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INDEPENDENT AUDITOR'S REPORT

To the Board of the Authority
Springfield Township, York County, Sewer Authority
Seven Valleys, Pennsylvania

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying modified cash basis financial statements of Springfield
Township, York County, Sewer Authority, a component unit of Springfield Township, York County,
Pennsylvania, as of and for the year ended December 31, 2020, and the related notes to the financial
statements, which collectively comprise the Springfield Township, York County, Sewer Authority's
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the modified cash basis of accounting described in Note 1; this includes
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 Responsibility

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

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

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




Basis for Qualified Opinion

As described in Note 1, the Authority does not depreciate capital assets. Accounting principles
applicable to the Authority’s modified cash basis of accounting require capital assets to be depreciated
over their estimated useful lives. If the financial statements were adjusted to record depreciation,
based on the straight-line depreciation method, capital assets would have decreased by $ 6,715,068 as
of December 31, 2020 and the changes in net position would have decreased by $ 357,220 for the year
then ended.

Qualified Opinion

In our opinion, except for the effects of the matter discussed in the Basis for Qualified Opinion
paragraph, the financial statements referred to above present fairly, in all material respects, the
modified cash basis financial position of Springfield Township, York County, Sewer Authority as of
December 31, 2020, and the changes in modified cash basis financial position and its cash flows for the
year then ended in accordance with the modified cash basis of accounting described in Note 1.

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 opinion is not modified with respect to this matter.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Springfield Township, York County, Sewer Authority's basic financial
statements. The statement of revenues, expenses, and changes in net position - modified cash basis -
by municipality and statement of cash flows - cash basis - by municipality are presented for purposes
of additional analysis and is not a required part of the basic financial statements.

The statement of revenues, expenses, and changes in net position - modified cash basis - by
municipality and statement of cash flows - cash basis — by municipality are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the statement of revenues, expenses, and changes in net
position - modified cash basis - by municipality and statement of cash flows - cash basis - by
municipally are fairly stated, in all material respects, in relation to the basic financial statements as a

Chambersburg, Pennsylvania
May 12,2021




SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Statement of Net Position - Modified Cash Basis

December 31, 2020
ASSETS
Current Assets
Cash and cash equivalents $ 1,831,820
Noncurrent Assets
Prepaid bond insurance 30,213
Capital assets not being depreciated
Sewer System, Building, and Improvements 11,629,481
Centrifuge 2,172,773
Equipment 70,683
Total noncurrent assets 13,903,150
DEFFERRED OUTFLOWS OF RESOURCES
Deferred charge on bond refunding 69,595
Total assets and deferred outflow of resources $ 15,804,565
LIABILITIES
Current Liabilities
Notes payable - current portion $ 656,000
Noncurrent Liabilities
Notes payable - long-term portion 3,541,000
Total liabilities 4,197,000
NET POSITION
Net investment in capital assets 9,745,532
Unrestricted 1,862,033
Total net position 11,607,565
Total liabilities and net position $ 15,804,565

The Notes to Financial Statements is an integral part of this financial statement. | 3



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Statement of Revenues, Expenses, and Changes in Net Position - Modified Cash Basis
Year Ended December 31, 2020

Operating Revenue

User fees $ 1,661,800
Transportation fees 4,690
Reservation fees 19,922
Public safety - permits 2,460
Miscellaneous income 19,539

Total operating revenues 1,708,411

Operating Expenses

Administrative services 43,375
Engineering fees 29,414
Insurance 17,956
Legal and accounting fees 45,761
Miscellaneous expenses 5,929
Office expense 11,563
Other plant expenses 28,500
PA One Call 5,303
Plant operator 116,292
Plant supplies 45,778
Plumbing inspector 1,250
Repairs and maintenance 118,339
Sludge hauling and disposal 107,841
Telephone 7,137
Transportation fees 4,690
Utilities 133,950

