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INDEPENDENT AUDITOR’S REPORT

August 27, 2020

Board of Supetrvisors
Lower Gwynedd Township
Spring House, 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 Lower Gwynedd
Township (“the Township”), Spring House, Pennsylvania, as of and for the year ended December 31,
2019, 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 1o 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 Comptroller 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.

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

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 Lower Gwynedd Township, Spring House,
Pennsylvania, as of December 31, 2019, and the respective changes in financial position and, where
applicable, cash flows thereof, and the respective budgetary comparison for the General Fund and
Traffic Impact Fund for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited Lower Gwynedd Township’s December 31, 2018 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 July 15, 2019. In our opinion, the summarized comparative
information presented herein as of and for the year ended December 31, 2018 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 17; and trend data on infrastructure
condition; schedules of changes in the Township’s net pension liability (assef), related ratios, and
investment returns; schedule of changes in the Township’s net OPEB liability, related ratios, and
investment returns; and schedules of employer contributions on pages 64 through 69 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 inquiries of management
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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 are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining fund statements are the responsibility of management and were derived
from and relate directly 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 are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 27,
2020, 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 solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Township’s internal control over financial reporting and compliance.

émm;wwﬁup
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LOWER GWYNEDD TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS - UNAUDITED
DECEMBER 31, 2019

Our discussion and analysis of Lower Gwynedd Township’s (“the Township”) financial performance
provides an overview of the Township’s financial activities for the fiscal year ended December 31, 2019.
Please read it in conjunction with the Township’s financial statements, which begin with the Statement
of Net Position.

FINANCIAL HIGHLIGHTS

¢ The net position of the Township increased by $2,559,040 to end the year at $50,661,625. Of
this amount, $12,010,975 is unrestricted and may be used to meet the government's ongoing
obligations to citizens and creditors. The Township’s unrestricted net position increased by
$1,868,936 from 2018.

e As of December 31, 2019, the fund balance for the General Fund was $4,300,012 compared
to $4,514,676 at December 31, 2018. The Township has a fund balance policy target range of
25 percent - 35 percent of budgeted expenditures. Any excess balances are transferred to
one of the Township’s capital projects funds in the next fiscal year unless otherwise designated
by the Board of Supervisors.

¢ The combined net pension asset for the Police Pension and Non-Uniformed Pension plans
totaled $668,447 at December 31, 2019, compared to a net pension liability of $2,976,493 at
the end of 2018.

e Other postemployment healthcare benefits (“OPEB”) net liability amounted to $284,667 at
December 31, 2019, compared to $673,895 at December 31, 2018.

e Atthe end of 2019, the Township's debt decreased by $296,671, ending the year at $23,224.
e The Township’s current debt rating remains at Aaa by Moody’s Investors Service.

e The Township’s 2019 total real estate tax rate of 1.223 mills has remained the same since 2012.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Township’s annual financial report consists of several sections. Taken together, they provide a
comprehensive financial look at the Township. The components of the report include the Independent
Auditor’'s Report, Management’s Discussion and Analysis, Government-wide Financial Statements, Fund
Financial Statements, and Notes to the Basic Financial Statements. This report also contains other
Required and Supplementary Information in addition to the basic financial statements.

The Independent Auditor's Report briefly describes the audit engagement and also renders an opinion
as to the material components of the Township’s financial position.

Management’s Discussion and Analysis (“MD&A”), prepared by the Township’s management, provides
an overview that users of the financial statements need to interpret the basic financial statements. The
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MD&A also provides analysis of some key data that is presented in the basic financial statements. It
also addresses any other currently known facts, decisions, or conditions that are expected to have a
significant effect on financial position or results of operations.

The basic financial statements include the Statement of Net Position, Statement of Activities, Fund
Financial Statements, and the Notes to the Basic Financial Statements. The Statements of Net Position
and Activities focus on entity-wide presentation using the accrual basis of accounting. They are
designed to be more corporate-like in that all activities are consolidated into a total for the Township.

The Statement of Net Position focuses on resources available for future operations. This
statement presents a snapshot view of the Township’s assets and deferred outflows of resources,
its liabilities and deferred inflows of resources, and the net difference.

The Statement of Activities focuses on gross and net costs of the Township’s programs and the
extent to which such programs rely upon taxes and other revenues. This statement summarizes
and simplifies the user’'s analysis to determine the extent to which programs are self-supporting
and/or subsidized by other sources.

The Fund Financial Statements focus separately on Governmental Funds, Proprietary Funds, and
Fiduciary Funds. The Governmental Funds statements follow the more traditional presentation
of financial statements. The Township’s major Governmental Funds are presented in their own
columns, and the remaining funds are combined into a column titled, “Other Governmental
Funds.” Statements for the Township’s Proprietary Funds follow the Governmental Funds and
include net position; revenues, expenses, and changes in net position; and cash flows. The
Proprietary Funds represent the Township’s Enterprise Operating Fund and Sewer Reserve Fund,
and can be found in more detail beginning with the Statement of Net Position, Proprietary Fund.
Fiduciary Funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary Funds are not reflected in the government-wide statements because
the Township cannot use these assets to finance its operations.

The Notes to the Basic Financial Statements provide additional disclosures required by
governmental accounting standards and provide information to assist the reader in
understanding the Township’s financial condition.

