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INDEPENDENT AUDITOR'S REPORT

To the Board of Supervisors
Lower Alsace Township
Reading, Pennsylvania

We have audited the accompanying modified cash basis financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of Lower Alsace Township as of and for the year
ended December 31, 2015, and the related notes to the financial statements, which collectively comprise the
Township’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting described in Note 1. This includes determining that the
modified cash basis of accounting is an acceptable basis for the preparation of the financial statements in the
circumstances. Management is also responsible for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of the financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risks assessments, the auditor considers internal control relevant to the Township’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Township’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Succeed With Confidence 1
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Opinions

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material respects,
the respective modified cash basis financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of Lower Alsace Township as of December 31, 2015, and the respective
changes in modified cash basis financial position for the year then ended in conformity with the basis of
accounting described in Note 1.

Report on Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements as a whole that
collectively comprise Lower Alsace Township’s basic financial statements. The combining modified cash basis
nonmajor governmental fund and fiduciary fund financial statements, and other information such as the
budgetary comparison information and the pension plan schedule of funding progress and employer and other
party contributions are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The combining modified cash basis nonmajor governmental fund and fiduciary fund financial statements are the
responsibility of management and were derived from, and relate directly to, the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is fairly stated in all material respects in relation to the basic financial statements
as a whole on the basis of accounting described in Note 1.

The budgetary comparison information and the pension plan schedule of funding progress and employer and
other party contributions on pages 29 and 30, which are the responsibility of management, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such information
has not been subjected to the auditing procedures applied in the audit of the basic financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

Basis of Accounting

We draw attention to Note 1 of the financial statements that describes the basis of accounting. The financial
statements are prepared on the modified cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinions are not modified with
respect to this matter.

Wertiero + VCFVMZF«M?](/Q///(L
Reading, Pennsylvania

March 24, 2016

Succeed With Confidence 2



LOWER ALSACE TOWNSHIP
STATEMENT OF NET POSITION - MODIFIED CASH BASIS

December 31, 2015

Governmental
Activities
ASSETS
Current assets:
Cash and investments S 986,218
TOTAL ASSETS 986,218
LIABILITIES
Payroll tax withholdings 833
Escrow deposits 1,001
TOTAL LIABILITIES 1,834
NET POSITION
Restricted for:
Fire services 24,813
Fire hydrant maintenance 5,315
Highway and streets 419
Unrestricted 953,837

TOTAL NET POSITION S 984,384

See accompanying notes.



LOWER ALSACE TOWNSHIP

STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

Year Ended December 31, 2015

Net (Expense)
Revenue and
Changes in Net

Program Revenues Position
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Primary government
Governmental activities:
General government S 256,514 S 92,409 S 3,815 S - S (160,290)
Public safety:
Police 849,156 17,401 - - (831,755)
Fire 88,844 - 24,918 - (63,926)
Ambulance 106,388 3,782 - - (102,606)
Other (planning, zoning, etc.) 120,691 58,401 - - (62,290)
Health and welfare 12,303 - - - (12,303)
Public works - highways and streets, other 716,312 40,918 3,658 - (671,736)
Culture and recreation 4,425 - - - (4,425)
Other (employer benefits, insurance) 284,009 - 74,496 - (209,513)
Debt service 403,067 - 129,251 - (273,816)
Total governmental activities S 2,841,709 S 212,911 S 236,138 S - (2,392,660)
General Revenues:
Taxes:
Property taxes 1,185,791
Earned income taxes 475,264
Other taxes 80,738
Investment earnings 8,416
Miscellaneous income 15,093
Total General Revenues 1,765,302
Change in Net Position (627,358)
Net Position - Beginning 1,611,742
Net Position - Ending S 984,384

See accompanying notes.




LOWER ALSACE TOWNSHIP

BALANCE SHEET - MODIFIED CASH BASIS -

GOVERNMENTAL FUNDS
December 31, 2015
Total
Nonmajor Governmental
General Funds Funds
ASSETS
Cash and investments S 960,986 S 25,232 S 986,218

TOTAL ASSETS S 960,986 S 25,232 S 986,218

LIABILITIES AND FUND BALANCES

LIABILITIES
Payroll tax withholdings S 833 S - S 833
Escrow deposits 1,001 - 1,001
TOTAL LIABILITIES 1,834 - 1,834
FUND BALANCES
Restricted fund balances:
Highways and streets - 419 419
Fire services - 24,813 24,813
Fire hydrant maintenance 5,315 - 5,315
Assigned fund balance 545,733 - 545,733
Unassigned fund balance 408,104 - 408,104
TOTAL FUND BALANCES 959,152 25,232 984,384

TOTAL LIABILITIES AND FUND BALANCES S 960,986 S 25,232 S 986,218

See accompanying notes.



LOWER ALSACE TOWNSHIP

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

MODIFIED CASH BASIS - GOVERNMENTAL FUNDS

Year Ended December 31, 2015

Revenues:
Real estate taxes
Earned income taxes
Other taxes
Licenses, permits, and fines
Interest and rent

Intergovernmental
Charges for services
Other
TOTAL REVENUES
Expenditures:
Current:
General government
Public safety:
Police
Fire
Ambulance
Other (planning, zoning, etc.)
Health and human services
Public works - highways and streets
Culture and recreation
Other (employer benefits, insurance)
Debt service
TOTAL EXPENDITURES

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

See accompanying notes.

