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INDEPENDENT AUDITOR’S REPORT
March 28, 2022

To the Borough Council
Borough of Swarthmore
Swarthmore, Pennsylvania

Report on the Audit of the Financial Statements

Opinions

We have audited the modified cash basis financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the Borough
of Swarthmore as of and for the year ended December 31, 2021, and the related notes to the financial
statements which collectively comprise Borough of Swarthmore’s basic financial statements as listed in the
table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective modified cash basis financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Borough of Swarthmore
as of December 31, 2021, and the respective changes in financial position — modified cash basis and,
where applicable, cash flows, thereof for the year then ended in accordance with the modified cash
basis of accounting described in Note 1.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (“GAAS”) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the Borough of Swarthmore and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

503 Carr Road O Suite 100 O Wilmington, DE 19809
302.478.8940 O www.btcpa.com



To the Borough Council
Borough of Swarthmore

Emphasis of Matter — Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America. Our
opinions are not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

The Borough of Swarthmore’s management is responsible for the preparation and fair presentation of the
financial statements in accordance with the cash basis of accounting described in Note 1, and for
determining that the modified cash basis of accounting is an acceptable basis for the preparation of the
financial statements in the circumstances. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and, therefore, is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Borough of Swarthmore’s internal control. Accordingly, no such
opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.



To the Borough Council
Borough of Swarthmore

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Borough of Swarthmore’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Other Information Included in the Annual Report

Management is responsible for the other information included in the annual report. The other information
comprises the schedules of funding progress, annual required contributions, and notes to supplementary
schedules on pages 39 through 45 and the combining and individual fund financial statements on pages
46 through 47 (“the supplementary information”) but does not include the financial statements and our
auditor's report thereon. Our opinions on the financial statements do not cover the other information, and
we do not express an opinion or any form of assurance thereon. In connection with our audit of the
financial statements, our responsibility is to read the other information and consider whether a material
inconsistency exists between the other information and the financial statements, or the other information
otherwise appears to be materially misstated. If, based on the work performed, we conclude that an
uncorrected material misstatement of the other information exists, we are required to describe it in our
report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 31,
2021 on our consideration of the Borough of Swarthmore’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
the Borough'’s internal control over financial reporting and compliance.

5Wm¢@7up
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ASSETS

Cash and cash equivalents
Internal balances

TOTAL ASSETS

LIABILITIES AND NET POSITION
Current Liabilities:

Liabilities:

Payroll withholding liabilities
TOTAL LIABILITIES

NET POSITION

Restricted for:

Highways and streets

Fire relief
Debt service
Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

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

BOROUGH OF SWARTHMORE
STATEMENT OF NET POSITION - MODIFIED CASH BASIS
DECEMBER 31, 2021

Governmental Business-type
Activities Activities Total

$ 1,228,140 $ 463,851 $ 1,691,991
(966) 966 -
1,227,174 464,817 1,691,991
35,007 - 35,007
35,007 - 35,007
8,741 - 8,741
101,748 - 101,748
43,858 - 43,858
1,037,820 464,817 1,502,637
1,192,167 464,817 1,656,984
$ 1227174 $ 464,817 $ 1,691,991