Other Required Supplementary Information (“RSI”) is additional information consisting of frend
data on infrastructure condition; the schedules of changes in the Township’s net pension and
OPEB liabilities, related ratios, and investment returns; and the schedules of employer pension
and OPEB contributions.

Other Supplementary Information consists of the following:

o Combining Balance Sheet and Combining Statement of Revenues, Expenditures, and
Changes in Fund Balances for Nonmajor Governmental Funds.

o Combining Statement of Net Position and Combining Statement of Changes in Net Position
for Fiduciary Funds.
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REPORTING THE TOWNSHIP AS A WHOLE

Statement of Net Position and Statement of Activities

Our analysis of the Township as a whole begins with the Statement of Net Position. 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 year’s 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 assets, deferred outflows of resources, liabilities, and deferred
inflows of resources using the accrual basis of accounting similar to the accounting used by private
sector companies. All current year revenues and expenses are taken into account regardless of when
cash is received or paid.

These two statements report the Township’s net position and changes in it during the year. Over time,
increases or decreases in the Township’s net position are one indicator of whether its financial health is
improving or deteriorating. Readers will need to consider other non-financial factors, such as changes
in the Township’s property tax base and the condition of the Township’s assets to assess the overall fiscal
health of the Township.

In these statements, the Township is divided into two kinds of activities:

o Governmenftal Activifies — Most of the Township’s basic services are reported here, including
police, public works, safety and codes, parks and recreation, and administration. Real estate
taxes, earned income and business taxes, fees and charges, and grants finance most of these
activities.

e Business-type Activifies — The Township charges a fee to customers to cover all or most of the
cost of services it provides. The Township’s sewer system is reported here.

The following analysis focuses on the net position (Table 1) and changes in net position (Table 2) of the
Township’s governmental and business-type activities. Assets and deferred outflows of resources
exceeded liabilities and deferred inflows of resources by $50,661,625 at the close of 2019, an increase
of $2,599,040 from the previous year.

Table 1
STATEMENT OF NET POSITION
Governmental Activities Business-type Activities Totals
2019 2018 2019 2018 2019 2018

Assets

Cash and cash equivalents $ 9,804,351 $ 9,548,494 $ 4,870,284 $ 4,230,194 $14,674,635 $13,778,688
Other assets 1,046,359 1,306,789 212,056 215,730 1,258,415 1,522,519
Internal balances 87,069 47,162 (87,069) (47,162) - -
Capital assets 33,468,712 33,588,209 3,235,898 3,449,603 36,704,610 37,037,812
Net pension asset 668,447 - - - 668,447 -
Total Assets 45,074,938 44,490,654 8,231,169 7,848,365 53,306,107 52,339,019
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Table 1
STATEMENT OF NET POSITION
Governmental Activities Business-type Activities Totals

(cont’d) 2019 2018 2019 2018 2019 2018
Deferred Outflows of

Resources 201,523 1,133,534 - - 201,523 1,133,534
Liabilities:
Current liabilities 385,350 852,244 352,811 715,828 738,161 1,568,072
Long-term debt, net - 23,224 - - - 23,224
Other liabilities 284,667 3,650,388 - - 284,667 3,650,388
Total Liabilities 670,017 4,525,856 352,811 715,828 1,022,828 5,241,684

Deferred Inflows of
Resources 1,823,177 128,284 - - 128,284 128,284

Net Position:
Net investment in capital

assets 33,445,488 33,268,314 3,235,898 3,449,603 36,681,386 36,717,917
Restricted 1,969,264 1,242,629 - - 1,969,264 1,242,629
Unrestricted 7,368,515 6,459,105 4,642,460 3,682,934 12,010,975 10,142,039
TOTAL NET POSITION $42,783,267 $40,970,048 §$ 7,878,358 §$ 7,132,537 $50,661,625 $48,102,585

The largest portion of the Township’s net position, $36,681,386, or 72.4 percent, is reflected in its
investment in capital assets (e.g., land, buildings, streets, equipment), less any related debt which is still
outstanding. The Township uses these capital assets to provide services to residents; consequently, these
assets are not available for future spending, and the resources needed to repay this debt must be
provided from other sources.

Cash and cash equivalents of $14,674,635 represent 27.5 percent of the Township’s total assets.

Ofther Assefs — Governmental activities include taxes receivable of $804,537 (generally received within
the first 60 days of the next fiscal year) along with accounts receivable of $217,434, interest receivable
of $425, and prepaid expenses of $23,963.

Deferred inflows and outflows of resources result from accounting for the Township’s defined benefit
pension plans per GASB 68 rules and the Township’s OPEB plan per GASB Statement No. 75 rules, both
of which are further addressed in the notes section of the financial statements.

Long-ferm Debf - Total long-term debt (the long-term portion of bonds payable and note payable) fell
to $0 at December 31, 2019, a decrease of $23,224 from the previous year as the final loan payment
to Montgomery County will be made in early 2020. The final payment on the Township’s 2011 bond
issue was made in early 2019. Proceeds of the bond issue were used to finance two major projects; the
expansion of the municipal complex and construction of Pen-Ambler Park, which are now completed.
Funds from the bond proceeds which were originally budgeted for a new Fire/Ambulance Sub-Station
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were reallocated for the installation of an emergency generator at the Township building. Due to
unexpected difficulties in acquiring land, the construction of the Fire/Ambulance Sub-Station has been
postponed.

