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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, 2018, 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 in a form prescribed by the Pennsylvania Department of Community and
Economic Development 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 under the
reporting provisions of 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, to meet the
requirements of the Pennsylvania DCED.

The effects on the financial statements of the variances between these regulatory accounting practices, described in
Note 2, 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, 2018, 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, 2018, and their respective changes in financial
position for the year then ended, in accordance with the modified cash basis of accounting and the financial
reporting provisions of the Pennsylvania DCED as described in Note 2.

Bocty, Hoos & Co., LLP

BERTZ, HESS & CO., LLP
Lancaster, Pennsylvania
March 28, 2019
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

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 special purpose framework other than United States generally accepted
accounting principles, is similar to the cash basis of accounting except that accounts receivable, accounts
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:

Page 16



WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

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 liahilities
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, 2018

NOTE 2: SUMMARY OF 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, 2018

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 iliness 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, 2018 is $43,216 and is appropriately 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, 2018 was 1.45 mills ($1.45 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
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

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, 2018 consisted of the following:

Governmental Proprietary Fiduciary
Funds Funds Funds Total
Cash $ 5,755,284 § 274,042 % 1,245,872 & 7,275,198
Investments 1,546,611 - 7,798,446 9,345,057
Total cash and investments $ 7,301,805 §$ 274,042 $ 9,044,318 $ 16,620,255

As of December 31, 2018, the Township had the following investments in its governmental and fiduciary funds:

Governmental Fiduciary
Investment Type Funds Funds Total
Certificates of Deposit $ 266,267 $ 435,811 $ 702,078
Government Bonds 207,591 3,977,386 4,184,977
Common Stock - 2,216,975 2,216,975
Money Market Funds 1,072,753 274,457 1,347,210
Corporate Bonds - 437,579 437,579
Municipal Bonds - 223,267 223,267
Government Notes - 232,971 232,971
Total investments $ 1,546,611 $ 7,798,446 $ 9,345,057

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, 2018, the Township's investments were rated by Standard & Poor's as follows:

Corporate Bonds BBB+ 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, 2018

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, 2018 are as follows:

Certificates of Deposit:
Ally Bank CD $ 125,466
Morgan Stanley Private Bank CD 117,317

The Fiduciary Funds held no investment in excess of 5% of total Fiduciary Fund investments as of December 31,
2018.

At December 31, 2018, Governmental Funds cash and investments included $1,061,741 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, 2018. 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, 2018, the
Township had deposits of $8,152,984 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, 2018 of $6,825,093.

NOTE 4: FIXED ASSETS

Activity in the General Fixed Assets Account Group for the year ended December 31, 2018 was as follows:

Beginning Additions Retirements Ending
Buildings/Improvements $ 7,685,163 $ 4,250,985 $§ (2,151,109) $ 9,785,039
Equipment 2,939,325 126,805 (98,835) 2,967,295

Total General Fixed Assets Account Group $ 10,624,488 $ 4,377,790 $ (2,249,944) § 12,752,334

Activity in the Special Revenue Fund as of December 31, 2018 was as follows:

Accumulated
Beginning Additions Retirements Depreciation Ending
Equipment $ 26.507 $ - $ - 3 (23,507) $ 3,000
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

NOTE 4: FIXED ASSETS (Continued)

Depreciation expense charged to Refuse Fund operating expenses totaled $1,500 for the year ended December 31,
2018. Equipment is depreciated on the straight line basis over estimated useful lives of 5 to 7 years.

NOTE 5: RISK MANAGEMENT

The Township maintains both insurance contracts and self-funded arrangements to deal with the risk of loss
arising from the following events: torts; thefts of, damage to, or destruction of assets; business interruptions;
errors and omissions; job-related illnesses or injuries to employees; acts of God; and losses resulting from
providing medical benefits to employees and their dependents.

Insurance contracts cover public officials, law enforcement, automobile and umbrella liabilities. The contracts also
provide employee, tax collector, treasurer and employee blanket bonds. There have been no reductions in
coverage during 2018. During the year ended December 31, 2018 and the four previous years, no settlements
exceeded insurance coverage.