Total operating expenses 723,078

Operating income 985,333

Nonoperating Revenues and Expenses

Interest income 14,774
Interest expense (123,900)
Amortization of bond issuance costs (5,279)
Insurance reimbursement 28,545
Total nonoperating revenues and expenses (85,860)
Change in net position 899,473
Total net position - beginning 10,708,092
Total net position - ending $ 11,607,565

The Notes to Financial Statements is an integral part of this financial statement. | 4



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Statement of Cash Flows - Modified Cash Basis
Year Ended December 31, 2020

Cash flows from operating activities

Receipts from customers $ 1,708,411

Payments to suppliers for goods and services (755,005)

Refunds for expenses 60,472
Net cash provided by operating activities 1,013,878

Cash flows from capital and related financing activities

Acquisition/construction of capital assets (382,590)
Principal paid on debt (637,000)
Interest paid on debt (111,727)

Net cash (used) by capital and related financing activities (1,131,317)

Cash flows from investing activities

Interest received 14,774
Net cash provided by investing activities 14,774

Net decrease in cash and cash equivalents (102,665)
Cash and cash equivalents - beginning of the year 1,934,485

A

Cash and cash equivalents - end of the year 1,831,820

Reconciliation of income from operations to net cash provided
by operating activities
Operating income $ 985,333
Adjustments to reconcile operating income to net cash provided by
operating activities:
Miscellaneous non-operating income 28,545

Net cash provided by operating activities $ 1,013,878

The Notes to Financial Statements is an integral part of this financial statement. | 5



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NoTE 1 SIGNIFICANT ACCOUNTING POLICIES

Description of Operations

Springfield Township, York County, Sewer Authority (the "Authority") is a body, politic and
corporate, created pursuant to an ordinance of the Board of Supervisors of the Township of
Springfield, York County, Pennsylvania (the "Township"), under an Act of the General Assembly
of the Commonwealth of Pennsylvania, approved on May 2, 1945, P.L. 382, as amended and
supplemented, known as the Municipality Authorities Act of 1945. The certificate of
incorporation of the Authority was issued by the Secretary of the Commonwealth of
Pennsylvania on June 27, 1997 and continues for a period of fifty (50) years.

The Authority was formed to construct and operate a sanitary sewage collection, transmission,
treatment, and disposal system to serve portions of Springfield Township, the Boroughs of
Loganville and Seven Valleys, and to provide bulk treatment service for the residents of the
Borough of Jacobus.

The governing body of the Authority is a board consisting of five (5) members appointed by the
Board of Supervisors of the Township. The board is authorized to exercise any and all powers
conferred by the aforementioned Act necessary for the acquisition, construction, improvement,
extension, maintenance, and operation of the system's facilities.

Reporting Entity

For purposes of defining the scope of the financial reporting entity, the Authority is considered
a component unit of the Township. Such determination is consistent with the Township's
exercise of "oversight responsibility” pursuant to Governmental Accounting Standards Board
("GASB") Statements. There are no entities that are considered component units of the
Authority.

Basis of Accounting

The accompanying financial statements are presented on the modified cash basis of accounting.
This modified cash basis of accounting differs from the accrual basis, which is the basis
recognized under accounting principles generally accepted in the United States of America
(GAAP). Generally, this basis recognizes assets, liabilities, net position, revenues and expenses
only when they result from cash transactions. However, the modified cash basis includes
reporting of undepreciated capital assets, prepaid expenses, deferred outflows of resources,
and long-term debt, are shown in the financial statements.

As aresult of the use of the modified basis of accounting, certain assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet
collected) and certain liabilities are their related expenses (such as accounts payable and
expenses for goods or services received but not yet paid, and accrued expenses and liabilities)
are not recorded in these financial statements.

Cash and cash equivalents

The Authority considers all highly liquid investments that are readily convertible to known
amounts of cash and include investments with original maturities of three months or less to be
cash equivalents.

| 6



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NOTE1  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Prepaid Bond Insurance

As part of the issuance of the Guarantee Sewer Revenue Notes, 2011 Series A-1, A-2, and A-3,
the Authority purchased a municipal bond insurance policy, which guarantees the payment of
principal and interest on the notes in the event of default by the Authority.