Total
Nonmajor Governmental

General Funds Funds
S 1,146,036 S 39,755 S 1,185,791
475,264 - 475,264
80,738 - 80,738
103,908 - 103,908
8,257 159 8,416
106,887 129,251 236,138
109,003 - 109,003
17,468 - 17,468
2,047,561 169,165 2,216,726
256,514 - 256,514
849,156 - 849,156
53,546 35,298 88,844
106,388 - 106,388
120,691 - 120,691
12,303 - 12,303
716,312 - 716,312
4,425 - 4,425
286,384 - 286,384
260,503 142,564 403,067
2,666,222 177,862 2,844,084

(618,661) (8,697) (627,358)

1,577,813 33,929 1,611,742
S 959,152 S 25,232 S 984,384




LOWER ALSACE TOWNSHIP

STATEMENT OF NET POSITION - MODIFIED CASH BASIS - FIDUCIARY FUNDS

December 31, 2015
Pension
Trust
Funds
ASSETS

Cash S 29,245
Investments 1,332,410
TOTAL ASSETS 1,361,655
NET POSITION - held in trust for pension benefits S 1,361,655

See accompanying notes.



LOWER ALSACE TOWNSHIP

STATEMENT OF CHANGES IN NET POSITION -
MODIFIED CASH BASIS - FIDUCIARY FUNDS

Year Ended December 31, 2015

ADDITIONS
Contributions:
Township and commonwealth
Employees
Investment income (loss)

TOTAL ADDITIONS
DEDUCTIONS
Benefit payments
Administrative expenses
TOTAL DEDUCTIONS

CHANGE IN NET POSITION

TOTAL NET POSITION - BEGINNING

TOTAL NET POSITION - ENDING

See accompanying notes.

Pension
Trust
Funds

s

91,929
12,650
(84,162)

20,417

115,123
22,069

137,192

(116,775)

1,478,430

s

1,361,655




LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2015
Lower Alsace Township (the “Township”), Berks County, Pennsylvania, is a second class township created in
1888. The Township is governed by three (3) elected supervisors in accordance with laws of the Commonwealth

of Pennsylvania. The supervisors must be residents who are elected every two years, on a staggered basis, for a
six-year term. The supervisors have the power to establish policies to be carried out by the Township.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As described further in Note 1E., these financial statements are presented on a modified cash basis of
accounting, which is a basis of accounting other than accounting principles generally accepted in the United
States of America (GAAP) established by the Governmental Accounting Standards Board (GASB). These modified
cash basis financial statements generally meet the presentation and disclosure requirements applicable to
GAAP, in substance, but are limited to the elements presented in the financial statements and the constraints of
the measurement and recognition criteria of the modified cash basis of accounting.

A. Financial Reporting Entity

In evaluating the Township as a reporting entity, management has addressed all potential component units
for which the Township may or may not be financially accountable, and as such, be includable within the
Township's financial statements. The Township is financially accountable if it appoints a voting majority of
the organization governing board, and (1) it is able to impose its will on the organization, or (2) there is a
potential for the organization to provide specific financial benefits to or impose specific financial burden on
the Township. Additionally, the primary government is required to consider other organizations for which
the nature and significance of their relationship with the primary government are such that exclusion would
cause the reporting entity's financial statement to be misleading or incomplete. Based on the application of
these criteria, the Township has determined that it does not have any component units.

B. Jointly Governed Organizations

Antietam Valley Municipal Authority

The Township, in conjunction with Mount Penn Borough, has created the Antietam Valley Municipal
Authority (the “Authority”). The Antietam Valley Municipal Authority’s board is comprised of three
members from Mount Penn Borough and two members from the Township. The primary purpose of the
Authority is to own and maintain the sewer collection and conveyance system, the pump station, and the
wastewater treatment plant. The Authority provides service to sewer customers in the Township, Mount
Penn Borough, St. Lawrence Borough, a portion of Exeter Township and the City of Reading.



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

B.

Jointly Governed Organizations - continued

Central Berks Regional Police Commission

The Township, in conjunction with Mount Penn Borough, has created the Central Berks Regional Police
Commission (the “Commission”). The Commission’s board is composed of two representatives and one
alternate from each municipality. The primary purpose of the Commission is to manage police business and
activities of the Central Berks Regional Police. See Note 8 for further details of the agreement.

Basis of Presentation - Government-Wide Financial Statements

The statement of net position and the statement of activities display information about the reporting
government as a whole within the limitations of the modified cash basis of accounting. They include all
funds of the reporting entity except for fiduciary funds, which are reported only in the fund financial
statements. The government-wide statements include separate columns and distinguish between the
governmental and business-type activities. Governmental activities generally are financed through taxes,
intergovernmental receipts, and other nonexchange receipts. Business-type activities are financed, in whole
or part, by fees charged to external parties for goods or services. The Township presently does not have any
business-type activities.

