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Independent Auditors’ Report

Board of Directors
Chalfont-New Britain Township
Joint Sewage Authority

Report on the Financial Statements

We have audited the accompanying financial statements of the business type activities of
Chalfont-New Britain Township Joint Sewage Authority, Bucks County, Pennsylvania, as of and
for the year ended May 31, 2018, as listed in the table of contents, and the related notes to the
financial statements.

Maragement's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of intermal control relevant to the
preparation and fair presentation of linancial stalements that are free from matenal misstatement,
whether due to fraud or error.

Aunditors " Responsibilicy

Our responsibility is 1o express opinions on these financial statements based on our audit, We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of 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 auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or ermmor. In making those risk assessments, the auditor
considers intemal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained i3 sufficient and appropriate to provide a
basis for our audit opinions.



(dpinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities of Chalfont-New Britain
Township Joint Sewage Authority as of May 31, 2018, and the respective changes in financial
position and cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Oifver Matters

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and historical trend information on pages 5 through 11
and 30 be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, 15 required by the Govemmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management aboul the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Chther Informartion

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Chalfont-New Britain Township Joint Sewage Authority's, financial
statements as a whole. The accompanying financial information listed as supplemental
schedules-operating expenses and general and administrative expenses, is presenied for purposes
of additional analysis and is not a required part of the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including companng and reconciling such information directly o
the underlying accounting and other records used to prepare the financial statements or to the
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 financial statements as a whole.

Report on Summarized Comparative Information

We have previously audited the Chalfont-New Britain Township Joint Sewage Authority's 2017
financial statements, and our report dated November &, 2017, expressed an unmodified opinion
on those audited financial statements. In our opinion, the summarized comparative information
presented herein as of and for the year ended May 31, 2017, is consistent, in all material respects,
with the audited financial statements from which it has been derived.

Bur, bugrul- .

Bee, Bergvall and Company, P.C.
Certified Public Accountants
Warrington, PA
October 15, 2018



CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Managmem’s nscussion and Analysis
May 31, 2018

This Management Discussion and Analysis (MD&A) is a brief overview of the financial
condition of the Chalfont-New Britain Township Joint Sewage Authority (The Authority) as of
May 31, 2018. We have attempted to provide this information in a format easily read and
understood by the general public.

The annual Financial Report is comprised of two components: the MD&A and the Financial
Statements, including the Auditor's Report and notes. The Authority's audited Financial
Statemnents for Fiscal Year ended May 31, 2018 (FY 2018) are attached.

The Financial Statements are prepared in conformity with the US. Generally Accepted
Accounting Principles (GAAP) with the excepiion of the Statement of Revenues and Expenses
Compared to Budget, which 15 prepared on a cash basis as opposed 1o an accrual basis. The
Authority operates on a cash basis throughout the year converting to an accrual basis for the
purpose of the annual financial audit and subsequent reporting, except as noted above.

In this MD&A, Revenues and Expenses for FY 2018, compared to those for fiscal year ended
May 31, 20017 (FY 2017), are reported on the accrual basis, as in the Financial Staternents.
Revenues and Expenses for FY 2018 compared 10 budget for FY 2018 are reported on the cash
basis.

The following are general accounting terms used throughout this document:

Accrual Basis: A method of accounting that recognizes revenue when earned, rather than when
collected and expenses when incurred, rather than when paid.

Assets: Items of value owned by the Authority.
Capital Assets: Items owned by the Authority that are considered a major purchase and play an
important role in the operations of the wastewater treatment facilities. They are reported at the

cost of the capitalized item less accumulated depreciation.

Cash Basis: A method of accounting by which revenues and expenditures are recorded when
they are received and paid.

Current Assets: llems owned by the Authority that can reasonably be expecied 1o be converted
into cash or used in operations within a year.

Depreciation: An allowance made for wear and tear on an asset over its estimated useful life.

Liabilities: Debts or obligations owed by the Authority payable in money, goods, or services.



CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Management's Discussion and Analysis
May 31,2018

Retained Eamnings: Accumulated undistributed eamings of an entity retained for future needs.

Restricted Assets: Cash or items owned by the Authority whose use is restricted for a specific
purpose.

This MD&A is a part of, and to be used in conjunction with, the Chalfont-New Britain Township
Joint Sewage Authonty Financial Statements as of May 31, 2018, Questions concerning any
information contained in this report or requests for additional information should be addressed to
the Executive Director, Chalfont-New Britain Township Joint Sewage Authority, 1645 Upper
State Road, Doylestown, Pennsylvania 18901-2624.

STATEMENTS OF NET POSITION (pages 12 and |3 of the Financial Statements)

The Statements of Net Position provides information on all of the Auwthority's assets and
liabilities, with the difference between the two being reported as Net Position. Changes in Net
Position throughout the years are an indicator of the health of the Authority’s financial position.

The following table summarizes the financial position of the Authority as of May 31, 2018 and
2017

2018 2017
Agsels
Current Assets T.861,909 B.35T RB4s
Current Resiricted Assets 304,796 125,084
Capital Assets 41,528,734 40,567,023
Total As=ers 4% 695 4349 49 049 953
Liabilities
Pavable from Current Assets 1,023,447 1,037,350
Payable from Restricied Assets 304,790 125,084
Long Term Liabilities 6,231,142 6,977,273
Total Liabilities 7,559 385 8,139,707
Met Position
Met Investment in Capital Assets 34,640,768 32,940,813
Unrestriced 7,495 286 7969 432
Total Met Position 42,136,054 40,910,245
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STATEMENTS OF NET POSITION (Continued)

Total Assets of the Authority, as of May 31, 2018, were about $49.7 million, an increase of over
3.6 million from FY 2017, Of the Total Assets, about $7.9 million, about 16% are in Current
Assets. Current Assets decreased 6% from FY 2017, Current Assets are general funds held in
“Time Open” investments at Univest Bank and in Term and CD programs at Pennsylvania Local
Government Investment Trust (PLGIT). Capital Assets of about $41.5 million increased by about
5962 thousand from FY 2017 due to completion and capitalization of the Phase [1I treatment
plant expansion and upgrade construction project. Approximately $305 thousand were in
Current Restricted Assets. Current Restricted Assets are escrow accounts held by the Authority
on behalf of developers to ensure the proper construction of sewer systems in new residential and
commercial developmenis.

