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ndependent Auditor’s Report

Ll

Members of Council
Township of College
Centre County, Pen

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information
of the Township of College, Pennsylvania, as of and for the year ended
December 31, 2012, which collectively comprise the Township’s basic
financial statemente as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentat ion of
these financial statements in accordance with accounting principles
generale accepted in the United States of America; this includes the
design, implementation, and maintenance of internal contrcl relevant to
the preparation and fair presentation of financizl statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements
based on our audit. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Governmental
Auditing Standards , issued by the Comptroller General of the United
States. Those standards reguire that we pLan and perfo m the audit to

tain reasonable assurance about whether the financial statements are
om material misstatement

H

An audit involves periforming procedures to ob
the amounts and disclosures in the financiazl s
selected depend on the auditor’s judgment, in
the risks of material misstatement of the fi
due to fraud or error. In making those risk as auditor
considers internal contrcl relevant to the entity preparation and fair
presentation of the financial statements in er to design audit
procedures that are appronriate in the circumstances, but not for the

expressing an opinion on the effectivenes f the entity's
internal control.

ain audit evidence about
a ’ The procedures
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Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basgis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present
fairly, in all material vrespects, the financial position of the
governmental activities, each major fund, and h aggregate remaining

fund information of the Township of College, Centre County, Pennsylvania
as of December 31, 2012, and the respective change in financial posit
for the vyear then ended in conformity with accounting principles
generally accepted in the United States of America.

Other Matters

Accounting principles generally accepted in the Un d States of America
require that the management’s discussion and ana y51s and budgetary
comparison information on pages 3 through 12 and page 21 be presented to
supplement the basic financial statements. Sucn.ln,orma tion, although not
a part of the basic financial statements, is reguired by the Government
Accounting Standards Board, who considers it to be an ess entlal part of
financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied
certain limited procedures tc the regquired supplementary information in
accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the

methods of preparing the information and comparing the information for
consistency with management’s responses to our inguiries, 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 info*mation because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any
assurance.

t was conducted for the purpose of forming opinions on the basic
financial statements ‘hat collacblvely comprise the Township’s basic
financial statements. The pplnmcntary combining financial statements
and other schedules listed in hv accompanying table of contents are
presented for purposes of additional analysis and are not a reguired part
of the basic financizl statements. Such information is fhe TESDOHSlDll’Ly
of management and was derived from nd relate directly the underlying
accounting and other recoxds used 1Ci al statements.
The information has been subjected to the aud1t1n~ procedures applied in
the audit of the financial statements and certain additional procedures,
inchding comparing and reconciling such information direct 1 to the
underlying accounting and other records used to prepare the financial
statements themselves, and other additional procedure in accordance with

auditing standards generally accepted in the United States of America. In
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our opinion, the information is fairly stated in all material respects in
relation LO the 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 April 17, 2013, on our consideration of the Township’s
internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to
provide an opinion on _.3:1uerna't 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 results of our audit.

Fro Pt Sopte Cotiostld

State Colleg
Zpril

e, Pennsylvania
17, 2013



TOWNSHIP OF COLLEGE
MANAGEMENT'’S DISCUSSION AND ANALYSIS
(REQUIRED SUPPLEMENTAL INFORMATION)
DECEMBER 31, 2012

To the Members of Council
Township of College
State College, Pennsylvania

As management cof the Township of College (the “Township”), we offer
readers of our basic financial statements <this narrative
introduction, overview and analysis of the financial activities of

the Township for the fiscal year ended December 31, 2012.

This discussion and analysis is divided into the following sections:

1) Financial highlights for 2012, 2) Description of the required
financial statements, 3) Financial Analysis of the Township, 4) 4n
Overview of the Township’s Capital Assets and Long-term Debt, and 5)
Potentially Significant Matters.

The reader should use the information contained here in conjunction
with the additional 1nLormatlon contained in the Township’s audited
financial statements which begin immediately following this
narrative.
FINANCIAL HIGHLIGHTS FOR 2012

1. $1.1 million was received from a developer as a fee in lieu
of parkland.

2. Net position increased by $1.32 million.

3. Receipt of $281,000 from developers, that was to be used
for traffic improvements and a sidewalk.

4. Exempt assessed property wvalue totals 26.4% of total
assessed value, an increase of .3% ($3.7 million) from
2011.

5. Expenditures for Yegwonal cooperation via the Centre Region
Council of Governments increased by 5.1% to $863,000.

6. Receipts from the earned income and local services tax

exceeded budget by $136,000, real property transfer tax

exceeded budget by $57,000.



DESCRIPTION OF THE REQUIRED FINANCIAI STATEMENTS

This section is intended to serve as a narrative explanation of the
Township’s financial statements, not the numbers themselves, but the
purpose of each statement and what each is designed to accomplish for
the readers of our statements.

Primary Objectives of Governmental Financial Reporting

elieve an understanding of the pri
na nc1a7 reporting is essential t

ry objectives of governmental
i 11
tatements contained in the report.

ly grasping the financial

-
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The Governmental Accounting Standards Board (GASB) has identified
both operational and £fiscal accountability as the paramount
objectives of financial reporting:

Operationazl ac hat a government

demonstrates the extent to whi t its operating
objectives efficiently and effectively, using all resources
available for that purpose, and whether it can continue to do so.
This is accomplished by tne use of government-wide financial
statements. These statements are reported using the accrual basis
of accounting heveby revenues are recognized when earned and
expenses are recognized when the liability is 1ncurved.;egavaTess
of when the revenue is received or the expense is paid.

Fiscal accountabilitv reguires that a government demonstrates
compliance with 1) finance-related legal reguirements and 2)
public decisions concerning the raising and spending of public
monies in the short term (the annual budget cycle). This is
accomplished by the use of fund-based financial statements |,
similar to what readers have grown accustomed to prior to the
adoption of GASB 34. Fund-based statements are reported using th
modified accrual basis whereby revenues are recognized when

D

earned provided they are ccllectible within the current period
or soon enough afterwards to be used to pay current period
liabilities. Expenditures are generally recorded when the
liability is incurred.

Overview of the Township’s Required Financial Reporting Format

The Township’s basic ( eqguired) financial statements consist of the

llowing three components: 1) government-wide financial statements
(operational accountability&, 2) fund-based financial statements
(fiscal accountability), and 3) notes to the basic financial

statements. This report also includes both reguired and optional
supplementary information schedules which are intended to enhance the
reader’'s understanding of the financial condition of the Township.



The following narratives further describe each of these important
components:

1) Govermnment-wide financial statements

As stated earlier, the objective of government-wide financi
reporting is to demonstrate operational accountability. There are t
basic government-wide financial statements: the statement of n
position and the statement of activities. These statements p
the Veadev w*"h a broad overview of the government by consoli
the Towns hip’s general, special revenue (other governmental), de
service, and capital projects funds. Because the resources of tt}
fiduciary funds (pension trust funds and tax coWlec‘ion agency fund
are not available to support government programs, they are exclud
from these statements.

O wxo Do s
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The gtatement of net position represents t
government-wide statement of position. The re
following essential characteristics of this st

he Township’s basic
ader should note the
atement:

e All the Township’s assets and liabilities (except those of
the fiduciary funds) are presented, with the difference
between the two reported as net position. Over time,
increases or decreases in net po ition may serve ag a useful
indicator of whether the financia 1 position of the Township
is improving or deteriorating.

® The assets and 1liabilities are presented in order of
liguidity.
¢ I r-fund payables and receivables are eliminated and do not

nte
appear in the total column.

three categoriesg: net
1 assets, net of accumulated
ted net position; and
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tivities is used to vreport changes in net
positicn. In this statement, expenses are presented before revenues
to emphasize that the Township does not seek to maximize revenues but
instead, identifies the needs of its citizens and then raises the

The statement of act
st

resources needed to meet these needs. ther items to note are as

follows:
¢ The first column presents the & Ye~t expenses associated with
each of the Township’s major fun tions which include general

-

government, public safety, 1ghways and streets, public
works, and culture and recreation



o Net expense for each function is arrived at by deducting
revenues (referred to as program revenues) used to finance
each individual function. All non—program revenues are
reported as general revenues and are reported immediately

following the total net expense of the Townshlp g functions.

