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INDEPENDENT AUDITOR’S REPORT
June 20, 2019

Board of Supervisors
West Goshen Township
West Chester, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of West Goshen Township (“the
Township”), West Chester, 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 accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Compitroller General of the United States. 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.

3411 Silverside Road O 200 Springer Building O Wilmington, DE 19810-4803
302.478.8940 O www.btcpa.com



Board of Supervisors
West Goshen Township

In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of West Goshen Township, West Chester, Pennsylvania, as
of December 31, 2018, and the respective changes in financial position and, where applicable, cash
flows thereof, and the respective budgetary comparison for the General Fund for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As discussed in Notes 1 and 17 to the financial statements, West Goshen Township has adopted the
requirements of GASB Statement No. 75, “Accounting and Financial Reporting for Postemployment Benefits
Other than Pensions.” This statement modifies the accounting for the Township’s other postemployment
benefits. As a result, the beginning governmental activities, business-type activities, and sewer fund net
position have been restated. Our opinion is not modified with respect to this matter.

Report on Summarized Comparative Information

We have previously audited the Township’s December 31, 2017 financial statements, and we expressed
unmodified opinions on the respective financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information in our report dated June
29, 2018. In our opinion, the summarized comparative information presented herein as of and for the year
ended December 31, 2017 is consistent, in all material respects, with the audited financial statements from
which it has been derived.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 4 through 23 and the required supplementary information presented on
pages 80 through 87 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
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financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township’s basic financial statements. The combining fund statements, budgetary
comparison schedules, and statistical section are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The combining fund statements and budgetary
comparison schedules are the responsibility of management and were derived from and relate direcily to
the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining
fund statements and budgetary comparison schedules are fairly stated, in all material respects, in relation
to the basic financial statements as a whole.

The statistical section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 20, 2019,
on our consideration of the Township’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and 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 internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Audifing Standards in considering the Township’s internal control over
financial reporting and compliance.

éWW#@%MaLLP
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WEST GOSHEN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED

This discussion and analysis of West Goshen Township (“the Township”), Pennsylvania, provides an
overview of the Township’s financial performance for the year ended December 31, 2018. Please
read it in conjunction with the Township’s financial statements, which begin on page 24.

FINANCIAL HIGHLIGHTS

o The assets of the Township exceeded its liabilities at the close of the most recent fiscal year by
$74,563,948 (net position). Of this amount, $21,898,795 represents unrestricted net position,
which may be used to meet the government’s ongoing obligations to citizens and creditors.

¢ The Township’s total net position increased by $1,196,506.

o As of December 31, 2018, the Township’s governmental activities recognized a net pension
liability of $2,611,942, pension related deferred outflows of resources of $3,408,579, and a
pension related deferred inflow of resources of $2,226,877. As of December 31, 2018, the
Township’s business-type activities recognized a net pension liability of $645,388, deferred
outflows of resources of $749,986, and a deferred inflow of resources of $315,069.

e During the year ended December 31, 2018, the Township implemented Governmental
Accounting Standards Board (“GASB”) Statement No. 75, “Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions.” The purpose of this statement is to improve
transparency, consistency, and comparability of postemployment benefits other than pensions
reported by state and local governments. The Township is now required to report its net other
postemployment benefits (“OPEB”) liability for its Police, Administrative and Road, and Sewer plans.
The implementation of this standard resulted in the restatement of 2017 figures, which decreased
unrestricted net position at December 31, 2017 by $1,190,120. The net OPEB liability reported in
the financial statements at December 31, 2018 is $6,195,444.

e As of December 31, 2018, the Township’s governmental funds reported combined ending fund
balances of $17,418,230, an increase of $1,343,473 in comparison with the prior year.
Approximately 72 percent of this total, or $12,565,607, is available for spending at the Township’s
discretion (unassigned fund balance).

¢ The Township’s total debt decreased by $483,889.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis provided here is infended to serve as an introduction to the Township’s
basic financial statements. The Township’s basic financial statements consist of three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) the notes to financial
statements. This report also includes supplementary information intended to furnish additional detail
to support the basic financial statements themselves.



WEST GOSHEN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

Government-wide Financial Statements. The government-wide financial statements are designed to
provide readers with a broad overview of the Township’s finances in a manner similar to a private-
sector business.

The statement of net position presents financial information on all the Township’s assets and deferred
outflows of resources and liabilities and deferred inflows of resources with the difference reported as
net position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the Township is improving or deteriorating. You 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, to assess the overall health of the Township.

The sfatement of activities presents information showing how the Township’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported for some items that will only result in cash flows in future fiscal periods
(e.g., uncollected taxes and earned but unused sick and vacation time).

