements o the sanitary sewer
system. In order to maximize the value of these fees, the Township occasionally negotiates the
payment of these fees In lieu of developers performing sanitary sewer projects for the Township.

East Norrifon Township continues to provide health insurance coverage to full-fime employees through
the Delaware Valley Health Trust (“DVHT"). Township employees have a choice of coverage, which
include HMO or PPO hedlth insurance plans. Non-uniformed employees who choose to be covered
under the lower deductable PPO plan or the lower co-pay HMO plan must pay the difference
between thelr chosen plan premium and Township's standard HMO plan. Also, the Township
continued Its program to reimburse in lleu of an employee and family being covered under the
Township’s health and dental Insurance coverage. In 2014, the Township saved over $166,000
(reimbursement costs vs. potential insurance premium costs).

East Nomiton Township provided ail non-uniformed employees with ¢ 1.0 percent wage Increase in
2014. In accordance with the police contract, all swom police personnel also received a 3.0 percent
Increase in 2014, The police employee contiibutions to the Police Pension Plan were five percent,
and the non-uniformed employees’ contributions to the Employee Pension Plan were also five percent.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report conslsts of three pars: management's discussion and analysis (this sertion), the
basic financial statements, and required supplementary information. The basic financial statements
include two kinds of statements thot present different views of the Township:

+ The firsi two statements are government-wide financial siatemenis that provide both short-term
and long-ferm information about the Township’s overall financial status.

« The remaining statements are fund financial stalements that focus on individual parts of the
Township, reporfing the Township's operations in more detall than the govemment-wide
statements.

e The Governmental Funds statements tell how basic services, such as public safely and
highways and streels, 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
the Township operates like businesses, such as sewer operations.

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



EAST NORRITON TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D

YEAR ENDED DECEMBER 31, 2014

The financial statements also include notes that explain some of the information in the statements and
provide more defailed data. The statements are followed by a section of required supplementary
Information that Includes pension and OPEB data and other supplementary information that further
explains and supporis the financial siatements with a comparison of the Township’s budget for the
year. Figure A-1 shows how the various parts of this annual report are ananged and related fo one

another.
Figure A-1
Organization of the East Norriton Township Annual Financial Report
1
Management's Basic Required
Discussion Financial Supplementary
and Analysis Statements Information
Government-
Wide Fund Notes to the
Financial Financial Basic Financial
Statements Statements Statements
Summary < > Detail

Figure A-2 summarizes the major features of the Township’s financial statements, including the portion
of the Township’s activities they cover and the types of Information they contain. The remainder of this
overview section of management's discussion and analysis highlights the structure and contents of

each of the statements.




EAST NORRITON TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D

YEAR ENDED DECEMBER 31, 2014

ll Figure A-2

Major Features of the Government-Wide and Fund Financial Statements

Fund Financial Statements

long-term liabilities
included

Government-wide Governmental
Statements Funds Proprietary Fund Fiduciary Funds
Scope Entire Township The activities of the | Activities the Instances in which
(except Fiduciary Township that are Township operates | the Township
Funds) not proprietary or similar to private administers
fiduciary businesses: Sewer | resources on behalf
Revenue Account of someons else,
such as pension
plans
Required o Statement of Net | ¢ Balance Sheet » Statementof Net | « Statement of
financial Position e Statement of Position Fiduciary Net
statements + Statement of Revenues, * Statement of Position
Activities Expenditures, Revenues, s Statement of
and Changes in Expenses, and Changes in
Fund Balances Changes in Net Fiduciary Net
(Deficit) Position Position
e Statement of
Cash Flows
Accounting Accrual accounting | Modified accrual Accrual accounting | Accrual accounting
basis and and economic accounting and and economic and economic
measurement | resources focus current financial resources focus resources focus
focus focus
Type of All assets and Generally assets All assets and All assets and
asset/liability liabilities, both finan- | expected to be used | liabilities, both liabilities, both short-
information cial and capital, up and liabilities that | financial and capital, | term and long-term;
short-term and long- | come due during and short-term and | funds do not
term the year or soon long-term currently contain
there-after; no capital assets,
capital assets or although they can

Type of inflow/
outflow
information

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

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

payable

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

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




EAST NORRITON TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D

YEAR ENDED DECEMBER 31, 2014

Govemmeni-wide Slalements

The government-wide statements report information about the Township as @ whole using accounting
methods similar to those used by private-secior companies. The statement of net position includes all
of the Township's assets, deferred outflows of resources, liabllitles, and defemed inflows of resources.
All of the cument year's revenues and expenses are accounted for in the stalement of aclivities

regardiess of when cash is recelved or paid.

The two government-wide statements report the Township’s net position and how i has changed. Net
position-the difference between the Township's assets and defemed ouiflows of resources, and
liabilites and deferred inflows of resources—Is one way fo measure the Township's financial health or

position.

« Over time, increases or decreases In the Township’s net position are an Indicator of whether its
financial position Is Improving or deteriorating, respectively.

s To assess the Township's overall hedlth, you need to consider additional nonfinancial factors,
such as changes in the Township’s properly fax base and the condition of highways and other

infrastructures.

in the government-wide financial statements, the Township's activities are divided info two categories:

¢ Govemmental Aclivities: Most of the Township's baslc services are included here, such as
general govemment, public safety, and public services.

e Businesstype Actlvities: The Township charges fees to help it cover the costs of certain services
It provides. The Township’s Sewer Revenue Fund is included here.

Fund Financial Stolements

The fund financial statements provide more detailed Information about the Township’s funds, focusing
on its most significant or “major” funds-not the Township as a whole. Funds are accounting devices
the Township uses to keep track of specific sources of funding and spending on particular programs:

* Some funds are requited by state law and by bond covenants.

e The Township establishes other funds to control and manage money for paricular purposes
(such as repaying Its long-term debis) or to show that it Is properly using certain revenues (such

as federal grants).
The Township has three kinds of funds:

« Govemmental Funds: Most of the Township's basic services are included in Governmental
Funds, which generally focus on (1) how cash and other financial assets that can readily be
converted to cash flow in and out and (2) the balances left at year-end that are available for
spending. Consequently, the Governmental Funds statemenis provide a defalled shori-term
view that helps you determine whether there are more or fewer financial resources that can
be spent in the near future fo finance the Township's programs. Because this Information does
not encompass the additional long-ferm focus of the government-wide statements, additional
information explains the relationship (or differences) between them.



EAST NORRITON TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D
YEAR ENDED DECEMBER 31, 2014

» Proprietary Fund: Services for which the Township charges a fee are generdlly reported in the
Proptistary Fund. The Proprieiary Fund is reported In the same way as the govemnment-wide
statements. The Township’s Enterprise Fund (one type of Proprietary Fund) is the same as ifs
business-type activities but provides more detall and additional information, such as cash

flows.

o Fiduclary Funds: The Township is the trustes, or fiduciary, for assets that belong to others, such
as the pension plons. The Township Is responsible for ensuring that the assefs reported in these
funds are used only for their Intended purposes and by those fo whom the assels belong. The
Township excludes these activities from the government-wide financlal statements because it
cannoi use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Over the past several years, the Township’s assessed valuation has increased slightly annually. The
increases in assessed valuation have helped keep Real Estate Tax revenues relatively stable. In
addition, the Township achleved a Real Estate Tax collection rate of 98 percent of lis iax levy in 2014.

Figure A-3

Current and other assets
Capital assets, net
Total Assets

Deferred charge on
refunding

TOTAL ASSETS AND
DEFERRED OUTFLOWS
OF RESOURCES

Long-term debt outstanding
Other liabilities
TOTAL LIABILITIES

Net investment in capital
Assets

Restricted

Unrastricted

TOTAL NET POSITION

Condensed Statements of Net Position (In Thousands of Dollars)
Total
Percentage
Governmental Activities  Business-type Activities Total Township Change
2014 2013 2014 2013 2014 2013 20132014
$ 5001$% 4544 § 2072 3 2278 $ 7073 $ 682  368%
10,853 10,409 1,683 1,602 12,536 12,101 3.60%
15,854 14,953 3,755 3,970 19,609 18,923  3.63%
18 26 - - 18 26 (30.76)%
15,872 14,979 - 3,970 19,627 18949  3.58%
3,502 3,636 - - 3,502 3636 (121%
50 368 28 7 378 375 80%
3.942 4,004 28 7 3,970 4011 (1.02)%
8,851 6,974 1,683 1,692 10,534 8666  21.55%
552 1,170 - - 552 1,170 (52.82)%
2,527 2,831 2,044 2,271 4,571 5102  (10.41)%
$ 11030 $ 10975 $ 3727 $§ 3963 § 15657 $ 14,038  4.81%




EAST NORRITON TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D

YEAR ENDED DECEMBER 31, 2014

Figure A-4
Changes in from Operating Results Net Position (In Thousands of Dollars)
Total
Percentage
Govemmental Activities Business-type Activities Total Township Change
2014 2013 2014 2013 2014 2013 2013-2014
REVENUES
Program revenues:
Charges for services $ 694 § 46 $ 3041 § 3660 $ 3735 $ 3,706 .78%
Operating grants and
contributions 796 428 - - 796 428 .86%
General revenues:
Taxes 7,339 7,007 - - 7.339 7,007 4.74%
Other 811 1,847 13 13 824 1,860 (55.70)%
TOTAL REVENUES 9,640 9,328 3.057 3,673 12,694 13,001 {2.3N)%
EXPENSES
General government 1,600 1,255 - - 1,600 1,265 27.50%
Public safety 5574 3,667 - - 5,574 3667  52.00%
Highways and streets 1,494 1,072 - - 1,494 1,072 39.37%
Culture and recreation 689 564 - - 689 564 22,16%
Miscellaneous - 2,387 - - - 2,387 (100.00)%
Interest expense 125 114 - - 125 114 9.65%
Sewer operations - - 2,493 2,049 2,493 2,049 26.67%
Transfers (797) (827) 797 B27 - - 0.00%
TOTAL EXPENSES 8,685 8,232 3,290 2,876 11,975 11,108 7.81%
CHANGES IN NET POSITION $ 995 § 1,006 $§  (236) § 797 § 719 § 1,893 (62.02)%

Business-ype Aclivities

East Norriton Township conlinues to be the ownér and operator of the sanlfary sewer collection system.
In 2010, the Township negotiated a Consent Order and Agreement with the Pennsylvania Depariment
of Environmental Protection ("PADEP"). This agreement specified the methodology the Township will
employ to repair the Germantown Pike force main and established milestone dates o complete the

project.

