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July 15, 2008

Board of Supervisors
West Goshen Township
West Chester, Pennsylvania

We have audited the accompanying financial statements of the govermnmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of West Goshen Township, West
Chester, Pennsylvania, as of and for the year ended December 31, 2007, which collectively comprise the
Township's basic financial statements as listed in the table of contents. These financial statements are the
responsibility of West Goshen Township, West Chester, Pennsylvania’'s management. Qur responsibility is to
express oplnions on these financial statements based on our audit. The prior year summarized
comparative information has been derived from the Township's 2006 finctncial statemenis and, in our
report dated May 4, 2007, we expressed an ungualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generaliy accepted in the United States
of America and the standards applicable to financial audits contained in Governmental Audifing
Standards issued by the Comptroller General of the United States. Those standards require that we pian
and perform the audit to obtain reasonabie assurance about whether the financial statements are free of
maierial misstatement.  An audif includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overail financial
statement preseniation. We believe that our qudit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activifies, the business-type activities, each major fund
and the aggregate remaining fund information of West Goshen Township, West Chester, Pennsylvania, as
of December 31, 2007, and the respective changes in financial position and cash flows, where
applicable, thereof and the budgetary comparison for the General Fund for the year then ended in
conformity with accounting principtes generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated July 15, 2008
on our consideration of West Goshen Township's internal control over financial reporting and our tests of ifs
compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and important for assessing the results of our audit.

The Management's Discussion and Analysis on pages 3-17 Is not a required part of the basic financial
statements but is supplementary information required by accounting principies generally acceptedin the
United Stafes of America. We have applied certain limited procedures, which consisted principally of
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Board of Supervisors
West Goshen Township

inquiries of management regarding the methods of measurement and presenfation of the required
supplementary information. However, we did not audit the information and, accordingly, express no
opinion on .

Our audit was conducted for the purpose of forming opinions on the financiai statements that collectively
comprise West Goshen Township, West Chester, Pennsylvania's basic financiat statements. The combining
and individual nenmajor fund financial statements, budgetary comparison schedules and statistical
schedules are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual nonmajor fund financial statements and budgetary
comparison schedules have been subjected fo the auditing procedures applied in the audit of the basic
financicl statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The stafistical schedutes have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we exprass no opinion
on them.

D adottam T h nuron o, Compamy

BARBACANE, THORNTON & COMPANY



WEST GOSHEN TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED

This discussion and analysis of the Township of West Gashen, Pennsylvania, provides an overview of the
Township's financial performance for the year ended December 31, 2007. Please read it in
conjunction with the Township's financial statements, which begin on page 18.

FINANCIAL HIGHLIGHTS

« The assets of West Goshen Township exceeded iis liabilities af the close of the most recent
fiscal year by $77,235,107 (representing its net assets). Of this amount, $15,898,058 (or its
unrestricted net assets) may be used to meet the government’s ongoing obligations to citizens
and creditors.

« The Township's total net assets increased by $3,820,027.

« As of December 31, 2007, the Township's govemmental funds reported combined ending
fund balances of $16,639,332, an increase of $3,972,162 as compared to the prior year.
Approximately 57 petcent of this total, or $9,565,071 is available for spending at the
Township's discretfion (unreserved fund balance).

¢ The Township's fotal debt decreased by $1,486,436.
USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities (on pages 18 and 19) provide information about the activities of the Township
as a whole and present a longer-term view of the Township's finances. Fund financial statements start
on page 20. For governmental activities, these statements expiain how services were financed in the
short term as well as what remains for fuiure spending. The govermmenial and proprietary fund
financial statements also report the Township's operations in more detail than the entily-wide
statements by providing information about the Township's most significant funds. The remaining
statements provide financial information about activities for which the Township acts solely as a trustee
or agent for the benefit of those outside of the government.

Reporfing the Township as a Whole
Statement of Net Assets and the Stafement of Activities

The analysis of the Township as a whole begins on pages 18 and 19 with the Statement of Net Assets
and the Statement of Activities.

These statements provide information that will help the reader to determine if the Township is
financially better off or worse off as a result of the year's activiiles. These statements include all assets
and liabilities using the accrual basis of accounting similar to the accounting used by private sector
companies. All current year revenues and expenses are taken into account regardless of when cash
is received or paid.



WEST GOSHEN TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

These two statements report the Township’s net assets and changes in them during the year. The
reader can think of the Township's nef assets - the difference between assets and liabilities — as one
way to measure the Township's financial heaith or financial position. Over time, increases or
decreases in the Township's net assets are one indicator of whether its financial health is improving or
deteriorating. The reader will need to consider other nonfinancial factors, however, such as changes
in the Township's property base and the condition of the Township's assets, fo assess the overall health
of the Township.

In the Statement of Net Assets and the Statement of Activities, we divide the Township into two kinds of
activities:

« Governmental activities - Most of the Township’s basic services are reporfed here, including
the police, fire, general administration, public works, parks and recreation. Eamed income
taxes, emergency municipal services taxes, property faxes, intergovernmenial revenues and
franchise taxes finance most of these activities.

¢ Business-type activities — The Township charges a fee to customers to heip it cover ail or most
of the cost of certain services it provides. The Township's sewer and waste and recycling
activities are reported here. The Township also includes a separate legal entity in ifs report -
the West Goshen Sewer Authority. The Sewer Authority is a public authority, which exists to
provide faclliies for use in the sewer operation of the Township Sewer Fund. The Sewer
Authority is considered a blended component unit and is included with fthe business-type
activities. Although legally separate, the Sewer Authority Is imporant because the Township is
financially accountable for it, and, therefore, it has been included as an integral part of the
primary government. The Authority is audited by Barbacane, thornton & Company, whose
report dated June 30, 2008 is publicly available through the offices of West Goshen Township.

Reporting the Township’s Most Significant Funds
Fund Financial Statemenits

Our analysis of the Township’s major funds provides detailed information about the most significant
funds — not the Township as a whole. Some funds are required to be established by State law and by
bond covenants. However, the Board of Supervisors establishes many other funds to help it confrol
and manage money for particular purposes (Special Revenue Funds) or to show that it is meeting
legal responsibilities for using certain taxes, grants and other monies (Capital Projects Funds). The
Township’s three kinds of funds ~ governmental, proprietary and fiduciary — use different accounting
approaches.

Governmental funds. Most of the Township’s basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year end that are
available for spending. These funds are reported using the modified accrual accounting method,
which measures cash and all other financiai assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the Township's general
govermnmental operations and the basic services it provides. Governmental fund information helps the
reader determine whether there are more or fewer financial resources that can be spent in the near
future 1o finance the Township's programs. The relationship (or differences) between govermnmental
activities (reported in the Statement of Net Assefs and the Statement of Activities) and governmental
funds are described in reconciliations on pages 21 and 23 of the financial statements.
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

Proprietary funds. When the Township charges customers for the services it provides, these services are
generally reported In proprietary funds. Proprietary funds are reported In the same way that ail
activities are reported in the Statement of Net Assets and the Statement of Activities. In fact, the
Township’s enterprise funds (0 component of proprietary funds) are the same as the business-type
activities reported in the entity-wide statements but provide more detail and additional information,
such as cash flows for proprietary funds.

The Township as Trustee
Reporting the Township's Fiduciary Responsibilities

The Township is the trustee, or fiduciary, responsible for other assets that — because of a trust
arrangement — can be used only for the trust beneficiaries. All of the Township’s fiduciary activities are
reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary Net Assets. These
activities are exciuded from the Township's other financial statements because the Township cannot
use these assets to finance its operations. The Township is responsible for ensuring that the assets
reported in these funds are used for their intended purposes.

THE TOWNSHIP AS A WHOLE
Entity-wide Financial Analysis

As noted earlier, net assefs may serve over time as a useful indicator of a government’s financial
position. In the case of West Goshen Township, assets exceeded liabilities by §77,235,107 ai the ciose
of 2007. This is an increase of $3,820,027 from the previous year. Qur analysis focuses on the net
assets (Table 1) and changes in net assets (Table 2) of the Township's governmental and business-type
activities.

- Table 1

STATEMENT OF NET ASSETS'
December 31, 2007 and 2006
Govemmental Actiia'ities'_' " Business-type Activities Totals
2007 2006 . 2007 2006 2007 . 2006
Current and other assets- $19,170,487 - $15,286,117  $14,5597,771  $14,971,150 $33,768,258 $3q,2_57;2_§7'
Capital assets’ 34817470 35484458 . 21,056,864 22606911 56,774,334 58,001,369 ..
Total Assets. '$53,087,057 $50,770,575 - $36,554,635  $37,578,061 §90,542,502 ~ $88,348,636 "
Long-term liabilities autstanding  § 4,633,248 $5372,705  § 6,820,228  $7,638,858 §$11,453,476 $13,0-‘11,5}613,, ’
Other liabillties 829,941 804,668 1,024,068 1,117,325 1,854,009 1,921,993 .
Total Liabilities 5,463,189 6,177,373 7,844,296 8,756,183 13,307,485 14,933,556
Net Assets: . R :
invested in capital assets, net of ‘ -
related debt 29,894,890 29,867,442 14,437,864 14,385,285 44,332,754 44,282,727
Restricted for: '
Capital reserve 7,074,261 4,914 618 - - 7,074,261 4,914,618
Sewer - - 9,930,034 9,288,289 9,930,034 9,288,289
Unrestricted . 11,555,617 . 8,811,142 4342441 . 5148304 15898058 .- 14,950,446
Total Net Assets © A8 524768 . 44583202 . 28,710,339 28,821,878 - 77,235,107 73,415,080

Total Liabilities and Net Assets _$53,987.957  $50,770,575. $36,554,635 © $37,578,061 $90,542,502 ° $88,348,636

-5-
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

The largest portion of the Township's nef assets, $44,332,754 (or 57 percent) reflects its investment in
capital assets (land, buildings, vehicles, machinery and equipment, and infrastructure), less any
related debt used to acquire those assets that is stilt outstanding. The majority of the outsianding debt
of the Township was incurred for the construction of the Township's Municipal Complex and the
significant upgrade to the Sewer Wastewater Treatment Plant. Although the Township’s investment in its
capitat assets is reported net of related debt, it should be noted that the resources needed fo repay
this debt must be provided from other sources, since the capital assets themselves cannot be used fo
liquidiate these liabliities.

Ancther portion of the Township’s net assets, $17,004,295 (or 22 percend), represents resources that are
subject to external restrictions on how they may be used. This compares with last year's total restricted
net assels of $14,202,907. This increase is due primarlly to fransfers from the General Fund fo offset
debt service payments,

The remaining baiance of unrestricted net assets, $15,898,058 (or 21 percent], may be used fo meet
the Township's ongoing obligations fo citizens and credifors. This compares with lasi year's total
unrestricted net assets of $14,959,446,

At the end of the current fiscal year, the Township is able to report positive balances in net assets, both
for the government as a whole and for its business-type activities. The same situation held true for the
prior fiscal year.

Governmenial Activities

The net Increase from the Township's governmental activities was $3,931,546. The increase of
3,931,566 of net assets is $1,458,268 more than the previous year increase of $2,473,298 and is
explained on pages 5 and 6. Table 2 shows the changes in net assets for the year ended December
31, 2007.

The cost of all governmental activilies this year was $10,898,640. As shown in the Statement of
Activities on page 19, the amount that the Township's taxpayers ultimately financed for these activities
through Township taxes was $8,385,673. Other costs were paid by those who directly benefited from
the programs ($840,286) or by other governments and organizations that subsidized certain programs
with intfergovernmental aid and confributions ($1,672,681).

L  Table2 ,
STATEMENT OF CHANGES INNET ASSETS '
For the years ended December 31, 2007 and 2006

" Governmental Activities Business-type Activities Totals

) . 2007 2008 . 2007 2006 2007 2006
- REVENUES: ] : : i )
Program revenies: ) :
Charges for services ) § 840,286 $ 788,228 $ 4,901,285 § 5,112,454 - § 5,741,571 $ 5,900,682
Operating grants and contributions 832,610 .- 900,305 139,267 134,571 1,071,877 1,034,876
Capital grants and contributions ] 740,071 ‘403,396 - - 245,854 . 740,071 649,350

General revenues:

Earned income taxes . 6,530,198 6,708,791 8,530,198 6,708,781

Emergency municipal services taxes 1,197,356 942,371 - - 1,187,356 942,371
Property laxes : 2,551,015 . 2,554,040 - “ 2,851,015 2,554,04¢ .
Real estate transfer taxes ; - 861,761 783,750 - - 861,761 783,750
" Franchise iaxes ' © 314,316 283,398 - “ 314,316 283,308
Grants and contributions not restricted o .
to specific programs 20,357 - 18,225 - o - 20,357 18,225 .
Other . 842,236 706,978 660,865 717,593 1,503,101 . 1,424571 °-

TOTAL REVENUES 14,830,208 14,089,482 5,701,417 5,210,572 20,531,623 20,300,054
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

: Table 2 _
RAR CHANGES IN NET ASSETS
L For the years ended December 31 2007 and 2006

Totals 5

o Govemmental Actlvmes o Busmess—type Actlwtles .
{cont'd) . : 200? G 2006 . 2007 20086 2007 2006
General gavemment ISR G 1 801 333 21,786,077 - - - 4,801,333, 1,786,077
Public safety - ¢ 5,030,088 j' 4,875,689 ‘- 5030,088 = 4,875,689
Highwayslslreets L. 2,508,014 ¢ w0 o 2,508,014 f3564 444
‘CGther puhlic warks ~ 161,236 - 164,236 '
Ltbrary g B T e
Culture and recreatzon ] - 1,438,543 .- 974 352 -
Intergstiexpense ' - oL 268 426“; L 285,034
Sewer operations - 3,832,230+, -+ 3,946,837 - 3 832,230 4

© Wasle and recycimg L 3 : 01,513,684° . 1,866,119 - 1513684
TOTAL EXPENSES v 10 898 640 11 616 184 o 5 812 956 . 5345914 16 711 596‘ 16 082008
tNCREASE (DECREASE) IN NET ASSE]'S 3 3 931 56 E 2 473 298 5 __(1_11,5.';19) - 864,658 3‘820.0_27 ’ 3 337,956
NET ASSETS BEGINNlNG OF YEAR 44 593 202- 42 119 904&_. : 28 821 878 2-7 957 220 73, 41 5, 080 70 077 124 .-
NET ASSETS END OF YEAR $48 524 768 $44 593 202 $ZB 710 339 $28 821, 878. 577 235 107 $73 415 DBG-- .

