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INDEPENDENT AUDITOR’S REPORT

To the Township Supervisors
East Buffalo Township

We have audited the accompanying financial statements of the governmental activities, each
major fund, and aggregate remaining fund information of the East Buffalo Township, 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. 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.

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, each major fund, and the
aggregate remaining fund information of the East Buffalo Township, as of December 31, 2018,
and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States
of America.
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Change in Accounting Principle

As discussed in Note 12 to the financial statements, in 2018, the Township adopted accounting
principles generally accepted in the United States of America, replacing the modified cash basis
of accounting. They also adopted new accounting guidance, GASBS No.75, Accounting and
Financial Reporting for Postemployment Benefits Other Than Pensions. Our opinion is not
modified with respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, schedule of changes
in net pension liability and the schedule of employer's contributions on pages 3-8, 15, 38 and 39
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 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 inquires 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.

M)‘Rﬂg\ﬁ”wﬂrm

August 23, 2019



EAST BUFFALO TOWNSHIP, UNION COUNTY, PENNSYLVANIA
MANAGEMENT'S DISCUSSION AND ANALYSIS

This discussion and analysis of East Buffalo Township's financial performance provides an overview of the
Township's financial activities for the fiscal year ended December 31, 2018. Please read it in conjunction with
the Township’s financial statements that begin on Page 9.

BASIS OF ACCOUNTING

Prior to 2018, the Township presented its financial statements on a modified cash basis of accounting. Basis
of accounting is a reference to when financial events are recorded. Modified cash basis, which does not
comply with Generally Accepted Accounting Principles (GAAP), combines elements of cash and accrual
accounting. Previous use of the modified cash basis of accounting, resulted in certain assets and their related
revenues (e.g., accounts receivable and revenue for provided service not yet collected) and certain liabilities
and their related expenses (e.g., accounts payable and expenses for goods received but not yet paid, and
accrued expenses and liabilities) not recorded. It is important to keep in mind that there are limitations that
result from use of modified cash basis of accounting.

Beginning with the 2018 fiscal accounting year the Township transitioned to accrual basis accounting, which
does comply with Generally Accepted Accounting Principles (GAAP). Accrual basis offers a number of
benefits over the previously used modified cash basis of accounting in terms of transparency, accountability,
and financial management. Accrual based reporting provides a more complete picture of the financial position
of the Township as a whole.

When reviewing the financial information and discussion within this report, the reader should keep in mind
that the change to accrual basis of accounting for Fiscal Year 2018 from the modified cash basis of
accounting for Fiscal Year 2017 results in presentation changes that are revealed in a comparison of the two
years. .

FINANCIAL HIGHLIGHTS

The change in the basis of accounting significantly impacts the presentation of the Township financials, most
notable, the significant difference in assets in a side-by-side comparison of the 2018 and the 2017
statements.

The Township’s 2018 receipts increased 0.2% over the 2017 receipts, while expenses increased 1.6%;
providing for total revenues to exceed total expenses for the 2018 fiscal year.

The Township's General Fund increased 31.1% during 2018. It is important to note that the General Fund
includes the Reserve Fund and the Other Post Employment Benefits (OPEB) investment account, which had
a combined decrease of 7.3%. .

Total Current Assets increased 24.15%. Total Assets and Deferred Outflows of Resources seemingly
increased 80%; however, this has more to do with the change in the basis of accounting than it does with a
change in the financial health of the Township. The 2018 change to the accrual basis of accounting includes
over $3M of Fixed Assets, Net of Accumulated Depreciation, that was previously not included in the modified
cash basis of accounting. If the Fixed Assets were removed for a comparison with the 2017 financials, the
Total Assets and Deferred Outflows of Resources increased 23.9%.

The change to the accrual basis of accounting has less impact on the presentation of Township liabilities.
Total Liabilities and Deferred Inflows of Resources decreased 8.5% by the end of 2018.
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The Total Net Position includes $228,991 of restricted funds, an increase of 12.48%. This is directly related
the Pennsylvania Department of Transportation Municipal Liquid Fuels funding, which has purchasing
restrictions. The Unrestricted amount in the Total Net Position is available to be used at the Board’s
discretion, without constraints established by debt covenants, enabling legislation, or other legal
requirements.

Total Liabilities, Deferred Inflows of Resources and Net Position, again seemingly increased 80%. However,
when taking into the consideration the newly reported Fixed Assets, Net of Accumulated Depreciation, Total
Liabilities, Deferred Inflows of Resources and Net Position increased 23.9%.

USING THIS ANNUAL REPORT

This annual report is presented in a format consistent with the presentation requirements of the Governmental
Accounting Standards Board (GASB) Statement No. 34, as applicable to the Township’s accrual basis of
accounting.

Report Components
This annual report consists of the following parts:

Government-Wide Financial Statements: The Statement of Net Position and the Statement of Activities
(beginning on page 8) provides information about the activities of the Township government-wide (or “as a
whole") and presents a longer-term view of the Township's finances.

Fund Financial Statements: Fund financial statements (starting on page 11) focus on the individual parts of
the Township government. Fund financial statements also report the Township's operations in more detail
than the government-wide statements by providing information about the Township’s most significant
(‘major”) funds. For governmental activities, these statements tell how these services were financed in the
short term as well as what remains for future spending.

Notes to the Financial Statements: The notes to the financial statements are an integral part of the
government-wide and fund financial statements and provide expanded explanation and detail regarding the
information reported in the statements.

Required Supplementary Information: This Management's Discussion and Analysis and the General Fund
Budgetary Comparison Schedule (starting on page 15) represent financial information required by GASB to
be presented. Such information provides users of the report with additional data that supplements the
government-wide statements, fund financial statements, and notes referred to as “the basic financial
statements”).

Reporting Entity Presentation
The Government-Wide Statement of Net Position and the Statement of Activities

The government-wide financial statements are presented on pages 9 and 10. One of the most important
questions asked about the Township’s finances is, “Is the Township as a whole better off or worse off as a
result of the years activities?" The Statement of Net Position and the Statement of Activities report
information about the Township as a whole and about its activities in a way that helps answer this question.
These statements include all of the Township’s assets and liabilities resulting from the use of the accrual
basis of accounting.

m
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Reporting the Township’s Most Significant Funds
The Fund Financial Statements

Our analysis of the Township's major funds begins on Page 6. The fund financial statements begin on page
11 and provide detailed information about the most significant funds - not the Township as a whole. Some
funds are required to be established by State law. However, the Township Board establishes certain other
funds to help it control and manage money for particular purposes or to show that it is meeting legal
responsibilities for using certain taxes, grants, and other money. The Township’s two kinds of funds are
governmental and proprietary.

Government Funds - Most of the Township's basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that are available
for spending. The governmental fund statements provide a detailed short-term view of the Township’s
general government operations and the basic services it provides. Governmental fund information helps
you determine (through a review of changes to fund balance) whether there are more or fewer financial
resources that can be spent in the near future to finance the Township's programs.

Proprietary Funds — These are used to account for operations that are financed and operated in a manner
similar to private business enterprises where the costs of providing zoning services to the general public
on a continuing basis is financed through user charges.

A FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net Position — Accrual Basis

GASB Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of GASB
Statement No. 27, significantly changes how long-term obligations and annual costs associated with pension
benefits are measured and reported. Implementation of GASB 68 results in significant differences on
government-wide reporting.

Fiscal Year Ended December 31, 2018 Page §



Governmental Activities

ASSETS
Current Assets
Cash and cash equivalents
Investments
Accounts Receivable
Prepaid Expenses
Total Current Assets

Fixed Assets, net of accumulated depreciation

Other Assets

Note Receivable
Net Pension Obligation (Asset)

Deferred Outflows of Resources, Pensions/OPEB
Total Assets and Deferred Outflows of Resources

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Payroll
Current Portion of Long-Term Debt
Total Current Liabilities

Long-Term Liabilities
Other Post-Employment Benefits
Long-term portion of debt
Total Long-Term Liabilities

Deferred Inflows of Resources, Pensions

Total Liabilities and Deferred Inflows of Resources

NET POSITION
Restricted

Unrestricted
Total Net Position

Total Liabilities, Deferred Inflows of Resources and
Net Position

December 31, 2018

December 31, 2017

$5,955,867 $4,589,778
$1,108,405 $1,135,063
$29,457 -
$37,351 $19,083
$7,131,080 $5,743,924
$3,325,898
68,851
$5,136 $128,585
$395,810 $203,821
$10,926,775 $6,076,330
$254,665 $130,778
$11,390 $9,607
$345,829 $338,617
$611,884 $479,002
$940,977 $1,006,287
$2,004,795 $2,387,597
$2,945,772 $3,393,884
$57,842 $78,785
$3,615,498 $3,951,671
$228,991 $203,587
$7,082,286 $1,921,072
$7,311,277 $2,124,659
$10,926,775 $6,076,330
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Changes In Net Position - Modified Cash Basis

For the year ended December 31, 2018, Net Position changed as follows:

Governmental Activities 2018

2018 2017
RECEIPTS
Taxes $4,332,691 $4,156,763
Licenses & Permits $51,438 $41,585
Fines & Forfeits $6,561 $5,867
Interest, Rents & Royalties $65,134 $57,105
Intergovernmental Revenues ! $343,205 $289,009
Unrealized Gain 2 $0 $167,693
Charges for Services 3 $79,825 $35,463
Non-Revenue $119,985 $126,367
TOTAL RECEIPTS $4,998,839 $4,879,852
DISBURSEMENTS
General Government ¢ $439,918 $497,840
Public Safety 5 $1,459,396 $1,393,788
Health & Human Services $0 $400
Public Works - Sanitation & $13,859 $66,641
Highways, Streets & Roads 7 $929,826 $962,722
Culture & Recreation $116,748 $107,425
Debt Service Principal & Interest $430,040 $390,954
Employer Withholding & Benefits $280,885 $213,024
Insurance $63,631 $59,769
Unrealized Loss $26,659 $0
TOTAL DISBURSEMENTS $3,760,962 $3,692,563
Excess of Receipts Over Disbursements $1,237,877 $1,187,289
Modified Cash Basis Fund Balance - January 1 $5,603,539 $4,416,250
Adjustments for modified cash to accrual 23,609
Modified Cash Basis Fund Balance - December 31 - $5,603,539
Accrual Basis Fund Balance — December 31 $6,865,025

! Intergovernmental Revenues includes multiple state and local government sources. Although the DEP Act
101 Recycling grant funding significantly decreased for 2018 as a two-year grant round came to a close,
Municipal Liquid Fuels funding increased 4.73% and the Township received Municipal Pension System
State Aid Program assistance in 2018, but not in 2017 due to the annual calculation for the Township’s
Minimum Municipal Obligation (MMO).

2 Unrealized Gain is associated with the Other Post-Employment Benefits (OPEB) investment funding

e
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initiated in late 2016 but had no gains in 2018.

3 Charges for Services increased primarily as a result of an increase in Planning, Zoning, Subdivision and
Land Development activities. The most significant change was due to the construction of the Bucknell
University Academic East Building.

4 General Government expense decreases were the result of (1) Lower expenses for Municipal complex
construction projects in 2018; (2) A change to the membership of the Board of Supervisors beginning in
2018, which reduced medical expenses, employer payroll expenses, and the elimination of cellular service
all for the departed Supervisor.

5 Public Safety increased primarily due to the increase in Planning, Zoning, Subdivision and Land
Development increase in building and construction.

5 Public Works — Sanitation decreased in expenses resulting from equipment and service purchases for the
Township Recycling Program being less than the prior year.

" Highways, Streets & Roads expenses decreased primarily due to lower cost for equipment, winter supplies
and contracted street maintenance/construction.

8 Employer Withholding & Benefits increased due to a pension contribution and a re-allocation of worker's
compensation expenses directly to an Employer Withholding and Benefits account code.

Governmental Activities

To aid in the understanding of the Statement of Activities, some additional explanation is given. Of particular
interest is the format that is significantly different from a typical Statement of Revenues, Expenses, and
Changes in Fund Balance. You will notice that expenses are listed in the first column, with revenues from
that particular program reported to the right. The result is a Net (Expense)/Revenue. This type of format
highlights the relative financial burden of each of the functions on the Township's taxpayers. It also identifies
how much each function draws from the general revenues or if it is self-financing through fees and grants or
contributions. All other governmental revenues are reported as general.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

For the upcoming fiscal year ending December 31, 2019, the Township's budget is fairly consistent with this
year. However, major infrastructure projects funding and expenditures will likely alter 2018 to 2019 variances
for overall revenues and expenses.

CONTACTING THE TOWNSHIP FINANCIAL MANAGEMENT

This report is designed to provide citizens and taxpayers, customer, and creditors with a general overview of
the Township’s finances and to demonstrate the Township's accountability for the money it receives. If you
have questions about this report or need additional financial information, contact the Township Manager,
East Buffalo Township, 589 Fairground Road, Lewisburg, PA 17837, Telephone 570-523-6320.

M
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East Buffalo Township

STATEMENT OF NET POSITION

December 31, 2018

Governmental
Activities Total
ASSETS
Current Assets
Cash and cash equivalents $ 5,955,867 $ 5,955,867
Investments 1,108,405 1,108,405
Accounts Receivable 29,457 29,457
Prepaid Expenses 37,351 37,351
Total Current Assets 7,131,080 7,131,080
Fixed Assets, net of accumulated depreciation 3,325,898 3,325,898
Other Assets
Note Receivable 68,851 68,851
Net Pension Obligation (Asset) 5,136 5,136
73,987 73,987
Deferred Outflows of Resources, Pensions 255,308 255,308
Deferred Outflows of Resources, OPEB 140,502 140,502
Total Assets and Deferred Outflows of Resources $ 10,926,775 $ 10,926,775
LIABILITIES
Current Liabilities
Accounts Payable $ 254,665 $ 254,665
Accrued Payroll 11,390 11,390
Current Portion of long-term debt 345,829 345,829
Total Current Liabilities 611,884 611,884
Long-Term Liabilities:
Net OPEB Liability 940,977 940,977
Long-term portion of debt 2,004,795 2,004,795
Total Long-Term Liabilities 2,945 772 2,945 772
Deferred Inflows of Resources, Pensions 57,842 57,842
Total Liabilities and Deferred Inflows of Resources $ 3,615,498 $ 3,615,498
NET POSITION
Net Investment in Capital Assets $ 981,274 $ 981,274
Restricted 228,991 228,991
Unrestricted 6,101,012 6,101,012
Total Net Position $ 7,311,277 $ 7,311,277
Total Liabilities, Deferred Inflows of Resources
and Net Position $ 10,926,775 $ 10,926,775

See accompanying notes to the basic financial statements.

