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19. Cost of Service.

a. Provide a copy of the seller's audited financial statement for the previous
two years.

RESPONSE:

a. See enclosed audited financial statements provided by the Township for the
previous two years (2015 and 2016) for the Township of Sadsbury.
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Maulo & Company, Ltd. Certifred Public Accoun tan ts

27 South High Street
West Chestet, PA 19382-3224

voice: 610.692,0910
fax: 610.692.7260

eanail: rncl@maulo.com

Independent Auditor's Report

To the Board of Supervisors
Sadsbury Township
Chester Cou nty, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the
business-type actlvities, each major fund, and the aggregate remaining fund information of
Sadsbury Township, Chester County, Pennsylvania, as of and for the year ended December 31,
2OI5, and the related notes to the financial statements, which collectively comprise Sadsbury
Township's basic flnancial statements as listed in the table of contents.

M a n a g em e nt's Respo n si b i I ity fo r th e Fi n a n ci a I Statements

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

Auditor's Responsi bi lity
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audlt in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from materlal
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
dlsclosures in the financlal statements. The procedures selected depend on the auditor's
judgment, Including the assessment of the risks of material misstaternent of the financial
statements, whether due to fraud or error. In making those risk assessrnents, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financlal statements in order to design audit procedures that are appropriate ln the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accountlng estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respectlve financial position of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the Sadsbury Township as of
December3l, 2015, and the respectivechanges in financial position and, where applicable,



cash flows [hereof forthe year then ended in accordance with accounting princlples generally
accepted in the United States of America (GAAP).

Other Matterc

Required Su pplementary Information

Accounting prlnciples generally accepted in the United States of America require that
management's discussion and analysis on pages MD&A 1 through MD&A 18 and budgetary
comparison information on pages 35 through 37 be presented to supplementthe baslc financial
statements, Such Information, although not a parl of the basic flnancial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essentlal part of
flnanclal reporting for placing the baslc financial statements In an approprlate operational,
economic, or historlcal context, We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's
responses to our Inquiries, the basic financial statements and other knowledge we obtained
during our audit of the baslc financial statements. We do not express an opinlon or provide any
assurance on the Information because the limited procedures do not provide us with evidence
sufficient to 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 comprlse Sadsbury Township's baslc financlal statement. The introductory section
and the non-major fund budget and actual financial statement is presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The non-major fund budget and actual financial statement is the responsibility of management
and was derlved from and relates directly to lhe underlying accountlng and other records used
to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audlt of the basic financlal statements and certain additional
procedures, including comparing and reconclling such Informatlon directly to the underlylng
accounting and other records used to prepare the basic flnancial statements or to the basic
financial statements themselves, and other addltional procedures ln accordance with auditing
standards generally accepted in the United States of America. In our opinion, the non-major
fund budget and actual financial statement is fairly stated, in all material respects, in relation to
the basic financlal statements as a whole.

The introductory and statistical section have not been subjected to the auditing procedures
applied in the audit of the baslc financlal statements, and, accordingly, we do not express an
opinion or provide any assurance on them.

West Chester, Pennsylvania
October 18, 2016



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015

The Management Discussion and Analysis of Sadsbury Townshlp's financlal performance provides an
overview of the Township's flnancial activltles for the fiscal year ended December 31, 2015. The
intent of thls discusslon and analysis ls to look at the Township's financlal pedormance as a whole,
Readers should also review the financial statements and related notes,

Management's Discussion and Analysis (MD&A) is an element of the reporting model adopted by
the Governmental Accounting Standards Board (GASB) In Statement Number 34, Basic Financial
Statements-and Management's Discusslon and Analysis - for State and Local Governments,
presented in the MD&A.

Ftnntcxat Htenuents
. The Township's assets exceeded its liabilities by $12,398,583 (net position) for the fiscal

year. The 2015 increase was $409,490.
. Total net position is comprlsed of the following:

1) Capital assets, net of related debt, of $8,759,728 include property and equipment, net of
accumulated depreciation, and are reduced by outstanding debt related to the purchase
or constructlon of capital assets, The 2015 decrease was $110,857.

2) Net position of $522,722 are restricted by constraints lmposed from outside the Township
such as grantors, laws, or regulations. The 2015 decrease was $5931946.

3) Unrestrlcted net assets of $3, 116,133 represent the portion avallable to malntain the
Township's contlnulng obligatlons to citizens and creditors. The 2015 increase was
$t,114,293,

. The Township's governrnental activities reported total ending net assets of $7,475,648 this
year. The 2015 increase was $196,600.

. At the end of the current fiscal year, unassigned fund balance for the General Fund was
$822,065 or 57,0o/o of total General Fund expenditures, including transfers, and 46.00/o of
total General Fund revenues, including transfers. The 2015 increase was $289,611.

r This increase in fund balance relates to increased payroll related tax revenue such as earned
income taxes and local service taxes, an Increase in developer contributions, and a reductlon
In legal expenses and highway road project costs compared to 2OL4,

OvEewtw or rne Ftnaner,at fiareuerrc
The accompanying financial statements have been prepared in accordance with GASB Statement
Number 34 and present both govemment-wlde and fund level financial statements uslng both
the accrual and modified accrual basls of accountlng, respectively.

MD&A 1



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Contlnued)

Ggvernment-Wfide Hnanclal Stttemenfs
. The first two statements are government-wide financlal statements - the Statement of Net

Position and the Statement of Activities. These provlde both long-term and short-term
information about the Township's overall financlal status.

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

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

r Over time, increases or decreases in the Township's net position are an indication of whether
its financial health is lmproving or deteriorating, respectively.

r To assess the overall health of the Township, a reader needs to consider additional non-
financlal factors, such as changes in the Township's property tax base and increases in
development In the Township.

r The government-wlde flnancial statements of the Township are divided into two categories:

Governmental Actlvities - All of the Township's basic servlces are included here, such as
administration and community services. Taxes, charges for services, and state grants
finance most of these activities.

Business-Type Actlvltles - The Township runs a sewer systern and charges fees to
residents for conveyance of waste through the Township's sewer system,

Fund Level Flnandal Ftabmants
The remaining statements are fund financlal statements that focus on individual parts of the
Township's operatlons in more detail than the government-wide statements, The governmental
fund statements tell how the Township's general servlces were flnanced In the short-term, as
well as, what remains for future spending. Proprietary fund statements offer short-term and
long-term flnancial information about the activities that the Township operates like a business.
For this Townshlp, this is the Sewer Fund. Fiduciary fund statements provide Information about
flnanclal relationshlps in whlch the Township acts solely as a trustee or agent for the benefit of
others.

. Governmental Funds - Most of the Township's actlvities are reported ln governmental funds,
which focus on the determinatlon of financial position and change in financial positlon, not on
income determlnation. Governmental funds are reported using an accounting basis called
modified accrual accounting, which measures cash and all other financlal assets that can
readlly be converted to cash. The governmental fund statements provide a detalled short-
term view of the Township's operations and the services it provldes. Governmental fund
information helps the reader determlne whether there are more or fewer financial resources
that can be spent in the near future to finance the Township's programs. The relationship
(or differences) between governmental activities (reported in the Statement of Net Position
and the Statement of Activities) and governmental funds is reconciled in the financial
statements.

MD&A 2



SADSBURY TOWNSHIP
Managernent Discussion and Analysis
December 31, 2015
(Continued)

. Proprietary Funds - These funds are used to account for Townshlp activlties that are sirnilar
to business operations in the private sector, where the reporting focus is on determining net
income, flnancial position, changes in financial positlon, and a significant portion of fundlng
through user charges. When the Township charges customers for services it provides-
whether to outside customers or to other units in the Township-these servlces are generally
reported in proprletary funds. The Sewer Fund is the Township's proprietary fund and is the
same as the business-type activities reported ln the government'wide statements,

. Fiduclary Funds - The Township is the trustee, or fiduciary, for some escrow funds. All of the
Townshlp's fiduciary activities are reported in a separate Statement of Fiduciary Net Position.
We exclude these activltles frorn the Township's other financial statements because the
Townshlp cannot use these assets to finance its operatlons.

The financial statements also include notes that explain some of the Information in the financial
statements and provlde more detailed data,

FTNANCTAL ANALySTS OF TflE TqWNSHTP-GOVERNMFNT-,WnaE STATENENTS

The Township's total net position was $12,398,583 at December 31, 2OL5. The Township's total
net assets were $11,989,093 at December 31, 2014. Thls represents an Increase of $409r49O
which is a 3,4o/o increase. The following tables present condensed financial informatlon for the
net position of the Township as of December 31, 2015 and 2014.

Schedule of Net Position
Year Ended December 31, 2015

Governmental Business-type
Actlvitles Actlvltles

ASSETS
Current and other assets
Capltal assets, net

Total Assets

LIABILITIES
Current liabllltles
Non-current liabllltles

Total Liabilities

NET POSITION
Invested In capital assets,

net of related debt
Restricted
Unrestricted

Total Net Posltion

Total Liabllltles and Net Posltion

$ 2,672,774
4.832,153 .

$ 7.504,927

$ 29,279

,, 29,279

4,932,153
522,722

2,L20,773

7,475,648

$ 7,so4.927

$ I,34t,4L2
6,916,575

$ 8,2s7,987

-

$ 345,052
2.989,000

3,335,052

3t927,575

995,360

4,922,935

$ 8,257,987

Total

$ 4,014,186
tt,748.778

$ \5,762,9L4

$ 375,331
2,?89,000

3.364.331

9,759,729
5?,2,722

3.116.133

12,398,s83

* t5.762,9I4

MD&A 3



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Continued)

ASSETS
Current and other assets
Capltal assets, net

Total Assets

LIABILITIES
Current liabilities
Non -current liabllitles

Total Llabllitles

NET POSITION
Invested in capital assets,

net of related debt
Restrlcted
Unrestricted

Total Net Posltlon

Total Llabilities and Net Posltlon

Schedule of Net Position
Year Ended December 3L,2OL4

Governmental
Activitles

$ 2,317,L92
5,022,985

s 7.339.877
G

$ 60,829

Total

$ 3,5tt27V
12,094,595

$ 15,605,862

$ 627,769
2,989,000

3,6t5,769 -

8,870,585
1,116,669
2,001,840

11,989,093

$ 15,605,862

60,929

5,022,595
1,115,669
1,139,695

, 7,27?,048

s 7,339,877

-

Business-type
Activitles

$ 1,194,085
7,O7L,900

$ 8,265,98s

-

$ 566,940
2.98e,000

3r555,940

3,847,9O0

962,145

. 4,71q,94S.

$ 8.265.98s
@

The results of this year's operations as a whole are reported in the Statement of Activities. All
expenses are reported in the flrst column. Specific charges, grants, and revenues that directly
relate to specific expense categories are represented to determlne the final amount of the
Township's activitles that are supported by obher general revenues. The largest revenues are
property taxes, other taxes, and chages for services.

MD&A 4



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Continued)

The followlng tables present condensed financial information for the Statement of Activities In a
different format, in order to present total revenues for the years ended December 31, 2015 and
2014.

Changes in Net Positlon
ForThe Year Ended December 31, 2015

Governmental Buslness-Type
Actlvities Actlvitles Total

REVENUES
Program Servlces

Charges for services $
Operatlng grants and contrlbutlons
Capltal grants and contributions

General Revenues
Real estate taxes
Transfer taxes
Per caplta taxes
Earned lncome taxes
Local Servhes taxes
lnvestment earnings
Rental lncome
Mlscellaneous

Total Revenues

EXPENSES
General government
Publlc safety
Solld waste oollectlon
Hlghways and streets
Culture and recreatlon
Mlscellaneous expendltu res
Sewer system

Total Expenses

Increase (decrease) In net posltlon
before transfers

$ 1,216,303

t,216,902

954.283

TRANSFERS

Increase (decrease) In net posltlon

Net posltlon - beglnnlng

Net posltlon - ending

49,729 (49,729t

196,600 2t2,89O

7,279,048 4,710,045

i 
-L!l:&g- 

$ 1,922's3s

428,460
505,593
242,O83
44L,186

L3,422
92,O49

2,678,176

4O9,49O

4O9,49O

11,989,093

$ 12.398.583r-

593,584
195,031

2L5,163
72,886
6,030

541,165
106,690

2,584
23,805
13.836

L,87O,764

428,460
506,693
242,O83
441.186

13,422
92,O49

1,809,887
195,031

0

2 15,163
72,886

6,030
64t,L65
106,680

3,183
23,805
13,836

3,087.666

599

954,283

954.283

262,6L9

1,723,8'93

146,87t

MD&A 5



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2o15
(Continued)

Changes in Net Position
For The Year Ended December 3Lr 2OL4

REVENUES
Program Services

Charges for services
Operatlng grants and contributions
Capltal grants and contributions

General Revenues
Real estate taxes
Transfer taxes
Per capita taxes
Earned lncome taxes
LocalServices taxes
Investment earnings
Rental Income
Miscellaneous

Total Revenues

EXPENSES
General government
Public safety
Solid waste collection
Highways and streets
Culture and recreation
Miscellan eous ex pend itu res
Sewer system

Total Expenses

Increase (decrease) In net position
before transfers

TRANSFERS

Increase (decrease) ln net position

Net posit-on - beglnning

Net position - ending

Governmental
Activltles

5t3,487
1 34,195
363,560

2r4t293
174,94L

8,754
671,464
105,487

4,214
22,252
24,260

2,236,897

523,237
523,456
242,062
390,210

18,228
117,680

1.814,873

422,O24

44,764

466,788

6,8L2,260

$ 7,279,048_-

Business-Type
Actlvit'res

$ 1276,730

93,372

1.370,490 .

961,937

961,937

408,553

(41,291)

367,262

4,342,783 
,

$ 4,710,045'-

Total

r,7go,2L7
134,185
456,932

2L4,293
t74,94L

8,754
67L,464
105,487

4,602
22,252
24,260

3,607,387

523,237
523,456
242,062
39O,Zr0

18,228
117,580
96r,937

2,776,8L0

830,577

3,473 .,

834,050

11 155.043

$ 11,989,093

388

MD&A 6



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Continued)

EXPENSES

The following tables present condensed financial information on the expenses of the Township
by function,

Expense Analyses

Exoenses - Governmental Actlvlties

The following table illustrates both the gross and net costs of servlces. Unrestricted grants
and contributions are deducted to reflect the amount needed to be funded by other revenue
sources, Capital contributions from developers are not included in the analysis,

Total Cost
of Serylces

$ 428,460
505,593
242,083
441,186

13,422
92,049

$ r.723.893

Net Cost
(Benefit)

of Services

$ 342,750
294,19O
(90,242)
323,858
(27,327)
92,o4g

$ 935.278

-

0

$ 935,278
@

$ 518,412
316,567
(93,258)
(73,038)
17,279

117,680

For the year ended
December 31. 2015

For the year ended
December 31, 2014

Net Cost
Total Cost (Benefit)
of Servlces of Services

General government
Publlc safety
Solid waste collection
Highways and streets
Culture and recreation
Miscellaneous
Total Expenses
Less: Grants, subsidies, and
contributions not restricted

Amount funded by other
revenue sources

Sewer system

For the year ended
December 31, 2015

Net Cost
Total Cost (Benefit)
of S_ervlces of Service-s

$ 954,283 $ (26?'020)

f 523,237
523,456
242,062
390,210

LB,22B
117.680

$ 1,814.873 $ 803.641

-

For the year ended
December 31, 2014

Net Cost
Total Cost (Benefit)
of Services of Ssrvkes

$ 961,937 $ (408,165)

The following table reflects condensed flnancial activities of the sewer system, the only business-
type actlvlty of the Townshlp.

MD&A 7



SADSBURY TOWNSHIP
Management Dlscussion and Analysis
December 31, 2015
(Continued)

THE TOWNSHIP FANDS

General Fund

. At December 31, 2015 and2OL4, the Township reported fund balances of $1,256,027 and
$9A4,922, respectively, which represents 87.2o/o and 56.80/o of total expenses. Fund balance
as a percent of total expenses increased because of higher taxes as explained below and a
reduction in legal expense and highway road project expenses as compared to 2014. The
fund balance is allocated as follows:

Non-spendable - prepaid expense $
Restricted

Parks capital
Stormwater rnalntenance

Assigned - budgetary reserve
Unassigned 822.065

$ L,256,O27
'G

REVENUE

Generaf fund revenues totaled $L,79L,826 for the year ended December 31, 2015. The
following table reflects a comparison of current year revenues with the revenues reflected ln the
2015 budget year:

Actual
2015

Taxes $ 1,076,564
Licenses and permlts 78,968
Fees and flnes 18,934
Interest incorne 978
Rental incorne 23,805
Intergovernncntal revenues 281800
Charges for services 44t,O76
Contrlbutions frcm private sector 59,136
Miscellaneous 13,836
Other financlng sources 49,729

$ 1,791,825

-

49,288

39,319
6,2L5

339,140

olo of Budget Inc/(Dec)
Total 2015 frcm Budget

60.10lo $ 1,063,500 $ 12,964
4.4o/o 73,4OO 5,568
L.tolo 27,7OO (8,766)
0.1% 740 238
L,3o/o 23,800 5

L.6o/o 473,500 (444,700)
24,60/o 398,200 42,876
3.3Yo 45,600 12,536
0.8olo 3,800 10,036
2.7o/o 46,100 3,629

100.0o/o $ 2,L57,44O $ (365,614)

- 
-

Intergovernmental revenues were lower than expected due to the 2015 budget including a
transportation enhancement grant for $4361000 that was not recelved. Contributions from
private sector was higher than the budget due to increased developer projects in 2015.

MD&A 8



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Continued)

EXPENDITURES

General fund expenditures totaled $L,440,72L These expenditures were segregated into
various programs depending on the functions of the activity. These programs and the costs
associated with each, as well as, comparison to the orlginal 2015 budget, are as follows:

Actual
2015

ola of
Total

tudget
2015

Inc/(Dec)
from Budqet

General governnrent i 474A78 32.9o/o $ 726,200 $ (251,722)
Publlc safety 477,774 33.2o/o 545,300 (67 t526)
Public works, solid waste collection 242,083 16.80/o 244,600 (2,5!7)
Public works, hlghways and streets L48,723 10.3olo 140,600 8,123
Cufture and recreation 5,614 O.4o/o 4O,4OO (34,786)
Special projects 3,600 O.2o/o 420,000 (416,400)
Mlscellaneous 88,{19 6.20/o 11_4,300 (25,851)

$ L.44O,72t -lgo.ggE $ J,23L,4OO-$ --(-7e0ggl-
General government was lower than budgel because of lower legal fees, engineering fees and
administration costs such as payroll and insurance costs. Public safety was lower than budget
because of lower payroll costs and gasoline cost by the police department. Culture and
recreation were lower because a project that was budgeted did not occur in 2015. Special
project costs were lower than budget because a hlghway project funded by federal and state
grants was delayed.

MD&A 9



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Continued)

coNpENsED STATEMEI{T OF AgTTVITTES

Governmental and Proprietary (Sewer) Fund

A cornparison including graphs of the Township's Governmental and Proprietary (Sewer) Funds
revenue and expendltures/expenses for 2015 and 2O74 by category (as used for budgetlng
purposes) is shown below:

Revenrtes
Taxes-real estate
Taxes levied under Act 511
Licenses and permits
Fees and fines
Interest lncome
Rental income
Interg overn mental reven ues
Charges for servlce
Contributions for private sector
Mis cellaneous revenues
Interfund transfers
Sewer system revenues

Total Revenues

Expenditures/ E*panses
General Government
Public Safety
Publlc works-solid waste collection
Public works- highways and streets
Culture and recreatlon
Special project
Miscellaneous
Sewer system expenses

Total Expendltures/ E xpenses

2015

$ 2t5,572
860,992

78,968
18,934
2,58'4

23,905
135,895
477,286

59,136
13,836
49,729

I,2t6,902

$ 3.153.639

--@

20t4

$ 211,909
968,400
75,328
21,908
4,2L4

222s2
1.26,2O5
4L6,1-O4

10,480
24,260
44,764

!.277,tL}

$3,202,942
@

$ 474,478
477,774
242,O83
241,363

5,614
3,500

88,449
L,OO4,0L2

$ 2,s37.373

-

$ 548,915
5O1,927
242,062
287,426
14,321
19,316

117,680
1,003,229

s2,734,875E
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SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015

RevenuesYear ended December 31, 2015

Taxes-Real Eshte and flnes
Mls cellaneous Re\renues

096
1S

llons for
sectof

2%

Interfund Transfers

Ucenrer aDd Permlts
2r$

IntergovEfnmenta I

revenues
itt6
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SADSEURY TOWNSHIP
Management Dlscusslon and Analysls
December 31, 2Ol5

Revenues Year Ended December 3t,2Ot4
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SADSBURY TOWNSHIP
Management Discussion and Analysis
December 3Lr z0ts

Expenses/Expend itu res Yea r ended Decem b er 31, 2015
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SADSBURY TOWNSHIP
Management Discussion and Analysis
Deoember 31, 2015
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SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2O15
(Continued)

CAPTTAL PRO]ECTS FUND

At December 31, 2015 and 20t4, the Township reported a fund balance of $689,751 and
$689,077, which is an increase of $674 and a decrease of $16,057, respectively. During 2015
and20L4, this fund recelved no transfers from the generalfund and transferred $0 and $18,556
respectlvely, to pay for capltal assets.

GENERAL FUND FUDGET

During the fiscal year, the Board of Township Supervisors authorizes revisions to the original
budget to accommodate differences from the original budget to the actual expenditures of the
Townshlp. Those adjustments are again confirmed at the time the annual audit is accepted.
This ls done after the end of the flscal year in accordance with state law. A schedule showing
the Township's original and final budget amounts compared with amounts actually paid and
received is provided in the financial statements.