Both of the government-wide financial statements distinguish functions of the Township that are
primarily supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the Township include general
government, public safety, public works, culture and recreation, and library. The business-type
activities of the Township include a Sewer Authority, and the sewer and waste and recycling activities.
The Sewer Authority is a public authority, which exists to provide facilities for use in the sewer operation
of the Township Sewer Fund. The Sewer Authority is considered a blended component unit and is
included with the business-type activities. The Sewer Authority, although legally separate, is important
because the Township is financially accountable for it, and, therefore, it has been included as an
integral part of the primary government.

The government-wide financial statements can be found on pages 24-25 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Township, like other
state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the Township can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-ferm
inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in assessing a government’s
near-term financing requirements.



WEST GOSHEN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The Township maintains seven individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund and capital reserve fund, which are
considered to be major funds. Data from the other four governmental funds are combined into a
single aggregated presentation. Individual fund data for each of these nonmajor governmental
funds is provided in the form of combining statements in the combining and individual fund
statements and schedules section of this report.

The Township adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 26-31 of this report.

Proprietary funds. Proprietary funds account for operations that are financed primarily by user
charges. The Township’s only proprietary funds are Enterprise funds. Enterprise funds are presented
as business-fype activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail with additional information, such as cash flows for proprietary funds. The
proprietary fund financial statements provide separate information for the Sewer Fund, the Waste and
Recycling Fund, and the Sewer Authority, which are considered to be major funds of the Township.
Data from one other fund presented in the statements is considered a nonmaijor proprietary fund.

The basic proprietary fund financial statements can be found on pages 32-35 of this report.

Fiduciary Funds. The Township’s fiduciary funds are Trust funds. Fiduciary funds are used to account
for resources held for the benefit of parties outside of the government. Trust funds are not reported in
the government-wide financial statements because the resources of those funds are not available to
the Township’s own programs. The accounting used for fiduciary funds is much like that used for
proprietary funds.

The Township maintains two different types of fiduciary 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.

The fiduciary fund financial statements can be found on pages 36-37 of this report.



WEST GOSHEN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

Notes to the Financial Statements. The notes provide additional information that is necessary to
acquire a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements can be found on pages 38-79 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents required supplementary information concerning the Township’s progress in funding its
obligation to provide pension and OPEB benefits to its employees. Required supplementary
information can be found on pages 80-87 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are
presented immediately following the required supplementary information on pensions and other
postemployment benefits. Combining and individual fund statements and budgetary comparison
schedules can be found on pages 88-93 of this report.

IMPLEMENTATION OF GASB STATEMENTS NO. 68 AND 71

The Township adheres to Governmental Accounting Standards Board (“GASB”) Statement No. 68,
“Accounting and Financial Reporting for Pensions,” and GASB Statement No. 71, “Pension Transition for
Contributions Made Subsequent to the Measurement Date — an Amendment of GASB Statement No.
68.” The purpose of these statements is to improve the transparency, consistency, and comparability
of the pension information reported by state and local governments.

GASB Statements No. 68 and No. 71 have had, and will continue to have, a profound effect on the
financial statements and net position of governments not only in Pennsylvania, but across the nation.
By recognizing the impact of any unfunded liability faced by defined benefit pension plans, plan
administrators (at the direction of elected officials) and participants will be required to evaluate the
cost of providing these benefits as compared to the benefit to be derived through providing for
certain retirement benefits to the work force.

The net pension liability is the difference between the market value of pension fund assets and the
actuarial present value of projected benefit payments at the measurement date. Included in the
calculation are projected employer and employee contributions as well as the expectation that the
assets will grow at the long-term assumed rate of return on plan investments.

IMPLEMENTATION OF GASB STATEMENT NO. 75

During the year ended December 31, 2018, the Township implemented GASB Statement No. 75,
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.” The purpose
of this statement is to improve transparency, consistency, and comparability of postemployment
benefits other than pensions reported by state and local governments. The Township is now required
to report its net OPEB liability for its Police, Administrative and Road, and Sewer plans. The
implementation of this standard resulted in the restatement of 2017 figures, which decreased
unrestricted net position at December 31, 2017 by $1,190,120.



WEST GOSHEN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

Government-wide Overall Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the Township, assets and deferred outflows of resources exceeded liabilities
and deferred inflows of resources by $74,563,948 at the close of 2018. This is an increase of
$1,196,506 from the previous year. Our analysis focuses on the net position (Table 1) and changes in
net position (Table 2) of the Township’s governmental and business-type activities.

