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Members of the Authority
Collegs Township Water Authority
State College, Pgnnsylvania

We have audited ths accompanying statements of net assstg of Collegs
Township Water Authority, Centre County, Pennsylwvania (the "Authority")
as of December 31, 2011 and 2010, and the related statements of revenuss,
expenses and changes in net asssts and cash flows for the vears then
ended. These financial statemsnits are the vresponsibility of the
Zutherity's management. Our respongibility is fo sxpress an opinion on
these financizl statemsnts basad on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of 2Zmerica and the standards
applicable to financizal audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Thoss
standards require that we plan and perfcorm the audit to obtain reasonable
assurance about whether the financial statements ars frees of material
misstatement. 2An audit includes examining, on a test basisg, evidencs
supporting the amounts and disclosures in the financial statements In
audit als includes assz2ssing the accounting principles used and
significant estimates mads by managemsent, asg wsll as evaluating the
overall financial statement pressntation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financizl statements referrsd to abovs present
fairly, in all material respectis, the financial position of College
Township Water Authority as of Decsmber 31, 2011 and 2010, and the
results of its operations and 1ts cash flows for the yvears then ended in
conformity wi i ' irles generally accepted in the United
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In accordance with Government Auditing Standards, we have also issuad
our report dated April 20, 2012, on our consideration of the Authority’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 purpcse of that report is to
describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in
assessing the result of our audit.

Accounting principles generally accepted in the United States of
America reguire that the management’s discussion and analysis and
budgetary comparison information on pages 3 through 10 and page 21 be
presented to supplement the basgic financial statements. Such information,
aithough not a part of the basic financial statements, is regquired by the
Government Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial
statements 1in an appropriate operational, economic, or historical
context. We have applied certain limited procedurss to the reguiresd
supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inguiries of
management about the methods of preparing the information and comparing
the information for consistency with management’s response to our
inguiries, the basic financial statements, and other knowledge we
cbtained 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.

Frve Fodile Sd. (ot 20V

State College, Pennsylvania
April 20, 2012
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COLLEGE TOWNSHIP WATER AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(Required Supplemental Informaticn)
Years Ended December 31, 2011 and 2010

To the Members of the Authority
College Township Water Ruthority
State College, Pennsyvlvania

As management of the College Township Water Author -1ty

ity”),
we offer gaders of our basic financial statements this narrative
introduction, overview and analyvsis of the financial activitiesg of the
Authority for the fiscal year endsd Dacember 31, 2011 . Ths readexr should
use the information contained here in conjunction with the additional
information contained in the Authority’s audited financial statements
which begin immediately following this narrative.
Financial Highlights of 2011
1. Net assets increased by $66,000.
2. DNegotiatione are ongoing with UAJA relative to rate reimbursement for

new CTWA service arsa customers utilizin beneficial reuse water.

3. Develcpment of an additional water supply in Oak Hall is undgerway .
PPy Y

Overvisw of t{he Financizl Statements

This discussion and analysis is intended to serve as an introduction to
the Au hovﬂ‘y & basic financial statements. Since the authority is
engaged only in business-type activities, its basic financial statements
are comprised of two components: 1) proprietary fund financial statements
and 2) notes to the financial statements This report also contains
other  supplementary information in addition to the basic financial
statesments themseslves.

Proprietary fund

£ 1l statements. The BULQDI7LY 5 operations ares
accounted for as a single propri
n thi

tary fund using the full accrual basis

(D

of accounting. In this regard, the : 2uthority's operations ares accountad
for in a manner similar to a private-sector buciness.

The statements of netg sssets pressnt information on the Authority’'s
assets and liabilities, with the diffesrencs betwssen the two reported as
net assets. Over time, increasss or decreases in net assets may sServe as
& useful indicator of whether the financial pozition of the Zuthority is
improving or deteriorating



COLLEGE TOWNSHIP WATER AUTHORITY
MANAGEMENT' S DIS SSEON AND ANATYSTS
{

The gtatements of revenues, swpenses, and changss in net assets rresant
information showing how the AULhOllLy g n=2t assets changed during the
most rszcent fiscal year. A1l of the current year’'s revenues and expenses
are recorded when the underlying transaction occurs, regardless of the
timing of the related cash flows. For example, an electric bill for
usage during the month of December 2011 is recorded as an expense in 2011
although it may not have been paid until January 2012

The statements of cash flowg differs from the statemsnt of revenues,
expenses, and changes in net asssts in that it accounts only for
transactions that result in cash receipts and cash payments. Cash
activities are separated into four distinet categories: 1) operating
activities, 2} capital financing activities, 3) non-capital finan ncing
activities, and 4) investing activities. This statement assists users in
assessing the Authority’s ability to pay its bills and the effect on its
finances of major transactions during the year

es p i ional information
that is essential to a full understanding of the data vided in the
Fﬂnan01a1 statements such as the Authority’s accouptlng nmthods and

Anzglysis of Financial Poszition

2011:
The following condensed statement of net asgssts shows that at December
31, 2011, toba? assets exceeded total liabilities by $£4.11 million, an
increase of 566,000 over the prior ysar.
Net Assets at December 37,
2013 2010 Changes