The Township applies for federal, state, and local grants and these grants cannot always be
anticipated in the budgeting process. Budgeted revenues are adjusted to reflect actual revenues
recelved for all approved grants.

Budgeted expenditures are also adjusted to reflect the actual expenditures rnade for all
approved grants. Transfers between specific categories of expenditures/financing uses occur
during the year.

CAPITAL ASSETS

At December 31, 2015 and 2014, the Township had $71,748,728 and $12,094,585,
respectively, invested in a broad range of capital assets (net of accumulated depreciation),
including land, bulldlngs, sewer, collection system, vehicles, and machinery and equipment.
This amount represents a net increase in cost of $L67,226, and an Increase in accumulated
depreciation of $513,083,

MD&A 15



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Continued)

The following schedules present the changes in capital assets for the years ended December 31,
2015 and 20t4. During this period, the Township had the following significant additions in
capital assets.

Schedule of Gapltal Assets
ForThe Year Ended December 31, 2015

Governmental Business-type
Activltles Activlties Total

CAPTTAL ASSETS
Land
Bulldlngs
Machinery and equipment
Vehicles
Highways and streets
Storm sewers
Sewer collection system
Construction in progress

Total Capital Assets

ACCUMULATE D DE PRECUITION
Buildings
Machinery and equlpment
Vehicles
Highways and streets
Storm sewers
Sewer collectlon system

Total Accumulated Depreciation

CapltalAssets, Net

$ 407,858
t,607,0r2

43L,0t3
44O,262

3,246,507
1,199,215

4rL.062

7,732,939

397,944
363,988
322,L54

1,623,104
203,695

49,LIz
140,000
L43,652

9,52L,323
93,914

8,948.001

42,233
75,815

1,913.378

2,031,326

$ 6,916,575're

$ 456,980
!,747,Otz

574,665
44O,262

3,246,507
1,189,215
8,52L,323

504.976

16.680.940

430,077
439,803
322,154

t,623,tO4
203,696

L,9r3,378

4,932,2L2

$ 7L,748,728'rc

2.900,796

$ 4,832,153'-
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SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015
(Continued)

Schedule of Capital Assets
For The Year Ended December 31-r 2Ol4

CAPITAL ASSETS
Land
Buildings
Machinery and equipment
Vehicles
Highways and streets
Storm sewers
Sewer collection system
Construction in progress

Total CapitalAssets

ACC UMUTATE D DEPREC IATION
Bulldlngs
Machinery and equipment
Vehicles
Highways and streets
Storm sewers
Sewer collectfon system

Total Accumulated Depreciation

Capital Assets, Net

$ 407,868
I,507,OLz

402t751
440,262

3]46,507
1,159,838

33s,264__

7.598,502

344,403
337,3r2
278,3t9

1,435,568
180,215

Governmental
Activities

2,575,8t7

$ 5,022,685
fl

Business-type
Activities

49,1\2
140,ooo
110,863

8,52r,323
93,9L4

8,9r5.2r2

39,433
60,896

L,742,98?

L,843,3L2

$ 7,071,900

-

Total

456,980
r,747,Or2

513,614
44Q,262

3,246,507
1,158,838
9,52r,323

429,178

16,s&774

383,836
398,208
278,3L9

1,435,568
180,215

1,742,983

4,4r9,129

$ 12,094,58s'#

MD&A 17



SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 20l5
(Continued)

DEBT ADMINISTRATIQN

As of January I,2015, the Townshlp had total outstanding principal on notes of $3,224,000.
During the year, the Township made payments against prlnclpal In the amount of $235,000,
resulting in ending outstanding debt, as of December 31, 2015, of $2,989,000,

Debt Service Schedule
December 31, 2015

Principal
Outstandlng
Jan. 1, 2015 Additlons Payments

Principal
Outstanding

Dec.31. 2015

Guaranteed Sewer Revenue $ 719,000
Note Serles 1998

Guaranteed Sewer Revenue
Note Series 2003 1,960,000

Guaranteed Sewer Revenue
Note Series 2009 545,000

$ 47,000 $ 672tooo

187,000 $ L,773,000

1,000 000

_s_3,221J'oo- _$.__9. _$235pqg_ _$zf€gqqg_

More detailed information about our long-term liabillties is included ln the Notes to the Flnancial
Statements.

THE TOWNSHIP'S FUTURE

The Township expects to experience growth in the next five years as the economy improves,

FINANCIAL MANAGEMENr

Our financial report is designed to provide our cltizens, taxpayers, Investors, and creditors wlth
a general overvlew of the Township's finances and to show the Board's accountability for the
money lt recelves. If you have questions about thls repoft or wish to request additlonal financial
informatlon, please contact Linda Shank, Assistant Secretary/Assistant Treasurer at the
Township office.
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SADSBURY TOWNSHIP
Statement of Net Posltion
December 31, 2015

Governmental
Activitles

Buslness-Type
Activltles

ASSETS
Cash and cash equlvalents
Investments
Accounts recelvables
Taxes recelvable, net
Internal balances
Preoald ltems
Other current assets
Capltal assets not belng depreclated

Land
Rlght-of-way easements
Constructlon In progress

Capltal assets, net of accumulated depreciatlon
Bulldlngs
Highways and streets
Machlnery and equlpment
Storm Sewer
Vehlcles
Sewer collectlon system

ToLal assets

LIABITITIES
Accounts payable
Accrued llabllltles
Interest payable
Unearned revenue
Long-term llabllitles

Portlon due or payable wlthln one year
Notes payable

Poftlon due or payable after one year
Notes payable

Total llablllties

NET POSTTION
Net Investment In capltal assets
Restrlcted

Parks capital
Stormwater maintenance
Highways and streets
Act 209 capltal projects

Unrestrlcted

Total net posltion

Total llabllities and net positlon

$ 8,257,987 i L5,762,914

1,997,059

392,581
289,486

r,to7
49,288
43,243

407,868

4Lt,062

1,219,168
L,623,4O3

67,025
985,5 19
118,108

$ 7,504,927

$ 25,514
3,765

29,279

4,932,L53

39,319
6,215

138,524
338,664

2,LzO,773

7,475$48

$ 7,5M,927

-

292,L34

974,805

( 1,107)
75,590

10,000
39,Ltz
93,914

97,767

67,837

' 6,607,g45

$ 2,189,203

L,367,396
289,486

124,969
43,243

4L7,868
39,LLz

5O4,976

1,316,935
t,623,4O3

134,862
985,519
118,108

*9,607,945 -

$ 42,184 $

2,225
301,643

244,OO0

2,745,ooo

995,360

4,922,935

$ 9,257,997
G

67,698
3,765
2,225

301,643

244,OOO

2,745,000

3,335,052 ,3,364,331_

3,927,575 8,759,728

39,319
6,215

L38,524
338,664

3,116,133 -
12,3-98,583

$ 15,762,9L4

See accompanylng notes to the flnancial statements,



SADSBURY TOWNSHIP
Statement of Astlvlties
For the Year Ended December 31, 2015

Proqrarn Revenues
Net(Expense)RevenueandChangesinNetPosit|on

Charges for Grants and Grants andServlces Contributions Contrlbutions Actlvltles Adlvltles TotalsFunctions/ProgralDs

covern menta I activities

General government
Publlc safety
Solld waste collectlon
Highways and streets
Culture and recreatlon
Mlscellaneous

Total governmental activities

Business activities

Sewer system

Total primary government

@neral rcvcnues

Taxes
Real estate taxes
Transfer taxes
Per caplta taxes
Earned income taxes
Local seruices taxes

Inve$rnent eamings
Rental income
Miscellaneous

Transfers

Total general revenues

Change in net positlon

Net posibon - beginning

Net position - ending

Expenses

s 42A,460 $
506,693
242,093
44L,L86

t3,422
92,O49

t0,742 $ 0
29,L78

384
1I4,828
39,899

(342,7s0) $
(294,LgO)

90,242
(323,E58)

27,327
(92,049)

0 $ (342,750)
(294,190)

90,242
(323,858)

27,327
(92,O49)

(e35.278)

262,020 262,020

26?.,O20 (673,258)

599

(49,72e)

(49,130)

zLz,g90

2L5,763
72,886

6,030
647,L65
106,580

3,193
23,805
13,836

t,o82,748

409,490

11,989,093

74,968 $
183,325
33L,941

2,500
850

L,723,893 593,584

954,283 1216,303

$ 2,678,t76 $ 1,809,887

-

195,031 o (935,278)

$195,031 $0(935,278)

ZIJ,IOJ
72,896

6,030
64\,1,65
106,680

2,584
23'805
13,835
49,729

1,13+,878

196,600

7,279,048 4"7L0,O45

$ $ 4,922,935 $12,398,583-@@

See accompanying notes to the financial statements.



SADSBURY TOWNSHIP
Balance Sheet-Governmental Funds
December 31, 2015

Capital
General ProJects
Fund Fund

Uquld Total
Fuels Governmental
Fund Funds

Act
209
Fund

ASSETS
Cash and cash equivalents
Other recelvables, net
Taxes recelvable
Due from other funds
Prepald expenses
Other current assets

Total assets

$ 728,2L8
392,433
289,486

3,O77
49,2gg
43,243 .

$ 1,505,745

$ 689,751 $ 338,664 $ 140,436
148

$ 689,751 $ 338.66,4 $ 140,584

- 

:

$ 1,897,069
392,581
289,486

3,O77
49,288
43,243

$ 2,674,744

LIABILITIES, DEFERRED INFLOWS OF

RESOURCES AND FUND BALANCES

LTABILITIES
Accounts payable
Payroll and withholdlng taxes payable
Due to other funds

Total liabllltles

DEFERR,ED INFLOWS OF RESOURCES
Unavallable revenue, property taxes
Unavallable revenue, other taxes
Unavallable revenue, trash servlces

Total deferred inflows of resources

FUND BALANCES
Nonspendable, prepaid expenses
Restricted

Pa*s capital
Stormwater malntenance
Hlghways and streets
Act 209 capital projects

Assigned
Capltal proJects
Budgetary reserve

Unasslgned

Total fund balances

Total tlablllUes, deferred Inflows
of resources and fund balances

$ 25,424
3,765

0$ $so
1,970

$ 25,514
3,765

, L,g7O

2,060 3L,249

0 0

t38,s24
338,664

689,75t

_6p9,751 338,664

$ 689,75! $ 338,564:

7,947
72,973

139,609

220,529

49,288

39,319
6,215

t38,524
338,654

689,751
339,140
822,065

2,422,966

$ 2,674,744

13q,524

$ 140,584

See accompanying notes to the financial statements.



SADSBURY TOWNSHIP
Reconciliatlon of Total Governmental Funds Balances
To Net Position of Governmental Activities
Decernber 31, 2015

Total Fund Balances - Governmental Funds g 2,422t966

Capital assets used In governmental actlvltles are not current
financial resources and therefore are not reoorted in the fund
flnanclal statements but are reported in the governmental
activlties of the statement of net position. Those assets consist of:

Land $ +O7,g6g
Construction In progress 4Lt,O62
Buildlngs and lmprovements, net of accumulated depreciation
of $387,844 1,219,168
Machinery and equipment, net of accumulated depreciation
of $363,988 67,025
Storm sewers, net of accumulated depreciatlon of $203,696 985,519
Vehlcles, net of accumulated depreclatlon ol $322,154 118,108
Infrastructure, net of accumulated depreciation of $1,623,104 t,623,4O3 4,832,153

Taxes reccivable will be collected this year but are not available
soon enough to pay for the current perlod's expenditures and
therefore are deferred In the funds. 220F29

Total Net Posiuon - GovernmentalActivities $ 7,475,648
@

6

See accornpanying notes to the flnancial statements.



SADSBURY TOWNSHIP
Statementof Revenues, Expenditures, and Changes in Fund Balances-
Governmental Funds
For the Year Ended December 31, 2015

General
Fund

$ 215,572 $
860,992

78,968
18,934

978
23,805
28,800

44t,O76
59,136
13,836

t,742,Og7

474,478
477,774
242,O83
L48,723

5,674
3,600

a8,449

\,4!0,72r ,

301,376

49,729

Llquld
Fuels
Fund

Total
Governmental

. Funds

i 215,572
860,992

78,968
18,934

2,584
23,805

135,995
477,286

59,136
13,836

474,478
477,774
242tOB3
24t,363

5,614
3,600

88,449

Capital Act
Projects 209
Fund Fund

REVENUES

Taxes - real estate
Act 511 taxes
Llcenses and permlts
Fees and fines
Interest Income
Rental lncome
Intergovernmental revenues
Charges for servlces
Contrlbutlons ftom prlvabe sector
Mlscellaneous revenue

Total revenues

EXPENDITURES

General government
Publlc safety
Publlc works, solld waste collection
Publlc works, highways and streets
Culture and recreatlon
Speclal ProJect
Mlscellaneous (payroll taxes,

employee beneflts)

Total Expendltures

Excess (deficlency) of revenues
over expenditures

oTHER FINANCING SOURCES (UsEs)

Interfund Transfers

Net Change In Fund Balances

Fund balance--January 1, 2015

Fund balance--December 31, 2015

0$ 0$

674 561

36,2rO

0

37t

107,095

674 36,771 tO7A66 1,887,008

92,640

9?,649. 1,533,361

674 36Jf_l_ 14,826 _ 353.647

. 49.,719_

4O3,376351,105 674

903,922 6W,O77

3 7.2s6.O27 $ 689.751 $

36,77t L4,826

.301,893 _ 123,698 2,019,590

338,664$ 138,524 i 2,422,966

See accompanylng notes to the flnancial statements.



SADSBURY TOWNSHIP
Reconciliation of the Governmental Funds Staternent of Revenues,
Expenditures and Changes in Fund Balances to the Statement of Actvities
For the Year Ended December 31, 2Ol5

Totaf net change in fund balances - gov€mrnental funds $ 403,376

Governmental Funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
ls allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which depreciation
($324,969) exceeds capital outlay ($134,437) in the current
period (Note 4). (190,532)

Revenues ln the staternent of activltles that do not provide
current financial resources are not reported as revenues in the (16,244\

Change in net positlon of governmental activities $ 195,600

See accompanying notes to the flnanclal statements,



SADSBURY TOWNSHIP
Statement of Net Position-Proprietary Fund
December 31, 2015

ASSETS

Current assets
Cash and cash equlvalents
Accounts receivable
Prepaid expenses

Total current assets

Noncurrent assets
Capital assets

Land
Rf ght-of-way easements
Constructlon in progress
Other capital assets, net of accumulated depreciation

Total noncurrent assets

Total assets

LIABILITIES

Current liabilities
Accounts payable
Other current liabilities
Unearned revenues
Due to other funds
Notes payable, current

Total current liabllities

Noncurrent liabilities
Portlon due or payable in more than one year

Notes payable

Total liabilities

Net positlon
Net investment in capital assets
Unrestrlcted

Total net position

Total liabilities and net posltion

See accompanylng notes to the financial statements.

Sewer
System
.Fund

$ 292,L34
974,8O5

75,590

1,342,5L9

10,000
39,1 12
93,914

6,773,549,,

6,916,575

$ 8,259,094

$ 42,L84
222s

301,643
L,lo7

244,OOO

591,159

2,745JOqO

3,336,159

3,927,575
995,360

4,922,935

$__u!9493_
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SADSBURY TOWNSHIP
Statement of Revenues, Expenses and
Changes in Net Position-Proprietary Fund
For the Year Ended December 31, 2015

OPERATING REVENUES
Charges for services

OPERATING EXPENSES
Wastewater and sewage collection
Depreclation

Total Operating expenses

Operatlng Income

NONOPERATTNG REVENUES (EXPENSES)
Interest income
Interest expense

Total non-operating revenues (expenses)

Income before transfers

TRANSFERS OUT

Change in net positions

Total net positlon - January 1, 2015

Total net position - December 31, 2015

Sewer
System

Fund

$ 1,316,303

645,552
188,114 _

833,66_6,

382,637

599
(rzo,6L7)-

(120,018)

262,619

(49,729\-

2L2,890

4,7LO,O45

$ 4,922,935

See accompanying notes to the flnanclal statements.
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SADSBURY TOWNSHIP
Statement of Cash Flows-Proprietary Fund
Folthe Year Ended DecemberSl,20ts

CASH FTOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppllers

Net cash provided by (used in) operating activities

CASH FLOWS FROI,I NONCAPITAL FINANCING ACTIVITIES
Transfers to other funds

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition of capital assets
Principal payments on debt
Interest pald on long-term debt

Net cash provided by (used in) capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest recelved

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Sewer
Systern

Fund

$ 1,306,248
(646,77L)

659,477

(I48,622)

(32,789)
(235,000)
(LzOt79O)

(s88,579)

1221875

169,259

$ 292,134

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating income

Adjustments to reconcile operating loss to net cash
provlded by operating activities

Depreciation
Change in assets and llabllities

Decrease In accounts receivable
Decrease in prepaid expenses
Decrease in accounts payable
Increase in unearned revenue

Net cash provided by operatlng activities

See accompanylng notes to the financial statements.

$ 382,637

199,1 14

72,13O
2,3LL

(3,530)
17,815

$ 659,477
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SADSBURY TOWNSHIP
Statement of Flduciary Net Position
December 31, 2015

Agency
Funds

ASSETS
Cash and cash equivalents $ 397,596 .

TIABILITIES
Other current liabilities $ 397,596

See accompanylng notes to the financial statements.
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SADSBURY TOWNSHIP
Notes to Financial Statements
leeember 31, 2O_15

1. ORGANIZATION

Sadsbury Township is located in western Chester County, Pennsylvania. The Township
was incorporated in t7L7 and follows the provisions of Act P. L. 1481, No. 557, as
amended, the Second Class Townshlp Code, It operates under the supervisor form of
government and provides the following services:

Public Safety (Police, Fire)
Planning and Zoning
Highways and Streets
Culture - Recreation
Public Improvements
General Administrative
Sewer

2.

The accounting policies of Sadsbury Township (the Township) conforrn to United States
generally accepted accountlng principles as applicable to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-settlng body
for establishing governmental accounting and financlal reporting principles. The following
is a summary of the more slgnificant accounting policies:

A. Basrs or Pnesenrntrott

Govenruenr-WrDE FINANGTAL Srnreuerurs

The statement of net position and the statement of activitles provlde information
about the Townshlp as a whole. These statements include the financial activities of
the primary government, except for fiduciary funds. The statements distingulsh
between those activilies of the Township that are governmental and those that are
considered business-type activlties.

The statement of net position presents the financial condition of the governmental and
business-type activlties of the Township at year end. The statement of activities
presents a comparison between direct expenses and program revenues for each
program or function of the Township's governmental activities and for the single
business-type activity of the Township, Direct expenses are those that are speclfically
assoclated with a servlce, program or department and, therefore, clearly identifiable
to a paftlcular functlon. Program revenues include charges paid by the reclpient of
the goods or services offered by the program, grants and contributlons that are
restrlcted to meeting the operatlonal or capital requlrements of a partlcular program
and interest earned on grants that is required to be used to support a particular
program. Revenues which are not classifled as program revenues are presented as
general revenues of the Township, with certain limited exceptions. The comparison of
direct expenses with program revenues identifies the extent to which each buslness
segment or governmental function is self-financing or draws from the general
revenues of the Township.
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SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2015
(Continued)

FUND FINANCIAL STATEMENTS

Durlng the fiscal year, the Township segregates transactions related to certain
Township functions or activities into separate funds in order to aid financial
management and to demonstrate legal compliance. Fund financial statements are
designed to present financial information of the Townshlp at this more detailed level.
The focus of governmental and proprietary fund financial statements is on major
funds. Each major fund is presented In a separate column. Non-major funds are
aggregated and presented in a single column. Fiduciary funds are reported by type,

REPoRTING ENTTTY

In evaluating how to define the government for financial reporting purposes,
management has considered all potential component units. The decision whether to
include a potential component unlt In the reporting entlty was made by applying the
criteria set forth in generally accepted accounting principles. No component unlts are
included in the reporting entity of Sadsbury Township.

B. FuuoAccounrrne

The Township uses funds to report its assets, liabilities, and fund balances and
revenues and expenses. Fund accounting is designed to demonstrate legal
compliance and to aid financial management by segregating transactions related to
certain governmental functions or actjvitles. A fund is a separate accounting entity
with a self-balancing set of accounts. Government resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled. The various funds
are grouped in the financial statements into three broad fund categories, which
include five generic fund types.

GovenNueNrll FunDs

Governmental Funds are those through which most governmental functions of the
Township are financed, Governmental fund reporting focuses on the sources, uses,
and balances of current financial resources. Expendable assets are assigned to the
various governmental funds according to the purposes for which they will be used,
The difference between governmental fund assets and liabllities is reported as fund
balance.

. General Fund

The General Fund is the general operating fund of the Township. It is used to
account for all financial resources except those required to be accounted for in
another fund.

r Special Revenue Funds

Special Revenue Funds are generally used to account for the expenditure of
revenues that have been restricted to specific program or projects. They may be
separately accounted for because of specific legal or regulatory provislons or by
administrative action. The Townshlp has one special revenue fund;

Liquid Fuels Fund

The Llquid Fuels Fund is used to account for the Liquid Fuels Grant received
from the Pennsylvanla Pepartment of Transportatlon.
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SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2O15
(Continued)

. Capital Projects Funds

Capital Resere Fund

The Capital Reserve Fund is used to account for financial resources used in the
acquisition, construction, or lmprovements of major capital facilities within the
Township.