The Township also_has an ongoing inspection program. The Township has been and will continue o
inspect sewer laterals whenever a house is sold in the Township. The Township has also begun
inspecting and televising the private sewer laterals for residential properties in other areas of the

Township.

East Norriton Township confinued Its Road Improvement Program utilizing Liquid Fuels Grant revenues.
In 2014, the Township resurfaced existing roadways including Old Arch Road, Lisa Road, Baldwin
Avenue, and Mark Lane. The Road Improvement Program will continue in the future, ufilizing the
annual Liquid Fuels funds from the Commonwealth of Pennsylvania. As noted earlier, Pennsylvania Act
89 has started, and Is expected fo continue fo generate additional Liquid Fuels funds the Township will

use to Invest In is Infrastructure.

-10-



EAST NORRITON TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D
YEAR ENDED DECEMBER 31, 2014

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

At the completion of each calendar year, an audit is performed on the financlal statements of the
Township to provide reasonable assurance that the financial statements do not contain any material
misstatements. East Nonifon Township provides the appropriate funding within the annual budget for
various projects. The Board of Supervisors, which is the legisialive body of local government,
approved the 2014 budget on December 10, 2013. As part of the annual budget process, the Board
of Supervisors review multi-year financlal projections of the Township’s General Fund.

The Board of Supervisors reviewed the revenues and expenditures throughout the year including the
approval of the Township’s Statements of Expenditures and the Treasurer's Report at each monthly
public meeting. In addition, Township staff provides the Board of Supervisors with quarterly financial
updates Including any amendments fo the adopled budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assels

East Norriton Township continued its Road Improvement Program utilizing Liquid Fuels Grant revenues.

Figure A-5 _
Capital Assets (Net of Depreciation, In Thousands of Dollars)
Total
Percentage
Governmental Activiies Business-type Activities Total Township Change
2014 2013 2014 2013 2014 2013 2013-2014
Infrastructure $ 4022 % 4922 § - % -$ 4922 § 492 0.00%
Land and improvements 6,648 6,624 - - 6,648 6,624 (5.63)%
Buildings and building
improvements 2,457 2,436 206 206 2,663 2,642 80%
Equipment and machinery 2,526 2,456 8,183 8,082 10,719 10538  1.72%
Automobiles and trucks 2,602 1,900 172 172 2,774 2,072 33.88%
Accumulated depreciation (8,302) (7,929) (6,888) (6,668) {15,180) (14,697) 1.86%
TOTAL $ 10853 § 10400 $ 1683 $ 1,692 $§ 12536 § 12,101 3.63%
Long-Term Debt

Real Estate Tax and sewer utility billing revenues are utilized for repayment of long-term debt. In 2010,
East Norriton Township refinanced its 2004 Bond Issue and experienced a one-time savings of about
$100,000. In addition to refinancing, the Township also added about $1,000,000 of additional debt

for funding the Germantown Pike force main project.

-1-



EAST NORRITON TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) - CONT'D

YEAR ENDED DECEMBER 31, 2014

In 2005, the East Norriton-Plymouth-Whitpain Joint Sewer Authorily Issued an approximately $16 miillon
bond issue for the upgrade and capital Improvements of the Authority’s treaiment system. In 2013,
the Joint Sewer Authority Issued another $23 million bond issue for necessary capital upgrades to
comply with environmental regulations and to restructure the 2005 debt. East Normiton Township is
obligated to fund 1/3 of the annual bond payments to the Joint Sewer Authority, which totaled nearly

$470,000 in 2014.

Fiqure A-6
Outstanding Long-Term Debt (In Thousands of Dollars)
Total
Percentage
Total Township Change
2014 2013 2013 - 2014
General obligation bonds $ 2,470 $ 3,025 (18.35)%
Net OPEB Obligation 216 118 83.05%
Capital leases 780 369 111.38%
Compensated absences 92 83 10.84%
$ 3,558 $ 3,595 (1.03)%

FACTORS BEARING ON THE TOWNSHIP'S FUTURE

As noted eatlier, the Township relies mainly on the revenues generated by Act 511 and Real Estate
Taxes to fund its general operations. While the local economy has shown signs of improvement, the
growth of the Township’s tax base In the past has lagged behind fast rising expenditures such as
pension and health care cosis. The health and growth of the local economy and tax base moving
forward will play a significant role in the future financial condition of the Township.

Also, In 2014 the Township continued to incur significant legal expenses as if defends a challenge
from an entity that wants to install and operate large electronic billboards throughout the Township. At
this time it is unknown how long or costly this litigation will be in future years, but the Township spent
over $319,000 over the past four years. Based on the experience of other jurisdictions facing similar
legal challenges, the Township is budgeting another $75,000 in 2015 fo fund these legal costs.

CONTACTING THE TOWNSHIP'S FINANCIAL MANAGEMENT

This financlal report is designed to provide the Township’s citizens, faxpayers, customers, and creditors
with a general overview of the Township’s finances and to demonsiraie the Township’s accountability
for the money It receives. If you have questions -about this report or need additional financial
information, contact the Finance Depariment at 2501 Stanbridge Street, East Norriton, PA 19401-1616.

-12-




EAST NORRITON TOWNSHIP

STATEMENT OF NET POSITION
DECEMBER 31, 2014
Governmental Business-type
Activities Activities
ASSETS AND DEFERRED QUTFLOWS
OF RESOURCES
ASSETS
Current Assets:
Cash and cash equivalents $ 3,736,264 $ 703,456
Cash - restricted 1,105,766 -
Internal balances 24,794 (24,794)
Taxes recelvable 133,228 & -
Sewer rents receivable - 1,302,916
Other receivables 1,225 - -
Total Current Assets 5,001,277 2,071,578
Noncurrent Assets:
Infrastructure (highways) 4,921,823 -
Land 1,479,105 -
Site improvements 5,169,214 -
Sewer systems - 5,108,126
Buildings and building Improvements 2,457,354 2,402,339
Equipment and machinery 2,525,810 888,226
Vehicles 2,602,381 174,747
Accumulated depreciation (8,302,338) (6,887,535)
Total Noncurrent Assets 10,853,349 1,682,903
TOTAL ASSETS 15,854,626 3,154,487
DEFERRED OUTFLOWS OF RESOURCES
Deferred amounts on bond refunding 17,563 -
TOTAL DEFERRED QUTFLOWS OF RESOURCES 17,563 -
TOTAL ASSETS AND DEFERRED OUTFLOWS
OF RESOURCES $ 15,872,189 ] 3,754,481
LIABILITIES AND NET POSITION
LIABILITIES
Current Liabilities:
Accounts payable $ 86,114 $ 14,657
Accrued interest 26,680 -
Payroll and withholding taxes payable 137,012 13,058
Escrow deposits 100,408 -
Capital lease payable 172,839 -
Bonds payable, net of premlum 576,244 -
Total Current Liabllities 1,080,287 27,716
Noncurrent Liabilities:
Compensated absences 92,184 -
Capital lease payable 606,924 -
Bonds payable, net of premium } WDV 1,928,100 -
Other post-smployment benefits obligation 1% \\ ] ¥ 215,618 -
Total Noncurrent Liabilities 2,842 826 -
TOTAL LIABILITIES 3,942,123 27,715
NET POSITION
Net investment in capital assets - N\ V‘)‘ 8,851,213 1,682,903
Restricted B2 Y -k’ 552,456 £L3% -
Unrestricted (-# : ,Ja»“ 5 2,526,307 2,043,863
TOTAL NET POSITION v c<- 11,830,066 3,726,766
TOTAL LIABILITIES AND NET POSITION !ﬁ l"h ]g ‘ $ 15,872,189 $ 3,754,481
A

P

The accompanying notes are an integral part of these financial statements.
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Total

$ 4,529,720
1,105,766

133,228
1,302,916
-1,225
7,072,855

4,921,623
1,479,105
5,169,214
5,108,126
4,850,603
3,414,036
2,774,128
(15,189,873)
12,536,262
19,609,107

17,563
17,663

5 10026670

$ 100,771
26,680
150,070
100,408
172,839
576,244
1,127,012

92,184
606,924
1,928,100
215,618

2,842,826
3,869,838

10,634,116
552,456
4,570,260

15,656,832
3 10626870
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EAST NORRITON TOWNSHIP
RECONCILIATION OF BALANCE SHEET - GOVERNMENTAL FUNDS
TO STATEMENT OF NET POSITION
DECEMBER 31, 2014

TOTAL FUND BALANCES - GOVERNMENTAL FUNDS $ 4,677,743

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

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported as assets in the

governmental funds. 10,853,349
Some liabilities are not due and payable in the current period
and, therefore, are not reported in the funds.