Assets in the business-type activities column reflect the Township’s investment in its sewer system. Cash
and cash equivalents represent 59.2 percent of the Township’s total business-type assets, which will
allow for future investment in the sewer system. The Township operates and maintains three pumping
stations, five metering stations, and 147 miles of sewer lines.

Governmental Acfivities

The Township generates governmental revenues from a variety of sources as described in the Statement
of Changes in Net Position. Total revenue, excluding interfund transfers, for governmental activities for
fiscal 2019 was $10,333,337, down $973,482 from 2018, primarily due to decreases in real estate
transfer taxes, earned income tax collections, and contributions to the Township.

The Township’s governmental activities recognized a net increase of $1,813,219, and the business-type
activities recognized a net increase of $745,821. The total increase of net position for the Township was
$2,559,040.

Table 2 shows the changes in net position for the years ended December 31, 2019 and 2018.

Table 2
STATEMENT OF CHANGES IN NET POSITION
Governmental Activities Business-type Activities Totals
2019 2018 2019 2018 2019 2018
REVENUES
Program revenues:
Charges for services $ 1,128,969 $ 1,258,899 §$ 2,988,910 §$ 3,077,110 $ 4,117,879 $ 4,336,009
Operating and capital grants
and contributions 959,283 1,324,643 - - 959,283 1,324,643
General revenues:
Property taxes 1,693,397 1,676,871 - - 1,693,397 1,676,871
Transfer taxes 440,543 633,583 - - 440,543 633,583
Earned income tax 4,667,100 5,031,337 - - 4,667,100 5,031,337
Local service tax 387,083 373,409 - - 387,083 373,409
Business privilege tax 291,659 319,723 - - 291,659 319,723
Mercantile tax 168,514 163,596 - - 168,514 163,596
Cable TV franchise fees 298,125 299,550 - - 298,125 299,550
Investment income 269,295 217,473 82,834 53,626 352,129 271,099
Gain on sale or disposal
of assets - 1,700 402 53,402 402 55,102
Miscellaneous 29,369 13,435 - - 29,369 13,435
TOTAL REVENUES 10,333,337 11,314,219 3,072,146 3,184,138 13,405,483 14,498,357
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Table 2
STATEMENT OF CHANGES IN NET POSITION
Governmental Activities Busines-type Activities Totals

(cont’d) 2019 2018 2019 2018 2019 2018
EXPENSES
General government 1,483,474 1,640,976 - - 1,483,474 1,640,976
Public safety 4,217,170 4,449,148 - - 4,217,170 4,449,148
Public works - highways

and streets 1,308,424 1,702,975 - - 1,308,424 1,702,975
Culture and recreation 437,432 483,054 - - 437,432 483,054
Insurance 61,140 91,302 - - 61,140 91,302
Workmen’s compensation 89,530 141,907 - - 89,530 141,907
Payments to fire companies 316,362 246,078 - - 316,362 246,078
Interest on long-term debt (1,200) 5,848 - - (1,200) 5,848
Depreciation, unallocated 677,867 750,540 - - 677,867 750,540
Sewer - - 2,256,244 2,321,001 2,256,244 2,321,001
TOTAL EXPENSES 8,590,199 9,511,828 2,256,244 2,321,001 10,846,443 11,832,829
Change in net position before

interfund transfers 1,743,138 1,802,391 815,902 863,137 2,559,040 2,665,528
Interfund transfers, net 70,081 103,551 (70,081) (103,551) - -
CHANGE IN NET POSITION 1,813,219 1,905,942 745,821 759,586 2,559,040 2,665,528
NET POSITION, BEGINNING

OF YEAR 40,970,048 39,064,106 7,132,537 6,372,951 48,102,585 45,437,057
NET POSITION, END OF

YEAR $42,783,267 $40,970,048 $ 7,878,358 $ 7,132,537 $50,661,625 $48,102,585

The cost of all governmental activities this year was $8,590,199. The amount that our taxpayers
ultimately financed for these activities through Township taxes was $7,648,296.

As indicated above, public safety programs account for 49.1 percent of the Township’s governmental
activities. General administration and public works - highways and sireets services account for
approximately 17.3 percent and 15.2 percent, respectively, of the total governmental expenditures for
2019.

Property taxes, earned income taxes, and other general revenues not restricted or applicable to
specific programs provide the major revenue sources for governmental activities. Real estate taxes and
real estate transfer taxes make up approximately 16.4 percent and 4.3 percent of total governmental
general revenues, respectively. Earned income taxes represent 45.1 percent of the governmental
general revenues. Below are charts showing the current and prior years of real estate tax, transfer tax,
and earned income tax receipts.
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Real Estate Tax

Increase Tax
Rate of  Change in Assessed in Tax Collected
Year Assessment Change Assessment Millage Change Billed Tax Billed at Face

2019 §$ 1,368,358,400 100.61% $ 8,334,170 1223 $ 10,193 $ 10,193 $ 1,690,532 $ 16,676,775

