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Independent Zuditor’s Report

mbers of the Authority
College Township Water Authority
State College, Pennsylvania

We have audited the accompanying statements of net position of
College Township Water Autheority, Centre County, Pennsylvania (the
"Authority") as of December 21, 2012 and 2011, and the related statements
of revenues, expenses and changes in net positicn and cash flows for the
vears then ended, which collectively comprise the Authority’s basic
Financial statements as listed in the table of contents, and the related
notes to the financial statements
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 failr presentation of financial statements that are
free from material misstatement, whether duse tc fraud or error
Auditor’s Responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted ocur audit in accordance with
auditing standards generally accepted in the United States of America
Those standards reguire that we plan and perfcrm the audit tc obtain
reasonable assurance about whether the financial statements are Ifree of
material misstatement.

En audit involves performing procedures to obtain audit evidence
about the amounts and disclosgures in the financial statements. The
procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial
statements, whether duse to fraud or error. In making these risk
assegsments, 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 purpese of expressing an opinion on the
effectiveness of the entity’s internal contrcl. Accordingly, we eXpress
no such opinion.

MEMBERS: AMERICAN AND PENNSYLVANIA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS

2013 SANDY DRIVE, SUITE 200 » STATE COLLEGE, PENNSYLVANIA 16803 » (814) 237-8399 « FAX (814) 237-0880



Zn audit also includes evaluating the appropriateness of a
policies used and the reasonableness of si i £

made by management, as well as evaluating for overs
financial statements
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We believe that the audit taine
appropriate to provide a basis for your audit opinions.
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The “budget-unaudited
as not been subjected
sic financial st

In accordance with Government Auditing Standards, we have alsc issued
our report dated February 20, 2013, 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 purpose of that report is to
describe the scope of our testing of internal control over financial
reperting 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 i1s an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in
assessing the result of our audit.



COLLEGE TOWNSHIP WATER AUTHORITY
MANAGEMENT 'S DISCUSSION AND ANALYSIS

(Regquired Supplemental Information)
Yezrs Ended December 31, 2012 and 2011

To the Members of the Authority

College Township Water Authority

State College, Pennsylvania

s management of the College Township Water Authority, (the “Authority”),
we offer readers of our basic financial tatements this narrative
introduction, overview and analvsis of the financial activities of the
Zuthority for the fiscal year ended December 31, 2012 The reader should
use the information contained here in conjunction with the additional
infcrmation contained in the Authority’s audited financial statements
which begin immediately following this narrative
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3. Development of an additional water supply in Oak Hall continues.

4. As of December 31, 2012, the balance available in the construction
fund for system improvements was depleted.
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Overview of the Fi

This discussion and analysis is intended to serve as an introduction ToO
the ZAuthority’s basic financial statements. Since tThe 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
statements themsslves

Proprietary fund financial statements. The Authority's operations are
accounted for as a single proprietary fund using the full accrual basis
of accounting. 1In this regard, the Ruthority’'s operations are accounted
for in a manner similar to a private-sector business.

;

The statements of net pesition present information on the Authority’s
assets and liabilities, with the difference between the two reported as
net position Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the
Zuthority is improving or deteriorating



COLLEGE TOWNSHEHIP WATER AUTHORITY
MANAGEMENT'’S DISCUSSION AND ANATLYSIS
(Continued)

The statements of revenues, expenses. and changes n net peosition present
information showing how the Authority’s net position changed during the
most recent fisceal vear. 211 of the current year’ s rsvenues and eyp51ses
are recorded when the underlying transaction occurs, regardless oI the
timing of the related cash f'ows T:’or example, an electric bill for
usage durlnc the month of Decembe 12 is recorded as an expense in 2012

’,.‘

noagb it may not have been pald unL11 Januvary 2013.

The statements of cash fiows differ from the statements of revenues,
expenses, and changes 1in net pocsition in that it accounts only Ifor
transactions that result in cash receipts and cash payments Cash
activities are QVD“YaVeQ into four dlstinct categories: 1) operating
activities, 2) capital fi qanc”ng abt vities, 3) non-capital financing
activities, and 4) investing activities. This statement assists users in
assessing the Authoritv's ability to pay its bills and the effect on its
finances of major transactions during the vear

Notes to financial statements. The notes provide additional information
that is essential to a full underscanding of the data provided in the
financial statements such as the Aauthority’s accounting methods and
policies.