Capital lease $ (779,763)

Accrued interest (26,680)

Compensated absences (92,184)

Other post-employment benefits obligation {215,618)

Bonds payable, net (2,504,344) (3,618,589)
Refunded and new debt resulted in deferred charges which
will be amortized over the life of the new debt but do not
represent current rights. 17,563
TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES $ 11,930,066

~

The accompanying notes are an integral part of these financial statements.
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EAST NORRITON TOWNSHIP
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2014

TOTAL NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS $ 585,717

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 cost of those assets is capitalized and allocated over their
estimated useful lives as depreciation expense. This is the effect of these differences:

Capital outlays $ 880,109
Loss on disposal (18,568)
Depreciation expense (426,835) 444,706

Capital lease proceeds are reported as financing sources in the governmental funds
and, thus, contribute to the change in fund balance. In the statement of net position,
however, incurrence of a capital lease increases long-term liabllities and does not
affect the statement of activities. Similarly, repayment of principal is an expenditure
the govemmental funds but reduces the liability in the statement of net position. This
is the amount by which capital lease proceeds of $576,030 exceeded capital lease

repayments of $165,568. (410,462)

Because some property taxes will not be collected for several months after the Town-
ship's fiscal year ends, they are not considered as "available” revenues in the govermn--
mental funds. Deferred inflows of resources decreased by this amount this year. (84,614)

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 financlal resources.
In the statement of activities, however, inferest expense is recognized as the interest
accrues, regardiess of when it is due. (265,680)
Bond proceeds are reported as financing sources in governmental funds and, thus,

contribute fo the change In fund balances. In the statement of net position, however,

issuing debt increases long-term liabilities and does not affect the statement of

activities. Similarly, repayment of principal is an expenditure in the governmental

funds but redues the liability in the statement of net position.

Bond issuance premium 6,244
Deferred refunding (8,785)
Principal repayments 555,000 552,459

In the statement of activities, certain operating expenses—compensated absences
{vacations and sick leave) and special termination benefits (early retirement)-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 is the amount by
which current period amounts eamed exceeded current period compensated

absences paid.

Compensated absences {8,991)
Other post-employment benefits (97,412) (106,403)

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 954,723

The accompanying notes are an integral part of these financial statements.
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EAST NORRITON TOWNSHIP

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2014

REVENUES
Taxes:
Real estate
Real estate - transfer
Eamed income
Business privilege tax
Local services tax
Other
Licenses and permits
Fines, forfeits, and permits
Interest, dividends, and rents
Intergovernmental revenues
Charges for serviceffees
Miscellaneous revenue/other
TOTAL REVENUES

EXPENDITURES

General government

Public safety

Highways and streets

Culture and recreation

Miscellaneous:
Payroll taxes and employee benefits
Insurance

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Cash carry over

Interfund transfeér out

Interfund transfer in

TOTAL OTHER FINANCING SOURCES
NET CHANGE IN FUND BALANCE

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

Variance with
Original ~ Final Actual Final Budget
Budgeted Budgeted (Budgetary Positive
Amounts Amounts Basis) {Negative)
$1,672,000 $1,672,000 $1,659,144 $ (12,856)
250,000 370,750 487,659 116,909
2,175,000 2,175,000 2,758,572 583,572
800,000 800,000 945,853 145,853
350,000 350,000 431,126 81,126
- - 110,926 110,926
673,250 673,250 872,958 199,708
81,000 81,000 81,653 653
450 450 1,453 1,003
439,442 439,442 356,770 (82,672)
45,000 46,600 43,528 (3,072)
83,700 96,700 190,777 94,077
6,569,842 6,705,192 7,940,419 1,235,227
1,144,959 1,229,209 1,091,137 138,072
3,602,633 3,705,633 3,696,814 8,818
657,701 595,801 766,673 (170,872)
15,000 15,000 15,000 -
2,385,135 2,385,135 2,030,106 366,029
44,787 44,787 44,787 -
7,840,215 7,975,565 7,644,517 331,048
(1,270,373) (1,270,373) 295,902 1,566,275
1,132,422 1,132,422 - (1,132,422)
(348,671) {348,671) (349,027) (356)
486,622 486,622 486,622 -
1,270,373 1,270,373 137,595 (1,132,778)
$ - $ - 433,497 $ 433,497
2,419,694
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EAST NORRITON TOWNSHIP
STATEMENT OF NET POSITION - PROPRIETARY FUND

DECEMBER 31, 2014
Sewer
Fund
ASSETS
Current Assets:
Cash and cash equivalents $ 793,456
Sewer rents receivable 1,302,816
Total Current Assets 2,096,372
Noncurrent Assets:
Depreciable capital assets, net 1,682,903
Total Noncurrent Assets 1,682,903
TOTAL ASSETS $ 3,779,275
LIABILITIES AND NET POSITION
LIABILITIES
Current Liabilities:
Accounts payable $ 14,657
Accrued payroll 13,058
Due to other funds 24,794
Total Current Liabilities 52,509
Total Liabilities 52,509
NET POSITION
Net investment in capital assets 1,682,903
Unrestricted 2,043,863
Total Net Position 3,726,766
TOTAL LIABILITIES AND NET POSITION $ 3,779,275

The accompanying notes are an integral part of these financial statements,
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STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION - PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2014

OPERATING REVENUES:
Fees
Total Operating Revenues

OPERATING EXPENSES:
Administration
Contracted services
Depreciation
Repairs and maintenance
Salaries and wages
Supplies
Utilities
Total Operating Expenses

OPERATING INCOME

NONOPERATING REVENUE:
Interest income

INCOME BEFORE TRANSFERS

TRANSFERS
Transfers out

CHANGE IN NET POSITION

EAST NORRITON TOWNSHIP

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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Sewer
Fund

$ 3,040,791

3,040,791

136,377
1,582,387
119,596
93,936
328,809
28,850
202,485

2,492,450

548,341

13,029

561,370

(797,014)

(235,644)

3,962,410

$ 3,726,766



EAST NORRITON TOWNSHIP
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers

Cash payments to suppliers for goods and services
Cash payments to employses for services

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Transfers out .
NET CASH USED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of capital assets

Interest received
NET CASH USED BY INVESTING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
Decrease in sewer rents receivable
Increase in due to other funds
Increase in accounts payable
NET CASH PROVIDED BY OPERATING ACTIVITIES

The accompanying notes are an integral part of these financial statements.

Sewer
Fund

$ 3,275,534
(2,017,356)

(328,809)
929,369

797,014
(797,014)

(110,930)
13,029

(97,901)
34,464

759,002

793,456

$ A

$ 548341

119,596
234,743
6,352
20,337

$ 929369



EAST NORRITON TOWNSHIP
STATEMENT OF NET POSITION - FIDUCIARY FUNDS
DECEMBER 31, 2014

Pension Health

Trust Funds Benefits Fund
ASSETS
Cash and cash equivalents $ 563,718 $ 753,042
Investments 15,424,132 -
TOTAL ASSETS $ 15,987,850 $ 753,042
LIABILITIES AND NET POSITION
Annuities payable $ 52,932 $ -
NET POSITION
Held in trust for pension benefits and other purposes 15,934,918 753,042
TOTAL LIABILITIES AND NET POSITION $ 15,987,850 § 753.042

The accompanying notes are an integral part of these financial statements.
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EAST NORRITON TOWNSHIP
STATEMENT OF CHANGES IN NET POSITION - FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2014

Pension
Trust Funds

ADDITIONS

Contributions - Employee $ 531,593
Contributions - State 274,960
Contributions - Employer 208,697
Investment Income 781,781
TOTAL ADDITIONS 1,797,031
DEDUCTIONS

Benefits paid 1,021,213
Administrative expenses 38,526
TOTAL DEDUCTIONS 1,069,739
CHANGE IN PLAN NET POSITION 737,292
NET POSITION, BEGINNING OF YEAR 15,197,626
NET POSITION, END OF YEAR $ 15,034,918

The accompanying notes are an integral part of these financial statements.
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Heaith

Benefits Fund

17
29,100
3,500
32,600

(32,429)

785,471

$ 753,042



NOTE 1

EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Township of East Nomiton complies with generally accepted accounting principles ('GAAP").
GAAP Inciudes all relevant Governmental Accounting Standards Board ("GASB") pronouncements.
The accounting and reporting framework and the more significant accounting policies are
discussed in subsequent subsections of this Note.

eporting Enti

Financial accountability is defined in GASB Statement No. 14, "The Financial Reporling Entity," as
amended by GASB Statement No. 61. The Township is financially accountable for legally separate
organizafions If it appoints a voting majority of the organization's board and (1) it is able to impose
its will on that organization; or (2) there Is a potential for the organization to provide specific
financial benefiis to, or impose specific financial burdens on, the Township. The Township also may
be financlally accountabile If an organization is fiscally dependent on the Township regardiess of
whether the organization has a separately elected governing board, a governing board appointed
by a higher level of government, or a Jointly appointed board.

The Township has determined that no other oulside agency meels the above criteria and, therefore,
no other agency has been included as a component unit in the Township's financial statements. in
addition, the Townshlip Is not aware of any entity which would exercise such oversight which would
result in the Township being considered a component unit of the entily.

Basis of Presentation
Entity-wide Financlal Statemeni's

The statement of net position and the statement of activities display information about the Township
as a whole. These statements distinguish between activities that are governmental and those that
are considered business-type. These statements exclude fiduclary activities such as pension funds.

The entity-wide financial statements are prepared using the economic resources measurement
focus and the accrual basis of accounting as further defined under proprietary funds below. This is
the same approach used in the preparation of the proprietary fund financial statements but differs
from the manner in° which governmental fund financial statemenis are prepared. Therefore,
govemmental fund financial stalements include a reconciliation with brief explanations to better
Identify the relationship between the entity-wide statements and the statements of governmental

funds.

The enlity-wide statement of activities presents a comparison between expenses and program
revenues for each different identifiable aclivity of the business-type activities of the Township and
for each govemnmental program. Expenses are those that are specifically associated with a service
or program and, therefore, are clearly identifiable fo a particular function. Program revenues
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NOTE 1

EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

include charges paid by the reciplents of the goods or services offered by the programs, and
grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function. Revenues which are not classified as program revenues are presented as
general revenues. The comparison of program revenues and expenses identifles the extent to
which each function is self-financing or draws from the general revenues of the Township.