Table 1
STATEMENT OF NET POSITION
December 31, 2018 and 2017
GovernmentalActivities Business-type Activities Totals
2018 2017 2018 2017 2018 2017

Current and other assets $ 20,137,074 $ 19,544,078 $ 25,323,432 $ 30,684,050 $ 45,460,506 $ 50,228,128
Capital assets 34,362,928 34,935,369 27,194,411 21,450,885 61,557,339 56,386,254
Deferred OPEB 400,742 193,862 34,142 1,709 434,884 195,571
Deferred pension 3,408,579 1,423,318 749,986 370,001 4,158,565 1,793,319

Total Assets and Deferred

Outflows of Resources $ 58,309,323 $ 56,096,627 $ 53,301,971 $ 52,506,645 $ 111,611,294 $ 108,603,272
Long-term liabilities outstanding 13,477,723 11,239,907 18,873,441 18,814,951 32,351,164 30,054,858
Other liabilities 687,405 602,188 1,466,831 1,380,742 2,154,236 1,982,930
Deferred pension 2,226,877 2,801,348 315,069 396,694 2,541,946 3,198,042

Total Liabilities and Deferred

Inflows of Resources 16,392,005 14,643,443 20,655,341 20,592,387 37,047,346 35,235,830
Net Position:

Net investment in capital assets $ 29,353,928 $ 29,500,369 $ 17,497,746 $ 16,890,827 $ 46,851,674 $ 46,391,196

Restricted for:

Capital Reserve 4,315,074 4,512,139 - - 4,315,074 4,512,139

Streets 23,946 40,341 - - 23,946 40,341

Sewer - - 1,474,459 1,467,065 1,474,459 1,467,065
Unrestricted 8,224,370 7,400,335 13,674,425 13,556,366 21,898,795 20,956,701

Total Net Position 41,917,318 41,453,184 32,646,630 31,914,258 74,563,948 73,367,442
Total Liabilities, Deferred Inflows
of Resources, and Net Position $ 58,309,323 $ 56,096,627 $ 53,301,971 $ 52,506,645 $ 111,611,294 $ 108,603,272

One portion of the Township’s net position, $46,851,674 (or 62.8 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 still outstanding excluding unspent debt proceeds.
The majority of the outstanding debt of the Township was incurred for the construction of the significant
upgrade to the Sewer Wastewater Treatment Plant and the construction of a new Public Works
Garage. Although the Township’s investment in its capital assets is reported net of related debit, it
should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

Another portion of the Township’s net position, $5,813,479 (or 7.8 percent), represents resources that
are subject to external restrictions on how they may be used. This compares with last year’s total
restricted net position of $6,019,545. This decrease is primarily due to the Capital Reserve Fund for
capital improvement projects.

The remaining balance of unrestricted net position, $21,898,795 (or 29.4 percent), may be used to
meet the Township’s ongoing obligations to citizens and creditors. This compares with last year's fotal
unrestricted net position of $20,956,701.

Net Position

50,000,000 -
45,000,000
40.000.000 m Restricted
35.000.000 i
m Unrestricted

30.000.000
25.000.000
20.000.000
15.000.000
10.000.000

5.000.000

Net Investments in
Capital Assets

2018 2017

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

Governmental Aclivities. The net increase from the Township’s governmental activities was $464,134
as compared to the previous year increase of $1,103,303. Table 2 shows the changes in net position
for the year ended December 31, 2018.

The cost of all governmental activities this year was $17,615,665. As shown in the statement of
activities on page 25, the amount that our taxpayers ultimately financed for these activities through
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MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

Township taxes was $14,606,978. Other costs were paid by those who directly benefited from the
programs ($1,393,003) or by other governments and organizations that subsidized certain programs
with intergovernmental aid and contributions ($1,615,684).

Table 2
STATEMENT OF CHANGES IN NET POSITION
For the Years Ending December 31, 2018 and 2017
Governmental Activities Business-type Activities Totals
2018 2017 2018 2017 2018 2017
REVENUES:
Program revenues:
Charges for services $ 1,393,003 $ 2,016,045 $ 6,876,894 $ 6,914,340 $ 8,269,897 $ 8,930,385
Operating grants and contributions 1,400,591 1,366,723 299,503 150,367 1,700,094 1,517,090
Capital grants and contributions 215,093 - 1,463,432 2,031,352 1,678,525 2,031,352
General revenues:
Earned income taxes 8,386,598 7,820,461 - - 8,386,598 7,820,461
Local services taxes 1,085,346 1,113,231 - - 1,085,346 1,113,231
Real estate taxes 3,672,897 3,629,892 - - 3,672,897 3,629,892
Real estate transfer taxes 1,064,295 1,267,050 - - 1,064,295 1,267,050
Franchise taxes 496,521 526,122 - - 496,521 526,122
Grants and contributions not restricted
to specific programs 17,243 16,852 - - 17,243 16,852
Other 348,212 272,540 330,804 119,187 679,016 391,727
TOTAL REVENUES 18,079,799 18,028,916 8,970,633 9,215,246 27,050,432 27,244,162
EXPENSES:
General government 3,057,287 2,686,827 - - 3,057,287 2,686,827
Public safety 7,892,154 7,399,464 - - 7,892,154 7,399,464
Highways/streets 4,466,317 4,686,632 - - 4,466,317 4,686,632
Other public works 188,487 128,098 - - 188,487 128,098
Library 20,000 20,000 - - 20,000 20,000
Culture and recreation 1,850,830 1,852,157 - - 1,850,830 1,852,157
Interest expense 140,590 152,435 - - 140,590 152,435
Sewer operations - - 5,945,368 5,637,510 5,945,368 5,637,510
Waste and recycling - - 2,292,893 2,196,416 2,292,893 2,196,416
TOTAL EXPENSES 17,615,665 16,925,613 8,238,261 7,833,926 25,853,926 24,759,539
INCREASE IN NET POSITION 464,134 1,103,303 732,372 1,381,320 1,196,506 2,484,623
NET POSITION, BEGINNING OF YEAR (RESTATED) 41,453,184 40,349,881 31,914,258 30,532,938 73,367,442 70,882,819
NET POSITION, END OF YEAR $ 41,917,318 $ 41,453,184 $ 32,646,630 $ 31,914,258 $ 74,563,948 $ 73,367,442