Analvsis of Financial Position

2012:
The foliowing condensed statement of net position shows that at December
21, 2012, total assets exceeded totel liabilities by $4.25 milliion, an
increzse of $133,000 over the prior vear.
Net Pogition at December 231,
2012 20211 Change

Current assets 3 513,610 S 425,361 s 88,249
Restricted asssts 1,727,156 2,773,648 {1,046,4582)
Other non-current assets 373,766 416,814 { 4£43,148)
Capital assets - net 10,857 ,82¢C 10,134,482 817,338

Total Assets 12,566,352 13,750,405 ( 184 ,053)
Current liabilities 680,611 640,608 { 40,303)
Bonds payable - net 8 638,411 8,225, 568 357,157

Total Liabilities ©,31¢,322 9,636,176 316,854

Net Peosition S_ 4,247,030 S_ 4,134,229 S 132 807




COLLEGE TOWNSHIP WATER AUTHORITY
MANAGEMENT’S DISCUSSION AND ANATLYSIS

<

(Continued)

Z healthy increase in cash from operations was offset by depreciation and
amortization, resulting in an overall decrease in total assets. Within
the total assets classification, a substantial amount of the decrsase in
restricted assets was the result of planned watey system improvements
funded primarily by using funds available for that purpose in the
Construction and Bond Redemption and Improvement Funds. This Zfact,
depreciation notwithstanding, also accounte for the comparable increase
in Capital Assets

2011:

The following condensed statement of net position shows that at
December 31, 2011, total position exceeded total liabilities by $4.05
million, an increase of £71,000 over the prior vear

Net Peosition at December 21,
2011 2010 Change
Current asgsets s 425,361 S 490,747 S £5,386}
Restricted assets 2,772,648 2,634,627 138,011
Other non-current assets 416,914 463,368 ( 46,454)
Capital assets - net 10,134,482 g,803,804 230,578
Total Lesets 13,750,405 12,492,656 257,748
Current liabilities 540,608 509,428 { 131,179)
Bonds payable - net 8,885,568 £.834,937 { 60,63%)
Total Liabilities G,636,176 C,444 366 { 121,810)
Net Position S_£ 114 2289 S_4. 048, 290 S £5.82¢

‘
.
|

rithough the two major items comprising assets, cash and receivables,
have decreased 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
operatinc surplus of $174,000 have contributed to the overall increase cf
$258,000 in total assets.

In increase in accrued interest on the 2010 bonds together with
amortization of the premium, which incresases the amount shown as bonds
pavable, account for substantially all the increase in total liabilities
by $122,000



TOWNSEIP WATER AUTHORITY
DISCUSSION AND ANALYSIS

(Continued)

V23 (@]

Analveis of Operating Results

The following condensed statement of revenues, expenses, and changes in
net pesition provides a comparison of the major categoriss oI revenues
and expenses recognized during the vear
Changeg in Net Position
2012 2611 Change
Operating revenues S 1,546,748 $ 1,558,418 S 8,670
Cperating expenses 1,146,336 1,125,018 {21,318

Operating income 400,412 430,400 { 29,988}
Non-operating revenues

ancd (expense) (267,611} {  364,461) 96,850

Changeg 1n net position § 132,801 S £§5,83¢8 S 66,862
A slight increase in metered revenue, due in part to a 2.6% increase in
the usage rate, was offset by a decrease in miscellaneous revenue. The
result was a $9, 000 decrease in operating revenue. This decrease together
with a slight increase in operating expense and a $%6,000 increase in
water main connection fees resulted in a $67,000 increase in net position
as compared to the prior vyear
Analvegis of Operating Results
20171
The following condensed statement of revenues, expenses, and changes in
net position provides a comparison of the major categories of revenues
and expenses recognized during the vear
Changss in Net Pgsition
20611 20310 Change

Operating revenues S 1,5E5,418 S 1,502,680 S 52,738
Operating expenses 1,125,018 1,068,555 (_5¢,4¢3)
Operating income 430,400 434,125 { 3,725)
Non-operating revenues

and (expense) (364 461} (__363,455) ( 1,00¢8)
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L 2.7% increase in the n meterad
revenue by $35,000. 2011 e level as
2010 with the exception crease oI 5 1 ciation and
amcrtization. These two lus a dec s ter expense and
tap feesg, two major componsen r e/e resulted
in a sliightly lower incre : to 2010




COLLEGE TOWNSHIP WATER AUTHORITY
MANAGEMENT'’S DISCUSSION AND ANATYSTS
(Continued)

Water Rates

manage revenues and ensure
per 1,000 gallons of water

2013 $6.10
2012 $5.90
2011 S5.75

Capital Assets

(e

At December 31, 2012, the ZAuthority had invested $10.95 million in
capital assets (wells, eguipment, structures) and infrastructure
{(distribution and transmission waterlines) net of $3.7 million
accumulated depreciation. Significant additions included 1)Water Meters,
€27,000 2)Various water gystem improvements, $478,000 and 2) Service Van,
526,000.

