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INDEPENDENT AUDITORS' REPORT
Board of Supervisors
West Hempfield Township

Lancaster, Pennsylvania

We have audited the accompanying financial statements of West Hempfield Township (the "Township”),
Pennsylvania, as of and for the year ended December 31, 2016, and the related notes to the financial statements,
which collectively comprise the Township's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the modified cash basis of accounting as described in Note 2; this includes determining that the modified cash
basis of accounting is an acceptable basis for the preparation of the financial statements in the circumstances.
Management is also responsible for the design, implementation and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement, whether due to
error or fraud.

Auditors' Responsibility

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

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

Auditors' Responsibility {Continued)

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

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 2, these financial statements are prepared on the modified cash basis of accounting using
accounting practices and on a form prescribed or permitted by the Pennsylvania Department of Community and
Economic Development (DCED), which is a basis of accounting other than accounting principles generally accepted
in the United States of America.

The effect on the financial statements of the variances between these regulatory accounting practices and accounting
principles generally accepted in the United States of America, although not reasonably determinable, are presumed
to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion on U.S.
Generally Accepted Accounting Principles paragraph, the financial statements referred to above do not present fairly,
in conformity with accounting principles generally accepted in the United States of America, the financial position of
the Township as of December 31, 2016, or changes in financial position for the year then ended. Further, the
Township has not presented a management's discussion and analysis that accounting principles generally accepted
in the United States has determined is necessary to supplement, although not required to be part of, the basic
financial statements.

Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of each fund of the Township as of December 31, 2016, and their respective changes in financial
position for the year then ended, in accordance with financial reporting provisions of the Pennsylvania DCED as
described in Note 2.

Boﬁf;,, Hess & Co., LLP

BERTZ, HESS & CO., LLP
Lancaster, Pennsylvania
March 27, 2017
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016

NOTE 1: NATURE OF ENTITY

West Hempfield Township, Lancaster County, Pennsylvania {the "Township"), which was founded in 1818, has an
approximate population of 16,153 based on the 2010 census report, living within an area of about 20.9 square
miles. The Township is in the southeastern portion of the Commonwealth of Pennsylvania.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements of the Township have been prepared on the modified cash basis of accounting in a form
prescribed by the Pennsylvania Department of Community and Economic Development (DCED). The modified
cash basis of accounting, which is a comprehensive basis of accounting other than United States generally
accepted accounting principles, is similar to the cash basis of accounting except that accounts receivable,
accournts payable, accrued wages and accrued benefits are reflected in the financial statements. Under the
modified cash basis of accounting, a statement of cash flows is not presented and fair value disclosures are
omitted. Accordingly, the financial statements are not intended to present financial position and results of
operations in conformity with accounting principles generally accepted in the United States.

Reporting Entity

The Township is a second class township under the laws of the Commonwealth of Pennsylvania and operates
under a board of supervisors-manager form of government. The financial statements present all fund types and
account groups of the Township. They do not include volunteer fire companies located within the Township,
which are considered independent and have their own boards of directors which are not appointed by the
Township.

Budgets and Budgetary Accounting

As set forth in the Township Code, the Board of Supervisors is required to adopt an annual budget for the
General Fund. The annual budget is prepared in accordance with the basis of accounting utilized by the
General Fund. The Township Manager is authorized to transfer budgeted amounts within and among
departments; however, any revisions that alter the total budgeted expenditures must be approved by the Board
of Supervisors.

Description of Funds

The accounts of the Township are organized on the basis of funds and account groups, each of which is
considered to be a separate accounting entity. The operations of each fund are accounted for with a separate set
of self-balancing accounts that comprise its assets, liabilities, fund balance, revenues and expenditures.
Governmental resources are allocated to, and accounted for, in individual funds based upon the purposes for
which they are to be spent and the means by which spending activities are controlied. The following funds and
groups of accounts are used by the Township:

Governmental Fund Types

Governmental funds are those through which most governmental functions typically are financed. The
acquisition, use and balances of the Township's expendable financial resources, and the related liabilities
(except those accounted for in proprietary funds) are accounted for through governmental funds. The
measurement focus is upon determination of changes in financial position rather than upon net income
determination. The following are the Township’s governmental fund types:
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental Fund Types (Continued)
General Fund
The General Fund is the Township’s primary operating fund and is used to account for all financial
transactions not accounted for in another fund. It receives financial support from a variety of sources
including real estate taxes, earned income tax, licenses and permits, fees for services, interest, and state

and federal distributions. It provides for various services including general Township government, police
protection, and health and welfare programs.