As indicated by governmental program expenses, public safety programs account for approximately
44.8 percent of the total expenditures of the Township’s governmental activities. General government
and highways/streets services account for approximately 17.4 percent and 25.4 percent, respectively,
of the total expenditures for 2018.

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

o Uniform employee wages increased approximately 4.56 percent. This is the result of a
contractual 3 percent increase, overtime, and longevity formula adjustment.

-10-
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MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

e Wages for non-uniformed Administrative and Sewer employees increased approximately 4.3
percent and 3.46 percent, respectively, based on the Board of Supervisors approved
compensation program.

e Employee benefit costs decreased by approximately 3.0 percent. Restructuring of the health
plan to a high deductible plan provided positive insurance premium relief.

e Adherence to GASB 75 resulted in the recognition of an expense for other postemployment
benefits in the amount of $463,360.

Real estate taxes, earned 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 Local 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 below, earned
income tax is the largest revenue source for governmental activities, accounting for approximately 46
percent of total revenues (43 percent in the prior year). Property taxes and real estate transfer taxes
provide approximately 20 percent and 6 percent of total revenues, respectively (20 percent and 7
percent in the prior year). The Local Services Tax accounted for approximately é6 percent of total
revenues (6 percent in the prior year). The Township relies on these taxes to furnish the quality of life to
citizens and businesses to which the Board of Supervisors has always been committed.

Major revenue factors included:

e Earned income tax revenue increased by $566,137, or 7.2 percent, in 2018. This increase
was primarily due to a shift in the Resident versus Non-Resident revenue.

e Charges for services decreased by $623,042 from the prior year. Building and plumbing
permits decreased from the prior year by approximately $804,808. Vehicle Code Violations
decreased from the prior year by approximately $28,003. Special Police Services decreased
from the prior year by $67,061. Zoning Escrows increased from the prior year by $390,629.
Open Space contributions from building contractors of $70,000 were received in 2018 as
compared to $187,500 for 2017.

e Operating grants and contributions increased by $33,868.

¢ Real estate transfer taxes decreased by $202,755, or 16.0 percent, over the prior year due
mainly to an increase in large commercial properties being sold in 2017.

e Other income increased by $75,672 mainly due to an increase in interest earnings.
e Capital grants and contributions increased from the prior year by approximately $215,093.

This increase is mainly attributed to non-cash donations towards the Lambert Park clock
($9,691) and roadways ($205,402) as compared to no capital grants or contributions for 2017.
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Program revenues support 17 percent of activity expenses. The following graph shows how program
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Business-type Acltivities. The Township sewer system was constructed 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 leases it to the Township, which is responsible for its operation, maintenance, and
repair. Sewer expenditures totaled $5,945,368 for 2018 as compared o $5,637,510 for the prior year.
The Township also paid “Rent to Sewer Authority” of $639,098 for 2018 (as compared to $224,955 for
the prior year) for payment of the Sewer Authority’s bond expense. This amount is shown as a transfer
in the proprietary fund financial statements and eliminated for the statement 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 written agreements with East Goshen
Township, Westtown Township, West Whiteland Township, and Thornbury Township to accept flows from
these municipalities into the West Goshen system. The contracting of surplus capacity benefits the
residents and business owners of the Township by distributing the fixed costs among a greater number
of users, thereby lowering the costs of treatment. The revenues generated from these agreements for
the year 2018 were $1,310,256 as compared to $1,438,679 for the prior year. The agreements also
require the contributing townships to share in costs relating to capital improvements to the plant,
pump stations, and collection system. Revenue generated from capital projects for 2018 amounted
to $1,463,432. In 2017, the Sewer Authority completed a $17,055,000 Revenue Bond for significant
upgrades to the Sewer Wastewater Treatment Plant: replacement of aged and deteriorated
infrastructure, improve operations and personnel safety, and to prepare for future treatment
requirements. The Sewer Authority has been funding a legal effort to prevent the Environmental
Protection Agency from adopting discharge limitations. These limits will affect all storm water and
wastewater dischargers in Goose Creek, including the Township. In December of 2013, the Sewer
Authority entered into an Interim Settlement Agreement with the EPA for the reassessment and
reconsideration of Goose Creek. As a result of the reassessment, a second Interim Settlement
Agreement was reached in October 2018. This process should be complete by December 2022.