Total Liabilities of the Authority as of May 31, 2018, were approximately $7.6 million, a 7.1%
decrease from FY 2017. Long Term Liabilities of about $6.2 million (82% of the total)
decreased about 10.7% from FY 2017, and is related to the Series 2016 Construction Loan for
the current treatment plant construction project. See Note 10 of the Financial Statements for
further description of Construction Loan activities. As of May 31, 2018 the outstanding
principal on the Series 2017 Loan is approximately $6.9 million. OFf the Total Liabilities, about
31.0 million (14%) were Current, Payable from Current Assets. Approximately $305 thousand
{4%) were Payable from Restricted Assets, which are the developer escrow accounts held by the
Authority. Long Tenm Liabilities also include employee-related Compensated Absences of
approximately $96 thousand.

Total Net Position of the Authority, as of May 31, 2018 is approximately $42 million with $34.7
million (82%) as Net Investment in Capital Assets, and approximately $7.5 million (18%) in
Unrestricted Assets. Total Net Position increased approximately 3% from FY 2017,
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Management's Discussion and Analvsis

May 31, 2018

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
(page 14)

The Statement of Revenues, Expenses and Changes in Net Position summarizes the net position
of the Authority as of May 31, 2018 and provides a comparison to FY 2017,

2018 2017
Chperating Rovenuos
Sewer Remials 5 2ATRIS4 5 2492372
Cyperating Paymient 1,003, 5400 1 FRE.51 3
Melimcellnnecis . 40520 R
Totul Operating Revenscs R 06, BT X600, T
Operating Expenses
Faoility Operating Fxpenses 2054 6210 2,535 a0
Cionoral & Adminisirstive Expenses 931, 10% AR, THA
Compensated Absences t, 560% {5, TTEY
Depreciotion Exponse on Adssels
Helmburded Previowsly by BOWSA, G4 KRR 540,346
Tuaal Operating Fxponags A S90 SR 4009 753
Diperating Incoanae (Loss) L (317, 954)
Mon-Operating Revenuse { Expense) 654,310 2.R57. 505
Caprital Contribuions 1.255. 910 1T 251
Change in Mat Pozition 1,225 RiF . TiF RO2
Ml Position Beginning ol Year A 010 245 IR, 20H1 353
Bl Pasiiion End of Year 5 A2 136084 5 A40910,245

Operating Revenues for FY 2018, reported on the accrual basis, were about $3.9 million, a 6%
ingrease from FY 2017. Approximately $2.5 million (63%) of the Operating Revenues came
from Authority Sewer Rentals, which decreased slightly from FY 2017. Operating Payments
from the Bucks County Water and Sewer Authority (BCWSA) accounted for about $1.0 million
(26%) of the Total Revenues. BCWSA Operating Payments are based on a contractually fixed
percentage of the treatment plant operating costs, and matched the budgeted amount for FY
2018, Miscellaneous income accounted for approximately 3415 thousand, and was higher than
normal due to insurance proceeds which reimbursed Operating Expenses related to damage from
a fire in the Dryer and Centrifuge Buildings in May 2017.

Operating Expenses for FY 2018, reported on the accrual basis, totaled almost $4.6 million, a
15% increase over FY 2017. Facility Operating Expenses of $2.9 million were higher than FY
2017 by 5400 thousand, primarily due to additional operational expenses caused by the
aforementioned building fire, expenses which were reimbursed by the Authority’s insurance
company. Schedule A and Schedule B of the Financial Statements lists the Facility Operating
Expenses, and General and Administrative Expenses respectively,

-§-
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
(Continued)

These Schedules also include Depreciation as attributed to the Authority’s cost of the Capital
Assets. Depreciation Expense on Assets previously reimbursed by BCWSA, listed separately
here and shown in the amount of $699 thousand, is related to the BCWSA's cost share of the
Capital Assels.

Compensated Absences, as a Long Term Liability, increased in FY 2018 by approximately $6
thousand, and is reflected as an Operating Expense.

Non-Operating Income for FY 2018, reported on the accrual basis, totaled about $1 million, most
of which (3822 thousand) came from capital project reimbursements received from the BCWSA
for the current treaiment plant construction project. Interest Income increased somewhat to about
583 thousand due to increasing interest rates. Tapping Fees for new cuslomer connections
accounted for 3107 thousand of the total.

Non-Operating Expenses for FY 2018, reported on the accrual basis, totaled approximately $358
thousand, which were related to interest on the Construction Loan, and replacement of Fixed
Assels,

Income (Loss) Before Contributions in the amount of $(30,101) is the Operating Revenues plus
nei Non-Operating Income/Expense, minus the Operaling Expenses.
[$3,906,970 + §654,310 - 4,591,381 = $(30,101)]

Capital Contributions, in the amount of 31.25 million, are non-cash contributions of capital
assets (assets paid for by a third-party then tumed over to the Authority). Typically they are
new sewer systems constructed in residential and commercial developments that are dedicated 1o
the Authority.

Met Position End of Year, for FY 2018, in the amount of $42,136,054, is calculated as Income
{Loss) Before Contributions plus the Capital Contributions plus the Net Position Beginning of
Year, [(330,101) + 51,255,910 + $40,910,245= 542,136,054]. This figure is considered the true
MNet Worth of the Authority.

STATEMENT OF CASH FLOWS (page 15)

The Statement of Cash Flows for FY 2018 explains the sources and uses of cash throughout the
fiscal year, on a cash basis. Significant changes in Cash Flows, from FY 2017, were primarily
related to reduced Capital Expenditures for the aforementioned treatment plant construction
praject which s nearing completion, and related debt and reimbursement reductions. Net Cash
from Operating Activities decreased by about 18% from FY 2017 to $940 thousand. Other
significant changes in FY 2018 Cash Flows from FY 2017 include Tapping Fees receipts, and
changes in investment activities.

