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MervesAmon&BRarsz ue

Cerigffed Public Acoowriants

Independent Auditor’s Report

Board of Directors
Bethel Township Sewer Authority

We have audited the accompanying financial statements of Bethel Township Sewer Authority, a
component unit of Bethel Township, as of and for the year ended December 31, 2013, and the
related notes to the financial statements, which collectively comprise the Authority’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 Respeonsibility

Our responsibility is to express an opinion 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 evidenee about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
inclhuding the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making these risk assessments, the auditor considers internal control
relevant 1o 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 principles 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 opinion.
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BETHEL TOWNSHIP SEWER AUTHORITY
{4 MUNICIPAL AUYHORITY ESTABLISHED BY THE TOWNSHIP OF BETHEL)
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2013
(UNAUDITED)

The 2012 Notes are limited obligations of the Authority pavable solely from and secured
by the receipts and revenues from the sewer system of the Authority and these obligations
are guaranteed by the Township. As part of the 2012 Notes, the Authority covenants to
assess rates and charges, together with other unrestricted funds available to the Authority,
which shall be sufficient to provide the costs to operate and maintain the system and to
pay 115% of the Authority’s estimated debt service obligation.

OVERVIEW OF ANNUAL FINANCIAL REPORT

Management’s discussion and analysis (MD&A) serves as an infroduction to the basic
financial statements and  supplementary information. The MD&A  represents
management’s analysis of the authority’s financial condition and performance.

The financial statements report information about the Authority using full accrual
accounting methods as utilized by similar business activities in the private sector.

The financial statements include a Statement of Net Position; Statement of Revenues,
Expenses and Changes in Net Position; Statement of Cash Flows, Nofes to Financial
Statements and Supplementary Information.

s Statement of Net Position — This statement provides information that will help
the reader determine if the Authority is financially better or worse off as a result
of the vear’s activity.

¢ Statement of Revenues, Expenses and Changes in Net Position — This
statement presents the results of business activities during the fiscal vear and the
amounts by which the net position has changed. All current vear revenues and
expenses are taken into account regardless of when the cash is received or paid.

¢ Statement of Cash Flow ~ Reports changes in cash and cash equivalenis
resuiting from operational, capital and financing, and investment activities.

¢ Notes to Financial Statements ~ The financial statement note disclosures
provide the reader with additional information that is essential to a full
uderstanding of the data presented in the financial statements. The notes also
provide information about the Authority’s accounting policies, significant account
balances, obligations, commitments, contingencies and subsequent events, if any.

The financial statements were prepared by the Authority’s staff from the detailed books

and records of the Authority. The statements were audited during the independent
external audif process by Merves, Amon and Barsz, LLC, Certified Public Accountants,
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BETHEL TOWNSHIP SEWER AUTHORITY
(A MUNICIPAL AUTHORITY ESTABLISHED BY THE TOWNSHIP OF BETHEL)
MANAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2013
(UNAUDITED)

GENERAL TRENDS AND SIGNIFICANT EVENTS

The Authority projects an increase of over 125 EDU during the next five years. Most of
the new units are expetted to be isolated residential construction with at least one larger
towithome development (Independence) and another set of condominium buildings
(Belment Phase 1), With the slowdown in the overall economy the growth rate will
certainly be slower than expected, but if, or when, these proposed units are constructed,
they will generate over $762,500 in tapping fees and approximately $71,000 in annual
rental receipts under the revised rate structure of the Authority,

Bethel Township is required by state law to have a Sewage Facilities Plan. Historically,
the plan has been prepared and implemented by the Authority. Approximately 96% of all
households and businesses in the fownship are serviced by the Authority’s system. On-
lot disposal systems are being utilized by the remaining properties in various sections of
the Township.

FINANCIAL CONDITION OF THE AUTHORITY

The Authority’s overall financial condition was very strong at fiscal year-end. There are
adequate liquid assets to meet next year's goals and objectives for routine operation and
scheduled major capital improvements projects. The overall economy of the Delaware
Valley region has been strained. Housing starts had declined but are expected to continue
to increase gradually in 2014, particularly if mortgage interest rates remain fow.
Nongtheless, sewer rental payments have continued to be received on fime from the vast
majority of residents and businesses in the Township.