1 changes in net position are reported as soon as the
nderlying event giving rise to the change occurs, regardless
the timing of related cash flows. This is commonly
ferred to as the accrual basis of accounting. For example,
electric bill for usage during the month of December 2012
recorded as an expense in 2012 although it may not have
n paid until January 2013.

Both the statement of net position and the statement of activities
Focus the reader on governmental activities (functions) that are
rincipally supported by taxes and intergovernmental revenues.

-
-
4
[

2) Fund-based Financial Statements

The Township, 1like other state and local governments, uses fund
accounting to demonstrate fiscal accountability. 2 fund is a
self-balancing set of accounts established for the purpose of
maintaining control over resources that have been segregated for
specific activities or objectives. The Township follows the principal
of limiting the number of funds to those reguired by law and sound
financial admlnlstration, A1l of the Township’s funds can be divided
into 2 classifications: governmental funds and fiduciaryv funds. There
is a third classification, proprietary funds, but the Township has no
funds that fall within that classification. The following paragraphs
further describe the Township’s governmental funds and fiduciary
funds.

Governmental funds. These fund types are used to account for
essentially the same functions reported as governmental activities in
the government-wide financial statements.

[

The Township maintains the following eight governmental fund
general fund, five special revenue (or “other governmental”)
one debt service fund, and one capital projects fund.

Governmental fund statements are presented following the

government-wide statement as a governmental fund balance sheet and a

governmental fund statement of revenues, expenditures, and changeg in

fund balances. Data 1s presented separately for the general fund,
pita

a

debt service fund and the capital projects fund, all of which are
deemed to be major funds. Data from the other five governmental
non-major funds are combined into a single, aggregated presentation.
However, individual fund data for these non-major governmental funds
is provided as supplemental schedules following the footnotes in the
form of & combining balance sheet and combining statement of
revenues, expenditures, and changegs in fund balance.



It is ﬁmpovtapt to note that the governmental fund statements are
prepared using the modified accrual basis of accounting, where the
focus is on near-term inflows and outflows of spendable resources, as

well as on balances of spendable resources at the end of the fiscal
vear. This information may be useful in evaluating the Township's
near-term financing reguirements. This differs from the
government-wide financial statements which are prepared using the
accrual bagsis of accounting. Both the governmental fund balance sheet
and the governmental statement of revenues, expenditures, and changes
in fund balances are followed by a reconciliation or “bridge” to
facilitate comparison of the governmental fund statements and the
government-wide statements.

Finally, the Township adopts an annual budget for all its funds. R
budgetary comparison statement for the general fund has been provided
to demonstrate compliance with ChLS budget and 1is prosenbna

immediately following the statement of revenues, expenditures, and
changes in fund balances for the governmental funds.

Fiduciary funds. Fiduciary funds are used to report assets held in a
trust or agency capacity for others.

Q
o
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ary funds are not reported in the government-wide financial
ments (as are the governmental funds) because the resources of
funds are not available to support the Township’s own programs.
iduc1ary fund statements are prepared using the accrual basis of

H
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The Township’s fiduciary funds consist of two pension trus* funds forx
the benefit of its employees and two agency funds for taxes collected
by the Township’s tax office for other taxing ju rlSdLCLlOHS.

The pension trust funds statements are presented Ifollowing the
governmental fund statements as a Statement of Fiduciary Net Assets
and a Statement of Changes in Fiduciary Net Assets.

The agency funds are included in this presentation solely as assets
offget by a liability t e parties on whose behalf they are held.
Consequently, net asse

are not Yepor ed. Instead, agency Iund
information can be found in the schedules following the notes to the

financial statements.
2) Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund
financial statements such as the Township’s accounting methods and
policies.



FINANCIAL ANALYSTIS OF THE TOWNSHIP

Overall Financial Analysis’

We believe that the overall financial position of the Township
sound and will continue to improve.

‘J
n

Operational Accountability: Analysis of Government-wide Financial
Position

As noted earlier, net position may serve over time as a useful

indicator of the Township’s financial position.

The Township's overall financial position as of December 31, 2012 is
demonstrated by the following condensed government-wide statement of
net position which shows that total assets exceeded total liabilities
by $12.48 million; an increase of $1.32 million from 2011:

Governmental Activities

2012 2011
Current and other assets S 3,834,670 $ 2,812,913
Capital assets - net 14 839 315 14,543 561
Total Assets 18,673,985 17,456,474
Current and other liabilities 565,755 322,183
Long-term liabilities 5,625,000 5,905,000
Total Liabilities 6,190,755 6,257,183
Net Position:
Invested in capital assets,
net of related debt 8,813,688 8,724,730
Regtricted 1,658,514 560,821
Unrestricted 2,011,027 1,473,740
Total Net Pogition S 12,482,230 £11,158 2921

$8.8 million of net position totaling .

the Township’s invasumenv in capital ass
still outstanding that was used to acgu

assets are needed to provide services to

are not available for future spending.

Lt the end of 2012, net Dosition of the Township totaling $1.66
million (13.3%) are subje ct to restrictions on how they may be used.
Lccordingly, the remaining net position ($2.01 million or 16.2%) are
unrestricted and may be wused to meet the Township’s ongoing
obligations to citizens and creditors.



Operational Accountability: Analysis of Government-wide Operating
Results

The Township’s results of operations are demonstrated by the
following condensed government-wide statement of changes in net
position for the year ended December 31, 2012:

Governmental Activities

2012 2011

Program revenues:

Charges for services S 1,178,031 & 1,446,885

Operating grants and contributions 469,583 509,293
Generzl revenuesg:

Taxes and other revenue 5,573,741 4,393,883

Total Revenues 7,221,385 6&,350,0¢1

Expenses:

General government 1,736,462 1,952,456

Public safety ‘ 1,976,847 1,887,270

Highways and streets 783,560 957,417

Public works 69,9423 58,536

Culture and recreation 667,37¢ 540,876

Retirement of bond issuance costs 18,216 11,710

Depreciation (unallocated by

function) 645,008 585,075

Total Expenses 5,887,41¢ 6,103,340

Excess 1,323,93¢9 246,721
NET POSITION - beginning 11,158,281 10,812,570
NET PCSITION - ending S 12,483,230 & 11,15¢%,2¢1
Overall operating results from the Township’s governmental ac ties
resulted in an increase of Sl 32 million in net position(10.6% of
ending net position) . The substantial increase was Warg27y due to the
receipt of a $1.1 million fee in lieu of parkland.



Fiscal Accountability: Analysis of the Township’s Funds

Transactions and Balances of Individual Madjor Governmental Funds

Ls noted earlier, the Township uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements and
with public decisions on the use of the Township’s resources.

The focus of the Township’'s governmental funds 1is to provide
information on near-term inflows, outflows, and balances of spendable
resources. Such information is useful in assessing the Township’s
financing reguirements. In part icular, unreserved fund balance may
serve as a useful measure of a go overnment’s net resources available
for spending at the end of the fiscal year.

Lt the end of the current fiscal year, the Township’s governmental
funds reported combi 11 s of $3.48 million, an
increase of S$S1. rom the prior vear. This substantial
increass was la eipt of a $1.1 million fee in lieu
of parkland.

The general fund is the chief operating fund of the Township. At the
end of the current fiscal vyear, unassigned fund balance was $1.1
million. As a measure of the general fund’s liguidity, it may be
useful to compare its unassigned fund balance to total governmental
fund expenditures. Unassigned general fund balance represents 26.5%
of 2012 general fund expenditures and 18.8% of total governmental fund
exmen itures. Fund balance increased by $674,000 during the current

-

e debt gervice fund has a total fund balance of $103,001 all of
ich is res for future debt service. The $280,014 decrease in
fund bel from the pr or year was due to the deficit of fund
ovar the debt service ckband tures for the fiscal year, a

nﬁed vent made possible as a result of savings from a prior vear
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Lctual ending fund balance was greater than budgsted ending fund balance

S837,000. This variance isg attributed in part to the following:
1) Unanticipated recei
designated as funding
West Whitehall Road.