9.
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Management's Discussion and Analysis

1, 2018

NOTES TO FINANCIAL STATEMENTS (pages 16-28)

The Motes to Financial Statements specify significant information about the business of the
Authority.

CAPITAL ASSETS (NOTE 4 / page 22)

The Capital Assets of the Authority at the end of FY 2018 are about $41.5 million (net of
depreciation), an increase of 2% from FY 2017 primarily due to completion and capitalization of
the Phase III construction project. The schedule below summarizes the Capital Assets. More
detailed information can be found on page 22 of the Financial Statements (NOTE 4).

Beginning et Emling
Balance Adclivions Halanes:
il Delciions FIERRAR
Mun-DRepreciable Assels
Laand g T Ser & - 5 T S
Construction in progress 4,950,447 {4050 447 =
Oithicr Cagital Adsels
Plang AIZATIANIT 5040 6310 39 423 248
Egueipaeni 3,235 685 (241,502) 1,984,185
Hurdlory Sewers 7,735,729 - 7. 735,729
Contribuled Sewers 1k W35, 148 1,255 900 15,340 098
Accumulared depreciation an capital anscis (22,67, 143) {12 BRI (25,730,024 )
Totals 3 40507023 5 SE1.TILE % 41,528,734
DEBT

Al the end of FY 2018, the Authority had iotal long-term debt of about $6.9 million. In
November 2013 the Authority obtained a construction loan (Series 2013 Loan) of $10,000,000 to
be used for plant improvement projects and refinancing of prior loans. The remaining principal
of that Loan was paid off in FY 2017. Authority then obtained a new construction loan (Series
2016) with an initial principal amount of $7.99 million. The loan is to be repaid over 10 years
beginning in November 2016 at a fixed interest rate of 1.94%, with monthly paymenis of
$73,304.25,

The following is a summary of the Authority's cutstanding long-term debi as of May 31, 2018:

Wogar ol Aaveguint ol Average Final Fialamcy Frincipal Titerusl Halange

o 5 7.5, D | i 26 §F TARAII0 F - 5 (P3EI44) 5 141,407 5 65670
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Managemenl's Dnscussion and Analysis
May 31, 2018

FINANCIAL OUTLOOK

The Financial Outlook for FY 2018-19 should again remain relatively stable, There are no
significant changes anticipated for both operational Revenues and Expenses. Customer base is
expected to increase gradually, due to recent increasing development activity. Sewer usage rates
were last increased in the second half of FY 2018,

Inflation will continue to affect operational expenses. Recently completed projects, however,
will continue to help contain certain operating costs. The FY 2013 project to bring natural gas to
the site has significantly reduced the treatment facility’s fuel costs. The project to replace the
Ultraviolet System, completed in FY 2012, has proven to significantly reduce electricity
consumption, and. More recent construction projects have also implemented features designed to
further reduce electric usage, including installing variable speed motors with automated and
computerized controls, and installing more efficient lighting throughout the plant facility. In
addition, the Authority continues to benefit from multi-year agreements for both electricity and
natural gas generation, which will minimize increases in those significant expenses, A collective
bargaining agreement, negotiated in FY 2015 and in effect through FY 2019, should keep
employee-related expenses fairly stable.

Phase Il of the treatment plant expansion and upgrade project was completed in FY 2015, The
15% increase in permitted flow capacity created by the Phase Il project was approved for use in
early FY 2015. This additional capacity will now meet the demand for residential and
commercial development activity for the foreseeable future.

Construction of Phase III of the treatment plant expansion and upgrade project was proceeding
throughout FY 2018, and all facilities were placed into service by the end of FY 2018. Final total
cost of Phase II1 will be about $6.5 million. These projects are being funded by a combination of
existing reserve funds, BCWSA capital project contributions, and the Series 2016 Construction
Loan. An engineering study has proposed another capital project to replace and relocate a
sewage pumping station, with an estimate cost of $2 million. A timetable for construction has not
yel been determined by the Authority.



CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Statements of Net Position

May 31, 2018 and 2017

ASSETS
2018 2017
Current Assets
Cash and cash equivalents 5 046,237 £ 1712265
Investments 6,493,602 6,248,434
Interest receivable 62,495 56,054
Aceounts receivable 359,575 341,092
Total Current Assets 7,861,909 B.357.845
Current Restricted Assets
Escrow 304,796 125,084
Total Restricted Assels 304,796 125084
Capital Assets (net of accumulated depreciation)
Land 764,500 Tk 500
Construction in progress - 4 350 447
Plant and equipment 25,327,192 20,364,651
Sanitary sewers 5,390,755 5,491,542
Contributed sewers 10,046,287 __ B.OB6RE3
Total Capital Assets 41,528 734 40,567,023
TOTAL ASSETS § 49695439 5 49,049,952

-12-



LIABILITIES AND NET POSITION

2018 2017
Current Liabilities (Payable from Current Assets)
Current maturities b3 752,694 738,244
Accounts payable 261.263 290,193
Accrued payroll 9,490 8,913
Total Payable from Current Assets 1,023,447 1,037,350
Current Liabilities (Payable from Restricted Assets)
Escrow 304, T 125,084
Total Payable from Restricted Assets 304,796 125,084
Total Current Liabilities 1,328,243 1,162,434
Long-Term Debt
Construction loan 6,135,272 6,887 966
Compensated absences 95,870 89307
Total Long-Term Debt 6,231,142 6,977,273
Total Liabilities 7,559,385 8,139,707
Met Position
Met Investment in Capital Assets 34,640,768 32,940,813
Unrestricted 7,495,286 1,969,432
Total Met Position 42 136,054 40,910, 245
TOTAL LIABILITIES AND NET POSITION 5 49695439 $ 49,049,952

See auditors’ report and accompanying notes to financial statements




CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Statements of Revenues, Expenses, and Changes in Net Position