Internal activity is limited to interfund transfers which are eliminated to avoid “doubling up" revenues
and expenses. Net position is reported as restricted when constrainis placed on net position use
are elther extemally imposed by creditors (such as through debt covenants), grantors, contributors,
ot laws or regulations of other goverments, or imposed by law through constitutional provisions or
enabling legisiation. The net position resiricted for other purposes results from speclal revenue and
capital projects funds and the restrictions on thelr net position use.

Fund Financial Siatements

Fund financial statemenis report detfailed information about the Township. The focus of
govermnmental and enterprise fund financial statements is on major funds rather than reporling funds
by type. Each major fund is presented in a separate column. The two major governmental funds
are each presented in a single column on the governmental fund financial staiements. The
nonmdajor govemnmental funds are presented in d single column on the govemmental fund
financial statements. Fiduciary fund financial statements are represented by fund type.

The Township reports the following major governmental funds:

s The General Fund Is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required fo be accounted for In another

fund.

*  The Caplial Projects Fund accounts for the resources accumulated for future capital projects.

* The Debt Service Fund is used to account for resources accumulated to pay for debt service
expenditures of the Township.

The Nonmajor Governmental Funds cre used fo account for the proceeds of specific revenue

sources that are restricted to expenditures for specified purposes. Included in these funds are the
State Highway Aid, Street Lighting Tax, Fire Protection Tax, and Park and Recreation Funds.

The Township reports the following major proprietary fund:

e The Sewer Fund accounts for operations related to the collection of wastewater and the
operation of sewage pumping stations. The sewage Is fransported to a sewer treaiment plant

not owned by the Township.
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NOTE 1

EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS
‘SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Governmental Funds

All governmental funds are accounted for using the modified accrual basis of accounting and the
current financlal resources measurement focus. Under this basls, revenues are recognized in the
accounting period in which they become measurable and available. ' Expenditures are
recognized in the accounting period in which the fund liabliity is incurred, if measurable.

Revenue Recognition

In applying the "susceptible fo accrual concept” under the modified accrual basie, revenues are
considered to be available when they are collectible within the current period or soon enough
thereafter o pay liabilities of the current period. For this purpose, the government considers
properly tax revenue to be available if collected- within 60 days of the end of the fiscal period.
Revenues for state and federally funded projects are recognized at the time all eligibility
requirements have been satisfied. Eligibllity requirements include fiming requirements, which
specify the year when the resources are required to be used or the year when use Is first permitied;
matching requirements, in which the Township must provide local resources to be used for a
specified purpose; and expenditure requirements, in which the resources are provided to the
Township on a reimbursement basis.

Other revenues, Including ceriain other charges for services and miscellaneous revenues, are
recorded as reverniue when recelved in cash because they generally are not measurable until
actually recelved.

Expendliture Recognition

The measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Most expenditures are measurable and are
recorded when the related fund liabliity is incurred. However, principal and Inferest on general
long-term debt which has not matured are recognized when paid. Further, as provided in GASB
Interpretation No. 6, "Recognition and Measurement of Cerlain Liabillities and Expenditures in
Governmental Fund Financial Statements,” cerlain governmental fund liabilities and expenditures,
such as for compensated absences, are recognized to the extent the liabiliies mature (come due
for payment) each period. Allocations of costs, such as depreciation and amortization, are not
recognized in the govermmental funds.

Proprietary Funds

Proprietary funds are accounied for using the accrual basis of accounting. These funds account
for operations that are financed primarity by user charges. The economic resource focus
concerns defermining costs as a means of maintaining the capital investment and
management control. Revenues are recognized when they are eamed, and expenses are
recognized when they are incurred. Allocations of certain costs, such as depreciation, are
recorded In proprietary funds. The Township's only proprietary fund is an enterprise fund.
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

These funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses gensrally result from providing services and producing and delivering
goods in connection with the propretary fund's princlpal ongoing operations. The principal
operating revenues of the Township’s enterprise funds are user fees. Operaling expenses for the
Township's enterprise fund includes sewer disposal, salaries, supplies and adminisfrative costs, and
depreciafion. All revenues or expenses not meeting this definition are reported as nonoperating

revenues and expenses.

Fiduciary Funds

Trust Funds - Trust Funds are used to account for assets held by the Township in a trustee capacily.
These Include the Pension Trust Funds and the Health Beneflts Fund. The Pension Trust Funds
account for the activities of the Police Pension Fund and the Non-Uniformed Pension Fund. Pension
Trust Funds and the Health Benefits Fund are accounied for in essentially the same manner as
proprietary funds since the measurement of the economic resources is critical.

Budgets

The Board of Supervisors annually adopts the budget for the General, Caplial Projects, and
Nonmajor Governmental (Special Revenue) Funds of the Township. Budgetary control is legally
maintained at the fund level. The Township's budget policy provides transfer authority fo the
Supetvisors within and between categories as long as the total budget of the Township (net of

interfund transfers) is not Increased.

All budget amounts presented in the accompanying financlal statements and supplemeniary
Iinformation have been adjusted for legally authorized revisions of the annual budgets during the

year. All budgets lapse at year end.
Cash and Ca vaients

The Township's cash and cash equivalents are considered to be cash on hand, demand deposits,
and shorl-term investments with original maturities of three months or less from the dale of

acquisition.
Implementati GASB Sia nt

Buting the current year, the Township implemented the provisions of GASB Slatement No. 67,
*Financial Reporiing for Pension Plans.” The objective of this statement Is to improve financial
reporting by state and local govemnmental pension plans. The effects of implementing this
sfandard is reflected in the foolnote disclosures and required supplementary Information for the
Police and Non-Uniformed Pension Plans of the Township.
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contf'd)

Investments

Investments consist of mutual funds (pensions) and are recorded at fair value.

Receivables and Pavables

Activity between funds that are represeniative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred o as either "due to/from other funds® (i.e., the current portion
of interfund loans) or "advances to/from other funds” {i.e., the noncurrent portion of interfund loans).
Any residual balances outsianding between the govermmental activilies and business-type activities
are reported In the entity-wide financial statements as "Intemal balances."

Capiial Assets

Capital assets, which include property, plant, and equipment, are reporied in the applicable
governmental or business-type activities columns in the entity-wide financial statements as well as in
the proprletary fund financial statements. The Township capitalizes assets with an Initial, Individual
cost of more than $5,000 and an estimated useful life in excess of one year. Such assets are
recorded at historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materiaily
extend assets' lives are not capliallzed.

Major outlays for capifal assets and Improvements are capitalized as projects are constructed,
Inclusive of anclilary costs.

Property, plant, and equipment (net of salvage value) of the Township are depreciated using the
straight-line method over the following estimated useful lives:

Buildings 20 - 50 years
Improvements 10 - 50 years
Machinery and equipment 5 - 50 years

Infrastructure - The Township has adopted the modified approach for valuing its infrastructure,
which consists of 50.04 miles of roads. The Township compietes an annual assessment of pavement
condiflons and maintains all roads at an overall good or better condition level. As a result,
Infrastructure costs have been estimated for the entire roadway system. If the yearly assessment
maintains this overail condition level, no depreciation will be recorded. Annual maintenance costs
for the roads will be expensed.
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNITING POLICIES (cont'd)

Deferred inflows/OQutflows of Resources

Deferred inflows of resources represent an acquilsition of net position that applies to a future
period(s) and, therefore, will not be recognized as an inflow of resources (revenue) until that fime.

Deferred outflows of resources represent a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources [expense/expenditure) untll then.
In the entity-wide financial statements, deferred outflows of resources consist of a deferred charge
on a bond refunding. These amounts are deferred and amortized over the shorter of the life of the

refund of refunding debt.

Compensaied Absences

The Townshlp provides vacation for all full-fime employees. Personnel covered by the police
contract can carry up to ten days of unused vacation time into the next year. Non-Uniformed
personnel can also carny up to fen days of unused vacation time into the next year when requesied
In advance. All employees can be compensated for up to ten days of unused vacation provided
the employee used at least five days of vacation.

Township employees are entitled to unlimited sick leave for justified ilinesses. Non-Uniformed
personnel with up to three sick days used are compensated for perfect altendance with the

equivalent of up to four days of vacation time.

Long-term Obliaations

In the entity-wide financial statements and proprietary fund financlal statements, long-term debt
and other long-term obligations are reported as liabilities. Bond premiums and discounts are
deferred and amoriized over the life of the bonds and reporied net of outstanding debt. Bond

issuance costs are expensed as incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the curnrent period. The face amount of debt Issued is
reported as other financing sources. Premiums received and discounts pald on debt issuances are
reported as other financing sources and uses. lIssuance costs, whether or not withheld from the
aciual debi proceeds received, generally are reported as debt service expenditures, except for
refundings paid from proceeds which are reported as other financing uses.

Fun ] s

As of December 31, 2014, fund balances of the governmental funds are classified, if applicable, as
follows:

Nonspendabile - amounts that cannot be spent either because they are in nonspendable form
or because they are legally or contractually required to be maintained intact.
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NOTE 2

EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Restricted - amounts that can be spent only for specific purposes because of constitutional
provisions or enabling legisiation or because of constrainis that are externally imposed by
creditors, grantors, contributors, or the laws or regulations of other govemments.

Committed - amounts that can be used only for specific purposes determined by formal action
of the Board of Township Supervisors. The Board is the highest level of decision-making authority
for the Township. Commitments may be established, modified, or rescinded only through

resolutions approved by the Board.