GOVERNMENTAL ACTIVITIES
Administrative

Permits and licenses

Public safety

Health

Public works

Library

Culture and recreation

Debt service

TOTAL GOVERNMENTAL ACTIVITIES

BUSINESS-TYPE ACTIVITIES

Solid waste

Sewer

TOTAL BUSINESS-TYPE ACTIVITIES

TOTAL PRIMARY GOVERNMENT

BOROUGH OF SWARTHMORE

STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Operating Capital Business-
Charges for Grants and Grants and Governmental type
Expenses Services Contributions Contributions Activities Activities Total
$ 586,815 $ 11,000 424,037 $ - $ (151,778) $ - $ (151,778)
48,890 - - - (48,890) - (48,890)
2,331,355 514,129 38,324 - (1,778,902) - (1,778,902)
1,700 - - - (1,700) - (1,700)
425,884 47,398 158,482 - (220,004) - (220,004)
194,700 - - - (194,700) - (194,700)
204,324 37,092 - - (167,232) - (167,232)
157,316 - - - (157,316) - (157,316)
3,950,984 609,619 620,843 - (2,720,522) - (2,720,522)
675,672 622,926 34,129 - - (18,617) (18,617)
1,093,387 1,197,948 - - - 104,561 104,561
1,769,059 1,820,874 34,129 - - 85,944 85,944
$ 5,720,043 $ 2,430,493 $ 654972 $ - (2,720,522) 85,944 (2,634,578)
GENERAL REVENUES
Taxes:
Real estate taxes 2,111,722 - 2,111,722
Real estate transfer taxes 277,090 - 277,090
Local services tax 103,940 - 103,940
Licenses and permits 116,990 - 116,990
Fines and forfeits 25,547 - 25,547
Investment earnings 675 277 952
Grants and contributions not restricted
to specific programs 129,000 - 129,000
Miscellaneous 10,321 - 10,321
Proceeds from long-term debt 51,489 - 51,489
TOTAL GENERAL REVENUES 2,826,774 277 2,827,051
CHANGE IN NET POSITION 106,252 86,221 192,473
NET POSITION, BEGINNING OF YEAR 1,085,915 378,596 1,464,511
NET POSITION, END OF YEAR $ 1,192,167 $ 464,817 $ 1,656,984

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




BOROUGH OF SWARTHMORE
BALANCE SHEET - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS
DECEMBER 31, 2021

Capital Total
General Pension Reserve Fire Highway Debt Governmental
Fund Tax Fund Tax Aid Service Funds
ASSETS
Cash and cash equivalents $ 1,167,414 $ - $ 223,631 $ - $ 8,741 $ 43,858 $ 1,443,644
Due from other funds - - - 101,748 - - 101,748
TOTAL ASSETS $ 1,167,414 $ - $ 223,631 $ 101,748 $ 8,741 $ 43,858 $ 1,545,392
LIABILITIES AND FUND BALANCES (DEFICIT)
LIABILITIES
Cash overdraft $ - $ 215,504 $ - $ - $ - $ - $ 215,504
Payroll withholding liabilities 35,007 - - - - - 35,007
Due to other funds 102,714 - - - - - 102,714
TOTAL LIABILITIES 137,721 215,504 - - - - 353,225
FUND BALANCES (DEFICIT)
Restricted for:

Highways and streets - - - - 8,741 - 8,741

Fire relief - - - 101,748 - - 101,748

Debt service - - - - - 43,858 43,858
Committed for:

Post-retirement benefits 479,497 - - - - - 479,497
Assigned for:

Capital costs - - 223,631 - - - 223,631
Unassigned (Deficit) 550,196 (215,504) - - - - 334,692
TOTAL FUND BALANCES (DEFICIT) 1,029,693 (215,504) 223,631 101,748 8,741 43,858 1,192,167
TOTAL LIABILITIES AND FUND BALANCES (DEFICIT) $ 1,167,414 $ - $ 223631 $ 101,748 $ 8,741 $ 43,858 $ 1,545,392

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



BOROUGH OF SWARTHMORE
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Capital
General Pension Reserve Fire Highway Debt
Fund Tax Fund Tax Aid Service Total

REVENUES
Taxes:

Real estate tax $ 1,327,784 $ 337,062 $ - $ 368,902 $ - $ 77,974 $ 2,111,722

Transfer tax 277,090 - - - - - 277,090

Local service tax 103,940 - - - - - 103,940
Licenses and permits 116,990 - - - - - 116,990
Fines and forfeits 25,547 - - - - - 25,547
Interest, rents, and royalties 523 - 133 - 19 - 675
Intergovernmental revenues 380,807 81,554 - - 158,482 - 620,843
Charges for services 609,619 - - - - - 609,619
Contributions 129,000 - - - - - 129,000
Miscellaneous revenue - - - - 10,321 - 10,321
TOTAL REVENUES 2,971,300 418,616 133 368,902 168,822 77,974 4,005,747
EXPENDITURES
Current:

General government 320,521 - - - - - 320,521

Public safety 1,337,878 - - 324,515 - - 1,662,393

Health 1,700 - - - - - 1,700

Public works - highways and streets 172,200 - - - 179,302 - 351,502

Library 194,700 - - - - - 194,700

Culture and recreation 182,309 - - - - - 182,309

Employee benefits 550,717 372,592 - - - - 923,309
Debt service:

Principal 28,380 - 28,292 - - 92,880 149,552

Interest 1,367 - 549 - - 5,848 7,764
TOTAL EXPENDITURES 2,805,202 372,592 170,645 324,515 179,302 98,728 3,950,984
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 166,098 46,024 (170,512) 44,387 (10,480) (20,754) 54,763
OTHER FINANCING SOURCES (USES)
Proceeds from long-term debt - - 51,489 - - - 51,489
Transfers in - - 27,000 - - - 27,000
Transfers out (27,000) - - - - - (27,000)
TOTAL OTHER FINANCING SOURCES (USES) (27,000) - 78,489 - - - 51,489
NET CHANGE IN FUND BALANCES 139,098 46,024 (92,023) 44,387 (10,480) (20,754) 106,252
FUND BALANCES (DEFICIT), BEGINNING OF YEAR 890,595 (261,528) 315,654 57,361 19,221 64,612 1,085,915
FUND BALANCES (DEFICIT), END OF YEAR $ 1,029,693 $  (215,504) $ 223,631 $ 101,748 $ 8,741 $ 43,858 $ 1,192,167

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



BOROUGH OF SWARTHMORE

BUDGETARY COMPARISON STATEMENT - GENERAL FUND - MODIFIED CASH BASIS

REVENUES
Taxes:

Real estate tax

Transfer tax

Local service tax
Licenses and permits
Fines and forfeits
Interest, rents, and royalties
Intergovernmental revenues
Charges for services
Contributions
Miscellaneous revenue
TOTAL REVENUES

EXPENDITURES
Current:
General government
Public safety
Health

Public works - highways and streets

Library
Culture and recreation
Employee benefits
Miscellaneous expense
Debt service:
Principal
Interest
TOTAL EXPENDITURES

EXCESS OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

TOTAL OTHER FINANCING USES
NET CHANGE IN FUND BALANCE
FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

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

FOR THE YEAR ENDED DECEMBER 31, 2021

Original
and Final

Budget

$ 1,353,350
150,000
110,000
109,000

42,500
5,000
10,500
618,925
115,000
9,500
2,523,775

353,390
1,663,643
2,000
141,450
194,700
164,650
647,935
2,500

3170268

(646,493)

(646,493)

890,595

$ 244102

Actual
Amounts
(Budgetary
Basis)

$ 1,327,784
277,090
103,940
116,990

25,547
523
380,807
609,619
129,000

2,971,300

320,521
1,337,878
1,700
172,200
194,700
182,309
550,717
15,430

28,380
1,367

2,805,202

166,098

(27,000)
(27,000)

139,098

890,595

$ 1,029,693

Variance
Positive
(Negative)

$ (25,566)
127,090
(6,060)
7,990
(16,953)
(4,477)
370,307
(9,306)
14,000
(9,500)
447,525

32,869

325,765

300
(30,750)

(17,659)
97,218

(12,930)

(28,380)

(1,367)
365,066

812,591

(27,000)
(27,000)

785,591

$ 785591



BOROUGH OF SWARTHMORE

BUDGETARY COMPARISON STATEMENT - PENSION TAX FUND - MODIFIED CASH BASIS

FOR THE YEAR ENDED DECEMBER 31, 2021

REVENUES

Property taxes
Intergovernmental revenues
TOTAL REVENUES

EXPENDITURES
Current:
Employee benefits
TOTAL EXPENDITURES
NET CHANGE IN FUND DEFICIT
FUND DEFICIT, BEGINNING OF YEAR