The Township has two self-funded arrangements through risk pools for medical and workers’ compensation
claims. Both of these arrangements are retrospectively rated policies. In a retrospectively rated policy, the
Township pays in the maximum amount per covered employee during the period based on their past loss
experience on an actuarially determined formula. Subsequent to the plan year, the premium amount is
determined based on actual losses during the plan year. As these are pooled arrangements, any excess of losses
over premiums paid in by one member is shared by the remaining members. Any excesses of premiums over
losses remaining after cost-sharing are refunded to the members. If losses of the pool exceed premiums paid in by
all members of the pool, the pool is allowed to make additional assessments to negate this deficit. During 2018,
the Township received $100,498 of refunds, recognized within the General Fund as 'Refunds of Prior Year
Expenditures’, from these two risk pools for the 2017 plan year.

Due to the nature of the self-funding arrangements, as the amount of all insurance claims must be determined

prior to any refund or assessment, the amount of any amounts receivable or payable by the Township in regard to
these arrangements cannot be determined as of December 31, 2018.

NOTE 6: LITIGATION

The Township is involved in various claims and legal actions arising in the ordinary course of business. The
outcome of these matters cannot be determined for the year ended December 31, 2018.

NOTE 7: PENSION PLANS

Plan Description

The Township contributes to two defined benefit pension plans, the West Hempfield Township Police Pension
Plan and the West Hempfield Township Non-Uniformed Pension Plan. The assets of these two plans are invested
separately and each plan’s assets may be used only for the payment of benefits to the members of that plan in
accordance with the terms of the plan.

Valuation of Investments
All investments of the pension plans are reported at fair value based on quoted market values. Investments that

do not have an established market value are reported at estimated fair value. Insurance holdings, if any, are
valued at reported contract values.
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

NQOTE 7: PENSION PLANS (Continued)

Trends

The comparability of trend information is affected by changes in actuarial assumptions, benefit provisions,
actuarial funding methods, accounting policies and other changes. Those changes usually affect trends in
contribution requirements and in ratios that use the accrued liability as a factor.

West Hempfield Township Police Pension Plan

The West Hempfield Township Police Pension Plan {the “P-Plan”) is a single-employer defined benefit pension
plan administered by Wells Fargo Advisors. The P-Plan covers all full-time, uniformed employees of the
Township. The P-Plan provides retirement, disability and death benefits to P-Plan members and beneficiaries.

Contributions

Act 205 requires that annual contributions to the P-Plan be based upon the P-Plan’s Minimum Municipal
Obligation (MMO), which in turn is based on the P-Plan’s biennial actuarial valuation. Effective January 1,
2011, employees are required to contribute 5.00% of compensation to the P-Plan. The P-Plan may also be
eligible to receive an allocation of state aid from the General Municipal Pension System State Aid Program, which
must be used for pension funding. Any funding requirements established by the MMO in excess of employee
contributions and state aid must be paid by the Township in accordance with Act 205.

Changes in Actuarial Assumptions

As part of the January 1, 2017 actuarial valuation, the following change in actuarial assumptions and methods
were made. The mortality table changed from the RP2000 Table to the IRS 2017 Static Combined Table for
Small Plans.

Annual Pension Cost and Net Pension Obligation

The annual required contribution for 2018 was determined as part of the January 1, 2015 actuarial valuation
using the entry age normal actuarial cost method. The actuarial assumptions included (a) 7.50% investment
rate of return and (b) a salary increase of 5.00% per year. Provisions for administrative expenses are added to
normal cost. The assumptions included post-retirement mortality, disability and inflation. Retirement is based
upon normal retirement age. The amortization method utilized is the level dollar closed basis. The Township’s
annual pension cost and net obligation to the P-Plan for 2018 were as follows:

Annual required contribution $ 221,760
Adjustment to annual required contribution 206,750
Annual pension cost 428,510
Contributions made by members (85,084)
Contributions made by Township (349,872)
Net pension obligation, beginning of year {29,675)
Net pension obligation, end of year $ {36,121}
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

NOTE 7: PENSION PLANS (Continued)

Annual Pension Cost and Net Pension Obligation (Continued)

The three-year trend information for the years ended December 31 are as follows:

Annual Percentage
Pension Actual of APC
Cost (APC) Contribution Contributed
2018 3 428,510 $ 434,956 101.5 %
2017 420,511 424,669 101.0 %
2016 408,748 405,693 99.3 %

The schedule of funding progress, which follows, presents multi-year trend information about whether the
actuarial values of P-Plan assets are increasing or decreasing over time relative to the actuarial accrued liability
for benefits. The information about the funded status is prepared using the entry age normal actuarial cost
method. The actuarial value of assets is the market value of the assets as determined by the trustee on January
1 of the corresponding years.