Act 2O9 Fund

The Act 209 Fund is used to account for transportation impact fees charged to
new developments based on the effect each development will have on the
township roadways. These monies are to fund future roadway improvements.

Pnopnrrtnnv Funos

. Sewer Fund

The Sewer Fund ls used to account for the operatlons of the sewer system, The
sewer system is flnanced and operated in a manner simllar to a private buslness
operation, whereby the costs of providing goods or services to the general publlc
on a contlnuing basis are recovered primarily through user charges.

Froucrlnv Furos

.. Trust and Agency Funds

Trust and Agency Funds are used to account for assets held by the Townshlp in a
trustee capacity or as an agent for lndlvlduals and private organlzations. This fund
consists of an escrow fund.

C. BuDGETeruo BuocrTARy AccouNTrNc

The Township follows these procedures in establishing the budget:

1) Prior to December lst, the Township Treasurer submits to the Board of
Supervisors a proposed operating budget for the fiscal year commencing the
following January lst. The operatlng budget Includes proposed expenditures and
the means of flnancing them.

2) Public hearlngs are conducted to obtain taxpayer comments.

3) Prlor to December 31st, the budget is legally enacted through passage of an
ordinance by the Board of Supervisors.

4) The Board of Supervisors may, by resolution, transfer unencurnbered budgeted
arnounts between departments within any fund.

5) Budgets for all funds are adopted on a cash basis.

D. MEASUREHENT Focus

GOVERNUENT-WToT FINANCIAL STATEMENTS

The government-wide financial statements are prepared using a flow of economic
resources measurement focus and the accrual basis of accountlng, Revenues are
recorded when earned and expenses are recorded when the llablllty is incurred,
regardless of the timing of the related cash flows. All assets and all liabllltles
assoclated with the operatlon of the Township are included on the statement of net
positlon whlle excluding fiduciary activities.
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E.

Funo FrnnNcrAL Stnreuexts

All governmental funds are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current
liabilities are generally included in the balance sheet. The statement of revenues,
expenditures, and changes in fund balances reflects the sources (i.e., revenues and
other financing sources) and uses (i.e., expenditures and other financing uses) of
current financial resources, This approach differs from the manner in which the
governmental actlvities of the government-wlde financlal statements are prepared.
Governmental fund financial statements, therefore, include reconciliation with brief
explanations to better identify the relationship between the government-wide
statements and the fund financial statements for governmental funds.

Like the government-wide financial statements, the proprietary fund is accounted for
using a flow of economic resources measurernent focus. All assets and all llabllities
associated with the operation of this fund are included on the statement of net
position.

The statement of changes in revenues, expenses, and changes in net posltion
presents increases (e.9., revenues) and decreases (e.9., expenses) in total net
position. The statement of cash flows reflects how the Township finances and meets
the cash flow needs of its proprletary fund.

BAsrs OF ACcoUNTING

The basis of accounting that is used determines when transactions are recorded in the
financial records and reported on the financial statements. Government-wide financial
statements are prepared uslng the accrual basis of accounting. Governmental funds
use the modified accrual basis of accounting. Differences in the accrual and modifled
accrual basis of accounting arise in the recognltlon of revenue, in the recording of
deferred revenue, and in the presentatlon of expenses versus expendltures.

Revenurs - Excnlner AND NoN-ExcHANcE Tnenslcrrons

Revenue resulting from exchange transactlons, in which each party gives and receives
essentlally equal value, is recorded on the accrual basis when the exchange takes
place. On the modified accrual basis, revenue is recorded in the fiscal year in which
the resources are measurable and become available, Available means the resources
will be collected within the current fiscal year or are expected to be collected soon
enough thereafter to be used to pay liabilities of the current fiscal year, For the
Township, available means expected to be received within sixty days of fiscal year
end.

Non-exchange transactions, In which the Township receives value wlthout directly
giving equal In return, include property taxes, income taxes, grants, entitlements, and
donations. On the accrual basis, revenue from property taxes is recognized in the
fiscal year that the taxes are levled. Revenue from income taxes is recognized in the
period in whlch the income is earned. Revenue from grants, entitlements, and
donations is recognized in the fiscal year in which all eligibility requirements have
been satisfied. Eliglbility requirements include timing requirements, whlch specify the
year when the resources are required to be used or the fiscal year when use is flrst
permitted; matchlng requirements, ln which the Township must provlde local

F.
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resolJrces to be used for a specified purpose; and expenditure requirements, in which
the resources are provided to the Township on a reimbursement basis, On the
modlfied accrual basis, revenue frorn non-exchange transactions must also be
available before it can be recognized,

G. DEFERRED OurFtows/INFlows oF REsouRcEs

In additions to assets, the statement of net position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies
to a future perlod(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then.

In addition to liabilities, the statement of net position will sometirnes report a separate
section for deferred inflows of resources. Thls separate flnancial element, deferred
inflows of resources, represents an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. The Township has three items, which arise only under a modlfied basls of
accounting, which qualify for reporting in this category. Accordingly, unavailable
revenues for property taxes, other taxes and trash services, are reported only in the
-Governmental Funds balance sheet. These amounts are deferred and recognized as
an inflow of resources in the period that the amounts become available,

H. ExPENsrs/ExRrHorruREs

On the accrual basls of accounting, expenses are recognized at the time they are
incurred.

The measurement focus of governmental fund accounting is on decreases in net
financial resources (expenditures) rather than expenses. Expenditures are generally
recognized in the accounting period in which the related fund liability is incurred, lf
measurable. Allocations of cost, such as depreciation and amortization, are not
recognized in governmental funds.

I. CASH AND CASH EQUIVALENTS AND INVESTMENTS

Investments with an original maturity of three months or less at the tlme they are
issued are presented on the financial statements as cash equivalents, Investments
with an initial maturity of more than three months are reported as investments.

The Townshlp rnalntains separate cash accounts for each fund. Under the Second
Class Township Code of the Commonwealth of Pennsylvania, the Township ls
authorized to invest in the following types of investments:

United States Treasury Bills, Obligations of the United States Governrnent or
Commonwealth of Pennsylvania or its agencies or instrumentalitles backed by their
full faith and credit.

Deposits in savings accounts or certificates of deposit in institutions secured by the
Federal Deposit lnsurance Corporation, the Federal Savings and Loan Insurance
Corporation, the National Credit Union Share Insurance Fund, the Pennsylvania
Deposit Insurance Colporation, or the Pennsylvania Savings Association Insurance
Corporation to the extent that such accounts are so insured. Amounts above the
insured maximum are pennitted, provided that approved collateral, as provided by
law, shall be pledged by the depository.
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Shares of an investment company registered under the Investment Company Act
of 1940, whose shares are reglstered under the Securities Act of 1933, provided
that the only investments of that company are in the authorized investments for
Township funds listed above.

During 2015, the Township Invested its funds as authorized by the Second Class
Township Code.

J. Accounts Receivable and Allowance for Doubtful Accounts

The Township provides sewer and trash services to lts resldents and extends credit to
them in the process. The Township has provlded an allowance for uncollectible
accounts of $29,000 on trash servlce receivables and $81,000 on sewer service
recelvables at December 31, 2015. In revlewing aged receivables, management
considers their knowledge of the customers, historical activlty, and current economic
and other activity in establishing the allowance for doubtful accounts. A receivable is
charged to bad debt expense when management determines the receivable is
uncollectible.

K. Pnepnro Irrus
Payments made to vendors for servlces that will benefit periods beyond December 31,
2015, are recorded as prepaid items using the consumptlon method. A current asset
for the prepaid amount ls recorded at the time of purchase and an expenditure/
expense is reported in the year which the services are consumed,

L. INTERFUND REGEIVABLES/PAYABLES

On the fund financial statements, receivables and payables resulting from short-term
interfund loans are classified as Interfund Recelvables/Payables. InterFund balances
within the governmental actlvities and within the business-types activities are
eliminated on the government-wide statement of net assets,

M. PRoPERTYTAX

The Townshlp is permitted by the Second Class Township Code to levy taxes as
follows:

General purposes 14 mills
(5 additional mills may be levied with court approval)

Llghting-highways, roads, & public places 5 mills
Fire 3 mills
Fire hydrant 2 mills
Ambulance and rescue squads 0.5 mills
Parks and recreation unlimited
Principal and interest payments unlimited

Property taxes are levied on January lst of each year. The elected tax collector bllls
and collects all taxes and then remits them to the Township.

The taxes are subject to discount and penalty per the following schedule:

Discount Period March 1 to Aprll 3O - 2o/o of Gross Levy
Flat Period May 1 to June 30
Penalty Period July 1 to Collection - 100/o of Gross Levy
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Dellnquent property taxes are liened in January of the following year and collected by
Chester County.

N. CAPTTAL Assers

General capital assets are those assets not specifically related to activities reported in
the proprietary fund. These assets generally result from expenditures in the
governmental funds. These assets are reported in the governmental activities column
on the government-wide statement of net assets but are not repofted on the fund
financial statements. Capital assets used by the proprietary fund are reported in both
the buslness-type activities column on the government-wide statement of net assets
and in the fund.

All capital assets are capitallzed at cost (or estimated historical cost) and updated for
additions and reductions during the year, Donated fixed assets are recorded at their
fair market value on the date donated. The Township maintalns a capitalization
threshold of $1,000.

All capital assets, except land, are depreciated. Improvements are depreciated over
the remalning useful llves of the related capital assets. Depreciation is computed
using the straight-line rnethod over the following lives:

Descrlption Estlmated Lives

Land improvements 15-40 years
Buildings and bullding improvemenLs 15-40 years
Furnlture and fixtures 5-10 years
Vehlcles 5-15 years
Equipment 5-20 years
Hlghways and streets 15 years
Llghting 25 years
Sewer system 50 years
Storm system 50 years

O. AccRuED LIABILTTIES AND LONG-TERM OgUCIrrOns

All payables, accrued liabilities and long-term obligations are reported on the
government-wlde financial statements. All payables, accrued liabilities, and long-term
obligations payable from the proprietary fund are reported on the business-type
financial statements. [n general, governrnental fund payables and accrued liabilities
that, once incurred, are paid in a timely manner and in full from current financlal
resources are reported as obligations of the funds,

P. Nrr PoSITIoN

Net position represents the difference between assets and liabilities. Net position
invested in capital assets represenbs the cost of fixed assets net of related debt and
net of accumulated depreciatlon. Net position are reported as restrlcted when there
are limitations lmposed on their use either through the enabling legislatlon adopted by
the Township or through external restrictions imposed by creditors, grantors, or laws
or regulations of other governments, The Township's policy ls to first apply restricted
resources when an expense is incurred for purposes for which both restrlcted and
unrestricted net assets are available.
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Q. Net Posrrron/Funo Bnlances

The government-wide and business-type activities financial statements utilize a net
posltlon presentation. Net position is categorized as invested in capital assets (net of
related debt), restrlcted and unrestricted.

o Net Investment in Capital Assets - This category groups all capital assets
into one component of net position. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acqulsition,
construction, or improvement of these assets reduce the balance of thls
category.

o Restricted Net Position - This category presents external restrictions
lmposed by creditors, grantors, contributors, or laws or regulations of other
governments and restrictions imposed by law through constitutional provisions
or enabling legislation.

o Unrestricted Net Position - This category represents net position of the
Township not restricted for any project or other purpose.

The Township has implemented GASB Statement No. 54, Fund Balance Reportlng and
Governmental Fund Type Definitions. This statement provides more clearly defined
fund balance categories to make the nature and extent of the constraints placed on
the Township's fund balances more transparent. The following classifications describe
the relative strength of the spending constraints:

o Nonspendable Fund Balance Includes fund balance amounts that cannot be
spent either because they are not in spendable form or because of legal or
contractual constraints.

Restricted Fund Balance Includes fund balance amounts that can be spent only
for speclfic purposes stipulated by external resource providers or through enabling
leglslation.

Committed Fund Balance includes fund balance amounts that are constralned
for specific purposes that are Internally imposed by the Township through formal
action of the Board of Directors and do not lapse at year-end. To be reported as
committed, amounts cannot be used for any other purpose unless the Township
takes the same highest level action to remove or change the constraint.

Assigned Fund Balance includes fund balance amounts that are intended to be
used for specific purposes that are neither considered restricted or committed, as
expressed by the Board of Directors or by an official or body to whlch the Board of
Directors delegates the authority.

Unassigned Fund Balance includes the residual classifications for the General
Fund and includes all amounts not contalned In the other classifications.
Unassigned amounts are technically avallable for any purpose.
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The details of the fund balances are included in the Governmental Funds balance
sheet (page 5). Restricted funds are used first as appropriate, followed by
committed resources and then asslgned resources, to the extent that expenditure
authority has been budgeted by the Board of Supervisors. The Townshlp Board of
Supervisors establishes (and modifies or rescinds) fund balance commitments by
passage of a resolution. Assigned fund balance ls intended to be used by the
Township for speclfic purposes but does not meet the criteria to be classified as
restricted or committed.

R. OpERATtte RevrnuEsAND ExpeHses

Operating revenues are those revenues that are generated directly from the primary
activity of the proprietary fund. For the Township, these revenues are charges for
sewer service. Operating expenses are necessary costs Incurred to provide the
service that is the primary activity of the proprietary fund.

S. Irurenruro TRausacrroNs

On fund financial statements, receivables and payables resulting from short-term
Interfund loans or Interfund services provided and used are classified as "due
to/from other funds". Interfund balances within governmental activities and within
business-type activities are eliminated on the government-wide statement of net
position, The only interfund balances which remaln on the government-wide
statement of net positlon are those between governmental and business-type
activities. These amounts are reflected as "internal balances" in the financial
statements.

Transfers are used to (1) move revenues from the fund that statute or budget
requlres to collect them to the fund that statute or budget requlres to expend them,
(2) move receipts restricted to debt service from the funds collecting the receipts to
the debt servlce fund as debt service payments become due, and (3) use unrestricted
revenues collected in the general fund to finance various programs accounted for in
other funds in accordance with budgetary authorizations.

Exchange transactions between Funds are reported as revenues in the sellerfunds and
as expenditures/expenses in the purchaser funds. Flows of cash or goods from one
fund to another without a requirement for repayment are reported as interfund
transfers, Interfund transfers are reported as other financing sources/uses in
governmental funds and after non-operating revenues/expenses in enterprise funds.

T. ESTIMATES

The preparation of the financial statements in conformity with generally accepted
accounting prlnclples requires management to make estlmates and assumptions that
affect the amounts reported in the financial statements and accompanying notes.
Actual results may differ from those estlmates,

U. PRocRAm Revenues

Program revenues are allocated to specific departments and consist of charges for
services for solid waste collection and buildlng permits, cable franchise fees, citation
income, and grants and subsidies.
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3. INTERFUHD RECEIVABTE/PAYABLE AT{DTRANSFER

The balances of short-term Interfund receivables and payables at December 31, 2015, are
as follows:

Due Due
F[qm . To

General Fund $ 3,077 $
Capital Project Fund
Act 209 Fund
Llquid Fuels Fund
Sewer System Fund

Totals $__:__lfiz s___L-otL

Interfund transters for the year ending December 31, 2015, are as follows:

r,g7o
1,107

Transfer In Transfer Out

$ 49,729 $
49.729

L______A9J29_ L___49-ZE

General Fund
Sewer Fund

Totals
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CAPITAL ASSETS

Capltal asset activlty for the year ended December 31, 2015, was as follows:

Beginning Ending
Balance Increase Decrease Balance

GOVE RNME NTAL ACTIVITI ES

Capital assets not belng
depreclated:

Land
Construction in progress

Total capital assets not
being depreciated

Capital assets being depreclated:
Building
Highways & streets
Machinery & equipment
Storm sewers
Vehichs

Total capltal assets being
depreclated

Total capltal assets

Less accu mulated depreclatlon :

Building
Highways & streets
Machinery & equipment
Storm sewers
Vehlcles

Total accumulated depreclatlon

Governmental Actlvltles
Capltal Assets, Net

$ 407,868 $ o
335,264 75,798

743,132 . 75,798

$ 407,868
4LL,062

_ 0 818.930

6.855.370 58,639

7.598,502 L34,437

L,607,olz
3,246,507

402,751
1,159,838

440,262

(344,403)
(1,435,568)

(337,312)
(180,215)
(278,319)

28,262
30,377

(43,44L)
(187,536)
(26,676)
(23,487)
(43,835)

nv

L,607,OLz
3,246,5O7

431,013
1,199,215

440,262

, 6,914,009

7,732,939

(387,844>
(1,623,704)

(363,988)
(203,696)
(322,154)

(2,s75.817) (324,969\ 0 (2,900,786)

$ 5,022,685 $ (190,532)$ 0 $ 4,832,153
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Beglnnlng
Balance Increase

Ending
Decrease Balance

BUSINESS.TYPE ACTIVITIES

Capital assets not belng depreciated:
Land
Rig ht-of-way easements
Constructlon ln progress

Total capltal assets not
belng depreclated

Capttal assets belng depreciated:
Bullding
Machlnery & equlpment
Sewer collectlon system

Total capltalassets
belng depreclated

Total capltalassets

Less accumulated depreciation :

Buildlng
Machlnery & equlpment
Sewer collectlon system

Total accumulated depreclation

Buslness Type Activitles
CapltalAssets, Net

Govern mental activities
General government
Public safety
Publlc works - hlghways and streets
Culture and recreation

Total governmental actlvities

Busin ess-type activlties

Total depreciation

0$ o$

00

32,789

$ 10,000 $
39,LIz
93,914

143,026

140,000
110,863

8,52r,323

10,000
39,1 12
93,9I4

143.026

l40,ooo
143,652

8.521.323

Depreciation expense was charged to the functlons/programs of the Township as follows:

8,772,!86 72,789 A 8,804,975.

-.8,9rs,2L2 ,, 71,7q? q g,g4g,q01

(39,433) (2,800) (42,233)
(60,896) (14,919) (75,815)

6,742p83\ (170,395) (1.913.378)

(1.843.312) (188.114) 0 (2.031.426)

$ 7,071,900 $ (1ss,32s)$ 0 $ 6,916,575

- $ 41,089
34,47L

24t,60I
7.809

324,969

188,114

$ 513,083:
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5. OPE"RATING LEASES

The Township is the lessor of land under an operating lease expiring in 2019.

Minimum future rentals to be recelved on non-cancelable leases as of

Year ending December 31:
2016
2017
2018
20L9

Total

$ 23,805
23,805
23,805
11,902

$ 83,317

-
Minimum future rentals do not include contingent rentals that rnay be received by the
Township if the lessee subleases the property.

There were no contingent rentals received by the Township in 2015.

The lessee has the option to renew the lease for three additional five year perlods at the
following annual rent:

Perlod I $ 23,805 per year
Period 2 $ 27,376 per year
Period 3 $ 3L,4BZ per year

6. DEPOSTTSANDI$VE$TME$Tq

Deposits

Custodlal credit risk - Custodial credit risk is the risk that in the event of a bank failure,
the Townshlp's deposits may not be returned to it, At year end, the total carrylng
amount of the Township's checking, savings, and money market deposits was $2,586,799
and the corresponding bank balance was $2,692,L78, Of the bank balance, $250,000
was covered by federal deposltory insurance, and $2,442,178 was collateralized through
pools of securities held by the respective depository institutions. There is no custodlal
credit risk.

Investments
Statutes authorize the Township to invest in U.S. Treasury bills, U.S. Government Agency
bonds, tlme, or share accounts or institutions insured by the Federal Deposit Insurance
Corporation or Federal Savings and Loan Insurance Corporation or in certificates of
deposit when they are secured by proper bond or collateral, repurchase agreements,
State Treasurer's lnvestment pools, and mutual funds.
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Interest Rate Risk

The Township has a formal investment policy that limits investment maturities as a
means of managlng its exposure to fair value losses arising from increasing interest
rates. The Township has no interest rate risk.

Credit Risk

The Township has no investment policy that would limit its investment choices to certain
credit ratings.

Concentratlon of Credit Risk

The Township places no lirnit on the amount that the Township may invest in any one
issuer.

7. DEBT OELIGATIOI.IS

Following is a summary of changes in debt obligations for the year ended December 31,
2015:

(See next page)
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Descrirtbn

Anpunt Additions

Outshnding Current

11112015 Year

Retired Anpunl
Currenl Ortstanding

Year 12t31t2015

1998 Guaranteed Sewer Revenue Note

The orlglnal lssue amount of 9975,000 had a
flxed fnterest rate of 4.584oh. Beglnnlng

September 2006, the note bears lnterest al
a fixed rate of 4,25%, $

The orlglnal lssue amount of 9405,000 had a

varlable weekly Interest rate based on the
Munlclpal Swap Index as set by the Bond Market
Assoclatlon. Thls rate cannot exceed 2So/o pel
annum. The average rate was 3.35Yo. Beglnnlng
September 20O6, the note bears Interest at
a flxed rate of 4.045o/6.