Current assets S 425,361 S 450,747 S{ €5,386)
Restricted assets 2,773,648 2,634,637 135,011
Other non-current assets 416,914 263,368 { 4¢,454)
Capital assets - net 10,134,482 5,903,504 230,578

Total Assets 13,750,405 13,482,656 257,748
Current liabilities 640,608 509,429 {1i21,179)
Bonds payable - net 2,995,568 8,934,337 (_60,631)

Total Liabilities 8,636,176 5,444 366 (191,810}

Net LAgs=ts S_4.174-.229 54,048,290 S 65,839




COLLEGE TOWNSHIP WATER AUTHORITY
MANAGEMENT 'S DISCUSSTON AND AWAT VSIS

(Continued)

Although thes two major items comprisging assets, cash and receivables,
have decreasad from 2010 by $62,000, the correction of an error by the
trustee resulting in a transfer of $76,000 to the trustee funds and an
operating surplus of $174,000 have contributed to the overall increass of
S258,000 in total assets

An incrsase in accrusd interest on the 2010 bonds together with
amortization of the premium, which incresases the amount shown as bonds
payable, account for substantially all the increase in total liabilities
by $192,000.

2010:
The following condensad statement of nst assets shows that at Deceamber
31, 2010, total assets exceeded totzl lizbilities by $4.05 million, an
increase of $71,000 over the prior year
Net Assetg at December 31,
2010 2005 Chanae

Current assets 2 490,747 s 404,733 S 86,014
Restricted assets 2,634,637 1,614,459 1,020,178
Other non-current assets 463,368 173,825 285,843
Capital asssts - nest 2,503,804 10,126,353 ( 222,487)

Total Assets 13,482,656 12,31%,108 1,173,548
Current liabilities 509,428 £19, 866 { 110,437)
Bonds payable - net 8,934,537 7,721,622 1,213,315

Total Lizbilities 8,444,366 8,341,488 1,102,878

Net Assets S_4.048, 290 $ 3,977,620 S 70,670
Total current and restricted assets increased in 2010 primarily as a
result of an increase in operating revenue over 2009 and the inclusion of
new money for funding capital projects in the 2010 debt issue. The
increase in the other non-current asset classification is due to
czpitalizaed issuance costs related te the 2010 Bond Series
The increase in total lizbilities is primarily dus to the issuance of the
2010 Bond Series and the related retirsment of the 2002 Bond Series



COLLEGE TOWNSHIP WATEE AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALVSIS
(Continued)

Analvysis of Operating Results

2011:
The fellowing condensed statement of revenues, expenses, and changss in
net assets provides a compavrison of the major categories of revenues
and expenses rescognized durlng the year
Changes in Net Assets
2011 20310 Changs

Cperating revenues S 1,855,418 S 1,502,680 5 52,738
Cperating expenses 1,125,018 1,068,555 {_56,463)
Operating incoms 430,400 434,125 { 3,725)
Non-operating revenues

and (expense) (_364,451) ( 363 ,455) { 1,006

Changss in net assets 5 £5,839 5 70,670 S 4,731)

rt

A 2.7% increase in the usage rate resulted in an increase in metered
revenue by S$35,000. 2011 opcraulpg expenses remained ab the =ams lsvel
asg 2010 with the exception of an increase of 335,000 in depreciation
and amortization. These two factors plus a decrease in interest expernse
and tap fees, two major components on non-operating revenue/expense
resulted in a slightly lower increase in net assets for 2011 compared
to 2010.

Analvsis of Operating Results

2010:
The following condensed statement of revenues, expenses, and changes in
net assets p ovides a comparison of the major categories of revenues

and expenses recognized during the year.

Charngss in Net Asset

20310 20009 Change
Opesrating revsnues S 1,502,680 $ 1,337,545 5 165,135
Operating expensss 1,068,555 561,713 106,844
Operating income 434,125 375,834 58,2¢1
Non-operating revenusg
and (expsnse) ( _363,455) 12,329 ( 375,784}
Changss in net assets S 70,670 3 388,163 S{ 317,493)
The Authority experienced an increase in metered revenuse for 2010
totaling $140,000, due largely from increased con nsumption and a rate
increase oL 7.7%
Increases in maintenance, general and office expensez resulted in an
overall incresase of 12.7% from 2009.



COLLEGE TOWNSHIP W
MANAGEMENT'S DISCUSSION AND ANALT
{(Continuesd

ATER AUTHORITY
YSIS

P

The lack of any capital contributions in 2010 dreve the decrease in
non-operating revenues/ {(expenses) of $376,000 from 2009.

Statement 33 of the Governmental Zccounting Standards Poard reguires that
physical assets, such as water main extensions, contributed to the
Authority by developers be treated as non-opsrating revenus. The
Authority recorded $398,000 and zerc of such non-cperating revenue during
the ysars ended Decembery 31, 2010 and 2003, respectively.