$281,000 from developers that has been
CrafE

ure traffic lmpvovamen‘,s and a sidewalk d‘OT'lg
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2) Unanticipated receipt of approximately $65,000 in refunds of prior vear
expenditures.

3) Act 511 tax receipts exceeded expectations by $181,000.
~10-
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General Fund Budgetary Highlightdcontinued)

4) A mild winter resulted in $50,000 savings in salt and anti-skid
purchases.

5} Hea
T

th and dental insurance premium increases were below
expectat

ions saving the Township approximately $45,000.

1
a

U]

These variances are not expected to gnificantly impact future

Township services or liguidity.

CAPITAL ASSETS AND LONG-TERM DEBT OVERVIEW

Capital Assets

At December 231, 2012, the Township had invested $14.8 million in
capital assets for its governmental activities net of $4.% million
accumulated depreciation. These assets include land, buildings,
vehicles, machlnv-y and eguipment, park facilities, infrastructure
acguired after January 1, 1299, and construction in progress. This
amount represents a net decrease (including additions and
dispositions, net of depreciation) of $105,000 from the prior year.
Completion of the Trout Road, Brandywine Drive and Panorama projects
account for 49. of the additions. The Township also added vehicles
and equipment vaLued at $123,000

1 0

Additional information on the Township’s investment in ca
(including infrastructure) is contained in the notes t
statements.

Long-term Debt

In August 2011, the Township issued its General Obligation Bonds;
Series of 2011 in the aggregate amount of $6,275,000 to pay off
existing debt. The bonds are issued and are se cpved.DV'the Township’s
tax and other general revenus.

9

At December 31, 2012 $5,905,000 of the Bonds remained outst
following a principal payment Sl75 000 made in 2012. Int
payments on the Bonds tot

o
pt
()
QJ
N
_)
mrh
w
m

The non-electoral debt limit of the Township as of December 31
amounted to $14,245,608, an increase of $781,755 from the prior year.

nal information on the Township’s long-term debt can be found
in th Notes to the Basic Financial Statements.

-11-



POTENTIALLY STGNIFICANT MATTERS

2013 Budget Highlights
1. The real estate tax millage for 2013 increased to 4.8.

2. Expenditures budgeted for regional cooperation vi
Centre Region Council of Governments increased by 7.
$1,088,000, largely attributable to the investment in
regional parks, planning and the library.

3, An additional $25,000 will be placed in reserve “o be used
for supplemental u nding for regional parkland development.

[1aN

$100,000 is budgeted for design of an improvement of the
Ozk Hall / Linden Hal Brush Valley Road intersection.

ut

The cost to replace the 2003 dump track has been budgeted
at $130,000.

6. Continued investment in streets and roads will
funding totaling $352,000, $ 108,000 of that total
labor.

Reqguest for Information
This financial report i1s designed to provide an
overview of the Township’s £finances. Questions
concerning any of the information provided in- this
report or reguests for additional financial information
should be addressed to the Township’s Finance Director
at 1481 East College Avenue, State College, PR 16801.




TOWNSHIP OF COLLEGE
YEAR ENDED DECEMBER 31, 2012

GOVERNMENT-WIDE
FINANCIAL STATEMENTS



.. TOWNSHIP OF COLLEGE
STATEMENT OF NET POSTTION
DECEMBER 31, 2012

Governmenta
Activities
ASSETS

Cash and cash eguivalents S 3,073,134
Accounts receivable & other assets 195,849
Taxes receivable 381,045
Prepaid expenses 32,425
Inventory 34,155
Prepaid bond costs, net 118,062
Capital assets, net of accumulated depreciation 14,839,315

Total assets 18,673,985

LIARILITIES

Accounts payable and other current liabilities 208,117
Deferred revenue 8,741
Due to water authority 1,831
Compensated absences 67,066
Bonds payable - current 280,000

- non current 5,625,000

Total liabilities 6,190,755

nve d in capital assets, net of related debt 8,813,68¢
Restricted for
Debt service 103,001
Special governmental purposes 1,555,508
Acguisition of parkland 4
Unrestricted 2,011,027
Teotal net position S 12,483,230

See accompanying notes to basic financial statements

-14-
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YEAR ENDED DECEMBER 31, 2012

FUND FINANCIAL STATEMENTS
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TOWNSHIP OF COLLEGE
RECONCILIATION OF GOVERNMENTAL FUND BALANCES
TO _GOVERNMENT-WIDE NET ASSETS
YEAR ENDED DECEMBER 31, 2012

Total fund balances S 3,480,987
Capital assets used in governmental

activities excluded from funds because

they do not represent financial resources 14,839,315

Other non-financial assets such as inventory and
prepalid expenses 40,676

Bond/note issue costs, expenses upon issuance are
deferred charges subject to amortization

over the term of the bond/note issue 118,062
Accrued interest expense ({ 23,744)
Liability for compensated absences (vacation pay) { £7,066)

Long-term bonds payable due:

In 2013 ( 280,000)
Thereafter {_ 5,625,000)
Net position, government-wide S 12,483,230

See accompanying notes to basic financial statements
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TOWNSHIP OF COLLEGE

RECONCILIATION OF REVENUES, EXPENSES AND CHANGES IN

FUND BALANCES - GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2012

Net changes in fund balances - total governmental

h

Expenses, reported on the statement of activities,
that (required)/did not reguire the use
of current financial resources:
Vacation expense accrued to employees
Insurance expense
Interest expense
Changes in inventory
Capital outlays, net of depreciation expens

[0}

of $645,00¢9
Loss on disposal of assets
Effect of bond repayments that

u
financial resources net of the e
the amortization of the defer

>

[NoJR VS BTSN I )
N WU
\0 U1 00w

( 6,280}

$1,323,93¢9

See accompanying notes to basic financial statements
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TOWNSHIP OF COLLEGE
REQUIRED SUPPLEMENTARY STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET (CASE BASIS) AND ACTUAL -

GENERAL FUND

YEAR ENDED DECEMBER 31, 2012

Budget -
Both
Original
and Final Actual Variance
REVENUES
Taxes S 3,021,784 $ 3,211,062 S 179,278
Impact fees 356,871 287,877 58,894
Licenses, permits and user fees 374,730 430,212 55,482
Intergovernmental 233,510 219,731 13,779)
Fines and forfeits 149,000 160,320 11,320
Interest and rents 88,951 435,438 346,487
Other 67,400 77,731 10,331
Total revenues 4,302,24¢ 4,832,471 530,225
EXPENDITURES
General Government 1,055,524 1,021,045 34,479
Public Safety 1,833,185 1,783,270 39,915
Highways and streets 772,847 719,135 53,712
Public works €7,800 69,943 2,143)
Culture and recreation 91,085 66,757 24,328
Insurance and benefits 507,115 464,505 42,610
Capital outlays 28,100 24,250 4,810
Total expenditures 4,356,655 4,158,945 187,711
Excess of revenues over
expenditures ({ 54,410) 673,826 727,836
FUND BALANCE, beginning 879,817 1,008,156 128,33¢
FUND BALANCE, ending S 825,407 S _1.681.682 § 856 75
See accompanying notes to basic financial statements
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TOWNSHIP OF

ASSETS
Cash
Investments

fat o
[

Total assets

LIABILITIES

Due to other governments
and taxpavers

COLLEGE
STATEMENT OF FIDUCIARY NET POSTITION
FIDUCIARY FUNDS
DECEMRBER 331, 2012
Trust Funds
Deferred
Compensation Pension Lgency
Plan Plan Funds
S 124,768
$496,584 S1,417,227 -
S 496,584 $1,417,227 S 124,768
S_ 124,768
NET ASSETS
Held in trust for
employees’ retir

