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INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners
West Pottsgrove Township
Stowe, Pennsylvania

We have audited the accompanying modified cash basis financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of West Pottsgrove
Township as of and for the year ended December 31, 2020, and the related notes to the financial statements,
which collectively comprise the Township’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 opinions 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 misstatement of the financial statements, whether due to fraud or error. In making those
risks assessments, the auditor considers internal control relevant to the Township’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 Township’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 opinions.

Succeed With Confidence 1
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Opinions

In our opinion, the financial statements referred to in the first paragraph 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 West Pottsgrove Township as of
December 31, 2020, and the respective changes in modified cash basis financial position and, where applicable,
cash flows thereof for the year then ended in accordance with the modified cash basis of accounting described
in Note 1.

Emphasis of Matter

During 2020, the West Pottsgrove Township Municipal Authority was dissolved and all operations were
transferred back to the Township. See Note 9 for further details.

Change in Accounting Principle

As described in Note 1 to the financial statements, effective January 1, 2020, West Pottsgrove Township
adopted new accounting guidance related to accounting for fiduciary funds. Our opinions are not modified with
respect to this 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements as a whole that
collectively comprise West Pottsgrove Township’s basic financial statements. The budgetary comparison
schedule, the pension plans’ schedules of funding progress and employer contributions, and the other
postemployment benefits plan schedule of funding progress, which are the responsibility of management, are
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such
information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements, and accordingly, we do not express an opinion or provide any assurance on it.

Hertier +VCW«ZFLM<6(IQ/4L_

Reading, Pennsylvania
April 21, 2021
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WEST POTTSGROVE TOWNSHIP

STATEMENT OF NET POSITION - MODIFIED CASH BASIS

December 31, 2020

ASSETS
Cash and investments
Restricted escrow deposits
Internal balances
Prepaid expenses
Capital assets:
Construction in progress
Sewer system, net of accumulated
depreciation

TOTAL ASSETS

LIABILITIES
Payroll taxes withheld
Funds held in escrow
Current portion of noncurrent liabilities
Noncurrent liabilities:
Notes payable

TOTAL LIABILITIES

NET POSITION
Net investment in capital assets
Restricted for:
Highways and streets
Unrestricted

TOTAL NET POSITION

See accompanying notes.

Governmental Business-Type
Activities Activities Total
S 14,741,442 S 2,449,067 $ 17,190,509
87,364 - 87,364
(37,291) 37,291 -
450 - 450
- 216,897 216,897
- 5,980,580 5,980,580
14,791,965 8,683,835 23,475,800
8,119 - 8,119
87,364 - 87,364
- 47,000 47,000
- 1,393,000 1,393,000
95,483 1,440,000 1,535,483
- 6,142,942 6,142,942
246,489 - 246,489
14,449,993 1,100,893 15,550,886
S 14,696,482 S 7,243,835 S 21,940,317




WEST POTTSGROVE TOWNSHIP

STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For the Year Ended December 31, 2020

Program Revenues

Net (Expense) Revenue and Changes

in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary Government
Governmental activities:
General government S 543,821 S 192,130 S 21,497 S S (330,194) S - S (330,194)
Public safety:
Police 1,298,640 15,833 36,342 (1,246,465) - (1,246,465)
Fire 130,300 24,009 21,154 (85,137) - (85,137)
Other (planning, zoning, etc.) 80,444 98,455 - 18,011 - 18,011
Public works - highways and streets 423,328 - 341,037 (82,291) - (82,291)
Culture and recreation 40,364 - 23,561 (16,803) - (16,803)
Total Governmental Activities 2,516,897 330,427 443,591 (1,742,879) - (1,742,879)
Business-type activities:
Sewer system 1,002,680 665,002 - - (337,678) (337,678)
Total Primary Government S 3,519,577 S 995,429 S 443,591 S (1,742,879) (337,678) (2,080,557)
General Revenues
Taxes:
Property taxes 545,536 - 545,536
Earned income taxes 455,963 - 455,963
Other taxes 128,854 - 128,854
Investment earnings 463,732 7,925 471,657
Miscellaneous revenue 25,788 - 25,788
Total General Revenues 1,619,873 7,925 1,627,798
Change in Net Position (123,006) (329,753) (452,759)
Net Position - Beginning of Year - Restated 14,819,488 7,573,588 22,393,076
Net Position - End of Year S 14,696,482 S 7,243,835 S 21,940,317

See accompanying notes.




WEST POTTSGROVE TOWNSHIP

BALANCE SHEET - MODIFIED CASH BASIS -
GOVERNMENTAL FUNDS

December 31, 2020

ASSETS
Cash and investments

Restricted escrow deposits

Interfund receivable
Prepaid expenditures

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES
Interfund payable
Payroll taxes withheld
Funds held in escrow

FUND BALANCES
Nonspendable
Restricted:

Highways and streets
Assigned:

Recycling

Budgeted deficit
Unassigned

TOTAL LIABILITIES

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

See accompanying notes.

Nonmajor Fund Total
(State Liquid Governmental

General Fuels) Funds
$ 14,453,728 S 287,714 S 14,741,442
87,364 - 87,364
41,225 - 41,225
450 - 450
$ 14,582,767 S 287,714  $ 14,870,481
$ 37291 S 41,225 $ 78,516
8,119 - 8,119
87,364 - 87,364
132,774 41,225 173,999
450 - 450
- 246,489 246,489
988,561 - 988,561
1,195,670 - 1,195,670
12,265,312 - 12,265,312
14,449,993 246,489 14,696,482
$ 14,582,767 S 287,714  $ 14,870,481




WEST POTTSGROVE TOWNSHIP

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
MODIFIED CASH BASIS - GOVERNMENTAL FUNDS