Assigned - amounts that do not meet the criteria to be classified as resiricted or commttted but
that are infended to be used for specific purposes. The Board has designated the Township
Manager the authority fo assign amounts for specific purposes.

Unassigned - all other spendable amounts.

When an expenditure Is incurred for purposes for which both restricted and unrestricted fund
balances are avallable, the Township considers restricted funds to have been spent first. Whenan
expenditure Is Incurred for which committed, assigned, or unassigned fund balances are available,
the Township considers amounts fo have been spent first out of committed funds, then assigned
funds and, finally, unassigned funds, as needed, unless the Board has provided otherwise in ifs
commitment or assignment actions.

Use of Eslimates In the Preparation of Financlal Siatements

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

TAXES

For 2014, the following tax was levied on assessed value of real estate:

e ® e 0 @ o

.1447 milils for general purposes

.0270 mills for debt purposes

.0326 mills for parks and recreational purposes
.0030 mills for street light purposes

.0288 mills for fire purposes

.0366 millls for capital project purposes

The taxable assessed valuation of property as of December 31, 2014 was $970,705,373.
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NOTE 2

NOTE 3

EAST NORRITON TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

JAXES (conf'd)

The redl estate tax colliection calendar Is as foliows:

Initial billing - March 1

Discount period - March 1 - April 30

Face petiod - May 1 - June 30

Penally period - July.1 and thereatfter

Lien date - January 1

Other faxes levied in 2014:

Real estate transfer - .5% of sale price

Earned income tax - 5% of gross income

Local services fax - $52 per person

Business privilege tax .001 - .0015% of gross receipts

DEPOSITS AND INVESTMENTS
Deposlis
Custodial Credit Risk

Custodial credit risk Is the risk that in the event of a bank fatlure, the government's deposits may not
be returned. The Township Is required by statute 1o deposit funds In depositories that are either
banks, banking institutions, or trust companies located in the Commonwealih of Pennsylvania. To
the extent that such deposits exceed federal insurance, the depositories must pledge as collateral
obligations of the United States of America, the Commonweaith of Pennsylvania, or any political
subdivision of the Commonwealth. Under Act 72 of 1971, as amended, the depositories may meet
this collateralization requirement by pooling appropriote securities fo cover all public funds on

cleposit.

At December 31, 2014, the carrying amount of the Township's deposlis was $5,635,486, and the
bank balance was $5,679,474 (exclusive of the fiduciary funds). Of the bank balance, $250,000
was covered by federal deposifory insurance, and $251,009 was exposed to custodial credit risk
because it was uninsured and the collateral held by the depository's agent was not in the

Township's name.

The remaining deposits of $5,178,465 were with the Pennsylvania Local Government Investment
Trust (*PLGITY).  Although not registered with the Securities and Exchange Commission and not
subject to regulatory oversight, PLGIT acls like a money market mutual fund in that its objective Is to
maintain a stable net asset value of $1 per share, is rated by a nationally recognized statistical
rating organization, and is subject fo an independent annual audit. As of December 31, 2014,
PLGIT was rated as AAAm by a nationally recognized statistical rating organization.

See Notes 8, 9, and 10 for the fiduciary fund deposit disclosures.
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EAST NORRITON TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

NOTE 4 INTERFUND RECEIVABLES/PAYABLES AND TRANSFERS

The composition of interfund balances as of December 31, 2014 is as follows:

Recelvable To: Amount Pavable From: Amount
General Fund $ 35938 General Fund $ 3,450
Capital Projects Fund 3,450 Nonmajor Govemmental Fund 39
Capltal Projects Fund 11,105
Sewer Fund 24,794
$ 39,388 $§ 39,388

Inferfund balances represent iemporary borrowings between funds and are typically liquidated
soon after year end.

Interfund transfers for the year ended December 31, 2014 are as follows:

Transfers In: Transfers Out:

General Fund S 486,622 General Fund § 349,027

Special Révenue Fund 61,000 Special Revenue Fund 52,583

Debt Service Fund 651,002 Sewer Fund 797.014
$1,198,624 $ 1,198,624

Transfers represent funds set aside for the anticipation of future capital needs and fo fund current
debt service.

NOTE § CAPITAL ASSETS

Capfial asset activity for the year ended December 31, 2014 was as follows:

Balance Balance
01/01/14 Increqses Decreases 12/3114
Governmental Activities:
Capital assets not being depreciated:
Infrastructure $ 4921823 § - 8§ - $ 4,921,823
Land 1,479,105 - - 1,479,106
Total capital assets not being deprecialed 6,400,928 - - 6,400,928
Capital assets being depreciated:
Site improvements 5,144,657 24,557 - 5,169,214
Building and improvements 2,435,703 21,651 - 2,457,354
Machinery and equipment 2,455,887 25,139 25,216 2,525,810
Vehicles 1,900,03¢ 748,762 46,420 2,602,381
Total capital assets being depreciated 11,936,286 890,109 71,636 12,754,759




NOTE 5

EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS
CAPITAL ASSETS {(cont'd)
Balance Balance
01/01/14 Increases Decreases 12/31/14
Less accumulated depreciation for:
Site improvements 2,593,870 119.414 - 2,713,284
Bullding and improvernents 1,947,924 56,777 - 2,003,701
Machinery and equipment 2,143,813 72,553 25216 2,191,150
Vehicles 1,242,964 179,091 27,852 1,394,203
Total accumulated depreciation 7,928,571 426,835 53,068 8,302,338
Total capital assets being depreciated.
net 4,007,715 463,274 18,568 4,452,421
Governmental Acfivities, Net $10,408,643 § 463,274 § 18,568 $10,853,349
Business-type Activities:
Capltal assets being depreclated:
Plant costs financed by East Normriton
Township Municipal Authority § 2,196,513 § - 5 - § 2196513
Sewer garage 52,106 - - 52,106
Sewer sysiems 5,026,854 81,272 - 5,108,126
Municipal Building improvements 153,720 - - 153,720
Vehicles 171,747 - - 171,747
Equipment and machinery ~ 858,568 29,658 - 888,226
Total capital assets being depreciated 8,459,508 110,930 - 8,570,438
Total accumulated depreciaiion 6,767,939 119,596 - 6,887,535
Total capital assels being depreciated,
net 1,691,569 (8.666) - 1,682,903
Business-type Acfivities, Net $ 1,691,569 § (8,666) § - § 1,682,903
Depreciation expense was charged 1o the following functions:
Governmental Actlvities:
General government $ 70815
Public safety 254,875
Public works - highways and streefs 70,465
Cutture and recreation 30,680
Tolal Governmental Activities $ 426,835
Business-type Activitles:
Sewer $ 119,596
Tokal Business-type Activities $§ 119,596
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NOTE 7

EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

CAPITAL LEASES - LESSEE

The Township entered info lease agreements as lessee for fina
equipment and vehicles. These lease agreements quality Clan
purposes and, therefore, have been recorded at the net present }
payments as of the inception date.

Equipment and vehicles acquired through

capltal leases $ 1,327,666
Less: accumulated depreciation (372,234)
TOTAL § 955432

Future minimum lease obligations and the net present value of these minimum lease payments as
of December 31, 2014 are as follows:

Year Ending December 31,

2015 $ 202,540

2016 202,540

2017 169,654

2018 83,233

2019 70,991

Thereafier 141,982

Total minimum lease paymenis 870,940
Less: amount representing interest 91,177)
Net present value of minimum lease payments $ 779,763

Amortization of leased equipment and vehicles under capital assets Is included with depreciation
expense.

LONG-TERM DEBT

The Township has issued General Obligation Bonds for its governmental activities as follows:

General Obligation Bond, Series of 2010, issued In the original

amount of $4,240,000. Interest rates range from 2.0% fo 4.0%

with interest payable semi-annually and principal payable

annually from August 2010 through August 2020. § 2,470,000
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NOTE 7 LONG-TERM_DEBT (cont'd)
An analysis of debt service requirements including sinking fund requirements fo maturity on these
obligations Is as follows:
Year Ending December 31, Princlpal Interest
2016 $ 570,000 $ 76,481
2016 595,000 53,681
2017 335,000 39,550
2018 315,000 30,505
2019 320,000 21,055
2020 335,000 11,055
TOTAL $ 2,470,000 $§ 232,327
A schedule of changes in long-term liabilities is as follows:
Amounts
Oufstanding Outstanding Dug in
01/01114 Increases Decreases 12/31/14 One Year
Governmental Activities:
General obligafion bonds $ 3,025,000 $ - § 555000 $ 2,470,000 § 570,000
Plus: Bond premium 40,588 - 6,244 34,344 6,244
Subfotal 3,065,588 - 561,244 2,504,344 578,244
Capital leases 369,301 576,030 165,568 779,763 172,839
Compensated absences 83,193 8,991 - 92,184 -
Other post-employment
benefits 118,206 97,412 - 215,618 -
Total Governmental Activities $ 3,636,268 & 682,433 § 726812 $ 3,591,909 § 749,083
For the year ended December 31, 2014, interest expense on long-term debt was §125,223.
NOTE 8 POLICE PENSION FUND

Plan description and provisions:

The Police Pension Fund Is a single-employer defined benefit pension plan. The plan is governed
by the Township Board of Supervisors, which may amend plan provisions and Is responsible for the
‘management of plan assets. The Board of Supervisors has delegated the authorlty to manage
cerialn plan assets to Conrad Siegel Investment Advisors.
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POLICE PENSION FUND (cont'd)

Plan Membership

As of December 31, 2014, pension plan membership consisted of the following:

Active employees 25

Retirees and beneficiaries currently
receiving benefits 19
Vested terminated members 1
Total 45

Eligibility Requirements and Benefit Provisions

Actuarial valuation report Form 205, filed with the Public Employee Retirement Study Commission
and dated as of January 1, 2013, disclosed that the pension plan benefit provisions are as follows:

All full-time members of the Police Force join the plan upon employment. Members who retite ot or
after age 50 with 25 years of continuous service are eligible for normal retirement and are entitted
to 50 percent of the average total monthly compensation during the last 36 months of

employment.