-9-



East Buffalo Township
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2018

Program Receipts

Net (Expenditures) Receipts and
Changes in Net Assets

Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenditures Services Contributions Contributions Activities Total
Primary Government:
Governmental activities:
General Government $ 1,054,014 $ 111,481 $ 45,635 $ - (896,898) $ (896,898)
Public Safety 1,538,667 119,145 - - (1,419,522) (1,419,522)
Streets and Public Works 994,315 9,193 306,237 - (678,885) (678,885)
Culture and Recreation 116,748 - - - (116,748) (116,748)
Total Governmental Activities 3,703,744 239,819 351,872 - (3,112,053) (3,112,053)
Total Primary Government $ 3,703,744 $ 239,819 $ 351,872 $ - $ (3,112,053) $ (3,112,053)
General receipts:
Taxes:

Earned Income 1,283,682 1,283,682

Real Estate 2,338,322 2,338,322

Other Taxes 710,687 710,687

Investment Income 38,475 38,475

Total General Receipts and Transfers 4,371,166 4,371,166

Change in Net Position 1,259,113 1,259,113

Net position - beginning, as restated 6,052,164 6,052,164

Net position - ending $ 7,311,277 $ 7,311,277

See accompanying notes to the basic financial statements.
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ASSETS
Cash and cash equivalents
Investments
Accounts Receivable
Prepaid Expenses

Total Assets

Liabilities and Fund Balances
Liabilities

Accounts Payable

Accrued Payroll

Total Liabilities

FUND BALANCES
Unreserved
Reserved

Total Fund Balances

Total Liabilities and Fund Balances

East Buffalo Township
BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2018

Total
General Special Governmental
Fund Revenue Funds
$ 5,605,914 $ 349,953 $ 5,955,867
1,108,405 - 1,108,405
29,457 - 29,457
37,351 - 37,351
$ 6,781,127 $ 349,953 $ 7,131,080
$ 254,665 - $ 254,665
11,390 - 11,390
$ 266,055 3 - $ 266,055
$ 6,515,072 $ 120,962 $ 6,636,034
- 228,991 228,991
$ 6,515,072 $ 349,953 $ 6,865,025
$ 6,781,127 $ 349953 $ 7,131,080

See accompanying notes to the basic financial statements.
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East Buffalo Township

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION
December 31, 2018

Total Fund Balances -- Governmental Funds

Amounts reported for governmental activities in the statement
of net position are different because:

Capital Assets used in governmental activities are not financial
resources and therefore are not reported as assets in governmental
funds. The cost of assets is $4,928,017, and the accumulated
depreciation is $1,602,119.

Notes Receivable are not due and receivable in the current period,
and therefore are not reported as assets in the funds. Notes
Receivable had-a balance at year end of:

Other Assets used in governmental activites are not
financial resources and therefore are not reported as
assets in governmental funds.

Net pension obligation (asset)
Long-term portion of other post employment benefits are not due
and payable in the current period and are not reported as
liabilities in the funds
Long-term liabilities are not due and payable in the
current period, and therefore are not reported as
liabilities in the funds. Long-term liabilities at
year end consist of:

Notes payable

Deferred outflows and inflows of resources are applicable to future
periods and, therefore are not reported in the funds

Deferred outflows of resources
Deferred inflows of resources

Total Net Position - Governmental Activities

$

6,865,025

3,325,898

68,851

5,136

(940,977)

(2,350,624)

395,810
(57,842)

7,311,277

See accompanying notes to the basic financial statements.
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East Buffalo Township
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
Governmental Funds
For the Year Ended December 31, 2018

Total
General Special Governmental
Fund Revenue Funds

Receipts
Taxes:
- Real Estate $ 2,239,425 - $ 2,239,425
- Fire - 236,566 236,566
- Real Estate Transfer 227,327 - 227,327
- Earned Income 1,283,682 - 1,283,682
-LST 182,755 - 182,755
- Delinquent Real Estate 98,897 - 98,897
- Water - 28,602 28,602
- Light - 35,437 35,437
Licenses and Permits 51,438 - 51,438
Fines and Forfeits 6,561 - 6,561
Interest 59,185 5,949 65,134
Zoning 79,825 - 79,825
Recycling 17,860 - 17,860
Firemen's Association - 39,320 39,320
Intergovernmental Revenues 45,635 297,570 343,205
Non-Revenue:
- Sale of Fixed Assets 24 602 - 24,602
- Other 38,203 - 38,203

Total Receipts 4,355,395 643,444 4,998,839
Disbursements
General Government:
- Legislative 30,659 - 30,659
- Executive 77,291 - 77,291
- Tax Collection 75,565 6,415 81,980
- Legal 41,498 - 41,498
- Secretary 45,001 - 45,001
- Engineering 40,749 - 40,749
- Building 122,740 - 122,740
Public Safety:
- Police 1,097,239 - 1,097,239
- Fire - 293,832 293,832
- Planning, zoning, emergency management 65,897 - 65,897
- Animal Officer 2,428 - 2,428
Public Works:
- Streets 622,375 275,941 898,316
- Recycling 6,184 - 6,184
- Lights - 31,510 31,510
- Sanitation 7,675 - 7,675
Culture - Recreation 116,748 - 116,748
Miscellaneous Expenditures:
- Debt Principal 375,590 - 375,590
- Debt Interest 54,450 - 54,450
- Payroll Benefits 205,685 - 205,685
- Retirement Contribution 40,590 - 40,590
- Payroll Taxes 34,610 - 34,610
- Insurance 63,631 - 63,631
- Unrealized Loss 26,659 - 26,659

Total Disbursements 3,153,264 607,698 3,760,962
Excess (Deficit) of Receipts Over Disbursements 1,202,131 35,746 1,237,877
Fund Balance - January 1, 2018, as restated 5,312,941 314,207 5,627,148
Fund Balance - December 31, 2018 $ 6,515,072 349,953 $ 6,865,025

See accompanying notes to the basic financial statement.
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East Buffalo Township
RECONCILIATION OF THE GOVERNMENTAL FUND STATEMENT
OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2018

Total net change in fund balance - governmental funds $ 1,237,877

Amounts reported for governmental activities in the statement
of activities are different because:

Receipt of payments on the note receivable are recorded as revenue
on the governmental funds but are reductions in the note on the
government wide statements (9,323)

Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is

allocated over their estimated useful lives as depreciation expense.
This is the amount by which depreciation exceeds capital outlays in

the period.
Depreciation Expense (223,311)
Capital Outlays 59,200 (164,111)

Repayment of loan principal, net of new principal is an expenditure in the
governmental funds, but the repayment reduces
long-term liabilities in the statement of net position. 375,590

Governmental funds report pension contributions as expenditures.
However, in the Statement of Activities, the cost of pension benefits
earned net of employee contributions is reported as pension expense.