For the Year Ended December 31, 2020

Nonmajor Fund Total
(State Liquid Governmental
General Fuels) Funds
REVENUES
Real estate taxes S 545,536 S - S 545,536
Earned income taxes 455,963 - 455,963
Other taxes 128,854 - 128,854
Licenses, permits, and fines 109,346 - 109,346
Interest, rent, and net investment income 462,431 1,301 463,732
Intergovernmental 321,232 122,359 443,591
Charges for services 221,081 - 221,081
Other 25,266 - 25,266
TOTAL REVENUES 2,269,709 123,660 2,393,369
EXPENDITURES
Current:
General government 543,821 - 543,821
Public safety:
Police 1,298,640 - 1,298,640
Fire 130,300 - 130,300
Other (planning, zoning, etc.) 80,444 - 80,444
Public works - highways and streets 382,103 41,225 423,328
Culture and recreation 40,364 - 40,364
TOTAL EXPENDITURES 2,475,672 41,225 2,516,897
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (205,963) 82,435 (123,528)
OTHER FINANCING SOURCES (USES)
Proceeds from sale of capital assets 522 - 522
TOTAL OTHER FINANCING SOURCES (USES) 522 - 522
NET CHANGE IN FUND BALANCES (205,441) 82,435 (123,006)
FUND BALANCES - BEGINNING OF YEAR 14,655,434 164,054 14,819,488
FUND BALANCES - END OF YEAR S 14,449,993 S 246,489 S 14,696,482

See accompanying notes.



WEST POTTSGROVE TOWNSHIP

STATEMENT OF NET POSITION - MODIFIED CASH BASIS -
PROPRIETARY FUND

December 31, 2020

Enterprise
Fund
(Sewer)
ASSETS
CURRENT ASSETS
Cash and investments S 2,449,067
Interfund receivable 37,291
TOTAL CURRENT ASSETS 2,486,358
NONCURRENT ASSETS
Construction in Progress 216,897
Sewer system, net of accumulated depreciation 5,980,580
TOTAL NONCURRENT ASSETS 6,197,477
TOTAL ASSETS 8,683,835
LIABILITIES
CURRENT LIABILITIES
Current portion of noncurrent liabilities 47,000
NONCURRENT LIABILITIES
Notes payable 1,393,000
TOTAL LIABILITIES 1,440,000
NET POSITION
Net investment in capital assets 6,142,942
Unrestricted 1,100,893

TOTAL NET POSITION S 7,243,835

See accompanying notes.



WEST POTTSGROVE TOWNSHIP

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION -
MODIFIED CASH BASIS - PROPRIETARY FUND

For the Year Ended December 31, 2020

OPERATING REVENUES
Charges for services

TOTAL OPERATING REVENUES
OPERATING EXPENSES
Sewer treatment and collection
Maintenance and repair
Administration/general
Depreciation
TOTAL OPERATING EXPENSES
OPERATING LOSS
NONOPERATING REVENUE (EXPENSE)
Interest income
Interest expense and fiscal agent fees
TOTAL NONOPERATING REVENUE (EXPENSE)
CHANGE IN NET POSITION

TOTAL NET POSITION - BEGINNING OF YEAR - RESTATED

TOTAL NET POSITION - END OF YEAR

See accompanying notes.

Enterprise
Fund
(Sewer)

665,002

665,002

336,942
156,667
254,251
216,789

964,649

(299,647)

7,925
(38,031)

(30,106)

(329,753)

7,573,588

7,243,835




WEST POTTSGROVE TOWNSHIP

STATEMENT OF CASH FLOWS - MODIFIED CASH BASIS - PROPRIETARY FUND

For the Year Ended December 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers

NET CASH USED FOR OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds on issuance of long-term debt
Purchases of capital assets
Interest and fiscal agent fees paid

NET CASH PROVIDED BY CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends received

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES
Operating loss

Adjustments to reconcile operating loss to net cash used
for operating activities:

Depreciation expense
Changes in assets and liabilities:

Interfund receivables

NET CASH USED FOR OPERATING ACTIVITIES

See accompanying notes.

Enterprise

Fund

(Sewer)

665,002
(747,861)

(82,859)

1,440,000
(216,897)
(38,031)

1,185,072

7,925

1,110,138

1,338,929

2,449,067

(299,647)

216,789

(1)

s

(82,859)




WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

West Pottsgrove Township (the “Township”), Montgomery County, Pennsylvania, is a first class township,
incorporated in 1900. The Township is governed under a five member board of commissioners, in accordance
with laws of the Commonwealth of Pennsylvania. The commissioners must be residents who are elected every
year on a staggered basis, for a four-year term. The commissioners have the power to establish policies to be
carried out by the Township. The Township provides the following services as authorized by its charter: Public
Safety - Police and Fire, Highways and Streets, Sanitation, Health and Social Services, Culture and Recreation,
Public Improvements, Planning and Zoning, and General Administrative Services.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As described further in Note 1.D., these financial statements are presented on a modified cash basis of
accounting, which is a basis of accounting other than accounting principles generally accepted in the United
States of America (GAAP) established by the Governmental Accounting Standards Board (GASB). These modified
cash basis financial statements generally meet the presentation and disclosure requirements applicable to
GAAP, in substance, but are limited to the elements presented in the financial statements and the constraints of
the measurement and recognition criteria of the modified cash basis of accounting.

A. Financial Reporting Entity

As required by generally accepted accounting principles, the financial statements of the reporting entity
include those of the Township and its component units.

The Township used guidance contained in generally accepted accounting principles to evaluate the possible
inclusion of related entities (authorities, boards, councils, fiduciary activities, etc.) within its reporting entity.
Accounting principles generally accepted in the United States of America require that the reporting entity
consists of the primary government and legally separate entities for which the primary government is
financially accountable. In addition, the primary government may determine through the exercise of
management’s professional judgment that the inclusion of a legally separate entity that does not meet the
financial accountability criteria is necessary in order to prevent the reporting entity’s financial statements
from being misleading. In such instances, that legally separate entity should be included as a component
unit if the nature and significance of their relationship with the primary government or other component
units are such that the exclusion from the financial reporting entity would render the financial reporting
entity’s financial statements incomplete or misleading. In evaluating how to define the reporting entity,
management has considered all potential component units.

Based on the application of these criteria, the Township has determined it has no component units.

10



WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

B. Basis of Presentation - Government-Wide Financial Statements

The statement of net position and the statement of activities display information about the reporting
government as a whole within the limitations of the modified cash basis of accounting. They include all
funds of the reporting entity except for fiduciary funds which are reported only in the fund financial
statements. The government-wide statements include separate columns and distinguish between the
governmental and business-type activities. Governmental activities generally are financed through taxes,
intergovernmental receipts, and other nonexchange receipts. Business-type activities are financed, in whole
or part, by fees charged to external parties for goods or services.

