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INDEPENDENT AUDITOR’S REPORT

To the Borough Council
BOROUGH OF MYERSTOWN
Myerstown, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, and the aggregate remaining fund information
of the BOROUGH OF MYERSTOWN, as of and for the year ended December 31, 2014, and the related
notes to the financial statements, which collectively comprise the Borough of Myerstown’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 accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of 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 did not audit
the financial statements of Myerstown Water Authority, which represent 100% of the assets, net position and
revenues of the component unit. Those statements were audited by other auditors whose report has been
furnished to us, and our opinion, insofar as it relates to the amounts included for the component unit, is based
solely on the report of the other auditors. 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 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
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the 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 is sufficient and appropriate to provide a basis for our
audit opinions.

825 Norman Drive # Lebanon, PA 17042 « Telephone 717-273-1683 = Fax 717-273-3576



Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the aggregate discretely presented component units, and the aggregate remaining
fund information of the Borough of Myerstown, as of December 31, 2014, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other-Matters

Accounting principles generally accepted in the United States of America require that the schedule of changes
in the Borough’s net pension asset and related ratios, schedule of pension contributions and the budgetary
comparison information on pages 31 through 33 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
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 about 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.

Management has not presented the management discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial statements.
The management discussion and analysis, although not a part of the basic financial statements, is required by
the Governmental 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. Our
opinion on the basic financial statements is not modified with respect to this matter.

Stanilla, Siegel and Maser LLC

Lebanon, Pennsylvania
May 8, 2015
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BOROUGH OF MYERSTOWN
STATEMENT OF NET POSITION
December 31, 2014

Primary Government

Governmental Business-Type Component
Activities Activities Total Unit
ASSETS
Cash & Cash Equivalents $ 1,081,043 $ 4,810,418 § 5,891,461 $ 2,060,790
Cash & Cash Equivalents, Restricted 46,871 14,892
Taxes Receivable 28,725 28,725
Accounts Receivable 17,143 218,119 235,262 130,360
Due from Other Funds 69,188 20,400 89,588
Prepaid Expense 20,452 22,216 42,668 18,085
Capital Assets:
Non-depreciable 71,502 71,502 275,971
Depreciable, net 1,240,095 19,224,584 20,464,679 9,496,820
Total Assets $ 2,575,019 $ 24,295,737 $ 26,823,885 $ 11,996,918
DEFERRED OUTFLOWS OF RESOURCES
Unamortized loss on
early retirement of debt, net $ -0- $ 1,113,170 $ 1,113,170 $ 140,623
LIABILITIES
Accounts Payable $ 30,543 b 83,571 $ 114,114 $ 108,349
Due to Related Parties 7,840
Due to Other Funds 25,891 69,159 95,050
Accrued Payroll and Withholdings 3,363 1,806 5,169 2,079
Escrow Payable 14,892
Accrued Interest 82,708 82,708 21,452
Accrued Compensated Absences 1,846 474 2,320 1,842
Note Payable, due withing one year 410,000
Note Payable, Due in more than one year 12,761 8,827,000 8,839,761 6,994,033
Total Liabilities b 74,404 $ 9,064,718 $ 9,139,122 $ 7.560,487
NET POSITION
Net Investment in Capital Assets $ 1,311,597 $ 10,397,584 $ 11,709,181 $ 2,509,381
Restricted, Trust 43,393 43,393
Restricted 145,026 145,026
Unrestricted 1,000,599 5,946,605 6,947,204 2,067,673
Total Net Position $ 2,500,615 $ 16,344,189 $ 18,844,804 $ 4,577,054

See Accompanying Notes to Basic Financial Statements
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BOROUGH OF MYERSTOWN
BALANCE SHEET

GOVERNMENTAL FUNDS
December 31, 2014
Total
Non-Major  Governmental
General Funds Funds
ASSETS
Cash and Cash Equivalents $ 444,266 $ 683,648 $ 1,127,914
Taxes Receivable 18,399 18,399
Due from Other Funds 49,188 20,000 69,188
Accounts Receivable 17,143 17,143
Total Assets $ 528,996 $ 703,648 $ 1,232,644
LIABILITIES
Accounts Payable $ 27276 $ 3,267 $ 30,543
Due to Other Funds 25,891 25,891
Accrued Payroll 3,363 3,363
Total Liabilities $ 56,530 $ 3,267 $ 59,797
FUND BALANCES

Nonspendable-Permanent Fund $ 43,393 $ -0- $ 43,393
Restricted 5,593 139,433 145,026
Committed 91,933 91,933
Assigned 21,900 560,948 582,848
Unassigned 309,647 309,647
Total Fund Balances $ 472,466 $ 700381 $ 1,172,847

Total Liabilities and Fund Balances $ 528,996 $ 703,648 $ 1,232,644

See Accompanying Notes to Basic Financial Statements
3



See Accompanying Notes to Basic Financial Statements
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BOROUGH OF MYERSTOWN
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2014

Other Total
Governmental Governmental
General Funds Funds
REVENUES COLLECTED
Taxes $ 701,266 $ -0- $ 701,266
Licenses and Permits 55,558 55,558
Fines 10,143 10,143
Intergovernmental 230,045 75,416 305,461
Charges for Services 52,973 183 53,156
Investment Earnings 367 70 437
Rental Income 17,190 17,190
Miscellaneous 29.630 29,630
Total Revenues Collected $ 1,097,172 $ 75,669 $ 1,172,841
EXPENDITURES PAID
General Government $ 399,493 $ 11,503 $ 410,996
Public Safety 189,595 189,595
Public Works 309,878 98,699 408,577
Culture and Recreation 29772, 14,418 36,190
Miscellaneous 50,086 50,086
Total Expenditures Paid $ 970,824 $ 124,620 $ 1,095,444
Excess (Defiency) of Revenues
Collected Over Expenditures Paid $ 126,348 $ (48,951) $ 77,397
OTHER FINANCING SOURCES (USES)
Operating Transfers - In $ 15,692 $ 169,857 $ 185,549
Operating Transfers - Out (127,351) (68,198) (195,549)
Total Other Financing Sources (Uses) $ (111,659) § 101,659 $ (10,000)
Excess (Deficiency) of Revenues Collected
and Other Financing Sources Over (Under)
Expenditures Paid and Other Financing Uses  § 14,689 $ 52,708 $ 67,397
Fund Balances - Beginning 524,711 647,673 1,172,384
Reclassification of Pool to Proprietary Fund (66,934) (66,934)
Fund Balances - Ending $ 472,466 $ 700,381 $ 1,172,847

See Accompanying Notes to Basic Financial Statements
7



See Accompanying Notes to Basic Financial Statements
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BOROUGH OF MYERSTOWN
STATEMENT OF NET POSITION