See accompanyving notes
panying

market valus

S 496,584 $1,417,227
$496,584 $1,417,227
to basic financial statements



TOWNSHIP OF COLLEGE

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
YEAR ENDED DECEMBER 31, 2012
Deferred
Compensation Pension
Plan Plan
ADDITIONS
Contributions S 50,684 S 895,138
Investment losses including realized and
unrealized gains and net losses 36,145 82,002
Total additions ' 86,829 177,140
DEDUCTIONS
Distributions to beneficiaries -- 5,861
Fees and charges - -
Total deductions -~ 5,861
Changes in net position 86,829 171,278
NET POSITION, beginning 402, 755 1,245,948
NET POSITION, ending S 496,584 $ 1,417,227

See accompanying notes to basic financial statements

-23 -



TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012

A BASIS OF PRESENTATION

The Township of College is located in Central Pennsylvania. It is a
Township of the second class and is operated under a Home Rule Option with
an elected five member Township Council. Under the administration of an
appointed Township Manager, the Township provides a variety of services
to its residents. These services include, but are not limited to: public
safety, recreation, street repair and maintenance, planning and zoning and
general administ ative services.

o~

The accompanying financial statements of the Township have been

prepared in conformity with accounting principles generally accepted in
the United States (GAAP) as prescribed by the Governmental Accounting
Standards Board (GASB).

The perspective of aCCOu‘LaDIW7LY'DIOVldQS the basis for defining the
£ i reporting entity. The definition of the financial reporting
imarily based on the concept of financial accountability.

the Township for financial reporting purposes, the
Township evaluated the possible inclusion of related organizations
consistent with the provisions of the Government Accounting Standards
Board.

!:S

Financial accountability for legally separate organizations exists if
the Township, as a Drimary government, appoints a voting majority of
an organization's govv~nﬂdg body, and 1s either able to impose its

s tential for the organization

will on that organization or there i ap

to provide &a specific financial benefit to, or impose specific
financial burdens on, the township, or if an organization is fiscally
dependent on the Lownshlp.

Based upon these criteria, the financial reporting entity has been
il

defined to include all of the funds, accounts, departments and offices
that comprise the legal entity of the Township of College.

f
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TOWNSHIP OF COLLEGE ‘
NOTES TO THE BASIC FINANCIZI, STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{(Continued)

BASIS OF PRESENTATION (continued)

Reporting Entitv (continued)

m.aescrlptlon of the potential component units considered and excluded
from the Township's financial statements is presented below and
includes a consideration of the following:

College Township Water Authority

College Township Industrial Development Authority
University Area Joint Authority

Centre Area Transportation Authority

Centre Regional Recreation Authority

Centre Region Council of Governments

Schlow Centre Region Library

|

Separate financial statements of each of the entities are availab
review at the Township's offices or at the office of the resp
entity.

O
v

e
ct

- h

®
D

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Government-Wide and Fund Financial Statements

The government-wide financial statements (the statement of net
position and the statement of changes of net position) report
information on all the nonfiduciary activities of the Township. For
the most part, the effect of interfund activity has been removed from
these statements

vities demonstrates the degree to which the
i £ offset by program revenues.
, arly identifiable with a
specific functi r items not properly included among
program revenue

Separate financial statements are provided for governmental funds and
fiduciary funds, even though the latter are excluded from the
government-wide financial statements. Major individual governmental
funds are reported as separate columns in the fund financial
statements.



TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAI, STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE (continued)

(2) Measurement Focus, Basis of Accounting, and Financial Statement

Pregentation

The government-wide £financial statements are reported using the
economic resources measurement focus and the accrual basis of
accounting as is the fiduciary fund Financial statements. Revenues
are recorded when earned and expenses are recorded when a liability
is incurred, 1’eg;{ardlbss of the +“kaj_rvg of related cash flows. Property
es are recognized as revenues in the vyear for which they are
levied. Grants and similar items are recognized as revenues as soon
all eligibility reguirements have been met.

Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis

of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this

purpose, the Township considers revenues to be available 1f collected
within sixty (60) days of the fiscal vear end. Expenditures generally
are recorded when a 1liability i1s incurred, as under accrual
accounting. However, debt service expenditures are recorded when
payment is due.

Taxes, grants, fees, interest income and various intergovernmental
revenues associated with the current fiscal period are all considered
to be susceptible to accrual and have been recognized as revenues of
the current fiscal period. 2All other revenue items are considered to
be measurable and available only when cash 1s received by the
Township. Revenue related to expenditure driven grants is recognized
when the Gual;_ywnc expenditures have been incurred and all other
grant reguirements have been met.

The following funds are used by the Township:

Governmental Fund Tvpes

General Fund - The general operating fund of the Township. It is
used to account for all financial resources, except those reguired
to be accounted for in another fund.

-06-



TOWNSHIP OF COLLEGE
NOTES TC THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Governmental Fund Tvpes (continued)

Capital Proiects Fund - Used to account for major capital
expenditures. It holds the unexpended proceeds of debt issued to
finance capital projects.

Debt Service Fund - To account for the accumulation of financial
resources through real estate tax levies or transfers from the
general fund and the payment of long-term debt, principal and
interest.

Special Revenue Funds Reported as Other Government Funds- To
account for the proceeds of specific revenue sources (other than
capital projects) that are legally restricted for specified
purposes. :

The Township recognizes the following special revenue funds:

-- State Highway Aid - ligquid fuels tax monies provided
by the State for building and improving roads and bridges.

Real estate taxes are levied for particular purposes, each of
which is accounted for in its own non-major governmental fund,
as the name indicates.

-- FPire Protection -- Parks and Recreation
-~ Road Machinerv -- Librarv

Fiduciary Fund Tvpes

Trust Funds - To account for assets held by the Township in a
trustee capacity or as an agent for individual g, ©private
organizations, other governmental units an d funds. The Pension

Trust Fund is used to account for the activity of the defined
contribution retirement plan and the deferred compensation plan
established under Section 457 of the Internal Revenue Code.

-27-



TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAIL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fiduciarv Fund Tvypes (continued)

Acency Funds - custodial in nature; that is, assets egual
liabilities and they do not involve measurement of operations.
These funds include those administered by the Township as:

Tax Collector. Funds paid by individuals, property owners
and/or employers on account of the various tax assessments
levied by the Township, the School District and other local
municipalities are held by the township as an agent of itself
and others until accountings and disbursements are made.

Assetg, ILiagbilities and Net Position or Eguity

{a) Private-Sector Standards

Private-sector standards of accounting and financial reporting
issued prior to December 1, 1989, generally are followed in the
government-wide financial statements to the extent that those
standards do not contradict the guidance of the GASE.

{b) Program Revenues

Amounts reported as program revenues include: (1) charges to
customers or applicants for goods, services or privileges
provided; (2) operating grants and contributions; and (3) capital
grants and contributions. Internally dedicated resources are
reported as general revenues rather than as program revenues.
Likewise, generazl revenues include all faxes.

(c) Investments

Certain payments to vendors reflect costs applicable to future
accounting periods and are recorded as other assets in government-
wide financial statements.

-28-
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TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(continued)

(3)

LAssetg, Liabilities and Net Position or Eguitv (continued)

(e) Capital Assets

assets are land, improvements to land, easements,

gs, building improvements, vehicleg, mach*nery' eqn;pmcnt

ructure n all other assets that are used in operations
r

initial useful 1life extending beyond a single

=
U}

[0

O
A

C

[

i3

wQ

T
R

-

O [ R
[N

Under GAAP, management establiches the dollar value
(*capitalization threshold”) at which the township will capitaliz
assets that are used in operations.

Management has established the following capitali
thresholds: Land - $1, infrastructure - $25,000, and all
capital assets - $5,000.

Such assets are recorded at historical cos il
constructed or at estimated historical cost i
is not determinable.

ot

£ purchased or
the original cost

4
e

th

The cost of maintenance and repairs that do not add to the value
of the asset or extend the life of an asset are not capitalized.

Major outlays for capital assets and improvements are capitalized
as projects are constructed.