Zt Decembexr 21, 2011, the Authority had invested $10.1 million in capital
assets (wells, eguipment, structures) and infrastructure (distribution
and transmission waterlines) net of $3.5 mwillion accumulated
depreciation. ignificant additions included 1) Improvements to the East
Branch Road main - $258,000, ) Upgrades to the Dale/8CP Well - 395,000
and 3) Purchase of a new pump for the Spring Creek Well - $61,000

The Authority will continue to invest in improvemenis to its water system
in 2013 although at reduced amount as compared with 2012. Budgeted
improvements total $298,000 with $211,000 of that amount being funded
with monies available in the Bond Redemption and Improvement Fund. The
remaining amount, $87,000, will be funded by operating income. As of
December 31, 201Z, the Construction Fund has been depleted.

Please refer to notes to the Zinancial statements for additional
information on the Authority’s Investment in capital assets and

infrastructure.



ER_AUTHORITY
AND ANALYSIS

COLLEGE TOWNSEID® WZ
MANAGEMENT'S DISCUSSION
{Continued)

Long-Term Debt Activitvy

During 2010, the Authority tock advantage o©f a low interest rate
environment and issued itg Water Revanue Bonds, Serieg of 2010 in the
aggregate amount of $9,910,000 The proceeds from this issue were used
to retire the outstanding bonds from the Series of 2003 issue and to
provide capital for essential water gystem improvements

.

The 010 bonds are secured by a Trust Indenture. More importantliy
nowever, the Indenture reguires annual revenues from the water svstem to
be eqgual to or greater than the combined total of 100% of the year’'s
actual administrative and operating expenses and 110% of that vear’s debt
service reguirement This reguirement is perhaps the single greatest
driving factor in establishing the rates for water service. The
supplemental schedule found on page 23 of this report illustrates the
Ruthority’s compliance with this provisgion of the Indenture.

At December 31, 2012 and 2011, $%,500,000 and $%,910,000, respectively,
of the original par value remained outstanding The Trust Indenture
reguired transfers to the Debt Service Fund totaling $728,000 for the
rayment of bond interest and principal. 8uch transfers werxe made in the
amounts reguired and on schedule

Note D contains financial information relative to funds held by the
trustee as reguired by the Trust Indenture. Nectes E, F, and G contain
additional information we consider to be essential to understanding the
structure, terms, and financial implications of the Authority’s long-term
de

Potentially Significant Matters

Beneficial Reuse Water

The University Area Jeint Authority (“UAJA”) has constructed a
transmission line that will transmit ‘“beneficial reuse” water for
discharge at the upper reaches of Slab Cabin Run. Potentizlly, both
current and prospective customers of the Authority may be able to use the
reuse water instead of the water provided by the Authority. ZAlthouch an
agreement currently exists revents a revenue 1oss by the Authority
iZ this situati 7 chority and UAJAR have not been able to
come To terms ¥ eimbursement for new CTWA Service ares
customers wishi al reuse waterxr.

Failure o coms and the continued loss of revenue Ifrom
sales of water eneficial reuse customers transfers a
disproportionat or funding water system improvements and
maintenance to paying customers




COLLEGE TOWNSEIP WLTER AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(Continued)
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The Zuthority serves as a back-up water supriy to the Bellefonte Water
System and to the State Correctional Imstitution at Rockview (“SCI")
Weather and system leaks have a direct impact on Rockview's purchases of
water during the year

The agreement expires June 14, 2014. SCI has the option to renew the
contract for a five years by providing written notice no later than sixty
davs prior to the expiration of the existing term

We are not aware of any other facts, decisions, or conditions that are
expected to have a significant effect on the Authority’'s financial
position or operating results.
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We believe that the overall financial position of the ZAuthority has
improved The substantial ncrease 4in net position is but ons
indication. In addition, the number of customers and water system
revenues has increased over the prior vear and this trend is expected to
continue for the foreseeable future