Capital Assets

The Authority’s modified cash basis of accounting reports capital assets resulting from cash
transactions at cost.

The Authority defines capital assets as those with a cost of $2,500 or greater and an estimated
useful life of more than one year. All capital assets were capitalized at estimated historical cost
and are updated for additions and retirements during the year. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend an asset’s
life are expensed.

All reported capital assets are reported at cost and are not depreciated over their estimated
useful lives. The following details the useful lives of the Authority’s capital assets:

Sewer System, Building, and Improvements 15 - 40 years
Centrifuge 40 years
Equipment 5-10years

Long-Term Liabilities
Long-term debt is reported as a liability in the statement of net position.
Deferred Outflows and Inflows of Resources

In addition to assets, the statement of net position - modified cash basis, 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 period(s) and will not be recognized as an outflow of resources (expense) until then.
The Authority has one item that qualifies for reporting in this category, the deferred charge on
bond refunding. This will be amortized in future periods. A deferred charge on bond refunding
results from the difference in the carrying value of refunding debt and its reacquisition price.
This amount is deferred and amortized over the shorter life of the refunded or refunding debt.
In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement 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 Authority
does not have any items that qualify for reporting in this category.




SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NOTE1  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Position

Net position is comprised of accumulated net earnings from operating income and expenses,
nonoperating revenues and expenses, and capital contributions. Net position is classified in the
following components:

Net Investments in Capital Assets — This component consists of undepreciated capital
assets, reduced by the outstanding balances of any bonds, mortgages, notes, or other
liabilities that are attributable to the acquisition, construction or improvement of those
capital assets.

Restricted- This component of net position consists of restricted assets and deferred
outflows of resources reduced by liabilities and deferred inflows of resources related to
those assets. These restrictions could include constraints imposed by creditors (such as
through debt covenants), grantors, contributors, or laws or regulations of other
governments or constraints imposed by law through constitutional provisions or enabling
legislation. There was no restricted net position as of December 31, 2020.

Unrestricted - This component of net position is the net amount of assets, deferred
outflows of resources, liabilities and deferred inflows of resources that are not included in
the determination of net investment in capital assets - net of related debt or the restricted
component of net position.

Net Position Flow Assumption - Sometimes the Authority will fund outlays from particular
purposes from both restricted (e.g. restricted bond or grant proceeds) and unrestricted
resources. In order to calculate the amounts to report as restricted or unrestricted net position,
a flow assumption must be made about the order in which the resources are considered to be
applied. Itis the Authority’s policy to consider restricted-net position to have been depleted
before unrestricted-net position is applied.

Classification of Revenues

The Authority has classified its revenues and expenses as either operating or non-operating.
Operating revenues include all activities and amounts charged to customers for use of the
sewer system and for the right to connect to the sewer system now or at a future date.
Nonoperating revenues include interest income and insurance reimbursements.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements in accordance
with the modified cash basis of accounting. Those estimates and assumptions affect the
reported amounts of assets and liabilities, and the reported revenues and expenses. Actual
results could vary from the estimates in preparing the financial statements.




SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NOTE 2 CASH AND INVESTMENTS

Section 7.1 of the Pennsylvania Municipal Authorities Act and Pennsylvania Act 10 of 2016
defines allowable investments for authorities, which are summarized as follows:

e U.S. Treasury bills
e Short-term obligations of the U.S. Government and federal agencies

e Deposits in savings accounts or time deposits or share accounts of institutions insured by
the Federal Deposit Insurance Corporation or the National Credit Union Share Insurance
Fund to the extent that such accounts are so insured, and, for any amounts above the
insured maximum, provided that approved collateral as provided by law therefore shall be
pledged by the depository.

e Obligations of United States of America or any of its agencies or instrumentalities backed by
the full faith and credit of the respective governmental entity.