The Waste and Recycling Fund administers the collection of residential solid waste and recyclable
material from Township homes. User fees primarily support the cost of this program. Each household is
charged a flat rate for trash collection and unlimited recycling. The Commonwealth of Pennsylvania
also subsidizes the recycling program with a Performance Grant. The grant amount for 2018 was
$50,000 as compared to $47,225 for the prior year.

Business-type activities increased the Township’s net position by $732,372, as compared to the
previous year increase of $1,381,320.

Maijor revenue factors include:

e Sewer and Sewer Authority operation revenues decreased by $37,096 in large part due to a
decrease in fee revenue.

Major expense factors include:

o Employee wages increased approximately 3.46 percent based on the Board of Supervisors
approved compensation program.

o Employee benefits costs decreased by approximately 3.0 percent. Restructuring of the health
plan to a high deductible plan provided positive insurance premium relief.
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The following graph compares the charges for services to the operating expenses of each fund.

Expenses and Program Revenues
Business-type Activities

7.000,000 -
6.000,000 -

5,000,000 -
4.000.000 A ® Program Revenues

B Expenses

3.000,000 -
2,000,000 -
1.000.000 -

Waste and Recycling Sewer Operations

As shown on the following chart, the revenues of the Township’s business-type activities included
operating grants and investment income in addition to charges for services (operating revenues).
Capital grants, operating grants, and investment income revenues are not specific to an individual
program but to the activity as a whole.
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FINANCIAL ANALYSIS OF THE TOWNSHIP’S FUNDS

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

Governmental 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, unassigned fund balance may serve
as a useful measure of a government’s net resources available for discretionary use as they represent
the portion of fund balance which has not yet been limited to use for a particular purpose by either
an external party, the Township itself, or a group or individual that has been delegated authority to
assign resources for particular purposes by the Township’s Board of Supervisors.

At December 31, 2018, the Township’s governmental funds reported combined fund balances of
$17,418,230, an increase of $1,343,473 in compatrison with the prior year. Approximately 72 percent,
or $12,565,607, constitutes unassigned fund balance, which is available for spending at the
Township’s discretion. Another portion of the fund balance, $4,339,020, represents resources that are
restricted for specific purposes: 1) debt service; 2) capital improvements; 3) additional security for
bonds; or 4) highway and street activities. The remaining balance, $513,603, represents resources
that are assigned for specific purposes: 1) open space projects; 2) zoning hearing activities; or 3)
capital projects.

Components of Fund Balance
General Fund

14.000.000 -

12.000.000 -

10.000.000 -

m Assigned

8.000.000 -
Unassigned
6.000.000 -
4,000,000 -

2.000.000 -

2018 2017

The General Fund is the chief operating fund of the Township. At the end of the current fiscal year, the
general fund balance increased to $12,565,607, all unassigned fund balance. As a measure of the
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general fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund
balance to total general fund expenditures. Unassigned (and total) fund balance represents
approximately 85.8 percent of total general fund expenditures.

The General Fund realized a surplus of $1,284,445 at the close of 2018.

The Township historically generated revenues in excess of budgeted figures and contained
expenditures below budgeted amounts year after year. Key factors contributing to this surplus are as
follows:

e Overall revenues and other financing sources were more than anticipated by $419,928. The
following revenues all came in over budget: Property Transfer Taxes, $153,295; Eamned
Income Taxes, $223,737; Interest Earnings and Rents, $75,731; and Miscellaneous Revenue,
$68,675. The following revenues all came in under budget: Interim Real Estate Taxes, $9,020;
Cable TV Franchise, $51,220; and Vehicle Code Violations, $43,037.

e Actual expenses were less than anficipated by $685,271. The following expenditures all came
in under budget: Employee Insurance, $234,465; Workerss Compensation, $23,231;
Conferences and Training, $42,719; Road Construction Materials, $181,854; Storm Water
Materials, $47,807; Road Maintenance Materials, $70,570; Vehicles Maintenance and Repairs,
$19,991; Professional Services, $45,648; Minor Capital Equipment Purchases, $33,395 and Major
Capital Equipment Purchases, $281,154. The following expenditures all came in over budget:
EIT Commissions, $7,083; Legal Services, $115,013; Snow materials, $110,009; Traffic Signal
Maintenance, $23,636; Communications, $5,695; Unemployment Compensation, $8,395;
Utilities, $13,170; and Postage, $5,370.

Components of Fund Balance
Other Governmental Funds

5,000,000 -
4,000,000 -  Resricted
3,000,000 A = Assigned
2,000,000 -
1,000,000 -

2018 2017
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The Capital Reserve Fund, a maijor 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 governmental funds. Major revenue and other financing
sources for the Capital Reserve Fund are proceeds from bonds or municipal borrowings, 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 (Restricted Parks account) transfers monies to the Capital Reserve Fund to
pay for expenses that are associated with the Township’s parks.