2003 Guaranteed Sewer Revenue Notes SerlEs A

The orlglnal lssue amount of $2,t23,000 had a

varlable weekly lnterest rate based on the
Munlclpal Swap Index as set by the Bond Markel
Associatlon, Thls rate cannot exceed 15olo per

annum. The average rate was 3,37Vo, Beglnnlng
September 2006, the note bears Interest at
a flxed rate of 3,979o/o,

The orlglnal lssue amount of $1,377,000 had a

varlable weekly Interest rate based on the
Munlclpal Swap Index as s€t by the Bond Market
AssoclaUon. Thls rate cannot exceed 150/o per

annum. The average rate was 3,37o/o. Beglnnlng

September 2005, the note bears interest at
a flxed rate of 3,979o/o,

2009 Guaranteed Sewer Revenue Notes Serles A-1

480,000 $

239,000

583,000

0 $ 31,000 $ 449,0m

16.000 223.000

187,0q) 336,000

1,377,000

2,000

542,000

$ 2,e89,000

27

1,377,000

, The orlglnal lssue amount of $8,000 had a

; Vartable weekly Interest rate based on the

Munlclpal Swap Index as set by the SecurlHes
Industry and Flnanclal Market AssociaUon. Thls
rate cannot exceed 15% per annum, The average

: rate was .9529%. 3,000 1,000

, 2009 Guaranteed Sewer Revenue llotes Serles A-2

i The orlglnal lssue amount of $542,000 had a

varlable weekly Interest rate based on the
' Munlclpal Swap Index as set by the Securatles

i Industry and Flnanclal MarketAssoclaHon. Thls

I rate cannot exceed 159o per annum. The average

i rate was .9529o/o. 542,000

Total Debt Obllgatlons g 3,224,000$ 0$ 235.@0::-
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The Township can prepay the Guaranteed Sewer Revenue Notes-the Series of 1998, and
both Series A and B of 2003, and both Series A-1 and A-2 of 2009 subject to paying the
costs associated with the liquldation of the notes.

The Guaranteed Sewer Revenue Notes-Series of L998, both Series A and B of 2003, and
both Series A-1 and A-2 of 2009-are secured by the revenue base of the sewer system
and by the full falth, credit, and taxing powers of the Township.

Interest expense was $120,6L7 for the year ended December 31,2OI5

The amounts of future annual principal and interest payments on debt outstanding, assuming
a variable rate of 4o/o for the 2009 notes, as of December 31, 20L5, for each of the next five
years and in the aggregate are as follows:

Year Ending December 31, Principal Interest - Total
2016
2017
2018
2019
2020
2027-2025
2026-2028

$ 244,000 $ 117,483 $
254,000 107,383
263,000 96,899
273,OOO 86,029
284,000 74,798

1,263,000 200,783
408,000 2L,795

351,483
361,383
359,899
359/029
358,798

1,463,783
429.79s

$ 2,989,000 $'- 70s r70 $ 3,694,170

Proceeds from tax-exempt bonds issued after Septernber 1, 1985, are subject to the 1986
Tax Reform Act, The Township fnvests, records, and reports these proceeds in the manner
set forth by the U.S. Treasury and Internal Revenue Service to maintain the tax-exempt
status of the bonds at December 31, 2015. There are no arbitrage liabilities. The Township
ls ln compliance with provlsions of all note agreements,

The Township issued the Guaranteed Sewer Revenue Notes, 1998 A and B Series, the
Guaranteed Sewer Revenue Notes, 2003 A and B Serles, and the Guaranteed Sewer
Revenue Notes, 2009 Series to the Delaware Valley Regional Finance Authority ("DelVal")
to evidence its obligations for loans from DelVal. Under the terms of the Loan
Agreements, the Townshfp pays interest on the loans sufficlent to pay its allocable share
of DelVal's bond debt seryice, interest rate swaps (including termination costs), and
administrative costs.

DelVal has entered into interest rate swap transactions to hedge its exposure to changing
market condltions, to minimize the costs to provide loans, and to minimize fixed and
variable loan rates. All DelVal loans are initially variable rate, and all loans are allocated
a notional amount, equal to the outstanding principal of the loans, of DelVal interest rate
swaps under which DelVal pays a variable rate to its Counterparty. These are
programmatic swap agreements that would only be terminated if the DelVal Loan
Program were being collapsed. DelVal provides a fixed rate loan if requested by a
borrower by entering into an offsetting swap transaction under which DelVal pays a fixed
rate. This offsetting transaction is entirely allocable to the fixed rate borrower. The
offsetting transaction would only be termlnated if the fixed rate borrower requested the
terminatlon (to prepay its loan or to reset the interest rate), the fixed rate borrower
defaulted on its payment obligations, or the DelVal Loan Program were collapsed.
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InrunesT RATE SWAP. SERIES or 1998 GUARANTEED SEWER Revenue Norus A

Objectivq of the Interest rate swap - The Township issued the $975,000 Series of 1998.
Guaranteed Sewer Revenue Notes to DelVal to minimize its costs of issuance and to take
advantage of the ability to set the Notes at a variable rate or a fixed rate. The Notes
were converted to a fixed rate In 2006.

Terms - The Townshlp's obligations for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on September 25, 2026. The allocable notional
amount equals the Notes balance outstanding. Currently, under the Loan Agreement, the
Township pays DelVal a flxed rate of 4.25o/o plus a spread of 40 basis points.

Eair Value - The allocable portion of DelVal's variable rate swap had a positive falr value
of $81,983 at December 31, 2015. The fixed rate swap allocable to the Township had a
negative fair value of $83,604 at December 31, 2015. The fair value was derived from
proprietary models based upon well recognized financial principals and reasonable
estimates about relevant future market conditions.

Credit risk - As of December 31, 2015, the Township was exposed to credit risk because
the swaps had a comblned negative fair value, The Township is exposed to credit risk in
the amount of the derivatives fair value lf the DelVal Loan Program is collapsed, the
Townshlp elects to prepay the Notes or to reset the interest rate on the Notes, or the
Townshlp defaults on its payment obligations. DelVal was rated A2 by Moody's Investors
Service and A+ Standard and Poor's as of December 31, 2015.

Basis rlsk - The Township does not have any basis risk under the allocable DelVal swap
agreements.

INTEREST Rlre Swlp Senrrs or 1998 GuaRanrrrD SEWER Rrvrrue Nores B

Objectlve of the lnterest rate swao - The Townshlp issued the $405,000 Series of 1998.
Guaranteed Sewer Revenue Notes to DelVal to minimlze lts costs of issuance and to take
advantage of the ability to set the Notes at a variable rate or a flxed rate. The Notes
were converted to a flxed rate in 2006.

Terms - The Township's obligations for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on September 25, 2026. The allocable notional
amount equals the Notes balance outstanding. Currently, under the Loan Agreement, the
Township pays DelVal a fixed rate of 4.O45o/o plus a spread of 40 basis polnts,

Falr Value - The allocable portion of DelVal's variable rate swap had a positive fair value
of $40,718 at December 31, 2015. The fixed rate swap allocable to the Township had a
negative fair value of $34,733 at December 31, 2015. The falr value was derived from
proprietary models based upon well recognized financial principals and reasonable
estimates about relevant future market conditlons.
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Credlt risk - As of December 31, 2015, the Township was not exposed to credit risk
because the swaps had a combined positive falr value, The Township ls exposed to credlt
rlsk in the amount of the derlvatives falr value lf the DelVal Loan Program is collapsed,
the Township elects to prepay the Notes or to reset the interest rate on the Notes, or the
Township defaults on its payment obligations, DelVal was rated AZ by Moody's Investors
Service and A+ Standard and Poor's as of December 31, 2015,

Basis rlsk - The Township does not have any basis rlsk under the allocable DelVal swap
agreements.

Inrenrsr Rnrr Swnp - Senrrs or 2OO3 GuaRarreeD SEWER REVENUE NorEs A nro B

- The Township issued the $3,500,000 Serles of 2003.
Guaranteed Sewer Revenue Notes to DelVal to minimize its costs of issuance and to take
advantage of the abitity to set the Notes at a variable rate or a fixed rate. The Notes
were converted to a fixed rate ln 2006.

Terms - The Township's obligations for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on June 25,2023. The allocable notional amount
equals the Notes balance outstanding. Currently, under the Loan Agreement, the
Township pays DelVal a fixed rate of 3.979o/o plus a spread of 40 basls points.

Falr Value - The allocable portion of DelVal's variable rate swap had a positive fair value
of $323,732 at December 31, 2015. The fixed rate swap allocable to the Township had a
negative fair value of $205,743 at December 31, 2015, The fair value was derived from
proprletary models based upon well recognized financial principals and reasonable
estimates about relevant future market conditions.

Credit risk - As of December 31, 2015, the Township was not exposed to credit risk
because the swaps had a combined positive falr value, The Townshlp is exposed to credit
rlsk in the amount of the derivatives falr value if the DelVal Loan Program ls collapsed,
the Township elects to prepay the Notes or to reset the Interest rate on the Notes, or the
Township defaults on its payment obligations. DelVal was rated A2 by Moody's Investors
Service and A+ Standard and Poor's as of December 31, 2015.

Basisisk - The Township does not have any basis risk under the allocable DelVal swap
agreements.

INTEREST RaIE Smp - Senres OF 2OO9 GUARANTEED SEWER RevenUT NOTES

ObJective of the interestlate swap - The Township issued the $550,000 Series of 2009.
Guaranteed Sewer Revenue Notes to DelVal to minimize its costs of issuance and to take
advantage of the ability to set the Notes at a variable rate or a fixed rate. The Notes
were lssued at a variable rate.

Terms - The Township's obligations for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on June 25, 2023. The allocable notional amount
equals the Notes balance outstanding. At December 31, 2015, the variable Interest rate
was 0.91ol0,
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8.

Falr value - The allocable portion of DelVal's variable rate swap had a positive fair value
of $99,329 at December 31, 2015. The lair value was derived from proprietary models
based upon well recognized financial principals and reasonable estirnates about relevant
future market conditions.

Credit risk - As of December 31, 2015, the Township had no credit risk because the
variable rate swap had a positive fair value. DelVal was rated A2 by Moody's Investors
Service and A+ Standard and Poor's as of December 31, 2015.

Basis risk - The Township does not have any basls risk under the allocable DelVal swap
agreements.

PennsvlvnNIA-AMERIcaru Wnrrn Coupenv (FonurRlv CrTY oF ColtesvrllE AuTHoRrry)

Under an agreement dated July 7,1997, the Pennsylvania-American Water Company
(formerly City of Coatesville Authority) agreed to provide sewage conveyance and
treatment capacity of 410,750 gallons per day to Sadsbury Township. The Pennsylvania-
Arnerican Water Company construcled facillties needed for the additional sewage
conveyance and financed this project by issuing bonds- This agreement expires thirty
years from the effective date, Either party may terminate this agreement upon giving
five years written notice. The Township is responsible for the design, financing, and
construction of the sewer lines and pumping statlons located within the Township.

For this service, the Township is paying the Pennsylvania-American Water Company's
standard, published rates for sewage conveyance on a rnonthly basis.

In addition, the Township has reimbursed the Pennsylvania-American Water Company it's
pro rata share of capacity fees and conveyance costs assoclated with the Township's
connection to the system. The Township will also reimburse the Pennsylvania-Arnerican
Water Company for the pro rata share of the Pennsylvania-American Water Company's
bond interest directly attributable to the construction of facilities related to the additional
system. These charges are being paid on a per connection basis. At December 31, 2015,
prepaid expense was $43,205 for conveyance costs and $28,875 for capacity fees.

Under an agreement dated September 16, 2003, two developments located in West Caln
Township agreed to connect to the Sadsbury Township system to have their sewage
conveyed to the facility owned by the Pennsylvania-Arnerican Water Company.
Pennsylvania-American WaLer Company has agreed to construct a force maln to carry
flows of 110,000 gallons per day from these two developments to the Township's sewage
conveyance system. For this service, the two developments agree to pay to the
Township connection fees of $2,319 per equivalent dwelllng unit of which the Township
will reimburse $1,178 per equivalent dwelling unit to Sadsbury Sewer Corporation, as
discussed below. In addition, the two developments agreed to pay in advance $26,000
as a sewage conveyance fee for the period beginning Septernber 16, 2003, and ending
December 31, 2006. Beginning January I, 2007, the Township will charge for sewage
conveyance on a quarterly basis on a formula contained in the agreement. Sewage fees
were $10,997 for the year ended December 31, 2015, The two developments and
Pennsylvania-American Water Company agreed to relmburse the Township for all
expenses lncurred relating to this agreement.
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On August 3, 2013, the Township entered in a second agreement with a third
development located ln West Caln Townshlp that agreed to connect to the Sadsbury
Township system to have their sewage conveyed to the facility owned by the
Pennsylvania-American Water Company. For this service, the third development agrees
to pay to the Township the prevailing connection tees at the time of connection per
equlvalent dwelling unit. The current conneclion fee is $2,938 per equivalent dwelling.
In addition, the Township will charge for sewage conveyance on a quarterly basis based
on a formula contained in the agreement. Also, Pennsylvania-American Water Company
agreed to a proportionate share of future capital costs of the commonly used wastewater
facilities and the developer agreed to pay the total capital costs for the upgrades and/or
expansion of the pump station as necessary to correct any overload condltions caused by
treatment of sewage from this development. Finally, the third developments and
Pennsylvania-American Water Company agreed to reimburse the Township for all
expenses incurred relating [o thls agreement,

Sloseunv SEwER Conponnrron

Under an agreement dated )u1y7,7997, the Sadsbury Sewer Corporation (SSC), a
private third-party, constructed the sewage facilities needed to connect the Sadsbury
Townshlp system to the Pennsylvania-American Water Company (the interconnector) and
a portlon of the conveyance system In the SSC development. The Township is obligated
to construct all other conveyance systems to be located in the Township. For building the
interconnector, Sadsbury Sewer Corporation is entitled to 270,000 gallons per day of the
Township's 4L0,75O gallons per day to be provided by the Pennsylvania-American Water
Company. In addition, the Township has agreed to reimburse the Sadsbury Sewer
Corporation for any connection to the SSC system by a property owner withln the
Township (but not ln the SSC development) durlng the ten-year period commencing on
the date of dedication of the SSC facilities, subject to extensions agreed upon by both
parties. This rebate will be an amount equal to the collection component of the tapping
fee (subject to a five-percent administrative fee).

During the same ten-year period, SSC shall also be entitled to relmbursement of a
pro rata share of its capltal costs lncurred ln the constructlon of lts facillties when any
connectlon to the system is made from outside the Township.

COMMITMENTS AND CONTXNGEHCIES

Lecn- Pnocerorncs

The Township was named, along with other municipalities (Municipal Group) and
industrial companies (Industrial Group), as a potentially responsible party by the United
States Environrnental Protection Agency (EPA) for serious environmental contamination to
a landfill operation previously used to dispose of trash under a contract with the
Township. EPA has glven indications of prellminary approval of an alternative cap
remedy proposed by the Industrial Group that would cost several million dollars. In
negotiation, EPA is now giving Indications that they would accept a proposal frorn the
Municlpal Group in which this group agrees to assume discrete tasks in effectuating the
cleanup, for example the cost of Inspectlon and maintenance of the remediation area for
the next thirty years. The total costs to the Municipal Group is estimated to be
approximately $78,000 annually for years one through five and $58,500 annually for
years six through thirty. The Township will be responsible for a fraction of these total

32



SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 20l5

amounts depending on the final number of contributing municipalitles. In any event,
both EPA and the Municipal Group are concerned that the Industrial Group might
challenge the Municipal Group settlement based on the theory that the proposed
contrlbution by the Municipal Group is disproportionately small compared to their
contributlon. At this tlme, the settlement discussions wlth both EPA and the Industrial
Group contlnue, The potential liabllity of the Township could substantially exceed its
share of the cost for inspection and maintenance if the Industrial Group were to pursue
contributlon claims against the Municipal Group or the Municipal Group settlement is not
accepted by EPA. The potentlal llabllity to the Township cannot be reasonably estimated
at thls time.

Srtr-Irusunnuce

The Townshfp is a member of the Pennsylvania Intergovernmental Risk Management
Association (PIRMA), a public entity self-insurance pool. PIRMA is comprised of varlous
townships, boroughs, cities, counties, and authorities in the Commonwealth of
Pennsylvania. The Township pays an annual premium to PIRMA for its general liability,
automobile, police professlonal llability, and publlc officials'errors and omissions
insurance coverage. The agreement for formation of PIRMA provldes that PIRMA will be
self-sustaining through member premiums and will return the first $250,000 of loss, will
relnsure through the American Public Entity Excess Pool losses in an amount not to
exceed $1.75 million per claim and $5 million in the aggregate per year, and will
purchase $5,0001000 annual aggregate excess coverage through a commercial
reinsurance company.

If the Township were to withdraw from PIRMA, it would receive its vested Interest
in the cumulative reserve fund and become responsible for the Township's claims.
At December 31, 2015, the vested interest is $43,243.

Unron Conrnnct

The pofice union contract was negotiated for a two-year term beginning January l,2Ol4,
through December 3L, 2OL5, and covers two full tlme employees and several part-time
employees

The highway department unlon contract was negotiated for a three-year, two and one-
half months term beginning October t9t ZOLZ, through December 31, 2015, and covers
two full-tlrne employees.

As of December 31, 20l5t the Township is negotiating a new highway department union
contract for periods after December 31, 2015.
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10.

Assessed valuation, adJusted by authorized revislons
Approved tax rate in mills

Gross levy
Plus penaltles applied

Deductions: Discounts
Abatements
Taxes llened with county

Net current year real estate taxes collected

11.

$ 210,159,2L5
0.00105

22O,679
730

RETIREMET{T PLAN

The Townshlp established a defined contrlbution plan (SIMPLE IRA) effective February
2006. The plan is available to all eligible employees. For purposes of Townshlp's
matching and other discretionary contributions, all employees are eligible who are
reasonably expected to receive $5,000 in cornpensation in the calendar year and who
have received at least $5,000 in compensation during any two calendar years preceding
the calendar year. The Township's contribution consists of a rnatching contrlbution equal
to up to 3o/o of each employee's salary.

Retirement plan expense for the year ended December 31, 2015, was 97,601.

SUBSEOUENT EVENTS

The Township has evaluated all events subsequent to the financial statement date of
December 31, 2015, through October 18, 2016, which is the date these financial
statements were available to be issued, and has deterrnined that except for the following
Item there are no subsequent events that requlre recognilion or dlsclosure.
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Revenues
Taxes - real estate
Act 511 taxes
Llcenses and permlts
Fees and flnes
Interest lncome
Rental Income
Intergovernmental revenues
Charges for servlces
Contributlons from prlvate sector
Miscellaneous revenue

Total revenues

Expenditures
General government
Public safeLy
Public works, sotld waste collectlon
Public works, highways and streets
Culture and recreaUon
Speclal Project
Mlscellaneous

Total expendltures

Excess (deflciency) of
revenues over expendltures

Other finances sources (uses)
transfers In

Net change In fund balances

Fund balance -- January 1, 2015

Fund balance -- December 31, 2015

(120,050). (120,060)

46,100 . 46,100

$ (73,960) $ (73,960)

Orlglnal
Budget

$ 215,300
848,300

73,400
27,70O

740
23,800

473,5OO
398,200
45,600

3,800

2,LLL,34O

706,2OO
545,300
244,600
140,600
40,400

440,000
114,300 .

2,23L,4OO .

Flnal Bu4get

s 215,300
848,300

73,40O
27,70O

740
23,900

473.500
398,200

46,600
3,800

2,L71,34O

726,20O
545,300
244,600
140,600
40,400

420,000

_114,300

2,23L,400

Actu,al ,,.

$ 215,572
860,992
78P6g
18,934

978
23,905
29,900

44Lt076
59,136
13,936

l,742t0g7

474,478
477,774
242,093
148,723

5,614
3,600

99,449

L,440,721

301,375

49,729

$ 351,105
#

904,922

$ L,256,O27

Varlance Wlth
Flnal Budget

Favorable
(UnfRvoFbleL

I 272
t2,692
5,568

(8,766)
238

5
(444,700)

4?.,976
L2,536
10,036_

(359,243\

25L,722
67,526

2,517
(8,123)
34,786

416,4O0
25,851 -

790,679

421,436_

3,629

$ 425,055
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Revenues

Interest lncome

Expendltures

General government
Publlc safety
Publlc works, hlghways and streets

Total Expendltures

Excess of revenues over expendltures

Other financlng sources (uses)
transfers ln

Net change In fund balances

Fund balance -- January 1, 2015

Fund balance -- December 31, 2015

Orlginal
Budget Flnal Budget

$ 1,600 $ 1,600 $ 0l+

9,600
2,500

l?tt00
51,600

(50,o0o)

9,600
2,500

39.500

51,600

(50,000)

Varlance Wlth
Final Budget

Favorable
(Unfavorablg)

$. (e?6)

9,600
2,500

, 39,500

51.600

5Q,674

(16,3q9)

$__l{,gzt_

674

$ __574
689,077

$ 689,751

16,300 ,, 16,300

$-lgZ99I f--G:,7ool
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Varlance Wlth
Final Budget

Origlnal Favorable
Budget Finql Budget Actugl (Unfavorable)

Revenues
Interest Income
Charges for servlces

Net change In fund balances

Fund balance --January l, 2015

Fund balance -- December 31, 2015

$ +eo $ 480 $ s61
115,000 ls,ooo 36,2to

$-J-1s,199- f--11!199- $ 
-36fJ.!-

301,893

$-J!8'66.1*

$8r
(78,79O)

$ (78,709):
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Revenues
Interest income
Intergovernmental revenues

Total revenues

Expenditures
Publlc works, highways and streets

Net change in fund balances

Fund balance -- January 1, 2015

Fund balance -- December 31, 2015

Orlglnal
Budget Flnal Budget

Varlance With
Final Budget

Favorable
(Unfavorable)

$91
2,695

2'79Q

44,160

$ 46,946

$ zao
104,400

104,680

136,800

$ (32,120):

$ 280
104,400

104,690

136,800

$ (32,120)

$ 371
107,095

LO7A66

92,640

$ 14,826

12.3,699

$ 138,524
@
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Maulo & CompanR Ltd. Certilied Pu blic Accoun tants

27 South High Street
West Chester, PA 19382'3224

voice: 6LO.69Z.O9LO

fax: 610,692.7260
e,mail: mcl@maulo.corn

Independent Auditor's Report

To the Board of Suoervisors
Sadsbury Townshlp
Chester County, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund tnformatlon of
Sadsbury Township, Chester County, Pennsylvania, as of and for the year ended December 31,
20L6, and the related notes to the financial statements, which collectively comprise Sadsbury
Township's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Sadsbury Township's management is responsible for the preparation and falr presentation of
these financial statements in accordance with accounting principles generally accepted in the
United States of.Amerlca; this Includes the deslgn, implernentatlon and maintenance of internal
control relevant to the preparation and fair presentatlon of flnancial statements that are free
from material misstatement, whether due to fraud or error.