As indicated by governmental program expenses, public safety programs account for approximately
46 percent of the fotal expenditures of the Township's governmental activities. General administration
and highways/sireets services account for approximately 16.5 percent and 24.5 percent, respectively,
of the total expenditures for 2007,

For the most part, increases In expenses closely paradlleled Inflation and growth in the demand for
services. Noteworthy exceptions, however, included:

e« Increases In employee wages increased approximately three percent resulting from
negotiated and general wage increases.

s Addition of 2 new hires in the Parks Department.
* Employee benefit costs rose by approximately 12.6 percent.

« The Township withheld approximately $1,100,000 from a contractor's payment pending
cormrection of street work,

Real estate taxes, eamed income taxes and other general revenues not restricted or applicable to
specific programs provide the major revenue sources for governmental activities. Revenues
generated from the emergency services tax, enacted by ordinance for 2006, restricts the use of
revenue generated from this tax for police, fire and emergency services, road construction and/or
maintenance, or reduction of property taxes. As identified on the previous page and on the following
page, eamned income tax is the largest revenue source for governmental activities, accournting for
approximately 44 percent of fotal revenues (48 percent in the prior year). Propery faxes and real
estate transfer taxes provide approximately 17 percent and six percent of total revenues, respectively
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

(18 percent and six percent in the prior year). The emergency services tax accounted for
approximately eight percenti of total revenues (seven percent in the prior year). The Township relies on
these taxes to furnish the quality of life fo cifizens and businesses to which the Board of Supervisors has
adiways been committed.

Major revenue factors included:

e Eamed income tax revenue decreased by $178,593, or three percent, for the year ended
2007. Large tax withholdings in 2006 due to stock option payouts of carporate nonresident
incomes were one-fime occurrences and were not repeated in 2007. In addition, beginning
January 1, 2007, the West Chester Area School District imposed quarterly filings on self-
employed individuals residing in the district as opposed fo annual filings in years past. For
year 2007, this had a one-time impact of end-of-year 2006 receipts and the first three
quarters of 2007.

« Govemmental investment earnings increased from $627,618 in the prior year fo §718,742 for
2007. The year 2007 experienced steady short-term intetest rates unfil the last quarter when
rates steadily declined.

« Capital grants and contributions increased from the prior year by approximately $336,675.
Noncash contributions of $740,071 for land improvements and infrastructure benefited the
year 2007 whereas noncash contributions of $178,396 for land improvements and
infrastructure and $225,000 in grant monies for the Township's newly constructed Pottstown
Pike Park were received in 2006.
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

Program revenues support 23 percent of activity expenses. The following graph shows how program
revenues supporfed activity expenses.

D Program revenues

;77

00,006 2,000.060 250,000 3,000,000 3.500,000- 000,000 4 500,000 5,600:00

Business-fype acfivities

The West Goshen Township sewer system was consiructed by the West Goshen Sewer Authority at the
request of the Township’s Board of Supervisors. The Sewer Authority retains ownership of the system and
lecses it o the Township, which is responsible for its operalion, mdintenance and repair.  Sewer
expenditures, which total $3,946,837 for 2007 (as compared fo 53,832,230 for the prior year), include
“Rent to Sewer Authority” of $1,192,884 for 2007 (as compared to $1,188,743 for the prior yean) for
payment of the Sewer Authority’s bond expense. This amount has been eliminated in the proprietary
fund financial statements as well as in the stalement of activities. See Note 3 to the financial
statements. The Board of Supervisors establishes and collects sewer rental fees from users of the
system. Both the Authority and the Township have wiiften agreements with East Goshen Township,
Westtown Township, West Whiteland Township and Thornbuty Township to accept flows from these
municipdiities info the West Goshen system. The contracting of surplus capacity benefits the residents
and business owners of West Goshen Township by distribufing the fixed costs among o greater number
of users, thereby lowering the cosis of freatment. The revenues generated from these agreemenits for
the year 2007 were $1,224,706 as compared to $1,530,088 for the prior year. Sewer Fund fees
charged to residents and businesses dlid not increase for the year 2007.

The Waste and Recycling Fund administers the collection of residential solid waste and recyclable
material from Township homes. User fees primarily supporit the cost of this program. Each household is
charged o flat rate for trash collection and unlimited recycling. A rate increase in the waste and
recycling fees charged 1o residents and businesses became effeciive October 1, 2001. The current
rate was designed to cover the 65 percent increase contained in the five-year confract with the
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

private waste and recycling contractor. Due to sufficient fund reserves, in October 2005 the Township
signed o two-year option agreement with the contractor to extend the coniract while maintaining the
current fess charged fo residents. Therefore, net revenues in this department will decrease over the
next year. The Commonwealth of Pennsylvania aiso subsidizes the recycling program with a
performance grant. The grant amount for 2007 was 564,899 as compared to $58,685 for the prior
year.

Business-type activities decreased the Township's net assets by $111,539. The decrease of $111,539
of net assets is $976,197 less than the previous year increase of $864,658.

Mdijor revenue factors include:

« Operating grants and confributions increased by $4,696 over the previous year due primarily
to a slight increase for the Recycling Grant.

+ There were no dedications of any sanitary sewer lines or capital improvernents from any
developers to the Authority during the year. Thus, revenue for capital grants and contributions
decreased $245,954 over the previous yedr.

« Gains on sale of capital assets decreased $46,409 over the previous yeaqr,

Major expense factors include:

« Increases in employee wages increased approximately three percent resuliing from general
waige increcses.

+ Employee benefits costs increased by approximately 12.6 percent.

The following graph compares the charges for services to the operating expenses of each fund.

OProgram revenues
B Expenses

0000 000,000

As shown on the following chairt, the revenues of the Township’s business-type activities included
operating grants and investment income in addition fo charges for services (operating revenues).
Capital grants, operating granis and invesiment income revenues are not specific to an individual
program, but to the aciivity as a whole.

-10-
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FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

As noted earlier, the Township uses fund accounting to ensure and demonsirate compliance with
finance-related legal requirements.

Governmenial Funds. The focus of the Township's governmental funds is to provide information on
near-term inflows, outflows and balances of spendable resources. Such information is useful in
assessing the Township's financing requirements. In particular, unreserved fund balance may serve as
a useful measure of a government’s net resources available for spending at the end of the fiscal year.

As of December 31, 2007, the Township’s governmental funds reporfed combined ending balances of
516,639,332, an increase of $3,972,162 as compared to the prior year. Approximately 57 percent, or
59,565,071, conslitutes unreserved fund balance, which is available for spending at the Township’s
discretion. The remainder of the fund balance Is reserved, which means that it is not available for new
spending because it has already been committed fo pay for: 1) debt service; 2) capital
improvements; or 3) addiiional security for bonds.

The General Fund is the chief operating fund of West Goshen Township. As of December 31, 2007, the
total fund balance of the General Fund was $8,748,955 (as compared to $7,415,233 for the prior
year), all of which is unreserved. The fund balance of the General Fund increased by $1,333,722 in
fiscal year 2007. Key factors contribution to this growth are as follows:

-11-
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MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

« The Increase in revenues was due primarily fo increased real estate fransfer taxes {$161,761),
eamed income taxes ($905,198) reflective of a growing local economy, greater invesiment
earnings than anticipated ($113,636), building permit fees ($60,025), vehicle code viclations
($52,693), special police services {$36,579) and d refund of prior years' expense (587,21Q).

e Actual expenses and other financing uses were less than anficipated. Aclual increases for
employee benefits came in under budget by eight percent (591,344}, Road construction
material costs wers less than budgeted by approximately §1,097.685; however, this was offset
by transferring the unspent monies to capital reserve to be spent in 2008. Road construction
costs are furiher explained under Special Revenue Funds (Sfafe Funds).

The Capital Reserve Fund provides funding for debt service, capital improvements or other unique
expenditures which are not normal operating or maintenance-type expenditures reportable within the
~ General Fund or other govermnmental funds. Major revenue sources for the Capital Reserve Fund are
transfers from the General Fund and Offsite Development Fund (Restricted Parks account). The
General Fund transfers monies to the Capital Reserve Fund to pay for capital expenditures associated
with the general operation of the Township, and also for General Obligation debt service payments.
The Offsite Development Fund (Resiricted Parks account) transfers monies to the Capital Reserve Fund
to pay for expenses that are associated with the Township's parks.

Capital improvements financed out of this fund in 2007 fotaled $7,500, all for Public Works ($7,000 -
traffic signal generators).

The total fund balance as of December 31, 2007 Is $7,074,261, all of which is reserved as previously
explgined.

Capital Projects Funds are maintained for specific capital improvements and are restricted to
expenditures for specified purposes.

e Cold Springs Bridge Fund - In 2006, the Township received $50,000 from a building contractor
for future repairs to a newly constructed bridge leading info the new Cold Springs
development. It is anficipated that investment earnings will be sufficient to cover future
expendifures. Expenditures for fhis fund are not expected to occur for a minimum of 50 years.

The total fund balance as of December 31, 2007 is 453,008, all of which is reserved as previously
explained.

Special Revenue Funds are maintained to account for the proceeds of specific revenue sources that
are restricted to expenditures for specified purposes. Special Revenue Funds include State Fund,
Parks and Recreation, Offsite Development and Zoning Hearing Board. Major revenue sources for
these funds include grants from the Commonwealth, confributions, charges for services and interest
eqarnings.
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WEST GOSHEN TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

e Siafe Funds — The Township received $440,246 (compared to 5421,208 in the pricr year) from
the Commonwealth of Pennsylvania to pay for various expenses including roadway
resurfacing, snow removal, and capital purchases for the Public Works depariment. The
budgeted Highway Aid expenditures for the 2007 road paving project were not expended
due o aroad paving installation defect detected shorily after the project's end. The Township
withheld the contractor's payment of approximately $1,100,000 pending correction of the
work.  Approximately $422,000 of the overall payment was Highway Aid funds with the
remainder General Fund monies. The project’s Highway Aid funds were moved forward to the
2008 budget.

» Offsife Development Fund — The Township received $47,500 (compared fo $32,500 in the prior
year) from building contractors for open space projecis. Expenditures from this fund were
minimal of $27.

ERevenmes

[Expenses

BEnding fund
balance

The total fund balance as of December 31 2007 is §763,108 (as compared to $286,668 in the prior
yvear), dll of which is unreserved as previously expldined.

The financial statements for the governmental funds can be found on pages 20-23 of this report.

Proprietary Funds. The Township’s proprietary funds provide the same type of information found in the
entity-wide financial statements, but in more detail.

Unrestricted net assets of the Sewer, Waste and Recycling, Sewer Authority and Sewer Reserve Funds
at the end of the year amounted to $4,342,441 as compared to $5,148,304 in the prior year. The
total decrease in unrestricted net assets was $805,863, Factors contributing to the finances of these
three funds have already been addressed in the discussion of the Township’s business-type activities.

-13-



WEST GOSHEN TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

GENERAL FUND BUDGETARY HIGHLIGHTS

The statement comparing the Township’s budget and actual results can be found on pages 24 and
25.

For 2007, there were no revisions to the Genertal Fund budget.
The program budget for the General Fund anticipated an increase in fund balance of $22,350.

Actual revenues and other financing sources exceeded budgeted amounts by $1,574,416. Aciual
expenditures and other financing uses were more than budgeted expendifures by $5263,044,
Following are the main components of the increase:

Active upturn in revenues from real estate sales transactions (8161,761);
Eamed income taxes reflect a growing local economy ($905,198);

Greater investment returns resulting from positive market condifions (5113,634);
Building permit fees exceeded budget expectations {560,025);

Vehicle code violations exceeded budget expectations ($52,693); and

Actudl Increases for employee benefits came in under budget ($91,344).