Capital assets are depreciated using the straight-line method over
the following estimated useful lives:

Infrastructure 20 - 40 vears
Machinery and equipment and vehicles 5 - 20 years
Land improvement, buildings and

building improvements 15 - 40 vyears

(£) Inventories

Parts and supplies purchased by the various f'nd are recorded by
the Township as an expenditure when purchased in ti tal
funds and as assets in the statement of net asse

(g} Accumulated Unpaid Vacation
Under GAAP, unpaid vacation is accrued. This liability, not
expected to be paid from available resources, is recorded only in

[

the staztement of net assets.

-2S-
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TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(3)

Assets, ILiabilities and Net Peosition or Eguity (continued)
(h) Deferred Revenue
The Township reports deferred revenue. Deferred revenue arises

when a potential revenue does not meet both the "measurable and
available" criteria for recognition in the current period.
Deferred revenues also arise when resources are received by the
government before it has a legal claim to them, as when grant
monie are received prior to the incurrence of gualifying
expenditures. In subseguent periods, when both revenue
recognition criteria are met, or when the government has a legal
claim to the resources, the liability for deferred revenue is
removed and revenue is recognized.

Long-Term Obligations

——
-
St

In the government wide financial statements, long-term debt and
other long-term obligations are reportea as liabilities. Bond
premiums and discounts, as well as issuance costs, are defer
and amortized over the life of the bonds using the interest
method.

In the fund financisl statements, governmental fund types
recognize bond discounts, as well as bond issuance costs, during
the current period. The face amount of the debt issued is
reported as other financing sources. Premiums received on debt
issuance are reported as other financing sources while discounts
on debt issuances are reported as other financing uses. Issuance
costs are reported as general government expenditures.

i3

(7) Fund Balance

Fund balance is divided into five classifications based primarily
on the extent to which the Township is bound to observe
constraints imposed upon the use of the resources in the
government funds. The classifications are as follows:

Nonspendable - The nonspendable fund balance category included
amounts that cannot be spent because they are not in spendable
form, or legally or contractually reguired to be maintained
intact. The “not in spendable form” criterion included items
that are not expected to be converted to cash. It also includes
the long-term amount of interfund loans.

-30-



(B)

_TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMEER 31, 2012
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

T

I

sets, ighilities and Net Position or Eguityv (continued)

Fund Balance (continued)

Restricted - Fund balance is reported as restricted when
constraints placed on the use of resources are either
externally imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of
other governments or imposed by law through constitutional
provisions or enabling legislation.

Enabling legislation authorizes the Township to assess, levy,
charge, or otherwise mandate payment of resources (from
external resource providers) and includes a legally enforceable
regquirement that those resources be used only for the specific
purposes stipulated in the legislation. Legal enforceability
means that the Township can be compelled by an external party-
such as citizens, public interest groups, or the judiciary to
use resources created by enabling legislation only for the
purposes specified by the legislation.

Committed - The committed fund balance classification includes
amounts that can be used only for the specific purposes imposed
by formal action (ordinance or resolution) of Township Council.
Those committed amounts cannot be used for any other purpose
unless Township Council removes or changes the specified use
by taking the same type of action (ordinance or resolution) it
emploved to previously commit those amounts. In contrast to
fund balance that 1s restricted by enabling legislation,
committed fund balance classification may be redeployed for
other purpcses with appropriate due process. Constraints
imposed on the use of committed amounts are imposed by Township

Council, separate from the authorization to raise the
underlying revenue; therefore, compliance with  these
constraints are not considered to be legally enforceable.
Committed fund balance also inco”Dorates contractual
obligations to the extent that existing resources in the fund
have besen specifically committed for use in satisfying those
contractual reguirements

Zssianed - Amounts in the acsﬁgned fund balance classification
are intended to be used by the Township for specific purpocses
but do not meet the criteria to be classified as restricted or

committed. In government funds other than the General Fund,
assigned fund balance represente the remaining amount that is
not restricted or committed. ‘p th G neral Fund, assigned

-

amounts represent intended uses established by Township Council
or a Township official delegated LhaL au*ho~*ty.

(.A)
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(B)

- TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAIL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

{3)

tw

@

Agsets, Liabilities and Net Position or Eguity (continued)

(3) Fund Balance (continued)

Unassigned - Unassigned fund Dbalance is the residu
classification for the General Fund and includes all spendab
amounts not contained in the other classificationc In oth
governmental funds, the una551g1ed classification is usad,oniy
report a deficit balance resulting from overspending for specif
purposes for which amounts had been restricted, committed,
assigned.

(o

'..l..
3 Q0K O

O
I

The Township applies restricted resources first when expenditures
are incurred for purposes for which either restricted or
unrestricted (committed, assigned, and unassigned) amounts are
available. Similarly, within unrestricted fund balance, committed
amounts are vreduced first followed by assigned, and then
unassigned amounts when expenditures are incurred for purposes for
which amounts in any of the restricted fund Dbalance
classifications could be used.

(k) Insurance

The Township is exposed to various risks of loss related to theft
of, damage to, and destruction of assets; errors and omissions;
and natural disasters for which the Township carrieg commercial
insurance. Insurance settlements have not exceeded insurance
coverage during the past three years.

rmal budgetary accounting is emploved as a management control in all
nad of

£ the Township. The Township adheres to the following
in establishing the budget reflected in the financial

Annual operat:
consistent with
Township Code.

ing budgets are adopted each year on a basis
the Commonwealth of Pennsylvania's Second Class

Throughout the vyear the £finance director and manager use
current financial status reports and established Township
objectives to develop financial projections for the ensuing
year.

'

=

s information is then assembled and presented to the Council

0
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TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(4) Budgetg (continued)

D. The Council adopts a tentative budget in November of each year
which is available for public scrutiny and comment for a period
of 20 days.

E. The final budget is approved in December. Budget revisions are

.C-'
approved at Council meetings.

he budget amounts presented in the financial statements reflect
he original budget amounts. There were no significant Council
resolutions to modify the original budget.

[

The Township does not use encumbrance accounting.

{(5) Subseguent Events

Subseguent events have been evaluated through April 17, 2013, which

is the date the financial statements were available to be issued.
(6) Estimates

The preparation of financial statements in accordance with
generally accepted accounting principles reguires the wuse of

various estimates of amounts and disclosures by'manageman*. There
will likely be differences between estimated and actual results.

CASH AND INVESTMENTS

Cash

Pennsylvania statut

e for investment of governmental funds
into certain authori
r

stment types including U.S. Treasury

bills, other short-term U.S. and Pennsylvania government

obligations and insured or collateralized time deposits and

certificates of deposit. The statutes do not prescribe regulations

elated to demand deposits; however, they do allow the pooling of
govcrnmeﬁtal funds for investment purpose

T 14

In addition to the investments authorized for governmental funds,
fiduciary fund investments may also be made in corporate stocks and
bonds, real estate and othcr investments consistent with sound
business practice. The deposit and investment policy of the
Township adheres to state statutes and prudent business practice.

-33-
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TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAZL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{Continued)

CASH AND INVESTMENTS (continued)

Bank
Depository Account Balance
Insured 3 500,000
Collateralized -
Collateral held by pledging bank’s
trust department not in the 2,585,701
Township’s name
Total deposits S 3,085,701

The Township’s carrying amount for bank balances was $2,790,255 at
December 31, 2012.

In addition to the carrying amount is $407,64S invested in the
Pennsylvania Local Government Investment Trust (“PLEGIT”) and $100
etty cash.

ustodial Credit Risk - Deposits. Custodial credit risk is the risk
at in the event of a bank failure, the government's deposits may not
returned to it.

The Commonwealth of Pennsylvania recognizes this risk. Under its Act
72, deposits of public funds (in excess of FDIC insurance) held by
banks must be collateralized. Banks must place on depcsit with a
third-party (usually a Federal Reserve Bank) securities with an
aggregate market value in excessg of all of its uninsured balances.

The Township requires this protection for its funds. PLGIT follows
similar practices.