The statement of activities demonstrates the level to which the direct expenses of a given function of the
Township are offset by the program revenues related to that function. Direct expenses are those that are
directly related to and clearly identified with a function. Program revenues include 1) charges to customers
or others who purchase, use, or directly benefit from services or goods provided by a given function, or
2) grants and contributions that are restricted to meet the operational or capital requirements of a function.
Taxes and other items not includable in program revenues are reported as general revenues.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are the transfers between governmental funds and business-
type and fiduciary funds. Elimination of these contributions would distort the direct costs and program
revenues reported for the various functions concerned.

C. Basis of Presentation - Fund Financial Statements

The fund financial statements provide information about the government’s funds, including its fiduciary
funds. Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds. The emphasis of fund financial statements is on major governmental and enterprise funds, each
displayed in a separate column. All remaining governmental funds are aggregated and reported as
nonmajor funds. The Township currently has no fiduciary funds.

The Township Reports the Following Major Governmental Fund:
General Fund - This fund is established to account for resources devoted to financing the general
services that the Township performs for its citizens. General tax receipts and other sources of receipts

used to finance the fundamental operations of the Township are included in this fund. The fund is
charged with all costs of operating the government for which a separate fund has not been established.

11



WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

C. Basis of Presentation - Fund Financial Statements - continued
The Township Reports the Following Nonmajor Governmental Fund:

Special Revenue Funds

These funds are established to account for the cash receipts of specific sources other than expendable
trusts or major capital projects that are legally restricted to disbursements for specified purposes. The
Township’s special revenue fund includes the following nonmajor fund:

State Liquid Fuels Fund - This fund is used to account for the proceeds from the State Motor License
Fund. Under the act of June 1, 1956, P.L. 1944, No. 145, this fund must be kept separate from all
other funds and no other funds shall be commingled with this fund. Expenditures are legally
restricted to expenditures for highway purposes in accordance with Department of Transportation
regulations.

The Township Has the Following Enterprise Fund:

Sewer Fund - This fund is used to account for business-type activities provided to the general public.
Activities are financed primarily by user charges and the measurement of financial activity focuses on
net income measurement similar to the private sector. The sewer fund accounts for the Township’s
wastewater disposal system. Through July of 2020 the sewer activity was accounted for by the West
Pottsgrove Township Municipal Authority (the “Authority”). The Authority was dissolved in July of 2020.
Under generally accepted accounting standards, all sewer fund activity is accounted for in the
Township’s financial statements for fiscal year 2020. See Note 9 for further information.

During the course of operations, the government has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as interfund receivables and payables. While these
balances are reported in fund financial statements, certain eliminations are made in the preparation of the
government-wide financial statements. Balances between the funds included in governmental activities are
eliminated so that only the net amount is included as internal balances in the governmental activities
column. Similarly, balances between the funds included in business-type activities (i.e., the enterprise
funds) are eliminated so that only the net amount is included as internal balances in the business-type
activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial statements, these amounts are reported at gross amounts as transfers in/out. While reported in
fund financial statements, certain eliminations are made in the preparation of the government-wide
financial statements. Transfers between the funds included in governmental activities are eliminated so
that only the net amount is included as transfers in the governmental activities column. Similarly, balances
between the funds included in business-type activities are eliminated so that only the net amount is
included as transfers in the business-type activities column.

12



WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

D. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and
basis of accounting. Measurement focus is a term used to describe what transactions or events are
recorded within the various financial statements. Basis of accounting refers to when and how transactions
or events are recorded, regardless of the measurement focus applied.

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

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

e All governmental funds utilize the current financial resources measurement focus within the
limitations of the modified cash basis of accounting. Only current financial assets and liabilities are
generally included on their balance sheets. Their operating statements present sources and uses of
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.

e The proprietary fund utilizes an economic resources measurement focus within the limitations of
the modified cash basis of accounting. The accounting objectives of this measurement focus are the
determination of operating income, changes in net position (or cost recovery), net financial position,
and cash flows. All assets, deferred outflows of resources, liabilities, and deferred inflows of
resources (whether current or noncurrent or financial or nonfinancial) associated with their
activities are generally reported within the limitations of the modified cash basis of accounting.

2. Basis of Accounting

The financial statements are presented in accordance with a modified cash basis of accounting, which is
a basis of accounting other than GAAP as established by GASB. This basis of accounting involves
modifications to the cash basis of accounting to report in the statement of net position or balance sheet
cash transactions or events that provide a benefit or result in an obligation that covers a period greater
than the period in which the cash transaction or event occurred. Such reported balances include
interfund activity, prepaid expenses, developer escrows, payroll taxes withheld, and sewer fund capital
assets arising from cash transactions or events.

13



WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

D. Measurement Focus and Basis of Accounting - continued

2.

Basis of Accounting - continued

This modified cash basis of accounting differs from GAAP primarily because certain assets and their
related revenues (such as accounts receivable and revenue for billed or provided services not yet
collected and other accrued revenue and receivables) and certain liabilities and their related expenses
or expenditures (such as accounts payable and expenses for goods or services received but not yet paid
and other accrued expenses and liabilities) are not recorded in these financial statements. In addition,
other economic assets, deferred outflows of resources, liabilities, and deferred inflows of resources that
do not arise from cash transactions or events are not reported, and the measurement of reported assets
and liabilities does not involve adjustment to fair value, except investments which are reported at fair
value.

If the Township utilized accounting principles generally accepted in the United States, the fund financial
statements for governmental funds would use the modified accrual basis of accounting, and the fund
financial statements for the proprietary fund would use the accrual basis of accounting. All government-
wide financial statements would be presented in accordance with the accrual basis of accounting.

E. Financial Position

Cash and Cash Equivalents
For purposes of the statement of cash flows, the proprietary fund type considers all highly-liquid
investments with a maturity of three months or less when purchased to be cash equivalents.