e Shares of an investment company restricted under the Investment Company Act of 1940.

e Obligations, participations or other instruments of any Federal agency, instrumentality, or
United States government-sponsored enterprise if the debt obligations are rated at least “A”
or its equivalent.

e Commercial paper issued by corporations or other business entities organized in
accordance with federal or state law, with a maturity not to exceed 270 days.

o Bills of exchange or time drafts drawn on and accepted by a commercial bank, otherwise
known as bankers’ acceptances, if the bankers’ acceptances do not exceed 180 days
maturity.

o Negotiable certificates of deposit or other evidences of deposit, with a remaining maturity
of three years or less.

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits may

not be returned to it. The Authority does not have a written policy for custodial credit risk. As
of December 31, 2020, $ 1,609,230 of the Authority’s bank balance of $ 1,831,820 was exposed
to custodial credit risk. The deposits were uninsured and collateralized with securities held by
the pledging bank’s trust department, but not in the Authority’s name.

All bank deposits are fully insured by the Federal Deposit Insurance Corporation (FDIC) or
collateralized under Pennsylvania Act 72. Act 72 of 1971, as amended, is an act standardizing
the procedures for pledges of assets to secure deposits of public funds with banking institutions
pursuant to other laws; establishing a standard rule for the types, amounts and valuations of
assets eligible to be used as collateral for deposits of public funds; permitting assets to be
pledged against deposits on a pooled basis and authorizing the appointment of custodians to act
as the pledger of the assets.

Based on the standards outlined in Act 72, the various banks utilized by the Authority have
pledged collateral on a pooled basis on behalf of the Authority and all other governmental
depositors in the respective financial institutions.

| 9



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NOTE 3 CAPITAL ASSETS

Capital assets, at undepreciated cost, for the year ended December 31, 2020 was as follows:

Beginning Ending
Balance Additions Retirements Balance
Cost
Capital assets not being depreciated:
Sewer System, Building, and Improvements $ 11,241,599 $ 387,882 $ - $ 11,629,481
Centrifuge 2,172,773 - 2,172,773
Equipment 59,347 11,336 - 70,683
Construction in Process 16,628 - (16,628) -

Total Capital Assets § 13490347 $ 399,218 $ (16,628) $ 13,872,937

NOTE 4 NOTES PAYABLE

Bonds payable and related activities is detailed as follows for the year ended December 31,

2020:
Beginning Ending Current Long-Term
Balance Additions Reductions Balance Portion Portion
Guaranteed Sewer Revenue Note
Direct Borrowing
2011 A-2 Series (@ $ 637,000 $ - $ (637,000) $ - $ - $ -
2011 A-3 Series (b) 4,197,000 - - 4,197,000 656,000 3,541,000
Total debt $§ 4,834,000 $ - § (637,000) $§ 4,197,000 $ 656,000 $ 3,541,000

During 2011 the Authority issued notes payable with the Delaware Valley Regional Finance
Authority (DelVal), to refinance existing debt. The remaining notes are detailed below. See
Note 10 for contingencies related to the interest rate management plan associated with these
notes.

(a) The Guaranteed Sewer Revenue Note, 2011 A-2 Series proceeds were used to (1) currently
refund a portion of the Authority's Guaranteed Sewer Revenue Bonds, 2006 Series A and
Series B and (2) provide for the payment of costs and expenses of issuing and insuring the
Note, 2011 A-2 Series. The note is collateralized by a pledge of all the revenue derived from
the ownership and/or operation of the sewer system. In addition, the note is guaranteed by
the Township under a Guaranty Agreement, dated December 21, 2011. The Boroughs of
Loganville and Seven Valleys have guaranteed their proportionate share of the note, under
an Intergovernmental Guaranty, dated the same date. The note requires principal payments
from 2016 through 2020, with interest payable monthly at 2.39 percent.