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. The Township's invesiment In capital assets for its governmental and business-type
activities as of December 31, 2007 amounts to $56,774,334 net of accumulated depreciation. This
Investment in capital assets inciudes land, buildings and improvements, machinery and equipment,
vehicles, land improvements and infrastructure. The total decrease in the Township's investment in
capital assets for the current fiscal year was a total of approximately $1,317,035 net of accumulated
depreciation, or a 2.3 percent decrease.

Table 3

CAPITAL ASSETS -
December 31, 2007 and 2006
. Governmental Activities Business-type Activities ' Totals
‘2007 2008 . 2007 2006 2007 2006
_ Buildings and improvements ~ § 6,937,782  § 8037782  §12011,238  $11,606,882  $18,940,021 §18,544,664
Machinery and equipment 3,005,149 2,845,308 8,030,305 7,601,051 11,035,454 10,546,359
Vehicles : 1,231,563 1,207,042 238,189 191,888 1,469,742 1,396,930 .
Land o 3,128,044 3,128,044 82,083 82,083 3,210,127 3,210,127
Land improvements . 2,047,019 2,047,019 560,571 560,571 2,607,590 2,607,590 -
Infrastructure 45,937,478 45,189,907 16,268,036 16,268,036 82,205,514 61,457,943
Construction-in-progress 15,738 o - . 28,842 680,707 44,580 689,707
Total capital assets 62,302,763 61,455,102 37,219,265 37,000,218 99,522,028 98,455,320

- Less accumulated depreciation (27,485,293) (25,970,644) {15,262,407) (14,393,309} (42,747,694} (40,363,953)
Capital assets, net of ’ _ B
depreciaticn - §34,817.470 535,484,458 $21,956,864 $22,606,909 $56,774,334 558,091,367 -

-14-



WEST GOSHEN TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

Major capital assets in the governmental funds acquired during the current fiscal year included the
following:

e $45,443 — purchase of two new Police vehicles;

o 519,476~ purchase of two Parks Department ufility fractors;

o $75,089 - purchase of one Parks Department F-550 dump fruck;

« 526,272 — purchase of three Parks Department mowers;

¢ $14,440 - purchase of a Parks Department french box system;

« $9,582 - purchase of one Administration Department copier;

o $15,738 — purchase of an Administration Department magnet software;

« 47,500 - purchase of five Roads Department iraffic signal generators;

« $5,400 - purchase of one Roads Depariment line siriper;

« $17,149 — purchase of oche Roads Department Qir compressor;

« $172,064 - Pemry Drive subdivision roadway infrastructure dedicated to the Township.
e $23,161 - Topaz subdivision roadway infrastructure dedicated to the Township.

e $171,322 ~ Berwick subdivision roadway infrastructure dedicated to the Township.

v $163,001 - Weather Hill subdivision roadway infrastruciure dedicated to the Township.
« $83,030 - Tarbert subdivision roadway infrastructure dedicated to the Township.

o $127,493 - Berwick subdivision bridge infrastructure dedicated to the Township.

Major capital assets in the business-type activities and proprietary funds acquired during the current
fiscal year included the following:

» 535,451 - purchase of a tractor loader;
« 57,938 - purchase of a TRAK MOWER;
e $8,706 - purchase of a Crane;

o $8,894 - purchase of a Gator HPX 4x4;

- 15-



WEST GOSHEN TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)

o $6,953 — purchase of a Flaskscrubber Washer;

e $5,047 - improvements to the Ultra-violet disinfection system;
e« 572,475 - Fernhill Pumping Station rehabilitation;

« $58,832 - Primary Digester Roof Flashing; and

«  $8,122 — Westtown Way Stream Restoration.

Additional information about the Township's capital assets Is presented in Note 4 to the Financial
Statements.

Long-term Debt

At December 31, 2007, the Township had $12,441,580 in bonds, notes and capital leases outstanding
versus $13,928,016 last year — a decrease of 11 percent — as shown in Table 4 below.

- Table4
_ OU:TSTAN,DING_.DEBT- :
For the Year Ended December 31, 2007

Govermﬁ_ental. Activ'ities-_ _ Business-type Activities : Totals’
. 2007 . 2006 . - 2007 . 2006 2007 © - 2006
General obligation notes $4,726,000 . $5.317.000 - § IR * - $4,726000 § 5,317,000-
Capital lease o 196,580 300,016 . . _ ' 196,580 300,016
SewerRevenuebonds ~ . . - o .7 - . 3406000 3920000 3,405,000 ° . 3,920,000 |

Sewer Revenue notes .~ _. = - < 4114000 43910000 __4,114000 4,391,000

Total outstanding debt _§.4922580 - $5,617,016 8 7.619.000 § 8311000  $12441,580 $13.628016

New debit issued this year included capital leases of $50,089 to purchase a Park Depariment fruck.
Other obiigations of the Township include compensated absences of §630,678.

West Goshen Township maintains a “Aa3" rating from Moody’s for its current debt issuances.

State statutes limit the amount of general obligation debt a governmental entity may issue to 250
percent of its average borrowing base {average revenues over the past three years). The current debt
limitation for West Goshen Township is $48,636,458, which is significantly in excess of the Township's
outstanding debt.

Additional Information about the Township's long-term debt can be found in Nofe 6 on pages 41-43 of
this report.
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WEST GOSHEN TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)}

Economic factors and Next Year's Budgets and Rates

The Township continues to maintain a diversified revenue base should there be any short-term
fluctuations in any one revenue source.,

Interest rates for savings and checking accounts decreased from a high of 5.50 percent to a
low of 3.53 percent,

New housing growth has been moderate and property values have been on the rise. The
number of real estate sales in the Township directly affects the revenue sireams of real estate
transfer taxes.

Changes in the pension laws and contractual changes fo the pension plans continue fo place
added financial burdens on the Township to supplemeni State Aid.

The Township adopted a 2008 budget In which its anficipated revenues slightly exceed
planned expenditures by $6,636.

Township real estate taxes were not increased for 2008.

Costs for services have contfinued tfo rise, far outpacing revenues. The increases are attributed
largely to expanded staffing, salary increases and the increased cost of providing employee
benefis.

Three additional vehicles were added to the fleet for 2008 to be paid out of the Capital
Reserve Fund. All other replacement vehicltes and GIS software were also budgeted fo be
paid out of the Capital Reserve Fund.

The road paving expendifures from 2007 were carried over 1o the 2008 budget due to a road
paving installation defect detected shortly affer the project’s end. $1,100,000 was transferred
from the General Fund to the Capital Reserve Fund, and $422,000 was appropriaied in the
State Fund.

Sewer and waste and recycling user fees were not increased for 2008.

All of these factors were considered in preparing the Township's budget for the 2008 fiscal year.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of West Goshen Township's finances for
all those with an interest in the government's finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to: Finance
Director, West Goshen Township, 1025 Paoli Pike, West Chesfer, PA 19380.

General information relating to West Goshen Township can be found on its website,
hitp:/fwww. westgoshen.org.
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ASSETS

Current Assets:
Cash and cash equivalents
Cash and cash eguivalents, restricted
Investments
Investments, restricted
Accounts and other receivables, net
Due from developers
Total Current Assets
Noncurrent Assets:
Depreciable capital assets, net
Land
Construction-in-progress
Bond issuance costs
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable and other current liabilities
Developers' deposits
Compensated absences payable within one year
Capital leases payable within one year
Bonds payable within one year
Notes payabile within one year
Total Current Liabilities
Noncurrent Liabilities:
Compensated absences
Capital leases payable
Bonds payabie
Beferred amount on refunding
MNotes payable
Total Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets net of related debt
Restricted for:
Capital reserve
Sewer
tnrestricted
TOTAL NET ASSETS

TOTAL LIABILTIES AND NET ASSETS

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

WEST GOSHEN TOWNSHIP
STATEMENT OF NET ASSETS

DECEMBER 31, 2007
{with Summarized Comparative Data for December 31, 2006)

Primary Government

Gaovernmental Business-type Totals
Activities Activities 2007 2006
$15,208,946 $ 2,254,812 $ 17,463,758 $ 153,729,148
- 8,686,330 8,686,330 4,010,265
1,437,972 887,347 2,325,319 2,703,210
- 1,357,583 1,357,583 5,510,664
2,523,569 1,358,765 3,882,334 4,237,659
9,311 9,311 15,112
18,170,487 14,554,148 33,724,835 30,206,058
31,673,688 21,845,939 53,519,627 54,191,535
3,128,044 82,083 3,210,127 3,210,127
15,738 28,842 44,580 689,707
- 43,623 43,623 51,209
34,817,470 22,000,487 56,817,957 58,142,578
$53,987,957 $ 36,554,635 $ 90,542,592 $ 88,348,636
3 70,940 $ 73,807 $ 144,547 $ 238,310
- 123,191 123,191 115,566
32,877 11,270 44,147 48,288
101,124 - 101,124 136,829
- 525,000 525,000 515,000
625,000 291,000 918,000 268,000
829,941 1,024,068 1,854,009 1,921,993
436,792 149,739 586,531 641,541
95,456 - 95,456 163,187
- 2,880,000 2,880,000 3,405,000
- (32,511} {32,511) (38,165)
4,101,000 3,823,080 7,924,000 8,840,000
4,633,248 6,820,228 11,453,476 13,011,563
5,463,189 7,844,286 13,307,485 14,933,556
29,894,890 14,437,864 44 332,754 44 252 727
7,074,261 - 7,074,261 4914618
- 9,930,034 9,930,034 9,288,289
11,555,617 4,342,441 15,898,058 14,959 448
48,624,768 28,710,339 77,235,107 73,415,080
$53,987,957 $ 36,554,635 $ 90,542,592 % 88,348,636
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WEST GOSHEN TOWNSHIP
RECONCILIATION OF BALANCE SHEET - GOVERNMENTAL FUNDS
TO STATEMENT OF NET ASSETS
DECEMBER 31, 2007

TOTAL GOVERNMENTAL FUND BALANCES $ 16,639,332

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

Depreciable capital assets, net 31,673,688
Land 3,128,044
Construction-in-progress ' 15,738

Some of the Township's revenues will be collected after

year end but are not available soon enough to pay for

the current period's expenditures and therefore are

deferred in the funds. 2,460,215

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

Capital leases (196,580)
Compensated absences {469,669)
Notes payable (4,726,000)
NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 48,524 768

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

-927-



0/1°299°2L $

BEC'BEBDL

18 LZLL

189’ LLE
0L£0'0FF'L
0L0'0FF'L
SLE' LY
905'98E

1

0S6'6FEL

_Zigoteer
¥£0'68¢
aLv'ses

ie
peo'ele’l
005’2
1¥0'051
ZrOBER'E
[AZ AN 0
68€'209'L

TZ50R9EL
ozr'sl
00s°ee
08¥'esy
osS'erl'L
08g'099
L¥6'ZLE
EF0'88e
CEE'GLB'0L S

9002

ZEE'6e9'9L
0LL'299'2L

z9L'226'e

680'08
(612°6E8°2)
6LL'6E8C

68005

€I0'¢T6'E

10679204
9zF'65¢
GZShhL

LZ
0Lt'820°L

984’891

990’00 L
YEE'PLG'Y
FARA: T

¥L6'O8L'YI
or0'Z0L
00S'Ly
PeO'Els
196756
06Z°0SL
F00'ErZ
926'8LE
L19'BGE'LL §

4002

sjelal

gLL'elg 3 LOZ'vI0'L B
6lLE'LEE SLO'VLE'Y
18134 er9'651L'E
- ) 612'688°C
- 6L2'6ER'T
161'81¥% (o20089)
220'0% 8.E'GL6
- aZv'65E
- 000185
1c -
- 292’1
LO0'0G 015'1s
- 08LGL
G28'8¢8 Z08'8ed
005'2¥ -
00021 -
oLZ'ovy -
60L've Z0E'9ET
- 3 - $
spun pung
{BJUSLILISAQL) ETNELEN]
Jofewigoy |enden

"SIIBLUSIES RIDURLY BsaY) jo bed [eiBajur ue aie sajou Buduedwoooe ay |

GE68YLR §

£EZ'CLY'L
CCl'Eee't

{0£9'68L°7)
(6116882

68008

ZGE'ETLY

S6¥'962 6
GZS'EG)
80¢'£20'L

9£/’89L

GGS5'RET L
PEE'VLG'Y
LEL'PELY

LPR'BLE'EL

9v0°z0!