Investments

Investments are valued at fair value in accordance with Governmental Accounting Standards Board
Statement No. 72, Fair Value Measurement and Application, except for investments in external
investment pools, which are valued at amortized costs if required criteria are met as outlined in
Governmental Accounting Standards Board Statement No. 79, Certain External Investment Pools and
Pool Participants.

The Township categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure fair value of the asset. Level 1 inputs are quoted prices in active markets for identical assets;
Level 2 inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs.

Investments are exposed to various risks such as interest rate, credit, and overall market volatility. Due
to the level of risk associated with certain investment securities, it is reasonably possible that changes in
the fair value of investments will occur in the near-term and that such changes could materially affect
the amounts reported in the statement of financial position.

14



WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

E.

Financial Position - continued

Restricted Escrow Deposits

The restricted escrow deposits account represents cash received by the Township from developers to
cover the Township's costs of reviewing and approving development plans and as security deposits to
ensure the related developments are completed in accordance with approved plans.

Interfund Transactions

Activity between funds that is representative of lending/borrowing arrangements outstanding at the
end of the year are referred to as “interfund receivables/payables.” Any residual balances outstanding
between the governmental and business-type activities are reported in the government-wide financial
statements as “internal balances.”

Prepaid Items

Certain payments to vendors related to annual dues for the following year are recorded as prepaid items
in both the government-wide and fund financial statements. The cost of prepaid items is recorded as
expenditures/expense when consumed rather than when paid.

Capital Assets

In the government-wide and fund financial statements, capital assets arising from cash transactions
from governmental activities are recorded as capital outlay expenditures (expenses) upon acquisition.
Proceeds from the sale of capital assets are reported as other general revenue in the government-wide
financial statements and as other revenue in the fund financial statements. In the government-wide
and proprietary fund financial statements, capital assets arising from cash transactions related to debt
financing from business-type activities are capitalized and depreciated over their useful lives.
Construction in progress is stated at cost and consists primarily of costs incurred on construction
projects. No provision for depreciation is made on construction in progress until the assets are
complete and placed into service. Estimated useful lives are as follows:

Sewer system 20 - 50 years

Long-Term Debt

Debt proceeds are reported as other financing sources in the governmental fund financial statements
and as general revenues in the governmental activities within the government-wide financial
statements. Payment of principal and interest is reported as expenditures (expenses) for the
governmental activities. Proprietary fund debt is reported as a liability with principal payments reported
as a reduction to the debt. Interest is recognized in the period in which it is paid.

15



WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

E.

Financial Position - continued
8. Net Position/Fund Balance Classifications

Government-Wide Statements, Proprietary Funds, and Fiduciary Funds

Net position is classified and displayed in three components:

Net investment in capital assets - This category groups all capital assets into one category of net
assets. Accumulated depreciation and the outstanding balance of debt reduce the balance in this
category.

Restricted - 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 - This category represents net positions of the Township which are not restricted for
any project or other purpose.

Flow Assumption - When both restricted and unrestricted resources are available for use, it is the
Township’s policy to use restricted resources first, then unrestricted resources as they are needed.

Governmental Fund Financial Statements

In the governmental fund financial statements, fund balances are classified as follows:

Nonspendable - Amounts that cannot be spent because they are not in spendable form, or legally or
contractually required to be maintained intact.

Restricted - Amounts that can be spent only for the specific purposes stipulated by external resource
providers such as grantors or enabling legislation. Restrictions may be changed or lifted only with
the consent of the resource providers.

Committed - Amounts that can be used only for a specific purpose determined by a formal action of
the Township’s board of commissioners, the government’s highest level of decision-making
authority. The formal action (resolution) to commit fund balance to a specific purpose must occur
prior to the end of the reporting period, but the amount which will be subject to the constraint may
be determined in the subsequent period. Committed funds may only be changed or lifted by the
same formal action taken to commit them.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

E.

Financial Position - continued
8. Net Position/Fund Balance Classifications - continued

Governmental Fund Financial Statements - continued

Assigned - Amounts that the Township intends to use for a specific purpose. Assignments of fund
balance are made by the Township’s board of commissioners.

Unassigned - Amounts that are not included within any other classification noted. Unassigned
amounts are the portion of fund balance not obligated or specifically designated and are available
for any purpose.

Fund Balance Policies

Spending Policy

The Township does not have a formal fund balance policy regarding the use of restricted resources;
therefore, the default policy from the governmental accounting standards will be used. Any
disbursement incurred for a purpose in which restricted and unrestricted fund balance amounts are
available are satisfied through restricted fund balance amounts before unrestricted fund balance
amounts. When an expenditure is incurred for a purpose in which unrestricted fund balance
amounts are available under committed, assigned, or unassigned fund balances, the fund balance is
consumed as follows: committed, assigned, and unassigned.

Minimum Fund Balance Policy

The Township has no formal minimum fund balance policies or any formal stabilization
arrangements in place.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

F.

Revenues, Expenditures, and Expenses

Program Revenues

In the statement of activities, revenues that are derived directly from each activity or from parties
outside the Township’s taxpayers are reported as program revenues. The Township has the following
program revenues in each activity:

General Government - Charges for services include receipts for licenses and permits, as well as
developer reimbursements; operating grants include general municipal pension system state aid
from the Commonwealth of Pennsylvania.

Public Safety - Charges for services include receipts for fines and permits and payments received
from the West End Fire Company under a reimbursement agreement; operating grants include
foreign fire insurance tax distribution from the Commonwealth of Pennsylvania and general
municipal pension system state aid from the Commonwealth of Pennsylvania.

Public Works: Highways and Streets - Includes proceeds from the State Motor License Fund and
road turnback funds through the Commonwealth of Pennsylvania, grants received for projects from
local sources and state sources, and general municipal pension system aid from the Commonwealth
of Pennsylvania.

Culture and Recreation - Operating grants include recreation grants from the Commonwealth of
Pennsylvania and local sources.

All other governmental revenues are reported as general revenue. All taxes are classified as general
revenues even if restricted for a specific purpose.

Proprietary Funds Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating 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. The principal operating revenues of
the sewer fund are charges to customers for wastewater disposal treatment. Operating expenses for
the sewer fund include sewer treatment and collection, maintenance and repair,
administration/general, and depreciation. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

F.