Water Rates

3 Indentures. Water rates per 1,000 gallons of watsr
used are/were as fo W

2012 $5.90
2011 $5.75
2010 $5.50
2009 $5.20

Capital Assets

At December 31, 2011, the Authority had invested $10.1 million in capital
assets (wells, eguipment, structures) and infrastructurs (distribution
and transmission waterlines) net of $3.5 mwmillion accumulated
depreciation. Significant additions inciuded 1) Improvements to the East
Branch Road main - $258,000, 2) Upgrades to the Dale/SCP Well - $£95,000
and 3) Purchase of a new pump for the Spring Cresk Well - $61,000
At December 31, 2010, the Authority had invested $9.92 million in capital
asssts (wells, =sguipmsnt, sitructures) and infrastructure (distribution
and transmission wateriines) net of $3.2 million accumulated
depreciation. Significant additions included 1) $19,000 of meters and 2)
Purchase of a truck - 528,800
The Authority plans to continus investing in its water system in 2012,
Budgsted improvements total $1.13 million with funding primarily to coms
trom funds available in the Construction and Bond Redemption and
nt Funds. The Authority also plans on spending $80,000 on




COLLEGE TOWNSHTD WZT
MANAGEMENT ' I
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Long-Term Debt Activity

During 2010, the 2Zuthority took advantags of a low interest rate
environmant and issued 1ts Walter Eevenus Bonds, Ssries of 2010 in the
aggregate amount of $%,%10,000. The procssds from this issus were ussd
to retire the outstanding bonds from the Ssries of 2003 issus and to
provide capital for essential water system improvements.

The 10 bonds are secured by a Trust Indenture. More Iimportantly
however, the Indenture requires annual revenues from the water system to
be egual ©To or greater than the combined total of 100% of the vear’'s
actual administrative and operating expenses and 110% of that vear’s debt
service reguirement. This reguiremsnt is psrhaps the single greatest
driving £factor in establishing the rates for water ssrvice. The
supplemental schedule found on pags 23 cof this report illustrates the
Authority's compliance with this proviszion of the Indenture.

t December 31, 2011, $9,910,000 of ths original par wvalue ramained
outstanding. The Trust Indenturse required transfsrs to the Debt Servics
F ing $728,000 for the payment of bond interest and principal.

d and on schedule.

for
rs were made in the amounts reguirs

M

Note D containsg financial information relative to funds held by the
trustee as reguired by the Trust Indenturs. Notes &, F, and G contain
additional information we consider to be essgentizl to undsrstanding the
structure, terms, and financial implications of the Authority’'s long-term
debt

gnificant Matters
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The University 2Zrea Joint Ruthority has constructsed a transmission line
that will transmit “beneficial rsuse” water for discharges at the upper
reaches of Slab Cabin Run. Potentizlly, both current and prospsctivs
customerg of the Authority may be able to use the reuse water instezd of
the water provided by ths Zuthority. 2Zlthough an agreement currently
exists which prevents a revanue lcss by the Authority if this situation
occurs, negotiations are ongoing relative to rats reimburssment for new
CTWA Service area customers wishing to uss beneficial rsuse water.

Thea Authority serves as a back-up watsr supply to the Belleionte Water
Syvstem and to ths State Correcticnal Institution at Rockview Wzather
has a direct impact on Rockview's purchases of water during the ysar

The Ruthority will most likely boost its capacity upon completion of the
conmstruction of an additionzl water source in the Ozk Hall area of the
Authority’s ssrvice area.

We are not aware cif any other facts, decisions, or conditions that ars
expected to have a significant sffect on the Authority’'s financizal
position or opsrating results



COLLEGCE TOWNSHIP WATEER AUTHCRITY
MANAGEMENT'S DISCUSSION AND ANATYSIS
{(Continued)

Overall Financial Analvsis

We believe that the overall fimancial position of the Authority has
improved. Thea substantial increases in net assets is but one indication.
In addition, the number of customers and water system revenues has
increased over thea prior year and this trend is expected to continue for
the foreseezble futurs

Reguest for Information

This financial report is designed to provide an overview
the Authority’'s finances. Q tions concerning any of
information provided in this report or reguests
additional financial information should be addressed to
buthority’s Finance Director at 1481 East College Avenu
Stats College, PR 16801.
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COLTLEGE TOWNSHIP WATER

AUTECORITY

STATEMENTS OF

NET ASSETS

2011 2010
ASSETS
Current Assets:
Cash 5 98,474 g 9,872
Trade accounts receivable, net 296,905 337,868
Accrued interest and other 1eCﬂ1Vables 102 4,338
Material and supplies 28,329 27,318
"Due from College Township 1,551 1,551
Total currsnt assets 425,361 480,747
Non-current Assets:
Restricted assets held by trustee 2,773,648 2,634,637
Unamortized bond costs, net 416,914 4463 368
3,180,562 3,088,005
Capital Zssets: .
Water Utility Plant in service, -
at cost , 13,090,085 13,029,354
Less accumulated depreciation { 3,452,853) {( 3,151,246)
Net utility plant 9,637,162 9,878,108
Construction in progress 487,320 25,796
Total utility plant 10,134,482 5,903,904
Total assets 13,750,405 13,492,656
LIABILITIES
Current Liabilities:
Accounts payablie and accrued expenses 71,817 72,507
Due to College Township 655 5¢6
Accrued interest : : 158,136 26,356
Current portion of long t rm debt 410,000 410,000
al current liabilities £40,608 509,425
Non-current Liabilities:
Bonds pavable, nst of unamortized
Dremium 8,985,568 8,934 837
Total liagbilities 8,636,176 0,444 366
NET LSSETS
Invested in capital assets, net
of related desbt 2,608,972 2,867,417
Restricied for debt service 568,136 163,854
Restricted for capital outlays 614,538 510,318
Unrestricted 322,583 506,651
Total net assets S 4,114,228 s 4,048,250
See accompanying notes to financial statements