Special Revenue Funds

Special Revenue Funds are used to account for revenue sources that are legally restricted to expenditures
for specific purposes as follows:

Liquid Fuels Fund

The Liquid Fuels Fund is used to account for state distributions of the proceeds from the state tax on
gasoline. Under the Act of June 1, 1956, P.L. 1944, No. 145, this fund must be kept separate from all other
funds and no other funds shall be commingled with this fund. Expenditures from this fund are restricted to

street construction, maintenance and repairs in accordance with Pennsylvania Department of
Transportation regulations.

Street Lighting Fund

The Street Lighting Fund is used to account for all special assessment real estate taxes collected and
disbursements made relative to street lighting.

Fire Hydrant Fund

The Fire Hydrant Fund is used to account for all special assessment real estate taxes collected and
disbursements made relative to fire hydrant service.

Refuse Fund

The Refuse Fund is used to account for revenues from and expenditures of collection and removal of refuse
and recyclable materials.

Transferable Development Rights Fund

The Transferable Development Rights Fund is used to provide financial resources to assist with farmland
and open-space preservation.

Proprietary Fund Type
Proprietary funds are accounted for using the economic resources measurement focus; the accounting

objectives are determination of net income, financial position and cash flows. All assets and liabilities
associated with a proprietary fund’s activities are included on its balance sheet.
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016

NOTE 2: SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Proprietary Fund Type (Continued)
Sewer Fund
The Sewer Fund is used to account for the operations of the Township's sewer facilities.
Fiduciary Funds

Fiduciary Funds are used to account for assets held by the Township in a trustee capacity or as an agent for
other funds and/or other governments as follows:

Police Pension Fund

The Police Pension Fund is maintained to cover uniformed employees and is financed by monies from the
Commonwealth of Pennsylvania.

Non-uniformed Pension Fund

The Non-uniformed Pension Fund is used to cover non-uniformed employees and is financed by monies
received from the Commonwealth of Pennsylvania and West Hempfield Township's general fund.

General Long-Term Debt Account Group
The General Long-Term Debt Account Group is used to account for long-term debt of the Township. There is
no equity in this account group; therefore, the balance sheet - modified cash basis reflects the long-term debt
offset as '‘Other Debits' on the General Long-Term Debt Account Group financial presentation.

General Fixed Assets Account Group
The General Fixed Assets Account Group is used to account for fixed assets used in operations. No
depreciation is recorded on general fixed assets. Disbursements on public domain (“infrastructure”) general
fixed assets, including roads, bridges, curbs and gutters, streets and sidewalks, drainage systems and lighting
systems are recorded as expenditures. The cost of normal maintenance and repairs to buildings and
equipment that do not materially add to the value of the asset or extend asset lives are not capitalized. Fixed
assets that are no longer used in operations are retired.

Cash

The Township considers all demand and time deposit accounts maturing within thirty days, which are not
subject to withdrawal restrictions or penalties, to be cash.

Investments

The Township is authorized by the Pennsylvania Second Class Township Code (the "Code") to invest its funds.
Authorized types of investments for governmental and proprietary funds include the following:
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments (Continued)
1. U.S. Treasury bills
2. Short-term obligations of the U.S. Government or its agencies or instrumentalities.

3. Insured savings and checking accounts and certificates of deposit in banks, savings and loan associations,
and credit unions.

4. General obligation bonds of the U.S. Government or any of its agencies, the Commonwealth of Pennsylvania
or any state agency, or of any Pennsylvania political subdivision.