2018 1,360,024,230 99.23%  (10,551,390) 1.223 (12,904)  (12,970) 1,680,339 1,663,889
2017 1,370,575,620 99.91% (1,218,610)  1.223 (1,490) (1,490) 1,693,309 1,677,274
2016 1,371,794,230 100.08% 1,090,770 1.223 1,334 1,325 1,694,799 1,680,444
2015 1,370,703,460 100.59% 8,072,250 1.223 9,872 9,871 1,693,474 1,672,764
2014 1,362,631,210 100.29% 3,975,040 1.223 4,861 4,883 1,683,603 1,667,774
2013 1,358,656,170  100.02% 298,810 1.223 365 368 1,678,720 1,664,184
2012 1,358,357,360 99.46% (7,357,590) 1.223 (8,998) 136,634 1,678,352 1,658,396
2011 1,365,714,950 101.12% 15,155,000 1.117 16,928 17,215 1,541,718 1,526,595
2010 1,350,559,950 100.19% 2,566,120 1.117 2,866 2,867 1,524,503 1,512,425

Real Estate Transfer Tax
2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

$ 440,543 $ 633,583 $§ 589,458 $ 496,825 $ 957,264 $ 385,405 $ 441,549 $ 341,354 § 296,300 $ 318,563

Earned Income Tax
2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

$4,667,100 $5,031,337 $4,569,507 $4,287,721 $4,293,239 $4,194,837 $4,233,540 $3,463,874 $2,865,290 $3,053,273

Pension and OPEB

The Township currently has three pension plans which benefit full-time employees; a defined benefit
plan for non-uniformed employees hired before 2014, a defined contribution plan for non-uniformed
employees hired on or after January 1, 2014, and a defined benefit plan for police officers. The
Township also has an OPEB plan for police officers.

In 2015, the Township implemented Governmental Accounting Standards Board (“GASB”) Statement No.
68, “Accounting and Financial Reporting for Pensions.” The purpose of this statement is to improve the
tfransparency, consistency, and comparability of the pension information reported by state and local
governments. 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.

-10 -
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GASB Statement No. 68 has shifted pension reporting from a funding-based approach, in which the
Township reported only its contributions to the plan, to an accounting-based approach. Under this new
approach, the Township reports the net pension liability and net pension assets on the statement of net
position of the government-wide financial statements. Reporting in the governmental fund statements
is not affected by the implementation of these statements. The combined net pension asset for the
Police Pension and Non-Uniformed Pension plans totaled $668,447 at December 31, 2019, compared
to a net pension liability of $2,976,493 at the end of 2018. This was primarily due to strong market
performance in 2019 and $612,456 in additional contributions to the plans in excess of the actuarially
determined minimum municipal obligations (MMOs).

The net pension asset 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 of 7.5 percent on plan investments.

In 2018, the Township implemented GASB Statement No. 75, which changed the way the Township
accounts for and reports on OPEB. The Township currently provides postemployment healthcare benefits
for its police officers. As of December 31, 2019, the net OPEB liability was $284,667, a decrease of
$389,228 from the previous year due to strong market performance and $225,000 in contributions to
the plan. These two GASB statements are intended to more accurately account for future liabilities and
enhance fransparency through additional note requirements in the financial statements.

Business-type Activities

The Township sewer system was constructed by the Lower Gwynedd Township Municipal Authority at the
request of the Township’s Board of Supervisors. On December 16, 2015, the Authority’s 2003 Bonds were
redeemed with the intention to dissolve the Authority, which occurred on April 7, 2016. The Township is
now directly responsible for the operation, maintenance, and repair of the sewer system. Fiscal 2017
was the first full year of Township control of the sewer system after the Authority was dissolved. All
expenses associated with the sewer system are accounted for in the Sewer Fund. Total revenue from
Sewer Fund operations was $2,988,910, a decrease of $88,200 from the previous year. In 2019, sewer
fund revenues exceed expenditures and transfers out by $745,821. Sewer rates for 2019 were based
on metered water consumption at $88.00 for 12,000 gallons and $5.80 per additional 1,000 gallons
per quarter. Sewer rates were last raised 10 percent beginning January 1, 2017. Prior to the 2017 rate
increase, rates remained unchanged since July 2010.

GENERAL FUND BUDGETARY HIGHLIGHTS

Budget amendments fall into two categories: transfers or supplemental appropriations. Unencumbered
funds may also be transferred from one account to another after April 1 of the budget year in
accordance with the Pennsylvania Second Class Township Code. Transfers are made between budget
line items, and supplemental appropriations are funded either through unencumbered reserves or the

211 -



LOWER GWYNEDD TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)
DECEMBER 31, 2019

receipt of unanticipated revenues. The following is a brief summary of approved budget amendments
from the original Township budget adopted for fiscal 2019:

Significant General Fund Revenue Budget Amendments

Real estate transfer tax budget decrease: Real estate tfransfer taxes collected fall short the
original amount budgeted by $41,653. Real estate transfer taxes are hard to predict and, thus,
the Township has taken a conservative approach to budgeting this line item.

Interest earnings increase: Interest earnings exceeded budget by $39,836 due to rates being
higher than anticipated and tighter cash management.

State pension aid increase: State pension aid exceeded budget by $62,455 as a result of
conservative budgeting.

State recycling funds increase: State recycling funds exceeded budget by $41,172 as the
state caught up on processing prior year submissions.

Building permit fee increase: Building permit fees related to large scale commercial
developments in the amount of $41,653 were received above the amount originally budgeted.
The related expenses, which primarily consist of inspection fees, may occur several months after
the building permit has been paid for.