Interest earnings are disappointingly low at this time but there are sufficient reserves to
cover any unexpected shortfall in revenue over the next three years and to provide
emergency funding if necessary.

Maljor capital projects planned for the future will be costly, but these costs have been
projected in a long-term capital budget plan and will be paid from tapping fee revenue
and Authority capital funds. The recent sewer rental rate increase and the potential for
tapping fee increases will help to meet the chailenges facing the Authority. Itis very
important to note that gradual rate increases will be necessary in the future. The
Authority, as of January 1, 2014, Increased its sewer rents to $568 per year {($142 per
quarter) for residential users (with the same increased amounts per EDU charged to
conymercial users), Tapping fees were increased in 2012 to 36,100 per EDU. A tapping
fee, the cost assessed by the Authority to connect to its sanitary sewer system, became
effective May 1, 2012, The tapping fee was computed pursuant to the formula provided
under Pennsylvania law. Revenue generated by the tapping fee will provide additional
capital funds for future preventative maintenance and repairs to the Authority’s sanitary
sewer system,
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BETHEL TOWNSHIP SEWER AUTHORITY
(A MUNICIPAL AUTHORITY ESTABLISHED BY THE TOWNSHIP OF BETHEL}
MANAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31,2813
{(UNAUDITED)

We have prepared the MD&A in a manner we hope you find useful. Keep in mind, this
entire report is a financial overview designed to give owr customers and creditors a
general understanding of how the Authority conduets business and accounts for the
money it receives. Should you have questions regarding these stalements, please contact
our office by phone at (610) 358-3893 or e-mail us at btsaf@comeast.net or by writing
1082 Bethel Road, Gamet Valley, PA 19060,

Organization

Board Members Donna J, Vance
Dronna L. Vickers
Steve Maugert
Bill Liiton
Dan Van Wyk

Officers Donna I. Vance, Chairperson
Denna Vickers, Vice-Chairperson
Patricia Petrosky, Secretary/Treasurer

Consulting Engineer Walter A. Fazler, P.E.
Bradford Engineering Associates, Inc.
Aston, Pennsvylvania

Solicitor Laurence L. Smith, Esquire

Simon and Smith, P.C.
Media, Pennsylvania
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‘Bethe! Townshin Sewér Authorify

* Statement of Net Position'

Sl S December 31,2013

- Current Assels
- Sewer rents.receivable, net
‘Recovérable disburseiments, pet
CThpin fees, receivable
-Prepaid expunses
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§ 1750594
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55825
1000
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10052:539
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154008

416511
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Bethel Township Sewer Authority
Statemient of Revenues, Expenses and Changes in Net Position
For the Year Ending December 31, 20813

Operating Revenues

Sewer rentals _ £ LI94010
Miscellaneous fees 68,505
Taotal Operating Revenues 1,863,415

QOperating Expenses
Sewage treatment and conveyancing:

Southem Delaware County Authority 824 827
New Castle County, Delaware 277,928
Operations and maintenance 136,791
Profeszional fees 132,863
General and administrative 163,902
Drepreciafion 372,206
Total Operating Expenses 1,902 517
Operating Loss (39,102)
Hon-Operating Expenses
Interes{ expense {21,518)
Total Non-Operating Expenses {21,518y
Loss Before Capital Contributions {60,620}
Capital Contributions 134,200
Change in Net Position 73,580
Net Position - Beginning 10,474,234
Net Position - Ending $ 10,547,814

See accompanying notes fo financial statements,




Bethel Tow;_tshig Sewer Autherity
SBtatement of Cash Flows

Far the Year Ending December 31, 2013

Cash Flaws From Operating Acfivities

Receipts from customers £ 1L,758.874
Paymeénts i suppliers {1.400,283)
Payments to employees (94,024)
Ciher operating cash receipls 68,505
Mex Cash Provided by Operating Activities 333,072

Cash Flows From Capital and Related Finanging Activities

‘Capital contributions received 134,200
- Irterest expense {21.857)
Principle paymints of notes payable 260,000
Purchases and eonistruction of apital assets {1,165}
Cash Fiows Provided by Capifal and Related
Financing Activities 371,138