5. Shares of mutual funds whose investments are restricted to the above categories.

In addition to the investments authorized for governmental and proprietary funds, fiduciary fund investments
may also be made in corporate stocks and bonds, real estate and other investments consistent with sound
business practices.

Compensated Absences

The Township allows uniformed employees to accumulate unused sick leave up to a maximum of 150 days and
non-uniformed employees to accumulate unused sick leave up to a maximum of 90 days. Earned vacation time
is generally required to be used within the year in which it is earned. Sick leave is paid upon normal retirement
for uniformed employees up to 45 days if hired on or before December 31, 1992, 35 days if hired on or after
January 1, 1993. For non-uniformed employees, sick leave is paid only upon illness while in the employment of
the Township and is not paid out at retirement. Total compensated absences earned but not paid to employees
as of December 31, 2016 are $59,974 and are included in 'All Other Current Liabilities.'

Real Estate Taxes

Based upon assessments by the County, real estate taxes are billed and collected by the County’s tax collector.
The Township’s tax rate for the year ended December 31, 2016 was 1.34 mills ($1.34 per $1,000 of assessed
valuation) as levied by the Township Commissioners. Township real estate tax revenues are recognized when
received. The schedule for real estate taxes levied for each fiscal year is as follows:

January 1 Levy date
February 1 - April 30 2% Discount period
May 1 - June 30 Face payment period
July 1 - December 31 10% Penalty period
January 1 following the levy date Lien date

Accounts Receivable
Accounts receivable are stated at the amount the Township expects to collect. Accounts receivable are

considered to be fully collectible; no allowance for doubtful accounts is required. Uncollectible accounts
receivable are charged directly against earnings when they are determined to be uncollectible.
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WEST HEMPFIELD TOWNSHIP
NQTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016

NOTE 3: DEPOSITS AND INVESTMENTS

The Township's available cash is invested in demand and time deposit accounts. The Township has not adopted a
formal investment policy but adheres to prudent business practice in relation to cash and the Code in relation to
investments.

The carrying amount of the cash and investments at December 31, 2016 consisted of the following:

Governmental Proprietary Fiduciary
Funds Funds Funds Total
Cash $ 3,495,810 8 201,702 $ 865,782 $ 4,563,294
Investments 2,048,845 - 7,268,438 9,317,283
Total cash and investments $ 5,544,655 $ 201,702 $ 8,134,220 $ 13,880,577

As of December 31, 2016, the Township had the following investments in its governmental and fiduciary funds:

Governmental Fiduciary
Investment Type Funds Funds Total
Certificates of Deposit $ 416,139 $ 633,471 $ 1,049,610
Government Bonds 199,673 1,693,492 1,893,165
Common Stock - 3,442,159 3,442,159
Money Market Funds 1,433,033 249,013 1,682,046
Corporate Bonds - 842,228 842,228
Municipal Bonds - 303,761 303,761
Government Notes - 104,314 104,314
Total investments $ 2,048,845 $ 7,268,438 $ 9,317,283

All investments are carried at fair market value. The fair market value of common stock, money market funds and
mutual funds are based on quoted market prices. The fair market value of certificates of deposit, governmental
notes, governmental bonds, municipal bonds and corporate bonds are based on significant other observable
inputs.

Credit Quality Risk

As of December 31, 2016, the Township's investments were rated by Standard & Poor's as follows:

Corporate Bonds BB- to AA
Money Market Funds AAAmM
Municipal Bonds A-to A
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016

NOTE 3: DEPOSITS AND INVESTMENTS (Continued)

Concentration of Credit Risk - Investments:

The Township places no limit on the amount the Township may invest in any one issuer. Investments that
represent 5% or more of the Governmental Funds' total investments as of December 31, 2016 are as follows:

Certificates of Deposit:

GE Capital Stock $ 117,225
Goldman Sachs Bank 118,041
Tristate Bank 157,593

The Fiduciary Funds held no investment in excess of 5% of total Fiduciary Fund investments as of December 31,
2016.