(b) The Guaranteed Sewer Revenue Note, 2011 A-3 Series proceeds were used to (1) currently
refund a portion of the Authority's Guaranteed Sewer Revenue Bonds, 2006 Series A and
Series B and (2) provide for the payment of costs and expenses of issuing and insuring the
Note, 2011 A-3 Series. The note is collateralized by a pledge of all revenue derived from the
ownership and/or operation of the sewer system. In addition, the note is guaranteed by the
Township under a Guaranty Agreement, dated December 21, 2011. The Boroughs of
Loganville and Seven Valleys have guaranteed their proportionate share of the note, under
an Intergovernmental Guaranty, dated the same date. The note requires principal payments
from 2021 through 2026, with interest payable monthly at 2.39 percent.

| 10



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NOTE4  NOTES PAYABLE (CONTINUED)

Required Debt Covenants

The loan agreement with DelVal requires the Authority to assess rates and other charges to
Authority customers and maintain unrestricted funds to sufficiently fund operations and sewer
system maintenance including debt service costs that are to be paid timely per the agreed upon
debt payment schedule. The agreement also requires the Authority to include debt service
payments in the annual budget, appropriate funds for future loan service payments from
general use funds, maintain adequate insurance policies and maintain its current exempt local
government status.

The loan agreement also requires the Authority to provide DelVal and the Organizations
guaranteeing the note with a copy of the annual financial statements and other financial
information upon request.

In the event of default due to nonpayment or violation of assignment and various debt
covenants, DelVal or the Trustee may declare all repayments to be immediately due and
payable.

Future Maturities

The following represents future debt principal and interest payments for the outstanding debt
as of December 31, 2020.

Guaranteed Sewer Revenue
Note 2011 A-3 Series

Principal Interest
2021 $ 656,000 $ 96,389
2022 674,000 80,603
2023 691,000 64,393
2024 705,000 47,794
2025 724,000 30,831
2026 747,000 13,390

$ 4197000 $ 333,400

NOTE 5 NOTES PAYABLE GUARANTEE

The Guaranteed Sewer Revenue Notes, 2011 A-2 and A-3 Series are guaranteed by the full faith,
credit, and taxing power of Springfield Township under a Guaranty Agreement (the
"Guaranty"), dated December 21, 2011. The Guaranty includes 100 percent of the outstanding
debt ($ 4,197,000 at December 31, 2020), for the full term of the obligations, through 2026. In
the event the Authority fails to make any scheduled loan payments, the Township is obligated to
make those payments.

| 11



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NOTE5  NOTES PAYABLE GUARANTEE (CONTINUED)

The Guaranty requires the Authority to provide to the Township and Boroughs, by November 1
each year, an adopted budget for the following year showing (1) the anticipated funds available
for the scheduled payment of the debt, (2) the amount of any deficiency that the Township
would be required to fund under the Guaranty, and (3) the amount of any subsidy payments the
Boroughs would be required to fund under the Intergovernmental Guaranty Agreement. Should
any payments be made by the Township under the Guaranty, the Authority is required to set
rates and charges in the subsequent year sufficient to reimburse the Township and Boroughs in
the subsequent year, and to set rates and charges in every subsequent year equal to at least 115
percent of all scheduled payments on the notes and any other debt of the Authority. There have
been no payments, under the Guaranty, made by the Township in the current or any prior years.

The Intergovernmental Guaranty Agreement dated December 21, 2011, between the Township,
Loganville and Seven Valleys Boroughs, and the Authority provides that, should any payments
be required to be made by the Township under the Guaranty, Loganville Borough agrees to pay
the Township 32.18 percent of such payment and Seven Valleys Borough agrees to pay the
Township 11.66 percent of such payment. The obligations under the agreement are guaranteed
by a pledge of the full faith and taxing power of Loganville and Seven Valleys Boroughs.