The statement of activities demonstrates the level to which the direct expenses of a given function of the
Township are offset by the program revenues related to that function. Direct expenses are those that are
directly related to and clearly identified with a function. Program revenues include charges to customers or
others who purchase, use, or directly benefit from services or goods provided by a given function or grants
and contributions that are restricted to meet the operational or capital requirements of a function. Taxes
and other items not includable in program revenues are reported as general revenues.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are the transfers between governmental funds and business-
type and fiduciary funds. Elimination of these contributions would distort the direct costs and program
revenues reported for the various functions concerned.

10



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

D. Basis of Presentation - Fund Financial Statements

The fund financial statements provide information about the government’s funds, including its fiduciary
funds. Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds. The emphasis of fund financial statements is on major governmental and enterprise funds, each
displayed in a separate column. All remaining governmental funds are aggregated and reported as
nonmajor funds. Major individual governmental and enterprise funds are reported as separate columns in
the fund financial statements. The Township presently has no enterprise funds.

The Township Reports the Following Major Governmental Fund:

General Fund - This fund is established to account for resources devoted to financing the general
services that the Township performs for its citizens. General tax receipts and other sources of receipts
used to finance the fundamental operations of the Township are included in this fund. The fund is
charged with all costs of operating the government for which a separate fund has not been established.

The Township also Reports the Following Nonmajor Governmental Funds:

Special Revenue Funds - These funds are established to account for the cash receipts of specific sources
other than expendable trusts or major capital projects that are legally restricted to disbursements for
specified purposes. The Township’s special revenue funds include the following, all of which are
reported as nonmajor governmental funds:

e Fire Tax Fund - This fund is used to account for the receipts generated from the .25 mill
assessment received from Township residents for the purpose of providing fire protection
support throughout the Township.

e State Highway Aid Fund - This fund is used to account for the proceeds from the State Motor
License Fund. Under the act of June 1, 1956, P.L. 1944, No. 145, this fund must be kept separate
from all other funds and no other funds shall be commingled with this fund. Disbursements are
legally restricted to disbursements for highway purposes in accordance with Department of
Transportation regulations. County liquid fuels tax payments to the local government are not
accounted for in this fund.

11



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

D. Basis of Presentation - Fund Financial Statements - continued
Additionally, the Township Reports the Following Fund Types:

Fiduciary Funds - The Township’s fiduciary funds are trust funds. Trust funds are used to account for
assets held by the Township under a trust agreement for individuals, private organizations, or other
governments and therefore, are not available to support the Township’s own programs. The Township’s
two trust funds are the Lower Alsace Township Nonuniformed Pension Fund and the Lower Alsace
Township Non-Uniform DC Plan - both of which were established to provide retirement benefits to
Township employees.

During the course of operations, the government has activity between funds for various purposes. Any
residual balances outstanding at year-end are reported as interfund receivables and payables. While these
balances are reported in fund financial statements, certain eliminations are made in the preparation of the
government-wide financial statements. Balances between the funds included in governmental activities are
eliminated so that only the net amount is included as internal balances in the governmental activities
column. Similarly, balances between the funds included in business-type activities (i.e., the enterprise
funds) are eliminated so that only the net amount is included as internal balances in the business-type
activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial statements these amounts are reported at gross amounts as transfers infout. While reported in
fund financial statements, certain eliminations are made in the preparation of the government-wide
financial statements. Transfers between the funds included in governmental activities are eliminated so
that only the net amount is included as transfers in the governmental activities column. Similarly, balances
between the funds included in business-type activities are eliminated so that only the net amount is
included as transfers in the business-type activities column.

E. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe what transactions or events are recorded within the various
financial statements. Basis of accounting refers to when and how transactions or events are recorded,
regardless of the measurement focus applied.

1. Measurement Focus
In the government-wide statement of net position and statement of activities, governmental activities
are presented using the economic resources measurement focus, within the limitations of the modified
cash basis of accounting.

12



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

E.

Measurement Focus and Basis of Accounting - continued

Measurement Focus - continued

In the fund financial statements, the current financial resources measurement focus or the economic
resources measurement focus, as applied to the modified cash basis of accounting, is used as
appropriate:

e All government funds utilize the current financial resources measurement focus within the
limitations of the modified cash basis of accounting. Their operating statements present sources
and uses of available spendable financial resources during a given period. These funds use net
position/fund balance as their measure of available spendable financial resources at the end of
the period.

e The fiduciary funds utilize an economic resources measurement focus within the limitations of the
modified cash basis of accounting. All assets and liabilities (whether current or noncurrent or
financial or nonfinancial) associated with their activities are generally reported within the
limitations of the modified cash basis of accounting.

Basis of Accounting

The financial statements are presented on a modified cash basis of accounting, which is a basis of
accounting other than GAAP as established by GASB. The modified cash basis of accounting involves
modifications to the cash basis of accounting to report in the statement of net position or balance sheet
cash transactions or events that provide a benefit or result in an obligation that covers a period greater
than the period in which the cash transaction or event occurred. Such reported balances include
investments, interfund receivables and payables, payroll taxes and withholdings, and developer escrows
arising from cash transactions or events.