Pension Contributions - governmental funds 40,590
Cost of benefits earned, net of employee contributions (91,609)

Other post-employment benefit expense does not require the use
of current financial resources and, therefore, are not reported as

expenditures in governmental funds. (129,901)
180,920
Change in net position of governmental activities $ 1,259,113

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

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES

GENERAL FUND

For the Year Ended December 31, 2018

IN FUND BALANCE - BUDGET AND ACTUAL

General Fund

Receipts Original and
Taxes: Final Budget Actual Variance
- Real Estate $ 2,198,445 $ 2,239,425 $ 40980
- Real Estate Transfer 175,000 227,327 52,327
- Earned Income 1,150,000 1,283,682 133,682
-LST 165,000 182,755 17,755
- Delinquent Real Estate 65,000 98,897 33,897
Licenses and Permits 44 530 51,438 6,908
Fines and Forfeits 6,000 6,561 561
Interest 33,000 59,185 26,185
Zoning 30,000 79,825 49,825
Recycling 17,000 17,860 860
Intergovernmental Revenues 27,636 45,635 17,999
Miscellaneous Revenue:
- Sale of Fixed Assets - 24,602 24,602
- General Miscellaneous 36,650 38,203 1,553
Total Receipts 3,948,261 4,355,395 407,134
Disbursements
General Government:
- Legislative 44 390 30,659 13,731
- Executive 81,115 77,291 3,824
- Tax Collection 81,000 75,565 5,435
- Legal 50,000 41,498 8,502
- Secretary 57,950 45,001 12,949
- Engineering 80,000 40,749 39,251
- Building 180,360 122,740 57,620
Public Safety:
- Police 1,107,770 1,097,239 10,531
- Planning, Zoning, Emergency Management 53,825 65,897 (12,072)
- Animal Officer 10,500 2,428 8,072
Health & Welfare 500 - 500
Public Works - Streets
- Streets 1,195,025 622,375 572,650
- Recycling 20,000 6,184
- Sanitation 5,000 7,675 (2,675)
Culture - Recreation 116,031 116,748 (717)
Miscellaneous Expenditures:
- Debt Principal - 375,590 (375,590)
- Debt Interest 52,443 54,450 (2,007)
- Payroll Benefits and Taxes 336,836 280,885 55,951
- Insurance 73,500 63,631 9,869
- Unrealized Loss - 26,659 (26,659)
Total Disbursements 3,546,245 3,153,264 379,165
Excess (Deficiency) of Receipts over Disbursements 402,018 1,202,131 786,299
Other Financing Sources - Operating Transfers out (250,000) - 250,000
Excess of Disbursements over Receipts
and Other Financing Sources $ 152,016 $ 1,202,131 $ 1,036,299
Fund Balance - January 1, 2018 5,312,941 5,312,941
Fund Balance - December 31, 2018 $ 5,464,957 $ 6,515,072

See accompanying notes to the basic financial statements.
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East Buffalo Township
STATEMENT OF NET POSITION
FIDUCIARY FUNDS
December 31, 2018

Pension
Fund
Assets
Cash $ 13,188
Investments 1,198,474
Total Assets $ 1,211,662
Net Position
Net Position (unrestricted) 3 1,211,662
Total Net Position $ 1,211,662

See accompanying notes to the basic financial statements.

-16-



East Buffalo Township
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN NET POSITION
FIDUCIARY FUNDS
December 31, 2018

Pension
Fund
Receipts
Interest 3 77
Total Receipts 77
Disbursements
Securities Depreciation 22,617
Pension Benefits 44 648
Total Disbursements 67,265
Excess (Deficiency) of Receipts over Disbursements (67,188)
Net Position - January 1, 2018 1,278,850
Net Position - December 31, 2018 $ 1,211,662

See accompanying notes to the basic financial statements.
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Note 1 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018

Organization and Summary of Significant Accounting Policies

The East Buffalo Township was incorporated in 1836. The Township provides the
following services: Police protection; maintenance and repair of roads and bridges;
and general administrative service.

The financial statements of East Buffalo Township have been prepared in
accordance with generally accepted accounting principles (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is
the authoritative standard-setting body for the establishment of governmental
accounting and financial reporting principles. The more significant of these
accounting policies are as follows:

A. Reporting Entity

In evaluating the township as a reporting entity, management has addressed all
potential units which may or may not fall within the township’s financial
accountability. The criteria used to evaluate component units for possible inclusion
as part of the township’s reporting entity are financial accountability and the nature
and significance of the relationship. The township is not a component unit of
another reporting entity, nor does it have any component units.

B. Fund Accounting

The accounts of the township are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are
accounted for by providing a separate set of self-balancing accounts which
comprise its assets, liabilities, fund equity, revenues, and expenditures, or
expenses, as appropriate. Resources are allocated to and accounted for in
individual funds based upon the purposes for which they are to be spent.

C. Basis of Presentation

Government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the
township. As a general rule, the effect of interfund activity has been eliminated
from these statements. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately in the government-
wide financial statements from business-type activities, which rely, to a significant
extent on fees and charges for support.
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Note 1 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Organization and Summary of Significant Accounting Policies (Continued)

The statement of activities presents a comparison between direct expenses and
program revenues for business-type activities and for each function of the
township’s governmental activities. Direct expenses are those that are clearly
identifiable within a specific function or segment. Program revenues include
charges to customers who purchase, use, or directly benefit from goods, services,
or privileges provided by a given function or segment. In addition, program
revenues include grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.

Fund financial statements are also provided in the report for all of the
governmental funds and proprietary funds of the township.

Proprietary funds distinguish operating revenues and expenses from nonoperating
items. Operating revenues and expenses generally result from providing services
and producing and delivering goods in connection with the proprietary fund's
principal ongoing operations. All revenues or expenses not meeting this definition
are reported as nonoperating revenues and expenses. The township does not
have any proprietary funds.

The Township reports the following major governmental funds:

The general fund is the township’s primary operating fund. It accounts for
all financial resources except those required to be in another fund.

The special revenue funds are used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specific
purposes.

The capital fund is used to account for amounts designated for construction
and major renovation projects.

D. Budgetary Data

Formal budgets are employed as a management control for selected funds of the
township. Annual operating budgets are adopted each fiscal year for the General
Fund, Capital Fund, Special Revenue Fund, and the Enterprise Fund. The same

basis of accounting is used to prepare budgets and the actual statements of
receipts and disbursements.
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Note 1 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Organization and Summary of Significant Accounting Policies (Continued)

E. Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the
government-wide financial statements. Capital assets are defined by the township
as assets with an initial, individual cost of more than $1,500 and an estimated
useful life in excess of one year. Capital Assets purchased with long-term debt
may be capitalized regardless of the thresholds established. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed.