See Accompanying Notes to Basic Financial Statements

9

PROPRIETARY FUNDS
December 31, 2014
Waste Water Pool Total
ASSETS
CURRENT ASSETS
Cash & Cash Equivalents $ 4,768,862 $ 41,556 4,810,418
Accounts Receivable 218,119 555 218,674
Due from Other Funds 20,400 20,400
Prepaid Expenses 22216 22216
Capital Assets, net of Depreciation 19,224,584 19,224,584
Total Assets 24,254,181 42,111 24,296,292
DEFERRED OUTFLOWS OF RESOURCES
Deferred Amount on Refunding 1,113,170 1,113,170
LIABILITIES
Accounts Payable 84,048 78 84,126
Due to Other Funds 69,102 57 69,159
Accrued Wages 1,806 1,806
Accrued Interest Payable 82,708 82,708
Accrued Vacation 474 474
Note Payable, due within one year -0-
Note Payable, due in more than one year 8,827,000 8,827,000
Total Liabilities 9,065,138 135 9,065,273
NET POSITION
Invested in Capital Assets, net of Related Debt 10,397,584 -0- 10,397,584
Unrestricted 5,904,629 41,976 5,946,605
Total Net Position 16,302,213 41,976 16,344,189




BOROUGH OF MYERSTOWN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

PROPRIETARY FUND
December 31, 2014
Haste Yater
OPERATING REVENUES
Sewer Charges for Services $ 1,305,307
Pool Revenue
Other Operating Income 27,238
Reimbursements - Operating, net 98.861
Reimbursements - Pension Costs 19,031
Total Operating Revenues $ 1,450,437
OPERATING EXPENSES
Sewer Operations and Maintenance $ 773,514
Pool Operating Costs
Depreciation Expense 455,970
Total Operating Expenses $ 1,229,484
Net Operating Income $ 220,953

NON-OPERATING REVENUES (EXPENSES)

Investment Income (Loss)
Tapping Fees

Transfer In

Debt issuance costs
Interest Expense

Total Non-Operating Revenues (Expenses) §  (321,037)

CHANGE IN NET POSITION

NET POSITION - BEGINNING
Reclassification of Pool to Proprietary Fund

NET POSITION - ENDING

$

$

See Accompanying Notes to Basic Financial Statements

10

$ 107,296
2,084
(78,339)
(352,078)

(100,084)

16,402,297

16,302,213

Pool Total
-0- $ 1,305,307
23,198 23,198
27,238
98,861
19,031
23,198 $ 1,473,635
-0- $ 773,514
58,265 58,265
455,970
58,265 $ 1,287,749
(35,067) $ 185,886
109 $ 107,405
2,084
10,000 10,000
(78,339)
(352,078)
10,109 3 (310,928)
(24,958) $ (125,042)
16,402,297
66,934 66,934
41,976 $ 16,344,189




BOROUGH OF MYERSTOWN

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

For the Year Ended December 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers
Miscellaneous Cash Received
Reimbursements
Operating Expenses Paid
Cash Paid to Employees

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest Income Received
Redemptions of Investments

Net Cash Provided By Investing Activities

CASH FLOWS FROM CAPITAL
AND RELATED FINANCING ACTIVITIES
Principal Payments
Proceeds from Notes Payable
Note Issuance Costs
Interest Paid
Net Cash Used By Capital
and Related Financing Activities

CASH FLOWS FROM NON-CAPITAL
AND RELATED FINANCING ACTIVITIES
Transfer in
Transfer from Governmental Type
Tapping Fees
Net Cash Provided By Non-Capital
and Related Financing Activities

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS -
BEGINNING OF YEAR

END OF YEAR

See Accompanying Notes to Basic Financial Statements
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Waste Water Pool Total
$ 1,302,170 $ 23,198 $ 1,325,368
57,781 57,781
106,648 106,648
(413,527) (26,057) (439,584)
(229.916) (32,628) (262,544)
$ 823,156 $ (35,487) $ 787,669
$ 42,923 $ 109 $ 43,032
650,918 650,918
$ 693,841 $ 109 $ 693,950
$ (185,000) $ -0- $ (185,000)
221,860 221,860
(78,338) (78,338)
(352,078) (352,078)
$ (393,556) $ -0- $ (393,556)
$ -0- $ 10,000 $ 10,000
66,934 66,934
2,084 2,084
$ 2,084 $ 76,934 $ 79,018
$ 1,125,525 $ 41,556 $ 1,167,081
3,643,337 -0- 3,643,337
$ 4,768,862 $ 41,556 $ 4,810418




BOROUGH OF MYERSTOWN
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended December 31, 2014

Waste Water Pool Total
RECONCILIATION OF OPERATING
INCOME TO NET CASH PROVIDED
BY OPERATING ACTIVITIES
Operating Income $ 220,953 $ (35,067) $ 185,886

ADJUSTMENTS TO RECONCILE

OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Depreciation $ 455,970 $ -0- $ 455,970
Gain on Sale of Investments 64,373 64,373
(Increase) Decrease in:
Accounts Receivable 8,375 (555) 7,820
Prepaid Insurance 4,027 4,027
Due from Other Funds 0,497 9,497
Increase (Decrease) in:
Accounts Payable 61,700 78 61,778
Due to Other Funds 700 57 757
Accrued Wages 570 570
Accrued Compensated Absences (3,009) (3,009)
Total Adjustments $ 602,203 $ (420) $ 601,783
NET CASH PROVIDED BY
OPERATING ACTIVITIES $ 823,156 $ (35,487) $ 787669

NON-CASH TRANSACTION

Notes Payable in the amount of $8,820,000 and closing costs of $ 75,339 were advance refunded wth
proceeds from the 2014 Series A General Obligation Notes and $641,709 in restricted cash.

See Accompanying Notes to Basic Financial Statements
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BOROUGH OF MYERSTOWN
STATEMENT OF NET POSITION

FIDUCIARY FUND
December 31, 2014
Police Non-Uniform
_Agency Funds Pension Fund Pension Fund
ASSETS
Cash $ 4,482 $ -0- $ -0-
Investments 1,170,119 761,969
Due from Other Funds 5,356
Total Assets $ 4,482 $ 1,170,119 $ 767,325
LIABILITIES

Other Current Liabilities $ -0-

Escrow Payable 4,482

Total Liabilities $ 4,482

NET POSITION

Held in trust for pension benefits $ 1,170,119 $ 767,325

See Accompanying Notes to Basic Financial Statements
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BOROUGH OF MYERSTOWN

COMBINED STATEMENT OF CHANGES IN NET POSITION

PENSION TRUST FUNDS
For the Year Ended December 31, 2014

Police
Pension Fund

Non-Uniform
Pension Fund

ADDITIONS
Contributions:
Employer $ -0-
Employee -0-
Commonwealth -0-
Total Contributions $ -0-
INVESTMENT INCOME
Interest and Dividends $ 66,257
Net Appreciation
in Fair Value of Investments (6,133)
Net Investment Income $ 60,124
Total Additions h 60,124
DEDUCTIONS
Benefits Paid $ 62,956
Administrative Expenses -0-
Total Deductions $ 62,956
CHANGE IN NET POSITION $ (2,832)
NET POSITION
- BEGINNING OF YEAR 1,172,951
- END OF YEAR $ 1,170,119

See Accompanying Notes to Basic Financial Statements
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$ 12,486
0=

42,290

$ 54,776
$ 0-
31,102

$ 31,102
$ 85,878
$ 0-
-0-

$ 0-
$ 85,878
676,091

$ 761,969




BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31,2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The Borough of Myerstown is a municipal corporation organized in 1912 under the Commonwealth of
Pennsylvania. Borough Council members are elected by the citizens. The daily operations and management of
the Borough are performed by the administrative staff of the Borough, headed by the Borough Manager, who
is appointed by the Borough Council. Services provided by the Borough include public safety, public works,
public health and welfare, community planning, and culture and recreation.