¥Z9'96¥
LGL'CLS
6,829
POO'ERT
9z6'8le
LL9'85Z°1L1 S

pung
EIENETS)

SpUn.| Jokey

200Z ‘1€ YASIWIOIA O2ANT °v3A FHL 804
SANNZ TYLINIWNYIAOD - STONVIVE ONN4 Nl STONYHO ANY STHNLIANIIKI ‘SINNIATY 40 INIWILVILS
dIHSNMOL NIHSO0D 1SaMm

HVIA 40 ONI "'SIONVIVE ONNd
HY3A 40 ONINNIDTE 'STONYIVE AN
SIDNYIYE ONNd Ni SEONYHD L3N

(s38n) S3A0HNOS ONIDONYNIL WAHLO T¥LOL
o s1ajsuelj

ul siaysues)

sjosse |eyden Jo aes Jop uoljesuadwiod])o eg
aseg| |ejden woly spaeooid

(338N SIDWUNOS DNIDNYNIA HIHLO

SIHNUANIIXE
(¥3ANN) ¥3A0 SFNNIATY 0 (ADNIIDIF2Q) S530XE

SFHNLIANIIXE TVLICL
sebieyo Jauyjo pue jsasajl|
ledpung
1991u8g 198Q
saunypuadxa SNoSUEj8osH
UCHERI08] pUB 3IN)Ns}
Aresqr]
syiom ongnd oo
s}aans pue sAemybly - sxiom alang
Ages ojgng
Wsuwiisad jelsusn
uakng
SFHNLIGNIIXT

SANNIATY TVLOL
18U10/8NUBAR] SNODLE|RISIY
SUONGIILGT)

soa)5e0iA1es Jo) sebieyn
senuanal [gjuatiuiaachien)
sBuitiee Jusunsaau)

5]S00 PUB SHBHOD] ‘SaltlH
spuad pue Sasuaol

SOXe|

SANNIATH

(800Z ‘L€ Joquiedag] papug Jea o 40} B)eq 2AlRIRdWO) PIZUBUILUNG YIIM)



WEST GOSHEN TOWNSHIP
RECONCILIATION OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2007

NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS $ 3,972,162

Capital outlays are reported in governmental funds as expenditures; however,

in the statement of activities, the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense. This is the

amount by which depreciation exceeded capital outlays in the pericd. (1,371,032)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. Deferred revenues
decreased by this amount this year. {118,287)

In the statement of activities, only the gain or loss on the sale of capital

assets is reported, whereas in the governmental funds, the entire proceeds

from the sale increase financial resources. Thus, the change in net assets

differs from the change in fund balances by the net book value of the

capital assets sold and the fair market value of capital assets traded in. (36,027)

In the statement of activities, contributed assets are recognized as a
capital contribution and as a capital asset, whereas in the governmental funds,
the transaction is not recognized. 740,071

The issuance of long-term debt (e.g., notes, bonds, leases) provides current

financial resources to governmental funds, while the repayment of the principal

of long-term debt consumes the current financial resources of governmental

funds. Nsither transaction, however, has any effect on net assets. Also,

governmental funds report the effect of issuance costs, premiums, discounts

and similar items when debt is first issued, whereas these amounts are deferred

and amortized in the statement of activities. This amount is the net effect of

these differences in the treatment of long-term debt and related items. 694,436

In the statement of activities, certain operating expenses - compensated
absences (vacations and sick leave) - are measured by the amounis earned
during the year. In the governmental funds, however, expenditures for these

items are measured by the amount of financial resources used {essentiaily, 50,243
the amounts actually paid).

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 3,831,566

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

BUDGETARY COMPARISON STATEMENT - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2067

REVENUES
Taxes:
Real estate - current
Real estate - delinquent and interest
Real estate - interims
Real estate - transfer
QOccupational privilege
Emergency municipal services tax
Licenses and permits
Fines, forfeits and costs
Interest, dividends and rents
Intergovernmental revenues
Charges for services/fees
Miscellaneous revenue/other
TOTAL REVENUES

EXPENDITURES
Current:

General government:
Administration
Audifing
Tax collection
Engineering
Building maintenance

Public safety:

Police

Fire protection

Code enforcement
Planning and zoning
Emergency managemernt

Public works - highways and streets:

Administration
Winter maintenance
Road maintenance
Road construction

Continued on next page.

Criginal
and Final

Budget

$ 2,500,000
26,000
15,000

700,000
5,750,000
1,150,000

259,000

174,000

374,243

497,322

376,055

16,000

11,838,520

1,245,055
22,906
149,694
238,351
244 876

3,910,685
701,019
279,509

39,074
5,000

533,211
31,243
600,727
1,140,253

S04 -

Actual
Amounts
{Budgetary

Basis)

$ 2,496,232
36,157
11,913

861,761
6,655,198
1,197,356

318,926

243,004

487,879

512,751

496,624

102,046

13,419,847

1,133,544
22,489
168,378
185,024
224,703

3,086,648
709,346
255,381

22,958

555,461
70,340
570,186
42,568

Variance
Positive

(Negative)

$

(3,768)
10,157
(3,087)
161,761
905,198
47,356
59,926
69,004
113,636
15,429
119,669
86,048

1,681,327

111,511
417
(18,684)
53,327
20,173

(75,963)

(8,327)
24,128
16,116
5,000

(22,250)

(39,097)
30,541
1,007,685



WEST GOSHEN TOWNSHIP
BUDGETARY COMPARISON STATEMENT - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2007

Actual
Original Amounts
and Final (Budgetary
Budget Basis)
EXPENDITURES (cont'd)
Cther public works:
Traffic signal maintenance 143,814 131,402
Street lighting 38,500 37,334
Culture and recreation:
Recreation 304,280 249 590
Parks 840,528 777,618
Nondepartmental:
Debt service - principal 170,328 _ 153,625
TOTAL EXPENDITURES 10,639,053 9,296,495
EXCESS OF REVENUES OVER
EXPENDITURES 1,189,467 4,123,352
OTHER FINANCING SOURCES (USES)
Proceeds from capital lease 51,000 50,089
Sale oficompensation for capital assets 6,000 -
Interfund transfers (1,234 117) (2,839,719)
TOTAL OTHER FINANCING USES (1,177.117) (2,789,630)
NET CHANGES IN FUND BALANCES 22,350 1,333,722
FUND BALANCE, BEGINNING OF YEAR 8,316,560 7,415,233
FUND BALANCE, END OF YEAR $ 6,338,910 $ 8,748,955

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

-25.

Variance
Positive

12,412
1,166

54,890
62,910

16,803
1,342 558

2,923 885

(911)
(6,000)

(1,606,602)
(1,612,513)

1,311,372

$ 1,311,372
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WEST GOSHEN TOWNSHIP
STATEMENT OF NET ASSETS - FIDUCIARY FUNDS
DECEMBER 31, 2007

Pension
and Other
Employee Benefit Agency
Trust Funds Fund

ASSETS
Cash and cash equivalents $ 1,953,239 $ 66,709
Accrued receivables, -
Insurance contracts, at contract value 1,764,262 -
Investments, at market value - mutual funds 12,058,401 -
TOTAL ASSETS $15,775,902 $ 66,709
LIABILITIES AND NET ASSETS
LIABILITIES:
Escrow deposits 5 - $ 86,709
NET ASSETS:
Assets held in trust for pension and other

employee benefits and pool participants 15,775,902 -
TOTAL LIABILITIES AND NET ASSETS $15,775,902 % 66,709

The accompanying notes are an integral part of these financial statements.
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WEST GOSHEN TOWNSHIP
STATEMENT OF CHANGES IN NET ASSETS - FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

The accompanying notes are an integral part of these financial statements.
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ADDITIONS:
Conftributions:
State aid 3 339,878
Employer contributions 549,495
Member contributions 105,856
Total Contributions 995,229
Investment earnings:
Interest and dividends 1,317,409
Net decreass in fair value of investments (265,423)
Total Investment Earnings 1,051,986
TOTAL ADDITIONS 2,047,215
DEDUCTIONS:
Pension payments 395,585
Administrative expenses 55,615
Other expenses 79,146
TOTAL DEDUCTIONS 530,346
CHANGE IN NET ASSETS 1,516,869
NET ASSETS, BEGINNING OF YEAR 14,259,033
NET ASSETS, END OF YEAR $ 15,775,902



NOTE 1

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

West Goshen Township (the '"Township") complies with generally accepted accounting
principles (GAAP). GAAP includes all relevant Govemnmental Accounting Standards Board
(GASB) pronouncements. The accounting and reporting framework and the more significant
accounting policies are discussed in subsequent subsections of this Note.

Reporting Entity

For financial reporting purposes, the Township’s primary government inciudes all deparimenis
and agencies, bureaus, boards, commissions and certain authorities that make up the
Township’s legal entity. The Township's reporting entity also is comprised of its component
units, which are legatly separate organizations for which the Township's elected officials are
financially accountable.

Financial accountabiiity is defined in GASB Statement No. 14, The Financiai Reporting Entity,
as amended by GASB No. 39. The Township is financially accountable for legally separate
organizations if it appoints a voting maijority of the organization’s board and (1) it is able to
impose ifs will on that organization; or (2) there is a potential for the organization to provide
specific financial benefits to, or impose specific financial burdens on, the Township. The
Township may also be financially accountable if an organization is fiscally dependent on the
Township regardiess of whether the organization has a separately elected governing board, a
governing board appointed by a higher level of government or a jointly appoinied board.

Blended Combonent Unii

The West Goshen Sewer Authotity is a public authority, which exists to provide facilities for use
in the sewer operations of the Township Sewer Fund. The Authority is considered a blended
component unit and Is shown in the financlal statements as part of the primary government
proprietary funds. The Authority is audited by Barbacane, Thomton & Company, whose report
dated June 30, 2008 is publicly available through the offices of West Goshen Township.

Basis of Presentation
Entity-Wide Financiql Sfafements

The statement of net assets and the statement of activities display information about the
Township as a whole. These statements distinguish between activities that are governmental
and those that are considered business-type. These statements exclude fiduciary activities
such as pension and agency funds.

The entity-wide financial statements are prepared using the economic resources
measurement focus and the accrual basis of accounting as further defined under propriefary
funds below. This is the same approach used in the preparation of the proprietary fund
financial statements but differs from the manner in which governmental fund financial
statements are prepared. Therefore, governmental fund financial statements Include a
reconciliation with brief explanations to better identify the relationship between the entity-wide
statements and the statements of governmental funds.
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NOTE 1

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

The entity-wide statement of activities presents a comparison between expenses and program
revenues for each different identifiable activity of the businass-type activities of the Township
and for each governmental program. Expenses are those that are specifically associated with
a service or program and are therefore clearly identifiable to a particular function. Program
revenues include charges paid by the recipients of the goods or services offered by the
programs and grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function. Revenues which are not classified as program
revenues are presented as general revenues. The comparison of program revenues and
expenses identifies the extent to which each function is seli-financing or draws from the
generdl revenues of the Township.

Internal activity is limited to interfund transfers which are eliminated to avoid "doubling up”
revenues and expenses. Net assels are reported as restricted when constraints placed on net
asset use are either externally imposed by creditors {such as through debt covenants),
grantors, contributors, or laws or regulations of other governments or imposed by law through
constitutional provisions or enabling legislation. The net assets restricted for other purposes
result from special revenue and capital projects funds and the restrictions on their net asset
use.

Fund Financial Sftatements

Fund financial statements report detailed information about the Township. The focus of
governmental and enterprise fund financial statements is on major funds rather than reporting
funds by type. Each major fund is presented in a separate column. The two major
governmental funds are each presented in a single column on the governmental fund
financial statements. Fiduciary fund financial statements are presented by fund type.

The Township reports the following major governmentai funds:

© The General Fund is the government's primary operating fund. It accounts for all
financial resources of the general government, except those required to be accounted
for in ancther fund.

® The Capital Reserve Fund accounts for the resources accumuicated for future capital
projects.

The Township reports the following proprietary funds:
® The Sewer Fund accumulates resources necessary for the operations and payment of
lease rentals of the West Goshen Sewer Authority.

® The Waste and Recycling Fund accounts for the activities of the Township for the
operation and maintenance of the Township's collection services,

° The Sewer Authority accounts for the activities of the West Goshen Sewer Autherity,
blended component unit of the Township. The Authorily operates the sewage treatment
plant, sewage pumping stations and collection systems.
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NOTE 1

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Governmental Funds

All governmental funds are accounted for using the modified accrual basis of accounfing and
the current financial resources measurement focus. Under this basis, revenues are recognized
in the accounting period in which they become measurable and avdailable. Expenditures are
recognized in the accounting period in which the fund liability is incurred, if measurable.
Maijor govemmentadl funds of the Township include the general fund and the capital reserve
fund. All other governmental funds are grouped together and presented Inh a separale
column as nonmajor governmental funds. They include the state fund, parks and recreation
fund, offsite development fund, zoning hearing board fund and the capital projects fund.

Revenue Recognition

In applying the "susceptible fo accrual concept” under the modified cccrual basis, revenues
cre considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the government
considers property and earned income tax revenue o be avallable if collected within 60 days
of the end of the fiscal period. Revenues for state and federally funded projects are
recognized at the time all eligibility requirements have been satisfied. Eligibility requirements
include timing requirements, which specify the year when the rescurces are required to be
used or the year when use is first permitted; matching requirements, in which the Township
must provide local resources to be used for a specified purpose; and expenditure
requirements, in which the resources are provided o the Township on a reimbursement basis.

Property tax and eamed income tax receivables collected after 60 days from year end,
though measurabie, are not available soon enough in the subsequent year fo finance current
period obligations. Therefore, property and eamed income tax receivables are recorded and
deferred until they become available.