This modified cash basis of accounting differs from GAAP primarily because certain assets and their
related revenues (such as accounts receivable and revenue for billed or provided services not yet
collected and other accrued revenue and receivables) and certain liabilities and their related expenses
or expenditures (such as accounts payable and expenses for goods or services received but not yet paid
and other accrued expenses and liabilities) are not recorded in these financial statements. In addition,
other economic assets, deferred outflows, liabilities, and deferred inflows that do not arise from cash
transactions or events are not reported, and the measurement of reported assets and liabilities does not
involve adjustment to fair value, except investments which are reported at fair value.

If the Township utilized the basis of accounting recognized as generally accepted in the United States,
the fund financial statements for governmental funds would use the modified accrual basis of
accounting, and the fund financial statements for the fiduciary fund types would use the accrual basis of
accounting. All government-wide financial statements would be presented on the accrual basis of
accounting.

13



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

F.

Financial Position

Cash and Investments
Investments are carried at fair value (generally based on quoted market prices) and include unrealized
gains and losses.

Capital Assets

In the government-wide and fund financial statements, capital assets arising from cash transactions are
recorded as capital outlay expenditures (expenses) upon acquisition. Proceeds from the sale of capital
assets are reported as other financing sources in the fund financial statements, and are netted against
capital outlay expenditures (expenses) in the government-wide financial statements.

Long-Term Debt

Debt proceeds are reported as other financing sources in the fund financial statements and as general
revenues in the government-wide financial statements. Payment of principal and interest is reported as
expenditures (expenses).

Net Position/Fund Balance Classifications

Government-Wide Statements
Net Position is classified and displayed in two components:

Restricted - This category presents external restrictions imposed by creditors, grantors, contributors
or laws or regulations of other governments and restrictions imposed by law through constitutional
provisions or enabling legislation.

Unrestricted - This category represents net positions of the Township, which are not restricted for
any project or other purpose.

Flow Assumption - When both restricted and unrestricted resources are available for use, it is the
Township’s policy to use restricted resources first, then unrestricted resources as they are needed.

14



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

F.

Financial Position - continued

4. Net Position/Fund Balance Classifications - continued

Governmental Fund Financial Statements

In the governmental fund financial statements, fund balances are classified as follows:

Nonspendable - Amounts that cannot be spent because they are not in spendable form, or legally or
contractually required to be maintained intact.

Restricted - Amounts that can be spent only for the specific purposes stipulated by external resource
providers such as grantors or enabling legislation. Restrictions may be changed or lifted only with
the consent of the resource providers.

Committed - Amounts that can be used only for a specific purpose determined by a formal action of
the Township’s board of supervisors; the government’s highest level of decision-making authority.
The formal action (resolution) to commit fund balance to a specific purpose must occur prior to the
end of the reporting period, but the amount which will be subject to the constraint may be
determined in the subsequent period. Committed funds may only be changed or lifted by the same
formal action taken to commit them.

Assigned - Amounts that the Township intends to use for a specific purpose. Assignments of fund
balance are made by the Township’s board of supervisors.

Unassigned - Amounts that are not included within any other classification noted. Unassigned
amounts are the portion of fund balance not obligated or specifically designated and is available for
any purpose.

Spending Policy
The Township does not have a formal fund balance policy regarding the use of restricted resources;

therefore, the default policy from the governmental accounting standards will be used. Any
disbursement incurred for a purpose in which restricted and unrestricted fund balance amounts are
available are satisfied through restricted fund balance amounts before unrestricted fund balance
amounts. When an expenditure is incurred for a purpose in which unrestricted fund balance amounts
are available under committed, assigned, or unassigned fund balances, the fund balance is consumed as
follows: committed, assigned, and unassigned.

Minimum Fund Balance Policy
The Township has no formal minimum fund balance policies or any formal stabilization arrangements in
place.

15



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

G. Revenues, Expenditures, and Expenses

1.

Program Revenues

In the statement of activities, revenues that are derived directly from each activity or from parties
outside the Township’s taxpayers are reported as program receipts. The Township has the following
program receipts in each activity:

General Government - Charges for services include receipts for licenses and permits; operating
grants include revenues for general governmental expenditures.

Public Safety - Charges for services include receipts for fines and permits; operating grants include
foreign fire insurance tax distribution from the Commonwealth of Pennsylvania.

Public Works: Highways and Streets - Charges for services include receipts for mowing and plowing
contracts; operating grants include recycling grants received.

Culture and Recreation - Charges for services include receipts for a park planning; operating grants
include a recreational grant from the Commonwealth of Pennsylvania and reimbursement for
recreation planning expenses from other municipal agencies.

Other - Includes general municipal pension system state aid from the Commonwealth of
Pennsylvania.

Debt Service - Operating grants include proceeds from the State Motor License Fund through the
Commonwealth of Pennsylvania.

All other governmental revenues are reported as general revenue. All taxes are classified as general
revenues even if restricted for a specific purpose.