Revenues, Expenditures, and Expenses - continued

3. Property Taxes

Property taxes are levied on March 1 and are payable on or before June 30. The tax levy ordinance for
the 2020 calendar year levied taxes on March 1, 2020, at 3.0 mills. Generally, taxes paid prior to April 30
are payable at a 2% discount, and taxes paid after June 30 are assessed at a 10% penalty. In response to
the COVID-19 pandemic, the Board of Commissioners extended the discount period to May 31 for the
current year. Taxes not paid as of January 15 are considered delinquent and are turned over to the
Montgomery County Tax Claim Bureau for collection. The taxes are levied based on assessed values on
property. Assessed values are an approximation of market value. All taxable real property was assessed
at $181,905,141.

4. Compensated Absences
Compensated absences for vacation and sick leave are recorded when paid.

5. Other Postemployment Benefits
The Township provides certain benefits for retired employees based on the employee meeting certain
criteria. The cost of such benefits is charged to expense as the premiums are paid.

G. Use of Estimates

The preparation of the financial statements in accordance with the modified cash basis of accounting
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

The World Health Organization recognized COVID-19 as a global pandemic in 2020, prompting many
national, regional and local governments to implement preventative or protective measures, such as travel
and business restrictions, temporary store closures, and wide-sweeping quarantines and stay-at-home
orders. As a result, COVID-19 and the related restrictive measures have had a significant adverse impact
upon many sectors of the economy. Overall, the risk related to the outlook uncertainty and long-term
economic impact of COVID-19 is unknown and these financial statements do not reflect any adjustments
due to this uncertainty.

Adoption of New Accounting Standard

Effective January 1, 2020, the Township adopted a new accounting standard related to the reporting of
fiduciary activities. The new guidance clarified key aspects of determining the inclusion of deferred
contribution pension plans. With the adoption of this standard, the deferred compensation plan does not
meet the definition to be reported as a fiduciary fund, and therefore will not be included within the
reporting entity’s basic financial statements.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Data

The Township adopts an annual operating budget, which can be amended by the commissioners throughout the
year. Formal budgetary accounting is employed as a management control for all funds of the Township;
however, legal budgets are adopted only for the general fund and proprietary fund. For each of the funds for
which a formal budget is adopted, the same basis of accounting is used to reflect revenue and expenditures
(expenses) recognized on the modified cash basis. For this reason, no reconciliation will be needed between
budgeted and actual amounts. Appropriations, encumbrances, and unexpended grant appropriations lapse at
the end of each fiscal year.

Excess of Expenditures over Appropriations
No individual fund which had a legally adopted budget had an excess of expenditures over appropriations.

NOTE 3 - CASH AND INVESTMENTS

Under Section 3204.1 of the Commonwealth of Pennsylvania Second Class Township Code, the Township is
permitted to invest funds in the following types of investments:

Obligations of (a) the United States of America or any of its agencies or instrumentalities backed by the full
faith and credit of the United States of America, (b) the Commonwealth of Pennsylvania or any of its
agencies or instrumentalities backed by the full faith and credit of the Commonwealth, or (c) any political
subdivision of the Commonwealth of Pennsylvania or any of its agencies or instrumentalities backed by the
full faith and credit of the political subdivision.

Deposits in savings accounts or time deposits or share accounts of institutions insured by the Federal
Deposit Insurance Corporation 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.

Pennsylvania Act 10 of 2016 became effective May 25, 2016, and expanded the permitted investment types to

include commercial paper, bankers’ acceptances, negotiable certificates of deposit, and insured bank deposit
reciprocals as long as certain safeguards related to credit quality and maturity are met.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 3 - CASH AND INVESTMENTS - CONTINUED

The components of cash and investments, as presented on the financial statements, are as follows at
December 31, 2020:

Deposits S 1,764,963
Pooled cash and investments 2,786,260
Investments 12,726,650

$ 17,277,873

Cash

Custodial Credit Risk - Deposit

Custodial credit risk is the risk that in the event of a bank failure the government’s deposits may not be returned
to it. The Township does not have a policy for custodial credit risk. As of December 31, 2020, the carrying
amount of the Township’s deposits was $1,764,963 and the bank balance was $1,797,718. Of the bank balance,
$1,579,907 was covered by federal depository insurance and $217,811 was exposed to custodial credit risk
because the related collateral is held by the pledging bank’s trust department and not in the Township’s name
but was covered by collateralization requirements under Act 72 of the 1971 Session of the Pennsylvania General
Assembly.

Included in deposits are certificates of deposit (CDs) that have original maturity dates of greater than three
months. The CDs are considered deposits for the purposes of this disclosure and are included as deposits in the
custodial credit risk disclosure above. The Township has CDs outstanding at December 31, 2020, totaling
$1,311,864.

Investments
As of December 31, 2020, the Township had the following pooled cash and investments:

Fair Value
PA Local Government Investment Trust (PLGIT):
PLGIT - Class Shares S 1,488,208
PLGIT - Prime 1,326,447
Total PLGIT balance 2,814,655
Less: Reconciling items (28,395)
Total pooled cash and investments S 2,786,260
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WEST POTTSGROVE TOWNSHIP

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 3 - CASH AND INVESTMENTS - CONTINUED

Investments
As of December 31, 2020, the Township had the following investments:

Maturities Total
Rate 1-5years > 5 years Fair Value Level
Governmental Activities:

U.S. treasury notes 0.250-2.625% S 1,946,777 S - S 1,946,777
Supra-national agency bond/note 0.250-2.635% 1,335,676 - 1,335,676 2
Federal agency mortgage

backed security 2.000 - 5.500% - 857,623 857,623 2
Federal agency collateralized

mortgage obligation 0.516 - 3.560% 2,226,136 254,553 2,480,689 2
Federal agency bond/note 0.250 - 2.750% 6,105,885 - 6,105,885 2

Total Investments S 12,726,650

The Township categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure fair value of the
asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs.

A portion of the Township’s deposits are in the Pennsylvania Local Government Investment Trust (PLGIT). PLGIT
acts like a money market mutual fund in that the objective is to maintain a stable net asset value of $1 per
share, is rated by a nationally recognized statistical rating organization, and is subject to an independent annual
audit.