Other revenues, including certain other charges for services and miscellaneous revenues, are
recorded as revenue when received in cash because they are generally not measurable untit
actually received.

Expenditure Recognition

The measurement focus of geovernmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Most expenditures are measurable and are
recorded when the related fund liability is incurred. However, principal and interest on
general long-term debt, which has not matured, are recognized when paid. Further, as
provided in GASB Intetpretation No. 6, Recognifion and Measurement of Cerfain Liabilities
and Expenditures in Governmental Fund Financial Sfaternents, certain governmental fund
liabilities and expenditures, such as for compensated absences, are recognized o the extent
fhe liabilities mature {come due for payment) each period. Allocations of costs, such as
depreciation and amortization, are not recognized in the governmental funds.
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NOTE 1

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contf'd)

Proprietary Funds

Proprietary funds are accounted for using the accrual basis of accounting. These funds
account for operations that are primarily financed by user charges. The economic resource
focus concerns determining costs as a medns of maintaining the capital investment and
management control. Revenues are recognized when they are earned and expenses are
recognized when they are incurred. Allocations of certain costs, such as depreciation, are
recorded in proprietary funds. The Township's only proprietary funds are enterprise funds.

These funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally resulf from providing services and producing and delivering
goods in connection with the proprietary fund's principal ongoing operations. The principal
coperating revenues of the Township's enterprise funds are sewer and waste recycling fees.
Operating expenses for the Township's enterprise funds include sewer disposal, recycling,
supplies and administrative costs, and depreciation. All revenues or expenses not meeting this
definition are reported as nonopserating revenues and expensas.

Private-sector standards of accounting and financial reporting iIssued prior o December 1,
1989 are followed in both the entity-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent
private-sector guidance for their business-type activities and enterprise funds, subject to this
same [imitation. The Township has elected not to follow subsequent privafe-sector guidance.,

Flduciary Funds

Trust and Agency Funds - Trust and Agency Funds are used to account for assets held by the
Township in a frustee capacity or as an agent for individuals, private organizations, other
governments and other funds. These include Pension Trust, Insurance Trust and Agency Funds.
The Pension Trust Funds account for the activities of the Police Pension Fund, the Non-
Uniformed Pension Fund and the Sewer Pension Fund. The Insurance Trust Funds account for
the activities of the Police Retirement Insurance Fund and the Non-Uniformed Insurance Fund.
Pension and Insurance Trust Funds are accounfed for in essentially the same manner as
proprietary funds since the measurement of the economic resources is critical. Agency Funds
are custodial in nature (assets equal liabilities) and do not involve measurement of resuits of
operations. The Agency Fund accounts for the escrow account heid by the Township.

Budgeis

Budgets are adopted on a basis consistent with generally accepted accounting principles.
Annual appropriated budgets are adopted for the general fund, capital reserve fund and
stafe fund speclal revenue fund, which is a nonmajor governmental fund. Al annual
appropriations lapse at fiscal year end. For 2007, there were no revisions to the general fund
budget,
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NOTE 1

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (coni'd)

Cash and Cash Eguivalents

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

Restricied Assets

Certain proceeds of the Sewer Revenue Bonds, as well as resources set aside for their
repayment, are classified as restricted assefs on the statement of net assets because thelr use
is limited by applicable bond covenants and to fund capital assets.

Investments

Investments consist of cerlificates of deposit, U.S. Government securities and pooled
investment programs held by the Pennsylvania Local Government Investment Trust and are
recorded at fair value.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding
at the end of the fiscai year are referred to as either "due toffrom other funds” {i.e., the current
portion of interfund loans) or "advances to/from other funds' {i.e., the noncurrent portion of
interfund loans). Any residual balances outstanding between the governmental activities and
business-iype activities are reported in the entity-wide financial statements as “internal
balances."

Capital Assets

Capitat assets, which include property, piant and equipment, are reporied in the applicable
governmentat or business-type acfivities columns in the entity-wide financial staternents as well
as in the proprietary fund financial statements. Capitat assets, other than infrastructure, are
defined by the Township as assets with an inifial, individual cost of more than $5,000 and an
estimated useful life in excess of one year. Such assets are recorded at historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair value at the
date of donation.

The Township reports infrastructure assets on a nefwork and subsystem basis. Accordingly, the
amounis spent for the construction or acquisition of infrastructure assets are capiltalized and
reported in the govermment-wide financial statements regardless of their amount.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materiaily extend assets' lives are not capitalized.

Maijor outlays for capital assets and improvementis are capitalized as projects are constructed,
Inclusive of ancillary costs.
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NOTE 1

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Property, plant and equipment of the Township is depreciated using the straight-line methed
over the following estimated useful lives:

Machinery and equipment 5-20 years
Vehicles 5-10 years
Land improvements 10-20 years
Buildings and improvements 25-40 years
Utitity sysiems 25-40 yedrs
Infrastructure 20-60 years

Compenscted Absences

Full-time employees are granted vacation benefits in varying amounts to specified maximums.
sick leave accrues to full-time, permanent employees and can be carried over from year fo
year. After 20 years of service, employees who retire are entitled o 20 percent of their
accrued sick leave. The liability for these compensated absences is recorded as long-term
debt in the entity-wide and proprietary fund financial statements. The current portion of this
debt is estimated based on hisiorical frends. In the fund financial statements, governmental
funds report a liability for compensated absences only if they have matured. Historically, the
general fund has been responsible for liquidation of compensated absences associated with
govermnmental activities. Compensated absences associated with business-type activities are
liquidated from the fund in which the liability was generated.

Long-lerm Cbligations

In the entity-wide financial statements and proprietary fund financlai statements, Iong-térm
debt and other long-term obligations are reported as liabilities. Bond premiums and discounts
are deferred and amortized over the life of the bonds using the straight-line method.

Bonds payable are reported net of the applicable bond premium or discount, Bond issuance
costs are reported as deferred charges and amortized over the term of the refated debt.
Deferred amounts are recorded as a decrease to debt payable and amortized over the life of
fhe debt.

in the fund financial statements, governmental fund types report discounts, as well as bond
issuance costs, during the current period. The face amount of debt lssued Is reported as other
financing sources. Premiums received and discounts paid on debt issuances are reported as
other financing sources and uses. lssuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures, except for refundings
paid from proceeds which are reported as other financing uses.

Fund Equity

in the fund financial statements, govermnmental funds report reservations of fund balance for
amounts ihat are not available for appropriaiion or are legally restricted by outside parties for
use for a specific purpose.
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NOTE 2

NOTE 3

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

DEPOSITS AND INVESTMENTS (cont'd)

Investments

Statutes authorize the Township o invest in obligations of the U.5. Treasury; agencies and
instrumentailties; deposits in savings accounts or time deposits or share accounts of Institutions
insured by the Federal Deposit Insurance Corporation (FDIC), the Federal Savings and Loan
Insurance Corporation (FSLIC) or the National Credit Union Share Insurance Fund (NCUSIF). The
Township also is authorized to invest in obligations of the United States of America or any of ifs
agencies of instrumenialities backed by the full faith and credit of the United States of America
or the Commonwealth of Pennsylvania or any of its agencies or instrumentalities.

As of December 31, 2007, the Township had the following investments:
Money market mutuai funds — U.S. Treasury obligations 8 3,682,902

Custodial Credil Risk

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 o recover the value of its investmenis or collateral
security that are in the possession of an oufside party. As of December 31, 2007, none of
Township's investments were subject to custodial credit risk.

INTERFUND TRANSFERS

Interfund fransfers:

Transfers out: Transfers in:

General fund $ 2,839,719 Capital reserve $ 2839719
Sewer fund 25,500 Sewer Authority 25,500
Total $2.865219 $2.865.219

Transfers represent funds set aside for the anticipation of future capital needs and o fund the
administrative costs of the Sewer Authority.

Eliminations of interfund activity:

Sewer
Sewer fund Authority Totals

Revenue:

Lease rental fees 8 - $1,192.884 51,192,884
Total 5 - §1,192.884 1.1 4
Expenses:

Administration $1,192.884 8 - 51,192,884
Total 19 4 s - 1,1 84

-39-



WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NOTE 3 INTERFUND TRANSFERS (cont'd)

These amounts have been eliminated in the statement of revenues, expenses and changes in
net assets — proprietary funds. These amounts represent operating lease paymenis and
receipts for the sewer system between the primary govemment and the component unit and
are reflected in the fund statements as fransfers.

NOTE 4 CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2007 was as follows:

Beginning Ending
Balance Increases Decreases Balgnce

Govermnmental Activities:
General capital assets

not being depreciated:
Land $ 3,128,044 § - § - § 3,128,044
Construction-in-progress - 15,738 - 15,738
Total general caplial assets

not being depreciated 3.128.044 15.738 - 3,143.782
General capital assets

being depreciated:
Bulldings and improvements 6,937,782 - - 6,937,782
Vehicles 1,207,042 120,532 96,021 1,231,553
Infrastructure 45,189,907 747,571 - 45,937,478
Land improvements 2,047,019 - - 2,047,019
Machinery and equipment 2,945,308 92.319 32,478 3,005,149
Total general capital assets

being depreciated 58.327 058 960,422 128,499 59,158,981
Accumulated depreciation:
Buildings and improvements 839,678 132,564 - 972,242
Vehicles 458,337 190,848 71,822 577,363
Infrastructure 22,817,585 1,055,124 - 23,872,709
Land improvements 799,381 48,307 - 847,688
Machinery and equipment 1,055,663 180,278 20.650 1,215,291
Total accumutated

depreciation 25.970,644 1,607,121 92,472 27,485,293
Total general capital assets

being depreciated, net 32,356,414 (646,699) 36.027 31,673,688
Govermnmental Activities, Net  $35,484.458 $ (630,961) § 36027 $34.817.470
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NOTE 4

WEST GOSHEN TOWNSHIP

NOTES 7O FINANCIAL STATEMENTS

CAPITAL ASSETS (cont'd)

Business-type Activities:

Capital assets not being
depreciated:

Land

Construction-in-progress

Totai capital assets not
being depreciated, net

Capiftal assets being
depreciated:

Collection system -
infrastructure

Land improvements

. Buildings and improvements

Vehicles

Equipment

Total capital assets being
depreciated

Accumuliated depreciafion:

Collection system -
infrastructure

Land improvements

Buildings and improvements

Vehicles

Equipment

Total accumulated
cdiepreciation

Totai capital assets being
depreciated, net

Business-type Activities, Net

Beginning Ending

Balance Increqses Decredses Balance
$ 82083 § - § - § 82083
689,707 168,740 829 605 28,842
771,790 168,740 829,605 110,925
16,268,034 - - 16,268,036
560,571 - - 560,571
11,606,882 404,357 - 12,011,239
238,189 - - 238,189
7.554.751 489,206 13,652 8.030,305
36,228,429 893,563 13,562 37.108.340
6,319,237 292,825 6,612,061
150,123 11,164 - 161,287
4,771,311 271,593 - 5,042,903
115,160 24,663 - 139,823
3.037.477 281,135 12,287 3,306,326
14,393.308 881,380 12,287 15,262.401
21,835,121 12,183 1,365 21.845939
422606911 $ 180923 $ 830970 $21.956,864

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

Governmental Activities:
General government
Public safety

Public works

Culture and recreation

Total Depreciation Expense - Govermnmental Activities

Business-type Activities:

Sewer opergtions
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NOTE 5

NOTE 6

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

CAPITAL LEASES - LESSEE

The Township entered info lecase agreements as lessee for financing the acquisition of
vehicles and q brush chipper. These lease agreements qualify as capltal leases for
accounting purposes and, therefore, have been recorded at the present vaiue of future
minimum lease payments as of the inception date.

Vehicles and brush chipper acquired through capital leases $ 698,430
Less: accumulated amortization [155,964)
Total $ 542466

Future minimum lease obligations and the net present value of these minimum lease
payments as of December 31, 2007 are as follows:

Year Ending December 31,

2008 $ 111,891
2009 60,192
2010 42 565
2011 2
Total minimum lease payments 214,650
Less: amount representing interest (18.070)
Present value of minimum lease paymenis 5 196,580

The amortization of leased vehicles and equipment is included under depreciation expense.

