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FINANCIAL S_CTION



Independent Auditors’ Report

To the orour Council
Borough of Royersford
Royersford, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the Borough of
Royersford as of and for the year ended December 31, 2017, and the related notes to the financial
statements, which collectively comprise the Borough of Royersford’s basic financial statements as
listed in the table of contents.

Management’s Responsibili for the Financial Statements

The Borough of Royersford'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
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our re: onsibility is to express opinions- on iese financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ jud nent, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant ) the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit aiso includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting es 1ates 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 auc opinions.

3 Certified Public Accountants and Business Consu

ts



To the Borough Council
Borough of Royersford
Royersford, Pennsylvania

Opinion

In our opinion, the financial statements referred to above resent fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund
and the aggregate remaining fund information of the Borough of Royersford as of December 31, 2017,
and the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of
America (GAAP).

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management'’s
discussion and analysis on pages 5 through 10, budgetary comparison information on pages 50 and
51, and schedule of changes in the net police pension plan liability and related ratios on page 52,
schedule of police pension plan contributions on page 53, schedule of police pension plan investment
returns on page 54, schedule of changes in the net non-uniformed pension plan liability and related
ratios on page 55, schedule of non-uniformed pension plan contributions on page 56 and schedule of
non-uniformed pension plan investment returns on page 57 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management's responses to our inquiries, the basic financial
statements and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence ) express an opinion or provide any assurance.

Oaks, Pennsylvania
July 24, 2018


















—ORO! 35H OF ROYE 'SFORD
MANAGER HSCUSSION AND ANALYSIS (Unaudited)
YEAR ENL ‘EMBER 31, 2017

ECO IC FACTORS, NEXT" AR’S BUDGET AND RATES
Income from the tapping fees for the sewer services paid for the Infiltration and Airflow Project in 2017.

The Borough has given approval for two duplexes to be built on Second Avenue in 2016 and were
finished in 2017.

The Hill School in Pottstown, PA bt a boat ramp on the Borough's river front at the bottom of Arch
Street. The Hill School partnered with the Borough on the rar ) allowing the public to use the boat
ramp. '

CONTACTING THE BC OUGH'S MANAGEME T
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors
with a general overview of the Borough's finances and to demonstrate the accountability for the money

that the Borough receives and disburses. If you have any questions about this report or need additional
information, contact Michael Leonard, Borough Manager.
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- C IGH OF ..OYERSFORD

RECONCII ATION OF TOTAL GOVERNMENTAI  INDS BALANCES
TO =T POSITION OF GO\ RNMENTAL ACTIN =S

DECEMBER 31, 2017

TOTAL GOVERPM :NTAL FUNDS BALANCES

Capital assets used in governmental activities are not current
financial resources and therefore are not reported in the funds.
These assets consist of:

Land

Infrastructure

Buildings and building improvements

Equipment

Vehicles

Accumulated depreciation

Deferred charges used in governmental activities are not financial
resources and therefore are not reported in the funds. These
assets consist of:

Deferred inflows and outflows related to pension activities

Some liabilities are not due and payable in the current period and
therefore are ot reported in the funds. Those liabilities consist
of:

Bonds and notes payable and capital lease

Compensated absences

Net pension liability

Some of the Borough's revenues will be collected after year-end
but are not available soon enough to pay for the current period’s
expenditures and therefore are not recorded in the funds.

NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying hotes to the basic financial statements.
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$ 465,470

216,461
6,780,236
642,197
413,235
448,117

(2,405,250)

(439,441)

(383,999)
(100,468)
(170,736)







BC C 3HOF YERSFORD

RECONCILIA® DN OF © |[E GOVERNMENTAL JNDS STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES

YFAR FMRED DECEME 31, 2017

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ 237,080

Capital outlays are reported in Governmental Funds as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceed depreciation in
the period. 77,558

The issuance of long-term debt (e.g., notes, leases) provides current
financial resources to Governmental Funds, but issuing debt
increases long-term liabilities in the statement of net position.
Repayment of long-term debt principal is an expenditure in the
Governmental Funds, but the repayment reduces long-term liabilities
in the statement of net position. This is the net effect of these
differences in the treatment of long-term debt. (8,534)