FUND DEFICIT, END OF YEAR

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

$

$

Original
and Final

Budget

342,725
86,700

429,425

372,591

372,591

56,834

(261,528)

(204,694)

Actual
Amounts
(Budgetary
Basis)

$ 337,062
81,554

418,616

372,592

372,592

46,024

(261,528)

$ (215,504)

$

$

Variance
Positive

(Negative)

(5,663)
(5,146)

(10,809)

(1)

(1)

(10,810)

(10,810)



BOROUGH OF SWARTHMORE
BUDGETARY COMPARISON STATEMENT - FIRE TAX FUND - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Actual

Original Amounts Variance

and Final (Budgetary Positive

Budget Basis) (Negative)
REVENUES
Property taxes $ 374,000 $ 368,902 $ (5,098)
TOTAL REVENUES 374,000 368,902 (5,098)
EXPENDITURES
Current:

Public safety 347,904 324,515 23,389
TOTAL EXPENDITURES 347,904 324,515 23,389
NET CHANGE IN FUND BALANCE 26,096 44,387 18,291
FUND BALANCE, BEGINNING OF YEAR 57,361 57,361 -
FUND BALANCE, END OF YEAR $ 83,457 $ 101,748 $ 18,291

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



BOROUGH OF SWARTHMORE
BUDGETARY COMPARISON STATEMENT - HIGHWAY AID FUND - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Actual

Original Amounts

and Final (Budgetary

Budget Basis) Variance
REVENUES
Interest $ 500 $ 19 $ (481)
Intergovernmental revenues 154,807 158,482 3,675
TOTAL REVENUES 155,307 168,822 13,515
EXPENDITURES
Current:

Highways and roads 202,600 179,302 23,298
TOTAL EXPENDITURES 202,600 179,302 23,298
NET CHANGE IN FUND BALANCE (47,293) (10,480) 36,813
FUND BALANCE, BEGINNING OF YEAR 19,221 19,221 -
FUND BALANCE (DEFICIT), END OF YEAR $ (28,072) $ 8,741 $ 36,813

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



BOROUGH OF SWARTHMORE

STATEMENT OF NET POSITION - PROPRIETARY FUNDS - MODIFIED CASH BASIS

ASSETS

Cash and cash equivalents

Due from other funds
Total Assets

LIABILITIES AND NET POSITION
Liabilities

Net Position:
Unrestricted
Total Net Position

DECEMBER 31, 2021

Sewer and
Solid Waste

$ 308,615
966
309,581

309,581
$ 309,581

$

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

Sanitary
Sewer

155,236

155,236

155,236

155,236

Totals

$ 463,851
966

464,817

464,817

$ 464,817



BOROUGH OF SWARTHMORE

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION -

PROPRIETARY FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED DECEMBER 31, 2021

OPERATING REVENUES

Trash service charges

Sewer service charges

Other revenues

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Trash service charges

Sewer service charges

General and administrative
TOTAL OPERATING EXPENSES

OPERATING LOSS

NONOPERATING REVENUES (EXPENSES)

Net earnings on investments

Interest expense

Principal paid on debt

TOTAL NONOPERATING REVENUES (EXPENSES)
CHANGE IN NET POSITION BEFORE TRANSFERS
TRANSFERS

Transfers in

Transfers out

TOTAL TRANSFERS

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

Sewer and Sanitary

Solid Waste Sewer Totals
$ 622,926 $ - $ 622,926
1,197,948 - 1,197,948
34,129 - 34,129
1,855,003 - 1,855,003
397,918 - 397,918
1,084,437 - 1,084,437
277,754 - 277,754
1,760,109 - 1,760,109
94,894 - 94,894
261 16 277
(1,210) - (1,210)
(7,740) - (7,740)
(8,689) 16 (8,673)
86,205 16 86,221
- 41,000 41,000
(41,000) - (41,000)
(41,000) 41,000 -
45,205 41,016 86,221
264,376 114,220 378,596
$ 309,581 $ 155,236 $ 464,817