December 31,




COLLEGE TOWNSHIP WATER AUTHORITY

STATEMENTS OF REVENUES, EXPENSES AND

CHANGES TN N&T ASSETS

Operating revenues
Water operating revenues
Unmetered water sales and other fses

Total operating revenues

Operating expenses:
Purification system
Pumping system, primarily power
Storage
Maintenance
General
Office
General property
Engineering and professional
Taxes, benefits and insurance
Miscellaneocus
Depreciation and amortization

fees

Total operating expenses

Qperating income

Non-operating revenues/ (expense) :
Inter=sst expense
Investment income
Tap and connection fees

Sub-total
Net income
Net assets, beginning
ending

Net assets,

See accompanying notes to financial statements

-11-

(securing revenue bonds) :

$

Year Ended December 31,

(

(

2011 2010
1,279,434 $ 1,244,829
275,984 257,851
1,555,418 1,502,680
38,353 30,145
88,273 105,820
582 3,451
58,323 80,763
193,643 175,110
87,584 85,037
20,683 15,740
61,547 52,318
148,422 129,650
79,497 77,130
348,113 313,391
1,125,018 1,068,555
430,400 434,125
376,904) 402,242)
4,824 6,026
7,618 32,751
364,461) 363,455)
65,939 70,670
2,048,290 3,977,620
4,114,229 $ 4,048,290




COLLEGE

TOWNSHIP WATER AUTHORITY

STATEMENTS OF CASH FLCOWS

Cash flow :rom omeratlng activities:
Cash received from customsar

it
s
Cash payments to supplisrs £

for goods and servicss
Net cash provided by operating activities

1l and relate
utility plan
onds and capital lsases
issuance

Cash flows £
Payments
Intsrest
Proceseds from bond
Bond issuanc= costs
Principsal paid on bond maturities

om Cc&
rOr
ai

rr 't:l

ita
water
d on b

‘!'U h

Net cash used in capital
and rslated financing activities

Cash flows from investing activities:
Purchase of inveastments
Investment earnings

TR

Net cash used in investing activities

]
It
u
n
=y

Net decr in

M

&5

it}

Cash balance, beginning of year
Cash balancs, end of year

Reconciliation of operating income to net cash
providad by opsrating activities:

Operating Income

Tap and connecticon fzes
Adjustment to reconcile opesrating income to net
cash provided by cperating activities:

Depreciation of water utility plant
Amortization of bond costs
in assets and liabilities:
Decrease / (increase) in receivables
(Increase)/ decrsass in matsrials and Sule’cS
{Increase)/ decrsase in accounts payable
and accrued sxpenses

Increase / (decrsass) in amounts due
related parties

Change

Tt
o]

Net cash provided by operating activities

See accompanying notes to financial

-12-

Year Ended December 31,
2011 2010

$ 1,604,000 & 1,435,487
{__778,519) {751,888}
825,481 683,512
{ 532,235} 70,884)
{ 1Bz,453) { 489,077}
-- 5,210,000
-- { 309,863)
- {8.720,000)
{(__7i6.728) (_ 320,176}
( 139,011) {1,020,178)
3,060 2,786
{ 129,951) (1,017,392}
{ 21i,198) ( 13,704)
118, 672 133,376

S eg.474 & _ 119 872
5 430,400 & 434,125
7,618 32,761
301,657 283,369
46,454 20,022
40,963 { cg,944)

{ 1,011} 3,466
{ 690} 600
ge ( 887)

3 B25,481 & 683,512

statements



COLLEGE TOWNSHIP WATER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YRALRS ENDED DECEMBER 31, 2011 AWND 2010

Summary of Significant Accouniing Policies

Basis of Plesentation - The College Township Water Authority (the
"Zuthority") was formed by resclution of the Council of ths Township
of College, Centre Counuy' Pennsylvania adopted on May 2, 19986
pursuant to the Pennsylivania Municipality Authorities Act of 194%.
Effective as of May 20, 1995, the Authority acquired a majority of
the voting rights of the common stock of Lemont Water Co. which has
since been liguidated.

Description of business - The Ruthority supplies water to residential
and business customsrs in College Townsnlp, Pennsylvania. All of the
Authority's activities are located in Central Pennsylvania. Water

produced is treated with a seguesterant and is disinfected with
chlorine. The wells DVO“'dE water to the customers through 25 miles
of underground distributicn piping.