For the Years Ended May 31, 2018 and 2017

Operating Bevenues
Sewer rents
Orprating paymcnt
Miscellaneous
Total Operating Revenues

Operating Expenses
Operting expenses - Schedule A
General and adminisirative expenses = Schedule B
Compensated absences
Depreciation expense on assets reimbursed previously by BCWSA
Total Operating Expenses

Met Operating Income (Loss)

Mon-Operating Revenue (Expense)
Interest income
Reimbursement for capiial purchases
Tap in fees
Gain (loss) on replacement of fixed assets
Interest expense
Loan expenses

Met Mon=Operating Revenue {Expense)

Income {Loss) Before Contributions
Capital Coniributions

Change in Net Position

Met Position Beginning of Year
Met Positbon Enc of Year

See auditors” report and accompanying notes to financial statements

201% 2017
§ 2478254 0§ 2492372
1,013,500 1,080,513
415,216 118,914
3,906,970 3.691 799
2,954,621 2.535.401
931,100 938,784
6,563 ($,778)
699,088 541,346
4,591 38| 4,009,753
(684.411) (317,954)
£3,035 77,104
822,596 2,299,035
107,179 700,840
217,093) {3,445)
(141,407) (181,525)
. {34,414)
654,310 2,857,595
(30,101 2,539,641
1,255,910 170,251
1,225,809 2,700,892
40,910,245 38,200,353
$ 42136054 §_ 40910245

-14-



CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Statements of Cash Flows

For the Years Ended May 31, 2018 and 2017

2018 2017
Cash Mows from operaling activities:
Cash received fream customers §  LEEER4ET $ 1656857
Cash paid 1o suppliers {1638, 755) [ LXTE754)
Lash paiid 1o employess L1 2039 {1.236,203)
Net cash prosided by (used n) operating activities = 9396TI . 148,898
Canshy Mevws (o capftal and relaled Anancng activities
Capital expendilanes {1,593 697) {4 5:HL66T)
Mew bomowings - TR
Hetiremenl of dieba [TAB. Fddy (RA51.31%)
Capital project reimbursenens B2 500 2.290.03%
Tap in lees 107,178 Tl 840
I expenses = (34414}
Interes paid [ 1], 407 “:'&ﬁ
Ml cush prowvided by (used in) copilal snd related Ananeieg scdivities {1,543 56H) (XA 18050
Cash Mows from investing aclivities:
Sales ol investmenis 54558318 B 345974
Purchases ol invesimenis (5. 700,503%) (43167121
Inlerest received B35 7104
Met cash provided by (used in) investing potivilies {162,133) 2,106,360
Met incremse {decrease) in cush and cash cyalvakoms | TG 0E 237214
Ca=h und cash eguivalents, ol beginning of vesr _ LTIX M8 175051
Cash and cash eyuivalents, ol end of vear 5 46237 0§ L7122
Rl kation of Met Inoome {Lossh o Net Cash
Provided by (Used In) Operating Activities
Orperating imgons: (koss) § (R4 % LINT954)
Adjussiments v roconcibe nel ineoms [ loss) W p
cash provided by (used in operuting activities:
Depreciatian expensa: LaT0, Tl 1350 00
{Iserease ) deereme 10 socsunts receivable [18.A4%83) (34,342
{Imcremi) decrcase in other curnonl assols (A4 -
Isremse (leeremse) in socvunts payable {28930 1O 586
Imerause (decrciss) in puyroll and paymall tax payable 17 {42 440
Imcrense (deencase) in componsated ahsences 65063 {5.778)
Toqal adfjustnwmls L2408 _ NA6h833
Nl cash prowided by (used in) operating activilies 5 3673 5 I,Ilﬁ,ﬁ

Mangash invesiing, capital, and fnancing activitbes:
The Amhority recognized contribuled sewer lines i b ammounl of 51,255,210

See auditors” report and accompanying notes to financial statements

-15-



NOTE 1.

CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Motes to Financial Statements

May 31, 2018

Summa ignificant Accounting Policies

Reporting Entity: The Authority is a municipal corporation existing and operating
under the Municipal Authorities Act of the Commonwealth of Pennsylvania. The
accompanying financial statements present the primary government, In evaluating
the Authority (the primary government) as a reporting entity, all potential component
units that may or may not fall within the financial accountability of the Authority
have been addressed. Financial accountability is present il the Authority appoints a
voling majority of a component unit’s governing body and has the ability 1o impose
its will on the organization or if there is a potential for the organization to provide
specific financial benefits to, or impose specific financial burdens on, the Authority.
Based on the aforementioned criteria, there were no entities which were considered
for inclusion in the reporting entity.

Measurement Focus, Basis of Accounting, and Fi i ement Presentation:

Basis of Accounting. The accompanying financial statements have been
prepared on the accrual basis of accounting, whereby revenues are recognized
when eamed and expenditures are recognized when incurred.

Revenne Recognition: The Authority distinguishes between operating revenues
and expenses from nonoperating items. Operating revenues and expenses
generally result from providing services in connection with the Authority's
ongoing operation, All revenue and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the
Authority’s policy 1o use restricted resources first, then unrestricted resources as
they are needed.

Cash and Cash Equivalents: The Awuthority’'s cash and cash equivalents are

considered to be cash on hand, demand deposits, and short-term investments with
maturities within three months or less from the fiscal year end.

Restricted Assets: The Authority acts in a custodial capacity with respect 10 monies
deposited with 1t by developers and others. These monies are held by the Authority
and used to pay fees incurred on behalf of a specific project. Any unused deposits
are retumed to the developer upon completion of the project. None of the monies
received from or expended on behalf of the developers are recorded in the revenues
or expenses of the Authority. At May 31, 2018, $304,796 represents the balance of
these monies held in escrow.

-16-



NOTE 1.