Significant General Fund Expense and Other Financing Uses Budget Amendments

Transfers: General Fund transfers (out) to the Capital Reserve Fund (in) exceeded the amount
originally budgeted by $450,380. The additional amount transferred was a result of the
Township’s fund balance policy requiring fund balances in excess of 35 percent of future
anticipated expenses to be transferred to a capital reserve fund unless otherwise designated
by the Board of Supervisors. Additionally, General Fund transfers out to the Police Pension Plan,
Non-Uniformed Pension Plan, and OPEB Plans of $500,000, $67,488, and $200,000, respectively,
were designated by the Board of Supervisors under this policy.

Engineering expense increase: Engineering services in the General Fund were increased by
$21,331 o account for additional work ordered by the Township.

Finance salaries increase: Finance salaries in the General Fund exceeded budget primarily
due to the filling of the Finance Director position that was not budgeted. The contracted interim
Finance Director had been budgeted to Professional Services.

Wages transferred: General Fund wages for the highway crew were increased by $38,001 and

decreased by a similar amount in the snow and ice removal category as less resources were
allocated due to the mild winter.
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Capital Assets and Debt Administration

Capifal Assefs

The Township’s investment in capital assets for its governmental and business-type activities as of
December 31, 2019 total $33,468,712 and $3,235,898, respectively, (net of accumulated depreciation).
The Township’s investment in capital assets includes land, buildings and improvements, furniture and
equipment, automobiles and trucks, land improvements, and infrastructure (see following table).
Infrastructure includes roads, bridges, storm sewers, and traffic signals. The business-type activities are
the sanitary sewer lines, pumping stations, and equipment.

CAPITAL ASSETS
(Net of Accumulated Depreciation)

Governmental Activities Business-type Activities Totals
2019 2018 2019 2018 2019 2018
Land $11,242,736 $11,242,736 $ - $ - $11,242,736 $11,242,736
Construction-in-progress 322,816 231,984 - - 322,816 231,984
Buildings and improvements 3,578,158 3,753,052 - - 3,578,158 3,753,052
Furniture and equipment 1,037,801 984,219 - - 1,037,801 984,219
Infrastructure 17,287,201 17,376,218 - 17,287,201 17,376,218

Sewer system and equipment - - 3,235,898 3,449,603 3,235,898 3,449,603

$33,468,712 $33,588,209 § 3,235,898 § 3,449,603 $36,704,610 $37,037,812

Significant capital asset additions within the governmental and business-type activities included the
following purchases and project expenditures:

Governmental Activities:

Municipal complex improvements §$ 48,785
Traffic signal improvement 7,066
Park improvements — court resurfacing, other 150,010
Electric vehicle charging stations 22,074
Police vehicles 95,277
Police equipment 26,195
Computer system upgrades 46,253
Public works trucks and trailer 71,878
Spring House intersection improvements 90,832

Business-type Activities:
Trucks and trailer § 71,878
Facility and computer upgrades 24,658
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Building and improvements, equipment, and infrastructure of the primary government are depreciated
using the straight-line method. However, for road and street infrastructure, the Township elected to use
the modified approach. The modified approach allows the Township to record the current costs of
preserving eligible infrastructure in lieu of depreciation. The Township streets are maintained at a high
standard, and the related maintenance costs are expensed. Only expenditures that increase capacity
or efficiency of the infrastructure are capitalized.

A summary of changes in capital assets is presented in Note 3 of the financial statements.
Debft

The Township has the highest possible rating from Moody’s, Aaa. The high rating reflects the Township’s
multi-year trend of ample available reserves that exceed the national median for similarly-rated credits,
wealth and income levels that are at least two times national medians, modest debt burden,
moderately-sized and growing tax base outside of Philadelphia, and conservative spending policies.

At year-end for the governmental activities, the Township’s debt was $23,224 compared to $319,895
the previous year. The portion that is due within one year for governmental activities is $23,224. There
is no debt for the business-type activities.

OUTSTANDING DEBT

Bonds and Notes Payable

2019 2018
Governmental activities $ 23,224 $ 319,895
TOTAL $ 23,224 $ 319,895

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

Economic Factors

The Township is located in the southeastern section of Montgomery County and is 15 miles from
Philadelphia. The Township is bounded by the Townships of Montgomery, Horsham, Upper Dublin,
Whitpain, Upper Gwynedd, and Ambler Borough.

The Township is served by a network of major roads which offers convenient access to the City of
Philadelphia. The roads that go through the Township are State Routes 63, 202, and 309. The Township
is also served by two SEPTA passenger rail stations within its borders, Penllyn and Gwynedd Valley
Stations.

The Township is home to Gwynedd Mercy University; Wissahickon High, Middle, and Elementary Schools;
as well as the prestigious Gwynedd Mercy Academy Elementary and High Schools. Wissahickon High
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School is ranked 11™ of all Pennsylvania high schools in the most recent U.S. News and World Report
rankings. These schools provide convenient and close access to highly rated public and private
educational institutions. Strong local industries and close proximity to major employment centers, and
educational institutions play an important role in the Township’s economy. The largest employer in the
Township is Janssen Pharmaceutical Companies, a subsidiary of Johnson & Johnson. Other noted
employers in the Township are Wissahickon School District, Acts Retirement Life Community, Foulkeways
at Gwynedd, and Countty Inn Associates (a.k.a. The William Penn Inn).

Merck & Co. (Pharmaceutical) has a manufacturing and research facility located in West Point, PA,
approximately five miles West of Lower Gwynedd Township, where in excess of 9,000 people are
employed on a 400-acre campus.