Pension plan expenses are reported in the statement of activities and
do not require the use of current financial resources and are not
reported as expenditures in Governmental inds. (11,007)

Because some property taxes will not be collected for several months
after the Borough’'s fiscal year ends, they are not considered as
“avi 1ble” revenues in the Governmental Funds. This is the amount
of the change in real estate taxes outstanding during the year. 5,930

in the statement of activities, certain operating expenses--
con ensated absences (sick leave)--are measured by the amounts
earned during the year. In the Governmental Funds, however,
expenditures for these items are measured by the amount of financial
resources used (essentially, the amounts actually paid). 4,504

CHANGE IN NET PO¢ IO OF GOVERNMENTAL ACTIVITIES & Nk B2

See accompanying notes to the basic financial statements.
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| JROUGH OF ROYEF FORD

STATEMENT OF REVENUES, EXPENSES AND

CHAM :SIN NET POSITION
PROI  ETARY FUNDS
YEAR ENDED DECEMBER 31, 2017

OPERATING REVENUES
Sewer rents and installation
Trash collection
TOTAL OPERATING REVENUES

OPERATING EXPENSES
Expenses
Depreciation
TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES)
Investment income
Interest expense
TOTAL NC OPERATING REVENUES
(EXPENSES)
CHANGE IN NET POSITION
NET POSITION AT BEGINNING OF YEAR

NET POSITION AT END OF YEAR

Epl‘nrnrise Frinde

irasn Total
Collection Proprietary
Sewer Fund ___Fund Funds
$ 797,521 $ - $ 797,521
_ 270 _AGA 270 AGA
191,041 2/ 9,094 l,lll,/"‘.
534,843 384,517 919,360
1ee AR - 166,468
(V1,911 384,617 1,085,828
96,210 (4 2 91,387
2,821 - 2,821
(57,457) - (67,457)
(R4 636) - (54,636)
41,574 (4,823) 36,751
1,900,751 271,135 2,171,886
$ 1,942,325 $ 266,312 $_ 2208637

See accompanying notes to the basic financial statements.
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E C GH OF ROYE 'SFORD
STATEMENT OF CASH FLOWS

PROPRIETARY FUM 1S
YEAR ENDED DECEMBER 31, 2017

Entararica Ciinde

11asn Total
Collection Proprietary
Qawnrar Euﬁ Fund i Fiinde _

RECONCILIATION OF OPERATING INCOME TO
NET CASH PROVIDED (USED) BY OPERATING
ACTIVITIES

Operating income (loss)

Adjustments to reconcile operating income (loss) to

net cash provided (used) by operating activities

$ 96,210 $ (4,823) $ 91,387

Depreciation 36,468 - 166,468
Pension expense (1,403) 476) (1,879)
Change in assets and liabilities
Accounts receivable (14,123) (6,953) (21,076)
Prepaid expenses (6,343) 5,713 (630)
Accounts payable 1,592 (1,262) 330
ayr¢ and payroll taxes payable 414 - _ A14
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES $ 242 815 $, 7,801 T pRENAA_

See accompanying notes to the basic financial statements.
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BOROUGH( ROYERSFORD

STATEMENT OF CHANGES IN FIDUCIARY NET POSI

F JUCIARY FUNDS
YEAR ENDED DECEMBER 31, 2017

ADDITIONS
Contributions
Employees
Employer
State aid
Investment income
TOTAL ADDITIONS

DEDUCTIONS
Benefits
Administrative
TOTAL DEDUCTIONS

CHANGE [N NET POSITION
NET POSITION HELD IN TRUST FOR
PEN{ DN BENEFITS AND OTHER
PURPOSES

BEC( JINING OF YEAR

END OF YEAR

. Pension Trust Funds Total
rouce Non-Uniformed Fiduciary
Pension Pension Funds
$ 30,458 $ 12,851 $ 43,309
12,270 - 12,270
75,084 35,034 110,118
413,998 372,904 7RA QN9
531,810 420,789 ELYA R ]
98,183 93,200 191,383
20 RR7 36,653 7R/ R10
135,U4U - 129,853 40/,033_
393,770 290,936 684,706
2,398,569 __?703,517 4,602,086
$ 2,792,339 $ 2,494,453 $ 5,286,792