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

All reported capital assets are depreciated using the straight-line method over the
following estimated useful lives:

Assets Years
Buildings 40
Building Improvements 40
Vehicles 5
Equipment 10
F. Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

G. GASB Statement No.68

The Township adopted Statement of Governmental Accounting Standards (GASB
Statement) No. 68, “Accounting and Financial Reporting for Pensions — an
amendment of GASB Statement No. 27" in the year ended December 31, 2015.
The Township also adopted the provisions of GASB Statement No. 71, “Pension
Transition for Contributions made Subsequent to the Measurement Date — an
amendment of GASB Statement No. 68"

H. GASB Statement No. 75

The Township adopted the provisions of GASB Statement No. 75, “Accounting and
Financial Reporting for Postemployment Benefits Other Than Pensions” for the
year ended December 31, 2018. The adoption of this statement resulted in a
restatement of beginning net position (see Note 12).
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Note 1 -

Note 2 -

Note 3 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Organization and Summary of Significant Accounting Policies (Continued)

l. Subsequent Events

Management has evaluated subsequent events through August 23, 2019, the date
on which the financial statements were available to be issued.

Explanation of Certain Differences between Governmental Fund Statements
and Government-wide Statements

Due to the differences in the measurement focus and basis of accounting used on
the government fund statements and government-wide statements, certain
financial transactions are treated differently. The basic financial statements contain
a full reconciliation of these items.

Explanation of Differences between Governmental Funds Statement of Revenues,
Expenditures and Changes in Fund Balances and the Statement of Activities

a. Capital related differences include non-facility related fixed asset
purchased recorded as an expenditure in the functional categories listed
under current expenditures in the government fund statements and
capitalization and recording of depreciation expense in the statement of
activities.

b. Debt related differences include long term debt principal payments
recorded as an expenditure in the functional categories listed under current
expenditures in the government fund statements and recording of a
decrease of long-term payable in the statement of net position.

Cash
Custodial Credit Risk — Deposits

The table presented below is designed to disclose the level of custodial credit risk
assumed by the Township based upon how its deposits were insured or secured
with collateral at December 31, 2018. The categories of custodial credit risk are
defined as follows:

Category 1 -- Insured by Federal Deposit Insurance Corporation
(FDIC) or collateralized with securities held by the
Township (or public trust) or by its agent in its name.

Category 2 - Uninsured but collateralized with securities held by
the pledging financial institutions trust department
or agent in the Township’s name.

Category 3- Uninsured and uncollateralized; or collateralized with
securities held by the pledging financial institution or
by its trust department or agent but not in the Township's
name; or properly collateralized with no written and
approved collateral agreement.
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Note 3 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Cash (Continued)
Custodial Credit Risk — Deposits (Continued)

Primary Government

Total Bank Total Carrying
Type of Deposits Balance 1 2 3 Value
Insured deposits $ 250,000 $250,000 % -0-  $-0- $ 250,000
Uninsured deposits:
Collateralized 5,767,430 -0- 5,767,430 -0- $5,705,867
Uncollateralized -0- -0- -0- -0- -0-
Total Deposits $6,017,.430 $250,000 $5,767.430 $-0-  $5,955,867
Note 4 - Property Taxes — Real Estate
Property taxes, which are 4.50 mills, fire protection .46 mills, street light .07 mills
and fire hydrant .08 mills, are billed on March 1 and are payable under the
following terms: 2% discount March 1 through April 30; face amount May 1 through
June 30, and a 10% penalty on July 1. The Township employs an elected tax
collector to collect the property tax levied. Tax collectors remit Township tax
collections at least monthly and are paid a commission based upon net collections
(i.e., face amount less discount, plus penalty). Tax revenues are recognized when
received rather than when taxes are billed.
Note 5 - Postemployment Benefits Other Than Pensions

Plan Description:

The East Buffalo Township Postemployment Benefits Plan (the Plan) is a single-
employer defined benefit healthcare insurance plan administered by the Township
Supervisors. All employees are eligible to participate in the Plan. Inasmuch as the
Plan has no assets, reporting any other employee benefit trust fund in the
accompanying financial statements is not required nor was a separate or stand-
alone report issued.

Eligibility for Benefits:

Non-Uniformed: Non-Uniformed employees hired on or before November 30, 2013
are eligible for coverage upon retirement after attainment of age 65 with either 20
years of continuous service or continuous service from April 25, 2007 to the date
of attainment of age 65.

Uniformed: Uniformed employees hired on or before January 1, 2011 will be
eligible for coverage upon retirement after attainment of age 50 with 25 years of
continuous service or attainment of age 65 with continuous service from August 8,
2011 to the date of attainment of age 65.
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Note 5 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Postemployment Benefits Other Than Pensions (Continued)

Benefits:

The Plan provides postemployment healthcare insurance benefits to Non-
Uniformed and Uniformed employees of the Township as follows:

Non-Uniformed: Eligible employees may receive medical, prescription drug, dental,
and vision benefits currently provided to active non-uniformed employees.
Benefits are available to the retiree and spouse. The Township shall pay 100% of
the premiums. Upon the death of a retired employee, the surviving spouse can
continue equal coverage as if the employee had not died. Upon attainment of age
65, the retiree and/or spouse must enroll in a Medicare supplement plan to
continue coverage.

Uniformed: Eligible employees may receive medical, prescription drug, dental, and
vision benefits currently provided to active uniformed employees. For an
employee who attains age 50 with 25 years of service, coverage discontinues after
15 years. For an employee who attains age 65 with continuous service from
August 8, 2011 to the date of attainment of age 65, but does not reach 25 years of
service, coverage discontinues after 5 years. Benefits are available to the retiree
and spouse. The Township shall pay 100% of the premiums. Upon the death of
a retired employee, the surviving spouse can continue equal coverage as if the
employee had not died. Upon attainment of age 65, the retiree and/or spouse
must enroll in a Medicare supplement plan to continue coverage.

Plan Membership:
At January 2, 2018, the Plan’s membership consisted of the following:

Non-Uniformed Uniformed
Active Participants 7 4
Retired Participants 4 5
Total 11 9

Total OPEB Liability, OPEB Expense, Assumptions, Sensitivity, Deferred Inflows
and Outflows of Resources Related to OPEB

Actuarial Assumptions and Other Inputs:

The total OPEB liability in the January 1, 2018 actuarial valuation was determined
using the following actuarial assumptions and other inputs, applied to all periods
included in the measurement, unless otherwise specified:

Discount Rate

7.50%. The long-term expected rate of return on OPEB plan investments is
7.50% and the municipal bond rate is 3.64% based on the S&P Municipal Bond
20 Year High Grade Rate Index as of December 31, 2018.
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Note 5 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Postemployment Benefits Other Than Pensions (Continued)

Actuarial Assumptions and Other Inputs: (Continued)

Salary

An assumption for salary increases is used only for spreading contributions over
future pay under the entry age normal cost method. For this purpose, annual
salary increases are assumed to be 5.50% for Uniformed and 5.00% for Non-
Uniformed.

Retiree Contributions
There are no retiree contributions.

Health Care Cost Trend Rate
6.0% in 2018 and 5.5% in 2019 through 2021. Rates gradually decrease from
5.4% in 2022 to 3.8% in 2075 and later based on the Society of Actuaries Long-
Run Medical Cost Trend Model.

Actuarial Cost Method- Entry Age Method

Under the Entry Age Normal Cost Method, the Normal Cost is the present value
of benefits allocated to the year following the valuation date. Benefits are
allocated on a level basis over the earnings of an individual between the date of
hire and the assumed retirement age. The Accrued Liability as of the valuation
date is the excess of the present value of future benefits over the present value
of future Normal Cost. The Unfunded Accrued Liability is the excess of the
Accrued Liability over the Actuarial Value of Assets. Actuarial gains and losses
serve to reduce or increase the Unfunded Accrued Liability.