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



BOROUGH OF SWARTHMORE

STATEMENT OF NET POSITION - FIDUCIARY FUNDS - MODIFIED CASH BASIS

DECEMBER 31, 2021

ASSETS
Cash and cash equivalents
Payroll withholdings due from Borough of Swarthmore
Investments, at fair value - mutual funds:
Exchange traded funds - fixed income
Exchange traded funds - international equity
Exchange traded funds - equity
Exchange traded funds - stable value
TOTAL ASSETS

LIABILITIES

NET POSITION
Net position restricted for pension benefits

Total
Pension Custodial Fiduciary

Trust Funds Funds Funds
$ 280,679 $ 55,673 $ 336,352
13,835 - 13,835
3,530,091 - 3,530,091
2,387,101 - 2,387,101
4,814,521 - 4,814,521
555,296 - 555,296
11,581,523 55,673 11,637,196
$11,581,523 $ 55,673 $11,637,196

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



BOROUGH OF SWARTHMORE
STATEMENT OF CHANGES IN NET POSITION - FIDUCIARY FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED DECEMBER 31, 2021

ADDITIONS

Contributions:
Municipal contributions
Employee contributions
State contributions
Total Contributions

Investment income:
Net appreciation in fair value of investments
Dividends and interest
Total Investment Income
Less: Investment expense
Net Investment Income
Other additions
TOTAL ADDITIONS
DEDUCTIONS
Benefits paid
TOTAL DEDUCTIONS
CHANGE IN NET POSITION
NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

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

-15-

Total
Pension Custodial Fiduciary
Trust Funds Funds Funds
$ 316,926 - $ 316,926
56,081 - 56,081
81,554 - 81,554
454,561 - 454,561
1,018,795 - 1,018,795
228,546 - 228,546
1,247,341 - 1,247,341
(38,457) - (38,457)
1,208,884 - 1,208,884
21,629 45,701 67,330
1,685,074 45,701 1,730,775
364,530 - 364,530
364,530 - 364,530
1,320,544 45,701 1,366,245
10,260,979 9,972 10,270,951
$11,581,523 55,673 $11,637,196




NOTE 1

BOROUGH OF SWARTHMORE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Borough of Swarthmore (“the Borough”) is a municipal corporation existing and operating
under the Borough Code of the Commonwealth of Pennsylvania. The accompanying financial
statements present the primary government.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position - modified cash
basis and the statement of activities - modified cash basis) report information on all of the non-
fiduciary activities of the primary government. For the most part, the effect of interfund activity
has been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

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

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

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Measurement focus is a term used to describe "how" transactions are recorded within various
financial statements. Basis of accounting refers to "when" transactions are recorded regardless
of the measurement focus applied.

Measurement Focus

In the government-wide statement of net position - modified cash basis and the statement of
activities - modified cash basis, both governmental and business-type activities are presented
using the economic resources measurement focus, within the limitations of the modified cash
basis of accounting, as defined.



BOROUGH OF SWARTHMORE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2021

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

In the fund financial statements, the "current financial resources" measurement focus, as applied
to the modified cash basis of accounting, is used as appropriate:

All government and proprietary funds utilize a "current financial resources" measurement
focus. Only current financial assets and liabilities (fo the extent recognized under the
modified cash basis) are generally included on the balance sheet - modified cash basis and
statement of financial position - modified cash basis. The operating statements present
sources and uses available spendable financial resources during a given period. These
funds use fund balance as their measure of available spendable financial resources at the
end of the period.

Basis of Accounting

In the government-wide statement of net position - modified cash basis, statement of activities -
modified cash basis, and the fund financial statements, governmental and business-like activities
are presented using the modified cash basis of accounting. This basis recognizes assets,
liabilities, net position/fund equity, revenues, and expenditures/expenses when they result from
cash transactions in the government-wide statements and proprietary fund statements.
Additionally, long-term assets and liabilities, including capital assets and debt, are excluded
from the statements. The Borough'’s investments are measured at fair value. This basis is a
comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. As aresult of the use of this modified cash basis of accounting, certain
assets and their related revenues (such as accounts receivable, capital assets, and revenue for
billed or provided services not yet collected), and certain liabilities and their related expenses
(such as accounts payable, debt and expenses for goods or services received but not yet paid,
and accrued expenses and liabilities) are not recorded in these financial statements.