See accompanying notes to the basic financial statements.
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BOROUGH OF ROYERS 3
NOTES TO THE BASIC FIN. AL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY ( { SNIFICANT ACCOUNTING POLICIES (Continue

1e government-wide statements are prepared using the economic resources measurement
focus and the accrual basis of accounting. This is the same approach used in the
preparation of the Proprietary Funds’ financial statements but differs from the manner in
which Governmental Funds’ financial statements are prepared. Governmental Funds’
financial statements therefore include a reconciliation with brief explanations to better
identify the relationship between the government-wide statements and the statements for
Governmental Funds. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are ‘:ied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

1e government-wide statement of activities presents a comparison between direct
expenses and program revenues for each segment of the business-type activities of the
Borough and for each function or program of the Borough's governmental activities. Direct
expenses are those that are specifically associated with a service, program, or department
and therefore clearly identifiable to a particular function. Program revenues include charges
paid by the recipient of the goods or services offered by the program and grants and
contributions that are restricte to meeting the operational or capital requirements of a
particular program. Revenues, which are not classified as program revenues, are presented
as general revenues of the Borough, with certain limited exceptions. The comparison of
direct expenses with program revenues identifies the extent to which each business
segment or governmental function is self-financing or draws from the general revenues of
the Borough.

As a general rule, the effect of interfund activity has been eliminated from the government-
wide financial statements.

Fund Financial Statements - Fund financial statements report detailed information about
the Borough. The focus of Governmental and Proprietary Funds’ financial statements is on
major funds rather than reporting funds by type. Each major fund is presented in a separate
column. Fiduciary Funds are reported by fund type.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All Governmental Funds are accounted for using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the Borough considers revenues to
be available if they are collected within 60 days of the end of the fiscal period.

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to
compensated absences, and claims and judgments are recorded only when payment is due.
The financial statements for Governmental Funds are a balance sheet, which generally
includes only current assets and current liabilities, and a statement of revenues,
expenditures and changes in fund balances, which reports on the sources (i.e., revenues
and other financing sources) and uses (i.e., expenditures and other financing uses) of
current financial resources.
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i ROUGH OF ROYERS © D

NOTES TO THE BASIC FINANCIAL STATENM..ATS
DECEMBER 31, 2017

NOTE C- ACC INTS RECEIVABLE

Accounts receivable are comprised of the following:

General Proprietary
Fund Fund Type Totals
Sewer billings $ - $ 49 32 $ 49,162
Refuse billings - 33,135 33,135
Other 2,948 - 2,948
$ 2,948 $ 82,297 $ 85,245

The Borough bt 2ves that all receivables are collectible; therefore, an allowance for
doubtful accounts is not needed.
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Principal

Outstanding

Deletions/ December 31, Due Within

Maturities 2017 __OnaYear
$ (22,701) $ 352,764 $ 23,178
- 31,235 9,984
(273,049) 170,736 -
(4,5n4y 100,468 -
(300,204) 655,203 372189
(111,627) - -
(5,000) __20RRN00 172,000

f11R RO 2,995,000 172,000

$ (416,881) $_ 3,610,20% $ 20K 1R2
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BOROL

iH_*ROY  DJRo

NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31 2n17

NOTE

- LONG-TERM LI/ ILITIES (Co1 nued)

Bonds and notes payable at December 31, 2017, consisted of:
Govi r fal Activities

General Obligation Bonds, Series of 2011, used to currently
refund the General Obligation Note, Series of 2008, which was
originally used to finance the revitalization of Main Street, principal
and interest payments were due monthly and began in April 2011
and continued through July 2016 at a fixed rate of 3.45%. In
August 2016, the interest rate was set at a fixed rate of 2.08%
continuing through April 2021. In April 2021 and continuing
through April 2026 interest will be set at a variable rate of the
prime rate plus an additional .25%, not to exceed 5.99%. In April
2026 the rate will change to a fixed rate of 5.99% through maturity
in April 2031.