The Authority has two well facilities. The “Rogers” Well is permitted
to pump up to 1,800 galloﬂ per minute (gpm). The “Spring Crssk Park”
;1 t

T
well, placed in servics in 2000 "permitted toc pump up
T3 [ st

s s
Thus, the Authority has two independent sources for its total expected
usage EBach well is currently configured to pump at 1,250 gpm and the
Author permitted withdrawal rate is limited to a monthly

i ater utility plant ars
when an ass2t 1s placed in ssrvice. Costs incurred
ruction of an asset are accumulated and reported as

ress until the asset is placed in ssrvice.
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aintenance zand repairs are charged to operations when incu
etterments and renewals are capitalized. When.pvopevty‘and.equl
re sold or othsrwise dlsposcd, the asset account and =)
D

r
ion account ars reduced and any gain or loss is included

i
of 56,572 and s7,



COLLEGE TOWNSHID WATER AUTHORITY
NOTES TO FINANCTAT, STATEMENTS
YRARS ENDED DECEMBER 31, 2011 AND 2010

Summary of Significant Accounting Polices {(continued)

Investments - Investments are recorded at amortized cest. Included
in other receivables at Decsmber 2011 and 2010 are $102 and $4,338,
respectively of accrued interest and dividends on,the assets held by
the Trustes

Depreciation - Assets are depreciated over estimated useful lives

using the straight-line method.

Revenue recognition - Revenue is generally recognized from water sales
whern the meters are read. Meters are read on a guarterly basis for
regular customers. Rates are determined based on a fee schedule
approved by the Authority's Board. Un-billed receivables are recorde

as revenues based upon pro-rata calculations, from the date of the
last meter reading to the financizal reporting date.

Interest Expenss - Intersst costs incurred on bonds and loans are
capitalized as part of the cost of the constructed project. Interest
costs on borrowings for construction are capitalized as work
progresses until completion of the project. The interest cost on
bonds payzble is nstted against interest earned on the invested bond
Droceeds.

Income Tax Hxpense - The Authority is exempt from fedsral and state
incoms tax under the Municipality Authorities Act of 1845.

Contributions in aid of construction - The ARutho ty receives property
additions £from developers and customers to extend its ssrvice
territory. Thess are typically constructed by the third party
contractors with the Authority's supervision.

The contributed assets ars then depreciated over their useful life.
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- Cash alances not sscured by FDIC insurance ars
ed as provided under Pznnsylvania Act 72, whersby banks
teral with a market value =qu%1 or exceeding the total of

a ' ollateral with a2 third party such as
ances of $3250,000 are FDIC insur=d.
as described above
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COLLEGE TOWNSHIP WATER AUTHORITY

NOT=S TO FINAWNCTIAT STATEMENTS

YELRS ENDED DECEMBER 31, 2031 AND 2030

y:y Summary of Significant Acgounting Policiess (continuad)
Estimates
The preparation of financial statements in accordance with generally
accepted accounting principles requires the uss of estimates by
management Zctual resulitg will differ
B. Recsivables
December 371,
2031 2010
Interest Receivable 5 102 S 4,338
Accounts Receivable, nst 296,905 337,868
Total Accrued Interesst and
Accounts Receivabls $2¢7,007 5342,206
C. Water Utility Plant
Water utility plant is made up of contributed property and purchased
or constructed property as follows:

L.and and rights
Land improvemsants

i
o]

and standpipes
Power and pumping structures
Wells and springs

Structurss and improvements
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furniture and eguipment
power pumping sguipment
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Useful
TLife December 31,
In Years 20711 2010
8 213,140 S 213,140
15 11,468 11,468
224,508 224,608
20-60 373,429 372,429
20-35 358,605 321,558
40 2,854,128 2,854 129
3,587,163 3,549,117
50 8,471,388 8,466,084
10-20 351,398 334,04
10-20 110,267 110,287
5-7 185,340 1E8L,34
15 58,375 58,375
3-7 8,508 68,50%
10 332,007 22,007
S, 278,284 2,255,829
12,080,065 13,029,354
{ 3,452,203} { 3,151,248)

$ 9,637,162 $ 9,878,108




COT.LEGE TOWNSHIP WATHR AUTHORITY
NOTES TQ FINANCTAY, STATEMENTS
YEARS ENDED DECEMBER 31, 2011 AND 2010

C. Water Utilitv Plant {(continusd)

Capitalized interest expense for construction in progress was not material
to 2011 or 2010. There were no significant dispositions of asssts in
either year

D. Restricted Assets Held bv Trustee

Under the terms of the Trust Indenture, the Zuthority has placed
certain funds on deposit with the T tes as follows:
December 31,
2013 2010

Construction Fund s 735,144 1,117,082
Revenus Fund 127,830 £9,018
Debt Sarvice Fund 568,135 S 1%80,21¢
Debt Servigce Reserve rFund 728,000 728,000
Bond Redemption and Improvemsnt Fund £14,538 510,218

$ 2,773,648 52,634,637

Investiments held in the funds consist of:

U.S Bank Corporate Trust MM Fund 52,373,648 2,234,637
Certificates of Deposit 400,000 400,000

$ 2,773,648 $2,634,637

211 assets are restricted as to their use, pursuant to ths Trust
Indenture. While the Trust Indenture restricts ths use of assets held,
amounts held in the Revenue Fund and Bond Redemption and Improvemsnt Fund
are reported in the statements of net assets is “unrestricted” since the
Authority has the flexibility to apply thess funds to opsrating expensas,
capital repairs or debt service

The funds are considered uncoll
Government Accounting Standards Board. U.
Market Fund investe in gecurities

f£i i i -

72 Carti



COLLEGE TOWNSHTIP WATER AUTHORITY
NOTES T0O FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 331, 2013 AND 2010

Unamertized Bond Costs

23]