Property Taxes

The Township is permitted by state law to levy taxes up to 14 mills of assessed valuation for general
purposes. State law also permits additional millage to be levied for specific purposes as defined in the
law. Property taxes are levied on March 1 and are payable on or before June 30. The tax levy ordinance
for the 2015 calendar year levied taxes on March 1, 2015 at 6.93 mills for general purposes and a fire tax
of .25 mills for a total of 7.18 mills. Taxes paid prior to April 30 are payable at a two percent discount,
and taxes paid after June 30 are assessed at a ten percent penalty. Taxes not paid as of January 15 are
considered delinquent and are turned over to the Berks County Tax Claim Bureau for collection. The
taxes are levied based on assessed values on property. Assessed values are an approximation of market
value.

Compensated Absences
Compensated absences for vacation and sick leave are recorded when paid.

16



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

H. Use of Estimates
The preparation of the financial statements in conformity with the modified cash basis of accounting

requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Data

The Township adopts an annual operating budget, which can be amended by the supervisors throughout the
year. Formal budgetary accounting is employed as a management control for all funds of the Township;
however, budgets are adopted only for the general fund, state liquid fuels fund, and proprietary fund. For each
of the funds for which a formal budget is adopted, the same basis of accounting is used to reflect revenue and
expenditures (expenses) recognized on the modified cash basis. For this reason, no reconciliation will be needed
between budgeted and actual amounts.

Excess of Expenditures over Appropriations

For the year ended December 31, 2015, expenditures exceeded appropriations in the general operating fund.
The excess expenditures were satisfied by the use of unassigned fund balance.

NOTE 3 - CASH AND INVESTMENTS

The components of cash and investments as presented on the various statements of assets, liabilities, and fund
equity are as follows at December 31, 2015:

Deposits S 1,015,463
Pension investments 1,332,410
S 2,347,873

17



LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 3 - CASH AND INVESTMENTS - CONTINUED

Cash

Custodial Credit Risk - Deposit

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits may not be
returned to it. The Township does not have a policy for custodial credit risk. As of December 31, 2015, the
carrying amount of the Township’s deposits was $1,015,463 and the bank balance was $1,038,814. Of the
balance, $273,105 was covered by federal depository insurance and $765,709 was exposed to custodial credit
risk because the related collateral is held by the pledging bank’s trust department and not in the Township’s
name, but was covered by collateralization requirements in accordance with Act 72.

Investments
Under Section 3204.1 of the Township Code, the Township is permitted to invest funds in the following types of
investments:

Obligations of (a) the United States of America or any of its agencies or instrumentalities backed by the full
faith and credit of the United States of America, (b) the Commonwealth of Pennsylvania or any of its agencies
or instrumentalities backed by the full faith and credit of the commonwealth, or (c) any political subdivision
of the Commonwealth of Pennsylvania or any of its agencies or instrumentalities backed by the full faith and
credit of the political subdivision.

Deposits in savings accounts, time deposits, or share accounts of institutions insured by the Federal Deposit
Insurance Corporation to the extent that such accounts are so insured and, for any amounts above the
insured maximum, provided that approved collateral as provided by law, therefore, shall be pledged by the
depository.

Pension Trust Fund

The pension trust funds’ investments are held separately from those of other Township funds. Assets in the
pension trust funds are stated at fair value. Any premiums or discounts are recognized as a gain or loss upon
disposition.

As of December 31, 2015, the Township had the following pension investments:

Pension Investments:

Domestic Equity S 690,746
Corporate Fixed Income 98,034
Mutual Funds 480,785
Other instruments 62,845

Total Pension Investments S 1,332,410
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LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 3 - CASH AND INVESTMENTS - CONTINUED

Interest Rate Risk
The Township does not have a formal investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk
The Township does not have an investment policy that would limit its investment choices to certain credit
ratings.

Concentration of Credit Risk
The Township places no limit on the amount that may be invested in any one issuer.

Custodial Credit Risk - Investment

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the
Township will not be able to recover the value of its investments or collateral security that are in the possession
of an outside party. Of the investments held, the Township has a custodial credit risk exposure of $1,354,658
because the related securities are uninsured, unregistered and held by the broker or dealer, or by its trust
department or agency, but not in the government’s name.

NOTE 4 - LONG-TERM DEBT

The Township has the following long-term debt outstanding at December 31, 2015:

General Obligation Notes - Series of 2013

On April 15, 2013, the Township was approved for General Obligation Note, Series of
2013 in the amount of $1,980,000. Principal payments are due annually on
November 1st of each year beginning on November 1, 2013, while interest is due semi-
annually on May 1st and November 1st of each year. Final payment of outstanding
principal and accrued interest is due on November 1, 2037. The note bears interest at
2.5% through May 1, 2020 at which point it will be reset at 67% of the sum of LIBOR rate
plus 150 basis points, but in no event less than 2.45% or more than 5.25% through the
remaining life of the note. The note was used to refinance the outstanding principal of
the General Obligation Notes of 2003 and 2007. Present value savings from the
refinancing was approximately $115,000. S 1,742,000
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LOWER ALSACE TOWNSHIP

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 4 - LONG-TERM DEBT - CONTINUED

Infrastructure Bank Loan of 2014

In August 2014, the Township entered into the infrastructure bank loan of 2014 with the
Commonwealth of Pennsylvania, Department of Transportation in the amount of
$600,000. Principal and interest payments are due annually on July 18" of each year
beginning on July 18, 2015. The note bears interest at 1.625% through maturity on
July 18, 2024. The note is secured through future Township liquid fuels tax allocations.
Proceeds from the note will be used for infrastructure improvements.