Gwynedd Mercy University recently purchased a 130-acre site located on Sumneytown Pike in Lower
Gwynedd Township from Merck & Co., where the university plans an expansion of their campus. In
addition, a former Dow Chemical site on Norristown Road is currently under redevelopment by the MRA
Group. MRA has named the new high-tech office and manufacturing facility “Spring House Innovation
Park” and has been successful in attracting new companies to the location. This parcel is approximately
133 acres and is located in the Township near the intersection of Norristown Road and Route 309.

Ambler Yards has recently (2015) acquired a 25-acre site in the Township located on our border with
Ambler Borough. Ambler Yards is in the process of rehabbing the site and the 14 buildings of the former
BASF chemical plant into shared workspaces. Their innovative designs and added amenities have
attracted more than 25 companies, employing over 350 people. When fully leased, there will be
approximately 30 employers who will bring upwards of 600 people to the shared work environment they
provide.

The Township’s population has grown steadily over the past 25 years. According to the U.S. Census
Bureau, the population in 1980 was 6,902. In 2000, the population was counted at 10,422 with 4,360
dwelling units. In 2010, the Township’s population was 11,405 with 4,906 dwelling units. In 2015, the
estimated population was 11,548 people. The Montgomery County Planning Commission is projecting
that the Township’s population will grow to 12,651 by 2045.

The Township continues to attract high-end residential development. According to the Montgomery
County Planning Commission, the median sale price for all housing units, new and resale, in the
Township for 2019 was $483,000 compared to the median sale price of $310,000 in Montgomery
County. This is consistent with income levels, as nearly 50 percent of all households in the Township
have incomes in excess of $100,000. According to the Delaware Valley Regional Planning Commission
(“DVRPC™), 9,429 people work in the Township as of 2015. These statistics all bode well for the Township’s
tax base and revenue stream.

Next Year's Budget

The Township uses a conservative approach to budgeting which entails budgeting at the lower end of
an acceptable range for revenues. If revenues exceed projection, the excess is fransferred to the
capital budgets per the Township’s fund balance policy. The local economy has thrived over the past
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few years, and this conservative budgeting approach has resulted in additional cash reserves in the
General Fund and Capital Reserve Funds. The reserves will help the Township weather future economic
uncertainties and also pay for both anticipated and unanticipated capital expenditures.

Receipts are monitored closely in order to proactively adjust to economic conditions. The Township
had a modest real estate tax increase in 2012 from 1.117 mills to 1.223 mills and no increase since
then.

The 2020 Budget and Fiscal Plan was approved by the Board of Supervisors in December 2019 with no
real estate tax increase. The 2020 General Fund budget expenditures total $8,698,715, a decrease of
3.4 percent from the 2019 General Fund budget. A property assessed at $350,000 will pay $428.05 in
Township real estate taxes in 2020.

The 2020 fiscal plan includes the following:
¢ No tax increases.

o A 3 percent wage increase for non-uniformed personnel and a 3.5 percent increase for police
officer wages in accordance with an arbitration award issued on May 22, 2019.

e Fifty-three percent of General Fund revenues will be derived from the EIT in 2020. All
Pennsylvania municipalities have limited taxing options for taxing sources which are established
by the Commonwealth in the various municipal codes. These limited options result in a strong
reliance on EIT, which could result in unanticipated shortfalls should there be an economic
recession similar to the one experienced nationally in 2008. To lessen the impact of any
unforeseen economic downturn, the Township has adopted a fund balance policy which
provides for 35 percent of future anticipated expenditures to be reserved as unassigned fund
balance.

e A contribution of $477,270 to the Police Pension Fund and a contribution of $186,052 to the
Non-Uniformed Pension Fund, both from the General Fund, are included in the 2020 budget.

e The 2020 General Fund budget includes a transfer of $500,000 from the General Fund to the
Open Space Fund where the funds will be used for future open space purchases.

e The 2020 General Fund budget includes a transfer of $500,000 from the General Fund to the
Capital Reserve Fund where the funds will be used to maintain and enhance the Township’s
road and public infrastructure.

e The 2020 General Fund Budget includes a $25,000 contribution to the OPEB plan.

e Asaresult of the spread of the COVID-19 coronavirus, economic uncertainties have arisen which
are likely to negatively impact the Township’s income in 2020. Other financial impacts could
occur though such potential impact is unknown at this time. The Township is closely monitoring
tax revenues and has deferred non-essential capital projects until the financial impacts become
clearer.
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In conclusion, the Township’s financial position continues to be strong. The 2020 Budget and Fiscal Plan
includes the resources to continue to improve services while maintaining a strong balance sheet to
meet future needs. The Township continues to adhere to its Fund Balance Policy and has been able to
maintain its General Fund balance at the high end of the prescribed range of 25 percent to 35 percent
of anticipated expenditures. We view this level of fund balance as necessary to better withstand a
future economic slowdown, such as was experienced in 2008. We are cognizant that the current
economic expansion the country is experiencing is long in comparison with past expansions and will
inevitably end at some time.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Township’s finances and to show the Township’s accountability for the
funds it receives and disburses. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to: Finance Director, Lower Gwynedd
Township, P.O. Box 625, Spring House, PA 19477-0625.