Investments

Restricted investments in the pension and deferred compensation funds
amounted to $1,913, 811 at December 31, 2012. This includes various
mutual funds, a¢l of which is uninsured. Collateral is held by the

respective plan custodian.

TAXES

The Township's revenues are deri
estate, earned income and 1




TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

TAXES {(continued)

Real Estate Taxes (continued)

Current period revenues derived from 2012 levies were as follows:

Rate Revenue
General fund 2.17 S 886,052
Debt service for the purpose
of acquiring or constructing
Township facilities 0.21 0,077
Parks and recreation 0.87 355,826
Library G6.32 131,103
Road machinery 0.35 143,395
Fire protection 0.48 196,656
4.40 1,803,109

Real estate taxes attach as an enforceable lien on property as of
January 1st and are generally levied on March 1lst. During 2012 taxes
were levied on March 1. The Township tax office bills and collects
these taxes. Taxpayers making payments within two months of the levy
are given a 2% discount. Amounts paid after four months are assessed
at a 10% penalty. Centre County collects delinguent real estate taxes

on behalf of the Township.

The Township's property tax is Wmv*md by resolution of the Townshlo s
Council on real property located within the Townsnlp Assessed values
are generally 50% of market wvalue as of the date of the last
reassessment by the Centre County Board of Property Assessment,
LAppeals and Review. The total assessed valuation of property in the
Township as of March 1, 2012 was $583,554,700 of which an estimated
$152,094,6%5 was exempt from taxation.

[o¥ Y i ‘ 13 is x ) 1
earned 1ncome tax return. The Township! levy on su

The Centre Tax Agency, also known as the Borough of State College,
collects the earned income tax and remits the appropriate amounts to
the Township throughout the vyea

) O

uring 2012, individual taxpayers reported gross earned income oI
approximately $258,000,000.

The Township recognized $1,298,000 in earned income tax revenue during
2012.

-35-



TOWNSHIP OF COLLEG
NOTES TO THE BASIC FINANCIATL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

D. TAXES (continued)

Taxes Receivable: Deferred Revenu

ity

¥

At December 31, 2012, taxes receivable and deferred revenue for taxes
were as follows:

Special Debt
General Revenue Service
Type of Tax Fund Funds Fund Total
Real estate S 31,883 S 2O,VJ3 s 2,211 $ 54,197
Earned income 267,000 - - - 267,000
Occupaticnal privilege 53,055 -~ - - 53,055
Realty transier 26,664 - - - 26,664
AZllowance for
uncollectible taxes (__9,79¢%9) ((5,123) { 948) (_19,870)
S 368,513 S 11,270 S _1,263 S 381,046
Deferred Revenue S 8,741 S 8,741
Included in taxes receivable is $8,741 of delinguent taxes. During
2012, $21,229 was collected Zfor delinguent taxes, penalties and
interest.
E CAPITAT, ASSETS
The Township records its apital assets in the government-wide
financial statements, net of accumulated depreciation. The Township
includes eqguipment, vehicles, road machinery, land and buildings as
well as infrastructure assets such as roads, traffic signals,

parkland, etc.
Current vear capital outlays include the completion of the Trout Road,
cts

Brandywine Drive and Panorama proje and the purchase of & truck
chassis and plows.

-36-
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TOWNSHIP OF COLLEGE

NOTES TO THE BASIC FINANCIAIL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{(Continued)
F. LONG-TERM DERT
Long-term debt consists of:
Beginning Ending
Balance Additions _Reductions Balance
2010 General Obligation Bond $ 6,080,000 S 175,000) § 5,905,000
Compensated absences 49,553 8 17,5313 67,066
S 6,129,853 8 17,813 $¢ 175,000) $5,872,066

Obligation Note, Serxies of 2010
On August 17, 2010, pursuant to its Ordinance 10-07, the Township
settled on its General Obligation Bonds, Series of 2010 in the
aggregate amount of $6,275,000. Proceeds served to repay the

General Obligation Bonds, Series of 2003 and the General Obligation
Note, Series A of 2009.

The weighted average maturity of the bonds is 11.3331 years and
yield calculates to 3.532% with a final maturity on November
2029. Costs associated with the issue were approximately $150,9

The fcllowing table summarizes the bond maturity schedule:

Coupon Coupon Total

Due Principal 1Interest Interest Debt
November 15 Amount Rate Expense Sexvice
2013 S 280,000 2.00% S 189,938 S 46%,938
2014 280,000 2.00% 184,338 464,338
2015 290,000 2.00% 178,738 468,738
2016 295,000 2.25% 172,938 467,938
2017 300,000 2.50% 166,300 466,300
2018 310,000 2.75% 158,800 468,800
2018 315,000 3.00% 150,275 465,275
2020 330,000 3.13% 140,825 470,825
2021 340,000 3.25% 130,513 470,513
2022 350,000 3.38% 119,463 469,463
2023 360,000 3.50% 107,650 467,650
2024 370,000 3.63% 85,050 465,050
2025 385,000 3.75% 81,638 466,050
2026 400,000 2.80% 67,200 466,638
2027 415,000 4.00% 52,000 467,200
2028 435,000 4.00% 35,400 467,000
2029 450,000 4.00% 18,000 468,000
$5,905,000 $2,048,066 $7,954,066

-38-




TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAIL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{Continued)

4

LONG-TERM DEBT (continued)

General Obligation Bonds, Series of 2010 {(continued)

Bonds maturing are subject to mandatory sinking fund installmen
required to be made annually.

s

ot

hn

Interest payments on the bonds are payable to bondholders on May 15
and November 157 of each vear.

As of December 31, 2012, the borrowing base, computed under the
provisions of Pennsylvania 2Act 185, was S5,698,243. Net non-
electoral debt may be 250% of such base amount.

Other Long-Term Liabilities

The vacation liability is calculated using employees! current rate
f pay.

FUND BAILANCES

Fund Balances is classified as nonspendable, restricted, committed,
assigned and/or unassigned based primarily on the extent to which the
Township is bound to observe constraints imposed upon the use of the
resources in the government funds. The constraints placed on fund
balance for the major governmental funds and all other governmental
funds are presented on the following page.

Debt Capital Other
Fund Balances General Service Proiects Governmental Total

Regtricted for

Debt Ssrvice Payments $ 103,001 s 103,001

Capital Projects -- $ 140,791 140,791

Highway 2id - -- & 85,082 85,082

Fire Protection - - - £§7,167 £€7,167

Road Machinery -~ - 187,89¢ 187,8%8

Parks & Recreation - -- 1,186,248 1,196,248

Library -- -- 1¢,110 18,110
Tota s 102,001 140,791 1,355,513  1,79%,305
Asgi

wWo S S5, 000 - -- -~ e5, 000

Tr 206,375 -- -~ -- 206,375

cO 121,168 - -- - 131,165

Si 135,000 -- -~ -- 125,000

PO 11, 540 - -~ e 11,540
Tota 572,080 -~ -- -- 572,080
Unassigned: $ 1.102, 602 - - - - - - 1,102 802

Total Fund Balancs

£y
[

-3¢-
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TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAIL, STATEMENTS
YEAR ENDED DECEMBER 31, 2012
{(Continued)

DEFERRED COMPENSATION PLAN

The Township offers its employees a deferred compensation plan
adopted under Section 457 of the Internal Revenue Code. The plan,
ailable to all Township employees, permits them to defer a portion
of their salary until future years. The deferred compensation is not
available to employees until termination, retirement, death or
unforeseeable emergency.
211 amounts of compensation deferred under the plan, all property
and rights purchased with those amounts, and all income attributable
to those amounts, property or rights are held in trust for the
exclusive benefit of participants and beneficiaries.

The Township has no liability for losses under the plan but does have
the duty of due care that would be required for an ordinary prudent
investor.

POLICE SERVICES AND OTHER OPERATIONS

The Township does not maintain its own police force but provides
police services under a contract with the Borough of State College.