Aud itor's Responsl bi I ity
Our responsiblllty ls to express opinions on these financial statements based on our audit. We
conducted our audit In accordance wlth auditing standards generally accepted in the United
States of America. Those standards requlre that we plan and perform the audit to obtain
reasonable assurance about whether the financlal statements are free from materlal
misstatement,

An audit Involves performing procedures to obtaln audit evidence about the amounts and
disclosures in the financial statements, The procedures selected depend on the auditor's
judgment, Including the assessment of the risks of material misstaternent of the financial
statements, whether due to fraud or error. In making those risk assessrnents, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to deslgn audit procedures that are appropriate in the
circumstances, but not for the purpose of expresslng an oplnion on the effectlveness of the
entity's Internal control. Accordlngly, we express no such opinion. An audlt also includes
evaluating the appropriateness of accounting policies used and the reasonableness of slgnlflcant
accountlng estlmates made by management, as well as evaluatlng the overall presentation of
the flnancial statements,

We believe that the audit evidence we have obtained ls sufficient and appropriate to provide a
basis for our audlt opinion.

Opinions
In our opinion, the financial statements referred to above present fairly, in all materlal respects,
the respective financial position of the governmental activities, the buslness-type activities, each
major fund and the aggregate remaining fund information of the Sadsbury Township as of



December 31, 2016, and the respective changes in financial positlon and, where applicable,
cash flows thereof for the year then ended in accordance wlth accounting principles generally
accepted in the United States of America (GAAP).

Other Mafters

Req u i red Su pplem e n ta ry I nfo rm ati on

Accounting principles generally accepted in the Unlted States of America require that
management's dlscussion and analysis on pages MD&A 1 through MD&A 18 and budgetary
comparison informatlon on pages 35 through 37 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the baslc financial statements In an appropriate operational,
economic, or historlcal context. We have applied certaln llmited procedures to the required
supplementary information in accordance with auditlng standards generally accepted in the
United States of America, whlch consisted of lnquiries of management about the methods of
preparlng the Information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with evidence
sufficient to express an opinion or provide any assurance.

Other Informatlon

Our audit was conducted for the purpose of forming opinions on the financial staternents that
collectively comprise Sadsbury Township's basic financial statement. The introductory sectlon
and the non-major fund budget and actual financlal statement is presented for purposes of
additional analysis and are not a required part of the baslc financlal statements.

The non-major fund budget and actual financial statement is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. Such Information has been subjected to the auditing
procedures applied in the audit of the basic financlal statements and certain additional
procedures, including comparing and reconcillng such informatlon directly to the underlying
accountlng and other records used to prepare the basic financial statements or to the basic
financlal statements themselves, and other additlonal procedures in accordance with auditing
standards generally accepted in the United States of America, In our opinion, the non-major
fund budget and actual financial statement is fairly stated, In all material respects, in relation to
the basic flnanclal statements as a whole.

The introductory and statistical sectlon have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and, accordinglyr w€ do not express an
opinion or provide any assurance on them.

77/ar/t & 0at44/at4q, &d,

West Chester, Pennsylvania
September 26,20t7



SADSBURY TOWNSHIP
Management Discussion and Analysis
Deqermber 31, 2016

The Management Dlscussion and Analysis of Sadsbury Township's financlal performance provides an
overview of the Township's financial activities for the fiscal year ended December 31, 2016, The
lntent of this discussion and analysls ls to look at the Townshlp's flnanclal performance as a whole.
Readers should also revlew the financlal statements and related notes.

Management's Discussion and Analysis (MD&A) is an elernent of the reportlng model adopted by
the GovernmentalAccounting Standards Board (GASB) in Statement Number 34, Basic Financial
Statements-and Management's Discussion and Analysis - for State and Local Governments,
presented in the MD&A.

Frlly,nxuat Hrcfluents
. The Township's assets exceeded lts llabllitles by $13,131,873 (net position) for the fiscal

year. The 2016 increase was $733,290.
. Totaf net position is comprlsed of the followlng:

1) Capital assets, net of related debt, of $9,366,377 Include property and equipment, net of
accumulated depreciation, and are reduced by outstanding debt related to the purchase
or construction of capital assets, The 2016 lncrease was $606,649.

2) Net position of $661,502 ls restricted by constraints imposed from outslde the Townshlp
such as grantors, laws, or regulatlons. The 2016 lncrease was $138,780.

3) Unrestricted net assets of $3,103,994 represent the portion avallable to malntaln the
Townshlp's continulng obllgations to citizens and creditors. The 2016 decrease was
$12,139,

. The Township's governmental activities reported total ending net assets of $8,L29,479 Ehis
year. The 2016 increase was $653,831.

. At the end of the current fiscal year, unassigned fund balance for the General Fund was
$854,296 or 35,0o/o of total General Fund expenditures, including transfers, and 35,0olo of
total General Fund revenues, Including transfers. The 2016 Increase was $321231.

r Thls increase in fund balance relates to increased tax revenue such as real estate and
transfer taxes, an Increase In Intergovernmental revenues, and a decrease ln special proJect
and capltal purchase expenditures compared to 2015.

The accompanying financlal statements have been prepared in accordance with GASB Statement
Number 34 and present both government-wide and fund level financial statements using both
the accrual and modified accrual basis of accounting, respectlvely.
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SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2015

Government-Wlde flnanclal Shtemenb
. The first two statements are government-wlde financial statements - the Statement of Net

Position and the Statement of Activltles, These provide both long-term and short-term
information about the Townshlp's overall financial status,

r The government-wide statements report lnformation about the Township as a whole using
accountlng methods similar to those used by prlvate-sector companies, The Statement of
Net Posltion includes all of the governrnent's assets and liabilities. All of the current yeafs
revenues and expenses are accounted for in the Statement of Activities regardless of when
cash is recelved or paid.

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

r Over time, increases or decreases In the Township's net position are an indlcation of whether
its financlal health is improvlng or deteriorating, respectively.

. To assess the overall health of the Township, a reader needs to consider additional non-
financial factors, such as changes in the Township's property tax base and Increases In
development In the Township.

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

Governmental Activitles - All of the Township's basic services are included here, such as
admlnistration and community services. Taxes, charges for services, and state grants
finance most of these activities,

Business-Tvpe Activities - The Township runs a sewer system and charges fees to
residenls for conveyance of waste through the Township's sewer system.

The remaining statements are fund financial statements that focus on individual parts of the
Townshlp's operations in more detail than the government-wlde statements. The governmental
fund statements tell how the Township's general services were financed in the short-term, as
well as, what remains for future spendlng, Proprietary fund statements offer short-term and
long-term financial information about the actlvlties that the Township operates like a business.
For this Township, this is the Sewer Fund. Fiduciary fund statements provide information about
financial relationships in which the Township acts solely as a trustee or agent for the benefit of
others.

o Governmental Funds - Most of the Townshfp's activities are reported in governmental funds,
which focus on the determinatlon of financial positlon and change in financial position, not on
income determination. Governmental funds are reported uslng an accounting basls called
modified accrual accounting, whlch measures cash and all other financial assets that can
readily be converted to cash. The governmental fund staternents provide a detailed short-
term view of the Townshlp's operations and the services it provides. Govemmental fund
information helps the reader determine whether there are more or fewer financlal resources
that can be spent in the near future to finance the Township's programs. The relationship
(or differences) between governmental activities (reported in the Statement of Net Position
and the Statement of Activities) and governmental funds ls reconciled in the financial
statements.
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. Proprietary Funds - These funds are used to account forTownship activities that are similar
to business operations in the private sector, where the reportlng focus is on determlning net
income, financial position, changes in flnanclal position, and a significant portion of funding
through user charges. When the Township charges customers for services it provides-
whether to outside customers or to other units in the Township-these services are generally
reported in proprietary funds. The Sewer Fund is the Township's proprietary fund and is the
same as the business-type activitles reported in the government-wlde staternents.

r Fiduciary Funds - The Township ls the trustee, or fiduclary, for some escrow funds. All of the
Townshlp's fiduciary activities are reported in a separate Statement of Fiduciary Net Position.
We exclude these activities from the Townshlp's other financial statements because the
Township cannot use these assets to finance its operatlons.

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

Fw nnclnt Axewsrs or tn t Towxsutp- Fovennneur-WtoE Srereuexts

The Township's total net posltion was $13,131,873 at December 31, 2016. The Township's total
net posltion was $12,398,583 at December 31, 2015. This represents an increase of $733,290
whlch is a 5.9% lncrease. The following tables present condensed financial information for the
net position of the Township as of December 3I,2016 and 2015,

Schedule of Net Positlon
Year Ended December 31, 2016

ASSETS
Current and other assets
Capital assets, net

Total Assets

LIABILITIES
Current liabilities
Non- cu rrent llabllitles

Total Liabilities

NET POSITION
lnvested In capital assets,

net of related debt
Restricted
Unrestricted

Total Net Posltlon

Total Liabilities and Net Posltlon

Governmental
Actlvltles

$ 3,22L,4!t
5,369,320

$ 8,590,731

-

$ 46t,252

46L,252

5,369,320
661,502

2,098,657

8,I29,479

$ 8,590,731

Business-type
Actlvltles

$ I,402,499
6.742.057

$ 8,144,556

-

$ 397,152
2,745.OOO

3.L42,I62

3,997,O57

1.005,337

5.002,394

$ 8,144,556

-

Total

$ 4,623,910
L2,Lrt,377

i L6,735,287

-

$ 858,414
2,745,OOO

3,603,414

9,366,377
661,502

3,103,994

13,131,873

SJ!'IIE287
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ASSETS
Current and other assets
Capital assets, net

Total Assets

LIABILITIES
Current llabllltles
No n- cu rrent liabilltles

Total Liabilities

NET POSITION
Invested in capital assets,

net of related debt
Restrlcted
Unrestrlcted

Total Net Posltlon

Total Liabilities and Net Posltion

Schedule of Net Position
Year Ended December 31, zOfs

Governmental
ActlWles Total

$ 4,0141185
LL,748,728

$ 1s,752,914
G

$ 375,331
2.989.000

3,364,331

8,759,729
522,722

3,116,133

12.398.583

$ L5,762,9L4

$ 2,672,774
4,832,153

$ 7,504,927
F

$ 29,279

29,279

4,832,153
522,722

2,t20,773

7,475,648

-$JrEL!,s27

Buslness-type
Activities

$ L,341,4L2
6.916.575

$ 8,257,987:

$ 346,052
2,999,000

3.335,052

3,927,575

995,360

4,922,935

$ 8,2s7,987

-

The results of this year's operatlons as a whole are reported in the Statement of Activities. All
expenses are reported in the first column. Speciflc charges, grants, and revenues that directly
relate to specific expense categories are represented to determine the final amount of the
Township's activities that are supported by other general revenues, The largest revenues are
property taxes, other taxes, and charges for services.
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The following tables present condensed flnancial information for the Statement of Activities in a
dlfferent format, ln order to present total revenues for the years ended December 31, 2016 and
2015.

Changes in Net Posltlon
For The Year Ended December 31, 2016

Governmental Business-Type
Actlvilies ActMltles To[al

REVENUES
Prograrn Servlces

Charges for services
Operating grants and contributions

.General Revenues
Real estate taxes
Transfer taxes
Per capita taxes
Earned lncome taxes
LocalServlces taxes
Investment earnlngs
Rental income
Gain on sale of capital assets
Miscellaneous

Total Revenues

EXPENSES
General government
Public safety
Solid waste collectlon
Hlghways and streets
Culture and recreation
Mlscellaneo us expendltu res
Sewer system

Total Expenses

Increase (decrease) in net posltlon
before transfers

TRANSFERS

Increase (decrease) In net posltlon

Net position - beginning

Net posltlon - ending

998,174

7Q4,225

999,016 3,610,184

2,001,904

609,264

44,567

$ 513,855 $
725,757

278,459
t96,741

8,345
671,409
82,115
4,956

23,905
1,500

L04,?25

2,617,L68

528,2t4
59L,739
269,472
442,473

16,376
154,630

653,831

7,475,648

$ 8,129,479--

842

874,990

874,999

L24,026

(44,567\

79,459

92,2 935

$ L,5t2,029
725,757

2784s9
196,74I

9,346
671,4O9
82,115

5,798
23,805

1,500

528,274
597,739
268,472
442,473
L6,376

154,630
874,990

2,876,894

733,29O

0

733,29O

12,398,583

$ 13,131,873-ry$ 5,002,394':
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Changes In Net Position
For The Year Ended December 31, 2Ol5

Governmental Buslness-Type
Activities Activltles Total

REVENUES
Program Services

Charges for services
Operatlng grants and contributions

General Revenues
Real estate taxes
Transfer taxes
Per caplta taxes
Earned lncome taxes
Local Services taxes
Investment earnings
Rentallncome
Miscellaneous

Total Revenues

EXPENSES
General government
Public safety
Solid waste collectlon
Highways and streets
Culture and recreation
Miscellaneous ex pend itures
Sewer system

TotaI Expenses

Increase (decrease) in net posltion
before transfers

TRANSFERS

Increase (decrease) In net position

Net position - beginnlng

Net position - endlng

870.764 t,2L6,902

428,460
506,693
242,083
44L,tB6

t3,422
92,049

954,283

954,283

262,679

(49,729\

2L2,890

4,7L0,045

$ 4,922,935'@

$ 593,584
195,031

215,163
72,886

6,030
641,165
106,680

2,594
23,905
13.835

L,2t6,303

599

$ 1,809,997
195,031

275,163
72,886

6,030
641,165
106,680

3,183
23,905
13,836

3,097.666

428,460
505,693
242p83
44L,196

t3,422
92,049

954,293

L,723,893

t46,B7t

49,729

196,600

7,279,048

$ 7,475,648'<

678 176

409A90

0

409,490

11 989,093

$ 12,398,583

-
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SADSBURY TOWNSHIP
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December 31, 2016

The following tables present condensed financial information on the expenses of the Township
by function,

Expense Analyses

Expenses - Governmental Actlvities

The following table lllustrates both the gross and net costs of services. Unrestricted grants
and contributions are deducted to reflect the amount needed to be funded by other revenue
sources. Capital contributions from developers are not included in the analysis,

For the year ended For the year ended
December 31, 2016 December 31, 2015 _

General government
Public safety
Solid waste collection
Highways and streets
Culture and recreation
Miscellaneous
Total Expenses
Amount funded by other

revenue sources

Sewer system

154.630
$ 2,001,904

@

154.530

$ 762,292rc

$ 342,750
2s4l9O
(90,242)
323,859
(27,327)
92,049

$ 935,278:

$ 93s,278

Net Cost
Total Cost (Benefit)
of Servlces of Services

$ 528,214 $ (LL4,472)
59L,739 469,235
268,472 (72t369)
442,473 313,426
t6,376 72,842

Net Cost
Total Cost (Benefit)
of Services of Services

$ 428,460
506,693
242t083
44L,t86

L3,422
92,049

$ 1,723,893

Exoenses - Businlrss:TVpe Activities
The followlng table reflects condensed flnancial activltles of the sewer system, the only buslness-
type actlvlty of the Township.

For the year ended
December 31. 2016

Net Cost
TotalCost (Benefit)
of Services of Servlces

$ 874,990 $ (220.L84):

For the year ended
December 31, 2015

Net Cost
Total Cost (Beneflt)
of Services of Servlces

_$_954 3_ _Sl?62E2oI
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SADSBURY TOWNSHIP
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December 31, 2016

THE TOWNSHIP FUNDS

General Fund

r At December 31, 2015 and 2015, the Township reported fund balances of $1,231,764 and
$1,256,027, respectively, which represents 50.4% and87.2o/o of total expenses. Fund
balance as a percent of total expenses decreased because of higher taxes as explained below
and an increase in special project and capital purchase expenditures as compared to 2015.
The fund balance ls allocated as follows:

Non-spendable - prepaid expense $
Restrlcted

Parks capital
Stormwater maintenance

Assigned - budgetary reserve
Unassigned

Actual
20L6

Taxes $ 1,165,603
Llcenses and pernits 83,73t
Fees and fines L2,967
lnterest incone 2,043
Rental Incorne 23,805
lnteryovernrnental revenues 592,925
Charges for services 382,554
Contributions from private sector 93,783
Misceflaneous 16,727
Other financlng sources 4,6A67

Budget Inc/(Dec)
2016 _ fro@gg!

23,083

120,675
It,2t5

222,495

REVENUE

Generaf fund revenues totaled $2,420,305 for the year ended December 31, 2016. The
followlng table reflects a comparison of current year revenues with the revenues reflected in the
2016 budget year:

olo of
Total

48.2o/o $
3.59o
0.5Vo
O.Io/o

1.00/o

24.4o/o
15.8o/o

3.9o/o

o.70/o

L.9o/o

1,133,100
77,600
16,850

840
23,800

464,800
402,95O
L7t,620
49,900

$ 32,503
6,131

(3,883)
1,203

5
L28,t25
(20,296)
(t7$37)
(33,173)
46,067

5_za2g3os_ 100,0%. $ _zzgJ.46o_ $ __1!i.91!_

Intergovernmental revenues were higher than expected due to the 2016 budget lncluding a
transportation enhancement grant for $436,250. Actual grant revenue was $553,911, Other
financing sources were higher than the budget due to interfund transfers and proceeds from the
sale of fixed assets in 2015,
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EXPENDITURES

General fund expenditures totaled $2,444,568. These expenditures were segregated into
various programs depending on the functions of the activity. These programs and the costs
associated with each, as well as, comparison to the original 2016 budget, are as follows:

Actual
20L6

General governnnnt $ 534,724
Publfc safety 608,427
Public works, solld waste collection 268,472
Public works, highways and streets 32O,73L
Culture and recreation 8,567
Special proJects 598,670
Miscellaneous LO4,977

o/o of Budget Inc/(Dec)
Total 20L6 from Budset

2L,9o/o$626,850$(92,L26)
24,9o/o 603,990 4,437
11.0olo 255,800 72,672
13.0% 462,3t0 (L4L,579)
O.4o/o 64,900 (56,333)

24.5o/o 522,800 75,870
4.3o/o 130,850 (25.873)

$_2131&9_ 100.0olo $ _?Eg7_,_Eg_ $ _pLz,enL

General government was lower than budget because of lower legal fees, englneering fees and
administration costs such as payroll and insurance costs. Public works, highways and streets
was lower than budget because of lower capltal improvements. Culture and recreation were
lower because a project that was budgeted did not occur in 2016. Special project costs were
higher than budget because a highway project funded by federal and state grants was
previously delayed from 2015 and incurred more costs in 2016.
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Governmental and Proprietary (Sewer) Fund

A comparison including graphs of the Townshlp's Governmental and Proprietary (Sewer) Funds
revenue and expendltures/expenses for 2016 and 2015 by category (as used for budgeting
purposes) is shown below:

2015

$ 274,604
890,999

83,731
L2tg67
2,043

23,805
592,925
382,654

93,783
1,500

t6t727
44,567

1.096,016

$ s.51.6.321

$ 215,572
860,992

78,969
18,934
2,584

23,805
135,895
477,286

59,136

13,836
49,729

7,276,902

$ 3,153,639

2015
Revenues

Taxes-real estate
Taxes levied under Act 511
Licenses and permits
Fees and fines
InLerest income
Rental income
Interg overn mental reven ues
Charges for service
Contributions for private sector
Proceeds from sale of fixed assets
Miscellaneous revenues
Interfund transfers
Sewer system revenues

Total Revenues

Explrnd itu res / E-penses
General Government
Public Safety
Public works-solid waste collectlon
Public works- hlghways and streets
Culture and recreation
Special project
Miscellaneous
Sewer system expenses

Total Expend itures/ Expenses

919.557 1,004,012

$ 3,364,125 92.537.373
@

$ 534,724
608,427
268,472
320,73t

9,567
598,670
t04,977

$ 474,478
477,774
242,083
24L,363

5,514
3,600

88,449
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Revenues Year ended December 31, 2OtG
Proceeds fromsale of flxed

Taxes.Real Estate
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Expenses/Expenditures Year ended December 31, zOtG
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SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2016

CAPTTAL PRAJECTS FUND

At December 31, 2016 and 20t5, the Township reported a fund balance of $691,454 and
$589,751, which is an increase of $1,703 and an increase of $674, respectively, During 2016
and 2015, this fund received no transfers frorn the general fund and transferred $213,943 and
$0 respectively, to pay for capltal assets.

During the fiscal year, the Board of Township Supervisors authorizes revisions to the original
budget to accommodate differences from the orlginal budget to the actual expenditures of the
Township. Those adjustments are again confirmed at the time the annual audit is accepted.
This is done after the end of the fiscal year in accordance with state law. A schedule showing
the Township's original and final budget arnounts compared with amounts actually paid and
received is provlded In the financial statements.

The Township applies for federal, state, and local grants and these grants cannot always be
antlclpated in the budgeting process. Budgeted revenues are adjusted to reflect actual revenues
received for all approved grants.