CHALFONT-NEW BRITAIN SHIP JOINT SEWAGE

Motes to Financial Statemenis

May 31, 2018

summary of Significant Accounting Policies (Continued)

Capital Assets: Capital assets, which include property, plant, equipment, and sewer
sysiem assels, are defined by the Authority as assets with an initial, individual cost of
more than 34,000 and an estimated useful life in excess of two years. Such assets are
recorded ai historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of
donation.

The costs of normal maintenance and repairs that do not add 1o the value of the asset or
materially extend assets lives are not capitalized. Major outlays for capital assets and
improvements are capitalized as projects when constructed. Capital assets are
depreciated using the straight line method over the following estimated useful lives:

Assels Years
Plant 15-40 years
Equipment 5-40 vears
Sanitary sewers 40-80 years
Contributed sewers 40-80 years

Depreciation is shown in operating expense, general and operating expense and
depreciation expense on asseis reimbursed previously by BCWSA. BCWSA
reimburses the Authority a percentage for capital outlay.

Contributions in Aid of Construction: Sewer systems and equipment, which are
constructed and installed by developers in new housing developments within the
Township, are generally dedicated to the Authority upen completion of each section
of the development. Upon dedication, the estimated cost to construct such property
is recorded by the Authority as an increase to property, plant and equipment and as
an increase o contributions in aid of construction,

Met Position: Net position includes the various net eamnings from operating and
nonoperating revenues, expenses and contributions of capital. Net position is classified
in the following three components: net investment in capital assets; restricted for
capital activity and debt services; and unrestricted net position. Net investment in
capital assets consists of all capital assets, net of accumulated depreciation and reduced
by outstanding debt that is attributable to the acquisition, construction and improvement
ol those assets; debt related to unspent proceeds or other restricted cash and
investments is excluded from the determination. Restricted assets include developer
deposits held by the Authority to be used to pay costs of certain engineering, legal, and
inspection work required by the Authority. Unrestricted are amounts that do not meet
the definitions above and are available for the Authority operations.
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CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Motes to Financial Statements
May 31, 201

Summary of Significant Accounting Policies (Contin wed)

Use of Estimates: The preparation of financial statements in conformity with
generally accepted accounting principles require management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

Deferred Outlows/ Inflows of Resources:  In addition 1o assets, the statement of
financial position will sometimes repert a separate section for deferred outllows of
resources. This separate linancial statement element, deferred ouiflows of resomrces,
represents a consumplion of net position that applies to a lutare periodis) and so will
ot be recognized as an outflow of resources (expense/expenditure) umil then. The
Authority does not have any items that qualify for reporting in this cillegory,

B addition 1o liabilities, the statement of financial position will sometimes report a
separate section for deferred inflows of resources. This separate linancial statement
element, deferved inflows of resouwrces, represents an acquisition of net position thal
applies to a future pertodis) and so will nor be recognized as an inflow of resources
(revenue) until that time. The Authority does not have any items that qualify fFor
reporting in this category.

Compensated Absences: Employees of the Authority are entitled to accrue unused
sick leave and vacation time, from one calendar year to the next, up to a maximum
of 600 hours of sick time and 40 hours of vacation time. At retirement an employee
may receive up to 5% of their individual salary as a cash payout.

Vacation pay is granted to employees depending on length of service and other
factors. Employees are encouraged to take all of their vacation time in the year
eamed.  Long-term vacation and sick pay obligation for the wyear ended
May 31, 2018 is $95,870,

Comparative _In tion: The financial statements include certain prior year
comparative information.  Such information does not include sufficient detail to
constitute a presemtation in conformity with accounting policies generally accepted in
the United States of America, because the management discussion and analysis is
presented for two years only. Accordingly, such prior year information should be read
m conjunction with the Authority’s financial statements for the year ended
May 31, 2017, from which the comparative information was derived.



CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY
MNotes to Financial Statements

May 31, 2018

NOTE 1. Summary of Significant Accounting Policies (Continued)

Subsequent _Events: The Authority has evaluated events and iransactions for
potential recognition or disclosure in the financial statlements through the date of this
report, which is the date the statements were available for release. Mo subsequent
events have been recognized or disclosed.

NOTE 2. Budgets and Budgetary Accounting

Annual budgets are adopted on a cash basis of accounting, which is not consistent
with Generally Accepted Accounting Principles (GAAP), The budget and all
transactions are presented in accordance with the Authority’s method (cash basis) in
the Statement of Revenues and Expenses Compared to Budget to provide a
meaningful comparison of actual results with the budget. The major differences
between the cash basis of accounting and GAAP are that:

Revenues are recorded when received in cash as opposed to when
susceptible to accrual. Expenditures are recorded when paid as opposed to
when the liability is incurred, except for interest on general long term
obligations, which is recorded when due. Debt principal payments and
capitalized fixed assets are recorded on the balance sheet instead of in
expenditures.

The Authority follows these procedures in establishing the budgetary data reflected
in the financial statements:

During April a preliminary budget is adopted.

In June or July the final budget is adopted.

All budget revisions require the approval of the Authority.

Budgetary control is maintained at the account level.

The budget is adopted on the cash basis of accounting. All appropriations
lapse at year end.

ok b —
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Cash and Investments

With the exception of Pension Trust Funds, state law allows the Authority to invest
in obligations of the United States of America, the Commonwealth of Pennsylvania,
or any agency or instrumentality of either, which are secured by the full faith and
credit of such entity. The law also allows for the Authority to invest in certificates
of deposit of banks, savings and loans, and savings banks both within and outside
the Commenwealth of Pennsylvania, provided such amounts are insured by the
Federal Deposit Insurance Corporation (FDIC) or other like insurance, and that
deposits in excess of such insurance are collateralized by the depository. The state
also imposes limitations with respect to the amount of investment in certificates of
deposit to the extent that such deposits may not exceed 20% of a bank’s total capital
surplus or 20% of a savings and loans or savings bank's assets, net of its liabilities.
The Authority may also invest in shares of registered investment companies,
provided that investments of the Authority are authorized investments, as noted
above.

The law provides that the Authority’s Pension Trust Funds may invest in any form or
type of investment, financial instrument, or financial transaction if determined by the
Authority to be prudent.