If the Borough utilized the basis of accounting recognized as generally accepted, the fund
financial statements for governmental funds would use the modified accrual basis of accounting,
while the fund financial statements for proprietary and fiduciary fund types would use the accrual
basis of accounting. All government-wide financial statements would be presented on the
accrual basis of accounting.

Financial Statement Presentation
The government reports the following governmental funds:
o The General Fund is the government's primary operating fund. It accounts for all

financial resources of the general government, except those required to be accounted
for in another fund.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

The Pension Tax Fund is a special revenue fund used to account for the collection of
taxes used to fund the Borough's pension plans. The primary revenue stream is real
estate taxes and grants revenue.

The Capital Reserve Fund is a capital projects fund used for capital expenditures,
including purchase of major pieces of equipment and infrastructure projects including
streets, stormwater management, and upgrades to Borough buildings and parks.

The Fire Tax Fund is a special revenue fund used to account for the collection of taxes
used for fire relief and hydrant maintenance.

The Highway Aid Fund is a special revenue fund used to account for highway-related
projects in the Borough. The primary revenue stream is grant revenue.

The Debt Service Fund accounts for the resources accumulated and payments made for
principal and interest payments on long-term debt of governmental funds.

The government reports the following proprietary fund types:

The Sewer and Solid Waste Fund is a proprietary fund used to account for revenue and
expenditures relating to sewer, recycling, and trash. Revenues include money from
current and delinquent sewer and frash fees, and recycling sales. Expenditures include
sanitary and storm sewer maintenance and repair, sanitary sewage treatment, trash
collection, recycling collection, and an allocated portion of Borough administrative
expenditures.

The Sanitary Sewer Fund is a capital proprietary fund used for major sanitary sewer
repairs. Revenue is derived from money raised by sewer fees assessed in the Sewer and
Solid Waste Fund. The monies are transferred to the capital fund annually. Expenditures
are restricted to repairs of the Borough's sanitary sewer lines and related engineering
costs.

The government reports the following fiduciary fund types:

The Pension Trust Funds account for the activities of the Police and Employees’ Pension
plans, which accumulate resources for pension benefit payments to qualified
employees.

The Custodial Funds account for assets held by the Borough as a custodian for
individuals, private organizations, other governments, and other funds.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes, and other
charges between the government's sewer function and various other functions of the
government. Elimination of these charges would distort the direct costs and program revenues
reported for the various functions concerned.

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

Proprietary funds distinguish operating revenues and expenses from non-operating items.

Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations.

Operating expenses for enterprise funds include payroll, intergovernmental payments, and
treatment costs. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government's
policy to use restricted resources first, then unrestricted resources as they are needed.

Use of Estimates

The preparation of the financial statements in conformity with the modified cash basis of
accounting requires management to make estimates and assumptions that affect the reported
amounts of assets at the date of the financial statements, and the reported amounts of revenues
and expenditures during the reporting period. Actual results could differ from those estimates.

Assets, Liabilities, and Net Position or Equity

Deposits and Investments

The government's cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from the date
of acquisition.

Investments for the Borough are reported at fair value. The Pennsylvania Local Government
Investment Trust operates in accordance with appropriate state laws and regulations. The
reported value of the pool is the same as the fair value of the pool shares.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

With the exception of pension trust funds, state law allows the government to invest in obligations
of the United States of America, the Commonwealth of Pennsylvania, or any agency or
instrumentality of either, which are secured by the full faith and credit of such entity. The law also
allows for the government to investin commercial paper, banker’'s acceptances, and certificates
of deposit (including negotiable certificates of deposit) of banks, savings and loans, and savings
banks both within and outside the Commonwealth of Pennsylvania, provided such amounts are
insured by the Federal Deposit Insurance Corporation (“FDIC”) or other like insurance, and that
deposits in excess of such insurance are collateralized by the depository. The state also imposes
limitations with respect to the amount of investment in certificates of deposit to the extent that
such deposits may not exceed 20 percent of a bank's total capital surplus or 20 percent of a
savings and loan's or savings bank's assets, net of its liabilities. The government may also invest in
shares of registered investment companies, provided that investments of the company are
authorized investments, as noted above. The government has adopted an investment policy.