Reporting Entity

A reporting entity is comprised of the primary government, component units, and other organizations that are
included to insure that the financial statements of the Borough are not misleading. The primary government
consists of all funds, departments, boards, and agencies that are not legally separate from the Borough.

As required by generally accepted accounting principles, these financial statements are to present the Borough
of Myerstown (the primary government) and organizations for which the primary government is financially
accountable. The Borough is financially accountable for an organization if the Borough appoints a voting
majority of the organization's governing board and (1) the Borough is able to significantly influence the
programs or services performed or provided by the organization; or (2) the Borough is legally entitled to or can
otherwise access the organization's resources; the Borough is legally obligated or has otherwise assumed the
responsibility to finance the deficits of, or provide financial support to, the organization; or the Borough is
obligated for the debt of the organization. Component units may also include organizations that are financially
dependent on the Borough in that the Borough approved the budget, the issuance of debt, or the levying of
taxes.

Myerstown Water Authority has been determined by the above criteria as being part of the reporting entity.
The significant factor for including the Authority is the appointment of a voting majority of the Authority
board members and guarantees the debt of the Authority. Myerstown Water Authority issues a separate report
which a copy of the audit is held in the Borough's office and is available for public review.

Measurement Focus and Basis of Accounting

In preparing the financial statements, accounting and financial reporting treatment is determined by the basis
of accounting and the measurement focus. Measurement focus indicates the type of resources being measured
such as current financial resources vs. economic resources. The basis of accounting refers to the timing of
transactions or events recognized in the financial statements.

In the government-wide Statement of Net Position and Statement of Activities both governmental and
business-like activities are presented using the economic measurement focus and the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned and expenses are
recorded when the liability is incurred or economic asset used. Revenues, expenses, gains, losses, assets, and
liabilities resulting from exchange and exchange-like transactions are recognized when the exchange takes
place. Grant income is recognized as revenue when the eligibility requirements have been met.

In the fund financial statements, governmental funds are presented using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this modified accrual basis of
accounting, revenues are recognized when “measurable and available”. Measurable means knowing or being
able to reasonably estimate the amount. Available means collectible within the current period or soon enough
thereafter (within 60 days of period end) to pay current liabilities. Expenditures (including capital outlay) are
recorded when the related fund liability is incurred, except for general obligation bond principal and interest
and compensated absences which are reported when due.

15



BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31,2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Measurement Focus and Basis of Accounting (continued)

All proprietary funds and pension funds utilize the economic resources measurement focus and the accrual
basis of accounting. Under the accrual basis of accounting, revenues are recognized when earned and
expenses are recorded when the liability is incurred or economic asset used. The agency fund has no
measurement focus but uses the accrual basis of accounting.

For purposes of measuring the net pension asset, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Borough of Myerstown Police Pension Fund and additions to/deductions from the Borough of Myerstown
Police Pension Fund's fiduciary net position have been determined on the same basis as they are reported by
the Borough of Myerstown Police Pension Fund. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Basis of Presentation

Government-wide Financial Statements:

The Statement of Net Assets and Statement of Activities display information about the reporting
government as a whole. They include all funds of the reporting entity except for fiduciary funds. The
statements distinguish between governmental and business-type activities. Governmental activities
generally are financed through taxes, intergovernmental revenues, and other non-exchange revenues.
Business-type activities are financed in whole or in part by fees charged to external parties for goods or
services.

The government-wide Statement of Activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenues. Direct expenses are those that are clearly identifiable
within a specific function. Program revenues include 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function.
Taxes and other items not properly included among program revenues are reported instead as general
revenucs.

Fund Financial Statements:

Fund financial statements of the reporting entity are organized into funds, each of which is considered to
be separate accounting entities. Each fund is accounted for by providing a separate set of self-balancing
accounts that constitute its assets, liabilities, fund equity, cash receipts/ revenues, and cash
disbursements/expenses. Funds are organized into three major categories: governmental, proprietary, and
fiduciary.

The emphasis in fund financial statements is on the major funds in either the governmental or business-
type activities categories. Non-major funds by category are summarized into a single column. GASBS
No. 34 sets forth minimum criteria (percentage of the assets, liabilities, revenues or expenditures/ expenses
of either fund category or the governmental and enterprise combined) for the determination of major
funds. The non-major funds are combined in a single column in the fund financial statements.

Governmental Funds

The focus of the governmental funds' measurement (in the fund statements) is upon determination of
financial position and changes in financial position (sources, uses, and balances of financial resources)
rather than upon net income.
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Governmental Funds (continued)

The General Fund is the primary operating fund of the Borough and is always classified as a major fund.
It is used to account for all activities except those required to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are restricted
or committed to disbursements for specified purposes other than debt service or capital projects. The
Borough’s State Liquid Fuels Fund is the sole Special Revenue Fund included in the governmental non-
major funds.

Capital Project Funds are used to account for financial resources to be used for capital outlays. The
Borough maintains one capital project fund - the General Reserve Fund - reported as a non-major fund.

Permanent Funds are used to account for financial resources that are restricted to the extent that only
earnings, and not principal, may be used for purposes that support the government’s programs. The
Beautification Trust Fund is reported as a non-major fund.

Proprietary Funds

Enterprise Fund

Enterprise funds are used to account for business-like activities provided to the general public. These
activities are financed primary by user charges and the measurement of financial activity focuses on net
income measurement similar to the private sector. The reporting entity includes the Sewer Fund. This
fund accounts for the operating activities of the Borough’s sewer system. Also starting in 2014, the
operations of the Borough’s pool were removed from the general fund and are now accounted for as a
separate enterprise fund.

Fiduciary Funds
Trust and Agency Funds

Fiduciary Funds are used to report assets held in a trustee or agency capacity for others and therefore are
not available to support Borough programs. The reporting focus is on net assets and changes in net assets.

The Borough's fiduciary funds are presented in the fiduciary fund financial statements by type. Since by
definition these assets are being held for the benefit of a third party and cannot be used to address activities
or obligations of the government, these funds are not incorporated into the government-wide statements.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriation or are legally segregated for the specific purpose.

Net Position

Net position of the government-wide funds is categorized as restricted or unrestricted. The restricted category
represents the balance of assets restricted by requirements, externally imposed constraints or by legislation.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term governmental securities.
Investments

Investments are stated at fair value which is based on quoted market price.
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Operating Revenues and Expenses

Operating revenues and expenses are those that result from providing services and producing and delivering
goods. It also includes all revenues and expenses not related to capital and related financing, noncapital
financing, or investing activities

Receivables

Receivables consist of all revenues earned at year-end and not yet received. The Borough monitors
outstanding accounts receivable and considers accounts receivable at year end to be fully collectible, therefore,
no allowance for uncollectible amounts are recorded.

Prepaid Expenditures

The Borough uses the purchase method of accounting for prepaid expenditures in its governmental funds
where items are expensed when purchased rather than when consumed. Prepaid expenses of the governmental
activities, proprietary funds and the component unit consist of insurance policies amortized over their effective
dates.