Reguest for Information
This financial L 4 b
the Authority’'s . Qu o) conce Y
information provided 1in this report or reguests for
additional financiel information should be addressed to the
Zuthority’s Finance Director at 1481 East College Avenue,
State College, PA 16801.
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Operating revenues (securing revenue bo
Water operating revenues
Unmetered water sales and other fees
Total operating revenues
Operating expenses:
Purification system
Pumping system, primarily power
Storage
Maintenance
General
Cffice
General property
Engineering and professional ZIees
Taxes, benefits and insurance
Miscellaneous
Depreciation and amortization
Total operating expenses
Operating income
Non-operating revenues/ (expense)
Interest expense
Investment incoms
Tap and connection fees
Sub-total
Net zncome
Net position, beginning
Net position, ending
See accompanying notes to fi

1,289,438 § 1,279,434
257,308 275,984
1,546,748 1,555,418
26,746 38,353
gz,z11 88,272
154 582
51,107 58,323
212,471 183,642
§7,438 87,584
16,151 20,683
£3,732 £1,547
157,385 148,422
83,31¢ 7S,4%7
354,622 348,311
1,146,236 1,125,018
400,412 130,400
{ 370,016) { 376,904
849 4 824
101,456 7,618
{  267,611) ( 364,461
132,801 6£5,93¢
4 .114,.22S 4,048,290
S 4,247,030 3§ 4,114 229
nancial statements
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COLLECE TOWNSHIP WATER AUTHORITY
STATEMENTS OF CASH FLOWS

Net cash used

and related

Cash flows from inves
Proceeds from/pur
Investment earnin

Net cash provides

Net increase/ (decresase) i

Reconciliatio
provided b

erating Incoms

Tap anc connection fees
Adjustment to reconcile o
cash provided by opsra
Depreciation of wat
Amcrtization of bon
Chenge in assets and liab
Decrease / {(in as
{Increase)/ decrease
Decrease in ac nt
and accrued sxpe
Decresase in amounts
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Year Ended December 21,

2012 20311
S 1,€51,23¢ S 504,000

(__785,228) {(__778,51¢)
896, 0C7 825,487

{1,128,812) ({ 532,238)

{ 314,222 { 184,4683)

{410,000} --)

(1,853, { 716,728}

1,046,482 { 1zg,011)
csoe ¢.06¢8
1,047,488 { 129,851}
80,460 { 21,19¢8;
88.474 118,872
188 .83z $ GE 474

L%

£ S

100,412 430,400
101,456 7,618
274 301,657

, 148 46,452
2,022 { 40,963)
868 ) 1,011
28,008 €90
633 { gs)
896,007 ¢ _ 825,481
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Summary of Significant Accounting Policies

Basis of Presentation - The College Township Water Authority (the
"authority") was formed by resoclution of the Council of the Township
of Ccllege, Centre County, Pennsylvania adopted on May 2, 18%¢
pursuant to the Pennsyivania Municipality Authorities AZct of 19453

Effective as of May 20, 19286, the ARuthority acguired & majority of
the voting rights of the common stock of Lemont Water Co. wnich has
since been liguidated.

Description of business - The Authority supplies water to residential
and business customers in College Township, Pennsylvania. 21l of the
Ruthority's activities are located in Central Pennsylvania Water
produced is treated with a seguesterant and 1is disinfected with
chlorine The wells provide water to the customers through 26 miles
of underground distribution piping

The Authority has two well facilities. The “Rogers” Well is permitted
to pump up to 1,800 gallons per minute {(gpm). The “Spring Creek Park”
Well, placed in service in 2000, is permitted to pump up to 1,700 gpm.
Thus, the Ruthoricy has two independent sources for its total expected
usage. Bach well 1 : e to D T 1 gpm and the
Luthority's overal e ' to a monthiy
average of 1.8 mil

Water utility plan lant are
recorded at cost whe incurred
during the construct orted as
construction in pr ce.
Maintenance and repa ncurred.
Betterments and rene gulpment
are sold or othe related
depreciation accou luded in
operations.