The annual contract provides for hours of service and types of
coverage. The total cost for the year ended December 31, 2012 was
$1,247,896.

The Township also pays the Borough for the efforts of the health and
dog enforcement officers and for the Borough's collection of the
Township's Local Services Tax (LST) and Earned Income Tax (EIT).

p—

The Township 1is entitled to receive funds under The Foreign Fire
Insurance Premium Tax under (Act No. 205) to provide, among other
things, retirement and death benefits for firefighters. The Townshir
received §90,19% of such funds and paid $81,540 to the Zlpha Fire
Company, State College, Pennsylvania and $8,659 tc the Boalsburg
Fire Company. This is recorded as revenue and expense in the general
fund.

PENSTON
The Township has adopted a single em_loyer‘ Nonuniform Defined
Contribution Pension Plan. These funds a !

=
M
W
Q
v}—l
"'i

1istered by the ICMA
Retirement Corporation. All funds are currently invested by ICMA in
mutual funds. The Nonuniform Pension Plan was originally adopted by
the Township Council on July 7, 1970.

Contributions: College Township contributes 7.5% of all full-time
participating employees' wages to the Nonuniform Pension Plan
Employee contributions are voluntary

-40-
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TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

PENSICN (continued)

Benefits: Employees who have attained the age of 20 are eligible to
participate in the plan after com

Township. Vesting occurs at a rate

and an additional 20 percent each year thereafter. Participants are
fully vested after seven years. At age 65 they may elect to withdraw
their pension wmonies in one lump sum or 1in regular monthly
installments.

leting one vear of gservice with the
te of 20 percent after three years

P
a
A

If a participant who has been employed with the Township for at least
three years, but less than seven, terminates employment, he is
eligible to receive his veste percentage of his pension benefits
egual to the percentage of vesting he has attained. At the time of
termination, the emDTOyee must elect to receive the monies in one
lump sum or in regular monthly installments.

Total payroll expense for 2012 S 1,385,843
Covered payroll of participating employvees S 1,268,507
Township contribution to plan during 2012 S 85,138

The Township received a state pension grant from the Commonwealth of
P a , provided under The Municipal nsion Plan Funding
overy Act {(Act No. 205) in the amount of $89,885.

Contributions to the plan are fully funded as payroll expenditures
are made on & bi-weekly basis.

e Township acts as common paymaster for the Township and the
llege Township Water Authority. During 2012 the Auuhority
imbursed the Township $273,490 *ov'payvoll expense and paid $15,351
r pension contributions. The Authority also reimburses its share

payroll taxes, insurance and other benefits.

UDGET AND ACTUAL

B
Net pogition and fund balances arse held for the following:
In trust for Employvees’ Retirement Benefits $ 1,913,811

ted fund balances in special revenue funds are generally
d to be expended for the purpose indicated by the original tax
In addition, the Township has received from developers and
1,150,405 for the acguisition of parkland.

The Township's budget is prepared on a cash basis, which approximates
accrual basis results.

[



TOWNSEIP OF COLLEGE
NOTES TO THE BASIC FINANCIAIL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

'Tj

"UND_ BALANCES; BUDGET AND ACTUAL (continued)

2 difference between the general fund balance budgeted at the
beginning of the year and actual balance is due to December
activity of the prior year, which is estimated due to the timing of
the budget process, and year-end adjustments to accounts receivable
and payable, net of those balances at the beginning of the year.

POTENTIAL COMPONENT UNITS/RELATED PARTY TRANSACTIONS

potential component units considered and excluded from

A sammav§ of
hip!® f;nancial statements follows.

the Town

College Township Water ZAuthority

The College Township Water Authority (the Authority) was established
in May, 1996 under the Pennsvlvania Municipality Authorities Act of
1945 LD supply water to residential and business customers in and
around the Township.

College Township Council appoints all five members of the Authority's
board. Council has no further involvement in the affairs of the
“uthor;+v, no vesponcib‘ ity for its debt and provides no substantial
financial operating a381sta ce The Authority sets its own rates,
adopts its budget and issues debt without the approval of the
Township

During 2012, the Township received $78,960 from the Authority for the
oversight o¢of its administrative, financial and operational
activities. College Township also serves as the paymaster for all
Authority employees. Costs of the employees hired for, or assigned
to Authority operations are billed at actual costs and reimbursed by
the Authority. \

Collecge Township

The College Township Industrial Development Authority (the "IDA'") was
established in October, 1872 under the Economic Development Financing Law
(Bct No. 102) to provide f£financing for industrial and commercial
developments and other economic activities.

College Township Council appoints all five members of the IDA's board.
Council has no further involvement in the a i £ I
responsibility for its debt and provides no operat
the IDA‘S issuance of tax-exempt debt for projects X
requires Council approval under provisions of the Internal Revenue Code.
Such approval, by the municipality in which a project to be funded with
tex-exempt debt is located, is generally reguired under the Code.

l-‘ M

During 2012, tde Township received $1,566 from the IDA for the oversight
of its financial activities

-4 -



TOWNSHIP OF COLLEGE
NOTES TO THE-BASIC FINANCIAIL STATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

University Area Joint Authority

The University Area Joint Authority (UAJR) was formed in August, 1964
under the NMnicipality Authorities Act of 1945 (Act No. 164) for the
purposes of financing, constructing and operating a sanitary sewags
collection system and waste water treatment and disposal facility.

College Township Council appoints certain members of the UAJA board.
However, Council has no further involvement in the affail £l
authority which sets its own rates, adopts its budget an
without the approval of the Township.

Centre Area Transportation Authoritv

Centre Area Transportation Authority (CATZ) was created in May, 1974 undexr
the uannswi\anwa.MuDLCLDal_Ly'AuLhorit ies Act of 1945. In February, 1984
the RAuthority was reorganized as a joint authority with College Township
participating and appointing one of f' ve members of CATA's board.

During 2012, the Township contributed $59,417 to assist CATA's operations
and $7,808 to assist with CATA's capital acquisitions. With substantial
equity, operating revenues and expenses, CATA is not deemed to be fiscally
dependent on the Township.

Centre Region Council of Governments

The Centre Region Council of Governments (COG) was formed between and
among the gove ronments of the Townships of College, Ferguson, Halfmoon,
Harris, Patton and the Borough of State College on December 2, 1962 under
the provisions of the 'ntwrgovernmentaW Cooperation Act of 1872 (Act No.
180) as amended. It operates under Articles of BAgreement adopted in
October, 198S9. COG is a voluntary organization of local governments which
fosters a cooperative effort to resolve problems, determine policies and
formulate plans and programs to meet regional needs.

sach  municipality's elected officizls are members of COG. ach
municipality has one "unit vote' i1f such procedure is invoked DV any
member on any issue or resolution. Otherwise, a majority of members

present is sufficient to conduct ordinary business onc
established.

M

a quorum is

During 2012, College Township cont rlb d.ap aggregate of $697,899 to fund
the following activities and progr
Centre Region Parks and Recreation $234,817
Llpha Fire Company : 182,938
Planning Commission 15¢%,01¢
Administration 53,317
Senior Citizens 32,017
Other 35,781
S697,89¢



TOWNSHIP OF COLLEGE
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31. 2012
{Continued)

POTENTIAL COMPONENT UNITS/RELATED PARTY TRANSACTIONS (continued)

the member
rtion to their
0G and operating

Pursuant to Inter-Municipal  Agreement 2001-1,
municipalities of COG own COG’s building in pro
contribution to the construction costs. Rents from
expenses will be similarly apportioned. See Note L.

COG is not deemed to be fiscally dependent on the Township.

Centre Regional Recreation 2Authority

he Centre Regional Recreation Authority (CRRA) was created under the
isions of the Dennsylvania Municipality Authorities Act of 1945
inancing medium for the construction of and operation of
ecreation facilities. It currently operates the Park Forest and
elch swimming pocls in State College, Pennsylvania.

College Township Council appoints one of five members to th
Authority's board, which sets its own rates and adopts its owr
budget.