Compensated Absences

It is the Borough’s policy to allow employees to accumulate earned but unused vacation up to forty hours per
year with no limit on the total number of accumulated hours. Component Unit employees may accumulate up
to a maximum of 40 hours to be used in the next calendar quarter. Compensated absences are reported as
accrued in the government-wide, proprietary, and component unit financial statements. Governmental funds
report only matured compensated absences payable to currently terminating employees and is included in
wages and benefits payable, when applicable.

Capital Assets

Capital assets, which include property, plant and equipment, are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements and in the fund financial
statements for proprietary funds. All purchased capital assets are carried at cost. Contributed property is
recorded at the estimated market value at the date of contribution. Depreciation is computed using the
straight-line method. The cost of maintenance and repairs is charged against income as incurred, whereas
significant renewals and betterments are capitalized and deduction is made for retirements resulting from
renewals or betterments.

Depreciation of capital assets is recorded as an allocated expense in the Statement of Activities, with the
accumulated depreciation reflected in the Statement of Net Assets. Depreciation is provided over the assets’
estimated useful lives using the straight-line method of depreciation. A capitalization threshold of $500 is
used to report capital assets for the Borough and $1,000 for the component unit. The range of estimated useful
lives by type of assets is as follows:

Buildings and Improvements 40-50 years
Sewer System 15-39 years
Water System 20-75 years
Equipment 3-20 years
Vehicles 5-10 years
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31,2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Restricted Assets

Restricted assets include cash and investments of the proprietary fund that are legally restricted as to their use.
The primary restricted assets are related to the bond trustee accounts.

Government-wide and Proprietary Fund Net Position

Government wide and proprietary fund net position are divided into three components:
e Invested in capital assets, net of related debt - consist of the historical cost of capital assets less
accumulated depreciation and less any debt that remains outstanding that was used to finance those

assets.

e Restricted - consists of net position that is restricted by the state enabling legislation (through
restrictions on shared revenues), by grantors (both federal and state), and by other contributors.

¢ Unrestricted - all other net assets are reported in this category.

Governmental Fund Balances

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

* Nonspendable - Amounts that cannot be spent either because they are in a nonspendable form or
because they are legally or contractually required to be maintained intact.

e Restricted - Amounts that can be spent only for specific purposes because of enabling legislation, the
township code, state or federal laws, or externally imposed conditions by grantors or creditors.

e Committed - Amounts that can be used only for specific purposes determined by a formal action by
Borough Council ordinance or resolution.

e Assigned - Amounts that are designated by the Borough Council for a particular purpose.

¢ Unassigned - All amounts not included in other spendable classifications.

Use of Restricted Resources

When an expense is incurred that can be paid using either restricted or unrestricted resources (net assets), the
Borough's policy is to first apply the expense toward restricted resources and then toward unrestricted
resources. In governmental funds, the Borough's policy is to first apply the expenditure toward restricted fund
balance and then to other, less restrictive classifications - committed and then assigned fund balances before
using unassigned fund balances.

Risk Management

The Borough is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets,
and errors and omissions. These risks are covered by commercial insurance.



BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Interfund Activity

Interfund activity is reported as reimbursements or transfers. Reimbursements are when one fund incurs a cost,
charges the appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund
transactions are treated as transfers. Transfers between governmental funds are netted as part of the
reconciliation to the government-wide financial statements. Intercompany balances are present when there is a
time lag in the reimbursement and/or transfer.

Budgetary Procedures and Budgetary Accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all funds of
the Borough. All annual appropriations lapse at year end.

During August, a draft budget is prepared by the Borough Manager and forwarded to the Finance Committee.
This committee then prepares the final budget for approval by the Borough Council. The Borough makes
available to the public its proposed operating budget of all funds. The operating budget includes proposed
expenditures and the means of financing them. The Council holds public hearings and a final budget must be
prepared and adopted no later than December 31 through the passage of an ordinance.

All budget revisions require the approval of the Borough Council. There were no budget revisions made
during the year.

The legal level of budgetary control is at the fund level. The carryover fund balance from the prior year and
the current year excess of revenues collected over expenditures paid are available for the appropriation without
formal budget revision.

Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in the
United States of America requires the Borough’s management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Subsequent Event Review

The Borough has evaluated subsequent events through May 8, 2015, the date the financial statements were
available to be issued.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Compliance with Finance Related Legal and Contractual Provisions

The Borough has no known material violations of finance related legal and contractual provisions.

Deficit Fund Balance or Retained Earnings of Individual Funds

There are no deficits in fund balances or net assets at December 31, 2014,

Excess of Expenditures Over Budgeted Appropriations in Individual Funds

The Borough did not incur expenditure in excess of appropriations for the year ended December 31, 2014.
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 3 - CASH AND CASH EQUIVALENTS

Primary Government

Custodial Risk

The Borough is authorized by statute to invest in government securities and insured accounts or their
equivalents. There were no deposit transactions during the year that were in violation of either state
statutes or Borough policy. The Borough deposits cash in one local financial institution. At the year-end,
the Borough's carrying amount of deposits was $4,720,064 excluding $789 petty cash and the bank
balance was $4,758,165. The total bank balance up to $250,000 is covered by federal depository
insurance. The depository pledges assets, not in the Borough’s name, to secure deposits in excess of
$250,000 in accordance with Act 72 of 1971.

Cash equivalents of the Borough consist of funds deposited in the Pennsylvania Local Government
Investment Trust (PLGIT). These funds are invested in federal securities and rated AAAm by Standard &
Poor’s. Balances at December 31, 2014 totaled $1,221,958 per book and $1,222,684 per bank. The cash
equivalents are not categorized by level of credit risk as they are pooled funds and securities are not used
as evidence of investment. Market values of the above instruments are at cost.

The Borough places no limit on the amount deposited in any one issuer. The Borough does not have a
formal investment policy that addresses custodial risk, interest rate risk or credit risk, although the
Borough held no investments exposed to these risks at December 31, 2014.

Component Unit

Custodial Risk

The deposit and investment policy of the Authority adheres to state statutes and prudent business practice.
There were no deposit or investment transactions during the year that were in violation of either the state
statutes or Authority policy.

At year end, the carrying amount of the Authority’s cash deposits were $2,075,682 and the bank balance
was $2,084,262 of which $500,000 was fully insured and $1,584,262 was collateralized by securities held
by the pledging financial institution’s trust department or agent but not in the Authority’s name. When
collateral is required in excess of insured limits, the requirements with Act 72 of 1971 are followed with
respect to pooling, custody and type of collateral.

The Authority places no limit on the amounts deposited in any one issuer. The Authority’s investments in
Fulton Bank and Jonestown Bank and Trust Company represented approximately 80% and 20% of the
total deposits, respectively.

The Authority does not have a formal investment policy that addresses custodial credit risk, concentration
of credit risk, or foreign currency risk. However, the Authority held no investments that were exposed to
these risks as of December 31, 2014.
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 4 - RESTRICTED ASSETS

The Authority component unit maintains separate escrow accounts for developers who advance the Authority
funds to cover expenses for the developer. Developer’s escrow cash and corresponding liabilities represent
amounts received under terms of agreements between the Authority and a developer with respect to
construction by the developer. The escrow amounts represent security for payment of all costs and expenses
incurred by the Authority pursuant to the terms of the agreement. Upon payment of all Authority costs and
expenses, any unexpended balance is returnable to the developer, therefore these are reported as restricted
assets.