Infrastructure Bank Loan of 2014 - Equipment Loan

In July 2014, the Township entered into the infrastructure bank loan of 2014 - equipment
loan with the Commonwealth of Pennsylvania, Department of Transportation in the
amount of $55,000. Principal and interest payments are due annually on July 15" of
each year beginning on July 15, 2015. The note bears interest at 1.62% through maturity
on July 15, 2019. The note is secured through future Township liquid fuels tax
allocations. Proceeds from the note were used for purchase of capital assets.

Infrastructure Bank Loan of 2011

In September 2011, the Township entered into the infrastructure bank loan of 2011 with
the Commonwealth of Pennsylvania, Department of Transportation in the amount of
$500,000. Principal and interest payments are due annually on September 15 of each
year beginning on September 15, 2012. The note bears interest at 1.625% through
maturity on September 15, 2021. The note is secured through future Township liquid
fuels tax allocations. Proceeds from the note were used for infrastructure
improvements.

Infrastructure Bank Loan of 2009

In September 2009, the Township entered into the infrastructure bank loan of 2009 with
the Commonwealth of Pennsylvania, Department of Transportation in the amount of
$1,050,000. Principal and interest payments are due annually on November 18" of each
year beginning on November 18, 2010. The note bears interest at 1.625% through
maturity on November 18, 2019. The note is secured through future Township liquid
fuels tax allocations. Proceeds from the note were used for infrastructure
improvements.

Total long-term debt

543,972

44,352

309,614

440,408

$ 3,080,346
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LOWER ALSACE TOWNSHIP

NOTES TO BASIC FINANCIAL STATEMENTS

2016
2017
2018
2019
2020
2021 -
2026 -
2031 -
2036 -

2025
2030
2035
2037

December 31, 2015
NOTE 4 - LONG-TERM DEBT - CONTINUED
Maturities of long-term debt are as follows:
General Infrastructure
Obligation Infrastructure Bank Loan of Infrastructure Infrastructure
Notes - Series Bank Loan of 2014 - Bank Loan of Bank Loan of Total Long-
of 2013 2014 Equipment 2011 2009 Term Debt Interest
113,000 S 56,648 S 10,821 S 49,546 S 107,454 S 337,469 § 65,303
111,000 57,568 10,997 50,351 109,201 339,117 58,831
118,000 58,504 11,176 51,168 110,975 349,823 52,348
122,000 59,455 11,358 52,000 112,778 357,591 45,631
109,000 60,421 - 52,845 - 222,266 38,433
339,000 251,376 53,704 - 644,080 133,875
287,000 - - - 287,000 88,323
370,000 - - 370,000 49,367
173,000 - - 173,000 6,379
1,742,000 S 543,972 S 44,352 S 309,614 $ 440,408 S 3,080,346 S 538,490

Interest expense commitments disclosed above for the General Obligation Notes - Series of 2013 are calculated
using the fixed rate of 2.5 percent through May 1, 2020, and the interest rate floor of 2.45 percent through
maturity.

Funds to pay outstanding long-term debt will be provided by future tax revenues, liquid fuel tax allocations, and
other general revenue. Total interest expense during the year ended December 31, 2015 was $71,901.

The following is a summary of the Township’s long-term debt transactions for the year:

General Obligation Notes, 2013

Infrastructure Bank Loans

Balance Balance Due within
01/1/2015 Additions Deductions 12/31/2015 one year
S 1,852,000 S - S 110,000 $§ 1,742,000 $ 113,000

1,559,512 - 221,166 1,338,346 224,469
S 3,411,512 S - S 331,166 S 3,080,346 S 337,469
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LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 5 - LOWER ALSACE TOWNSHIP PENSION PLAN

Lower Alsace Township administers and contributes to one single-employer defined benefit plan - Lower Alsace
Township Nonuniformed Pension Plan, and one single-employer defined contribution plan - Lower Alsace
Township Non-Uniform DC Plan. The assets of the Plans are invested separately and may be used only for
payment of benefits to the members of the Plan in accordance with the terms of the Plans.

Defined Benefit Plan

Plan Description

The Lower Alsace Township Nonuniformed Pension Plan (“the Plan”) provides retirement, disability, and death
benefits to plan members and beneficiaries. The Plan is governed by the Lower Alsace Township, which is
responsible for the management of plan assets. The Plan is considered part of the Township's financial
reporting entity and is included in the Township's financial statements as a pension trust fund.

Funding Policy

The contribution requirements of plan members and the Township are established and may be amended by the
Township board of supervisors. For the year ended December 31, 2015, active members contributed five
percent of total compensation to the plan. The contributions required of the Township are based on actuarial
valuation and are expressed as a percentage of annual covered payroll during the period for which the amount
is determined. For the fiscal year ended December 31, 2015, the rate of Township contributions for the Plan
was 16.49 percent. The Township’s contributions to the Plan for the years ended December 31, 2015, 2014, and
2013 were $88,941, $93,024, and $86,510, respectively, which are equal to the required contribution for each
year.