NOTE6  JACOBUS BOROUGH SEWER AUTHORITY

In an agreement, dated August 16, 1995, between Jacobus Borough Sewer Authority ("Jacobus
Authority") and the Township, Jacobus Authority agreed to pay the Authority a portion of the
construction costs of the treatment plant and any shared facilities, as determined by the
Authority's consulting engineers. Jacobus Authority borrowed its own funds and paid the
Authority a lump sum capital contribution. In addition, the agreement states that the Authority
will provide sewage transportation and treatment for Jacobus Authority. Jacobus Authority is
charged quarterly for its proportionate share of operating costs for treatment and shared
facilities, as calculated by the Authority's consulting engineers. Effective July 24, 2019 the
agreement was assigned to the York Water Company.

NOTE 7 RESERVATION FEES

Operating revenues include reservation fees which are paid annually by property owners to
hold available capacity within the sewer system for their future use. The original ten-year
reservation period for several property owners has passed. In order to continue to reserve the
capacity and as an accommodation because of economic conditions, the Authority allowed the
property owners to continue to extend the reservation for an additional five-year period until
July 31, 2024. The current annual reservation fee is equal to sixty percent of the current user
fee applicable to the sewer district the property is located. It is expected that all reservation will
convert to sewer usage at full rates at the time of connection to the system. Revenue for
reservation fees were $ 19,922 for the year ended December 31, 2020.

NOTE 8 RISK MANAGEMENT

The Authority is exposed to various risks of losses related to torts; theft of; damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Authority utilizes commercial insurance to manage its risk. There have been no significant
reductions in coverage from the prior year and settlements have not exceeded coverage in the
past three years.

| 12



SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Notes to Financial Statements

NOTE9 COMMITMENTS AND UNCERTAINTIES

The Authority contracts with a local company to operate and maintain the sewer system owned
by the Authority. The contract for services was for the period January 1, 2015 through
December 31, 2016. The Authority signed two extensions on this contract for the periods
January 1, 2017 through December 31, 2019 and January 1, 2020 through December 31, 2021.
The stated monthly fee for services is $ 9,691 per month. In addition, the Authority agrees to
pay the contractor for services outside the normal service hours at $ 70 per hour for services
provided on Monday through Friday, and $ 75 per hour for services provided on Saturday and
Sunday and on recognized holidays. Services provided outside the normal service hours are
subject to approval by the Authority's Board. The remaining minimum commitment for the
contract as of December 31, 2020 is $ 116,291 annually.

The COVID-19 outbreak in the United States and around the world has caused business
disruption through mandated and voluntary closings of many business throughout our
community. While the disruption is currently expected to be temporary, there is considerable
uncertainty about the duration and extent of the economic impact. Therefore, it is reasonable
to expect that some of the Authority’s revenue could be impacted by the customers ability to
pay for services, however the degree of such impact is uncertain at this time

NOTE10 CONTINGENCIES

The Loan Agreement for the 2011 Guaranteed Sewer Revenue Notes obligates the Authority to
pay any "termination charges" relating to interest rate swap agreements between the lender
(Delaware Valley Regional Finance Authority) and third-party financial institutions. The
market (termination) value of the related interest rate swap agreement is the estimated fee that
would be owed by the Authority. Termination charges may result from: prepayment by the
Authority of the 2011 Notes before the end of their scheduled terms; a default by the Authority
or the Township (as "Guarantor”) on interest or principal payments for the 2011 Notes; or
other specified events described in the "Interest Rate Management Plan" associated with the
Loan Agreement. The swap value associated with the Authority’s debt was ($ 235,900) at
December 31, 2020. Management has evaluated the likelihood of the events, which could trigger
the termination charges and believes that they are remote. There is no provision included in the
financial statements for the potential impact of any termination charges.

| 13
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SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Statement of Revenues, Expenses, and Changes in Net Position
- Modified Cash Basis - by Municipality