At December 31, 2016, Governmental Funds cash and investments included $1,413,998 of funds in escrow from
developers and others to ensure completion of projects within the Township.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a financial institution failure, the Township’s
deposits may not be returned to it. The Township has a deposit policy for custodial risk that requires depository
institutions to pledge securities as collateral for deposits that exceed depository insurance. Cash balances of
governmental entities are insured by the Federal Deposit Insurance Corporation (FDIC) for up to $250,000 as of
December 31, 2016. The Township maintains investment accounts where the cash and investment balances are
insured by the Securities Investor Protection Corporation (SIPC) up to $500,000. At December 31, 2016, the
Township had deposits of $5,764,812 which were exposed to custodial risk because they were collateralized with

¢ securities held by the pledging financial institution's trust department or agent, but not in the Township's name.
The Township had uninsured investment balances at December 31, 2016 of $6,098,138.

NOTE 4: FIXED ASSETS

Activity in the General Fixed Assets Account Group for the year ended December 31, 2016 was as follows:

Beginning Additions Retirements Ending
{ Buildings/Improvements $ 2,727,688 $ - $ - $ 2,727,688
Equipment 2,814,843 55,132 - 2,869,975
Total General Fixed Assets Account Group $ 5,542,531 $ 55,132 $ - $ 5,597,663

Page 21



¢ 98eg ‘uopeuwrioyur Arejusworddns uo 110doa s103ipne juspusdspur 998

0 990 39N
0 nebiiqo ssea) pazijedes
Q Bujpue)sino ssjou pue spuoq |e1oL JUNodSIp/WniWald paziJowsun sepnpoxa - {1}
0 [¢] 089y} 089’y 2EQ by 90T 42074 saseo’] [ended juawdinby

300

1q9Q jeusy asee

SSJON PuE spuog snusaey

S9i0N pue spuog uonebiiqo iauss

(1unoosiq) spuog (N} 3j0N
wnjwalg }saaa3u} punoduicn iea) DA SIYL {1) Jeap anssj {AKKK} (1) Iejuoy ases
aouejeg pazjowEuf) {1) pug Jusp o uoysIDoY siuf pled paunosuf jo Bujuuibeg $0 Junoury JRa {ARRK) {D) esea jeyden
fejoL {ssa|) snid je Supuesing Jraj Juoung jedipung jediouyd Bupueising euBLo Ajumew | Jeap oanssy {g) puog asoding
*SUOHIPPE PUR SUOY031I0D
Adgssessu soyio Aue ajew pue sjuewded jedoud ayy moys aseald °p Jap pue papunjal 1o p pai 1 puoq Guipnjoxa ‘safly Jno o} Bupioase sanss) ajou pur pucd Bupuesino ARUaLIND | ale Molaq Po)s!y
SHLON ANV SONOE DNIANVLSLNO
AN3WILVLS 1930

9102 ‘1€ Joquadsg
dML QIddINGH LSIM

{906} 0£-8919-0300




e a8ed ‘uonrwIoul Arejuswarddns uo j10dox sroypne juspusdapur 99g

ovy'0Zr'e (sjepyio pajosie pue seakojdus jje Buipnioul) Jeak si) pied "0} ‘suoissSiuIWLCD ‘'sebem 'sauees jjo L

NOILVYSNIJdWOO F3A0TdINE

2£9'29 z£9'29 . e7unaNAdXE TVLIAYD VIO0L

HBO

J81ep

zel'es 28168 skemybBiH / syeans

9ISEM PHIOS

1Meg

U028y

20104

0082 008'2 SHed

Hsueij ssely

saueIqn

Buisnoy

yitesH

JUBWILLIBAOS) [Biausn)

washg sen

344

s E

uswdopaag Aunwinion

mor | uopnnsuoolendeg | sesewsangpendes | Kok

9102 ‘1€ Joquiadeg

SFUNLIANIdXS TVLIdVO J0 INJWALVYLS
Aunog ¥IISVONYT ‘dML QTIIHdWEH 1S3M

(60-6) 0£-3912-0324