Accounts receivable - Accounts raceivable are shown net of allowances
for uncollectible amounts. AL December 31, 2012 and 2011, allowances
of $12,232 and $6,57Z, respectively, have Dbeen provided zZor such
items

I.nventory - Inventories o:Z supprlies and materlialsg ars gtated at the
-y = - P 3 ] F Y PR - - - =S - - o b 3
lower ¢f cost or market value based on the IiXst-in, Tirsct-Oout metnod
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YEARS ENDED DECEMBER 23,
c. Water Utility Plant (continued)
Capitalized interest expense for construction in progress was not material
to 2012 oxr 2011. There were no significant dispositions of assets in
either vear
D. Restricted Assets Held by Trustee
Under the terms of the Trust Indenture, the Authority has placed
certain funds on deposit with the Trustee as follows
December 21,
2012 20711
Construction Fund S - - S 735,144
Revenue Fund 79,438 127,830
Debt Service Fund 571,086 568,136
Debt Service Reserve Fund 728,002 728,000
Bond Redemption and Improvement Fund 348,630 614,538
$1,727,156 $2,773,648
Investments held in the funds consist of
U.8 Bank Corpcrate Trust MM Fund S$1,472,871 2,273,648
Certificates of Deposit 254,285 400,000
$1,727,15¢6 S2,773,648
211 assets are restricted as to their use, pursuant to the Trust
Indenture. While the Trust Indenture restricts the use of assets held,
amounts held in the Revenue Fund and Bond Redemption and Improvement Fund
are reported in the statements of net position is “unrestricted” since the
huthority has the flexibility to apply these funds Lo operating expenses,
capital repalrs or debt service
The funds are considered uncollateralized under the guidelines of the
Government Accounting Standards Board. U.S8. Bank Cocrporate Trust Moneyv
Market Fund invests in securities that are compliant with Pennsvivania Act
7z Certificates of deposit are FDIC insured

i
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Bonds, Series of
discounts wex

Mt

N
)
O

December 31,

20312 2011

Insurance and other issuance costs, net - 2003 & 194,783 & 194,783
Original issue premium - 2003 { 14,852) ( 14,852

Underwriter's discount - 2003 134,027 134,027

Insurance and other issuance costs, net - 2010 161,047 161,047
Original issue discount - 2010 £,45% £,459
Underwriter’'s discount - 2010 142,359 142,358

Total costs and related expenses 623,823 £23,823
Accumulated amortization - costs {(250,057) (20&,909)
Unamortized bond costs, net § 372 766 § 416,914
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On November 1, 2003, the Authority issued £5.2%2925 million in Water
Revenue Bonds, Series of 2002 with an average interest rate of 3.946% to
advance refund.$7.055 million of outstanding 1999 Series Bonds with an
average interest rate of £.02% The net proceeds of $9%,660,¢12 (after
payment of $334,088 in underwriting fees, insurance, and other issuance
costs) plus an additional S€10,220 of 1299 debt service reserve fund monies
were used to purchase U.S. Government securities totaling $7,988,266
These securities were depcsited into an irrevocable trust with an escrow
agent to provide for all future debt service pavments on the 1923 series
bonds Ls a result, the 129% series bonds are considered to be defeased
and the liability for those bonds has been removed from the statement of
net assetes as of December 31, 2003.

The advance-reiunding resulted in a difference Dbetween thse
reacguisition price and the net carrying amount of the old debt of
$1,072,431 This difference, reported in the accompanving financial
statemencs as a deduction from bonds payable, is being charged to interest
expense through the vear 2027 using the effective-interest method. The
Euthority completed <the advance-refunding to finance approximately
$1,677,000 cf additional construction improvements and extensions of the
water system. The advance-refunding reduced the ZAuthority’s total debt