In connection with the issuance of its Water Revenus Bonds, Series of
2003 and 2010, the Authority incurred certain costg, and discounts wers
allowed, to compensats the underwriter (and bondhclders).
The significant componsnts cof these costs are:
Decembesyr 31,

2011 2010

Insurance and othsr issuance costs, net - 2003 § 4,783 £ 154,782
Original issue premium - 2003 ({ 14,852) ( 14,852)
Underwriter's discount - 2003 124,027 134,027
Insurance and other issuance costs, net - 2010 161,047 161,047
Original issue discount - 2010 6,459 6,459
Underwriter's discount - 2010 142,358 142,359

Total costs and related expenses 623,823 £23,823
Accumulated amortization - costs {206,909) (160,455)
Unamortized bond costs, n=t S 416,184 5 463 348

r1

These costs are being amortized over the term of the bonds using the
interest method. Z2Zmortization was 546,454 and $20,022 for the yzars ended
December 31, 2011 and 2010, zrespectively; accumulated amortization was
5206,80% and $160,455, respectively.

F. Bonds Pavable

On November 1, 2003, the Authority 1ssucd £6.585 million in Water
Revenue Bonds, Series of 2003 with an average interest rate of 3.846% to
advance refund $7.055 million of ocutstanding 1999 Series Bonds with an
average intersst rate of 6.02%. The net procesds oi $5%,660,9%912 (after
payment ©Ii $334,088 in underwriting fees, insurance, and other issuancea
costs) plus an additional S610,230 of 1998 debt service reserve rund moniss
wers used to purchase U.5. Government securities tota 11pg $7,988,266.
These securitiss were deposited into an irrevocable trust with an escrow
agent to provide for ail future dsbt service Daymcpbs on the 19889 seriss
bonds. 2s a resgult, ths 1529 =ssries bonds are considered to be defeased
and the lizbility for thoss bonds has besen removed from ths statamsnt of
net assets as of Dzcembsr 31, 2003.

The advance-refunding resulted in a difference Dbetween ths
reacguisition price and the net carrying amount of the old dsbt of
S1,072,431, This differencs, reported in the accompanying £financial
statements as a deduction from bonds payabls, is bzing charged te interest
expense through the year 2027 using the effective-intsrest method. Ths
Authority completed the advance-rsfunding to finance approximataly
$1,677,000 of additional construction improvements and extensions of the
watel system The advance-refunding reduced ths Authoritv’'s total debt
service payments over the next twenty-seven (27) vears by $1,317,565 and
resulted in an economic gain (diff=rencs bestwsen the prezent values of thsa
0ld and new debt service payments) of $433,850.



COLLEGE TOWNSHIP WATER AUTHORITY
NOTES TO FINANCTIAT, STATEMENTS
YEARS ENDED DECEMBER 31, 2011 AND 2010

F. Bonds Pavable {(continuesd)

On December 1, 2010, thes Authority issued $9%.91 million in Water
Revenue Bonds, Series of 2010 with an average interest rate of £3.066%.
The net proceeds of $9,761,182 (after payment of $148,818 in underwriting
fees, insurance, and other issuance costs) wers used to retire $8.72
million of outstanding 2003 Sesries Bonds. The remaining funds were placed
with a trustee and invested in a Corporate Trust Money Market Fund, these
funds are restricted for the future construction projects of the Authority.

h

Bonds Payable consist of the fcllowing:

December 31,
20711 201¢C
Water Revenue Bonds - 2010 $ 9,910,000 S §,810,000
Less Current Portion { 410,000) ( 410,000)
Less Unamortized premiums, net of
accumulatad amortization of $568,039% and
5507,408 at Decasmber 31, 2011 and 2010 { 504,432) { 565,0632)

$ 8,885,568 $ 8,934,937

Total future debt service requirements are as follows:

Coupon Total
Du= Principal Interest Coupon Dbt

January 1, Amount Rate interest Service
2012 410,000 1.00% 316,272 726,272
2033 415,000 2.00% 312,713 27,713
2014 420,000 2.00% 303,873 723,873
2015 430,000 2.00% 285,473 725,473
2014 420,000 2.00% 282,573 722,5%3
2017 450,000 2.35% 273,773 723,773
2018 450,000 2.60% 263,198 723,158
201¢s 475,000 2.80% 251,238 726,238
2020 485,000 3.10% 237,463 722,463
2021 505,000 3.30% 222,428 727,428
2022 520,000 3.40% 205,763 725,763
2023 535,000 3.55% 188,083 723,083
2024 555,000 3.65% 165,080 724,080
2025 575,000 3.75% 148,823 723,833
2028 600,000 3.80% 127,270 27,270
2027 620,000 3.85% 104,470 724,470
2028 £45,000 4.00% 80,600 725,600
20282 570,000 4.00% 54,800 724,800
20320 700,000 4.00% 28,000 728,000

59,910,000 $3,865,913 £ 13,775,913

Bon maturing ars subject to mandatory sinking fund installments
reguired to be made annually




COLLEGE TOWNSHIP WATER AUTHORITY
NOTES TO FINANCIAT, STATEMENTS
YEARS ENDED DECEMBER 31, 20611 2AND 2010

. Bonds Pavabls {(continuad)

Interest payments on the bonds are payable to bondholders on July 1°°
and January 17 of each vyear.