Actuarial Valuation Date

2017 2015 2013
1. Actuarial Value of Assets $ 6,154,510 $ 5,512,836 $ 4,513,537
2. Actuarial Accrued Liability (AAL) $ 7,856,001 $ 6,871,075 $§ 5,747,360
3. Unfunded AAL (UAAL) (2) - (1) $ 1,701,491 $ 1,358,219 $ 1,233,823
4. Funded Ratio (1) / (2) 78.3 % 80.2 % 78.5%
5. Annual Covered Payroll $ 1,545,627 § 1,559,659 $ 1,521,498
6.  UAAL as a % of Payroll (3) / (5) 110.1 % 87.1 % 81.1%

West Hempfield Township Non-Uniformed Pension Plan

The West Hempfield Township Governmental Non-Uniformed Pension Plan (the “NU-Plan”} is a single-employer
defined benefit pension plan administered by BB&T Retirement and Institutional Services. The NU-Plan covers
substantially all full-time, non-uniformed employees of the Township. The NU-Plan provides retirement,
disability and death benefits to NU-Plan members and beneficiaries.

Contributions

Act 205 requires that annual contributions to the NU-Plan be based upon the NU-Plan’s Minimum Municipal
Obligation (MMO), which in turn is based on the NU-Plan’s biennial actuarial valuation. In accordance with the
NU-Plan’s governing document, employees are not required to contribute to the NU-Plan. The NU-Plan may also
be eligible to receive an allocation of state aid from the General Municipal Pension System State Aid Program,
which must be used for pension funding. Any funding requirements established by the MMO in excess of
employee contributions and state aid must be paid by the Township in accordance with Act 205.
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

NOTE 7: PENSION PLANS (Continued)

Changes in Actuarial Assumptions

As part of the January 1, 2017 actuarial valuation, the following change in actuarial assumptions and methods
were made. The mortality table changed from the RP2000 Table to the IRS 2017 Static Combined Table for
Small Plans.

Annual Pension Cost and Net Pension Obligation

The annual required contribution for 2018 was determined as part of the January 1, 2015 actuarial valuation
using the entry age normal actuarial cost method. The actuarial assumptions included {a} 7.50% investment
rate of return and (b) a salary increase of 5.00% per year. Provisions for administrative expenses are added to
normal cost. The assumptions included posti-retirement mortality, disability and inflation. Retirement is based
upon normal retirement age. The amortization method utilized is the level dollar closed basis. The Township’s
annual pension cost and net obligation to the NU-Plan for 2018 were as follows:

Annual required contribution 3 98,493
Adjustment to annual required contribution 26,318
Annual pension cost 124,811
Contributions made by the Township (124,811)

Net pension obligation, beginning of year -

Net pension obligation, end of year $ -

The three-year trend information for the years ended December 31 are as follows:

Annual Percentage
Pension Actual of APC
Cost {APC) Contribution Contributed
2018 $ 124,811 $ 124,811 100.0 %
2017 104,734 104,734 100.0 %
2016 138,835 138,835 100.0 %

The schedule of funding progress, which follows, presents multi-year trend information about whether the
actuarial values of NU-Plan assets are increasing or decreasing over time relative to the actuarial accrued
liability for benefits. The information about the funded status is prepared using the entry age normal actuarial
cost method. The actuarial value of assets is the market value of the assets as determined by the trustee on
January 1 of the corresponding years.
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WEST HEMPFIELD TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

NOTE 7: PENSION PLANS {Continued)

Annual Pension Cost and Net Pension Obligation (Continued)

Actuarial Valuation Date

2017 2015 2013
1. Actuarial Value of Assets $ 1,982,180 $ 1,765,939 $ 1,326,953
2. Actuarial Accrued Liability (AAL) $ 2,114,728 $ 1,830,559 $ 1,604,611
3. Unfunded AAL (UAAL) (2) - (1) $ 132,548 $ 64,620 $ 277,658
4. Funded Ratio (1) / (2) 93.7 % 96.5 % 82.7 %
5. Annual Covered Payroll $ 692,608 $ 686,120 $ 612,299
6. UAAL as a % of Payroll (3) / (5) 19.1 % 9.4 % 45.3 %

NOTE 8: POST-EMPLOYMENT HEALTH CARE BENEFITS

Plan Description

The Township has established the West Hempfield Township Postemployment Benefits Plan (the "OPEB-Plan”) to
provide Other Post-Employment Benefits (OPEB) including hospitalization, major medical, dental services and
prescriptions. The OPEB-Plan is a single-employer OPEB plan which covers all members of the police force who
upon retirement have attained the age of 50 and completed 25 years of service. The retiree is responsible for
payment of 25% of the premium for coverage. Such benefits are also available to retiree spouses if the retiree
pays 25% of the family tier rate. Retirees and spouses may participate in this OPEB-Plan until they reach
Medicare eligibility age, at which time they are required to enroll in Medicare.