Certain external investments held by the Township, based on portfolio maturity, quality, diversification, and
liquidity measures, qualify for measurement at amortized cost at both the pool and participating government
level consistent with GASB Statement No. 79. The Township measures those investments, which include PLGIT,
at amortized cost. All investments in external investment pools that are not registered with the Securities and
Exchange Commission are subject to oversight by the Commonwealth of Pennsylvania.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 3 - CASH AND INVESTMENTS - CONTINUED

Investments - continued

PLGIT invests primarily in U.S. Treasury and federal agency securities and repurchase agreements secured by
such obligations, as well as certain municipal obligations and collateralized or insured certificates of deposit.
The fund manager intends to comply with guidelines similar to those mandated for money-market funds as
contained in Rule 2a-7 of the Investment Company Act of 1940.

PLGIT - Class Shares are a flexible option within the PLGIT fund which requires no minimum balance, no
minimum initial investment, and a one-day minimum investment period. Dividends are paid monthly.

PLGIT - Prime is a variable rate investment portfolio rated AAAm by Standard & Poor’s which requires no
minimum balance or minimum initial investment. Redemptions or exchanges are limited to two per
calendar month.

As of December 31, 2020, the entire PLGIT book balance of $2,786,260 is considered to be a cash equivalent for
presentation on the government-wide and fund financial statements.

Interest Rate Risk
The Township does not have a formal investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk

The Township has no investment policy that would limit its investment choices to certain credit ratings. As of
December 31, 2020, the Township’s investments were all rated AAA through A. Investments held in mutual
funds are not rated.

Concentration of Credit Risk
The Township places no limit on the amount that may be invested in any one issuer. The Township does not
have an individual investment holding greater than five percent of the Township’s total investments.

Custodial Credit Risk - Investment

For an investment, custodial credit risk is the risk that in the event of the failure of the counterparty the
Township will not be able to recover the value of its investments or collateral security that are in the possession
of an outside party. The Township has no investments that qualify for this risk.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 4 - CAPITAL ASSETS - PROPRIETARY FUND

Following is a summary of changes in business-type capital assets during the fiscal year ended December 31,
2020:

Balance Balance
1/1/20 Additions Deletions 12/31/20
Business-Type Activities
Capital assets not being depreciated:
Construction in progress S - S 216,897 S - S 216,897
Capital assets being depreciated:
Sewer system 9,599,183 - - 9,599,183
Accumulated depreciation (3,401,814) (216,789) - (3,618,603)
TOTAL CAPITAL ASSETS
BEING DEPRECIATED, NET 6,197,369 (216,789) - 5,980,580
BUSINESS-TYPE ACTIVITIES,
CAPITAL ASSETS, NET S 6,197,369 S 108 S - S 6,197,477

During the year ended December 31, 2020, the West Pottsgrove Township Municipal Authority was dissolved
and transferred $5,908,091 of sewer system assets to the West Pottsgrove Township. The beginning balances
above have been restated to account for this activity as of January 1, 2020. See Note 9 for further information.

NOTE 5 - LONG-TERM DEBT

On November 10, 2020, the Township issued General Obligation Note, Series of 2020 to provide funds for sewer
capital projects and to pay the cost of issuance through the Delaware Valley Regional Finance Authority (a
financing authority created under the Pennsylvania Municipal Authorities Act). To manage interest rate risk, the
Financing Authority utilizes interest rate swaps to limit its interest exposure as well as the interest rate exposure
of individual loans. The swap was used to convert the debt to a fixed interest rate. The swap is effective for the
duration of the note with an option to terminate in June of 2030. Any termination costs related to the swap
agreement are the responsibility of the Township. Payments of interest are due monthly and annual principal
payments are due in June. Final payment of the outstanding principal and accrued interest is due on
December 31, 2045. The Note bears interest at a fixed rate of 1.573%.

Funds to pay outstanding long-term liabilities will be provided by future charges for services in the sewer fund.
The direct borrowing is secured by the pledged full-faith, credit and taxing power of the Township. In the event
of default, all principal and interest outstanding become due currently. Total interest expense paid during the
year ended December 31, 2020, was $2,831.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 5 - LONG-TERM DEBT - CONTINUED

Principal maturities on the General Obligation Note, Series of 2020 are as follows:

Principal Interest
2021 S 47,000 S 22,282
2022 48,000 21,534
2023 48,000 20,779
2024 49,000 20,016
2025 50,000 19,238
2026 - 2030 262,000 84,029
2031-2035 285,000 62,566
2036 - 2040 311,000 39,159
2041 - 2045 340,000 13,528

$ 1,440,000 S 303,131

The following is a summary of the Township’s long-term debt transactions for the year:

Balance Balance
1/1/2020 Additions Deductions 12/31/2020
General Obligation Notes S - S 1,440,000 S - S 1,440,000

NOTE 6 - PENSION PLANS

The Township administers and contributes to two defined benefit pension plans: The West Pottsgrove
Township Nonuniform and Police Pension Plans. The assets of the Plans are invested separately and may only
be used for the payment of benefits to the members of the Plans, in accordance with the terms of the Plans.
The defined benefit plans do not meet the fiduciary fund criteria and are therefore excluded from the reporting
entity.

Plan Descriptions

The Township contributes to the West Pottsgrove Township Police Pension Plan, which is a single employer
defined benefit public employee retirement system (PERS), controlled by provisions of Ordinance No. 1989-5.
The Plan participates in the Pennsylvania Municipal Retirement System (PMRS), which is an agent multiple-
employer public employee retirement system that acts as a common investment and administrative agent
for participating municipal pension plans. PMRS issues a separate Comprehensive Annual Financial
Report (CAFR). A copy of the CAFR can be obtained by contacting the PMRS accounting office or at
www.pmrs.state.us/cafr.html.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 6 - PENSION PLANS - CONTINUED

All full-time police employees may become members of the Plan. Under the provisions of the Township's
pension plan, pension benefits vest at 100% after 12 years. An employee may retire at age 50 with 12 years of
service and receive 2% times years of credited service times final average salary. The pension plan also provides
for death benefits and disability benefits to plan members and their beneficiaries. Cost of living allowances are
provided at the discretion of the Plan.