U]

3

t

During 2012, the Township contributed $179,295 to the operations and
capital budget of the Authorit y CRRA is not deemed to be fiscally
dependent on the Township.

Pool Loans:

In 2008, the Township, along with four other local municipalities as
part of the COG, agreed to share the cost and debt service associated
with the CRRZ's “Pool Project”. That project was to expand and
improve the Park Forest and Welch pools.

The original financing arrangement took place in 2008 with the
issuance of a Guaranteed Revenue Note in the principal amount of

h (

Following & three loan modifications in 2010 and 2011 and =
refinancing in 2012, the balance of the refinanced note totaled
$6,128,000. This modified note bears a fixed interest rate of 2.43%
through December 1, 2022. From December 1, 2022 through the end of
the loan, the interest rate will be set at 64% of the 10 vear average
LIBOR plus 2.1%, not to exceed 3.95%. The note has a final maturity
of December 1, 2028. Savings from the refinancing total $€51,000 over

the 1ife of the loan.

o\°

The 2012 Note is guaranteed by the participating municipalities.
Municipal contributions are currently based on the funding formula
in effect in 2008. After ten years, the municipal contributions will
be reset based upon the 2018 ‘unding formula. Each municipality
adopted an ordinance to accept their portion of the Note.



The Township’s share of the payments due on tne note is 17.44% and
is the guarantor of the 17.44% of any remaining principal

Regional Park Loan:

In April 2011, the Township, along with four other local

municipalities as part of the COG, agreed to share the cost and debt
service associated with CRRA’'s “Regional Parks Project”. The project,
to develop Oak Hall and Whitehall Road regional parks, is being
financed by a Guarantesd Revenue Note. The original financing
arrangement took place in 2011 with the issuance of a Guarantes
evenue Note in the principal amount of $7.6 million.

by

Following a second modification in February 2012 the amount available
to borrow was reduced to $6,611,300. The initial fixed rate hag been
reduced from 3.15% through December 1, 2016 to 2.8% through December
1, 2022. In addition the maximum variable rate has been reduced from
6% to 5.35% and the minimum variable rate has been reduced from 2.36%
to 0% for the period December 1, 2022 through December 1, 2031. The
Note’'s principal and interest payments will remain payable in
guarterly installments and will now commence on March 1, 2014. As an
ancillary factor to the refinancing, an additional $125,528 has been
added to the available funds for the Oak Hall Regional Park project.

o

The Note is guaranueed,by‘vhe;pa ticipating municipalities. Municipal
contributions for the first ten ye £ the note will be based upon
the funding formula in effect in 2011. After ten years, the municipal
contributions will eset based wupon the 2021 formula. Each
municipality aaoptaa an ordinance to accept their portion of the
Note. The Township’s share of the payments due on the bond is 18.11%

-

and is the guarantor of 18.11% of any remaining principal .

Schlow Centre Region Library

The Schlow Centre Region Library Board was orlclnalTy formed in 1957
by the Borough of State College. In April, 1991 it was regionalized
by the Townships of College, Harris, Ferguson and Patton, together
with the Borough of State College under the Intergovernmenual
Cooperation Act of 1972.

The purpose cf the Board is to promote the health, safety and general
welfare of the Centre region by providing public library service to
serve the educational, recreational, cultural and informational needs
of the region

During 2012, the Township contributed $138,275 to the operations of
the library. The Library is not deemed to be fiscally dependent on

the Township.



TOWNSHIP OF CCLLEGE
NOTES TO THE BASIC FINANCIAIL STLATEMENTS
YEAR ENDED DECEMBER 31, 2012
(Continued)

CONTINGENT LIARBILITIES

The ownshlp is coptlngent v liable to make contributions to the
entities £ nded.by its participation, as described above, whether for
the De ations or the debt of the organization, so long as it
participates in those organizations.

¥
+

g grants of federal, state and local aid
tain projects and programs. Such grants a
its whereby costs claimed may be gquestione
the Auditor General of the Commonwealth of
eral Inspectors General. To the extent such
y the provider, repayment from non-grant
sources would be reguired of the Township.

Do oge-

T h (D

The Township is involved in other disputes in the o*alnavy course of
operation; the outcome of these is not expected to have a material
effect on the financial statements.

* % Kk K Kk x % *
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TOWNSHIP OF COLLEGE
SCHEDULE OF RECEIPTS AND DISBURSEMENTS
AGENCY FUND - TAX COLLECTOR ACCOUNTS
YEAR ENDED DECEMBER 31, 2012

Earned
Income Real Estate
Taxes Taxes
ASH RECEIDTS
Tax collections S 47,155 $ 17,116,291
Interest income 12 61
Total Receipt 47,167 17,116,452
CASH DISBURSEMENTS
Distributions as tax collector
State College Rrea School District 20,3683 15,328,938
Township of College
General Fund 34 877,330
Special Revenue Funds - 945,161
Borough of State College 2,430 --
Township of Ferguson 2,737 -
Township of Patton 14,273 -~
Township of Harris 2,763 - -
Township of Halfmoon 855 - -
Other Tax Collectors 54,818 -
Refunds to individual taxpayers 23,971 - -
Total Disbursements 122,274 17,151,429

Net Change in cash balance
CASH BALANCES, beginning

CASH BALANCES, ending

State College Area Schocl District
Townshi of Col
Q

Balance, December 31, 2012
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EPORT ON INTERNAL CONTROL OVER FINANCI
REPORTING AND ON COMPLIANCE AND OTHER MAT
BASED ON AN AUDIT OF FINANCIAL STATEMEN
PERFORMED IN ACCORDANCE WITH
GOVERNMENTAL AUDITING STANDARDS

Independent Auditor’s Report

Members of Council
Township of Cocllege
Centre County, Pennsylvania

We have audlLvd 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,
the financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of the Township
of Ccllege as of and for the year ended December 31, 2012, and the
related notes to the financial statements, which collectively
comprise the Township of College’s basic financial statements, and
have issued our report thereon dated April 17, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Township of
College’s internal contYOW over financial reporting (internal
control) to determine the audit procedures that are appropriate in
the circumstances for the purpcse of expressing our opinion on the
financial statements, but not for the purpcse of expressing an
opinion on the effectiveness of the Township of College’s internal
control Ekccordingly, we do not express an opinion on the
effectiveness of the Township of College’s internal control.

E deficiency in internal control exists when the design 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. 2
material weakness is a deficiency, or combination of deficiencies,
in interneal control, such that there 1s a reasonable possibility
that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.
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kE significant deficiency 1is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control was fcor the limited purpose
described in the first pa ragraph of this section and was not
designed to identify all deficiencies in internal control that
might be material weaknesses 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 identifie

Q.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the
Township of Cecllege’'s financial statements are free of material
misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However,
providing an opinion on compliance with these provisions was not an
objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are reguired to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our
testing of internal contrcol and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of the
entity’s internal controcl or on compliance. This report is an
integral part of an audit pe *formed in accordance with Government
Auditing Standards in considering the Township of College’s
internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Pyt

ege, Pennsylvania
il 17, 2013
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April 17, 2013

Township Council
Township of College

1481 East College Avenue
State College, PA 16801

We have audited the financial statements of the Township of
College for the year ended December 31, 2012, and have issued
our report thereon dated April 17, 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 reguire that we communicate to you
the following information related to our audit.

Qualitative Aspects of Accounting Practices

3

Management 1s responsible for the selection and use of
appropriate accounting policies. The significant accounting
policies used by the Township of College are described in Note A
to the financial statements. New accounting policies were
adopted to conform with GASB Statement No. 63; the application
of existing policies was not changed during the year ended
December 31, 2012. We noted no transactions entered into by the
Township 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
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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.

Corrected 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 o¢f 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 and
council that are included in the management representation
letter dated April 17, 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 Township’s financial statements or a determination of the
type of auditor’s opinion that may be 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 Township'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 Township
Council Members and management of the Township of College and 1is
not intended to be and should not be used by anyone other than
these specified parties.
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Fiore Fedeli Snyder Carothers, LLP