If @ member continues to work afier the normal retirement date, the pension benefit does not start
until the employee actually retires. The monthly postponed refirement pension benefit is the same
as the nomal retirement benefit amount.

An active member is eligible for a disability benefit if the member Is fotally and permanently
disabled In the line of duty. The disabillity refirement benefit is equal to 50 percent of the member’s
monthly salary at the time of disability and shall be reduced by any benefits payable under the
federal social security laws. If a disabled participant dies before he has received disability benefits
in an amount equdil fo the total contributions made by him to the pension fund, then the unpaid
balance shall be paid In a lump sum to his designhated beneficiary.

A member becomes 100 percent vested in the benefit accrued after 12 or more years of continued
service. Payments continue after the member's death to the surviving spouse, or eligible child,
equal fo 50-percent of the monthly pension payabile to the member at the time of death.

If a member dies before becoming 100 percent vested, then the surviving spouse or eliglble child is

entitied fo receive repayment of all the confributions made by that member into the plan plus
interest or other increases to the value of the member’s Interest in the pension fund.
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EAST NORRITON TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

POLICE PENSION FUND (cont'd)

Deferr ment Option Program {"DROP"

An active member who has met the eligibliity requirements for normal retirement may elect to
participate in the defered relirement option program for a period of not less than 12 months nor
more than 36 months. The monthly pension shall be calculated as of the date of participation in
the program and shall be accumulated with 4.5 percent annual inferest and distributed In a lump
sum af refirement. At December 31, 2014, the pension plan held $52,932 In accumulated DROP

payments payable.
Method Used to Value Invesiments

investments are reported ot fair value. Short-term investments are reporfed at cost, which
approximates fair value. Securities fraded on a national or infernational exchange are valued ot
the last reported sales price at cumrent exchange rates.

Deposifs

C 1C Risk

Custodial crediit risk Is the risk that in the event of a bank fallure, the govemment's deposits may not
be returned. At December 31, 2014, the canying amount of the Police Pension Fund's deposits was
$305,294 and Is in the form of a money market mutual fund and not subject o custodial cred!t risk.

Invesimenis

The investment objective of the Police Pension Fund Is to maintain a balanced portfolio comprised
of equily and fixed-income securifies and, as such, is infended to be structured less aggressively
than equity-oriented porifolios. All investment balances are maintained in mutual funds, which do

not have a maturity date.
As of December 31, 2014, the Township Police Pension Fund had the following invesiments:

_ Fair Value
Domestic equity mutual funds $ 6,446,133
International equity mutual funds 1,099,767
Fixed income mutual funds 2,725,392
Real estate mutual funds 302,216
TOTAL $ 10,573,508

Investments in external invesiment pools, such as those in mutual funds, are disciosed but not
subject o inferest rate, custodial, credit, or concentration risks because they are not evidenced by
securifies that exist in physical or book eniry form. At December 31, 2014, there were no
Investmenits in individual funds which exceeded five percent of net position.
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NOTES TO FINANCIAL STATEMENTS

POLICE PENSION FUND (conf'd)

Administrative Costs

Administrative costs, including the investment manager, custedial trustee, and actuariai services,
are charged to the plan and paid from pension funds.

Contributions

Act 205 requires that annual contributions be based upon.the minimum municipal obligation
(*MMO"). The MMO is based upon the plan’s biennial actuarial valuation. Employees were required
to contribute five percent of eligible compensation Into the plan during the first nine monihs of 2014
and zero percent thereafter. The state provides an allocation of funds which must be used for
pension funding. Any financial requirement established by the MMO which exceeds the state
contiibution must be funded by the employer In accordance with Act 205.

Net Pension Liabllity

The net pension liabllity was measured as of De(:embet 31, 2014, and the total pension liability was
determined by rolling forward the liabllities fiom an actuarial valuation as of January 1, 2013. No
significant events or changes in assumptions occurred between the valuation date and the fiscal
year end.

Total pension liability $ 14,287,592
Plan fiduciary net position (10,882,944)
Township’s net pension llabllity 3,404,648
Plan fiduciary net position as a percentage

of total pension liability 76.17%

Funded Status and Funding Progress

The funded status of the plan as of the most recent actuarial valuation date is as follows:

Actuarial
Accrued UAAL as a
Actuarial Liability Unfunded Percentage
Actuarial Value of (AAL) - AAL Funded Covered of Covered
Valugation Assefs Entry Age {UAAL) Ratio Payroll Payrolt
Date (o)} (b) (o-q) (a/b) (€) [(b-a)/c]

1/1/2013  $8,780,624 $12,768,958 $3,988,334 68.8% $2,295,702 173.7%

The schedule of funding progress presented as required supplemeniary Information (“RSI”)
immediately following the notes to the financial statements presents multiyear frend Information
about whether the actuarial value of plan assets is increasing or decreasing over fime relative to
the AAL for benefits.
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POLICE PENSION FUND (cont'd)
Actuarial Methods and Assumptions

In the January 1, 2013 actuarial valuation, the entry age normal cost method was used. The
actuarial assumptions included a seven and one-half percent invesiment rate of return and a five
percent annual salary increcase. The UAAL is being amortized based on the level dollar, 30-year
closed period. The remaining amortization period at December 31, 2014 was 13 years. Moriality
rates were based on the RP-2000 Healthy Annuitant Mortality Table for Males or Females, as

appropriate.

The long-term expected rate of return on pension plan investments was cetermined using a
building-block method In which best estimate ranges of expected future real rates of return
(expected retums, net of inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expecied rate of return by welghing the expecied future real
rates by the target asset allocation percentage and then adding expected infiation. The farget
allocdtion is in the following table:

Long-termn

Expected

Target Real Rate

Asset Class Allocdtion of Return
Domestic Equuity 42.0% 7.0%
Infernationat Equity 15.0% 6.0%
Fixed Income 40.0% 2.5%
Real Estate 03.0% 7.0%

Discount Rate Determination

The discount rate used to measure the total pension liability was 7.5 percent. The plan’s fiduciary
net position is projected to be available to make dll projected future benefit paymenis of current
active and inactive employees. Therefore, the long-term expected rate of retum on pension plan
Investments was applied to all periods of projected benefit payments to determine the total pension
liability. The Township has always met the funding requirements of Pennsylvania law Act 205 of
1984. Act 205 requires full funding of the entry age nomal cost plus plan expenses, as well as

amortization of the unfunded liability.

Sensitivity of the Net Penslon Liability fo Changes in the Discount Rate

The following presents the net pension liability of the Township, calculated using the discount rate of
7.5 percent, as well as what the Township's net pension llabllity would be If it were caiculated using
a discount rate that is one percentage point lower (6.5 percent) or one perceniage point higher
(8.5 percent) than the cumrent rate:

- 40 -



NOTE 8

NOTE 9

EAST NORRITON TOWNSHIP
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POLICE PENSION FUND (cont'd)
Current
1% Discount 1%
Decrecse Rate Increase
(6.5%) (7.5%) (8.5%)
Police Pension net pension liabllity $ 5,114,029 $ 3,404,648 $1,970,823

Money Weighted Rate of Return

For the year ended December 31, 2014, the annual money weighted rate of retumn on the police
pension fund Investments, net of investment expense was 5.36 percent. The money weighted rate
of relum considers the changing amounts actually invested during a period and weights the
amount of penslon investments by the proportion of time available fo eam a return during that
period.

NON-UNIFORMED PENSION FUND

Plan descriptions and provisions:

The Non-Uniformed Pension Fund Is a single-employer defined benefit pension plan. The plan is
govemed by the Township Board of Supetvisors, which may amend plan provisions and Is
responsible for #ie management of plan assets. The Board of Supervisors has delegated the
authority to manage cerlain plan assets to Conrad Siegel Investment Advisors.

Plan Membership
As of December 31, 2014, the pension plan membership consisted of the following:

Actlive employees 23

Relirees and beneficiaries currently
receiving benefits 26
Vesied teiminaied members _4
Total 53

Eligibility Requirements and Benefit Provisions

Actuarial valuation report Form 205, filed with the Public Employee Relirement Sfudy Commission
and dated as of January 1, 2013, disclosed that the pension plan benefit provisions are as foliows:
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EAST NORRITON TOWNSHIP
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NON-UNIFORMED PENSION FUND (conf'd)
Non-Uniformed Employees

All full-time employees (other than police officers) join the plan upon employment. Employees are
eliglble for normal refirement at or after age §8 with 10 years of continuous service and entitled to
1.0 percent of average monthly compensation up to $750, plus 1.5 percent of average monthly
compensation in excess of $750, multiplied by the number of years and monihs of benefit service

completed.

If a member continues fo work after the normail retirement dote, the pension benefit does not siart
until the employee actually refires. The monthly postponed refirement pension benefit is the same
as the nommal refirement benefit amount.

Members are eligible for early retirement at age 55 with 10 years of service. The monthly early
retirement pension benefit is equal to the actuarial equivaient of the accrued benefit amount

multiplied by the percentage specified in the plan.

An active member is eligible for a disabifity benefit if the member Is folally and permanently
disabled in accordance with the Federal Soclal Security Act. The disability retirement benéfit Is
equal to the accrued retirement benefit amount and shall commence at the normal retirement

date.

A member becomes 100 percent vested In the benefit accrued after 10 or more years of continued
service.

if a member dies prior to refirement, the member's designated beneficiary will receive a monthly
pension equal fo 50 percent of the member's accrued pension at the time of his death, payable

Immediately.