The bonds are subject to & Trust Indenture {the "Indenture”) dated as
0f Decembsr I, 2010 betwsen the ZAZuthority and U.S. Bank National
Association as Trusitee. Ths Indenture specifies the terms and conditions
for the security and repayment of the bonds asz well as the use of the bond

proceeds. As more fully set forth therein:

- Bond proceeds can be used for: a) the acguisgition and
construction of additions, extensions and improvements to the
water system, b) the payment of cutstanding indebtedness and thea
initial costs of the bonds and, ¢} making certain initial
deposits with the Trustee.

- The bonds are secured by all receipts and revenues of the wat
system, earnings on and the init 8 i L3
Trustee and the financial guaranty of Assured Guaranty Munici

Corp.
- A series of accounts have been established for the application
of monies required to be held. These include:

¢ hold the nst proceseds of the bond

cr

The Construction Fund

issue while the Authority constructs the variocus capital
additions and improvemsnts to the water system

The Revenue Fund into which the recesipts and revenuss of the
water system are deposited, within 20 days of receipt by the

huthority.

The Debt Service Fund into which deposits
of principal maturities and coupon inter
regquired on or bziore June 20 or Dacemb
the ensuing July 1 r

-

on and January 1, I

The Debt Service Reserve Fund into which an initial deposit
of $728,000 was made toc further sescurs the bonds,
representing an amount egual to the highest debit servics
reguirement in any ons year.

The Bond Redesmption and Tmprovement Fund to hold accumulated
reserves for operations, improvement of the water system
znd/or early retiremsnt of the bonds payable, at the
discretion of the Authority



COLLEGE TOWNSETIP WATER AUTHORTTY
NOTES TO FINANCIAT, STATEMENTS
YEARS ENDED DECEMBER 31, 20131 AND 2010

F. Bonds Pavable (continusd)

i

Under the Indenture, thes Authority covenanits to maintain water rates
and charges which, together with other recesipts an avanues, ars
sufficient to fund: a) administrative expenses; b ting expesnse, and,
¢} 110% of the debt service requirements, plus any other mandatory

P

The Author

ri up to $1,500,000
provided nc even

ty is permitted additional unsecured deb
T

oL default exists at that time, and if other funds ars
not available. Additional bonds may alsc be issued under certain
circumstances.
G. Statement of Cash Flows

For ths years ending Dscembsr 31, 20
' L 5184,

11 and 2010, the Authority paid
423 and $489,077, Vespectl

j $18 vely.
H. Related Party Transactions

During 2011 and 2010 the Authority paid College Town ip $77,160 and
574,820, respec t' ely, for the oversight of its administr EWVE, financial

and operational activities. College Township alsoc ssrves as the common
paymaster for all em ployees. Costes of the employees hired for, or assignad
to AZuthority opsrations are billed at actuzl costs and reimbursed by the
Authority.

1. Commitments and Contingencies

whereby 1t can purchase up to one million gallons of wate
emergency basis.

The Authority has an agreement with the Pennsylvania State Un1v=vs1ty,
r
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EUDGET V

s.

ACTUAL

YEAR ENDED DECEMBER 31

2011
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B ot 2
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b
I
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oM mma e
1=

total available

t service to

e}

Budget-
Unaudited-

Actual Cash Basgis Variance
$1,555,418 & 1,552,849 S 2,568
38,353 31,8620 {  &,733)
8BB,273 105,450 17,3177
582 3,300 2,718
58,323 45,459 { 11,854)
193,643 180,650 {( 12,993)
87,584 87,850 266
20,683 21,150 487
61,547 58,500 { 3,047)
148,422 154,050 5,628
75,487 81,160 1,663
775,807 770,185 ( 6,708}
778,511 782,650 ( 4,139}
7,618 25,000 { 17,381)
4, B24 7,500 { 2,676)
12,443 32,500 {_20,057)
790,954 815,150 { 24,136)
316,273 216,273 -
410,000 410,000 - =
726,273 726,273 - —
3 64,681 S 88,877 S{ 24,206}
108.9% 112.2% { 3.3)%
items of accretion ars omittad
1
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIAZNCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Authority
College Township Water Authority
1481 Bast College Avsnus
State Cecllege, PA 16801

We have audited the financial statements of +the College Township
Water Authority as of and for the year ended December 31, 2011, and

have issued our report thereon da ed April 20, 2012. We conducted
our audit in accordance with auditing standards gznerally accepted in
the United States of 2America and the standards ‘applicablie to
financial audits contained in Governmen Auditing Standzards, issued

by the Comptroller General of the United States.

Internal Contrcl COver Financial Reporting

Managemsnt of the College Township Water Authority is responsible for
establishing and maintaining effective internal control over
financial vreporting. In planning and performing our audit, we
considered the College Township Water Puth011Ly’s internal control
over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on ths financial
statements, but not for the purpose of expressing an opinion on the
effectiveness of the Colleg: Township Water 2uthority’s internal
control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the College Township Water
Authority’s internal control over financial reporting.

A deficiency in internal control exists when the d=51g_ or operation
of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent, or detect
and correct misstatements on a timely basis. 24 ma al weakness is
a deficiency, or combinaticon of daficiencies, in internal control
such that there is a reasonabls possibility Lha a material
migstatement of the entity’s financial state s will not be
prevented, or detected and corrected on a timely b sis.