Investments for the Awthority are reported at fair value. The Invesiment Pool
operates in accordance with appropriate state laws and regulations. The reported
vilue of the pool is the pool’s amortized cost-based net asset value per share, which
approximates fair value. There are no limitations or restrictions on withdrawals.

Custodial Credit Risk - Deposits. In the case of deposits, this is the nisk that in the
event of a bank failure, the Authority’s deposits may not be retumed to it. The
Authority’s policy is to require their banking institution to provide a letter stating tha
they follow the Commonwealth of Pennsylvania Act 72, where all funds in excess of
federal depository insurance limits held by the bank are collateralized in public funds
secured on a pooled basis. Al year-end, the carrying amount of deposits was $946,237
and the bank balance was $937,361. OF the bank balance, $250,000 was covered per
bank by depository insurance. Any balances exceeding depository insurance are
exposed to custodial credit risk because it 15 uninsured and collateralized with securities
held by the pledging institution’s trust department or agent, but not in the Authority’s
name. At May 31, 2018 the amount in excess of this insurance was $687_ 361,

The Authonty has deposits of $102,468 in external investment poels that is considered

cash equivalents because of their short maturity dates and is included in the deposits
figures above.
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Cash and Investments {Continued)

Custodial Credit Risk - Investments, For an investment, this is the risk that, in the event
of a failure of the counterparty, the Authority will not be able to recover the value of its
invesiments or collateral securities that are in possession of an outside party. The risks
of default are eliminated due to the constraints imposed wpon allowable investment
nstruments through state limitations as discussed above.

At year-end, the Authority’s investment balances were as follows:

Exiernal Pooled Investimenis 2007 5 468 5 102468 § 4
Term Deposits 2007-201% 2221,700 2,221,101 -
Certificate of Deposit 2007-2018 4,271,901 4,271,901

Total 5 0596070 3 6596070 5

Interest Rate Risk. This is the risk that changes in interest rates will adversely affect
the fair market value of an investment. The Authority does not have a formal
mvestment policy that limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates.

Credit Risk. This is the risk that an issuer or other counterparty 1o an investment will
not fulfill its obligations. State law limits the investment of govemmental funds as
described above. The Authonty does not have a formal investment policy for credit
risk. The government’s investments in the external investment pool were rated AAAm
by Standard & Poor's.

Conceniration of Credit Risk. This is the nisk of loss atinbuted 1o the magnitude of a
government’s investment in a single issuer. The concentration of credit risk in
investments of extemal investment pools is not required to be disclosed,

The Authority acts in a custodial capacity with respect to monies deposited with it by
developers and others. These monies are held by the Authonty and used to pay legal,
engineering, and other fees incurred on behalf of a specific project. Any unused
deposits are retumed to the developer upon completion of the project, except for an
administrative handling fee. None of the monies received from or expended on behalf
of the developers are recorded in the revenues or expenses of the Authority. At
May 31, 2018, 5304, 796 represents the balance of these monies held in escrow,

e
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NOTE 4. Capital Assets

Capital asset activity for the year ended May 31, 2018 was as follows:

Hl.'ginr:irlg iimlirl];
Balance Increases  Deercases Hatance
Capital agsets, not being deprecined:
Land 5 TeI00 § . 5 - & 764,500
Constnaction in progress 4,059,447 1,541,540 (6,500,987} -
Total capital assets, not being depreciated 5,723,947 1,541,540 (6.500,987) Tied, 500
Capilal assels, being depreciated:
Plam 33473617 6,500 957 (551.356) 19423248
Equipamsent 2,135 685 52,152 [203,634) | 984,183
Sanilary sewers 1,735,719 - - 1,735,729
Comributed s=wers 14,095,188 1255910 - L5350 008
Total capital ussets, being depreciated $7.530,219 7,809,049 (450100 64494258
Less accumulated deprecistion for:
Flam 13, 742871 1299, 305 (345,725} 14,696,351
Eguipmenl 1,591,780 74,300 (182, 192) 1,383,588
Bumitary sewers 2,244,187 100,787 - 1344574
Contribuled sewers 5, 106,305 196,506 - 5,304,811
Total sccumulaied depreciation 23 6R7,143 1670, 798 (G2T01T) 23,730,024
Tolal capilal assels, being depreciated, net 34,343,076 6,138.251 (217.091) 40,764,234
All capital assels, net S 40567003 5 7.679.791 S5(6.718080) S 41528734

A fire occurred during fiscal year ending May 31, 2018 which caused damage to one
of the buildings that was under Phase Il construction. The insurance proceeds
covered the costs of reconstruction, cleanup, conveyor remtal, sludge hauling, and
other miscellaneous expenses. For the year ended May 31, 2018, total insurance
proceeds totaled $1,149,407, There was no loss on fixed asset recorded because the
reconstruction costs estimated the Phase 11 costs from the prior year.
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Deferred Compensation Plan/Pavable

The Authority offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The plan, available 1o all
Authority 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.

Participants’ rights under the plan are equal to the fair market value of the deferred
account for each participant.

Post-Retirement Benefits

The Authonty adopted the provisions of Governmental Accounting Siandards Board
Codification, “Accounting and Financial Reporting by Employvers jfor
Postemplovment Benefits Other Than Pensions™ (OPEB). In addition to the relevant
disclosures within this note related to the implementation of Govermmental
Accounting Standards Board Codification, the financial statements do not reflect a
long-term liability and related expenses of 82,369, resulting from the adoption due o
the immateriality of the amount. The Authority has elected 1o use the alternative
measurement method to value the liability.

Description of the OPEB Plan

In accordance with the Union Labor Contract the Authority implemented a single
employer plan. Plan benefits may be amended through Union Labor Contracts.

The Authority provides a health care bridge for certain emplovees by continuing to
pay the same premium costs provided to regular full-time active employees for those
employees who retire with 25 years ol continuous active service, for a period not to
exceed 3 years should such employee retire before he is eligible for Medicare. This
period shall be a bridge between early retirement eligibility and Medicare eligibility.
The coverage will be funded on a pay-as-you-go basis. Currently no participants are
eligible 1o receive or are receiving these benefits.