LONG-TERM DEBT

Governmenial Activities:

Delaware Valley Regional Finance Authority -

General Obligafion Note with interest af variable rates not to

exceed 15% per annum, payakle annually. Interest rates

change on a weekly basis and are determined by the Bond

Market Association index. As of December 31, 2007, the

interest rate is 3.68%. Maturliy date is July 25, 2008, $ 308,000

Delaware Valley Regional Finance Authority -
General Obligation Note with interest at a fixed rate of 4.909%
per annum, payable annually. Maturity date is July 25, 2018, 4,418,000

4,726,000
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WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NOTE 6 LONG-TERM DEBT (cont'd)

Business-type Activities:

Sewer Revenue Bonds, Series 2003, currently refunded Series
1995, with interest varying from 2.15% fo 3.6%, payable semi-
annually. Maturity date is September 1, 2013. 3,405,000

Delaware Valley Regional Finance Authority note with interest

at variable rates not to exceed 25% per annum, payable

annually. Interest rates change on a weekly basis and are

determined by the Bond Market Association Index. As of

December 31, 2007, the interest rate is 3.65%. Maturity date

Is July 25, 2018. 4.114.000
7,519,000

Grand Total $ 12,245,000

An analysis of debt service requirements including sinking fund requirements to maturity on
these obiligations is as follows:

Govemmental Activilies:

Total

Year Ending December 31, Principal interest Maturities
2008 $§ 425,000 § 228,923 S 853,923
2009 332,000 201,318 . 533,318
2010 347,000 185,020 532,020
2011 363,000 167,984 530,986
2012 380,000 150,164 530,166
2013-2017 2,180,000 453,101 2,633,101
2018 499.000 24,494 523,496
$ 4.724,000 $ 1,411,010 $ 6,137,010

Business-type Activities:
Total

Year Ending December 31, Principal Interest Maturities
2008 $ 816,000 S 249,435 $ 1,065,435
2009 845,000 224,707 1,069,707
2010 880,000 197,194 1,077,194
2011 211,000 167,076 1,078,076
2012 942,000 134,928 1,076,928
2013-2017 2,655,000 300,320 2,955,320
2018 470,000 10,018 480,018
$ 7.519,000 $ 1.283.678 $ .8.802.678
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NOTE 6

NOTE 7

NOTE 8

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

LONG-TERM DEBT (cont'd)

A schedule of changes in debt s as foliows:

Amounts
Beginning Ending Due Within
» Balance Additions Retirements Balance Qne Yeqr
Governmental Activities:
General obllgation notes $ 5,317,000 - $ 591,000 $§ 4,726,000 5625000
Capital leases payable 300,016 50,089 153,525 196,580 101,124
Compensated absences 51¢.212 297844 348 089 469,669 32877
Total Govermnmental Activities  § 6,136,928 § 347935  51.092614 § 5392249 §759.001
Amounts
Beginning Ending Due Within
Balance Adidlitlons Retirements Balance One Year
Business-type Activilies:
Sewer tevenue bonds $ 3920000 § - % 515000 § 3,405,000 % 525000
Sewer revenue notes 4,391,000 - 277,000 4,114,000 291,000
Compensated absences 169,917 83.989 92897 ___ 161,009 11,270
Total Business-type Activiles  § 8,480,917 §_8398% & 884897 § 7,680,009 $827270

TAXES

For 2007, the following tax was levied on assessed value of real estate:
1.50 Mills for genertal purposes

The taxable assessed valuation of property as of December 31, 2007 was $1,968,530,192,

The reqi estate tax collection caiendar is as follows:

initial Billing - March 1

Discount Period - March 1 - April 30
Face Period - May - June 30
Penaity Period - July 1 and thereafter
Lien Date - February 28

Ofher taxes levied in 2007;
Real Estate Transfer

- 1% of sale price

Earned Income Tax
Emergency and Municipal Services Tax -

- 1% of gross income
$52 per year

POLICE PENSION FUND
Plan description and provisions:

The West Goshen Township Police Pension Fund is a single-employer defined benefit pension
pian controlled by the provisions of Ordinance No. 5-1977 dafed June 14, 1977, as
amended. The plan is governed by the Board of Township Supervisors, which is responsible for
the management of plan assets. The Board of Township Supervisors has delegated the
authority to manage certain plan assefs to Aetna Life Insurance Company and Bryn Mawr
Trust Company. West Goshen Township issues a stand-aione financial report that includes
audited financial statements and required supplementary information. Coples of that report
can be obtained at the Township Administration Bullding.
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WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POLICE PENSION FUND {cont'd)

Plan Membership

Actuarial valuation report Form 205, filed with the Public Employee Refirement Study
Commission and dated as of January 1, 2007, the most recent actuarial date, disclosed that
pension plan membership consisted of the following:

Active employees 25
Retirees and beneficiaries currently

receiving benefits ?
Vested terminated members 1
Total 29

Benefit Provisions

Actuarial valuation report Form 205, filed with the Public Employee Retirement Study
Commission and dated as of January 1, 2007, disclosed that the pension plan benefit
provisions are as follows:

Employees are eligible for normal retirement at age 55 with 25 years of continuous service
and are entitled to a monthiy pension equai to 50 percent of average monthly pay, plus a
service increment of $25 per month for each year of service in excess of 25 years but not
more than $100 additional per month. A member becomes 100 percent vested in the benefit
accrued after 12 or more years of continued service. Payments continue after the member's
death to the surviving spouse, or eligible child, equal to 50 percent of the monthly pension
payable to the member at the time of death.

Employees are eiigible for early retirement after 20 years of service. The monthly early
retirement pension benefit is equal to the actuarial equivatent of the benefit accrued ta the
early retirement date.

It an empioyee continues working after the normal retirement date, the pension benefit does
not start until the employee actudlly retires. The monthly late retirement pension benefit is
equal to the actuarial equivalent of the benefit accrued to the late retirement date.

If an active member dies in the line of duty, fhe member's surviving spouse or eligible child will
receive a monthly death benefit equal to 100 percent of the member's monthly salary at the
fime of death. If a member is eligible for retirement at the time of death, a monthly death
benefit is payable to his surviving spouse, or eligible child, equal to 50 percent of the monthiy
pension benefit the member would have been receiving had he been retired at the time of
death,

An active member is eligible for a monthly disability benefit if the member is disabled In the

line of duty. The disability pension is equal to 50 percent of the member's monthly salary at
the time of disability.
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WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POLICE PENSION FUND (contd)

Members' confributions are o be five percent of monthly regular salary, overtime, extia duty
and longevity pay. Members' centributions are credited with 5.0 percent annuat interest,

Basis of Accounting
The plan's policy is to prepare its financial statements on the accrual basis of accounting.

Method Used to Value Investmenis

In accordance with GASB No. 25, investments are reported at fair value. Short-term investments
are reported at cost, which approximates fair value. Securities fraded on a national or
infernational exchange are valued ai the last reporied sales price at current exchange rates.

The pension plan's unailocated insurance coniracts are valued at contract value. Contract
value represents contributions made under the contract plus interest at the contract rate, less
funds used to purchase annuities and pay administrative expenses charged by the insurance
company. Funds under the contract that have been dilocated and appiied to purchase
annuities are excluded from the pension plan's assets.

Deposits and nvestmenis

Deposits
Custodial Credii Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be returned. At December 31, 2007, the canrying amount of the Police Pension Plan's
deposits was $376,071, which is equal to the deposits in a Federated Prime abligations fund held
by the trustee of the pension in the Township's name. None of this balance was subject fo
custodial credif risk.

Investments

The Investment objective of the West Goshen Township Police Pension Plan Is fo maintain a
batanced portfolic comprised of equity, fixed income and cash equivatent securfties and, as
such, is intended to be structured less aggressively than equity-orienfed portfolios.

As of December 31, 2007, the Township Police Pension Plan had the following Investments:

Less Than

Fair Value One Year
Domestic equity mutual funds § 4,482,743 $ 4,482,743
Intermnational equity mutual funds 631,405 631,405
Fixed income funds 2,121,264 2,121,264
Unallocated insurance contract 858,971 858.971
TOTAL $8.094,383 § 8,094,383
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WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POLICE PENSION FUND (cont'd)

Investmenis in external investment pools, such as those in mutual funds, are disclosed but not
subject to interest rate, custodial, credit or concentration risks because they are not evidenced
by securities that exist in physical or book entry form.

Conhributions

Act 205 requires that annual contributions be based upon the minimum municipal obligation
(M.M.O.). The M.M.O. is based upon the pian’s biennial gctuarial valuation. Employees were
required to contribute five percent to the plan during 2007. The state provides an aliocation of
funds which must be used for pension funding. Any financial requirement established by the
M.M.O. which exceeds the state and employee contributions must be funded by the employer
in accordance with Act 205,

Administrative Costs

Administrative costs, including the investment manager, custodial trustee and actuarial services,
are charged to the plan and paid from the general fund, which is reimbursed as pension
investments are liquidated.

Annual Pension Cost

The required contibution was determined as part of the January 1, 2007 actuarial valuation
using the entry age normai actuarial cost method. The actuarial assumptionsincluded (@)a 7.0
percent investment rate of return (net of administrative expenses) and (b) proiected salary
increases due to inflation of 5.0 percent per year, compounded annually, The actuarial value
of assets was determined using techniques that smooth the effect of short-ferm volatility in the
market value of investments over a five-year period. The unfounded actuarial accrued liabiity is
being amortized as a level percentage of projected payrolls on a level dollar closed basis. The
remaining amortization period at December 31, 2007 was 8 years.

Three-Year Trend Information

The actuarial information Is requited by Act 205 biennially, except for distressed pension plans,
which require annual reporting. The three-year historical information required to be disclosed,
beginning as of January 1, 2005 is as follows:

Unfunded

{assets in

Unfunded excess of)

(assets in Accrued
excess of} Liability

Actuarial Actuarial Percentage Accrued Annual as a % of
Calendar Value of Accrued Funded Liability Covered Payroll
Year Agsets Liabitity {1142} (2)-41) Payroll {4)/(5)
1/1/G5 $5,810,986 7.384,825 80.0% $ 1,473,839 $2,067,878 71.6%

1'[1 106 * * * * * *

1/1/07 $7,735,661 | $8,369,244 92.4% $633,583 $2,131,465 28.76%
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NOTE &

NOTE 9

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POLICE PENSION FUND (cont'd)

SCHEDULE OF CONTRIBUTIONS FROM EMPLOYER
AND QTHER CONTRIBUTING ENTITIES

Year Ended December 31 Annual Required Contribution Percentage Contributed
- 2008 | $384,698 100%
2006 $375,796 100%
2007 $380,134 100%

NON-UNIFORMED PENSION FUND

Plan description and provisions:

The West Goshen Township Non-Uniformed Pension Fund is a single-employer defined benefif
pension plan covering the Township's full-time administrative and road employees. The plan is
governed by the Board of Township Supervisors, which is responsible for the management of
pian assets. The Board of Township Supervisors has delegated the authority to manage certain
plan assets to Aetna Life Insurance Company and Bryn Mawr Trust Company. West Goshen
Township issues a stand-alone financial report that inciudes audited financial statements and
required supplementary information. Copies of that report can be obiained at the Township
Administration Building.

Plan Membership

Actuarial valuation report Form 205, filed with the Public Empioyee Retirement Study Commission
and dated as of January 1, 2007, the most recent actuarial date, disclosed thaf pension plan
membership consisted of the following:

Active employees 43

Retirees and beneficiaries currently
receiving benefits

Vested terminated members

B lo e

Total

Benedfit Provisions

Actuarial valugtion report Form 2035, filed with the Public Employee Refirement Study Commission
and dated as of January 1, 2007, disclosed that the pension plan benefit provisions are as
follows:

Employees are eligible for normal retirement at age 65 with 10 years of service, or at age 60
with 20 years of service, and are entitled to 1.5 percent of average base earnings for the last 36
months of employment multiplied by service up to 35 years; for employees hired before July 1,
1980, 35 percent of average base earnings for the highest 60 consecutive months out of the
final 120 months of employment.
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NOTE ¢

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NON-UNIFORMED PENSION FUND (cont'd)

Employees are eligible for early retirement at age 50 with 15 years of service. The monthly
early retirement pension benefit is equal to the actuarial equivalent of the benefit accrued o
the early retrement date.

if an employee continues working after the normai retirement date, the pension benefit does
not start until the employee actually retires. The monthly late retirement pension benefit is
equal to the actuarial equivalent of the benefit accrued to the late refirement date.
Active members who become totally and permanently disabled receive accrued benefits
immediately, based on a five year minimum service requirement. Disability must be work-
related.

Vesting starts at 50 percent after five years, increasing 10 percent each year for five years,
then to 100 percent after 10 years of service.

Basis of Accounting
The plan's policy is to prepare its financial statements on the accrual basis of accounting.

Method Used to Value Investments

In accordance with GASB No. 25, investments are reported at fair value. Short-term
investments are reported at cost, which approximates fair value. Securities traded on a
national or international exchange are valued at the last reported sales price at current
exchange rates.

The pension plan's unallocated insurance confracts are valued at contract value. Contract
value represents contributions made under the coniract plus interast af the contract rate, less
funds used to purchase annuities and pay administrative expenses charged by the insurance
company. Funds under the contract that have been allocated and applied o purchase
annuities are excluded from the pension plan's assets.

Depaosits and Investments
Deposits
Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's deposifs
may not be retumed. Al December 31, 2007, the carrying amount of the Non-Uniformed
Pension Plan's deposits was $183,841, which is equal to the deposits in a Federated Prime
obligations fund held by the trusiee of the pension in the Township's name. None of this
balance was subject to custodial credit risk.
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NOTE ¢

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NON-UNIFORMED PENSION FUND {cont'd)
Invesfments

The Investment objective of the West Goshen Township Non-Uniformed Pension Plan is to
maintain o balanced portfolio comprised of equily, fixed income and cash equivalent
securities and, as such, Is iInfended to be structured less aggressively than equity-oriented
porifolios.