Capital expenditures financed out of this fund in 2018 fotaled $934,780 in the following categories:
General Government (§37,116 - professional services); Public Works ($278 - signal design engineering
fees; and $205,561 — materials); Culture and Recreation ($125,235 — major capital equipment); and
Debt Service (566,590 — principal and interest).

The total fund balance as of December 31, 2018 is $4,315,074, all of which is restricted as previously
explained.

The Capital Projects Fund, a nonmajor fund, is maintained for specific capital improvements.

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 into the new Cold Springs
development. It is anticipated that investment earnings will be sufficient to cover future
expenditures. Expenditures for this fund are not expected to occur for a minimum of 50 years.

The total fund balance as of December 31, 2018 is $56,082, all of which is assigned as previously
explained.

Special Revenue Funds, nonmajor funds, are maintained to account for the proceeds of specific
revenue sources that are restricted for the purpose noted above or assigned to expenditures for
specified purposes. Special Revenue Funds include State Fund, Offsite Development, and Zoning
Hearing Board. Major revenue sources for these funds include grants from the Commonwealth,
contributions, charges for services, and interest earnings.

e State Funds - The Township received $726,375 (compared to $694,075 in the prior year) from
the Commonwealth of Pennsylvania to pay for various expenses including roadway
resurfacing, snow removal, and capital purchases for the Public Works department.

e Offsite Development Fund — The Township received $70,000 (compared to $187,500 in the
prior year) from building contractors for open space projects.

e Zoning Hearing Board Fund - The Township received $100,000 from the Developer for the

Woodlands at Greystone subdivision development to pay for infrastructure engineering
inspections.
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e Zoning Hearing Board Fund - The Township received $293,629 from the Developer for the
Woodlands at Greystone subdivision development as financial security for the completion of

WEST GOSHEN TOWNSHIP
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improvements to the development.

The total fund balance of the Special Revenue Funds as of December 31, 2018 is $481,467 as
Of the current year fund balance of $481,467, $23,946
(State Funds) is restricted, and the balance of $457,521 (all other Special Revenue Funds) is assigned

compared to $225,932 in the prior year.

as previously explained.

Proprietary Funds. The Township’s proprietary funds provide the same type of information found in the

government-wide financial statements, but in more detail.

Unrestricted net position of the Sewer, Waste and Recycling, Sewer Authority, and Sewer Reserve
Funds at the end of the year amounted to $13,674,425 as compared to $13,556,366 in the prior year.
The total increase in net position was $732,372. Factors contributing to the finances of these three

funds have already been addressed in the discussion of the Township’s business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

The statement comparing the Township’s budget and actual results can be found on pages 30-31.
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For 2018, there was no need for any amendments to increase either the original estimated revenues
or original budgeted appropriations to the General Fund budget.

The program budget for the General Fund anticipated an increase in fund balance of $179,246.

Actual revenues and other financing sources exceeded budgeted amounts by $419,928. Actual
expenditures and other financing uses were under budgeted expenditures by $685,271. Below are
the significant budget variances:

Earned income taxes came in over budget ($223,737);

Interest earnings and rents came in over budget (§75,731);
Transfer taxes came in over budget ($153,295);

Miscellaneous revenues came in over budget ($68,675);

Cable TV franchise fees came in under budget ($51,220);
Vehicle code violations came in under budget ($43,037);
Interim real estate taxes came in under budget ($9,020);
Workers' Compensation came in under budget ($23,231);
Conferences and training came in under budget ($42,719);
Road maintenance materials came in under budget ($70,570);
Road construction materials came in under budget (5181,854).
Vehicle repairs and maintenance came in under budget (§19,991);
Storm water materials came in under budget ($47,807);
Employee insurance came in under budget ($234,465);
Professional services came in under budget ($45,648);

Minor capital expenses came in under budget ($33,395);
Major capital expenses across all departments came in under budget ($281,154);
EIT commissions came in over budget ($7,083);

Postage came in over budget ($5,370);

Traffic signal maintenance came in over budget ($23,636);
Utilities came in over budget ($13,170);

Legal expenses came in over budget ($115,013);
Unemployment compensation came in over budget ($8,395);
Communications came in over budget ($5,695); and

Snow materials came in over budget ($110,009).