Participant Data
Based on census information as of January 1, 2018.

Mortality
Mortality rates are assumed using the IRS 2017 Static Combined Table for Small
Plans. Incorporated into the table are rates for annuitants projected 7 years and

rates for non-annuitants projected for 15 years using Scale AA to reflect mortality
improvement.

For the year ended December 31, 2018, the Township recognized the following
OPEB Expense:

Non-Uniformed Uniformed  Total

Service Cost $14,590 $19,421 $34,011
Interest on Total OPEB Liability 48,502 93,119 141,621
Expected Investment Income (28,856) (56,274) (85,130)
Amortization of Deferred Outflows 16,394 23,005 39,399
Total OPEB Expense $50,630 $79.271  $129.901
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Note 5 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Postemployment Benefits Other Than Pensions (Continued)

Changes in Net Pension Liability

The following table shows the changes in the Non-Uniformed net pension liability
as of the measurement date of January 1, 2018:

Non-Uniformed _ Uniformed Total

Total OPEB Liability
Balances at 12/31/2017 $648,012 $1,263,734 $1,911,746
Service Cost 14,590 19,421 34,011
Interest 48,502 93,119 141,621
Changes in Benefit Terms - - -
Changes of Assumptions 52,338 16,020 68,358
Differences between expected

and actual experience - - -
Benefit Payments (29.377) (76,732) (106.109)
Balances at 12/31/2018 $734,065 $1,315,562 $2,049,627
Plan Fiduciary Net Position
Balances at 12/31/2017 $384,745 $750,318 $1,135,063
Contributions-Employer 29,377 76,732 106,109
Contributions- Employee - - -
Net Investment Income 12,313 (38,726) (26,413)
Benefit Payments (29,377) (76,732)  (106109)
Administrative Expense - - -
Balances at 12/31/2018 $397.058 $711,592 $1,108.650
Net OPEB Liability $337,007 _ $603,970 $940,977

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend
Rates.

The following presents the net OPEB liability of the Plan, as well as what the
Plan’s net OPEB liability would be if it were calculated using a healthcare cost
trend rates that are 1-percentage point lower or 1-percentage higher than the
current healthcare cost trend rates:

Non-Uniformed Uniformed  Total

Net OPEB Liability

1% Increase $448,151 $717,829 $1,165,980
Current Rates 337,007 603,970 940,977
1% Decrease 244 825 501,729 746,554
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Note 5 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Postemployment Benefits Other Than Pensions (Continued)

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate.

The following presents the net OPEB liability of the Plan, as well as what the
Plan’s net OPEB liability would be if it were calculated using a discount rate that is
1-percentage point lower (6.5%) or 1-percentage higher (8.5%) than the current
discount rate:

Non-Uniformed Uniformed  Total

Net OPEB Liability

1% Increase (8.50%) $261,225  $525,052  $786,307
Current Discount Rate (7.50%) 337,007 603970 940,977
1% Decrease (6.50%) 426,343 690,598 1,116,941

For the year ended December 31, 2018, the Township reported deferred outflows
of resources related to OPEB as follows:

Non-Uniformed Uniformed  Total

Deferred Outflows of Resources
Difference between Expected and

Actual Experience $ -
Changes in Assumptions 39,253
Net Difference between Projected

and Actual Earnings 13,234 76,000 89,234
Total Deferred Outflows $52.487 $88,015  $140,502

$ $

12,015 51,268

The Township did not have any deferred inflows of resources related to OPEB at
December 31, 2018.

Amounts reported as deferred outflows of resources related to OPEB will be
recognized in OPEB expense as follows:

Year Ended -

December 31, 2019 $ 16,394 $23,005 $39,399
December 31, 2020 16,394 23,005 39,399
December 31, 2021 16,392 23,005 39,397
December 31, 2022 3,307 19,000 22,307
December 31, 2023 - - -
Thereafter - - -
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Note 6 -

East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Pension Plans

The East Buffalo Township Non-Uniformed Employee Pension Plan is a single-
employer defined benefit pension plan. All full-time employees, hired on or before
December 31, 2014, working 35 hours per week are entitled to the Township
Pension Plan. The non-uniformed pension is administered by West Milton State
Bank.

The following disclosures are provided from the most recent actuarial reports
dated January 1, 2017, supplied to the Township by Conrad Siegel Actuaries.

A Summary of Actuarial Data as of January 1, 2017:

1. Actuarial present value of future benefits:

$1,359,285
2. Actuarial present value of future normal cost:

$ 265434
3. Actuarial accrued liability (Item 1-2):

$1,093,851
4, Actuarial value of assets: $1,188,540

5. Unfunded Actuarial Accrued Liability (Iltem 3-4):
$ (94,689)
(Actuarial value of assets in excess of
actuarial accrued liability).

6. Normal cost (employer and employee), excluding
administrative expenses:
$ 29,858
7. Normal cost as a percentage of annual covered payroll:
6.1%
8. Annual covered payroll: $ 485,828
9. Average administrative expenses: $ 1,948
10. Actual or estimated member contributions:
$-0-
11. Net assets available for benefits (market value):
$1,188,540
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East Buffalo Township
Notes to Financial Statements
December 31, 2018

(Continued)
Note 6 - Pension Plans (Continued)
B. Presentation of Benefit Plan Provisions

1. Normal Retirement Age: Prior to July 1, 1987, eligible at
age 65 or 5 year after entering
Plan. After July 1, 1987,
eligible at age 65 with 20
years of service.

2. Early Retirement: Age 55 with 10 years of
service.

3. Vesting: Vest after 3 years of service.

4. Retirement Benefit:

Monthly benefit equals 0.5% of average
monthly pay, times the number of years of
service. Minimum monthly pension benefit

of $400. Average monthly pay is equal to
highest consecutive 3 calendar years of pay
out of the last 5 years of pay before retirement.

5. Survivor Benefit:
If hired prior to July 1, 1987, payments during
surviving spouse’s lifetime equal to 100% of
initial amount payable to participant. If hired
after July 1, 1987, spouse’s benefit equals
50% of the initial amount.

6. Member Contributions: none
C. Other Disclosures:
Actuarial

Accrued Unfunded
Actuarial Actuarial  Liability AAL Funded Annual UAAL as a %
Valuation Value of  (AAL) (UAAL) Ratio Covered  of Covered
Date Assets Entry Age  (2)-(1) (N/(2) Payroll Payroll (3)/(5)

01/01/11 $696,690 $633,180 $(63,510) 110.0% $ 446,273 (14.2)%
01/01/13 909,795 704,535 (205,260) 129.1% 526,340 (39.0)%
01/01/15 1,155,355 803,376 (351,979) 143.8% 529,335 (66.5)%
01/01/17 1,188,540 1,093,851 (94,689) 108.7% 485,828 (19.5%)
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East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Note 6 - Pension Plans (Continued)

The Township also is responsible for pension benefits for the police coverage they receive
through the Buffalo Valley Regional Police Department. This is a joint agreement with the
Borough of Lewisburg.