Budgeted expenditures are also adjusted to reflect the actual expenditures rnade for all
approved grants, Transfers between specific categories of expenditures/financing uses occur
during the year,

CAPITAL ASSETS

At December 31, 2016 and 2015, the Townshlp had $12,111,377 and $Lt,748,728,
respectively, Invested in a broad range of capital assets (net of accurnulated depreciation),
lncluding !and, bulldlngs, sewer, collectlon system, vehlcles, and machinery and equipment.
This amount represents a net increase in cost of $851,506, and an increase in accumulated
depreciatlon of $488,857,
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The following schedules
2016 and 2015. During
capital assets,

CAPITAL ASSETS
Land
Buildings
Machinery and equipment
Vehicles
Highways and streets
Storm sewers
Sewer collection system
Construction in progress

Total Capital Assets

ACCUMULATE D DEPRECIATIO N

Buildings
Machinery and equipment
Vehicles
Highways and streets
Storm sewers
Sewer collectlon system

Total Accumu lated Depreciation

CapitalAssets, Net

present the changes in capital assets for the years ended December 31,
this perlod, the Township had the following significant additions in

Schedule of Capltal Assets
For The Year Ended December 31, 2016

Governmental Buslness-type
Activities Activities Total

$ 407,868
L,607,0L2

469,095
664,496

3,246,507
1,L97,546

987,927

, 8,5,74,445

431,285
383,4L4
353,766

1,809,156
227,504

3,205,125

$ 5,369,320'-

$ 49,LL2
140,000
153,652

8,52r,323
93,914

Lrg58,001

45,033
87,tO7

2,083.804

2,2L5,944

$ 6,742,057'-

456,980
t,747,Or2

622,747
664,496

3,246,507
L,rgt,546
9,521,323
1.081.83s

L7,532,446

476,3L8
47O,sZL
353,766

1,809,156
277,504

2.083.804

5,421,069

$12 111 377
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Schedule of Capital Assets
For The Year Ended December 31, 2015

CAPITAL ASSETS
Land
Buildings
Machinery and equipment
Vehicles
Highways and streets
Storm sewers
Sewer collection system
Constructlon in progress

Total CapitalAssets

ACC UMULATE D DEPRE CIATIO N

Buildings
Machinery and equipment
Vehlcles
Highways and streets
Storm sewers
Sewer collectio n system

Total Accumulated Depreciation

CapitalAssets, Net

$ 407,868
Lt607,Ot2

431,013
44O,262

3,246,507
1,199,215

4tL,062

7,732,939

387,844
363,988
322,t54

L,623,1O4
203,696

Governmental
Activities

Business-type
Activities

49,LLz
14o,ooo
t43,652

8,52L,323
93,914

8,948,001

42,233
75,815

r,9t3,378

2,03L,426

$ 6,916,575':

Total

456,980
r,747,0L2

574,665
44O,262

3,246,507
1,189,215
8,527,323

504,976

16,680,940

43O,O77
439,803
322,r54

L,623,LO4
203,696

1,913,378

4,932,212

$ Lt,748,729

2,900,786

$ 4,832,L53
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DEBT ADMINTSTRATION

As of January L,2016, the Township had total outstanding principal on notes of $2,989,000.
During the year, the Township made payments against principal in the amount of $244,000,
resulting in ending outstanding debt, as of December 31, 2016, of $2,745,000.

Debt Service Schedule
December 31, 2016

Principal
Outstanding
Jan. 1, 2016 Additions Payments

Principal
Outstanding

Dec.31, 2016

$ 623,000Guaranteed Sewer Revenue
Note Series 1998

Guaranteed Sewer Revenue
Note Series 2003

Guaranteed Sewer Reven ue
Note Series 2009

$ 672,000 $ 49,000

$ 1,5791000

543

$ 2,745,000

Notes to the Financial

000

$ 2,989,000 $

More detailed information about our long-term liabilities is
Statements.

THE TOWNSHIP'S FUTURE

The Township expects to experience growth in the next five years as the economy improves.

FINANCIAL MANAGEMENT

Our financial report is designed to provide our citizens, taxpayers, investors, and creditors with
a general overview of the Township's finances and to show the Board's accountability for the
money it recelves. If you have questions about this reporE or wish to request additional financial
information, please contact Linda Shank, Assistant Secretary/Assistant Treasurer at the
Township office.
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ASSETS
Cash and cash equlvalents $
Investments
Accounts recelvables
Taxes recelvable, net
Internal balances
Prepald ltems
Other current assets
Capltal assets not belng depreclated

Land
RIght-of-way easements
Constructlon ln progress

Capltal assets, net of accumulated depreclatlon
Butldlngs
Hlghways and streets
Machlnery and equlpment
Storm Sewer
Vehldes
Sewer collectlon system

Total assets $__9t99Zt.L

Governmental
Actlvltles

t,946,592

887,035
3O3,448

18,010
23,083
43,243

407,858

987,92L

L,L75,727
r,437,35L

85,681
964,042
310,730

Buslness-Type
Acuvlues

458t729

892442

(18,010)
69,338

10,000
39,LtZ
93,914

6,599,031

$ 8,144,556

$ 2,405,321

L,779,477
303,448

92,42L
43,243

417,868
39,t72

1,081,835

t,L75,727
L,437,351

85,681
964,042
310,730

q,599,031

$ L6,735,287

Totals

541,309
27,506
2,t78

287,427

254,ooo

2,491,00q..

3,503,414

9,366,377

12o,675
tr,2L5

L7Ot945
358,667

3r103r994

13,131,873

$ L6,735,287

LIABILITIES
Accounts payable
Accrued llabllltles
Interest payable
Unearned revenue
Long-term llablllties

Portlon due or payable
Notes payable

Portlon due or payable
Notes payable

Total llabllltles

wlthln one year

after one year

433,746
27,506

46L,252

5,369,320

120,675
11,215

t70,945
359,667

2,099,657

8t129,479

$ 8,590,731

107,563

2,L78
287,421

254,000

2,491,000

3rL42,162

3,997,o57

1,005,337

5,002,394

$_*g,rfiEg_

NET POSITION
Net Investment ln capltalassets
Restrlcted

Parks capltal
Stormwater malntenance
Hlghways and streets
Act 209 capltal proJects

Unrestrlcted

Total net position

Total llabllltles and net posltlon

See accompanylng notes to the flnanclal statements.



SADSBURY TOWNSHIP
Statement of Activities
Forthe Year Ended December 31.2016

Fun+ons/Programs

Governm enta I activitie:

General govemment
Public safety
Solid waste collection
Hlghways and streets
Culfure and recreaUon
Mlscellaneous

Tota[ govemmental activities

Business adivites

Sewer system

Total prlmary govemrnent

General reYeDuell

Taxes
Real estate taxes
Transfer taxes
Per capita taxes
Earned lncome taxes
Local seMces taxes

Investment eamings
Rental income
Gain on sale of capital asseB
Miscellaneous

Transfers

Tobl general revenues

Change ln net posiuon

Net posiUon - beginning

Net position - ending

Expenses

$ 5ZE,Z74
59L,739
268,472
42,473

t6,376
154.630

z,OOL,gO4 513,855 725,757

E 725,7U7 $ (762,292)

$ 1L4,472
(46A,235)

72,369
(313,426)
(t2,842)

(154.630)

(762,292)

8,!84 L23.r84

723,t84 (639,10e)

75,936
96,328

340,691

900

566,750
27,176

150
L29,047

2,634

$ LL4,472
(46A,235)

72,369
(3t3,426)
(lz,wz)

(154,630)

(J64294

874,990 998,L74

$ 2,876,894 $ !,SL2,O29

278A59
t96,74L

8,346
67L.409

82,1L5
4,956

23.805
1,500

LO4,Z25
44,567, 

,

7,416,723

653,831

7,475,648

278A59
196,741

8346
67r,409
82,L\5

5,798
23,805

1,500
IO4,225

1,372,39L

733,29O

12,398f583,

s 8,129,479 $ 5,OO2,394 $ 13,131,873::

4

See accompanying notes to the financial statements.



SADSBURY TOWNSHIP
Balance Sheet-Governmental Funds
December 31, 2015

General
Fund

Capital
Projects

Fund

Llquid
Fuels
Fund

$ 170,812
133

Total
Governmental

Funds

$ 1,946,592
887,035
303,448
231,953

23,093
43,243

$ 3,435,354

Act
209
Fund

ASSETS
Cash and cash equlvalenLs
Other recelvables, net
Taxes receivable
Due from other funds
Prepald expenses
Other current assets

Total assets

$ 939,602
886,902
303,448

18,010
23,083
43,?43

$ 2,274,299

$ 477,5t1 $ 358,557

213,943

$ 691,454 $ 358,667 $ 170,945

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES

LIABILITIES
Accounts payable
Payroll and withholding taxes payable
Due to other funds

Total llabllitles

DEFERRED INFTOWS OF RESOURCES
Unavallable revenue, property taxes
Unavallable revenue, other taxes
Unavallable revenue, trash servlces

Total deferred lnftows of resources

FUND BALANCES
Nonspendable, prepald expenses
Restrlcted

Parks capltal
Stormwater malntenance
Hlghways and streets
Act 209 capital proJects

Asslgned
Capltal proJects
Budgetary reserve

Unassigned

Total fund balances

Total liabilities, deferred Inflows
of resources and fund balances

L7O,945
358,667

691,454

69t,454 358,q97 170,945

$ 433,746
27,506

2L3t943

675,195

11,802
140,595
t54,942

307,329

23,093

12o,675
11,215

$ 433,746
27,506

2t3,943

675,195

11,902
140,595
154,942

307,329

23,093

720,675
Lt,2r5

170,945
359,667

697,454
222,495
854,296

2,452,830

222,495
854,296

1,231,764

$ 2,2t4,288 $ 691,454 $ 358,667 $ 170,945 $ 3,435,354

See accompanying notes to the financial statements.



SADSBURY TOWNSHIP
Reconcillation of Total Governrnental Funds Balances
To Net Posltion of Governmental Activities
December 31, 2016

Total Fund Balances - Governmental Funds g 2,452,830

Capltal assets used in governmental actlvities are not current
financial resources and therefore are not reported in the fund
flnancial statements but are reported in the governmental
actlvlttes of the staternent of net oosltlon. Those assets consist of:

Land $ +oz,g6g
Construction In progress 987,92L
Bulldlngs and lmprovements, net of accumulated depreciation
of $431,285 I,L75,727
Machinery and equlpment, net of accumulated depreciation
of $383,414 85,681
Storm sewers, net of accumulated depreciation of $227,504 964,042
Vehicles, net of accumulated depreciation of $353,766 310,730
Infrastructure, net of accumulated depreciation of $1,809,156 1,437,35t 5,369,330

Taxes recelvable will be collected this year but are not avallable
soon enough to pay for the current perlod's expenditures and
therefore are deferred In the funds. 307,329

Total Net Posltlon - Governmental Activities $__gJ?9d9_

See accompanying notes to the flnanclal statements'



SADSBURY TOWNSHIP
Statement of Revenues, Expenditures, and Changes In Fund Balances-
Governmental Funds
For the Year Ended December 31, 2016

General
Fund

Capltal
ProJects

Fund

Act
209
Fund

Liquld
Fuels
Fund

Total
Governmental

Funds

REVENUES

Taxes - real estate
Act 511 taxes
Llcenses and permlts
Fees and flnes
Interest income
Rental lncome
Intergovern mental revenues
Charges for servlces
Contrlbutions from prlvate sector
Miscellaneous revenue

Total revenues

EXPENDITURES

General government
Publlc safety
Publlc works, solid waste collection
Publlc works, hlghways and streets
Culture and recreatlon
Speclal ProJect
Miscellaneous (payroll taxes,

employee benefits)

Total Expendltures

Excess (deflciency) of revenues
over expenditures

oTHER FTNANCING SOURCES (USES)

hferfund Transfers
Proceeds from sale of fixed assets

Total other flnancing sources (uses)

Net Change In Fund Balances

Fund balance--January 1, 2016

Fund balance--December 31, 2016

1,793 20,003 L26,924

94,503

$ 274,604 $
890,999
83t73t
12,957
2,043

23,805
592,925
382,654
93t783

, 19,727

2,374,238

534,724
608,427
268,472
320,73r

8,567
598,670

1O4,977

2,444,569

274,604
890,999

83,731
12,967
4,956

23,905
7L9,472
401,824
93,783
t6,727

2,522,869

534,724
608,427
268,472
415,234

8,567
598,670

lo4,g77

1,703 833

19,170

377

126,547

(70,330) Lt703 20,003 32,421 (16,203),

t,256,O27 689,751

# 1,231,76L$ 691,454 $

94,503 2,539,O7L

1,703 20,003 32,42L

44,567
1,500

46,067

29,864

3181664 L38,524 2,422,966

_!Eq.q67_$ __120.e4s_ $ _?l5Z&9_

44,567
1,500

46,067

(24,263)

See accompanying notes to the flnancial statements,



SADSBURY TOWNSHIP
Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures and Changes in Fund Balances to the Statement of Actvities
For the Year Ended December 31, 2016

Total net change in fund balances - governmental funds $ 29,864

Governmental Funds report capital outlays as expenditures,
However, in the statement of activitles, the cost of those assets
is allocated over thelr estimated useful lives and reported as
depreciation expense. This is the amount by which capital outlay
($889,531) exceeds depreciation ($352,364) in the current
period. 537,L67

Revenues in the statement of activlties that do not provide
current flnancial resources are not reported as revenues in the 86,800

Change in net posltion of governmental activities $ 653,831

See accompanying notes to the financlal statements.



SADSBURY TOWNSHIP
Statement of Net Position-Proprietary Fund
December 31, ?OLG

ASSETS

Current assets
Cash and cash equivalents
Accounts receivable
Prepald expenses

Total current assets

Noncurrent assets
Capltal assets

Land
Right-of-way easements
Construction In progress
Other capital assets, net of accumulated depreclatlon

Tota I noncurrent assets

Total assets

LIABILXTIES

Current liabilltles
Accounts payable
Other current llabilities t
Unearned revenues
Due to other funds
Notes payable, current

Total current liabilitles

Noncurrent liabilities
Portlon due or payable ln more than one year

Notes payable

Total liabilities

Net position
Net investment In capital assets
Unrestricted

Total net position

Total liabllltles and net position

See accompanying notes to the flnanclal statements.

Sewer
System

Fund

$ 458,729
892,442
69,J38

1,4?0,,50.9

10,000
39,Ltz
93,9L4

6,599,031

6,742,057

$_9,162899_

$ 107,563
2,t78

287,42t
18,010

254,000

669,r72

2,49t,OO91

3,L6O,I72

3,997,057
1,005,337

5,OO2,394

$ 9,162,566



SADSBURY TOWNSHIP
Statement of Revenues, Expenses and
Changes in Net Position-Proprietary Fund
For the Year Ended December 3t, 2016

OPERATING REVENUES
Charges for services

OPERATING EXPENSES
Wastewater and sewage collection
Depreclation

Total Operating expenses

Operating Income

NONOPERATTNG REVENUES (EXPENSES)
Interest Income
Interest expense

Total non-operating revenues (expenses)

Income before transfers

TRANSFERS OUT

Change in net posltlon

Total net position - January 1, 2016

Total net posltlon - December 31, 2016

Sewer
System

Fund

$ 998,174

578,891
184,518

763,409

234,765

842
(111,581)

- (u0,739)

L24,026

(44,567)

TeAse

,4,922,935

$ 5,002,394

See accompanylng notes to the flnanclal statements.
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SADSBURY TOWNSHIP
Statement of Cash Flows-Proprietary Fund
For the Year Ended December 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers

Net cash provided by (used in) operating actlvlties

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers to other funds

CASH FLOWS FROM CAPITAL AND RETATED FINANCING ACTIVITIES
Acquisition of capital assets
Princlpaf payments on debt
Interest paid on long-term debt

Net cash provided by (used in) capltal and related financlng activlties

CASH FLOWS FROI{ INVESTING ACTIVITIES
Interest received

Net increase in cash and cash,equivalents

Cash and cash equivalents at beginnlng of year

Cash and cash equlvalents at end of year

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating income

Adjustments to reconcile operating loss tci net cash
provided by operating activltles

Depreciation
Change in assets and liabilities

Decrease In accounts recelvable
Decrease in prepaid exp€nses
Decrease ln accounts payable
Decrease In unearned revenue

Net cash provided by operating activities

See accornpanylng notes to the financial statements.

Sewer
System

Fund

$ 1,066,315
(507,27O)

559,045

, (27,6641

(10,000)
(244,000)
(111,628)

(365,628)

842

166,595

292,t34

$_1s849._

$ 234,765

184,518

82,363
6,242

65,379
(L4,222)

$ 559,045

11



SADSBURY TOWNSHIP
Statement of Fiduciary Net Position
December 31, 2OL6

Agency
Funds

ASSETS
Cash and cash equivalents $ 349,436

LIABILITIES
Other current liabilities $ ,, 3,+9,436

See acmmpanylng notes to the financial statements.
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SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2016

1. ORGANIZATION

Sadsbury Township is located in western Chester County, Pennsylvania, The Township
was Incorporated in 17L7 and follows the provlsions of Act P. L. 1481, No. 567, as
amended, the Second Class Township Code. It operates under the supervisor form of
government and provides the following services:

Public Safety (Pollce, Fire)
Planning and Zoning
Highways and Streets
Culture - Recreation
Public Improvements
General Administrative
Sewer

2. FUMMARY OF STGNTFTCANT ACCOUNTTNG POLTCTES

The accounting policies of Sadsbury Township (the Township) conform to United States
generally accepted accounting principles as applicable to governmental units, The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body
for establishing governmental accounting and financlal reporting principles, The following
is a summary of the more significant accounting policies:

A. BAsIs oF PRESENTATIoN

GOVCNNMTNT.WIDE FINANCIAL SIITCMETIS

The statement of net posltion and the statement of activities provide inforrnation
about the Township as a whole. These statements include the financial activities of
the primary government, except for fiduciary funds. The statements distinguish
between those activities of the Township that are governmental and those that are
considered business-type activities.

The statement of net posltion presents the financial condition of the governmental and
business-type activities of the Township at year end. The statement of activities
presents a comparison between direct expenses and program revenues for each
program or function of the Townshlp's governmental actlvitles and for the single
business-type activity of the Township. Direct expenses are those that are speclfically
associated with a service, program or department and, therefore, clearly ldentifiable
to a particular function. Program revenues include charges paid by the recipient of
the goods or services offered by the program, grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program
and interest earned on grants that is required to be used to support a particular
program, Revenues whlch are not classlfied as program revenues are presented as
general revenues of the Township, with certain limited exceptions. The comparison of
dlrect expenses with program revenues identifies the extent to which each business
segment or governrnental function ls self-financing or draws from the general
revenues of the Township.

13



SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2015

Furuo FrrulNcrAL Stltrurnts
During the fiscal year, the Township segregates transactions related to certain
Townshlp functions or activities into separate funds In order to aid flnancial
management and to demonstrate legal compliance, Fund financial statements are
designed to present financlal Information of the Township at thls more detailed level.
The focus of governmental and proprietary fund financial statements ls on major
funds. Each majorfund is presented in a separate column, Non-major funds are
aggregated and presented in a single column. Fiduciary funds are reported by type.

Reponrrrue Erurny

In evaluating how to define the government for financial reporting purposes,
management has considered all potential component unlts. The decision whether

to IncJude a potential component unit in the reporting entity was made by applying
the criteria set forth in generally accepted accounting princlples. No component units
are included in the reporting entity of Sadsbury Township.

B, FUND AccoUNTINc

The Township uses funds to report its assets, liabilities, and fund balances and
revenues and expenses. Fund accounting ls designed to demonstrate legal
compliance and to ald financial management by segregating transactions related to
certain governmental functions or activities. A fund ls a separate accounting entity
with a self-balanclng set of accounts. Government resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending actlvltles are controlled, The various funds
are grouped in the financial statements lnto three broad fund categories, whlch
include five generic fund types.

GoveRNMenral Furuos

Governrnental Funds are those through which most governmental functions of the
Township are financed. Governmental fund reporting focuses on the sources, uses,
and balances of current financial resources, Expendable assets are assigned to the
various governmental funds according to the purposes for which they will be used.
The difference between governmental fund assets and liabilities is reported as fund
balance.

. General Fund

The General Fund is the general operating fund of the Township. It is used to
account for all financial resources except those required to be accounted for in
another fund.

e Special Revenue Funds

Speclal Revenue Funds are generally used to account for the expenditure of
revenues that have been restricted to speclfic program or projects. They may be
separately accounted for because of speciflc legal or regulatory provisions or by
administrative action. The Township has one special revenue fund:

Liquid Fuels Fund

The Liquid Fuels Fund ls used to account for the Liquid Fuels Grant received
from the Pennsylvania Department of Transportation.

t4



SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2Of 6

. capital Projects Funds

Capital Reserve Fund

The Capital Reserve Fund is used to account for financlal resources used in the
acquisition, construction, or improvements of major capital facilities within the
Townshlp.

Act 209 Fund

The Act 209 Fund is used to account for transportation impact fees charged to
new developments based on the effect each development will have on the
townshlp roadways. These monles are to fund future roadway improvements.

PRopnrrrenY FuHos

o Sewer Fund

The Sewer Fund ls used to account for the operations of the sewer system. The
sewer system is financed and operated in a manner similar to a private business
operation, whereby the costs of providing goods or services to the general public
on a continuing basls are recovered primarily through user charges.

Froucranv FUNDs

r Tnrst and Agency Funds

Trust and Agency Funds are used to account for assets held by the Township in a
trustee capaclty or as an agent for individuals and private organizatlons. This fund
consists of an escrow fund.