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. The Township’s investment in capital assets for its governmental and business-type
activities as of December 31, 2018 amounted to $61,557,339, net of accumulated depreciation. This
investment in capital assets included land, buildings and improvements, machinery and equipment,
vehicles, land improvements, and infrastructure. The total increase in the Township’s investment in
capital assets for the current fiscal year was a total of approximately $5,171,085, net of accumulated
depreciation, or a 9.2 percent increase.
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Table 3
CAPITAL ASSETS
December 31, 2018 and 2017

Governmental Activities Business-type Activities Total
2018 2017 2018 2017 2018 2017
Buildings and improvements $ 12,203,032 $ 12,184,448 $ 12,464,636 $ 12,450,426 $ 24,667,668 $ 24,634,874
Machinery and equipment 6,666,514 6,588,987 11,076,149 10,312,165 17,742,663 16,901,152
Vehicles 3,513,692 3,326,679 936,081 936,081 4,449,773 4,262,760
Land 3,128,045 3,128,045 82,083 82,083 3,210,128 3,210,128
Land improvements 2,239,711 2,154,780 606,360 606,360 2,846,071 2,761,140
Infrastructure 50,155,132 49,742,865 16,883,150 16,883,150 67,038,282 66,626,015
Construction-in-progress 394,489 343,588 9,499,258 3,601,291 9,893,747 3,944,879
Total capital assets 78,300,615 77,469,392 51,547,717 44,871,556 129,848,332 122,340,948
Less accumulated depreciation (43,937,687) (42,534,023) (24,353,306) (23,420,671) (68,290,993) (65,954,694)
Capital assets, net of
depreciation $ 34,362,928 $ 34,935,369 $ 27,194,411 $ 21,450,885 $ 61,557,339 $ 56,386,254

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

$206,865 — completion/installation of the Hamlet Hill/Mayfair Circle project;
$10,000 - completion/installation of the Lambert Park clock;

$9,691 — donation towards the Lambert Park clock;

$108,707 - purchase of three vehicles for the Police Department;

$12,935 — purchase of a 911 recorder for the Police Department;

$20,303 - purchase of License Plate Recognition System for the Police Department;
$17,900 - purchase of a Vehicle evidence security gate for the Police Department;
$18,584 — purchase/installation of a snow retention system for the Roads Building;
$23,600 - purchase/installation of a Fire Control Panel in the Police Building;
$28,260 - purchase of a Caterpillar Asphalt Roller for the Roads Department;
$28,233 - purchase of one Pool Car for the Administration Department;

$374,713 - purchase of two trucks for the Roads Department;

$12,412 - purchase of one Riding Mower for the Parks Department;

$39,702 - purchase of one Chipper for the Parks Department;

$6,325 — purchase of one trailer for the Parks Department;

$14,042 - purchase of one Gator for the Parks Department;

$19,675 — purchase of one In-field Groomer for the Parks Department;

$10,870 - Gazebo’s for Hamlet Crest Park and South Concord Park;

$36,470 - Climbing Rock for South Concord Park;

$205,402 - donations of two roadways — Trot Lane and Gallop Lane;

$57,997 — construction-in-progress of a Generator for the Township Complex;
$4,208 - construction-in-progress for Security Cameras;

$182,511 - construction-in-progress of the Grubbs Mill culvert project; and
$23,050 - construction-in-progress of the Basin Road Stormwater Basin Retrofit.
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Major capital assets in the business-type activities and proprietary funds acquired during the current
fiscal year included the following:

$7,577 — completion of phone system for the Sewer Plant;

$7,090 - purchase of a Hydraulic Dump Trailer;

$13,488 - purchase of a Gator for the Sewer Plant;

$755,295 — completion/installation of bypass connections;

$67,051 - construction-in-progress of the sludge facility;

$56,149- construction-in-progress of pump station number 10;

$30,363- construction-in-progress of pump station number 11;

$62,667- construction-in-progress of pump station number 2;

$59,738- construction-in-progress of pump station number 13;

$3,175,201 - construction-in-progress of the digesters;

$1,276,145 — construction-in-progress of the headworks for the Sewer Plant;
$471,244- construction-in-progress for chemical system upgrades;
$993,263 - construction-in-progress of the 2017 sanitary sewer system;
$77,497 - construction-in-progress of the 2018 sanitary sewer system; and
$148,704 - construction-in-progress of the Comag system.

Additional information about the Township’s capital assets is presented in Note 4 to the financial
statements.

Long-term Debt

At December 31, 2018, the Township had $23,010,994 in bonds and notes outstanding versus
$23,494,883 last year — a decrease of 2.0 percent — as shown in Table 4 below.

Table 4
OUTSTANDING DEBT
For the Year Ended December 31, 2018

Governmental Activities Business-type Activities Total

2018 2017 2018 2017 2018 2017
General obligation notes $ 5,009,000 $ 5,435,000 $ - $ - $ 5,009,000 $ 5,435,000
Sewer Revenue notes - 18,001,994 18,059,883 18,001,994 18,059,883
Total Outstanding Debt $ 5,009,000 $ 5,435,000 $ 18,001,994 $ 18,059,883 $ 23,010,994 $ 23,494,883

In 2014, the Township completed a General Obligation Note Refunding (Series A and B of 2014)
restructuring the 1998 G.O. Note and the 2010 G.O. Note to take advantage of lower interest rates
and lower annual debt service payments. In 2017, the Sewer Authority completed a $17,055,000
Revenue Bond for the significant upgrades to the Sewer Wastewater Treatment Plant.  Other
obligations of the Township include compensated absences of $1,074,500, net pension liability of
$3,257,330, and net OPEB liability of $6,195,444.
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The Township was assigned a “AA+" rating from S & P Global Ratings 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 the Township is $67,328,510, which is significantly in excess of the Township’s outstanding

debt.