The remainder of the pension plans note disclosure relates to the reporting
requirements under Government Accounting Standards Board Statement 68.

Plan Membership

The plan covers all full time employees of the Township who complete 35 hours
per week. As of December 31, 2018, pension plan membership consisted of the

following:
Active employees 9
Inactive employees or beneficiaries

currently receiving benefits 5
Inactive employees entitled to but not

yet receiving benefits 3
Total 17

PENSION LIABILITIES, PENSION EXPENSE, DEFERRED OUTFLOWS OF
RESOURCES AND DEFERRED INFLOWS OF RESOURCES RELATED TO
PENSIONS

At December 31, 2018, the components of the net pension liability for the plan was
as follows: ‘

Total Pension Liability $ 1,206,526
Plan Fiduciary Net Position (1,211.662)
Net Pension Liability/(Asset) $ (5,136)
The Plan’s Fiduciary Net Position has been determined on the same basis as that

used by the Plan. The Plan’s financial statements are prepared using the accrual
basis of accounting.

Plan fiduciary net position as a percentage of the total pension liability is 100.4%
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East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Note 6 - Pension Plans (Continued)

Changes in Net Pension Liability

The following table shows the changes in net pension liability for the year ended
December 31, 2018.

Increase/(Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position  Liability/(Asset)
(a) (b) (@) = (b)
Balances at 12/31/2017 $1,150,265 $1,278,850 $(128,585)
Changes for the year:
Service Cost 31,351 - 31,351

Interest Cost 69,558 - 69,558
Changes in Benefit Terms - - .
Differences between Expected and Actual Experience - - -
Changes of Assumptions - - -
Contributions — Employer - 40,590 (40,590)
Contributions — Member - - -
(63,130) 63,130

Net Investment Income -

Benefit Payments (44,648) (44,648) -

Administrative Expense - - -

Other Changes - - -
Balances at 12/31/2018 $1,206,526 $1,211,662 $(5,136)

For the year ended December 31, 2018, the Township recognized pension
expense of $51,019 for the Pension Plan. At December 31, 2018, the Township
reported deferred outflows of resources and deferred inflows of resources related
to the pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Difference between expected
and actual experience $ -0 $ 11,962
Changes in assumptions 124,819 -0-
Net difference between projected and
actual investment earnings 130,489 45,880
$_255,308 $57.842
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East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Note 6 - Pension Plans (Continued)

Under GASB 68, deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in the pension expense as
follows:

Year ended December 31:

2019 $ 67,309
2020 48,611
2021 53,593
2022 27,953
2023 -0-
Thereafter -0-

Actuarial Assumptions

An actuarial valuation of the total pension liability is performed biennially.
The total pension liabilities as of December 31, 2018 were determined as
part of the actuarial valuations at January 1, 2017. Update procedures
were used to roll forward January 1, 2017 liabilities to the plan year ending
December 31, 2018.

A summary of the key assumptions and methods used to determine the
contributions rates:

Actuarial Cost Method Entry Age Normal
Amortization Method Level Dollar Closed
Asset Valuation Method Market value of assets as determined

by the trustee.

Discount Rate 6.00%

Inflation 3.0%

Salary increases 5.00%

COLA increases 5.0%

Mortality IRS 2017 Static Combined Table for
Small Plans
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East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Pension Plans (Continued)

Investment Policy Summary

The Plan is authorized to invest in legal investments permitted under the
Pennsylvania Fiduciaries Investment Act. The long-term expected rate of
return on pension plan investments was determined using a building-block
method in which best-estimates of expected future real rates of return are
developed for each major asset class.

The following summarizes the long-term expected rates of return for each
major asset class included in the Plan’s target asset allocation as of
December 31, 2018:

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return
Domestic Equity 66% 5.50% - 7.50%
Fixed Income 33% 1.00% - 3.00%
Cash A% . 0.00% - 1.00%

Total Portfolio 100%

Long-Term Expected Rate of Return (including inflation) — 6.00%

Discount Rate

The discount rate used to measure the total pension liability was 6.00%. The
pension plan’'s fiduciary net position is projected to be available to make all
projected future benefit payments of current active and inactive employees.
Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the total pension
liability. The employer has always met the funding requirements of Pennsylvania
law Act 205 of 1984. Act 205 requires full funding of the entry age normal cost plus
plan expenses, as well as amortization of the unfunded liability.

Net Pension Liability Sensitivity

The following is a sensitivity analysis of the net pension liability to changes in the
discount rate. The table below presents the net pension liability calculated using
the discount rate of 6.00%, as well as what the net pension liability would be if it
were calculated using a discount rate that is 1-percentage point lower (5.00%) or
1-percentage-point higher (7.00%) than the current rate:

Current
Discount 1%
1% Decrease Rate Increase
5.00% 6.00% 7.00%
Net Pension Liability/(Asset) $ 142,776 $(5,136) $(130,829)
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East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Note 7 - Leases
The Township leases land for the purpose of composting brush, leaf, and yard waste. The
lease period is from January 1, 2013 until December 31, 2015 with an automatic five year
renewal option. Annual payment of $1,850 is due by April 1 each year.

Future minimum |lease payments required under operating leases are as follows:

2019 $1,850
2020 $1,850
Note 8 - Notes Payable
Notes payable consist of the following:
Governmental
Activities
Note payable to the Commonwealth of PA,
Department of Transportation with an original
amount of $1,436,000 and an interest rate of
1.625%. The quarterly payment amount is
$38,968.55.
$ 455,505
Note payable to Susquehanna Community Bank with
an original amount of $500,000 and an interest
rate of 2.18%. The monthly payment amount is
$8,802.42. $281,571
Note payable to Susquehanna Community Bank with
An original amount of $1,836,184 and an interest
Rate of 2.10%. The monthly payment amount is
$10,787.47. $1.613.548
$ 2,350,624
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East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Note 8 - Notes Payable (Continued)

The principal and interest maturities of the notes payable are as follows:

Governmental Activities
Year ending December 31,

Principal Interest
2019 345,829 45124
2020 352,480 38,474
2021 333,005 31,541
2022 102,356 27,094
2023 104,557 24,893
2024-2028 557,378 89,870
2029-2033 555,019 27,507
Changes in Long-Term Debt:
Amount Amount
Outstanding Outstanding  Due Within
Description 1/1/18 Issued Retired 12/31/18 One Year
Comm. Of PA Loan $ 638,855 $ -0- $ 183,350 $ 455505 $149,379
West Milton State Bank 379,804 -0- 98,233 281,571 100,420
West Milton State Bank 1,707,555 -0- 94,007 1,613,548 96,030
Total $ 2,726,214 3 -0- $ 375,590 $ 2350624 $ 345,829

Note 9 - Restricted Net Position

As of December 31, 2018, there were $228,991 in restricted net position which consisted
of assets held in the Highway Aid Fund.

Note 10 - Investments

The organization follows the Codification’s guidance on Fair Value Measurements which
defines fair value and establishes a fair value hierarchy organized into three levels based
upon the input assumptions used in pricing assets. Fair Value is defined as the exchange
price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. U.S. generally accepted
accounting principles (US GAAP) establish the framework for measuring fair value.
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Note 10 - Investments (Continued)

That framework provides a fair value hierarchy that prioritizes the inputs to valuation

techniques used to measure fair value. The three levels of the fair value hierarchy are as
follows:

- Level 1 inputs have the highest reliability and are related to quoted
prices (unadjusted) in active markets for identical assets or liabilities

that a reporting entity has the ability to access at the measurement
date.