General information relating to Lower Gwynedd Township can be found on its website,
http://www.lowergwynedd.org.
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LOWER GWYNEDD TOWNSHIP
STATEMENT OF NET POSITION

DECEMBER 31, 2019
(With Summarized Comparative Data for December 31, 2018)

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
ASSETS
Current Assets:
Cash and cash equivalents
Accounts receivable
Taxes receivable
Interest receivable
Sewer fees receivable
Assessments receivable, current
Internal balances
Prepaid expenses
Total Current Assets
Noncurrent Assets:
Restricted cash
Assessments receivable
Capital assets:
Land
Construction-in-progress
Buildings and building improvements
Furniture and equipment
Infrastructure
Sewer system and equipment
Accumulated depreciation
Net pension asset
Total Noncurrent Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows relating to pensions
Deferred outflows relating to OPEB

Total Deferred Outflows of Resources

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION
LIABILITIES
Current Liabilities:
Accounts payable and other current liabilities
Accrued interest
Escrow deposits
Deferred revenue
Bonds and note payable, net
Total Current Liabilities
Noncurrent Liabilities:
Note payable
Net OPERB liability
Net pension liability
Total Noncurrent Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows relating to pensions
Deferred inflows relating to OPEB

Total Deferred Inflows of Resources

NET POSITION
Net investment in capital assets
Restricted
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 Total

Activities Activities 2019 2018
$ 9,804,351 $ 4,694,459 $ 14,498,810 13,581,093
217,434 - 217,434 100,707
804,537 - 804,537 1,174,555
425 - 425 12,323
- 194,332 194,332 175,101
- 16,384 16,384 16,027
87,069 (87,069) - -
23,963 - 23,963 30,358
10,937,779 4,818,106 15,755,885 15,090,164
- 175,825 175,825 197,595
- 1,340 1,340 13,448
11,242,736 - 11,242,736 11,242,736
322,816 - 322,816 231,984
9,931,875 - 9,931,875 9,883,090
3,114,044 - 3,114,044 2,947,725
21,671,944 - 21,671,944 21,514,868
- 21,793,547 21,793,547 21,697,011
(12,814,703) (18,557,649) (31,372,352) (30,479,602)
668,447 - 668,447 -
34,137,159 3,413,063 37,550,222 37,248,855
201,523 - 201,523 1,077,686
- - - 55,848
201,523 - 201,523 1,133,534
$ 45276461 $ 8231169 $ 53,507,630 53,472,553
$ 354,726 $ 176,986 $ 531,712 1,071,579
- - - 2,227
- 175,825 175,825 197,595
7,400 7,400 -
23,224 - 23,224 296,671
385,350 352,811 738,161 1,568,072
- - - 23,224
284,667 - 284,667 673,895
- - - 2,976,493
284,667 - 284,667 3,673,612
1,757,963 - 1,757,963 128,284
65,214 - 65,214 -
1,823,177 - 1,823,177 128,284
33,445,488 3,235,898 36,681,386 36,717,917
1,969,264 - 1,969,264 1,242,629
7,368,515 4,642,460 12,010,975 10,142,039
42,783,267 7,878,358 50,661,625 48,102,585
$ 45276461 $ 8231169 $ 53,507,630 53,472,553
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LOWER GWYNEDD TOWNSHIP

RECONCILIATION OF BALANCE SHEET - GOVERNMENTAL FUNDS

TO STATEMENT OF NET POSITION
DECEMBER 31, 2019

TOTAL GOVERNMENTAL FUND BALANCES

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 in the funds. Capital assets net of accumulated depreciation as detailed in the
footnotes are included in the statement of net position.

Long-term liabilities applicable to the Township's governmental activities are not due and
payable in the current period and, accordingly, are not reported as fund liabilities. All liabilities -
both current and long-term - are reported in the statement of net position.

Note payable
Net pension asset
Net OPEB liability

Deferred inflows and outflows of resources related to the Township's net pension asset and net
OPEB liability are based on the differences between actuarially determined actual and expected
investment returns, differences between expected and actual experience, and changes in
assumptions. Except for the differences between actual and expected investment returns, these
amounts will be amortized over the estimated remaining average service life of the employees.
Differences between actual and expected investment returns are amortized over a five-year
period.

Deferred outflows relating to pensions
Deferred inflows relating to pensions
Deferred inflows relating to OPEB

NET POSITION OF GOVERNMENTAL ACTIVITIES

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

$ 10,575,653

33,468,712

(23,224)
668,447
(284,667)

201,523
(1,757,963)

(65,214)

_S 42.783.267_
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LOWER GWYNEDD TOWNSHIP

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2019

NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS

Governmental funds report capital outlays as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. In the current period, these amounts are:

Capital outlays $ 558,370

Depreciation expense (677,867)

Governmental funds report repayment of debt principal as an expenditure. In contrast,
the statement of net position treats such repayments as a reduction in long-term
liabilities.

Some items reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in governmental
funds. These activities consist of:

Decrease in accrued interest payable 2,227

OPEB expenses in the statement of activities differ from the amount reported in the
governmental funds because OPEB expenses are recognized on the statement of
activities based on the Township's actuarial determined contribution, whereas OPEB
expenditures are recognized in the governmental funds when a requirement to remit
contributions to the plan exists.

Pension expense in the statement of activities differ from the amount reported in the
governmental funds because pension expenses are recognized on the statement of
activities based on the Township's actuarial determined contribution, whereas pension

expenditures are recognized in the governmental funds when a requirement to remit
contributions to the plan exists.