ervice payments over the next twenty-seven (27) vears by $1,317,565 and
resulted in an economic gain {(difference between the pressnt values of the
cld and new debt service payments) of $4£33,850
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Cn December 1, 2010, the 2Zuthority issued $9.9%1 million in Wate
ue Bonds, Series of 2010 with an average interest rate of $3.066%
et proceeds of $9,761,182 (after payment of $148,818 in underwritin
insurance, and other issuance costs) were used to retire $8.7
on of outstanding 2003 Serxies Bonds The remaining funds were place
a trustee and invested in a Corporate Trust Money Market Fund, thes
are restricted for the future construction projects of the Authority.
Pavable consist of the following:
December 31,
2012 2011
er Revenue Bonds - 2010 S $,500,000 s§ 9,810,000
g Current Portion {  415,000) {( 41G,000)
s Unamcrtized premiums, net of
ccumulatad amortization of $625,882 and
568,022 at December 31, 2012 and 2011 { 446 ,589) { 504,432
S 8,638,411 S 8,995,568
Total future debt service reguirements are as follows:
Coupon Total
Due Principal Interest Coupon Debt
anuary 1, Amount Rate Interest ervice
013 415,000 2.00% 312,713 727,713
014 420,000 2.00% 303,873 723,873
015 430,000 3.00% 285,473 725,473
0ls 440,000 2.00% 282,573 722,573
017 450,000 2.35% 273,773 723,773
018 460,000 2.60% 283,198 723,198
013 475,000 2.90% 251,238 726,238
020 485,000 3.10% 237,463 722,463
Gzi 505,000 3.30% 222,428 727,428
cz22 520,000 3.40% 205,763 725,763
0z3 535,000 3.55% 188,083 723,083
g4 555,000 3.65% 139,080 724,080
025 575,000 3.75% 148,833 723,833
026 600,000 3.80% 127,270 727,270
cz27 £20,000 3.85% 104,470 724,470
cz8g 645,000 4.00% 80,600 725,600
czg £70,000 4.00% 54,800 724,800
£30 700,000 4.00% 28,000 728,000
$ 8,500,000 S3,54¢,641 S 13,048,641
Bonds maturing are subject to mandatory sinking fund installment
1 i

Lred To De made annually.
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COLLEGE TOWNSHIP WATER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 331, 2012 2AND 20311

Interest payments on the bonds are payvable to bondholders on July 1
and Januarv 1°° of each year

The bondg are subject tc a2 Trust Indenture (the “Indenture”) dated as
of December 1, 2010 between the 2Zuthority and U.E. BRBank National
Lgsociation as Trustee. The Indenture specifies the terms and conditions
for the security and repayment of the bonds as well as the use of the bond

roceeds As more fully set forth therein

- Bond proceeds can be used for: a) the acguisition and

construction of additions, extensiocons and improvements to the
water system, b) the payment of outstanding indebtedness and the
initial costs of the bonds and, <¢) making certain initisl
deposits with the Trustee

The Revenue Fund into which the receipts and revenues of the
water system are deposited, within 20 days of receipt by the
Luthoritcy

The Debt Service Fund into which depocsits to pay the amount
of principal maturities and coupon intsrest payvments are
reguired cn or befcre June 20 or December 20 for amounts due
on the ensuing July 1 and January 1, respectively

.
o

he Debt Ssrvice Reserve Fund into which an initisl depositc

of $728,000 was made to furthey secure the Dbonds,
representing an amount egual to the highest debt service
reguirement in any One year

H
&
o
O
&
O
®
[o]]
M
=

e lemption and Improvement Fund to held accumulated
reserves for operations, improvement of the water system
and/or early retirement of the bonds pavable, at the
discretion of the Authority

-20-



COLLEGE TOWNSHIP WATER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2017

i3 Beonds Pavable {continued)

Under the Indenture, the Authority covenants to maintain water rates
and charges which, together with other receipts and revenues, are
sufficient to fund: a) administrative expenses; b) operating expense, and,
c) 110% of the debt service reguirements, plus any other mandatory
Dayments

The Authority is permitted additional unsecured debt up to $1,500,000
provided nc event of default exists at that time, and if other funds are
not available Additional bonds may &alsoc be issued under certain
circumstances
G Statement of Cash Flows

For the years ending December 21, 2012 and 2011, the Ruthority paid
interest of $314,223 and $184,492, regpectively.

H Related Partv Transactions
uring 20 the Autho y paid T ¢
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FIORE FEDELI SNYDER CAROTHERS, LLP

> L LN TS (@] , : .
@cﬁ%&/ Dhibtee Hewcuntants and Cenduliants Patrick J. Fiore, CPA

Joseph P. Fedeli, CPA
Robert P. Snyder, CPA
John F. Carothers, CPA
David C. Carothers, CPA

REPORT ON INTERNAL CONTROL OVER FINANCI
REPORTING AND ON COMPLIANCE AND COTHER MAT
BASED ON AN AUDIT OF FINANCIAIL STATEMEN
PERFORMED IN ACCORDANCE WITH
GCOVERNMENTAL AUDITING STANDARDS

Members of the Authority

Cecllege Township Water Authority

1481 East Ccllege Avenue

State College, PR 16801

We heve audited the financial statements of College Township Water
Luthority 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, which comprise the statement of net position
as of December 31, 2012, and the related statements ©f revenusas, exXpenses,
and changes in net position and cash flows for the vear then ended, and the
related notegs to the financial statements, and have issued our report
thereon dated February 20, 2013