The accounts held and administered by a local trust department in conjunction with a bond issue are reported
as restricted assets since their use is restricted by bond indenture.

NOTE 5 - INVESTMENTS

The Borough code provides for the deposit of governmental funds into certain authorized investment types
including U.S. Treasury bills, U.S. Treasury notes, other short term U.S. and Pennsylvania government
obligations or their agencies or instrumentalities and insured or collateralized time deposits and certificates of
deposits.

The Borough does not have a formal investment policy that limits investment maturities as a means of
managing its exposure to fair values losses arising from increasing interest rates, addresses custodial credit
risk, concentration of credit risk, or foreign currency risk. At December 31, 2014, the Borough holds no
investments other than those in its pension funds.

Pension plans are authorized to invest in legal investments permitted under the Pennsylvania Fiduciaries
Investment Act. As of December 31, 2014, the Borough's pension investment balances were as follows:

Investment Type Fair Value Maturity
Bond Mutual Funds $ 360,708 Various

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
Obligations of the U.S. Government are not considered to have credit risk and do not require disclosure of
credit quality. The Borough has no investment policy regarding credit risk. At December 31, 2014, the credit
risk of the Borough's investments in debt securities (including external investment pools, money market funds,
bond mutual funds and other pooled investments of fixed-income securities) was rated as follows:

Average

Fair Value Credit Quali
Bond Fund of America $ 96,586 BBB
Franklin Limited Maturity US Gov. Sec. 36,946 AAA
Franklin US Gov. Securities 82,691 AA
Lord Abbett Core Fixed Income Fund 66,310 A
Templeton Global Bond Fund 78,175 BBB
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31,2014

NOTE 5 - INVESTMENTS (continued)

Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure the counterparty to the
transaction, a government will not be able to recover the value of investment or collateral securities that are in
the possession of an outside party. Investments in external investment pools and in open-end mutual funds are
not exposed to custodial credit risk because their existence is not evidenced by securities that exist in physical
or book entry form. The Borough has no investment policy regarding custodial credit risk for investments.

Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered in
the plan's name, and are held by either: a) the counterparty or b) the counterparty's trust department or agent,
but not in the Borough's name.

At December 31, 2014, the Borough held no investments that were exposed to custodial credit risk.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment or
a deposit. Investments in mutual funds, 2a7-like external investment pools are excluded from this
requirement.

Concentration of Credit Risk and Foreign Currency Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's investment in a
single issue. The Borough held no investments that were exposed to concentration of credit risk or foreign
currency risk as of December 31, 2014,

Separate accounts held at The Edward Jones Company and Hartford Life are commingled pools, rather than
individual securities. As a result, these accounts are not rated. These accounts are not subject to concentration
of credit risk, custodial credit risk or foreign currency risk.

NOTE 6 — FUND BALANCE REPORTING

At December 31, 2014, fund balances are made up of the following:

Non-spendable — Beautification Trust

Restricted: Liquid Fuels $ 139,433
Traffic Light 5,593

$ 145,026

Committed: Unemployment Compensation $§ 91,933
Assigned: Recreation $ 21,900
General Reserve 560.948

$ 582,848
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BOROUGH OF MYERSTOWN

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7 - CAPITAL ASSETS

Primary Government

Governmental Activities:

Non-depreciable Assets
Land

Total Non-depreciable Assets

Depreciable Assets
Buildings and Improvements
Infrastructure
Equipment
Vehicles
Total Depreciable Assets

Less: Accumulated Depreciation for:
Buildings and Improvements
Infrastructure
Equipment
Vehicles

Total Accumulated Depreciation

Net Depreciable Capital Assets

Business Type Activities:
Depreciable Assets
Sewer Plant and Improvements
Equipment
Vehicles
Total Depreciable Assets

Less: Accumulated Depreciation for:
Sewer Plant and Improvements
Equipment
Vehicles

Total Accumulated Depreciation

Net Capital Assets

Total Net Depreciable Capital Assets

December 31, 2014
Beginning Ending
Balance Additions Retirements Balance
$ 71.502 $ -0- $ -0- $ 71.502
$ 71502 $ =il)is $ -0- § 71502
$ 1,342,892 $ -0- $ -0- $ 1,342,892
1,013,203 =0- -0- 1,013,203
409,359 -0- -0- 409,359
211,017 -0- -0- 211,017
$ 2976.471 3 -0- $ -0- $ 2976471
$ 1,093,834 $ 16,524 $ -0- $ 1,110,358
94,497 33,774 -0- 128,271
335,856 15,996 o 351,852
135,792 10,103 -0- 145,895
$ 1.659.979 $ 76397 $ -0- $ 1.736.376
$ 1316492 $ 76397 $ -0- $ 1.240.095
$ 28,771,455 $ -0- $ -0- $ 28,771,455
161,581 -0- -0- 161,581
25,795 -0- =0- 25.795
$28958.831 $ -0- $ -0-  $28958.831
$ 9,160,560 $ 436,748 $ -0- $ 9,597,308
104,820 14,063 -0- 118.883
12.897 5.159 == 18.056
$ 9278277 $ 455,970 $ -0- $9.734.247
$ 19,680,554 $ 455,970 $ -0- $19.244.584
$20.997.046 $ 532,367 $ -0- $20,464,679
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NOTE 7 - CAPITAL ASSETS (continued)

Beginning Ending
Balance Additions Retirements Balance
Component Unit:
Non-depreciable Assets
Land $ 275971 $ -0- $ -0- $§ 275971
Construction in Progress 121,283 1.092.130 -0- 1,213.413
Total Non-depreciable Assets $ 397,254 $1.092,130 $§ -0- $ 1489384
Depreciable Assets
Site Improvements $ 9,244 $ -0- $ -0- $ 9,244
Buildings 84,288 -0- -0- 84,288
Water Systems 12,253,799 -0- -0- 12,253,799
Equipment 279,524 -0- -0- 279,524
Vehicles 75,329 -0- -0- 75.329
Total Depreciable Assets $12.702.184 $ -0- $ -0-  $12.702.184
Less: Accumulated Depreciation for:
Site Improvements $ 7,779 $ 924 $ ~0- 8,703
Buildings 7,984 2,454 -0- 10,438
Water Systems 3,968,424 221.975 -0- 4,190,399
Equipment 141,749 13,196 -0- 154,945
Vehicles 51.089 3.203 -0- 54,292
Total Accumulated Depreciation $ 4.177.025 § 241752 $ -0- § 4418777
Net Depreciable Capital Assets 3 8525,159 $ 850378 $ -0- § 9772791

Depreciation expense was charged to functions of the primary government as follows:

General Government $ 20,419
Public Safety 3,396
Public Works 50,568
Culture and Recreation 2,014
Business-Type Activities 455,970
Component Unit Activities 241,752
Total 4,11

NOTE 8 - PROPERTY TAXES

The total taxable assessed real estate valuation for the year ended December 31, 2014 was $176,808,900. The
Borough’s property tax is levied March 1. The municipal tax rate for 2014 was 1.7622 mills. A 2% discount is
allowed on taxes paid by April 30. Taxes are payable at face value during May and June. A 10% penalty is
added to taxes paid after June 30.