As of December 31, 2007, the Township Non-Uniformed Pension Plan had the following
investments:

Less Than

Eair Value One Year
Domestic equity mutual funds $ 1,948,927 S 1,948,927
International equity mutual funds 274,178 274,178
Fixed income funds 797.824 797,824
Unallocated insurance contract 476,461 476,461
TOTAL $3,497.390 $ 3.497.390

Investments in external investment pools, such as those in mutual funds, are disclosed but not
subject to interest rate, custodial, credit or concentration risks because they are not
svidenced by securities that exist in physical or book entry form,

Contributions

Act 205 requires that annuai contributions be based upon the minimum municipal ckligation
(M.M.OQ.}. The M.M.O. is based upon the plan’s biennial actuarial valuation. Employees were
not required to contribute to the pian during 2007. The state provides an aliocation of funds
which must be used for pension funding. Any financial requirement established by the
M.M.O. which exceeds the stale and employee contributions must be funded by the
employer In accordance with Act 205,

Administrative Costs

Administrative costs, including the investment manager, custodial frustee and actuarial
services, are charged to the plan and paid from the general fund, which Is reimbutsed as
pension investments are liquidated.

Annual Pension Cost

The required contribufion was determined as part of the January 1, 2007 actuarial valuation
using the entry age normat actuarial cost method. The actuarial assumptions included (Q) a
7.0 percent investment rate of return (net of administrative expenses) and (b) projected salary
increases due to inflation of 5.0 percent per year, compounded annually. The actuarial
value of assets was determined using techniques that smooth the effect of short-term volatility
in the market vaiue of investments over a five-year period.

-80-



WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

NOTE @ NON-UNIFORMED PENSION FUND (cont'd)
Three-Year Trend Information
The actuariai information is required by Act 205 biennially, except for distressed pension plans,
which require annuai reporfing. The three-year historical information required to be disclosed,
beginning as of January 1, 2005 Is as follows:
Unfunided
{assets in
Unfunded excess of)
{assets in Accrued
excess of} Liability
Actuarial Actuarial Percentage Accrued Annual as a % of
Calendar Value of Accrued Funded Liahility Covered Payroll
Year Assets Liability {112} {2)-(1) Payroll {41(5}
1/1/05 $2,674,787 | 2,845,058 80.5% & 270,271 | $1,694,943 15.9%
1',11 ]06 ® *® * * #* *
1/1/07 $3,338,214 | $3,135,6564 106.5% $(202,560) | $1,854,366 {10.9)%
SCHEDULE OF CONTRIBUTIONS FROM EMPLOYER
AND OTHER CONTRIBUTING ENTITIES
Year Ended December 31 Annual Required Contribution Percentage Contributad
2005 $219,414 100%
2006 $210,308 100%
2007 $211,794 100%
NOTE 10 SEWER PENSION PLAN

Plan description and provisions:

The West Goshen Township Sewer Pension Fund is a single-employer defined benetit pension
plan covering the Township's full-time sewer employees. The plan is governed by the Board of
Township Supervisors, which is responsible for the management of plan assets. The Board of
Township Supervisors has delegated the authority to manage certain plan assets to Aetna Life
Insurance Company and Bryn Mawr Trust Company. West Goshen Township issues a stand-
alone financial report that includes audited financial statements and required suppiementaty
information. Copies of that report can be obtained at the Township Administration Building.
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NOTE 10

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SEWER PENSION PLAN (coni'd)

Plan Membership

Actuarial valuation report Form 205, filed with the Public Employee Retirement Study
Commission and dated as of January 1, 2007, the most recent actuarial date, disclosed that
pension plan membership consisted of the foilowing:

Active employees 21
Retirees and beneficiaries currently

recelving benefits ]
Vested terminaied members _3
Total 30

Benefit Provisions

Actuarial valuation report Form 205, filed with the Public Employee Retirement Study
Comrnission and dated as of January 1, 2007, disclosed that the pension plan benefit
provisions are as follows:

Employees are eligible for normai retirement at age 65 with 10 years of setvice, or at age 60
with 20 years of service, and are entitled to 1.5 percent of average base earnings for the last
36 months of empioyment multiplied by service up to 35 years; for employees hired before
July 1, 1980, 35 percent of average base earnings for the highest 60 consecutive months out
of the final 120 months of employment.

Employees are eligible for early retirement at age 50 with 15 years of service. The monthly
early retirement pension benefit is equal to the actuarial equivalent of the benefit accrued fo
the early retirement date.

If an employee continues working after the normal retirement date, the pension benefit does
not start until the employee actually refires. The monthly late retirement pension benefit is
equal to the actuarial equivalent of the benefit accrued to the late retirement date.

Active members who become totally and permanently disabled receive accrued benefits
immediately, based on a five year minimum service requirement. Disabifity must be work-
related.

Vesting starts at 50 percent in the fifth year, increasing 10 percent each year for five years,
then to 100 percent after 10 years of sefvice.

Members are not required to contribufe to the plan.

Basis of Accounting

The plan's policy is to prepare its financial statements on the accrual basis of accounting.

-52-



NOTE 10

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SEWER PENSION PLAN (cont'd)

Method Used fo Value Invesiments

In accordance with GASE No. 25, investments are reported at fair vaiue. Short-term investments
are repotted at cost, which approximates fair value. Securities traded on g national or
international exchange are valued at the last reported sales price at current exchange rates.

The pension pian's unallocated insurance contracts are valued at contract value. Coniract
value represents contributions made under the contract plus interest at the contract rate, less
funds used to purchase annuities and pay administrative expenses charged by the insurance
company. Funds under the contract that have been alliocated and applied to purchase
annuities are excluded from the pension plan's assets.

Deposits and Investments
Deposits
Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank faiiure, the government's deposits may
not be returned. Al December 31, 2007, the carrying amount of the Sewer Pension Plan's
depasits was $105,570, which is equal to the deposits in a Federated Prime obligations fund held
by the trustee of the pension in the Township's name. None of this balance was subject fo
custodial credit risk.

Invesiments
The Investment objective of the West Goshen Township Sewer Pension Plan is to maintain a
balanced portiolio comprised of equity, fixed income and cash equivalent securities and, as

such, is infended to be structured less aggressively than equity-oriented portfolios.

As of December 31, 2007, the Township Sewer Pension Plan had the following investmenis:

Less Than

Fair Value One Yeqr
Domestic equity mutuai funds § 1,253,694 § 1,253,694
International equity mutuai funds 175,201 175,201
Fixed income funds 373,165 373,165
Unallocated insurance contract 428 830 428 830
TOTAL $2,230.890 $ 2.230,890

Investments in external investment poois, such as those in mutual funds, are disclosed but not
subject fo interest rate, custodial, credit or concentration risks because they are not evidenced
by securities that exist in physical or book eniry form.
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NOTE 10

WEST GOSHEN TOWNSHIP

NOTES 7O FINANCIAL STATEMENTS

SEWER PENSION PLAN (cont'd)

Contributions

Act 205 requires that annual coniributions be based upon the minimum rmunicipal obligation
{(M.M.Q.). The M.M.O. is based upon the pian's biennia! actuarial valuation. The state provides
an allocation of funds which must be used for pension funding. Any financial requirement
established by the M.M.O. which exceeds the state and employee contributions must be funded
by the employer in accordance with Act 205,

Administrative Costs

Administrative costs, including the investment manager, custodial trustee and actuarial services,
are charged to the plan and paid from the general fund, which is reimbursed as pension
investments are fquidated.

Annual Pension Cost

The required contribution was determined as part of the January 1, 2007 actuarial vatuation
using the enfry age normal actuarial cost method. The actuarial assumptions included (o} 7.0
percent investment rate of return (net of administrative expenses) and (b} projecied salary
increases due to inflation of 5.0 percent per vear, compounded annuadlly. The actuarial value
of assets was determined using techniques that smocth the effect of short-term volatility in the
market value of investments over a five-yedr pericd. The unfounded actuatial accrued liability is
being amortized as a level percentage of projected payrolls on a level dollar closed bases. The
remaining amortization period at December 31, 2007 was 8 years.

Three-Yedr Trend Information

The actuarial information is required by Act 205 biennially, except for distressed pension plans,
which require annual reporting. The three-year historical information required to be disclosed,
beginning as of January 1, 2007 is as follows:

Unfunded
{assets in
Unfunded excess of)
{assets in Accrued
excess of} Liability
Actuarial Actuarial Percentage Accrued Annual as a % of
Calendar Value of Accrued Funded Liability Covered Payroli
Year Assets Liability {11/(2} {(21-{1] Payroli {4}/(5)
1/1/08 $1,588,682 | $2,099,123 75.7% $ 510,441 | $836,643 61.0%
1 ,,‘1 /06 * #* * * * *
1/1/07 $2,118,782 | $2,365,083 89.6% $246,311 $880,513 28.0%
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NOTE 10

NOTE 11

NOTE 12

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

SEWER PENSION PLAN (cont'd)

SCHEDULE OF CONTRIBUTIONS FROM EMPLOYER
AND OTHER CONTRIBUTING ENTITIES

Year Ended December 31 Annual Required Contribution Percentage Contributed
2005 $142,095 100%
2006 $144,776 100%
2007 5148,467 100%

VILLAGE OF SHANNON

The Village of Shannon Homeowner's Association maintains an escrow account with West
Goshen Township. The money that West Goshen is holding for the Village of Shannon is
currently invested in a savings account. Any interest earned is forwarded to the Association
at ifs request. As of December 31, 2007, the carrying value of the escrow account is
$66,709.

POST-RETIREMENT MEDICAL BENEFITS

In addition to the pension benefits described in the preceding notes, the Township has
established benefits for eligible employees to have health care benefits provided after
retirement.

Medical Benefits Payable Upon Refirement

The Uniformed and Non-Uniformed Post-Retirement Medical Benefit Plans are singlte-employer
plans controlled by Township ordinances, as amended. The plan is governed by the Board
of Township Supervisors, which is responsible for the management of plan assets, The Plan's
policy Is fo prepare its financial statements on the accrual basis of accounting. Adminisfrative
costs, including the investment manager, custodial trustee and actuarial services, are
charged to the plan and paid from the generai fund, which is reimbursed as pension
investments are liquidated.

Police Insurance Fund

A police officer is eligible for post-refirement benefits if he or she retires after attainment of
age 55 and completion of 25 years of service.
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NOTE 12

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

POST-RETIREMENT MEDICAL BENEEITS (cond'd)

Non-Uniformed Insurance Fund

A non-uniformed employee is eligible for post-retirement benefits if he or she retires after
completion of the following requirements:

1. affalnment of age 55 and completion of 25 years of servics, or
2. atiainment of age 60 and completion of 20 years of service.

For eligible retfirees, the plans will pay 100 percent of the retiree's medical insurance
premiums unfil age 65. The medical coverages provided include comprehensive medical,
vision, dental and prescription drug coverage. If the refiree should die, premiums paid by
the plan for the retiree shall cease. Police officers or non-uniformed employees who die or
terminate employment prior to reaching the retirement requirements described above will
not receive bensfits under the plans.

Life-Insurance Payable Upon Retirement

A police officer or non-uniformed employee who is eligible for post-retirement benefits (as
described above) will be provided with the employser-paid life and accidental death and
dismemberment insurance uniil age 65. The amount of coverage will be $10,000.

The benefits are advance-funded using the projected unit credit cost method. Projected
costs are allocated evenly from the date of hire to the date of full eligibility, in accordance
with SFAS No. 106, Significant actuarial assumptions, based on the latest actuarial review
performed as of January 1, 2005, include a rate of return on investments of 6.00 percent; a
rate of 8.00 percent in health care cost, decreasing by .05 percent per year to an ultimate
rate of 5.50 percent in 2005 and later; ‘and life insurance cost calculated assuming a
monthly premium of $.045 per $1,000 of coverage.

For the year ended December 31, 2007, there were no eligible parficipants recelving
benefits. Plan membership consisted of the following at January 1, 2005 {the most recent
actuatrial date):

Active Retired
Members Members Iotal
Police Insurance Fund 26 1 27
Non-Uniformed Insurance Fund 61 - 61

The Township's actual contributions for 2007, which were used to fund post-employment
benefits, were $59,541 for the Police Retirement Insurance Fund and $89,437 for the Non-
Uniformed Insurance Fund. The actual contribution and the actuarially required contribution
amounts are the same. Net assets available for payment of benefits at December 31, 2007
were $615,406 for the Police Insurance Fund and $672,351 for the Non-Uniformed Insurance
Fund.
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NOTE 12

NOTE 13

NOTE 14

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

PQST-RETIREMENT MEDICAL BENEFITS (cont'd)

Deposits and Investmentis
Deposits
Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits
may not be returned. Af December 31, 2007, the carrying amount of the Police Retfirement
Insurance Fund's deposits was $615,406 and the bank balance was 5615,406. All of the bank
balance was exposed to custodial credit risk because it was uninsured and the collaferal
held by the depository's agent was not in the Township's name. At December 31, 2007, the
carrying amount of the Non-Uniformed Insurance Fund's deposits was $672,351 and the bank
balance was $672,351. All of the bank balance was exposed to custodial credit risk
because it was uninsured and the collateral held by the depository's agent was not in the
Township's name.