Internsl Control Over Financial Reporting

In planning and performing our audit, we considered College Township Water
Ruthority’s internal control over fir 1 reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinion on the financial statements, but
not for the purpose o©f expressing an opinion on the effectiveness of
College Township Water Ruthorityv’'s internal control. Accordingly, we do not
express an oplinicon on the effectiveness of College Township Water
Zutherity’s internal control

L deficiency a
control does i
performing t T
misstatement r
compination a
reasonable p s
financial sta a
timely basis

1.

MEMBERS: AMERICAN AND PENNSYLVANIA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS

2013 SANDY DRIVE, SUITE 200 » STATE COLLEGE, PENNSYLVANIA 16803 « (814) 237-8399 « FAX (814) 237-0880
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Cur consideration of internal control was for the limited purpose described
in the first paragraprh of this section and was not designed to identify a1l
deficiencies in internal controcl that might be materiazl weaknegses or
significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not
been identified
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As part of obtaining reasonable assurance about whether College Township
Water Authority’s financial statements are free of material misstatement,
we periocrmed tests of 1its compliance with certain provisions of laws,
regulationsg, contracts, and grant agresments, noncompliance with which
could have direct and material effect on the determination of financial
statement amounts. However, providing an copilnion on compliance with those
provisions was not an cobjective of our audit, and accordingly, we do not
express such an opinion. The results of our tects disclosed no instances of
noncompliance or other matters that are reguired to be reported under
Government Auditing Standerds

Purpcse cf this Report

The purpose of this report is solely to describe the scope of our testing
of internal contrcl and compliance and the results of that testing, and not
To provide an opinion on the effectiveness of the entity’s internal control
or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Cocllege
Township Water Authority’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose
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Patrick J. Fiore, CPA
Joseph P. Fedeli, CPA
Robert P. Snyder, CPA

John F. Carothers, CPA

David C. Carothers, CPA

February 20, 2013

College Township Water Authority 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 December 31, 2012 and 2011,
and have issued our report thereon dated February 20, 2013.
Professional standards require that we ©provide you with
information about our responsibilities under generally accepted
auditing standards, as well as certain information related to
the planned scope and timing of our audit. We have communicated
such information in our engagement letter to you dated December

31, 2012. Professional standards also require that we
communicate to you the following information related to our
audit.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of
appropriate accounting policies. The significant accounting
policies wused Dby the College Township Water Authority are
described in Note A to the financial statements. New accounting
policies were adopted to conform with GASB 63, the application
of existing policies was not changed during " the year ended
December 31, 2012. We noted no transactions entered into by the
"Authority during the year for which there 1is a lack of
authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in
the proper period. ”

Accounting estimates are an integral part of the financial
statements prepared by management and are based on management’s

MEMBERS: AMERICAN AND PENNSYLVANIA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS

2013 SANDY DRIVE, SUITE 200 * STATE COLLEGE, PENNSYLVANIA 168803 » (814) 237-8999 « FAX (814) 237-0990



College Township Water Authority
February 20, 2013
Page Two

knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the
financial statements and because of the possibility that future
events affecting them may differ significantly from those
expected. Management's estimates were reasonable in relation to
the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with
management in performing and completing our audit.

Correctéd and Uncorrected Misstatements

Professional standards require 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 of management. Management has corrected all such
misstatements. In addition, 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.

Disagreements with Management

For purposes of this letter, professional standards define a
disagreement with management as a financial accounting,
reporting, or auditing matter, whether or not resolved to our
satisfaction, 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 that
are included in the management representation letter dated
February 20, 2013.
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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 opinion” on certain situations. If a
consultation involves application of an accounting principle to
the Authority's financial statements or a determination of the
type of auditor's opinion that may Dbe expressed on those
statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has
all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the
application of accounting principles and auditing standards,
with management each year prior to retention as the Authority's
auditors. However, these discussions occurred in the normal
course of our professional relationship and our responses were
not a condition to our retention.

This information is intended solely for the use of the Authority
Members and management of the College Township Water Authority
and is not intended to be and should not be used by anyone other
than these specified parties.

Very truly yours,

Eoe Filte Zighe lasthr L1

Fiore Fedeli Snyder Carothers, LLP