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES

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

226,554

(119,497)

296,671

2,227

268,166

1,139,098

1,813,219



LOWER GWYNEDD TOWNSHIP
BUDGETARY COMPARISON STATEMENT - GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2019

Variance
With Final
Budget
Actual Positive
Original Final Amounts (Negative)

REVENUES
Taxes $ 6,760,685 $ 6,715,844 $ 7,007,266 $ 291,422
Licenses and permits 357,300 369,700 354,085 (15,615)
Fines, forfeits, and costs 21,000 15,665 15,693 28
Interest and rents 332,196 372,032 375,640 3,608
Intergovernmental revenues 374,763 498,990 505,839 6,849
Charges for services/fees 706,111 742,325 738,144 (4,181)
Contributions - - - -
Miscellaneous revenue 1,500 1,500 1,391 (109)
TOTAL REVENUES 8,553,555 8,716,056 8,998,058 282,002
EXPENDITURES
General government 1,608,025 1,581,715 1,566,128 15,587
Public safety 4,507,036 5,268,342 5,283,898 (15,556)
Public works - highways and streets 817,217 859,736 857,447 2,289
Conservation - - 9,332 (9,332)
Insurance 53,476 53,476 53,475 1
Workmen's Compensation 40,881 40,881 44,362 (3,481)
Debt service - - 20,246 (20,246)
TOTAL EXPENDITURES 7,026,635 7,804,150 7,834,888 (30,738)
EXCESS OF REVENUES OVER EXPENDITURES 1,526,920 911,906 1,163,170 251,264
OTHER FINANCING SOURCES (USES)
Refunds of prior year expenditures - 19,834 19,834 -
Interfund transfers in 42,535 42,535 42,534 1
Interfund transfers out (992,018) (1,442,398) (1,440,202) (2,196)
TOTAL OTHER FINANCING USES (949,483) (1,380,029) (1,377,834) (2,195)
NET CHANGE IN FUND BALANCE 577,437 (468,123) (214,664) 249,069
FUND BALANCE, BEGINNING OF YEAR 4,514,676 4,514,676 4,514,676 -
FUND BALANCE, END OF YEAR $ 5,092,113 $ 4,046,553 $ 4,300,012 $ 249,069

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

BUDGETARY COMPARISON STATEMENT - TRAFFIC IMPACT FUND

FOR THE YEAR ENDED DECEMBER 31, 2019

Variance
With Final
Budget
Actual Positive
Original Final Amounts (Negative)
REVENUES
Interest and rents $ 14,160 $ 14,160 $ 14,958 $ 798
Intergovernmental revenues 1,163,470 - - -
Charges for services/fees 18,280 8,334 8,334 -
TOTAL REVENUES 1,195,910 22,494 23,292 798
EXPENDITURES
General government 600 600 - 600
Public works - highways and streets 1,847,174 90,832 90,832 -
TOTAL EXPENDITURES 1,847,774 91,432 90,832 600
NET CHANGE IN FUND BALANCE (651,864) (68,938) (67,540) 1,398
FUND BALANCE, BEGINNING OF YEAR 656,459 656,459 656,459 -
FUND BALANCE, END OF YEAR $ 4,595 $ 587,521 $ 588,919 $ 1,398

The accompanying notes are an integral part of these financial statements.
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ASSETS
Current Assets:
Cash and cash equivalents
Sewer fees receivable
Interest receivable
Assessments receivable, current portion
Due from other funds
Prepaid expenses
Total Current Assets
Restricted Assets:
Cash
Total Restricted Assets
Noncurrent Assets:
Assessments receivable
Sewer infrastructure and equipment
Less: Accumulated depreciation
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES AND NET POSITION
LIABILITIES
Current Liabilities:
Accounts payable and accrued expenses
Escrow deposits
Due to other funds

Total Current Liabilities

NET POSITION
Investment in capital assets
Unrestricted

Total Net Position

TOTAL LIABILITIES AND NET POSITION

LOWER GWYNEDD TOWNSHIP
STATEMENT OF NET POSITION - PROPRIETARY FUNDS

DECEMBER 31, 2019
(With Summarized Comparative Data for December 31, 2018)

Sewer Sewer Totals

Enterprise Fund Reserve Fund Eliminations 2019 2018
$ 2,758,513 $ 1,935,946 $ - $ 4,694,459 $ 4,032,599
194,332 - - 194,332 175,101
- - - - 2,179
16,384 - - 16,384 16,027
- 96,536 (96,536) - -
- - - - 8,975
2,969,229 2,032,482 (96,536) 4,905,175 4,234,881
175,825 - - 175,825 197,595
175,825 - - 175,825 197,595
1,340 - - 1,340 13,448
21,793,547 - - 21,793,547 21,697,011
(18,557,649) - - (18,557,649) (18,247,408)
3,237,238 - - 3,237,238 3,463,051
$ 6,382,292 $ 2,032,482 $ (96,536) $ 8,318,238 $ 7,895,527
$ 174,017 $ 2,969 $ - $ 176,986 $ 518,233
175,825 - - 175,825 197,595
183,605 - (96,536) 87,069 47,162
533,447 2,969 (96,536) 439,880 762,990
3,235,898 - - 3,235,898 3,449,603
2,612,947 2,029,513 - 4,642,460 3,682,934
5,848,845 2,029,513 - 7,878,358 7,132,537
$ 6,382,292 $ 2,032,482 $ (96,536) $ 8,318,238 $ 7,895,527

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