Defined Contribution Plan

Plan Description

The Lower Alsace Non-Uniform DC Plan (“the Plan”) is a single-employer defined contribution plan that covers
all full-time, nonuniformed employees of the Lower Alsace Township hired after the Plan adoption resolution
approved on January 28, 2015. The Plan is governed by the Township board of supervisors who are responsible
for the management of Plan assets. The Township board of supervisors has delegated the authority to manage
certain Plan assets to the Morgan Stanley Smith Barney LLC. The Plan provides for retirement, disability, and
death benefits. The Plan is considered part of the Township’s financial reporting entity and is included in the
Township’s fiduciary fund financial statements as a Pension Trust Fund.

Funding Policy

The contribution requirements of plan members and the Township are based on the plan document which has a
stated rate for the Township of eight percent of employee compensation as of December 31, 2015. The
Township’s contribution to the Nonuniformed DC Plan for the year ended December 31, 2015 was $2,988.
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LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 6 - RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts; theft of damage to and destruction of assets;
errors and omissions; injuries to employees and natural disasters. Significant losses are covered by commercial
insurance for all areas for which the Township retains risk of loss. There were no reductions in insurance
coverages for the 2015 year and settlement amounts have not exceeded insurance coverage for the current year
or the three prior years.

NOTE 7 - INTERMUNICIPAL AGREEMENTS

County of Berks Public Safety Radio System Loans

During 2012, the Township entered into interest free lease agreements with the County of Berks, Pennsylvania,
for public safety system hardware and accessory hardware on behalf of the Community Volunteer Fire Company
of Lower Alsace Township and Lower Alsace Ambulance Association. Annual payments of $41,440 will be made
beginning June 1, 2013 through 2019. The annual payments consist of $11,459 for the Community Volunteer
Fire Company of Lower Alsace Township and $1,874 for Lower Alsace Ambulance Association.

Annual payments for all leases for the year ended December 31, 2015 was $13,333.

The future minimum lease payments are as follows at December 31:

2016 $ 13,333
2017 13,333
2018 13,333
2019 13,333

S 53,332

Lower Alsace Ambulance Association Ambulance Loan

During 2015, the Township entered into a loan agreement with Lower Alsace Volunteer Ambulance Association
in the amount of $66,562. Under the agreement, payments of $3,782, which includes principal and interest
accrued at 2.5 percent, are payable to the Township semi-annually. Payments to the Township commence
October 1, 2015 with all unpaid principal and interest being due March 1, 2025. Proceeds from the loan were
used to purchase an advanced life support ambulance which is the Township’s security for the loan.

Total principal and interest payments received on the loan for the year ended December 31, 2015 were $3,782,
which includes principal of $2,950 and interest of $832.
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LOWER ALSACE TOWNSHIP
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2015

NOTE 7 - INTERMUNICIPAL AGREEMENTS - CONTINUED

The future loan payments are as follows at December 31:

Principal Interest Total
2016 S 6,011 $ 1,553 S 7,564
2017 6,162 1,402 7,564
2018 6,317 1,247 7,564
2019 6,476 1,088 7,564
2020 6,639 925 7,564
2021 - 2025 32,007 2,033 34,040

$ 63,612 S 8,248 S 71,860

NOTE 8 - INTERGOVERNMANTAL COOPERATION AGREEMENT

Central Berks Regional Police Commission

The Township receives police services from the Central Berks Regional Police (“Police”), which is governed by
the Central Berks Regional Police Commission (“Commission”). The operating budget for the Police is approved
by the Commission and is funded equally by the participating municipalities; Lower Alsace Township and Mount
Penn Borough. The intergovernmental agreement for the Commission is renewed annually and participating
municipalities are required to give a one-year notice in writing to withdraw. In 2015, the Township’s cost for
police services was $847,906.

NOTE 9 - FUND BALANCE

Fund balance classifications of the Township for the year ended December 31, 2015 were as follows:

General Fund

The general fund has restricted funds of $5,315 consisting of undistributed fire hydrant maintenance
assessments; assigned funds of $545,733 consisting of $25,000 for future recreation grants and $520,733 to
balance the 2016 budget deficit; and unassigned funds of $408,104.

Nonmajor Funds

The nonmajor special revenue funds have restricted funds of $25,232 consisting of $419 in unspent highway
state aid funds and $24,813 in undistributed fire protection service assessments.
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LOWER ALSACE TOWNSHIP

COMBINING BALANCE SHEET - MODIFIED CASH BASIS -

NONMAIJOR GOVERNMENTAL FUNDS

December 31, 2015

ASSETS
Cash and investments

FUND BALANCES
Restricted

TOTAL ASSETS

TOTAL FUND BALANCES

State
Highway
Fire Tax Aid Totals
S 24,813 419 25,232
S 24,813 419 25,232
S 24,813 419 25,232
S 24,813 419 25,232
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LOWER ALSACE TOWNSHIP