Deferred Retirement Option. Program ("DROP")

For employees hired before August 1, 2014, an active member who has mef the eligibility
requirements for normal retirement may elect fo pariicipate in the deferted retirement opfion
program for a period of not less than one year nor more than five years. For employees hired on or
after August 1, 2014, an active member who has met the eligibility requirements for normal
refirement may elect fo participate in the deferred refirement option program for a period of not
less than one year ner more than three years. His monthly pension shall be calculated as of his
date of participation In the program and shall be accumulated with 4.5 percent annual interest
and distributed In o lump sum at retirement.

Method Used to Value Investments

Investments are reported at fair value. Shor-erm invesiments are repored at cost, which
approximates fair value. Securitles fraded on a national or international exchange are valued at
the last reported sales price at current exchange rates.
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NON-UNIFORMED PENSION FUND (cont'd)

Deposits and Investments

Depostfs

Cusfodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not
be refurned: At December 31, 2014, the canying amount of the Non-Unlformed Pension Funds'’

deposits was $258,424 and is In the form of a money market mutual fund and not subject to
cusiodial credit risk.

{nvesfments

The Investment objective of the Non-Uniformed Pension Fund Is to maintain a balanced portfolio
comprised of equity and fixed-income securities and, as such, is infended to be shructured less
aggressively than equity-oriented porifolios. All investment balances are maintained in mutual
funds, which do not have a maturity dale.

As of December 31, 2014, the Non-Uniformed Penslon Fund had the following investments:

Falr Value
Domestic equity mutual funds $ 2,957,185
Intemational equity mutual funds 504,513
Fixed Income mutual funds 1,250,283
Real estate mutual funds 138,643
TOTAL $ 4,850,624

Investments in external Investment pools, such as those in mutual funds, are disclosed but not
subject to interest rate, custodial, credit, or concentration risks because they are not evidenced by
securliles that exist in physical or book entry form. At December 31, 2014, there were not
investments in individual funds which exceeded five percent of net position.

Administrative Costs

-Adminisirative costs, including the investment manager, custodial trustee, and actuarial services,

are charged fo the plan and paid from pension plan funds.
Contributions

Act 205 requires that annual contributions be based upon the minimum municipal obligation
(‘MMO"). The MMO is based upon the plan’s blennial actuarial valuation.  Non-Uniformed
employees were required to confribute two percent and five percent, respectively, to the plan
during 2014, The state provides an allocation of funds which must be used for pension funding.
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NON-UNIFORMED PENSION FUND (cont'd)

Any financial requirement established by the MMO which exceeds the state and employee
contibutions must be funded by the employer in accordance with Act 205.

Net Pension Liability

The net pension liablity was measured as of December 31, 2014, and the fotal pension liability was
determined by rofling forward the liabilities from an actuarial valuation as of January 1, 2013. No
slgnificant events or changes in assumptions occurred between the valuation date and the fiscal

year end.

Total pension liabillity $ 6,923,517
Plan fiduciary net position (5,109,048)
Township’s net pension liabliity 1,814,469
Pian fiduclary net position as a percentage

of tolal pension labillity 73.8%

Funded Status and Funding Progress

The funded status of the plans as of the most recent actuarial valuation date is as follows:

Actuarial
Accrued UAAL as a
Actuarial Liabillity Unfunded Percentage
Actuarlal Value of (AAL) - AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (@ (b) (b-a) (a/b) __ [0 [(b-a)/c]

1/1/2013  $4,102,051 $6,200,881 $2,098,830 66.15% $1,743,851 120.4%

The schedule of funding progress presenied as required supplementary information ('RSI")
immediately following the notes to the financial statements presents multlyear trend information
about whether the actuarial value of plan assets is increasing or decreasing over fime relative to

the AAL for benefits.

Actuarial Methods and Assumptions

In the January 1, 2013 actuarial valuation, the entry age actuarial cost method was used. The
actuarial assumptions Included an eight percent Investment rate of return, The UAAL Is being
amortized based on the level dollar, 30-year closed period. The remaining amortization period at
December 31, 2014 was 14 years.

The Iong-term expectfed rate of return on pension plan investments was defermined using a
building-block method in which best estimate ranges of expected future real rates of return
{expected refumns, net of inflation) are developed for each major asset class. These ranges are
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NON-UNIFORMED PENSION FUND (cont'd)

combined to produce the long-term expected rate of return by weighing the expected future real
rates by the target asset allocation percentage and then adding expected inflation. The target
allocation Is In the following table:

Long-term

Expected

Target Real Rate

Asset Class Allocation of Return
Domestic Equity 42.0% 7.0%
International Equity 15.0% 6.0%
Fixed Income 40.0% 2.5%
Real Estate 03.0% 7.0%

Discount Rate Determination

The discount rate used to measure the total pension liabllity was 7.5 percent. The plan’s fiduciary
net position Is projected to be avaliable to make all projected future benefit payments of current
active and inactive employees. Therefore, the long-term expected rate of return on pension plan
Investments was applied to all periods of projecied benefit payments o determine the tolal pension
llabllity. The Township has always met the funding requirements of Pennsylvania law Act 205 of
1984. Act 205 requires full funding of the entry age normal cost plus plan expenses, as well as
amortization of the unfunded liability.

Sensitivity of the Net Pension Liability to Changes in iscount Rate

The following presents the net pension liability of the Township, calculated using the discount rate of
7.5 percent, as well as what the Township's net pension liability would be if it were calculated using
a discount rote that is one percentage point lower (6.5 percent) or one percentage point higher
(8.5 percent) than the cumrent rate:

Current
1% Discount 1%
Decrecse Rate Increase
(6.5%) (7.5%) (8.5%)
Non-Uniformed Pension
net pension liability $2,524,170 $ 1,814,469 $1,211,796

Money Welghted Rate of Refurn

For the year ended December 31, 2014, the annual money welghted rate of relurn on the police
pension fund investments, net of investment expense was 5.30 percent. The money weighted rate
of retum considers the changing amounts aclually invested during a period and welighis the
amount of pension investments by the proportion of time available fo earn a retum during that

period.
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POST-EMPLOYMENT HEALTHCARE PLAN

Plan Description

The Township’s post-employment hedithcare plan is a single-employer defined benefit healthcare
plan. The plan provides medical and dental insurance benefits to eligible retirees, spouses, and
dependenis. The Board of Supervisors assigns the authorlty io establish and amend benefit
provisions. The plan does ot issue any financial report.

Funding Policy

The Township negotiates the contribution percentage between the Township and employees
through unlon contiacts and personnel policy. The required contribution rates of the employer and
the members vary depending on the applicable agreement. The Township currently contributes
enough money tfo the plan to satisfy cument obligations on a pay-as-you-go basis. The cosis of
administering the plan are paid by the Township.

Annual OPEB Cost and Net OPEB Obligation

The Township's annual other post-employment benefit cost (expense) is calculated based on the
annual required contribution of the employer ("ARC"), an amount actuarially determined in
accordance with the parameters of GASB Statement No. 45. The ARC represents a level of funding
that, if paid on an ongoing basls, is projected to cover normal costs each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not fo exceed 30 years. The
following table shows the components of the Townshlip's OPEB cost for the year, the amount actually
contributed to the plan, and-changes in the Township's net OPEB obligation fo the plan.

Annual required contribution $ 108,248
Interest on net OPEB obligation 29,749
Adjustment to annual required contribution (40,585)
Annual OPEB cost (expense) 97.412
Contributions made -
Increase in net OPEB obligation 97.412
Nei OPEB obligation - beginning of year 118,206
Net OPEB obligation - end of year $§ 215618

Funded Status and Funding Progress

The schedule of funding progress of OPEB Is as follows:
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EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POST-EMPLOYMENT HEALTHCARE PLAN (cont'd)

A
ﬂﬂg “)‘D%&/ UAAL as o

Actuaral  Lablily  Unfunded MO Percentage
Actuarial Value of (AAL) - AAL Funded Covered of Covered
Valuaion  Assels  EnfryAge  (UAAL) Ratio Payroll Payroll
_Date (@) B (b _fom) (€  __[bale]

11/2014 § - $1,202,412 $1,202,412 0.00% $2,759,746 43.57%
1120011 § - 81,069,358 $1,069,356 0.00% $2,404,010 44.48%
1/1/2008 § - $2,258,834 $2,258,834 0.00% $2,161,919 104.97%

Actuarial valuations of an ongoing plan Involve estimates of the value of reporied amounts and
assumptions about the probabliity of occunrence of events far into the future. Examples include
assumptions about future employment, mortality, and healthcare cost frends. Amounts determined
regarding the funded status of the pian and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expeciations and new
estimales are made about the fulure.

Actuarial Methods and Assumptions

‘Projections of benefits for financial reporting purposes are based on the substantive plan (the plan

as understood by the employer and the plan members) and include the ypes of benefiis provided
at the time of each valuation and the historical patten of sharing of benefit costs between the
employer and plan members fo that point. The actuarial methods and assumptions used include
techniques that are designed to reduce the effects of short-ferm volatility in actuarial labilities and
the actuarial vaiue of assets, consistent with the long-term perspective of the calculations.

In the January 1, 2011 acluarial valugtion, the enfry age actuarial cost method was used. The
actuarial assumptions included a 4.50 percent investment rate of return and an annuat healthcare
cost frend rate of 8 percent, reduced by decrements to an ultimate rate of 5 percent after six
years. The UAAL is being amortized based on the level dollar, 30-year open period. The remaining
amortization period at December 31, 2014 was 23 years.