25



BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 9 - DEFERRED OUTFLOWS OF RESOURCES

Business-Type Activities

The advance refunding of the Series A of 2007 guaranteed sewer revenue bonds discussed in Note 10 resulted
in a deferred asset of $1,113,170, the difference between the carrying amount of the old debt and the amount
deposited with the escrow agent to pay the future debt service. The amount will be amortized over twenty-two
years, the remaining life of the 2007 bond series at the refunding date beginning in 2015.

Component Unit

Unamortized bond issuance costs and discount from the advance refunding of the 2006 Bond Series are
capitalized as Loss on Early Retirement of Debt and are being amortized ratable over twenty-two years, the
remaining term of the 1998 bond series at the refunding date.

The costs and related accumulated amortization as of December 31, 2014, are as follow:

Business- Component
Type Unit
Costs $1,113,170 $ 148,991
Accumulated Amortization -0- (8,368)
$1,113,170 $ 140,623

NOTE 10 -NOTES PAYABLE

Governmental Activities

Simultaneously with the issuance of the Series A of 2014, General Obligation Notes Payable discussed under
Business-Type Activities, the Borough issued the General Obligation Notes, Series B of 2014 in the amount of
$1,173,000. The Borough may draw down the proceeds of the Note from the closing date through October 15,
2016. At December 31, 2014, the balance of $12,761 was outstanding, the amount drawn on the note to pay
closing costs. The note bears interest at 2.25% through August, 2021 and thereafter at a variable rate equal to
65% of the Wall Street Journal Prime Rate, not to exceed 4.75% per annum, until August 1, 2036, the final
maturity date.

Business-Type Activities

Millereek-Richland Joint Authority (Authority) issued guaranteed revenue bonds, Series A of 2007, on
September 20, 2007, in the amount of $9,285,000. Proceeds of the Bonds, together with other available funds,
were loaned to the Borough of Myerstown, (the "Borough"), and used to finance a sewer project on behalf of
the Borough.

In October, 2014 the Borough of Myerstown issued General Obligation Note, Series A of 2014 in the amount
of $8,827,000. The note was issued to advance refund the remaining $8,280,000 of outstanding Millcreek-
Richland Joint Authority guaranteed sewer revenue bonds, Series A of 2007. The proceeds of the 2014 Series
A issue were deposited irrevocably into a trust to be invested in direct obligations of the United States of
America until which time they are used to provide for debt service on the 2007 Series A bonds. The 2007
Series A bonds are therefore considered defeased and the note payable to the Authority to pay off the bonds
has been removed from the books of the Borough. The outstanding principal of the defeased bonds is
$8.280.000 at December 31, 2014,

The 2014 Note bears interest at 2.25% until August 1, 2021and thereafter at a variable rate equal to 65% of the
Wall Street Journal Prime Rate, not to exceed 4.75% per annum, until August 1, 2036, the final maturity date.
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NOTE 10 -NOTES PAYABLE (continued)

Principal and interest payments for the next five years and thereafter on the Note, Series A of 2014, assuming
the maximum variable interest rate are as follows:

Year Ended
December 31 Principal Interest Total
2015 $ -0- $ 157,783 $ 157,783
2016 237,000 198,608 435,608
2017 415,000 193,275 608,275
2018 425,000 183,938 608,938
2019 435,000 174,375 609,375
2020-2025 1,855,000 1,189,950 3,044,950
2025-2029 1,915,000 1,123.137 3,038,137
2030-2034 2,410,000 623,675 3,033,675
2035-2036 1.135.000 81.462 1.216.462

$8.827,000 _$3,926,203 $12,753,203

Component Unit

2006 Bond Series

The Myerstown Water Authority, the component unit of the Borough, issued guaranteed water revenue
bonds, Series of 2006, on December 14, 2006 in the amount of $8,220,000. The bonds were issued to
provide financing for the purposes of paying costs and expenses associated with the construction of certain
projects, the advanced refunding of the Series of 1998 bonds, funding a debt service reserve, providing for
interest on the 2006 bond series, and to pay costs and expenses associated with issuing the Series of 2006
bonds. This bond series was advance refunded through the 2013 Note Series. The advance refunding met
the requirements of an in-substance defeasance and the bonds were removed from the Authority’s
financial statements. As of December 31, 2014, the outstanding amount of the 1998 Bonds and the 2006
Bonds was $4,405,000 and $6,860,000, respectively.

2013 Note Series

The Authority issued guaranteed water revenue note, Series of 2013, on August 21, 2013, in the maximum
amount of $9,045,000. The note was issued to provide financing for the purpose of paying costs and
expenses associated with the construction of certain projects, the advance refunding of Series of 2006
bonds, and to pay costs and expenses associated with issuing the Series 2013 note. The note pays interest
semi-annually at an annual interest rate of 2.25% through November, 2020 at which time it becomes a
variable rate at 65% of the national prime rate not to exceed 4.75% Principal payments are due annually to
November 15, 2033. The note is guaranteed by the Borough of Myerstown.
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NOTE 10 -NOTES PAYABLE (continued)

Principal and interest payments for the next five years and thereafter are as follows:

Year Ended
December 31 Principal Interest Total

2015 $ 410,000 $ 187,425 $ 597,425
2016 420,000 178,200 598,200
2017 430,000 168,750 598,750
2018 440,000 159,075 599,075
2019 450,000 149,175 599,175

2020-2024 1,870,000 1,128,950 2,998,950

2025-2029 2,175,000 826,500 3,001,500

2030-2033 1.209.033 259.113 1.468.146

$ 7,404,033

Long-term liabilities changed during the year ended December 31, 2014, as follows:

Balance Balance
12/31/13 Additions Reductions Defeasance 12/31/14
Governmental Activities:
2014 GO Note, Series B $ -0- $ 12,761 $ -0- $ -0- $ 12,761
Business Type Activities:
2014 GO Note, Series A $ -0- $8,827,000 $ -0- $ -0- $8,827,000
Note Payable MRJA 8,465,000 -0- 185,000 8,280,000 -0-
Total $8.465,000 $8,839,761 $ 185,000 $8,280,000 $8,839,761
Component Unit:
Series of 2013 $7,350,000 $1,044,874 $ (405,000) $ -0- $7,404,033

NOTE 11 - LEASE AGREEMENTS

The Borough entered into a lease agreement for the rental of office space in March, 1987 for an initial term of
20 years. The lease is automatically renewable with 4 five year options. Rental income for this property was
$17,333 for the year ended December 31, 2014.
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NOTE 12 — RELATED PARTY TRANSACTIONS

The Authority reimburses the Borough of Myerstown for its share of administrative and operating expenses
provided by the Borough of Myerstown. The Authority also pays monthly bookkeeping and quarterly
administrative charges to the Borough of Myerstown. No formal agreements exist. A summary of these
related party transactions are as follows:

Operating Supplies $ 134
Transmission and Distributions 878
Administrative - Other 2062

The Authority reported a payable to the Borough of $7,840 at December 31, 2014 which represents sewer and
debt service receipts not yet transferred.