The plan does not issue a stand-alone financial report.

Funding Policy

This benefit is funded on a pay-as-you-go basis. The expense for post retiree health
care costs for the year ended May 31, 2018 was 3-0-. There were no retirees receiving
this benefi,
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May 31, 2

NOTE 6. Post-Retirement Benefits (Continued)
Funded Status and Funding Progress

The funded status of the plan as of June 1, 2015, the most recent valuation date, is as

follows:
Accrued
Projected Liability
Accrued Unifunded Annual nsa

Valuation  Waleeof  Lmbality Percentage  Acerucd Coversd Percentage

Chate Met Assets  Obligation  Funded Linkility Payrall of Payroll
612015 3 - 5 7618 %% F TA65 3 1112933 1%

Valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about fulure employment, morality, and the
healthcare cost rend. Amounts determined regarding the funded status of the Plan
and the annual required contributions of the employer are subject to continual
revision as actual resulis are compared with past expectations and new estimates are
made about the future,

The schedule of funding progress, presented as required supplemental information
(RSI) following the notes to the financial statements, is to present multivear trend
information about whether the actuarial value of plan assels is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. However,
because the Authority maintains no Plan assets, required disclosures over Plan assets
is not applicable.

Projections of benefits are based on the types of benefits provided under the
substantive plan at the time of each valuation and on the pattern of sharing of benefit
costs between the employer and plan members to that point, and the projections of
benefits for financial reporting purposes do not explicitly incorporate the potential
effects of legal or contractual funding limitations on the pattern of cost sharing
between the employer and plan members in the future,

Annual OPEBR Cost and Net OPEBR Obligation

The Authonty’s annual OPEB cost 15 calculated based on the annual reguired
contribution (ARC) of the employer, an amount determined by the altemative
measurement method in accordance with the parameters of Governmental Accounting
Standards Board Codification, “Accownring and Financial Reporting by Emplovers
Sor Postemployment Benefits Other Than Pensions.”

24



CHALFONT-NEW BRITAIN TOWNSHIP JOINT SEWAGE AUTHORITY

Motes to Financial Statements

a 18

NOTE 6. Post-Retirement Benefits (Continued)

Annual OPEB Cost and Net OPEB Obligation (Continued)

The ARC represents a level of funding that, if paid on an ongoing basis, is projected
to cover normal cost each year and amortize any unfunded actuarial liabilities (or
funding excess) over a period of 30 years. The following table illustrates the
components of the Authority’s annual OPEB cost for the year, the amount actually
contributed to the Plan, and changes in the Authority's net OPEB obligation:

Annual required contribution £ 199
Interest on net OPEE obligation 78
Annual OPEB cost 277
Contributions made

Increase (decrense] in net OPER obligation 217
Met OPEB obligation (asset) at beginning of year 2593
Met OPEB obligation (asset) at end of year £ 2860

Alternative measurement method calculations reflect a long-term perspective, and
consistent with that perspective, methods and assumptions used include technigues
that are designed to reduce shon-term volatility in accrued liabilities and the actuarial
value of assets. The June 1, 2015 valuation used the following assumptions:

Deate of valuation 6172015
Inwvestment rate of return 3.0%%
Projected salary increases due to inflation 4%
Actuarial value of assets Market Value
Cost method Entry Age Mormal
Amortization method Level Dollar - Open
Remaining amorization period 30

Healthcare trend rate: 5.4% increase average for the next 10 years,
Trend Information

Anmual Mat
Fiscal OPEBR Perceniage OPER

016 £ 259 % 5 33N
2017 268 Ha 2592
20148 277 1% 1EGT
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NOTE 7. Money Purchase Pension Plan

The Authonity sponsors a money purchase plan under which substantially all
employees are covered. Following are details of the plan.

Chalfont-New Britain Township Joint Sewage Autherity Pension Trust
Plan Descripti

The Authority sponsors a money purchase plan to provide pension benefits for
employees of the Authority. The plan covers all full-time employees and requires
1,000 hours of service for eligibility.

As required by the plan document, the employer contributes 3.0% of eligible
compensation and covered employees contribute 2.5% of their salary to the pension
trust. Employees are allowed to voluntarily contribute an additional 7.5% of eligible
compensation,

The Pension Trust provides retirement benefits, as well as, death and disability
benefits. All benefits vest after 7 years of credited service, Marmied employees whe
retire at or after age 60 with 10 years of credited service are entitled to a 50% joint
and survivor annuity. Members who are not married are entitled to a life annuity.
Members may elect not to take the annuities and choose to take one of the following
forms of payment:

a) A single lump sum payment,

b}  The purchase of a different form of annuity,

¢) Equal installments over a period of not more than the member's or the
beneficiary’s life expectancy at the time of distribution.

If an employee terminates employment before 7 years of credited service for reasons
other than death, disability, or retirement, he or she is entitled 1o only the “vested
percentage” of the account balance; therefore, the accumulated employee
contributions plus related invesiment eamings are refunded to the employee upon
termination. If an employee dies before 7 years of credited service, the beneficiary
will be entitled to 100% of the members account balance.

The Authority's total payroll for all employees for the year ended May 31, 2018 was
$1,280,231. The total covered payroll was £1,243,557 on the cash basis of
accounting, which is the basis used to calculate the pension contributions. The
Authority has made the necessary contribution of 399,485 (8.0% of covered payroll),
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Agreements with Other Municipalities

The Authority has agreements with other municipalities for the transportation and
treatment of sanitary wastes.

With Montgomery Township Municipal Sewer Authority, Hatfield Township
Municipal Authority (HTMA), and Warrington Township connections are billed at
the same rate as the connections in the Authority's service area.

In October 2012, negotiation of a new Operating Agreement between the Authority
and the BCWSA was finalized that outlined new terms and conditions for capacity,
treatment, and cost sharing of the Authority's treatment facility.