Custodial Credit Risk

Custodial credit risk Is the risk that in the event of a bank fallure, the govemment's deposiis may not
be refumed. At December 31, 2014, the carrying amount of the post-employment benefit plan
deposits was $763,042 and Is in the form of a money market mutual fund and not subject fo

custodial credit risk.
e

RESTRICTED ASSETS

During 1990, proceeds of the Norris City Cemetery Trust were transferred to the Township. These
monies are fo be used solely for the maintenance, upkeep, and repalr of the Norris City Cemetery.
As of December 31, 2014, General Fund assets of $9,875 have been restricled for this purpose.
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NOTE 13

NOTE 14

EAST NORRITON TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

r))\-,
RESTRICTED ASSETS (cont'd) 9 &; *

Capital Projects Funds assets of $981,173 have been assigned for specific capltal improvements.

ESCROW DEPOSITS

The Township specities building and land improvement requirements as a condition to the issuance
of bullding permits. These escrows represent funds from independent builders that are refurned
upon the complefion of required improvements fo various properties within the Township. The
escrow balance of $114,718 is mainfained in the cash accounts of the Township.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS

The General Fund incunred an expenditure in excess of appropiriations in the following amount for
the year ended December 31, 2014:

Highways and stieefs - $ 170,872

The excess expenditure was covered by actual revenues exceeding budgeted revenues.

FUND BALANCES
As of December 31, 2014, fund balances are composed of the following:

Caplial COther Toial
General Projects Governmental Governmental
Fund Fund Funds Funds
Restricted:
Norris Clty Cemetery $ 9875 § - § - § 9,875
Shreet lights - - 30,425 30,425
Fire protection - - 151,957 151,957
Parks and recreation - - 262,616 262,616
Liquid fuels - - ©7.583 97,583
Committed fo subsequent
year's budget 1,019,239 - - 1,019,239
Assigned:
Capital projects - 1,281,971 - 1,281,971
Unassigned 1,824,077 - - 1,824,077
Total Fund Balances $ 2,853,191 $§ 1,281,971 § 542,581 § 4,677,743

- 48 -



EAST NORRITON TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NOTE 15  OPERATING LEASES - LESSEE

The Townshlp leases office equipment under noncancelable operating leases with terms ending
from 2015 to 2019.

Future minimum lease payments for noncancelable operating leases will be as follows:

Year Ending December 31,
2015 $§ 21,958
2016 11,039
2017 9,132
2018 6,797
2019 1,482
Total $ 50,408

Total expense for the year ended December 31, 2014 was $23,735.

NOIE 16  RISK MANAGEMENT

The Township is exposed to various risks of loss related to tort; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. Significant losses are
covered by commercial insurance for all major programs. There were no significant reductions in
insurance coverages for the 2014 year. Seftlement amounts have not exceeded insurance
coverage for the current year or the three prior years.

NOTE 17 SUBSEQUENT EVENTS

The Township has evaluated all subsequent events through April 27, 2015, the date the financial
statements were ovailable to be issued.
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EAST NORRITON TOWNSHIP
PENSION FUNDS

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN THE TOWNSHIP’S NET PENSION LIABILITY AND RELATED RATIOS

TOTAL PENSION LIABILITY
Service cost

Interest cost

Benefit payments

NET CHANGE IN TOTAL PENSION LIABILITY

TOTAL PENSION LIABLLITY, BEGINNING OF YEAR
TOTAL PENSIONLIABILITY, END OF YEAR

PLAN FIDUCIARY NET POSITION
Contributions
Employer
Employse
Donations
Net investment income
Benefit payments
Administrative expenses

NET CHANGE IN PLAN FIDUCIARY NET POSITION

PLAN FIDUCIARY NET POSITION, BEGINNING OF YEAR

PLAN FIDUCIARY NET POSITION, END OF YEAR

TOWNSHIP'S NET PENSION LIABILITY

Plan fiduciary net position as a percentage of total pension liability

Covered Employee Payroll

Township's net pension liability as a percentage of covered payroll
Annual money-weighted rate of return, net of Investment expense

Police
__Pension

$ 361775
1,010,772

(763,405)
609,142

13,678,450

$ 14,287,592

$ 532,716
126,445

750

509,313
(763,405)

(3,800)
402,019

10,480,925

$ 10,882,944

'S 3,404,648
76.17%
2,549,696
133.52%
5.36%

Ten year activity will be reported In future years as information becomes avallable.

Non-Uniformed
Pension

§ 144642
483,969
(256,992)

371,619
6,651,898

$ 6,923,517

$ 225902
77,446

238,284

(256,992)
(4,000)

280,640
4,828 408
$ 5,100,048

$ 1,814,469
73.7%%

1,531,039
118.51%
5.30%



Not available due to biennially required Act 205 report.

Year
2006 Police
Non-Uniformed
2006 Police
Non-Uniformed
2007 Police
Non-Uniformed
2008 Police
Non-Uniformed
2009 Police
Non-Uniformed
2010 Police
Non-Uniformed
2011 Police
Non-Uniformed
2012 Police
Non-Uniformed
2013 Police
Non-Uniformed
2014 Police
Non-Uniformed
Notes to schedule:
Valuation date:

EAST NORRITON TOWNSHIP

PENSION FUNDS

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF TOWNSHIP CONTRIBUTIONS

Actuarial Contributions Contribution Covered Contributions as
Determined from Deficiency Employee a Percentage
Contribution Employer (Excess Payroll of Payroll

$ 245,848 $§ 245,848 $ - - -
139,029 139,029
215,195 215,195 - * *
133,767 133,757
183,019 183,018 - -
132,012 132,012
198,579 198,579 - * *
138,600 138,600
269,029 269,029 - 2,267,943 11.86%
155,818 155,818 1,672,191 9.32%
270,911 270,211 - » *
136,204 136,204
354,772 354,772 - 2,404,010 14.76%
169,669 169,669 1,740,017 9.75%
354,474 364,475 (1 * *
137,467 137,467
519,812 519,812 - 2,295,702 22.64%
227,365 227,365 1,743,851 13.04%
632,716 532,716 - 2,549,836 20.89%
225,902 225,902 1,531,039 14.75%

Actuarially determined contribution rates are calculated as of January 1, two to four years prior to the end of the fiscal year
in which the contributions are reported.

Methods and assumptions used to determine contribution rates:

Actuarial cost method
Amortization method

Remaining amortization period

Asset valuation method

Inflation

Salary increases
investment rate of return
Retirement age

Mortality

Other information:

There have been no changes in benefit terms since January 1, 2013.

Entry age

Level dollar closed

13 years

Market value of assets as determined by the trustee

3.00%
6.00%
7.50%

Normal retirement age
RP2000 table. This table does not include projected mortality

improvements.
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EAST NORRITON TOWNSHIP

BUDGETARY COMPARISON STATEMENT - OTHER GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2014

Variance with
Original Final Actual Final Budget
Budgeted Budgeted {Budgetary Paositive

Amounts Amounts Basis) {Negative)
REVENUES
Taxes:
Real estate $ 597,250 $ 597,250 $ 602,752 $ 5,602
Street light assessment 86,000 86,000 90,416 4,416
Licenses and permits 4,000 4,000 - (4,000)
Interest, dividends, and rents - - 1,882 1,882
Intergovernmental revenues 406,740 416,015 439,022 23,007
Charges for service/fees 176,200 179,200 189,651 10,451
Miscellaneous revenue/other 1,000 1,000 10,859 9 859
TOTAL REVENUES 1,271,190 1,283,465 1,334 582 51,117
EXPENDITURES
Public safety 376,166 376,166 287,769 88,397
Highways and streets 344,240 345,515 313,462 32,053
Culture and recreation 564,613 567,613 480,691 86,922
Miscellaneous:
Payroll taxes and employee benefits 145,834 145,834 125,694 20,140
Insurance 30,000 30,000 12,824 17,176
Debt service:
Capital outlay 135,000 178,000 753,833 (675,833)
TOTAL EXPENDITURES 1,595,853 1,643,128 1,974,273 (331,145)
DEFICIENCY OF REVENUES UNDER
EXPENDITURES (324,663) (359,663) (639,691) (280,028)
OTHER FINANCING SOURCES (USES)
Proceeds from long-term financing - - 676,030 576,030
Sale of capital assets - - - -
Cash carry over 290,388 326,388 - (325,388)
Refund of prior year expenditures - - 20,5683 20,583
Interfold transfer out (26,725) (26,725) {52,583) (25,858}
Interfold transfer in 61,000 61,000 61,000 -
TOTAL OTHER FINANCING SOURCES 324,663 359,663 605,030 245 367
NET CHANGE IN FUND BALANCE 9 - $ - (34,661) _$  (34661)
FUND BALANCE, BEGINNING OF YEAR 677,242
FUND BALANCE, END OF YEAR 5 542581
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EAST NORRITON TOWNSHIP

BUDGETARY COMPARISON STATEMENT - CAPITAL PROJECTS FUND

REVENUES
Taxes:

Real estate
interest, dividends, and rents
Miscellaneous revenue/other
TOTAL REVENUES

EXPENDITURES
General government
Public safety

Highways and streets
Capital outlay

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES

OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)

Cash carry over
Refund of prior year expenditures

TOTAL OTHER FINANCING SOURCES
NET CHANGE IN FUND BALANCE

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

FOR THE YEAR ENDED DECEMBER 21, 2014

Variance with
Original Final Actual Final Budget

Budgeted Budgeted (Budgetary Positive
Amounts Amounts Basis) (Negative)
$ 340,750 $ 340,750 $ 342,544 $ 1,794
250 250 478 228
10,000 10,000 21,218 11,218
351,000 351,000 364,240 13,240
15,000 15,000 31,496 {16,496)
260,950 260,950 79,351 181,599
998,550 998,550 43,413 955,137
51,500 51,500 63,821 (12,321)
1,326,000 1,326,000 218,081 1,107,919
(975,000) (975,000) 146,159 1,121,159
875,000 875,000 - {975,000)

. - 6,722 6,722
975,000 975,000 6,722 (968,278)

$ - $ - 162,881 152
1,129,090
$ 1.281.971
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