Business-Type Activiti

Guaranteed Sewer Revenue Note, Series of 2008, used for
renovations to the Royersford Waste Water Treatment Plant;
principal payments began in June 2009 and continue through
June 2032 ranging from $5,000 to $265,000 annually; interest
payments began in July 2008 and are due monthly at a fixed rate
of 1.84%

TOTAL BONDS AND NOTES PAYABLE

-35-
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2,955,000

$ 3,307,764


















BORC

sH OF ROYERSFC D

NOTES TO1 = BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE J- DEI NED BENEFITI NSIONI AN (POLICE PENSION PLAN) (Continued)

Due to the size of the plan, there has een no experience studies used to determine plan
assumptions.

The long-term expected rate of return on plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected
returns, net of plan investment expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by
weigh g the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. Best estimates of arithmetic real rates of return for each
major asset class included in the plan’s target asset allocation as of December 31, 2017
(see the plan’s investment policy), are summarized in the following table:

Long-Term
Expected
Real Rate
Asset Class of Return
Dividend and income stocks 7.5%
Core equity 8.0%
International 10.0%
Fixed income 3.8%

Discot t Rate - The discount ri :is based on the long-term expected rate of return on plan
investments that are expected to be used to finance the payments of benefits. The plan’s
fiduciary net position is projected to be sufficient to make projected benefit payments and
the plan assets are expected to be invested using a strategy to achieve that return. The
employer has always met the funding requirements of Pennsylvania Law Act 205 of 1984.
Act 205 requires full funding of the entry age normal cost plus plan expenses, as well as
amortization of the unfunded liability to ultimately achieve a 100% funded status.
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BC

:OUC | ROY <SFORD

NOTES TO THE BASIC FINANCIAL STATEMENTS

031, 2017

NO" K- DEF ED BENEFIT PENSION PLAN (NON-UNIF MED PLAN)

Summary of Signif'---* Accountir - Policies

Method Used to Value Investments - Non-Uniformed Pension Plan investments are
carried at fair value as reported by the investment managers. Short-term investments are
reported at cost, which approximates fair value.

Plan Description

an Administration - The Borough administers the Non-Uniformed Pension Plan--a single-
employer defined benefit pension plan that provides pensions for i regular, full-time non-
uniformed Borough employees.

Management of the plan is vested in the Pension Board, which consists of five members;
two elected council members, the borough manager, one police department representative
and one non-uniformed employees representative--all appointed by the Borough Council
Pre lent. The Pension Board is responsible for managing, investing and monitoring the
Borough's Non-Uniformed Pension Fund.

Plan Membership - At December 31, 2017, plan membership consisted of the following:

Inactive plan members or beneficiaries currently receiving benefits 4
Inactive plan members entitled to but not yet receiving benefits 3
Active plan members 10

17

Benefits Provided - The plan provides retirement, disability and death benefits. A member
is eligible for normal retirement after attainment of age 62. The normal retirement pension is
payable monthly during the member’s lifetime, with payments continuing after the member’s
death to a designated beneficiary, equal to the present value of the accrued benefit at the
time « the member's death. The amount of monthly pension is equal to 1.667% times
average monthly compensation. Average compensation is based upon the last 36 months
of employment. If a member continues working after his normal retirement date, his pension
does not start until he actually retires. If an active member suffers a service related
disability, they are eligible for disability retirement. The service related disability retirement
is payable monthly equal to 50% of the member’'s monthly salary at the time of disability. If
the disability is not service related, a benefit of 30% of salary is provided to a member who
has at least ten years of service.

The benefit provisions of the Borough'’s plan are established by Borough o1  1ances.
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IRC H OF ROYER? D
NOTES TO THE BASIC FIN/ \L STATEMENTS
DECEMBER 2 2017

NOTE K - DEFINED _ :NEFIT PENSION PLAN (NON-UNIFORMED PLAN) (Continue

Concentrations - More than 5% of the Borough’s investments are in equity securities and
mutual funds. These investments are 55% and 45% of the plan’s total investments,
respectively.

Rate of Return - For the year ended December 31, 2017, the annual money-weighted rate
of return on pension plan investments, net of pension plan investment expense, was 15.6%.
The money-weighted rate of return expresses investment performance, net of investment
expense, adjusted for the changing amounts actually invested.