Risk Management and Contingencies

The Authority is exposed to various risks of loss related to torts; theft of, damage to,
and destruction of assets; errors and omissions; and natural disasters for which the
Authority carries commereial insurance.

In the normal course of business, there are various relatively minor claims and suits
pending against the Authority, none of which materially affect the financial position
of the Authority. Al the present time, there are no unasserted claims or significant

litigation matters pending.

Debt

In November 2016, the Authority obtained a $7,990,000 loan (series 2016 loan) to
currently refund the series 2013. The loan is to be repaid over 120 months beginning
in December 2016 at a fixed interest rate of 1.94%. The monthly payments are
$73,304. The refunding resulted in a savings of approximately $27,000 per year.

Long-term liability activity for the year ended May 31, 2018 was as follows:

Begiming Ending Droe Withsin
Halanes Adluditions _ Reductions Balance Cine Yes
Legmtrucizoi ks i ¥ TaeleZIh 3 . 5 (TIE 244 5 GERTSGG 5 TIL0M
Cimpensaled abscitvs 95085 . TEL 44 XM 3
Business-lype activilics
Long=Term Liabalities 5 7.72].298 % = 5 (737459 5 69EIEG 5 751604

*Maturities are based on reguired minimum payments with ne further draw-downs

included in the calculation.
¥
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NOTE 10. Debt (Continued)

Debt service for the construction loan is funded primarily from charges for services.
Any liabilities for compensated absences are generally liquidated by the Authority’s
aclivities. Future maturities as of May 31, 2018 are as follows:

Year Ending
31-May Principal Ineresr

2019 5 732684 F 126,957

2020 167,427 112,224
2021 782,448 97,203
2022 797,763 81,848
2023 813,378 66,273

2024-2023 2.974,256 104,520
I 6BETRG6 5 5E0.0G5
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gired Supplemental Inf tion — OPEB Plan

For the Year Ended May 31, 2018

SCHEDULE OF FUNDING PROGRESS

Accnued
Projected Liability
Accrucd LUnfunded Annual asa

Valuation  Walwe of  Liability  Perceminge  Accrued Coavercd Percentage
Ltz Mot Assets  Obligation  Funded Linbility Payroll ol Payroll
S12015 & - 5 ThH18 0% 5 70165 £ L112933 1%

SCHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER
AND OTHER CONTRIBUTING ENTITIES

Annual  Confributions
Fiscal Required From Percentage

Year End Contribution Emplover  Confributed
el 1l 5 3BR £ - P

203 336 = e
U 302 - LLE
2015 197 - %%
2016 197 & 4
2017 199 - [
018 190 0%

=)=
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Schedule A: Operating Expenses

For the Years Ended Mav 31, 2018 and 2017

2018 2017
Operating Expenses
Sanilary Sewers

Salaries and wages 5 302,646 5 290,027
Education and training Qog 1,281
Materials and supplies 16,026 2,167
Chemicals 25,971 14,071
Maintenance 28,139 17,739
Alann system 2,253 23578
Power-pump stalion 10,327 1,789
PA one call 1,579 1,211
Indusirial pretreatment 1,162 2243
Enginesring 10,852 21,904
Legal 1,260 3,924
Miscellaneous customer service - g2
[Crepreciation expense 328,464 g0

Total Sanitary Sewers 724,677 006,436

Sewage Disposal

Salaries and wages 721,385 655,809
Education and training 1. 7% 1,423
Materials and supplies 78,237 67,050
Polymer 30,087 7,340
Ferric chloride 16,479 9,385
Laboratory 8,910 11,479
Chutside lnboratory 4012 7,679
Equipment maintenance repair o, 465 50,845
Electrical repair 14,713 9,581
Ground maintenance 15,799 15,398
Power 237316 247,347
Matwral gas 5,199 74,185
Engineering 9,933 54035
Permits 1,467 35406
Sludac disposal 2e3,972 05,048
Chemicals 94,928 106,109
Diepreciation expense 643,246 453,336

Total Sewage Disposal 2.4 944 1838965

TOTAL OPERATING EXPEMSES £ 2934621 ¥ 2335401

See auditors’ report
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Schedule B: General and Administrative Expenses

For the Years Ended May 31, 2018 and 2017

2018 2017
Administrative Expenses

Salarics and wages § 266,573 5 247927
Insurance - plant/equipment | 18,649 119,250
Insurance - medical 244 469 2BL01D

PA unemployment 5,235 4 560
Pension Q9 485 Q6,550
Social security 97,892 93,367
Legal 18,245 17,067
Audit 12,047 10,830
Administrative 9,847 7.510
Engincering i, (K30 6,241
Materials and supplies 83353 5,843
Postage 12,364 10,467
Office equipment 16,199 13,836
Telephome 11,157 9811
Maintenance 3,535 2,17
Education and training [ 02 2524
Depreciation expense = 5,934
Total Amininstrative Expenses § 93109 5 938,784

See auditors’ reporn
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Schedule C; Met Operating Ingome After Adjustments

For the Years Ended May 31, 2018 and 2017

Operating Revenues
Sewer rents
Orperating payment
Miscellaneous
Total Operating Revenues

Operating Expenses
Operating expenses = Schedule A
Cieneral and administrative expenses - Schedule B

Compensated absences
Depreciation expense on assels reimbursed

previously by BOWSA
Total Operating Expenses

MNet Operating Income (Loss)

Add back:
Depreciation expense on assels reimbursed
previously by BCWSA
Less: Monoperating Expenses
Interest expense

Met operating loss adjusted for BOWSA reimbursements

and interest expense

See auditors’ report

2018

£ 2478254

[.013,500
415,216

31.906,970

2,954,621
931,100
6,563

699,088
4,591,381

(684,411)

699,088

(141,407)

3 (126,730)

=017

§ 2492372
|OB0513
118,914

3,691,799

2,535,401
038,784
(5,778)

541,346

4,000,753

(317,954)

341,346

(181,535}

b3 41,867
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