C. Buoerr nno BuoeeTARY AccoUNTING

The Township follows these procedures in establishing the budget:

1) Prior to December 1st, the Township Treasurer submits to the Board of
Supervisors a proposed operating budget for the fiscal year commencing the
following January 1st. The operating budget includes proposed expenditures and
the means of financlng them.

2) Public hearings are conducted to obtain taxpayer comments,

3) Prior to December 3lst, the budget is legally enacted through passage of an
ordinance by the Board of Supervlsors.

4) The Board of Supervisors may, by resolution, transfer unencumbered budgeted
amounts between departments within any fund.

5) Budgets for all funds are adopted on a cash basls.

D. MTISUREMENT Focus

GovrRnueNT-WrDE Frnancrnl Srnreuenrs

The government-wlde financial statements are prepared using a flow of economic
resources measlrrement focus and the accrual basis of accounting, Revenues are
recorded when earned and expenses are recorded when the liability is incurred,
regardless of the timing of the related cash flows. All assets and all liabilities
associated with the operation of the Township are included on the statement of net
position while excluding fiduciary activities.

15



SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2016

E.

FUND FINANcIAL Srqteuenrs
Alt governmental funds are accounted for uslng a flow of current financial resources
measurement focus, With this measurement focus, only current assets and current
liabilities are generally Included in the balance sheet. The staternent of revenues,
expenditures, and changes in fund balances reflects the sources (i.e., revenues and
other financing sources) and uses (i.e., expenditures and other financing uses) of
current financial resources. Thls approach differs from the rnanner in whlch the
governmental activlties of the government-wide financial statements are prepared,
Governmental fund financial statements, therefore, include reconciliation with brief
explanations to better ldentify the relationship between the government-wide
statements and the fund financial statements for governmental funds.

Like the government-wlde financial statements, the proprietary fund is accounted for
using a flow of economic resources measurement focus, All assets and all liabilities
associated with the operation of this fund are Included on the statement of net
position.

The statement of changes in revenues, expenses, and changes in net position
presents increases (e.9,, revenues) and decreases (e,9., expenses) ln total net
position. The statement of cash flows reflects how the Township finances and meets
the cash flow needs of its proprietary fund.

BIsrs oF ACGoUNTING

The basis of accounting that is used determines when transactions are recorded in the
tinanclal records and reported on the flnanclal staternents. Government-wide financlal
statements are prepared using the accrual basis of accounting. Governmental funds
use the modified accrual basis of accounting. Differences in the accrual and modified
accrual basis of accountlng arise in the recognition of revenue, in the recording of
deferred revenue, and in the presentation of expenses versus expenditures,

REVENUES - ExcneucE AND Noru.excnaNcE TRANSAGTIoNS

Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded on the accrual basls when the exchange takes
place, On the modlfled accrual basis, revenue is recorded in the fiscal year in which
the resources are measurable and become available. Avallable means the resources
will be collected within the current fiscal year or are expected to be collected soon
enough thereafter to be used to pay liabilities of the current fiscal year. For the
Township, available means expected to be received within sixty days of fiscal year
end.

Non-exchange transactions, in which the Townshlp receives value without directly
givlng equal in return, lnclude property taxes, lncome taxes, grants, entitlements, and
donatlons. On the accrual basls, revenue from property taxes is recognized in the
fiscal year that the taxes are levied, Revenue from Income taxes is recognized in the
period in which the income is earned. Revenue from grants, entitlements, and
donatlons is recognized in the fiscal year in which all eligibility requirements have
been satisfied. Ellglblllty requlrements include timing requirements, which specify the
year when the resources are required to be used or the fiscal year when use is first
permitted; matching requirements, in which the Township must provide local

F.
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SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2016

G.

resources to be used for a specified purpose; and expenditure requirements, in which
the resources are provided to the Township on a reimbursement basis. On the
modlfied accrual basis, revenue from non-exchange transactions must also be
available before it can be recognized,

DerrRneo Outrlows/Inrlows oF REsouRcEs

In additions to assets, the statement of net position will sometirnes report a separate
sectlon for deferred outflows of resources, This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies
to a future period(s) and so will not be recognlzed as an outflow of resources
(expense/expenditure) untll then.

In addltion to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources. This separate financial element, deferred
inflows of resources, represents an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. The Township has three items, which arise only under a modified basis of
accounting, which qualify for reportlng in this category, Accordingly, unavailable
revenues for property taxes, other taxes and trash services, are reported only in the
Governmental Funds balance sheet, These amounts are deferred and recognlzed as
an inflow of resources in the period that the amounts become available.

Exrrnses/ExprnorruRes

On the accrual basls of accounting, expenses are recognized at the time they are
lncurred.

The measurement focus of governmental fund accounting is on decreases in net
financial resources (expenditures) rather than expenses. Expenditures are generally
recognized in the accounting period in which the related fund liability is incurred, lf
measurable. Allocations of cost, such as depreciation and amortization, are not
recognized in governmental funds.

CAsH AND Cnsx Eeurvalenrs AND INvESTMENTS

Investments with an original maturity of three months or less at the time they are
issued are presented on the financial statements as cash equivalents. Investments
with an initial maturity of more than three months are reported as Investments.

The Township mainbains separate cash accounts for each fund. Under the Second
Class Townshlp Code of the Cornmonwealth of Pennsylvania, the Township is
authorized to invest in the following types of investments:

United States Treasury Bills, Obligations of the United States Government or
Commonwealth of Pennsylvania or lts agencies or instrumentalities backed by their
full faith and credit.

Deposits in savings accounts or certificates of deposit in institutions secured by the
Federal Deposit Insurance Corporation, the Federal Savings and Loan Insurance
Corporatlon, the National Credit Union Share Insurance Fund, the Pennsylvania
Deposit Insurance Corporation, or the Pennsylvanla Savings Association Insurance
Corporation to the extent that such accounts are so Insured, Amounts above the
insured maximum are permitted, provided that approved collateral, as provided by
law, shall be pledged by the deposltory,

H.

r.
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SADSBURY TOWNSHIP
Notes to Flnancial Statements
December 31, 2015

Shares of an investment company registered under the Investment Company Act
of t940, whose shares are registered underthe Securities Act of 1933, provided
that the only investments of that company are in the authorized investments for
Township funds listed above.

During 2015, the Township invested its funds as authorized by the Second Class
Township Code.

J. Accounts Receivable and Allowance for Doubtful Accounts

The Township provides sewer and trash services to its residents and extends credit to
them in the process. The Township has provided an allowance for uncollectlble
accounts of $21,500 on trash service receivables and $84,000 on sewer service
receivables at December 31, 2016. In reviewing aged receivables, management
considers their knowledge of the customers, historical activlty, and current economic
and other activlty in establishing the allowance for doubtful accounts. A receivable is
charged to bad debt expense when management determlnes the receivable is
uncollectible.

K, PRepnrD ITEMS

Payments made to vendors for services that will benefit periods beyond December 31,
2016, are recorded as prepaid items using the consumptlon method. A current asset
for the prepaid amount is recorded at the time of purchase and an expenditure/
expense is reported in the year which the services are consumed,

L. InrrnruND REcErvaales/PnyABLEs

On the fund financial statements, receivables and payables resulting from short-term
interlund loans are classified as Interfund Recelvables/Payables, Interfund balances
wlthin the governmental activities and wlthin the business-types activities are
elimlnated on the government-wide statement of net assets,

M. Pnoprnrv Tax

The Township is permitted by the Second Class Township Code to levy taxes as
follows:

General purposes 14 mills
(5 additional mills may be levied with court approval)

Lighting-highways, roads, & public places 5 mltls
Fire 3 mills
Fire hydrant 2 mills
Ambulance and rescue squads 0.5 mllls
Parks and recreation unlimited
Principal and interest payments unlimited

ProperLy taxes are levled on January lst of each year. The elected tax collector bllls
and collects all taxes and then remits them to the Township.

The taxes are subject to dlscount and penalty per the following schedulel

Discount Period March 1 to April 30 - 2o/o of Gross Levy
Flat Period May 1 to June 30
Penalty Period July 1 to Collection - 100/o of Gross Levy
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SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2016

Delinquent property taxes are llened in January of the following year and collected by
Chester County.

N. CAPITAL ASSETS

General capital assets are those assets not specifically related to activities reported in
the proprietary fund. These assets generally result from expendltures in the
governmental funds, These assets are reported in the governmental activities column
on the government-wide statement of net assets but are not reported on the fund
financial statements. Capital assets used by the proprietary fund are reported ln both
the business-type activities column on the government-wide statement of net assets
and in the fund.

All capital assets are capitalized at cost (or estimated hlstorlcal cost) and updated for
additions and reductions during the year. Donated fixed assets are recorded at their
fair market value on the date donated. The Townshlp maintains a capitalization
threshold of $1,000.

All capital assets, except land, are depreciated. Improvements are depreclated over
the remaining useful lives of the related capital assets. Depreciation is computed
using the straight-line method over the followlng lives:

Descrlotion Estimated Lives

Land improvements 15-40 years
Bulldings and building improvements 15-40 years
Furniture and flxtures 5-10 years
Vehicles 5-15 years
Equipment 5-20 years
Hlghways and streets 15 years
Llghtlng 25 years
Sewer system 50 years
Storm system 50 years

O. Accnueo LrasrrrrrEs AND Loruc-Tenu OeLrenrroNs

All payables, accrued liabilities and long-term obligations are reported on the
government-wide financial statements. All payables, accrued liabilities, and long-term
obligatlons payable from the proprietary fund are reported on the business-type
financial staternents. In general, governmental fund payables and accrued liabilities
that, once incurred, are paid in a tirnely manner and in full from current financial
resources are reported as obligations of the funds.

P. NET PoSITION

Net position represents the difference between assets and liabilities. Net position
invested in capital assets represents the cost of fixed assets net of related debt and
net of accumulated depreciatlon. Net position are reported as restricted when there
are limitations imposed on their use either through the enabling leglslation adopted by
the Township or through external restrictions imposed by creditors, grantors, or laws
or regulations of other governments. The Township's policy is to first apply restricted
resources when an expense is incurred for purposes for which both restricted and
unrestricted net assets are available,
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Q. Ner Posrrrou/Fulo BALANcES

The government-wide and business-type activities financial statements utilize a net
posltion presentation. Net position is categorlzed as invested in capital assets (net of
related debt), restricted and unrestricted.

o Net Investment in Capital Assets - This category groups all capital assets
into one component of net position. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acquisition,
construction, or improvement of these assets reduce the balance of this
category.

o Restricted Net Position - This category presents external restrictions
imposed by creditors, grantors, contributors, or laws or regulations of other
governments and restrictions imposed by law through constitutional provisions
or enabling legislation.

o Unrestricted Net Position - This category represents net position of the
Township not restricted for any project or other purpose,

The Township has implemented GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, This statement provides more clearly defined
fund balance categories to make the nature and extent of the constraints placed on
the Township's fund balances more transparent. The following classifications describe
the relative strength of the spending constraints:

o Nonspendable Fund Balance includes fund balance amounts that cannot be
spent either because they are not in spendablc form or because of legal or
contractual constraints,

o Restricted Fund Balance includes fund balance amounts that can be spent
only for specific purposes slipulated by external resource providers or through
enabling legislation.

o Committed Fund Balance includes fund balance amounts that are
constrained for specific purposes that are internally lmposed by the Township
through formal action of the Board of Directors and do not lapse at year-end.
To be reported as committed, amounts cannot be used for any other purpose
unless the Township takes the same hlghest level action to remove or change
the constraint,

o Assigned Fund Balance includes fund balance amounts that are intended to
be used for specific purposes that are neither considered restricted or
committed, as expressed by the Board of Directors or by an official or body to
which the Board of Directors delegates the authority.

o Unassigned Fund Balance includes the residual classifications for the General
Fund and includes all amounts not contained in the other classlfications.
Unasslgned amounts are technlcally avallable for any purpose.
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R.

The details of the fund balances are fncluded in the Governmental Funds balance
sheet (page 5). Restricted funds are used first as appropriate, followed by
commltted resources and then asslgned resources, to the extent that expenditure
authority has been budgeted by the Board of Supervisors. The Townshlp Board of
Supervisors establishes (and modifies or rescinds) fund balance commitments by
passage of a resolution. Assigned fund balance is intended to be used by the
Township for specific purposes but does not meet the criteria to be classified as
restricted or committed.

Opennrrnc Rrvenues ruro Expenses

Operating revenues are those revenues that are generated directly from the primary
activity of the proprietary fund. For the Township, these revenues are charges for
sewer service. Operating expenses are necessary costs incurred to provide the
service that is the primary activity of the proprletary fund,

Inrenruruo Tnnltsecrtons

On fund financial statements, receivables and payables resulting from short-term
Interfund loans or Interfund services provided and used are classlfied as "due
to/from other funds". Interfund balances within governmental activlties and withln
buslness-type activities are eliminated on the government-wide statement of net
position. The only interfund balances which remain on the government-wide
statement of net position are those between governmental and business-type
activities. These amounts are reflected as t'internal balances" ln the financial
statements.

Transfers are used to (1) move revenues from the fund that statute or budget
requires to collect them to the fund that statute or budget requires to expend thern,
(2) move receipts restricted to debt service from the funds collectlng the receipts to
the debt service fund as debt service payments become due, and (3) use unrestricted
revenues collected In the general fund to finance various programs accounted for in
other funds in accordance with budgetary authorizations.

Exchange transactions between funds are reported as revenues in the seller funds and
as expenditures/expenses in the purchaser funds. Flows of cash or goods from one
fund to another without a requirement for repayment are reported as interfund
transfers. Intertund transfers are reported as other financing sources/uses in
governmental funds and after non-operating revenues/expenses in enterprise funds,

Estruntes

The preparation of the financial statements In conformity wlth generally accepted
accountlng principles requires management to make estimates and assumptions that
affect the amounts reported in the financial statements and accompanying notes.
Actual results may differ from those estimates.

PRoeRnu Reveuues

Program revenues are allocated to specific departments and consist of charges for
services for solid waste collection and building permits, cable franchise fees, citation
income, and grants and subsidies,

s,

T.

U.
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3, trNTERFUNDR.EqETVABIE/PAYABLEANDTRANSFER

The balances of short-terrn Interfund receivables and payables at December3l, 2016, are
as follows:

Due Due
From To

$ 18,010 $ 213,943
213,943

General Fund
Capital Project Fund
Act 209 Fund
Liquld Fuels Fund
Sewer System Fund

Totals

18,010

$ $ 231,953

Interfund transfers for the year ending December 3I, 2OL6, are as follows:

General Fund
Sewer System Fund

Transfer In Transfer Out
$ 44,567 $

44,567

Totals $ 

-!4El- 

$ 

-3W-
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CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2016, was as follows:

Beginnlng Ending
Balance Increase Decrease Balance

GOVERNMENTAL ACTIVITIES

Capital assets not belng
depreclated:

Land
Constructlon in progress

Total capital assets not
being depreciated

Capltal assets being depreciated:
Building
Highways & streets
Machinery & equipment
Storm sewers
Vehicles

Total capital assets being
depreciated

Total capltal assets

Less accumulated depreciation :

Building
Highways & streets
Machinery & equipment
Storm sewers
Vehicles

Total accumulated depreciation

Governmental Activities
CapitalAssets, Net

$ 407,868 $ $
4tL,062 576,859

818,930 576,859

L,6o7,otz
3,246,507

431,013
1,189,215

440,262

6,914,009

7,732,939

(387,844)
( 1,623,104)

(363,988)
(203,696)
(322,L54\

,(2,900,786)

47,6L0
2F3L

262,73I

312,672.

g8g,531

(43A41)
(185,052)
(28,954)
(23,808)
(70,109)

(352,3q4)

(9,528)

(38,497)

(48.025'l

(48,025)

9,528

38,497

+8,ozs

$ 407,858
987,921

1,395,789

L,607,0lz
3,246,507

469,095
1,191,546

664,496

7-,L78,956

8,574,445

(431,285)
(1,809,156)

(383,414)
(227,504)
(353,766)

(3,?05,125)

$ 5,369,320$ +,esz,rsg $ 537.t67 $:-
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Beginning
Balance Increase Decrease

Ending
Balance

BUSI NESS-TYPE ACTIVITIES

Capital assets not being depreciated:
Land
Right-of-way easements
Construction in prog ress

Total capital assets not
belng depreciated

Capital assets being depreciated:
Building
Machinery & equipment
Sewer collectlon system

Total capital assets
belng deprec'ated

Total capital assets

Less accumulated depreciation :

Bullding
Machinery & equipment
Sewer collection system

Total accumulated depreciation

Business Type Activities
CapltalAssets, Net

10,000

8.80{,975 10,000

8,948,001 10,000

(42,233) (2,800)
(75,815) (Lt,292)

(1.913,328) (L7O,426\

(2,03L,426\ (184,51B)

$ 6,916,575 $ (174,518) $

--

$ 10,ooo $
39,L12
93,9L4

r4p,026

140,000
r43,652

8,521.323

10,000
39,LL2
93.914

t43,026

140,000
153,652

8,521,323

8,814,975

8,959,001

(45,033)
(87,107)

(2,083.904)

, (2,2L5,944)

$ 6,742,057
@

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

Governm enta I activiti es
General government
Public safety
Publlc works - highways and streets
Culture and recreation

Total governmental activities

Busi ness-type activities

Total depreciation

$ 43,505
37,9O9

263,L4L
. 7,809

352,364

.. 194,519

$ 535,882'-
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5.

The Townshlp ls the lessor of land under an operatlng lease explrlng In 2019.

Minimum future rentals to be received on non-cancelable leases as of

Year ending December 31:
2OL7 $ 23,805
2018 23,805
2OL9 tL,9O2

Total

Mlnimum future rentals do not include contingent rentals that may be recelved by the
Township lf the lessee subleases the propedy.

There were no contingent rentals recelved by the Townshlp in 2016.

The lessee has the optlon to renew the lease for three additional five year periods at the
followlng annual rent:

Perlod 1 $ 23,805 per year
Period 2 $ 27,376 per year
Period 3 $ 3IA82 per year

6.

Deposits

Custodial credit risk - Custodial credit rlsk ls the rlsk that in the event of a bank fallure,
the Townshlp's deposits may not be returned to lt. At year end, the total carrying
amount of the Township's checking, savings, and money market deposlts was $2,754,757
and the correspondlng bank balance was $2,773,065. Of the bank balance, $250,000
was covered by federal deposltory Insurance, and $2,523,065 was collateralized through
pools of securities held by the respective depository Instltutlons. There is no custodial
credit risk.

Investments
Statutes authorize the Township to invest in U.S. Treasury bllls, U.S. Government Agency
bonds, time, or share accounts or Institutlons insured by the Federal Deposlt Insurance
Corporatlon or Federal Savings and Loan Insurance Corporatlon or In certificates of
deposit when they are secured by proper bond or collateral, repurchase agreements,
State Treasurer's Investment pools, and mutual funds,
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Interest Rate Risk

The Township has a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest
rates, The Township has no interest rate risk.

Credit Risk

The Township has no investment policy that would limit its investment cholces to certain
credit ratings.

Concentratlon of Credit Risk

The Township places no limit on the amount that the Township may invest in any one
issuer.

7, DEBT OBLIGATXONS

Following is a summary of changes in debt obligations for the year ended December 31,
2016:

(See next page)
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DescrlpUon

1998 Guaranteed Sewer Revenue Note
The orlglnal issue amount of $975,000 had a
fixed lnterest rate of 4.584o/o. Beginning

September 2006, the note bears lnterest at
a fixed rate of 4.25o/o, $

1998 Guaranteed Sewer Revenue Note

The orlglnal lssue amount of 9405,000 had a

varlable weekly Interest rate based on the

Municlpal Swap Index as set by the Bond Market
AssociaUon. Thls rate cannot exceed 25o/o per

annum. The average rate was 3.35o/o. Beglnnlng

September 2006, the note bears lnterest at
a fixed rate of 4,045o/o

2003 Guaranteed Sewer Revenue Notes Serles A
The orlginal lssue amount of $2,123,000 had a
variable weekly Interest rate based on the

Municipal Swap Index as set by the Bond Market
Association. Thls rate cannot exceed 150/o pef

annum. The average rate was 3.37o/o, Beglnnlng

September 2006, the note bears Interest at
a flxed rate oF 3,979o/o,

The orlglnal lssue amount of $1,377,000 had a
varlable weekly Interest rate based on the

Munlcipal Swap Index as set by the Bond Market
Assoclatlon, Thls rate cannot exceed 15% per

annum, The average rate was 3,37o/o, Beglnnlng

September 2005, the note bears Interest at
a ffxed rate of 3,979Vo,

2009 GUaranteed Sewer Revenue No[es Serles A-1

The orlglnal lssue amount of $8,000 had a
varlable weekly Interest rate based on the

Munlclpal Swap Index as set by the Securltles
Industry and Flnanclal Market Assoclation. Thls

rate cannot exceed 15% per annum. The average
rate was 1.210%,

The orlginal lssue amount of $542,000 had a
varlable weekly Interest rate based on the

Munlclpal Swap Index as set by the SecurlUes

Industry and Flnanclal Market Associatlon, Thls

rate cannot exceed 15% per annum, The average
rate was 1.2100/0.

Amount Addltlons Retlred Amount
Outstandlng Current Current Outstandlng
UL/Z0LE Year Year t2/3+120L6

449,000 $ 331000 $ 416,000

223,000 16,000 207,000

396,000 194,ooo 202,000

Lt377.OOO l,377,OOO

2,000 1,000 1,000

542,000 542,000

$ 244,000 $ 2,745,000::Total Debt obllgaflons
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The Township can prepay the Guaranteed Sewer Revenue Notes-the Series of 1998, and
both Series A and B of 2003, and both Series A-1 and A-2 of 2009 subject to paying the
costs associated wlth the liquidation of the notes.