The law provides that the government's pension trust funds may invest in any form or type of
investment, financial instrument, or financial transaction if determined by the government to be
prudent. The Borough is authorized by Borough Council to invest in accordance with the laws of
the Commonwealth of Pennsylvania and the approved investment policy statement.

Due From and Due To Other Funds

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either "due to/from other funds" (i.e. the current
portion of interfund loans) or "advances to/from other funds" (i.e. the noncurrent portion of
interfund loans). Any residual balances outstanding between the governmental activities and
business-type activities are reported in the government-wide financial statements as "internal
balances." Advances between funds, as reported in the fund financial statements, are offset by
a fund balance reserve account in applicable governmental funds to indicate that they are not
available for appropriation and are not expendable available financial resources.

Property Taxes
Property taxes are levied as of January 1 on property values assessed as of the same date.

Sewer and trash fees are assessed as of the same date. Taxes and fees are billed February 1
and payable under the following terms: a two percent discount February 1 through March 31;
face amount April 1 through May 31; and a 10 percent penalty after June 1. Any unpaid bills at
December 31 are subject to lien, and penalties and interest are assessed.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Method Used to Value Investments
Investments are reported at fair value.

In establishing the fair value of investments, the Borough uses the following hierarchy. The lowest
level of valuation available is used for all investments.

Level 1 — Valuations based on quoted market prices in active markets for identical assets or
liabilities that the entity has the ability to access.

Level 2 - Valuations based on quoted prices of similar products in active markets or identical
products in markets that are not active or for which all significant inputs are observable, directly
or indirectly.

Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair
value measurement.

Compensated Absences

It is the government's policy to permit employees to accumulate earned but unused sick pay
benefits. There is no liability for unpaid accumulated sick pay benefits in the financial statements
since they are being reported on the modified cash basis of accounting, as described in Note 1.
The liability at December 31, 2021 was $175,975.

Long-term Obligations

Long-term debt and other long-term obligations are expensed as paid under the modified cash
basis of accounting. Any issuance premiums or discounts, as well as issuance costs, are
recorded as other financing sources and uses at the time of issuance.

Net Position

In the government-wide financial statements and the proprietary funds, net position is classified in
the following categories:

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.

¢ Unrestricted Net Position — This category represents net position of the entity not restricted
for any project or other purpose.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Fund Balance

Governmental funds report fund balance in classifications based primarily on the extent o which
the Borough is bound to honor constraints on the specific purposes for which amounts in the
funds can be spent. Fund balance for governmental funds can consist of the following:

e Restricted Fund Balance - includes amounts that are restricted for specific purposes
stipulated by external resources providers, constitutionally or through enabling
legislation. Restrictions may effectively be changed or lifted only with the consent of
resource providers.

¢ Committed Fund Balance — includes amounts that can only be used for the specific
purposes determined by a formal action of the Borough's highest level of decision-
making authority, the Borough Council. Commitments may be changed or lifted only by
the Borough taking the same formal action that imposed the constraint originally (for
example: resolution and ordinance).

¢ Assigned Fund Balance - includes amounts infended to be used by the Borough for
specific purposes that are neither restricted nor committed. Intent is expressed by (q) the
Borough Council or (b) a body (a budget, finance committee, or Borough Manager and
Director) to which the assigned amounts are to be used for specific purposes. Assigned
amounts also include all residual amounts in governmental funds (except negative
amounts) that are not classified as non-spendable, restricted, or committed.

e Unassigned Fund Balance - this residual classification is used for all negative fund
balances in Special Revenue, Capital Projects, and Debt Service funds or any residual
amounts in the General Fund.