CONTINGENT LIABILITIES

The Township is a defendant in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, in the opinion of the Township's legal counsel the resolution of these
matters will not have a material adverse eifect on the financial condition of the Township.

The Township participates in state and county assisted grant programs. These programs are
subject to program compliance audits by the grantors or their representatives. The Township
is potentially liable for any expenditures which may be disallowed pursuant to the terms of
these grant programs. Management is not aware of any material kems of noncompiiance
which would result in the disallowance of program expenditures.

In fiscal year 2007, the Township did nof expend budgeted funds for the 2007 road paving
project due fo a road paving installation defect detected shortiy after the project'send. The
Township withheld the contractor's payment of approximately 51,100,000 pending cotrection
of the work. The funds budgeted for this project were moved forward to the 2008 budget
and will be expended once the road paving installation defect is corrected.

RISK MANAGEMENT

The Township has purchased commeicial insurance policies for various risks of loss related to
torts; theft, damage or destruction of assets; errors or omissions; injuries to employees; or acts
of God. Paymenits of premiums for these policies are recorded as expenses of the Township.
Insurance setflements have not exceeded insurance coverage in any of the past three years.
There were no significant reductions in coverage compared to the prior year.
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NOTE 15

NOTE 16

WEST GOSHEN TOWNSHIP

NOTES TO FINANCIAL STATEMENTS

ON-BEHALF PAYMENTS FOR FRINGE BENEFITS

The Township recognizes as revenue and expenses contributions made by the
Commonwedalih of Pennsylvania o the Township's Police, Non-Uniformed and Sewer Pension
Funds on behalf of fhe Township's employees. In fiscal years 2007 and 2006, the State made
contributions of $339,878 and $330,472, respectively. For the Police and Non-Uniformed
Pension Funds, these contributions are recorded in the General Fund as revenue and
expenditures. For the Sewer Pension Fund, these contributions are recorded in the Sewer
Fund as revenue and expenses.

EXCESS OF EXPENDITURES OVER APFROPRIATIONS

The following funds incurred expenditures in excess of appropriations in the following
amounts for the year ended December 31, 2007:

General Fund:
General government:

Tax coliection $§ 18,684
Public safety:

Police § 75,963

Fire protection § 8,327
Public works - highway and streefs:

Administration § 22,250

Winter mainfenance § 39,097
Capital Reserve Fund:
General government $ 15,180
Culture and recreation § 1,262

The excess expenditures were covered by the available fund balance in the funds.
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WEST GOSHEN TOWNSHIP
BUDGETARY COMPARISON SCHEDULE - CAPITAL RESERVE FUND

FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUES:
Interest earnings
TOTAL REVENUES

EXPENDITURES:
General government
Pubtic works - highways and streets
Culture and recreation
Debt service:
Principal
Interest
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER( EXPENDITURES

OTHER FINANCING SOURCES (USES):
Proceeds from capital lease

Interfund transfers

TOTAL OTHER FINANCING SOURCES
NET CHANGES IN FUND BALANCES
FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

Original
and Final

Budget

_§ 180,000
180,000

132,500

591,000
261,850

985,450

{805,450)

1,234,117

1,234,117

428,667

4,914,618

§ 5,343,285

=61 -

Actual
Amounts
{Budgetary
Basis)

$ 238,302

238,302

15,180
51,510
1,262

591,000
258,426

918,378

(680,076)

2,839,719
2,839,719

2,159,643

4,914,618

$ 7,074,261

Variance
Positive

$ 58,302
__ 58302

(15,180)
80,990
(1,262)

2,524
67,072

125,374

1,605,602
1,605,602

1,730,976



WEST GOSHEN TOWNSHIP

BUDGETARY COMPARISON SCHEDULE - NONMAJOR GOVERNMENTAL FUND TYPE - STATE FUND
FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUES:
Interest earnings
State grants

TOTAL REVENUES

EXPENDITURES:
Public works - highways and streets
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

NET CHANGES IN FUND BALANCES
FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

Original
and Final
Budget

$ 14,000
422,000
436,000

475,002
475,002

(39,002)
(39,002)

99,169

$ 860,167

-2 -

Actual
Amounts

{Budgetary

$

Basis)

17,248
440,216

457,462

50,001

50,001

407,461

407,461

118,745

524,206

Variance
Positive

(Negative)

$ 3,246
18,218
21,462

425,001

425,001

446,463
446,463
17,576

$ 464,039
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West Goshen Township

Governmental Activities Tax Revenues By Source

Last Five Years
(accrual basis of accounting)

Emergency Municipal
Services Tax
10.75%

Earned Income Tax

Real Estate

22.90%

Real Estate Transfer

Sixth year of full-accrual basis accounting.
Priar years statistics are not available.
Emergency Municipal Services Tax enacted on 1/1/2006.

~77 -

58.62%
Emergency

Fiscal Real Estate Real Estate Earned Income Municipal

Year Tax Transfer Tax Tax Services Tax Total

2003 1,402,116 807,367 5,071,263 Q0 7,280,746

_ % of total 19.26% 11.09% 69.65% 100.00%

2004 2,481,655 921,849 5,113,634 0 8,517,138
% of total 29.14% 10.82% 60.04% 100.00%

2005 2,623,930 744,094 5,632,133 0 8,900,157
% of total 28.36% 8.36% 63.28% 100.00%

2006 2,654,040 783,750 6,708,791 942,371 10,988,952
% of total 23.24% 7.13% 61.05% 8.58% 100.00%

2007 2,651,015 861,761 8,530,198 1,197,356 11,140,330
% of total 22.90% 7.74% 58.62% 10.75% 100.00%
Notes:
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West Goshen Township

Assessed Value and Estimated Actual Value of Taxable Property

Last Ten Fiscal Years

Ratio of Total

Assessed Value
to Total
Fiscal Real Estate Estimated

Year Assessed Value Actual Value
1998 * $  1,382,319,830 100.00%
1999 8 1,611,198,090 93.46%
2000 $ 1,496,154,060 90.09%
2001 $ 1,557,579,980 85.47%
2002 3 1,610,621,475 80.65%
2003 ) 1,662,970,630 74.07%
20042 $ 1,663,883,667 £60.61%
2005 3 1,686,941,565 60.61%
2006 5 1,720,874,612 54.95%
2007 3 1,732,148,172 51.81%

Estimated Actual

Value '

€ R F TR 87 A & B O &R

1,382,319,830
1,723,981,956
1,660,731,007
1,822,368,577
1,997,170.,629
2,245,010,351
2,745,408,051
2,783,453,582
3,131,991,794
3,343,045,972

Note: (1) Common level ratio used by Chester County, Pennsylvania, Board of Assessments.

Real Estate

Millage Rate

0.85
.85
0.85
0.85
0.85
0.85
1.50
1.50
1.50
1.50

Note: {2) County-wide reassessment became effective January 1, 1998; real estate was assessed at 100% of

market value.

Note (3) Real Estate tax increase of 76% over prior year.

Sources: Township of West Goshen, Pennsylvania, annual financial statements and Chester County Board of

Assessments.
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West Goshen Township
Properiy Tax Rates
Direct and Overlapping Governments
Last Ten Years

School District

75% Year 2007
Chester County
West Goshen TWP 18%
7%
Fiscal West Goshen

Year Township School District Chesier County Total Millage

1298 0.850 10.690 2.348 13.888
Percent of total 6.12% 76.97% 16.91% 100.00%

1999 0.850 11.060 2.348 14.258
Percent of total 5.96% 77.57% 16.47% 160.00%

2000 0.850 11.380 3.014 15.244
Percent of total 5.58% 74.65% 19.77% 100.00%

2001 0.850 11.630 3.103 15.583
Percent of total 5.45% 74.63% 19.91% 100.00%

2002 0.850 12,110 3.178 16.138
Percent of total 5.27% 75.04% 19.69% 100.00%

2003 0.850 12.590 3.273 16.713
Pearcent of tofal 5.09% 75.833% 18.58% 100.00%

2004 1.500 13.550 3.414 18.464
Percent of tolal 8.12% 73.39% 18.49% 100.00%

2005 1.500 14.320 3.558 19.378
Percent of total 7.74% 73.90% 18.36% 100.00%

2006 1.500 15.180 3.699 20.358
Percerit of total 7.37% 74.46% 18.17% 100.00%
2007 1.500 15.7900 3.804 21.094
Fercent of total 7.11% 74.86% 18.03% 100.00%
Source: Chester County Board of Assessments and Township Finance Department,
Note: Under Cauntywide reassessment, which became effective January 1, 1928, millage rates

decreased monumentally because real estate was assessed at 100% of market value.
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Jurisdiction

West Goshen Township
Direct and Overlapping Governmental Activities Debt
as of December 31, 2007

DIRECT DEBT:
West Goshen Township

OVERLAPPING DEBT:
County of Chester

TOTAL

Noie:

Net General Amount
Obligation Percentage Applicable to
Bonded Debt Applicable to West West Goshen
Qutstanding Goshen Township Township
$ 4,726,000 100.00% $ 4,726,000
$§ 375,153,000 4.89% $ 18,346,041
$ 23,072,041

The percentage of overlapping debt applicable is estimated using taxable assessed property values.
Applicable percentages were estimated by determining the portion of the county's taxable assessed value
that is within the government's boundaries and dividing it by the county's total taxable assessed value.
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West Goshen Township

Computation of Borrowing Capacity 1
December 31, 2007

Year Ended December 31,

2007 2006 2005
Total Revenues $ 21,578,509 $ 21,774,046 § 17,499,816
Deduct excludable items under
Section 8002€(16) of the Act:
Nonrecurring items:
Grants and gifts in aid 650,878 624,795 594,835
Proceeds from general long-term debt 50,089 377,881 190,144
Total Revenues as Defined in
Section 8002©(16) of the Act $ 20,877,542 $ 20,771,370 $ 16,714,837
Total Revenues as Defined in
Section 8002[c]{18] of the Act for the three
years ended December 31, 2007 $ 58,363,749
Borrowing Base - Arithmetic Average of
Total Revenues ‘ 5 19,454,583
Debt Limit 250%

Debt Limitation $ 48,636,458

Note {(1): Calculation in accordance with the Commonwealth of Pennsylvania Local Government Unit Debt Act.
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West Goshen Township
Miscellaneous Statistics

December 31, 2007

Date founded: 1817

Form of government: Second Class Township
Area: 12 square miles

Miles of Roads: 85 miles - municipal roads

40 miles - state roads

Fire/Ambulance protection: 1 volunteer fire company Fame Fire Company
1 volunteer ambulance company Good Fellowship

Police Protection: 25 full-time police personnel and officers

Education: 2 Elementary schools

2 Middle Schools
1 High Schools

Main Township Parks: West Goshen Community Park 32.0 acres
Stoneybrock Park 22.2 acres
Coopersmith Park 15.2 acres
Barker Park 11.5 acres
Hallowell Park 8.2 acres
Robert E. Lambert Park 3.2 acres
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202 Bancroft Building

Media, Pennsylvania 3411 Silverside Road

610.565.5222

REPORT ON INTERNAL CONTROL Wilmington, Delaware 19810
OVER FINANCIAL REPORTING AND ON 302.478.8940
COMPLIANCE AND OTHER MATIERS BASED FAX: 302.478.0133
ON AN AUDIT OF FINANCIAL STATEMENTS www.btcpa.com
PERFORMED IN ACCORDANCE WITH info@btcpa.com

GOVERNMENT AUDITING STANDARDS

Juiy 15, 2008

Board of Supervisors
West Goshen Township
West Chester, Pennsyivania

We have qudited the financial statements of the governmental activities, the business fype activities, each
major fund and the aggregate remaining fund information of West Goshen Township, West Chester,
Pennsylvania as of and for the year ended December 31, 2007, which collectively comprise West Goshen
Township's basic financiai statements, and have issued our report thereon dated July 15, 2008.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporfing

In planning and performing our audit, we considered West Goshen Township's internal control over
financial reporting as a basis for designing our auditing procedurss for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of West Goshen Township's intermal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of West Goshen Township's internal control over financial reporting.

A control deficiency exists when the design ot operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a fimely basis. A significant defictency is a contiol deficiency, or combination of control deficiencies,
that adversely affects West Goshen Township's ability to initiate, authorize, record, process or report
financial data reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement of West Goshen Township’s financial statements that is
more than inconsequential wiil not be prevented or detected by West Goshen Township's internat controil.

A material weakness is a significant deficiency, or combination of significant dsficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by West Goshen Township's infernal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarlly identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did nof identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

BARBACANE
THORNTON
e &UCOMPANY

CERTIFIED PUBLIC ACCOUNTANTS



Board of Supervisors
West Goshen Township
West Chester, Pennsylvania

Complignce and Qther Matters

As part of obtaining reasonable assurance about whether West Goshen Township's financial staternents are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion.

The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reponed under Government Auditing Standards.

This report is intended solely for the information and use of management and the Board of Supervisors of

West Goshen Township, and is not infended to be and should not be used by anyone other than these
specified parties.

BARBACANE, THORNTON & COMPANY
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