Year Ended December 31, 2020

Springfield Borough of Borough of Borough of
Township Loganville Seven Valleys Jacobus Total
Operating Revenue
User fees 897,731 $ 373,342 $ 232,925 § 157,802 1,661,800
Transportation fees - 4,690 - - 4,690
Reservation fees 14,960 3,628 1,334 - 19,922
Public safety - permits 910 1,450 100 - 2,460
Miscellaneous income 8,020 5,049 1,549 4,921 19,539
Total operating revenues 921,621 388,159 235,908 162,723 1,708,411
Operating Expenses
Administrative services 24,331 14,048 4,996 - 43,375
Engineering fees 13,361 7,551 8,080 422 29,414
Insurance 7,142 4,292 1,782 4,740 17,956
Legal and accounting fees 25,150 14,731 5,880 - 45,761
Miscellaneous expenses 3,977 1,343 478 131 5929
Office expense 5,760 3,327 1,184 1,292 11,563
Other plant expenses 11,257 7,194 2,311 7,738 28,500
PA One Call 3,045 1,260 998 - 5,303
Plant operator 47,076 27,182 9,668 32,366 116,292
Plant supplies 18,533 10,699 3,806 12,740 45,778
Plumbing inspector 500 550 200 - 1,250
Repairs and maintenance 54,588 28,662 18,095 16,994 118,339
Sludge hauling and disposal 43,656 25,206 8,965 30,014 107,841
Telephone 2,743 2,042 1,123 1,229 7,137
Transportation fees 4,690 - - - 4,690
Utilities 52,612 29,382 17,772 34,184 133,950
Total operating expenses 318,421 177,469 85,338 141,850 723,078
Operating income 603,200 210,690 150,570 20,873 985,333
Nonoperating Revenues (Expenses)
Interest income 14,774 - - - 14,774
Interest expense * (69,583) (39,871) (14,446) - (123,900)
Amortization of bond issuance costs (2,964) (1,699) (616) - (5,279)
Insurance reimbursement 10,121 9,388 2,078 6,958 28,545
Total nonoperating revenues (expenses) (47,652) (32,182) (12,984) 6,958 (85,860)
Change in net position 555,548 $ 178,508 $ 137,586 $ 27,831 899,473
NOTES
*  The ratios used to allocate each municipality’s share of interest expense and principal payments are

based on an Intermunicipal Agreement. The accuracy of these ratios is under review.
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SPRINGFIELD TOWNSHIP, YORK COUNTY, SEWER AUTHORITY
Statement of Cash Flows - Cash Basis - by Municipality
Year Ended December 31, 2020

Springfield Borough of Borough of Borough of
Township Loganville Seven Valleys Jacobus Total
Cash flows from operating activities
Receipts from customers $ 921,621 $ 388,159 $ 235,908 $ 162,723 $ 1,708,411
Payments to suppliers for goods and services (329,066) (188,896) (95,193) (141,850) (755,005)
Refunds for expenses 20,766 20,815 11,933 6,958 60,472
Net cash provided by operating activities 613,321 220,078 152,648 27,831 1,013,878
Cash flows from capital and related
financing activities
Acquisition/construction of capital assets (159,701) (88,537) (37,398) (96,954) (382,590)
Principal paid on debt * (357,739) (204,987) (74,274) - (637,000)
Interest paid on debt * (62,746) (35,954) (13,027) - (111,727)
Net cash (used) by capital and related
financing activities (580,186) (329,478) (124,699) (96,954) (1,131,317)
Cash flows from investing activities
Interest received 14,774 - - - 14,774
Net cash provided by investing activities 14,774 - - - 14,774
Net decrease in cash and cash equivalents $ 47,909 §$ (109,400) $ 27,949 $ (69,123) (102,665)
Cash and cash equivalents - beginning of the year 1,934,485
Cash and cash equivalents - end of the year $ 1,831,820

Reconciliation of income from operations to
net cash provided by operating activities
Operating income $ 985,333
Adjustments to reconcile operating income to net cash provided by
operating activities:

Miscellaneous non-operating income 28,545
Net cash provided by operating activities $ 1,013,878
NOTES

* The ratios used to allocate each municipality’s share of interest expense and principal payments are
based on an Intermunicipal Agreement. The accuracy of these ratios is under review.
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