NOTE 13 — PENSION TRUST FUNDS

Uniformed Employee’s Pension

Plan description. The Borough maintains a defined benefit pension plan, Borough of Myerstown Police
Pension Fund, which covers prior full-time members of the police force of the Borough. All members of the
force retired in 2014. The Borough of Myerstown Police Pension Fund is a single-employer defined benefit
pension plan which had been controlled by the provisions of Ordinance No. 81 adopted pursuant to Act 600.
During 2014, Ordinance No. 822 was adopted to convert to a non-Act 205 plan whereby normal retirement
dates were revised so that all members were eligible for retirement benefits. The Borough of Myerstown
governs the plan and has the authority to establish and amend the benefit terms and to manage the plan assets.
The Borough has delegated the authority to manage certain plan assets to Edward Jones Company.

Benefits provided. The Borough of Myerstown Police Pension Fund provides retirement, disability, and death
benefits to plan members and their beneficiaries. At December 31, 2014 a member is eligible for normal
retirement after attainment of age 60 and completion of 21 years of service. The normal retirement pension is
payable monthly during the member’s lifetime, with payments continuing after the member’s death to the
surviving spouse, or eligible child, equal to 50% of the amount payable at the member’s death. The amount of
the monthly pension is equal to 50% of average monthly compensation which is based upon total compensation
reported on Form W-2 over the last 60 months of employment. If a member continues working after his normal
retirement date, his pension does not start until he actually retires. The late retirement benefit is the benefit
accrued to the late retirement date.

If a member becomes disabled in the line of duty, he is eligible for a disability pension. The disability pension
is equal to 50% of average monthly compensation determined as of the time of disablement, but no less than
50% of salary at the time of disablement, less social security disability benefits being paid for the same illness
or injury. A member’s benefits vest upon completion of 12 years of service. The vested benefit is a deferred
pension beginning at normal retirement equal to the benefit accrued to the date of termination. The benefit
accrued at any date other than the normal retirement date is equal to the projected normal retirement benefit
multiplied by the ratio of the number of years and completed months of service to date to the number of years
and completed months of service projected to normal retirement.
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 13 — PENSION TRUST FUNDS (continued)

Employees covered. At December 31, 2014, the following employees were covered by the plan:

[nactive employees or beneficiaries currently receiving benefits 3
Inactive employees entitled to but not yet receiving benefits 0
Active employees 0

P

Contributions. Member contributions may be reduced or suspended by annual Borough resolution.
Contributions are currently suspended. Act 205 requires that annual contributions to the plan be based upon the
plan’s Minimum Municipal Obligation (MMO), which is based on the plan’s biennial actuarial valuation. In
accordance with the plan’s governing document, employees are not required to contribute to the plan. The plan
may also be eligible to receive an allocation of state aid from the General Municipal Pension System State Aid
Program which must be used for pension funding. Any funding requirements established by the MMO in
excess of employee contributions and state aid must be paid by the municipality in accordance with Act 205.
The Plan had no contributions required in 2013. A separately issued report of the plan may be obtained in the
Borough office. All three of the participants have retired and it has been determined the plan has sufficient
assets to cover the pension liability.

The Borough’s annual pension cost and related information is as follows:

Annual Pension Cost $ -0-
Contributions Made $ -0-
Actuarial Valuation Date 1/1/13
Actuarial Cost Method Entry Age — Normal
Mortality RP2000 Table
Disability SOA 1987 LTD Table
Asset Valuation Method Market Value
Actuarial Assumptions:

Investment Rate of Return, net of investment expenses 7.5%

Projected salary increases 4.5%

Non-Uniformed Employee’s Retirement

The Borough participates in a defined contribution plan under Section 401 of the Internal Revenue Code which
covers non-uniformed employees. The plan uses the accrual basis of accounting. The plan is governed by the
Borough Council which is responsible for the management of the plan assets. The Borough has delegated the
authority to administer and manage plan assets to Hartford Life Insurance Company. The Borough contributes
16 percent of plan participants' compensation per year. The plan is eligible for an annual allocation from the
General Municipal Pension System State Aid Program which must be used to reduce or eliminate the required
municipal contributions. Employees may also contribute to the plan as long as their total contributions do not
exceed 25% of their compensation. The State contributed $42,291 and the Borough contributed $12,485 to this
plan for the year ended December 31, 2014.



BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014

NOTE 13 — PENSION TRUST FUNDS (continued)

Non-Uniformed Employee’s Retirement (continued)

The Borough also participates in a deferred compensation plan under Section 457 of the Internal Revenue
Code. The Borough has delegated the authority to administer and manage plan assets to Hartford Life
Insurance Company. Refer to the plan document for a detail description of plan benefits. This plan is offered
to all non-uniformed employees of the Borough. Participants may elect to contribute to the Plan a percentage of
compensation as defined in the Plan. Deferrals may not exceed the dollar limit that is set by law. The Borough
contributed $8,238 to this plan in 2014.

NOTE 14 — INTER-MUNICIPAL AGREEMENTS

The Borough has entered into two agreements with municipalities, one with the Township of Millcreek, the
Borough of Richland and the Richland-Millcreek Joint Sewer Authority and the other with Jackson Township
and the Jackson Township Authority. The purpose of these agreements is to define how the municipalities will
share the cost of operating the wastewater treatment facility and share the costs of future expansion.

NOTE 15— CONCENTRATIONS OF CREDIT RISK

There were two customers of the Borough that represented a concentration of credit risk at December 31, 2014.
These customers represent 21% of customer charges for business-type sewer activities.

These two customers also represent 55% of the accounts receivable balance and approximately 33% of the
customer charges for water services for the component unit for the year.

NOTE 16 - COMMITMENTS

The Borough has signed an inter-municipal agreement “Grumbine Plan” pertaining to the repayment from the
overpaid municipalities (that agreed to the plan) to the underpaid entities relating to the former EIT issue. The
Borough agreed to repay the amount owed of $44,387 over a 10 year period at 0% interest beginning in 2011.
The Borough’s annual payments are $4,439. Payments are made to Fulton Bank, paying agent, and the bank is
responsible for distribution of the funds to the underpaid entities. The balance remaining on this commitment at
December 31, 2014 was $26,631.

At December 31, 2011, the Borough had underfunded the Non-Uniform Pension Plan by $5,355. This amount
was paid subsequent to December 31, 2014.

The Component Unit Authority entered into contracts for improvements to the water system. At December 31,
2014, there was $399,260 remaining on these commitments.
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BOROUGH OF MYERSTOWN
NOTES TO BASIC FINANCIAL STATEMENTS
December 31,2014

NOTE 17 - CONTINGENCIES

The Borough provides unemployment compensation to eligible claimants through its own self-funded plan
with the Commonwealth of Pennsylvania. The Borough is liable for unemployment compensation claims out
of its general revenues. Currently $91,933 is set aside for future possible claims.