Contributions

The Township has elected to finance post-employment benefits on a pay-as-you-go basis. The Township
recognizes expenditures for post-employment insurance when claims are filed with the plan administrator. No
contributions are required of retirees outside of the previously disclosed payments.

Annual OPER Cost and Net OPEB Obligation

The annual required contribution for 2018 was determined as part of the January 1, 2017 actuarial valuation,
the last actuarial valuation conducted, using the entry age normal actuarial cost method. The actuarial
valuation involves estimates of value of reported amounts and assumptions about the probability of events far
into the future and is subject to revision based on actual results. The actuarial assumptions included (a) 4.50%
investment rate of return, (b) a salary increase of 5.00% per year and (c) a healthcare cost trend rate of 6.0% in
2017. The assumptions included post-retirement mortality, 90% percent married and 100% participation.
Retirement is based upon the latest of age 53, age at completion of 28 years of service or age on the valuation
date.
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NOTE 8: POST-EMPLOYMENT HEALTH CARE BENEFITS (Continued)

The Township’s annual OPEB cost and net obligation to the OPEB-Plan for 2018 were as follows:

Annual required contribution 3 270,021
Adjustment to annual required contribution (94,202)
Interest 77,448
Annual OPEB cost 253,267
Contributions made by the Township (58,265)
Increase in net OPEB obligation 195,002
Net OPEB obligation, beginning of year 1,721,057
Net OPEB obligation, end of year $ 1,916,059

The three-year trend information for the years ended December 31 are as follows:

Annual
OPEB Actual Percentage
Cost Contribution Contributed
2018 3 195,002 $ - 0.0%
2017 186,604 - 0.0 %
2016 143,467 - 0.0 %

The schedule of funding progress, which follows, presents multi-year trend information about whether the
actuarial values of OPEB-Plan assets are increasing or decreasing over time relative to the actuarial accrued
liability for benefits. The information about the funded status is prepared using the entry age normal actuarial

cost method.

Actuarial Valuation Date

2017 2013 2010
1. Actuarial Value of Assets $ - $ - -
2. Actuarial Accrued Liability (AAL) $ 2,354,326 $ 1,660,627 $ 1,310,130
3. Unfunded AAL (UAAL) (2) - (1) $ 2,354,326 $ 1,660,627 $ 1,310,130
4.  Funded Ratio (1) / (2) 0.0% 0.0 % 0.0 %
5. Annual Covered Payroll $ 1,641,351 $ 1,521,498 § 1,371,877
6.  UAAL as a % of Payroll (3) / (5) 143.4 % 109.1 % 95.5 %

The cost of the previously mentioned benefits is utilized in the projection of benefits liability and does not
incorporate changes in benefits or potential effects of legal or contractual funding changes. The level dollar open
period method was used for the amortization of the UAAL. The actuarial value of the assets equals market value
at January 1 of the respective years.
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NOTE 9: COMMITMENT

In 2014, West Hempfield Township entered into a contract with Mountville Borough in which the Township will
provide police services to Mountville Borough, beginning January 1, 2015 and continuing for a term of five years
ending December 31, 2019. Total revenues received under the contract for 2018 were $289,964.

The total minimum future income commitment under the remaining life of the aforementioned contract as of
December 31, 2018 is as follows:

2019 $ 304,462

NOTE 10: DUE TO AND FROM OTHER FUNDS

The composition of interfund balances as of December 31, 2018 was as follows:

Due From Due To
Other Funds Other Funds

General Fund $ 35,488 $ 14,536

Special Revenue Funds

Fire Hydrant Fund 7,449 4,000
Refuse Fund 6,483 35,488
Street Light Fund 5,001 -

Proprietary Funds
Sewer Fund - 397

Total all funds $ 54,421 $ 54.421

Amounts due from the General Fund are special assessment revenues received and deposited into the General
Fund accounts for the Fire Hydrant, Refuse, Sewer and Street Light Funds.