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
MODIFIED CASH BASIS - NONMAJOR GOVERNMENTAL FUNDS

December 31, 2015
State
Fire Highway
Tax Aid Totals
REVENUES
Real estate taxes S 39,755 - S 39,755
Interest and rent 40 119 159
Intergovernmental - 129,251 129,251
TOTAL REVENUES 39,795 129,370 169,165
EXPENDITURES
Public Safety - fire 35,298 - 35,298
Debt Service - 142,564 142,564
TOTAL EXPENDITURES 35,298 142,564 177,862
NET CHANGE IN FUND BALANCES 4,497 (13,194) (8,697)
FUND BALANCES - BEGINNING 20,316 13,613 33,929
FUND BALANCES - ENDING S 24,813 419 S 25,232
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LOWER ALSACE TOWNSHIP

COMBINING STATEMENT OF NET POSITION - MODIFIED CASH BASIS - FIDUCIARY FUNDS

December 31, 2015

Total
Defined Defined Pension
Benefit Contribution Trust
Plan Fund Plan fund Funds
ASSETS
Cash S 29,245 S - S 29,245
Investments 1,327,968 4,442 1,332,410
TOTAL ASSETS 1,357,213 4,442 1,361,655
NET POSITION - held in trust for pension benefits S 1,357,213 S 4,442 S 1,361,655
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LOWER ALSACE TOWNSHIP

COMBINING STATEMENT OF CHANGES IN NET POSITION -
MODIFIED CASH BASIS - FIDUCIARY FUNDS

Year Ended December 31, 2015

Total
Defined Defined Pension
Benefit Contribution Trust
Plan Fund Plan fund Funds
ADDITIONS
Contributions:
Township and commonwealth S 88,941 S 2,988 S 91,929
Employees 11,156 1,494 12,650
Investment income (loss) (84,162) - (84,162)
TOTAL ADDITIONS 15,935 4,482 20,417
DEDUCTIONS
Benefit payments 115,123 - 115,123
Administrative expenses 22,029 40 22,069
TOTAL DEDUCTIONS 137,152 40 137,192
CHANGE IN NET POSITION (121,217) 4,442 (116,775)
TOTAL NET POSITION - BEGINNING 1,478,430 - 1,478,430
TOTAL NET POSITION - ENDING S 1,357,213 S 4,442 S 1,361,655
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LOWER ALSACE TOWNSHIP

BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND - MODIFIED CASH BASIS

UNAUDITED

Year Ended December 31, 2015

Revenues:
Real estate taxes
Earned income taxes
Other taxes
Licenses, permits, and fines
Interest and rent
Intergovernmental
Charges for services
Other

TOTAL REVENUES
Expenditures:
Current:
General government
Public safety:
Police
Fire
Ambulance
Other (planning, zoning)
Health and human services
Public works - highways and streets
Culture and recreation
Other (employer benefits, insurance)
Debt service

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES
Proceeds from long-term debt

NET CHANGE IN FUND BALANCE

FUND BALANCE - BEGINNING

FUND BALANCE - ENDING

* QOriginal and Final Budget are the same.

*

Budget Actual Variance
1,164,333 1,146,036 S (18,297)
480,000 475,264 (4,736)
79,530 80,738 1,208
99,658 103,908 4,250
8,981 8,257 (724)
114,455 106,887 (7,568)
51,371 109,003 57,632
8,000 17,468 9,468
2,006,328 2,047,561 41,233
230,552 256,514 (25,962)
846,432 849,156 (2,724)
58,150 53,546 4,604
27,952 106,388 (78,436)
148,082 120,691 27,391
11,507 12,303 (796)
620,884 716,312 (95,428)
29,000 4,425 24,575
255,732 286,384 (30,652)
277,951 260,503 17,448
2,506,242 2,666,222 (159,980)
(499,914) (618,661) (118,747)
363,985 - 363,985
(135,929) (618,661) S 245,238

1,577,813

959,152
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LOWER ALSACE TOWNSHIP

LOWER ALSACE TOWNSHIP NONUNIFORMED PENSION PLAN
SCHEDULE OF FUNDING PROGRESS AND EMPLOYER AND OTHER PARTY CONTRIBUTIONS

UNAUDITED
SCHEDULE OF FUNDING PROGRESS*
UAALas a
Unfunded Percentage
Actuarial Actuarial Actuarial AAL Funded of Covered
Valuation Value Accrued (UAAL) Ratio Covered Payroll
Date of Assets (a) Liability (AAL)(b) (b-a) (a/b) Payroll (c) ((b-a)/c)
01/01/15 $ 1,478,430 S 1,762,599 $ 284,169 83.9% $ 238,555 119.1%
01/01/13 1,211,292 1,631,515 420,233 74.2% 273,886 153.4%
01/01/11 1,125,084 1,566,305 441,221 71.8% 233,570 188.9%

NOTE: For the 1/1/15 actuarial valuation, the interest rate assumption decreased from 8.00% to 7.75% and the salary projection
assumption decreased from 5.00% to 4.75%, which resulted in an additional liability of $36,859 .

SCHEDULE OF EMPLOYER AND OTHER PARTY CONTRIBUTIONS*

Annual

Required Percentage

Fiscal Year Contribution Contributed
2015 S 100,096 100%
2014 106,140 100%
2013 94,327 100%
2012 80,432 100%
2011 76,108 100%
2010 57,345 100%

* Schedules prepared in accordance with PA Act 205

30