- Level 2 inputs relate to assets or liabilities with other than quote prices
included within Level 1 that are observable for the asset or liability;
either directly or indirectly.

- Level 3 inputs are unobservable inputs for the asset or liability.

Investments at December 31, 2018 consist of fixed income and equity securities which are
classified as Level 1 under the Fair Value Hierarchy(Level 1 inputs are quoted prices for identical
assets in active markets)and are summarized as follows:

Fair Value
Level 1 Level 2 Level 3
Equities $ 1,764,519 $ - $ -
Fixed Income $ 542360 $ - $ -
Total $ 2,306,879 $ - $ -

Total Carrying Value
Governmental Funds  $1,108,405
Fiduciary Funds 1.198.474
$ 2,306,879

The cost of the securities was not available as of the date of the audit report.

Note 11 - Related Parties

The Township entered into related party transactions with the Buffalo Valley Regional Police
Department during 2017. These parties are related due to board members of the Township also
serving on the board of the Police Department. The Township paid the Department for police
services during 2018, passed through funds received for fines/violations to the Department and
also reimbursed the Department for health insurance of retired officers. During 2018, East Buffalo
Township paid $1,107,137 to the Department and has payables of $92,762 due to them.
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Note 12 - Change in Accounting Principles

During 2018, the Township switched from the modified cash basis of accounting to accounting
principles generally accepted in the United States of America. The effect of these changes are
that the Township will now capitalize and depreciate fixed assets over their useful lives, record
revenues when earned and record expenses when incurred. The beginning net position has been
restated to reflect these changes. The Township also adopted GASB 75 to report
Postemployment Benefits Other than Pensions. The beginning net position has also been
restated to reflect these changes.

Governmental
—__Activities
Net Position, beginning of year as previously stated $ 2,124,659
Changes from modified cash to accrual 3,591,792
Adjustments for beginning OPEB liability and deferred
outflows of resources due to GASB 75 335.713
Net Position, beginning of year, as restated $ 6,052,164
Note 13 - Fixed Assets
Beginning Ending
Balance Increases Decreases Balance
Governmental Activities
Capital Assets, Not Being Deprec.
Land $419.000 $ -0- $ -0- $419.000
Total Capital Assets Not
Being Depreciated $419.000 $ __ -0- $__ -0- $419.000
Governmental Activities
Capital Assets, Being Deprec.
Buildings $2,872,403 $ -0- $ -0-  $2,872,403
Vehicles 836,222 -0- -0- 836,222
Equipment 765,794 59,200 24 602 800,392

Total Assets Being Deprec. $4.474 419 $59.200 $24 602 $4.509.017

Less Accumulated Deprec. for:

Buildings $393,326  $95,747 $ -0- $489,073
Vehicles 507,818 62,177 -0- 569,995
Equipment 502,266 65,387 24,602 543,051

Total Accumulated Deprec. $1.403.410 $223.311 $24602  $1.602.119

Total Capital Assets, Being
Depreciated, Net $3.071,009 $_(164,111) $ -0- $2,906.898

Depreciation expense for the year ending December 31, 2018 is $223,311.

-36-



East Buffalo Township
Notes to Financial Statements
December 31, 2018
(Continued)

Note 14 - Notes Receivable

During 2016, the Township loaned $86,064 to the Buffalo Valley Recreation Authority to help
them pay off their Pennvest loan. The note is a 10 year loan and is non-interest bearing. Monthly
principal payments are $717.20.

The principal maturities of the note receivable is as follows:

Governmental Activities
Year ending December 31,

Principal
2019 8,606
2020 8,606
2021 8,606
2022 8,606
2023 8,606
2024-2028 25,821
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East Buffalo Township

Required Supplementary Information
Schedule of Changes in Net Pension Liability

December 31, 2018

Last 10 Measurement Years (if available)*

Total Pension Liability
Adjustments

Service cost (beginning of year)

Interest (includes interest on service cost)

Changes of benefit terms

Differences between expected and actual experience
Changes of assumptions

Transfers

Benefit payments, including refunds of member contributions
Net change in total pension liability

Total Pension Liability - beginning
Total Pension Liability - ending

Plan fiduciary net position

Contributions - employer

Contributions - member

Investment income

Transfers

Benefit payments, including refunds of member contributions
Administrative expense

Additional Administrative expense

Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position - ending

Net pension liability/(asset) - ending

Plan fiduciary net position as a percentage of the total pension liability

Covered-employee payroll

Net pension liability as a percentage of covered-employee payroll

*This schedule is presented to illustrate the requirement to show information for 10 years.

Measurement Year
Ending 12/31/2018

Measurement Year
Ending 12/31/2017

Measurement Year
Ending 12/31/2016

However, until a full 10-year trend is complete, available information is presented.

See accompanying notes to financial statements which are
an integral part of this statement.

.38-

$ - $ - $ -
31,351 29,858 20,239

69,558 66,232 64,500

. (19,938) -

- 208,031

(44,648) (39,676) (37,496)

56,261 244,507 47,243

1,150,265 905,758 858,515

$ 1,206,526 § 1,150,265 § 905,758
$ 40,590 § -8 -
(63,130) 129,986 107,400

(44,648) (39,676) (37,496)

(67,188) 90,310 69,904

1,278,850 1,188,540 1,118,636

3 1,211,662 § 1,278,850 § 1,188,540
3 (5136) § (128,585) § (282,782)
100.4% 111.2% 131.2%

494951 § 412,496  $ 485,828

-1.04% 31.17% -58.21%



East Buffalo Township
Required Supplementary Information
Schedule of Employer Contributions

December 31, 2018

Last 10 Measurement Years (if available)*

Measurement Year Measurement Year Measurement Year

Ending 12/31/2018 Ending 12/31/2017 Ending 12/31/2016
Actuarially Determined Contribution $ 22,836 $ - $ -
Contributions in relation to the Actuarially Determined Contribution™* 40,590 - -
Contribution Deficiency/ (Excess) $ (17,754) $ - $ -
Participant Payroll *** $ 494 951 $ 412,496 $ 485,828
Contributions as a Percentage of Covered-Employee Payroll 8.20% 0.00% 0.00%

*This schedule is presented to illustrate the requirement to show information for 10 years.
However, until a full 10-year trend is complete, available information is presented.

Notes to the Schedule:

Valuation Date: Actuarially determined contribution rates are calculated biennially.
Therefore, the Actuarially Determined Contribution for calendar year 2017 is based
upon the January 1, 2017 actuarial valuation.

A summary of the key assumptions and methods used to determined the 2017 contribution rates:
- Actuarial Cost Method- Entry Age Normal

- Amortization Method: Level dollar closed

- Asset valuation method: Market value of assets as determined by the trustee

- Discount Rate: 6.00%

- Inflation: 3.0%

- Salary increases: 5.00%

-COLA increases: 5.0%

- Mortality: IRS 2017 Static Combined Table for Samll Plans

See accompanying notes to financial statements which are
an integral part of this statement.
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