In circumstances when an expenditure is made for a purpose for which amounts are available in
multiple fund balance classifications, fund balance is depleted in the order of restricted,
committed, assigned, and unassigned. In all cases, encumbrance amounts have been
assigned for specific purposes for which resources already have been allocated.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Information

Annual budgets are adopted on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America
for all funds except the capital projects funds (including sanitary sewer). All appropriations lapse
at year end unless the Borough Council approves a carry-over of an unused budget line item.
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STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Beginning at least 30 days prior to the adoption of the budget, a proposed budget is prepared
in a manner designated by Borough Council. Notice that the proposed budget is available for
inspection is published by the Borough Secretary in a newspaper of general circulation. The
budget is then made available for a 10-day period. Borough Council must adopt the budget
through a motion by December 31. It is also the duty of Borough Council to adopt an ordinance
levying taxes as allowed by Borough Code. All budget revisions require the approval of the
Borough Council.

Excess of Expenditures Over Appropriations

For the year ended December 31, 2021, the General Fund expenditures exceeded
appropriations in the categories of public works - highways and streets ($30,750), culture and
recreation ($17,659), miscellaneous expense ($12,930) and debt service principal and interest
(528,380 and $1,367, respectively), totaling $91,086. These expenditures were funded by
greater than anticipated revenues and a reduction of expenditures in other areas. The Pension
Tax Fund expenditures exceeds appropriations for employee benefits by $1. These overages
increased the deficit fund balance of the fund.

Deficit Fund Balance

As of December 31, 2021, the Pension Tax Fund had a deficit fund balance of $215,504. Real
estate tax collections will be used to eliminate this deficit balance in future years.

DETAILED NOTES ON FINANCIAL ACTIVITIES

Deposits and Investments

Custodial Credit Risk — Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Borough's deposits
may not be returned to it. Any balances exceeding federal depository insurance are exposed to
custodial credit risk because it is uninsured and collateralized with securities held by the pledging
institution's trust department or agent, but not in the Borough's name. The risks of default are
eliminated due to the constraints imposed upon allowable investment instruments by the
Borough's investment policy and through state limitations. As of December 31, 2021, the
Borough's carrying amount of deposits was $2,028,343 (includes pension trust and agency
funds), and the bank balance was $2,070,842, the difference being outstanding checks and
deposits. Of the bank balance, $321,916 is covered by federal depository insurance, and
$30,679 was exposed to custodial credit risk because it was uninsured, and the collateral held
by the depository's agent was not in the Borough's name;
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DETAILED NOTES ON FINANCIAL ACTIVITIES (cont’'d)

As of December 31, 2021, the remaining $1,718,247 of the Borough's deposits was in the
Pennsylvania Local Government Investment Trust ("PLGIT"). Although not registered with the
Securities and Exchange Commission and not subject to regulatory oversight, PLGIT acts like a
money market mutual fund in that its objective is to maintain a stable net asset value of $1 per
share, is rated by a nationally recognized rating organization (Standard & Poor’s rating of AAAmM
as of December 31, 2021), and is subject to an independent annual audit.

Custodial Credit Risk — Investments

For an investment, this is the risk that, in the event of a failure of the counterparty, the government
will not be able to recover the value of its investments or collateral securities that are in
possession of an outside party.

As of December 31, 2021, the Borough had the following investments:

Fiduciary Funds Fair Value Level 1
Exchange fraded funds - fixed income $ 3,530,091 $ 3,530,091
Exchange traded funds - international equity 2,387,101 2,387,101
Exchange traded funds - equity 4,814,521 4,814,521
Exchange fraded funds - stable value 555,296 555,296
Total Fiduciary Funds $11,287,009 $11,287,009

Investments in external investment pools, such as mutual funds, are disclosed but not subject to
interest rate, custodial, credit, or concentration risks because they are not evidenced by
securities that exist in phys