32



REQUIRED SUPPLEMENTARY INFORMATION



133

"31qe AJfeMow 000Z-d¥ 2yt 01 s9[qel Anuue dnoad oy} wody pajepdn sem uondwnsse Ajenowr [erenioe oy (1)
‘aqeotjdde J1 ‘suoneinun] Surpuny fenjoenuod o [e39] Jo S109)J9 [enuajod ay) ajerodiosur Aprorjdxs jou saop sasodind Funuodai [eroueul Joj syyauaq Jo uoidafoid ay |

‘uepd a3 1o8uons ay) ‘efeiuaasad pajayoriq oyl JOYSIY Ay} ‘A11[1qeI] PANIIJR AU} JO SSAIXA Ul I S}ISSE UdUM ‘I9AIMOL]
-uepd oy 19Suoms ayy ‘oSeiuaolad siyl Joj[ews A} ‘AN[IGRI] PANIdoB papunjun Ue s 21dY) 21aym ‘A[[BIOUdD) anp udym S11Jausq Aed 0] $19SSe JuaIdLINS Junenuwindoe
ur apew ssaiSoxd suepd ay) Jo sisk[eue spie pue uonepuI Jo s1ap2 2 o] sisnlpe Kperewnxordde (9 uwmjod) [joifed paisAod enuue jo a8ejusdiad e se Ajjigel|
paniooe (JO $S9OX3 Ul s)asse) papunjun Juissaidxyg -uoneul Aq paroayie yloq ae [[oifed palsA0d [enuue pue AJI[Iqel] paniode (JO SSIOXa Ul §)3SSB) papunjun ul Spuai],

‘uerd
o Ja8uons ay ‘a8eiuaoiad siyy 1ejeaId Ay ‘A[[eIeuan “I1oxeam Io 1a3uons A[[eloueul) SUIIOd9q SI WI)SAS Y} JOYIAYM SI]BDIPUI ‘dW} JOAO ‘DFejuadiad siy) Jo sisA[euy
'siseq UI125u02-3urod € uo smiejs Suipuny s,uefd ay) jo uonesrpur auo sepraoid (4 uwnjos) AJiqer] paniode ay) Jo afejusssad e se S)9sse Jo anfeA [euen)oe ay) Suissaidxy
‘Suipea[siw 9q UL UOE[OSI Ul AJI[IQRI] PanIode (JO SSOX2 Ul S1ASSe) papunjun pue AJI[IqeI| PaNIdde ‘S}9SSe JO dN[BA [BLIENIOR U] JO JUNOWR IB[[OP 3} JO SISA[RUY

*10J0B} © SB AN[IQRI] PanIode oyl asn Jey) SOljel Ul pue sjuawaiinbal uonngliuod ur spual) 103 Aj[ensn safueyd asoy| ], ‘sagueyd
1o pue saijod Sununoooe ‘spoyewt urpuny etrenioe ‘suoisiaoid 31jouaq ‘suondumsse [eLenioe ul saueyd Aq psjodjJe SI uoneuLiojul puan Jo Ayjiqeredwod ayy,

(2%6'99) 1€0°6L1 %0°LT1 (969°611) CTIT Ry 806°79S €0/1/1
(%6°LT1) L86°161 %L TP (¥8S°St2) S0TSLS 68L°078 SO/1/1
(%6'191) 018261 %8911 (080°T1€) $22°999 Y0E°8L6 LO/1/1
(%0°9€1) L8E6Y1 %8 8€1 (961°€02) G8L°€TS 186°9TL 60/1/1
(2%6°181) TEr°691 %E 161 (981°80€) S0¥°009 165°806 M1/
(260°Z61) ZAN A %1611 (LzEvEe) § 60,089 § 9¢0°S10°T EL/1/1

:Oa\rmi _umﬁm;_umu mO —_O.HHN& Omﬁmm ﬁdﬁqd\ﬁ: m.mwd\ Hbcm mavmmau DH_.NAH

JU2I3J B SB TYV(] pa1aA0) papun,j TVV (TVvV) Aniqer Joonfep uonenje
[o/(e-q)] (0@) (q/e) papunjupn pPanInoy [BLIENIOY [BLIEN)OY [eLren}oY

(e-q) (@) (®)

‘SUIDISAS

JUAWIAINAI JUSWILLIDAOS [BOO] PUE 2JE)S IAYI0 )im suosLiedwoo ayew pue ‘enp uaym syjauaq Ked o) sjosse Junemnunode ul spew ssaidold ssasse ‘siseq UI2OU0D-3UI0T
e uo snjeys Surpuny s,uepd ay) ssasse s1asn djay o3 papueui st }] ‘uoneulojul Arejuswajddns painbal se yymaray pajussaid st uepd ay) Jnoqe uoRULIOJUL PUSI) [BILIOISTH

PI0T ‘1€ 1dquadaq
SOILLVY dHLVTIY ANV LASSY NOISNAJ LAN S.HONO0HOd HHL NI STONVHD 40 I'TNAIHIS
NOLLVIARIOANI AUVINANWATIINS ATIINOTH
NAMOLSYIAN A0 HONOUO4d



BOROUGH OF MYERSTOWN
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BOROUGH CONTRIBUTIONS
Last 10 Years
December 31, 2014

The following table provides an analysis of the contributions for the last ten years for the Police Pension Plan.

Actuarially

Plan Determined Employer Percentage

Year Ended Contribution Contribution Contributed
12-31-05 $14,301 $14,301 100%
12-31-06 -0- -0- 100%
12-31-07 -0- -0- 100%
12-31-08 -0- -0- 100%
12-31-09 -0- -0- 100%
12-31-10 -0- -0- 100%
12-31-11 -0- -0- 100%
12-31-12 -0- -0- 100%
12-31-13 -0- -0- 100%
12-31-14 -0- -0- 100%



BOROUGH OF MYERSTOWN
REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF CHANGES IN REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - GENERAL FUND
For the Year Ended December 31, 2014

Variance with
Final Budget

Original Final Positive
Budget Budget Actual (Negative)

REVENUES
Taxes $ 627,217 $ 627,217 $ 701,266 $ 74,049
Licenses and Permits 50,910 50,910 55,558 4,648
Fines 7.575 7,575 10,143 2,568
Intergovernmental 73,100 73,100 230,045 156,945
Charges for Services 51,035 51,035 52,973 1,938
Investment Earnings 75 75 367 292
Rental Income 18,000 18,000 17,190 (810)
Miscellanous 22,300 22,300 29,630 7,330
TOTAL REVENUES $ 850,212  § 850,212 $ 1,097,172 § 246,960
EXPENDITURES
General Government $ 263315 § 263315  $ 399,493 $ (136,178)
Public Safety 236,750 236,750 189,595 47,155
Public Works 246,735 246,735 309,878 (63,143)
Culture and Recreation 17,795 17,795 21,772 (3,977)
Miscellanous 274,875 274,875 50,086 224,789
TOTAL EXPENDITURES $ 1,039,470 $ 1,039,470 $ 970,824 $ 68,646
Excess of Revenues
Over (Under) Expenditures $ (189,258) % (189,258) § 126348  § 315,606
OTHER FINANCING

SOURCES (USES)
Operating Transfers - Net $ -0- § -0- § (111,659) §$ (111,659)
TOTAL OTHER FINANCING

SOURCES (USES) $ -0-  $ 0- § (111,659) §$ (111,659)
Excess (Deficiency) of Revenues

and Other Financing Sources

Over Expenditures and

Other Financing Uses $ (189,258) § (189,258) § 14,689 § 203,947