3
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MEMBERS: AMERICAN AND PENNSYLVANIA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS

2013 SANDY DrIVE, SUITE 200 « STATE COLLEGE, PENNSYLVANIA 16803 ¢ (814) 237-8999 « FAX (814) 237-0980



Our consideration of internal control over financial reporting was
for the limited purpose described in the first paragraph of this
gsection and was not designed to ideptify all deficiencies in inte
control ver financial 1reporting <that might be deficienc
significant deficiencies or material weaknesses. We did not iden
any deficiencies in internal contrcl over financial reporting tha
consider to be material weaknesses, as defined above.

Compliance and Other Matters

A part of obtaining reasonable assurance about whethar Co
Township Water Authority’s financial statements are free of mat
misstatement, we performed tests of its compliance with ce

provisicns of laws, regulations, contracts, and grant agreemen
noncompiiance with whlch could have a QlVECt and material effect on
the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective
of our audit, and accordingly, we do not express sguch an opinion.
The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government
Auditing Standards.
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This report is intended solely for the information and use of the
Members of the Authority and management of the College Township Water
Authority and is not intended to be, and should not be used by anyone
other than thess specified parties.
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llege, Pennsylvania
April 1

FIORE FEDELI SNYDER CAROTHERS, LLP
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- Joseph P. Fedeli, CPA

Rabert P. Snyder, CPA
John F. Carothers, CPA
David C. Carothers, CPA

April 20, 2012

Collsge Township Water Ruthority Members

1481 East College Avenue

State College, PA 16801

We have audited the financial statements of the College Township

Water Authority for the years ended Descember 31, 2011 and 2017,

and have i1ssued our report thereon dated &pril 20, 201i2.

Professional  standards reguire that we provide vyou with

information about our responsibilities under generally acceptsd

auditing standards, as well as certain information related to
=d

ti
the planned sceope and timing of our azudit. We have communicat
rmat

such information in our engagement letter to you dated January
27, 2 12. Professional standards alsc require  that we
communicate to you the following information related to our

audit

Qualitative Aspects of Accounting Practices

Management is rssponsible for the selection and wuse of
appropriate accounting policies. The significant accounting
policies wused by the College Township Water Authority ars
described in Note A to the financial statements. New accounting
were adopted to conform with GASE 54, the application

cies was not changed during the year ended
. We noted no transactions entered intce by the

= ri

December 31, 201
Authority during the year for which there 1s a lack of
authoritative guidance or Consensus. A1l significant
Transactions have been recognized in the financial statements in
the proper periocd

are an 1integral part of the financial

Accounting est 5 a
by management and are bassed on management's

timat
statements preparsd

MEMBERS: AMERICAN AND PENNSYLVANIA INSTITUTES OF CERTIFIEDR PUBLIC ACCOUNTANTS

2013 SaNDY DRIVE, SUITE 200 » STATE COLLEGE, PEMNSYLVANIA 16803 « (814) 237-8099 « FAX (812) 237-0980
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knowledge and experisnce about past and current events and
assumptions about future events. Certain accounti sti s
are particularly sensitive because of their s
financial statements and because c©if the possi i
events affecting them may differ significantl
expected. Management's estimates wers reasonable in relation to
he financial statements taken as a whole.

gnificance to the
ity that future
7 fIrom those

rt

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties

z n dealing with
management in performing and completing cur audi

Corrected and Uncorrected Misstatements

Profzssional standards reguire us to accumulate all known and
]

likely misstatements identified during the audit, other <than
those that are trivial, and communicate them to the appropriate
level o©of management. Management has corrected all such
misstatements In additicon, none of the misstatements detected
as a result of audit procedures and corrected by management were
material, either individually or in the aggregate, to the
financial statements taken as a whole.

Disazgreements with Management

For purposes of this letter, professicnal standards define a
disagreement with management as a financial accounting,

reporting, or auditing matter, whether or not resolved to our
satisfacticn, that could be significant to the financial
statements or the auditor's report. We are pleased to report that
no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management tThat
are included in the management representation letter dated April
20, 2012.

FIORE FEDRELI SNYDER CAROTHERS, LLP



College Township Water Authority
April 20, 2012
Page Three

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other
accountants about auditing and accounting matters, similar to
obtaining a ‘“second opinien” on certain situations. If a
consultation involves application of an accounting principlie to
the Authority's financial statements or a determination of the
i s opinion that may be expressed on those
stactements, our prof ssional standards require the consulting
accountant to check with us to determine that the consultant has
all thes relevant facts. To our knowledgs, there were no such
consultations with cther accountants.

O

Other Aundit Findings or Issues

snerzlly discuss a variety of matters, including the
aprlication of accounting principles and auditing standards,
ith management each year prior to retention as the Authority's
auditors. However, these discussions occurred in the normal
urse of our professional relationship and our responses were
a condition to our retention.

This information is intended solely for the uss of the Authority
iembers and management cf the ColWEge Township Water Authority

is not intended to be and should ncot be used by anyone other
than these specified parties.

Very truly yours,

},/ Ftte St /,mg,,u/

iore Fedeli Snyder Carother LLpP

FlorE FEDELI SNYDER CAROCTHERS, LLP