The Township contributes to the West Pottsgrove Township Nonuniform Pension Plan, which is a single
employer defined benefit public employee retirement system (PERS), controlled by provisions of Ordinance
No. 1989-5. The plan participates in the Pennsylvania Municipal Retirement System (PMRS), which is an agent
multiple-employer public employee retirement system that acts as a common investment and administrative
agent for participating municipal pension plans. PMRS issues a separate Comprehensive Annual Financial Report
(CAFR). A copy of the CAFR can be obtained by contacting the PMRS accounting office.

All full-time nonuniform employees may become members of the Plan. Under the provisions of the Township's
pension plan, pension benefits vest at 100% after five years of service. An employee may retire at age 62 and
receive 1.67% times years of credited service times final five years average salary. The pension plan also
provides for death benefits and disability benefits. Cost of living allowances are provided at the discretion of the
Plan.

Effective January 1, 2015, the Township made the following changes to the Nonuniform Pension Plan: an
employee may now retire at age 62 and receive 2% times years of credited service times final three years
average salary. This change is retroactive for all years of service earned.

Funding Policy

The contribution requirements of plan members and the Township are established and may be amended by the
Township commissioners. The active members of the Police Pension Plan are required to contribute 5% of their
compensation, and active members of the Nonuniform Pension Plan are required to contribute 1% of their
compensation. The contributions required of the Township are based on actuarial valuation and are expressed
as a percentage of annual covered payroll during the period for which the amount is determined. For the fiscal
year ended December 31, 2020, the rate of Township contributions for the Police Pension Plan and the
Nonuniform Pension Plan was 20.48% and 13.10% of covered payroll, respectively. The Township’s
contributions to the Police Pension Plan for the years ended December 31, 2020, 2019, and 2018 were $54,039,
$47,479, and $80,909, respectively, which are equal to the required contribution for each year. The Township’s
contributions to the Nonuniform Pension Plan for the years ended December 31, 2020, 2019, and 2018 were
$108,069, $107,889, and $99,441, respectively, which are equal to the required contribution for each year.
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WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 7 - DEFERRED COMPENSATION

The Township has established a voluntary deferred compensation plan under the Internal Revenue Service Code
Section 457 for public employees. The 457 Plan is administered by Nationwide Retirement Systems. The plan is
uninsured. Township contributions to the plan for the year ended December 31, 2020, were $6,154.

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS

Plan Description

The Township administers a single-employer defined benefit healthcare plan (the Retiree Health Plan). The Plan
provides lifetime healthcare insurance for eligible retirees and their families and the Township’s health
insurance plan, which covers both active and retired members. Benefit provisions are established through
negotiation with the Township and the union representing the Township’s employees. The Retiree Health Plan
does not issue a publicly available financial report.

Funding Policy

Police Retirement Health Plan - The required contribution is based on pay-as-you-go financing. For all
employees with 12 years of service with the Township and attainment of the age 50, the Township pays 100% of
the premium determined for health and prescription drug for the rest of the plan member’s life. The member
must pay any additional premium due to the coverage of spouse or other dependents. When a member reaches
Medicare age, Medicare is the primary insurance. For the fiscal year ended December 31, 2020, the Township
contributed $13,427 (as estimated by the January 1, 2019 actuary valuation) to the plan related to retirees.

Nonuniform Retirement Health Plan - The required contribution is based on pay-as-you-go financing. For all
employees with attainment of the age 62, the Township pays 100% of the premium determined for health and
prescription drugs for the rest of the plan member’s life. The member’s spouse and family are not eligible.
When a member reaches Medicare age, Medicare is the primary insurance. For the fiscal year ended
December 31, 2020, the Township contributed $16,012 (as estimated by the January 1, 2019 actuary valuation)
to the plan related to retirees.

27



WEST POTTSGROVE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2020

NOTE 9 - DISSOLUTION OF THE MUNICIPAL AUTHORITY

The West Pottsgrove Township Municipal Authority (the “Authority”) was established by the Township on
July 11, 2016, to own and operate the sewer collection system, set sewer rates, and take all actions necessary
for the operation of the sewer collection system for West Pottsgrove Township. The Authority has six appointed
board members consisting of four residents, the Township manager and one public works employee. On
June 17, 2020, the West Pottsgrove Township Board of Commissioners passed an ordinance to dissolve the
Authority. As part of the dissolution, the Authority transferred certain assets related to the sewer system to the
Township. On July 9, 2020, when the Authority was officially dissolved, the following assets were transferred to
the Township:

Cash S 1,278,565
Receivables 37,291
Capital Assets, net of accumulated depreciation 5,908,091

Total S 7,223,947

Although occurring in July 2020, the dissolution and subsequent combination are accounted for on the
Township’s financial statements as if it had occurred on January 1, 2020. The restatement of beginning net
position is as follows:

West

Pottsgrove

West Township

Pottsgrove Municipal

Township Authority

Ending net position per December 31, 2019

audited financial statements S 291,625 S 7,281,963
Transfer of Authority operations to Township 7,281,963 (7,281,963)

Restated net position at January 1, 2020 S 7,573,588 S -
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December 31, 2020

NOTE 10 - SEWAGE TREATMENT SERVICE AGREEMENT

The Township has an agreement with the Borough of Pottstown and the Pottstown Borough Authority for
sewage treatment and billing services.

Under the terms of the agreement, the Township has reserved capacity in the treatment plant, and billings to
the Authority are based on the actual capacity used in relation to all capacity available to Pottstown. As capacity
needs increase, plant expansion may need to take place. The Township has agreed to share in the costs based
on its capacity reservation and usage.

The Township is also paying an annual rental for the capacity reserved which is adjusted for actual usage
compared to total usage of all parties. In addition, according to the agreement, the Township is responsible for
its share of debt service depending on improvement costs and the Township’s share of capital contribution. If
the Township pays its share with cash, no debt service is to be allocated. Annual operation, maintenance, and
transportation charges are assessed. Total payments to the Borough of Pottstown for operation, maintenance,
and transportation charges for 2020 were $336,942.

The Township has contracted with the Borough, solely as an agent, to prepare, issue, and collect all bills for
sewage service to Township customers.