Additional information about the Township’s long-term debt can be found in Note 5 on pages 51-52 of
this report.

Economic Factors and Next Year’s Budgets and Rates

The following economic factors currently affect the Township and were considered in developing the
2019 fiscal year budget.

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 remain low with long-term interest rate
increases expected.

The overall improvement, both in economic activity and housing market opportunities,
continues to be vibrant. The number of real estate sales in the Township directly affects the
revenue streams of real estate transfer taxes.

The national unemployment rate decreased slightly from around 4.4 percent to approximately
3.9 percent, while the unemployment rate in Chester County is at a more modest 2.7 percent.

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

Restructuring of the Township’s current health insurance coverage to a new $1,500
single/$3,000 family deductible plan continues to provide insurance premium relief for the
Township.

The Township adopted a 2019 budget that projects a $48,595 surplus.

Township Real Estate Taxes were not increased for 2019.

The Sewer Authority issued a $17,055,000 bond to pay for infrastructure improvements,

resulting in a sewer rate increase in order to pay for the new bond’s debt service, effective in
2019.
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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 Chester, PA 19380.

General information relating fo the Township can be found on its website, http://www.westgoshen.org.

-23-



WEST GOSHEN TOWNSHIP

STATEMENT OF NET POSITION
DECEMBER 31, 2018
(With Summarized Comparative Data for December 31, 2017)

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Current Assets:
Cash and cash equivalents
Cash and cash equivalents, restricted
Investments
Investments, restricted
Accrued interest
Accounts receivable
Taxes receivable
Total Current Assets
Noncurrent Assets:
Investments
Investments, restricted
Depreciable capital assets, net
Land
Construction-in-progress
Net pension asset
Total Noncurrent Assets

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred OPEB

Deferred pension

TOTAL DEFERRED OUTFLOWS OF RESOURCES

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND
NET POSITION
Current Liabilities:
Accounts payable and other current liabilities
Developers' deposits
Compensated absences payable within one year
Long-term debt, due within one year
Total Current Liabilities
Noncurrent Liabilities:
Compensated absences, net of current portion
Long-term debt, net of current portion
Net OPEB liability
Net pension liability
Total Noncurrent Liabilities
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred pension

NET POSITION
Net investment in capital assets
Restricted for:
Capital reserve
Streets
Sewer
Unrestricted
TOTAL NET POSITION

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION

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

Governmental Business-type Totals

Activities Activities 2018 2017
$16,201,071 $ 5,969,296 $ 22,170,367 $ 22,836,248
- 4,407,653 4,407,653 9,895,412
1,193,918 5,350,768 6,544,686 2,988,359
- 3,005,624 3,005,624 1,956,695
- 33,573 33,573 13,793
133,038 3,645,712 3,778,750 4,352,655
2,609,047 - 2,609,047 2,705,900
20,137,074 22,412,626 42,549,700 44,749,062
- 488,780 488,780 1,443,913
- 2,422,026 2,422,026 3,168,085
30,840,394 17,613,070 48,453,464 49,231,247
3,128,045 82,083 3,210,128 3,210,128
394,489 9,499,258 9,893,747 3,944,879
- - - 867,068
34,362,928 30,105,217 64,468,145 61,865,320
54,500,002 52,517,843 107,017,845 106,614,382
400,742 34,142 434,884 195,571
3,408,579 749,986 4,158,565 1,793,319
3,809,321 784,128 4,593,449 1,988,890
$58,309,323 $53,301,971 $111,611,294 $108,603,272
$ 183,507 $ 728,110 $ 911,617 $ 1,376,408
- 55,515 55,515 53,302
64,898 10,317 75,215 69,331
439,000 672,889 1,111,889 483,889
687,405 1,466,831 2,154,236 1,982,930
862,219 137,066 999,285 921,115
4,570,000 17,329,105 21,899,105 23,010,994
5,433,562 761,882 6,195,444 5,492,771
2,611,942 645,388 3,257,330 629,978
13,477,723 18,873,441 32,351,164 30,054,858
14,165,128 20,340,272 34,505,400 32,037,788
2,226,877 315,069 2,541,946 3,198,042
29,353,928 17,497,746 46,851,674 46,391,196
4,315,074 - 4,315,074 4,512,139
23,946 - 23,946 40,341
- 1,474,459 1,474,459 1,467,065
8,224,370 13,674,425 21,898,795 20,956,701
41,917,318 32,646,630 74,563,948 73,367,442
$58,309,323 $53,301,971 $111,611,294 $108,603,272
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