NOTE 11: ADHERENCE TO GOVERNMENTAL ACCOUNTING STANDARDS

Due to the size of the Township, the Supervisors believe it is not practical or cost effective to conform the financial
statements to all Governmental Accounting Standards Board (GASB) standards, and it would not provide
meaningful, useful information. Thus, the Township has decided not to issue a financial statement which
conforms to all GASB standards. As explained in the independent auditors’ report and Note 2, they have elected to
present the financial statements on a special purpose framework. Some of the largest variations between these
special purpose framework financial statements and financial statements which conform to GASB standards are
created by GASB standards 34, 54, 61, 68, 73, 75, and 82. Two major items that are required by GASB standards
but are not included in this special purpose framework report are as follows:

1.Financial managers are required to share their insights in a management’s discussion and analysis (MD&A) that

gives the reader an analysis of the government’s overall financial position and results of the previous year’s
operations.
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NOTE 11: ADHERENCE TO GOVERNMENTAL ACCOUNTING STANDARDS (Continued)

2.Financial statements would be presented under a dual perspective - a government wide perspective and a fund
level perspective.

NOTE 12: SUBSEQUENT EVENTS

Events that occurred subsequent to December 31, 2018 have been evaluated by the Township's management
through the date of the independent auditors' report, which is the date the financial statements were available to
be issued.

NOTE 13: GENERAL OBLIGATION NOTE

In May 2017, the Township applied for a general obligation note in the amount of $7,630,000 to be used to finance
the design and construction of a new municipal building, the acquisition of related real estate rights and interests,
acquisition and installation of related equipment, machinery, furnishings and professional fees. The proceedings
authorizing the issuance and sale of the note have been approved by the Department of Community and Economic
Development of the Commonwealth of Pennsylvania. The note was purchased by Fulton Bank, N. A,

A sinking fund was established and segregated from all other funds of the Township. The Township covenants
and agrees to deposit respective amounts of debt service appropriations, together with any other funds available to
the sinking fund to pay the principal and interest on the note as of and when the same shall become due in
accordance with terms of the note. The sinking fund shall be secured and invested by the paying agent in
securities or deposits authorized and permitted, and any deposit or security in the sinking fund shall be in the
name of the Township.

The note has been designated as a qualified tax exempt obligation. The note obligation contains a representation
that the Township has not designated more than $10,000,000 in aggregate principal obligations which would be
considered "qualified tax-exempt obligations" during the calendar year 2017.

The note bears interest at a fixed rate of 2.68% through June 1, 2024, and changes to a variable rate equal to the
sum of 68% of the LIBOR Rate plus 1.90%, not to exceed 4.25%, and is payable semiannually on June 1 and
December 1 of each year until maturity. The note matures on December 1, 2037. The unpaid principal balance
of the note at December 31, 2018 is $7,305,000. Total principal and interest payments made during the year
ended December 31, 2018 were $325,000 and $170,627, respectively. Total principal and interest payments for
the next five years and five year periods thereafter are as follows:

Years Principal Interest Total
2019 $ 334,000 $ 198,493 $ 532,493
2020 343,000 189,937 532,937
2021 352,000 180,097 532,097
2022 361,000 170,533 531,533
2023 371,000 160,724 531,724
2024-2028 1,651,000 871,684 2,522,684
2029-2033 1,983,000 573,600 2,556,600
2034-2037 1,810,000 178,532 2,088,532
Total $ 7,305,000 $ 2,523,600 $ 9,828 600
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INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY INFORMATION

Board of Supervisors
West Hempfield Township

Lancaster, Pennsylvania

Our report on our audit of the financial statements of West Hempfield Township for the year ended December 31,
2018 appears on pages 2 and 3. That audit was conducted for the purpose of forming an opinion on the basic
financial statements as a whole. Although not a part of the basic financial statements, the debt statement and
statement of capital expenditures and employee compensation are presented for purposes of additional analysis and
are required to supplement the basic financial statements presented under the financial reporting provisions of the
Pennsylvania DCED. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United

States of America. In our opinion, the information is fairly stated in all material respects in relation to the basic

financial statements as a whole.

B&&{;}, Aose & Co., LLP

BERTZ, HESS & CO., LLP
Lancaster, Pennsylvania
March 28, 2019
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