NOTE 11 - RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees and natural disasters. Significant losses are covered by commercial
insurance for all areas for which the Township retains risk of loss. There were no reductions in insurance
coverages for the 2020 year and settlement amounts have not exceeded insurance coverage for the current year
or the three prior years.

NOTE 12 - COMMITMENTS

During 2017, the Township entered into a lease-purchase agreement for public safety equipment. Annual
payments of $24,009 will be made beginning June 21, 2017 through 2021.

The future minimum lease payments are as follows at December 31:

2021 S 24,009
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December 31, 2020

NOTE 12 - COMMITMENTS - CONTINUED

The Township entered into a reimbursement agreement with West End Fire Company on May 17, 2017. West
End Fire Company will make monthly payments of $2,000 ($24,009 per year) to the Township beginning in 2017,
through 2021 to reimburse the Township for lease payments made on the above equipment lease. The
Township received $24,009 in the current year under this agreement, which is reported as charges for services
on the statement of revenues, expenditures, and changes in fund balances.

During 2020, the Township entered into a contract totaling $251,829 for the Old Reading Pike Force Main and
Pump Station Upgrade Project. At December 31, 2020, the balance remaining on the contract is $34,933.
Additionally, subsequent to year-end the Township entered into a contract for the Grosstown Road project
totaling $1,352,565. The Township intends to use reserves in the sewer fund, including the proceeds of debt
issued in the current year, to fund these commitments.

NOTE 13 - FUND BALANCE

Details of the Township’s governmental fund balance reporting and policy can be found in Note 1, Summary of
Significant Accounting Policies. Fund balance classifications for the year ended December 31, 2020, were as
follows:

General Fund

The general fund has nonspendable funds of $450, assigned funds of $988,561 set aside for recycling
services, and $1,195,670 representing the appropriation of fund balance for the 2021 budget, and
unassigned funds of $12,265,312.

Nonmajor Funds

The nonmajor fund has restricted funds of $246,489, consisting of unspent state liquid fuels funds restricted
by state law.
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WEST POTTSGROVE TOWNSHIP

BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND - MODIFIED CASH BASIS

(UNAUDITED)

For The Year Ended December 31, 2020

REVENUES
Real estate taxes
Earned income taxes
Other taxes
Licenses, permits, and fines
Interest, rent, and investment income
Intergovernmental
Charges for services
Other

TOTAL REVENUES
EXPENDITURES

General government
Public safety:

Police

Fire

Other (planning, zoning, etc.)
Public works - highways and streets
Culture and recreation

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Proceeds from sale of capital assets

NET CHANGE IN FUND BALANCE

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

* Qriginal and Final Budget are the same.

*

Budget Actual Variance
556,084 S 545,536 S (10,548)
398,000 455,963 57,963

97,375 128,854 31,479
84,600 109,346 24,746
202,300 462,431 260,131
201,318 321,232 119,914
193,500 221,081 27,581
2,500 25,266 22,766
1,735,677 2,269,709 534,032
525,017 543,821 (18,804)
1,324,308 1,298,640 25,668
132,289 130,300 1,989
94,309 80,444 13,865
430,612 382,103 48,509
79,257 40,364 38,893
2,585,792 2,475,672 110,120
(850,115) (205,963) 644,152
1,500 522 (978)
(848,615) (205,441) S 643,174

14,655,434

S 14,449,993
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WEST POTTSGROVE TOWNSHIP

POLICE AND NONUNIFORM PENSION PLANS -

SCHEDULE OF FUNDING PROGRESS AND EMPLOYER CONTRIBUTIONS

(UNAUDITED)

SCHEDULE OF FUNDING PROGRESS*

UAALasa
Unfunded Percentage
Actuarial Actuarial Actuarial AAL Funded of Covered
Valuation Value Accrued (UAAL) Covered Payroll
Date of Assets (a) Liability (AAL)(b) (b-a) Payroll (c) ((b-a)/c)
POLICE PENSION PLAN
01/01/19 S 6,021,225 5,374,106 S (647,119) 112.0% S 807,880 N/A
01/01/17 5,649,814 5,073,035 (576,779) 111.4% 782,388 N/A
01/01/15 5,133,191 4,534,930 (598,261) 113.2% 770,664 N/A
NONUNIFORM PENSION PLAN
01/01/19 S 1,243,469 1,477,694 S 234,225 S 323,629 72.4%
01/01/17 1,070,406 1,439,014 368,608 208,502 176.8%
01/01/15 1,065,575 1,428,242 362,667 293,558 123.5%

NOTE: For the 01/01/15 actuary valuation, amendments to the nonuniform pension plan resulted in an

additional liability of $226,878.

SCHEDULE OF EMPLOYER CONTRIBUTIONS*

Annual
Required

Fiscal Year Contribution

Percentage
Contributed

POLICE PENSION PLAN

2020 S 54,039
2019 47,479
2018 80,909
2017 74,507
2016 62,830
2015 61,797

NONUNIFORM PENSION PLAN

2020 S 108,069
2019 107,889
2018 99,441
2017 107,976
2016 63,968
2015 71,692

100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%

* Schedules prepared in accordance with actuarial valuations performed under PA Act 205.
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WEST POTTSGROVE TOWNSHIP
OTHER POSTEMPLOYMENT BENEFITS PLAN - SCHEDULE OF FUNDING PROGRESS

(UNAUDITED)

UAALas a
Unfunded Percentage
Actuarial Actuarial Actuarial AAL Funded of Covered
Valuation Value Accrued (UAAL) Ratio Covered Payroll
Date of Assets (a)  Liability (AAL)(b) (b-a) (a/b) Payroll (c) ((b-a)/c)
POLICE POSTEMPLOYMENT BENEFITS PLAN
01/01/19 S - S 1,569,616 $1,569,616 0.0% S 817,172 192.1%
01/01/17 - 1,263,178 1,263,178 0.0% 722,842 174.8%
01/01/14 - 1,200,093 1,200,093 0.0% 794,655 151.0%
NONUNIFORMED POSTEMPLOYMENT BENEFITS PLAN
01/01/19 S - S 331,611 S 331,611 0.0% N/A N/A
01/01/17 - 261,251 261,251 0.0% N/A N/A
01/01/14 - 264,551 264,551 0.0% S 202,674 130.5%
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