Net Pension Liability ~* “~~ Borc'*~*

The components of the net pension liability of the Borough at December 31, 2017, were as

follows:
Total pension liability $ 2,314,600
Pla iduciary net position (2,494,453)

NET PENSION LIABILITY $ (179,853)

Plan fiduciary net position as a percentage of
the total pension liability 107 7794

Actuarial Assumptions - The total pension liability was determined by an actuarial
valuation as of January 1, 2017, using the following actuarial assumptions, applied to all
periods included in the measurement:

Inflation 3%
Salary increases 4.75% average, inclur g inflation
Investment rate of return 7.25%

Mortality rates were based on the RP-2000 Healthy Annuitant Mortality Table with Scale AA.

Due to the size of the plan, there has been no experience studies used to determine plan
assumptions.

The long-term expected rate of return on plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected
returns, net of plan investment expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation.
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BOROI

1OF F )YE 'SF-RD

NOTES TO THE BUDGETARY COMPARISON SCHEL ILE

YEAR

NOTEA -

NOTE B -

1,2017

JDC TARY INFORMATION

The orough’s process for establishing its annual operating budget involves submission of
e budget by the Borough Manager to Borough Council for its approval and adoption.

The orough prepares the General Fund budget on the cash basis of accounting, which is
not consistent with accounting principles generally accepted in the United States of America.
EXC SS ( EXPENDITURES OVI APl OPF \TIONS

For the year ended December 31, 2017, expenditures exceeded appropriations in the
following General Fund object levels (the legal level of budgetary control):

Public safety $ (142,865)
Health (1,345)
Debt service (30,288)

These excess expenditures were funded by cash reserves and increased charges for
services.
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BOF JUGHC ROYER *ORD

SCHEDULE OF POLICE ENSION PLAN CONTRIBUTIONS

OlIR FISCAL YEARS

ACTUARIALLY DETERMINED
CONTRIBUTION

CONTRIBUTIONS IN RELATION TO THE
ACTUARIALLY DETERMINED
CONTRIBUTION

CONTRIBUTION DEFICIENCY
(EXCESS)

COVERED-EMPLOYEE PAYROLL

CONTRIBUTION AS A PERCENTAGE OF
COVERED-EMPLOYEE PAYROLL

NOTES TO SCHEDULE

Valuation date

2017 2016 2015 2014
87,354 $ 84837 $ 75396 $ 54795
87,354 _ anay7 75,396 54,795

-3 _S_ - s -
637431 $_ 567,623  §__FOR0  §_ 464075
14% 15% 14% 400L

January 1, 2015

January 1, 2013

Actuarially determined contribution rates are calculated by September 30 of each year for the upcoming calendar year.

Methods and assumptions used to determine contribution rates:

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation

Salary increases

Investment rate of return
Retirement age

Entry age normal
Level dollar, closed

11 years

PMRS asset method

3.0%

4.25% annual increase

7.50%

Normal retirement age
Mortality Assumed life expectancies are based on the
RP-2000 Healthy Annuitant Mortality Table

Entry age normal

Level dollar, closed

13 years

PMRS asset method

3.0%

5% annual increase

7.50%

Normal retirement age
Assumed life expectancies are
based on the RP-2000 Healthy
Annuitant Mortality Table

This schedule is intended to show information for ten years, all available information is displayed. Additional information

will be displayed as it becomes available.
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BOROUGH' ROYERSFC
SCHEDULE OF POLICE PENSIC b

INVESTMENT RETURNS
LAST FOUR FISCAL YEARS
2017 2016 2015 _ s
ANNUAL MONEY-WEIGHTED RATE OF RETURN,
NET OF INVESTMENT EXPENSE 15.70% 8.50% _ nn2% 7.20%

NOTE TO SCHEDULE

This schedule is intended to show information for ten years, all available information is displayed. Additional information
will be displayed as it becomes available.
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E R JGI FR YEn3:IRD
SCHEDULE OF NON-UNIFORMED PENSION PLAN

\VESTMENT RETURNS
LAST FOUR FISCAL YEARS
7 2016 2015 2014
ANNUAL MONEY-WEIGHTED RATE OF RETURN,
NET OF INVESTMENT EXPENSE 1560%  _ 9.00% 002% 8.00%

NOTE TO SCHEDULE

This schedule is in  ded to show information for ten years, all available information is displayed. Additional information
will be displayed as it becomes available.
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