The Guaranteed Sewer Revenue Notes-Series of 1998, both Series A and B of 2003, and
both Series A-1 and A-2 of 2009-are secured by the revenue base of the sewer system
and by the full faith, credit, and taxing powers of the Townshlp.

Interest expense was $111,581 for the year ended December 3L,2016.

The amounts of future annual principal and interest payments on debt outstanding, assumlng
a varlable rate of 4o/o for the 2009 notes, as of December 31, 2016, for each of the next five
years and In the aggregate are as follows:

Year Ending December 31, Principal Interest Total
20L7
2018
2019
2020
202L
2022-2026
2027-2028

$ 254,000
263,0O0
273,OOO
284,000
296,000

1,149,000
2?9.000

$ 107,383 $
96,899
86,O29
74,798
62,98O

150,626
8,972

361,393
359,899
359,029
358,798
358,9BO

L,299,626
234.972

$ 2,745,OO0 $ 597,697 $ 332,687

Proceeds from tax-exempt bonds issued after September t, 1986, are subject to the 1986
Tax Reform Act, The Township Invests, records, and reports these proceeds in the manner
set forth by the U.S, Treasury and Internal Revenue Service to maintain the tax-exempt
status of the bonds at December 31, 2016. There are no arbitrage liabllities. The Township
is in compliance with provisions of all note agreements.

The Township issued the Guaranteed Sewer Revenue Notes, 1998 A and B Series, the
Guaranteed Sewer Revenue Notes, 2003 A and B Series, and the Guaranteed Sewer
Revenue Notes, 2009 Series to the Delaware Valley Regional Finance Authority ("DelVal")
to evidence its obligations for loans from DelVal. Under the terrns of the Loan
Agreements, the Township pays interest on the loans sufficient to pay its allocable share
of DelVal's bond debt service, lnterest rate swaps (lncluding termination costs), and
adminlstratlve costs.

DelVal has entered into interest rate swap transactions to hedge its exposure to changing
market conditions, to mlnimize the costs to provide loans, and to minimize fixed and
variable loan rates, All DelVal loans are Inltially varlable rate, and all loans are allocated
a notional amount, equal to ihe outstanding principal of the loans, of DelVal interest rate
swaps under which DelVal pays a variable rate to its Counterparty. These are
programmatic swap agreements that would only be terminated if the DelVal Loan
Program were being collapsed. DelVal provides a fixed rate loan if requested by a
borrower by entering into an offsetting swap transaction under whlch DelVal pays a flxed
rate. This offsettlng transactlon is entirely allocable to the fixed rate borrower, The
offsetting transaction would only be terminated if the fixed rate borrower requested the
termlnation (to prepay its loan or to reset the interest rate), the fixed rate borrower
defaulted on lts payment obligations, or the DelVal Loan Program were collapsed,
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fNTEREST Rlre Swap - SERrEsor 1998 Guanntteeo SeweR Revenue Nores A

Objective of the interest rete swap - The Township issued the $975,000 Series of 1998,
Guaranteed Sewer Revenue Notes to DelVal to mlnimize its costs of issuance and to take
advantage of the abllity to set the Notes at a variable rate or a fixed rate. The Notes
were converted to a fixed rate in 2006,

Terms - The Township's obligations for the ailocable notional amounts of the DelVal swap
agreements are scheduled to terminate on September 25, 2026. The allocable notional
amount equals the Notes balance outstanding. Currently, under the Loan Agreernent, the
Township pays DelVal a fixed rate of 4,25o/o plus a spread of 40 basis points,

Falr Value - The allocable portion of DelVal's variable rate swap had a positive fair value
of $58,681 at December 31, 2016. The fixed rate swap allocable to the Township had a
negative fair value of $61,200 at December 31, 2OL6. The fair value was derived from
proprietary models based upon well recognized financial princlpals and reasonable
estimates about relevant future market conditions,

Credlt risk - As of December 3L,2Q16, the Township was exposed to credlt rlsk because
the swaps had a combined negative fair value. The Townshlp is exposed to credlt rlsk in
the amount of the derivatives fair value lf the DelVal Loan Program is collapsed, the
Township elects to prepay the Notes or to reset the interest rate on the Notes, or the
Township defaults on its payment obligations. DelVal was rated A1 by Moody's Investors
Service and A+ Standard and Poor's as of December 31,2016,

Basls rlsk - The Township does not have any basis risk under the allocable DelVal swap
agreements.

Inrenesr Rlrr Swap SERIES or 1998 Gulnnnreeo Sewen REVENUE NorEs B

Objectlve of the Interest rate swao - The Township issued the $405,000 Series of 1998.
Guaranteed Sewer Revenue Notes to DelVal to minirnize its costs of issuance and to take
advantage of the ability to set the Notes at a variable rate or a fixed rate. The Notes
were converted to a fixed rate in 2006.

Terms - The Townshlp's obligations for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on September 25,2026. The allocable notlonal
amount equals the Notes balance outstanding, Currently, under the Loan Agreement, the
Township pays DelVal a fixed rate of 4,O45o/o plus a spread of 40 basis points.

Fair Value - The allocable portion of DelVal's variable rate swap had a positive fair value
of $29,200 at December 31, 2016. The fixed rate swap allocable to the Township had a
negative fair value of $24,682 at December 31, 2016. The fair value was derived from
proprietary models based upon well recognized financial principals and reasonable
estirnates about relevant future market conditions.
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9redit risk - As of December 3L,2016, the Township was not exposed to credit risk
because the swaps had a combined positive fair value. The Township is exposed to credit
risk in the amount of the derlvatlves fair value if the DelVal Loan Program is collapsed,
the Township elects to prepay the Notes or to reset the Interest rate on the Notes, or the
Township defaults on lts payment obligatlons, DelVal was rated A1 by Moody's Investors
Servlce and A+ Standard and Poor's as of December 3L,2OL6,

Basls risk - The Township does not have any basis rlsk under the allocable DelVal swap
agreements.

Inrrnesr Rlrr Swap - SeRtes or 2OO3 GUARANTEEo Spwrn REVENUE NorEs A ruro B

ObjecUve of the interest rate swap - The Township issued the $3,500,000 Series of 2003.
Guaranteed Sewer Revenue Notes to DelVal to minimize its costs of lssuance and to take
advantage of the abllity to set the Notes at a variable rate or a fixed rate. The Notes
were converted to a fixed rate in 2006,

Terms - The Townshlp's obligatlons for the allocable notional amounts of the DelVal swap
agreements are scheduled to termlnate on June 25,2023, The allocable notional amount
equals the Notes balance outstanding. Currently, under the Loan Agreement, the
Township pays DelVal a fixed rate of 3.979o/o plus a spread of 40 basis points.

Fair Value - The allocable portlon of DelVal's variable rate swap had a positive fair value
of $222,735 at December 31, 2Ot6, The fixed rate swap allocable to the Township had a
negative fair value of $134,168 at December 31, 2016, The fair value was derived from
proprietary models based upon well recognized financial principals and reasonabJe
estimates about relevant future market conditions.

Credit risk - As of December 31,20t6, the Township was not exposed to credit risk
because the swaps had a combined positive fair value. The Township is exposed to credlt
risk ln the amount of the derivatives fair value it the DelVal Loan Program is collapsed,
the Township elects to prepay the Notes or to reset the interest rate on the Notes, or the
Townshlp defaults on its payment obligations. DelVal was rated A1 by Moody's Investors
Service and A+ Standard and Poor's as of December 3L,2OL6.

B-asis risk - The Township does not have any basis risk under the allocable DelVal swap
agreernents.

INreRrsr Rlre Swap - SrRres or 2OO9 GulnnnteeD SEwER Revenur Nores

Objective of the interest rate swap - The Township lssued the $5501000 Series of 2009,
Guaranteed Sewer Revenue Notes to DelVal to minimize its costs of issuance and to take
advantage of the abillty to set the Notes at a variable rate or a flxed rate. The Notes
were issued at a variable rate.

Terms - The Township's obllgations for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on June 25,2023, The allocable notional amount
equals the Notes balance outstanding. At December 3t,2016, the variable interest rate
was 1.253olo.
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8,

Fair value - The allocable portion of DelVal's variable rate swap had a positive fair value
of $76,596 at December 31, 20t6, The fair value was derived from proprietary models
based upon well recognized financial principals and reasonable estimates about relevant
future market conditions.

Credit risk - As of December 31, 2016, the Township had no credit risk because the
variable rate swap had a positive fair value, DelVal was rated A1 by Moody's Investors
Servlce and A+ Standard and Poor's as of December 31, 2016,

Basls risk - The Township does not have any basis risk under the allocable DelVal swap
agreements,

JOrNT SEWER AGREEMET{yS

PerurusylvnNrA-AMERTcAN WATER Companv (Fonuenlv Crrv or CoATEsvrLle Aurnonrw)
Under an agreement dated July 7, L997, the Pennsylvania-American Water Company
(formerly City of Coatesville Authority) agreed to provide sewage conveyance and
treatment capacity of 410,750 gallons per day to Sadsbury Township. The Pennsylvania-
American Water Company constructed facilities needed for the additional sewage
conveyance and financed this proJect by issulng bonds. This agreement expires thirty
years from the effective date. Either party may terminate this agreement upon giving
five years written notice. The Township is responsible for the design, financing, and
construction of the sewer lines and pumping stations located wlthin the Township.

For this service, the Township is paying the Pennsylvania-American Water Company's
standard, published rates for sewage conveyance on a monthly basis.

In addition, the Township has reimbursed the Pennsylvania-American Water Company its
pro rata share of capacity fees and conveyance costs assoclated with the Township's
connection to the system, The Township will also reimburse the Pennsylvania-Amerlcan
Water Company for the pro rata share of the Pennsylvania-American Water Company's
bond interest directly attributable to the construction of facilities related to the additional
system, These charges are being paid on a per connection basis. At December 31, 2016,
prepaid expense was $40,063 for conveyance costs and $26,775 tor capacity fees.

Under an agreement dated September t6, 2003, two developments located in West Caln
Township agreed to connect to the Sadsbury Townshlp system to have their sewage
conveyed to the facillty owned by the Pennsylvania-American Water Company,
Pennsylvania-American Water Company has agreed to construct a force main to carry
flows of 110,000 gallons per day from these two developments to the Township's sewage
conveyance system, For this service, the two developments agree to pay to the
Township connection fees of $2,319 per equivalent dwelling unit of which the Townshlp
will reimburse $1,178 per equivalent dwelling unit to Sadsbury Sewer Corporation, as
discussed below. In addition, the two developments agreed to pay in advance $26,000
as a sewage conveyance fee for the period beginning September 16, 2003, and ending
December 31, 2006. Beginning January I,2007, the Township wlll charge for sewage
conveyance on a quarterly basis on a formula contained in the agreement, Sewage fees
were $14,501 for the year ended Decernber 31, 2016. The two developments and
Pennsylvanla-American Water Company agreed to reimburse the Township for all
expenses incurred relating to this agreement.
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On August 3,2013, the Township entered in a second agreement with a third
development located in West Caln Township that agreed to connect to the Sadsbury
Township system to have their sewage conveyed to the faclllty owned by the
Pennsylvania-American Water Company. For this service, the third development agrees
to pay to the Township the prevailing connection fees at the time of connection per
equivalent dwelling unit, The current connection fee is $2,938 per equivalent dwelllng.
In addition, the Township will charge for sewage conveyance on a quarterly basis based
on a formula contalned in the agreement. Also, Pennsylvania-Amerlcan Water Cornpany
agreed to a proportionate share of future capital costs of the commonly used wastewater
facilitles and the developer agreed to pay the total capital costs for the upgrades and/or
expansion of the pump statlon as necessary to correct any overload conditions caused by
treatment of sewage from this development, Flnally, the thlrd developrhents and
Pennsylvania-American Water Company agreed to relmburse the Township for all
expenses incurred relating to this agreement.

SADSBURY Sewen CoRponarron

Under an agreement dated July 7 , L997, the Sadsbury Sewer Corporation (SSC), a
private thlrd-party, constructed the sewage facllities needed to connect the Sadsbury
Township system to the Pennsylvania-American Water Company (the interconnector) and
a portion of the conveyance system in the SSC development. The Township is obllgated
to construct all other conveyance systems to be located in the Township. For building the
interconnector, Sadsbury Sewer Corporation is entitled to 27Q,O00 gallons per day of the
Township's 410,750 gallons per day to be provlded by the Pennsylvania-American Water
Company. In addition, the Township has agreed to reimburse the Sadsbury Sewer
Corporation for any connection to the SSC system by a property owner wlthin the
Township (but not in the SSC development) during the ten-year period commencing on
the date of dedication of the SSC facilities, subJect to extensions agreed upon by both
parties, This rebate will be an amount egual to the collection component of the tapping
fee (subJect to a five-percent administrative fee).

During the same ten-year perlod, SSC shall also be entitled to reimbursement of a
pro rata share of its capital costs incurred in the construction of its facilities when any
connectlon to the system is made from outside the Township.

CoMMTTMENTS AN D COI{TING ENCTEq

Lscnl Pnocerorncs

The Townshlp was narned, along with other municlpalltles (Municipal Group) and
industrial companles (Industrial Group), as a potentially responsible party by the Unlted
States Environmental Protection Agency (EPA) for serious environmental contamination
to a landfill operation previously used to dispose of trash under a contract with the
Township. EPA has given indications of preliminary approval of an alternative cap remedy
proposed by the Industrial Group that would cost several million dollars. In negotiation,
EPA is now glving indications that they would accept a proposal from the Municipal Group
in which this group agrees to assume discrete tasks in effectuating the cleanup, for
example the cost of inspection and maintenance of the remediation area for the next
thirty years. The total costs to the Municlpal Group is estimated to be approximately
$78,000 annually for years one through five and $58,500 annually for years six through
thirty. The Townshlp will be responslble for a fraction of these total amounts depending
on the flnal number of contributing municlpalities. In any event, both the EPA and
Municipal Group are concerned that the Industrial Group might challenge the Municipal
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Group settlement based on the theory that the proposed contribution by the Municipal
Group is disproportionately small compared to their contrlbution. At this time, the
settlement discussions with both EPA and the Industrial Group continue. The potential
llability of the Townshlp could substantially exceed its share of the cost for inspection and
maintenance if the Industrial Group were to pursue contribution claims agalnst the
Municipal Group or the Munlclpal Group settlement is not accepted by EPA. The potential
liability to the Township cannot be reasonably estimated at this tlme.

Srlr-InsuRANcE

The Township is a member of the Pennsylvania Intergovernmental Risk Management
Association (PIRMA), a public entity self-insurance pool. PIRMA ls comprlsed of various

. townships, boroughs, clties, counties, and authorities in the Commonwealth of
Pennsylvania. The Township pays an annual premlum to PIRMA for its general liability,
automobile, police professional liability, and public officials'errors and omissions
insurance coverage. The agreement for formation of PIRMA provides that PIRMA will be
self-sustaining through member premlums and will return the flrst $250,000 of loss, will
reinsure through the American Public Entlty Excess Pool losses In an amount not to
exceed $1.75 million per claim and $5 million In the aggregate per year, and wlll
purchase $5,000,000 annual aggregate excess coverage through a commercial
reinsurance company.

If the Township were to withdraw from PIRMA, it would receive its vested interest
in the cumulative reserve fund and become responsible for the Township's claims,
At December 31, 2OL6, the vested interest is $43,243.

Utron Conrmcr
The police unlon contract was negotlated for a two-year term beginnlng January L, 2014,
through December 31, 2016, and covers two full tlme employees and several part-time
employees.

The highway department union contract was negotiated for a two-year term beginning
January L,2016, through December 31, 2018, and covers two full-time employees.
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10.

Assessed valuation, adjusted by authorized revisions
Approved tax rate in mllls

Gross levy
Plus penalties applled

Deductions r Discounts
Abatements
Taxes liened with county

Net current year real estate taxes collected

11.

t2.

$ 213,632,935
0.0013

277,723
746

278,469
(5,026)

(s76)
(F,318)

$ 266,s49

The Townshlp established a defined contribution plan (SIMPLE IRA) effective February
2006, The plan is available to alf eligible employees. For purposes of Township's
matching and other dlscretionary contributions, all employees are eligible who are
reasonably expected to recelve $5,000 in compensation in the calendar year and who
have recelved at least $5,000 in cornpensation during any two calendar years preceding
the calendar year. The Townshlp's contribution consists of a matchlng contribution equal
to up to 3o/o of each employee's salary.

Retirement plan expense for the year ended December 31, 2016, was $9,431,

SUBFEqUENT EVENTS

The Township has evaluated all events subsequent to the financlal statement date of
December 37, 20L6, through September 26, 2017, whlch ls the date these flnanclal
statements were available to be issued, and has determined that except for the following
item there are no subsequent events that require recognition or disclosure.

Durfng 2OL7, the Townshlp lost a court ruling in regards to the calculation of the sewer
billing for one of its customers. This resulted in a loss of 2016 revenues of $102,000,
which is reflected in the financial statement.

On September 5, 20L7, the Township entered into an agreement of sale of the Township
sewer system wlth Pennsylvania American Water Cornpany. The purchase price set forth
in the agreement is $9,500,000. Closing is subject to the approval of the Pennsylvania
Public Utility Commission, As of the report date, the lmpact of the potential sale cannot
be determined.
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SADSBURY TOWNSHIP
Statement of Revenues, Expendltures, and Changes In Fund Balances -
Budget and Actual - General Fund
For the Year Ended December 31, 2015

Revenues
Taxes - real estate
Act 511 taxes
Llcenses and permlts
Fees and fines
Interest income
Rental income
Intergovernmental revenues
Charges for servlces
Contrlbutlons from private sector
Mlscellaneous revenue

Total revenues

Expenditures
General government
Public safety
Public works, solld waste collection
Public works, hlghways and streets
Cullure and recreation
Special ProJect
Mlscellaneous

Total expendltures

Excess (deflclency) of
revenues over expendltures

Other flnances sources (uses)
Transfers ln
Proceeds from sale of flxed assets

Total other financlng sources (uses)

Net change In fund balances

Fund balance -- January L,20L6

Fund balance -- December 31, 2016

$ (385,040) $ (385,040)

46,067 46p67

$ (24,253\ $ 36L,777

t,256,o27

$ t,23L,764

Original
Budget

$ 263,000
870,100
77,600
16,850

840
23,800

454,800
402,950
1 1 1,620

- 49,900

2,28t,460

626,850
603,990
255,800
462,3L0
64,900

522,800
130,850

2,667,5OO

(386,040)

Final Qudget

$ 263,000
870,100

77,600
16,850

840
23,900

464,800
402,95O
111,620

_ 49,90q

2,291,460

571,950
643,990
270,800
462,310

64,900
522,800
130,850

2,667,50O

(386,040)

Aclual

$ 274,604
890,999

83,731
L?t967
7,043

23,805
s92p2s
382,554

93,783
L6,727

21374,239

534,724
6Q8,427
268,472
320,731

9,567
598,670
r04,977

2.444,568

(70,330)

44,567
1r500

Varlance Wlth
Final Budget

Favorable
(Unfavorablg)

$ 11,604
20,ggg
6,131

(3,883)
1,2o3

5
128,125
(20,296)
(17,837)
(331173)

92,778

37,L26
35,563

2,329
t4r,579
56,333

(75,870)
25,973

227,932

315,710

44F67
1r500
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SADSBURY TOWNSHIP
Statement of Revenues, Expendltures, and €hanges in Fund Balances -
Budget and Actual - Capltal Projects Fund
For the Year Ended December 31, 2016

Revenues
Interest income

Net change In fund balances

Fund balance -- January 1,2016

Fund balance -- December 31, 2016

Orlglnal
Budget Flnal Budget

Varlance Wlth
Flnal Budget

Favorable
(Unfavorablq)

$ 1,003

$ 1,003

$ 700

$_ 70q_

$ 200

$ zoo

4ctull

$ 1,703

$ 1,703

689,751

$ 591,454
@
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Statement of Revenues, Expendltures, and Changes ln Fund Balances -
Budget and Actual - Act 2O9 Fund
For the Year Ended December 31, 2016

Revenues
Interest income
Charges for servlces

Total revenues

Net change ln fund balances

Fund balance --January 1, 2016

Fund balance -- December 3t,20LG

Orlglnal
Budget

$ 440
4,200

$ 4,640

Final Budqgt

$ ++o

-___1,209_
4,640

$ 4,640

Actual

$ 833
19,170

20,003

$ 20,003

338,664

$ 358,667

-

Varlance Wlth
Final Budget

Favorable
(Unfavorable)

$ 3e3
L4,970

15,363

$ 15,363
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SADSBURY TOWNSHIP
Statement of Revenues, Expendltures, and Changes in Fund Balances -
Budget and Actual - Llquid Fuels Fund
For the Year Ended December 31, 2016

Origlnal
Budget

$ 280
I23,700

123,980

139,550

$ (15,570)

$ zao
t23,70O 

.

123,980

139,550

$ (15,s70)

# 377
126,547

126,?24

94,503

$ 32,42I

738,524

fi L70,945

Varlance With
Flnal Budget

Favorable
(Unfavorable)

$sz
, 2,847

2,944

45,047

$ 47,991

Flnal Budget Actual

Revenues
Interest lncome
Intergovernmental revenues

Total revenues

Expendltures
Publlc works, hlghways and streets

Net change In fund balances

Fund balance -- lanuary 1, 2016

Fund balance -- December 31, 2016
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