Cash Flows From Investine Activities

Change in restricted cash _ 31,6138
Cash Flows. Provided by Investing Activities _ . 31 ‘.ﬁﬁi 3
Increase in Cash and Cash Fquivalents 735,823
- Cash and Cash Equivalents - Beginning. 1,102,221
Cash and Cash Equivalents - Ending _ $ 1E3%044

See accompunying notes to financial statements,
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' Reconciliation of pperating foss to netcash

" provided by operating activities. : I

‘Operating loss. - S (39.0102)

Adjustinénts to reconcile sperating 1oss o net cash ' -
provided by operating sctivities:

Depreciation - ' ' o 372,206
(Increase} decrease ini ’&$S_e:s' _ L _
Sewer rents receivable {66,122)
Recoverable disbucsements 21,086
" Kceounts receivable - other ' S 3000
Prepaid expenses 6,954y
Incresse in Habilities e
Ageounts payable. ' : 20,692
 Accrued payroll and withholdings ' _ 1788
Other noncurrent Habilities ' O 204TR:

Net cash pjmvided'ﬁy operating activities B S = X1yl
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Bethel Township Sewer Aunthority
Notes to Financial Statements
December 31, 2013

Assets Limited as to Use — Held by Trustee

The Authority’s investments are authorized by state law and formerly by the Trust
Indenture. The Authority is permitted to invest in obligations of the 11.8. Government or
any of its agencies or instrumentalities, obligations of the Commonwealth of
Pennsylvaria, is agencies or instrumentalities, obligations of any political subdivision of
the Commonwealth of Pennsylvania, and shares of investment companies registered
under the Investment Company Act of 1940,

The Authority does not have a formal investment policy, other than that addressed by the
Municipal Authortties Act that addresses interest rate and credit risk.

Credit Risk

The Pennsylvania Municipality Authorities Act of 1945 provides for investment of
governmental funds into certain authorized types including U8, Treasury bills, other short-
term U.S. and Pennsylvania government obligations and insured or collateralized time
deposits and certificates of deposit. Statutes do not prescribe regulations related to demand
deposits; however, they do permit pooling of governmental funds for investment. The
Authonity has no investment policy that would further limit its cholces. The deposit and
investment practices of the Authority adhere to state statutes, frust indenture requirements
and prudent business practice.

The Authority entered into a debt agreement on November 15, 2012, as described in
Note 5, below. A downgrade in the Moody’s Investors Service and Standard and Poor’s
can precipitate collateralization requirements under the Delaware Valley Regional
Finance Authority’s Loan Agreement. The failure to post collateral when it is required
constitutes an event of default under the Delaware Valley Regional Finance Authority’s
Loan Agreement and may result in termination. See termination risk below.

Custodial Credit Risk

Amounts invested in money market mutual funds are not subject to custodial credit risk
categorizations sinee they are not evidenced by securities that exit in physical or book entry
form.
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Bethel Township Sewer Authority

Notes to Financial Statements

December 31, 2013

Property. Plant and Eguipment

The capital assets activity for the year ended December 31, 2013 was as follows:

Capital assets not being depreciated:
Land

Capital asseis being depreciated:
Metering pit

O3ffice equipment

Phase | extension

Sewer systeny

Treatment plant capacity

(apital contribution for improvements
Total capital assets being depreciated
Total capital assets

Accummulated depreciation:

Metering pit

Office equipment

Phase | extension

Sewer system

Treatment plant capacity

Capital contribution for improvements
Total capital assets

Met Totals

Notes Pavable

Additions Retirements

Beginning and and Ending

Balance Transfers Transfers Balance
5 12674} 3 - 3 - 3 129.74¢1
47,530 - - 47,5830
36,692 1,165 - 37,857
629,682 . - 629,682
12,967 025 “ . 12,967,025
108,892 - - 108,392
1.060.000 - - 1,000,000
14789821 1.165 - 14,790,986
314519562 3 1165 b - $14920727
$ 31,324 5 1044 $ - § 32,368
20,428 3,522 - 23,950
208,938 15,742 - 224680
3,979414 324,176 - 4,303,590
38,239 2722 - 41,061
337,508 25,000 - 362,306
$ 4615943 §372.206 g - $ 4,588 149
$16.303 619 (23710410 by - 5 8932378

On November 15, 2012, the Authority authorized the issuance of Guaranteed Revenue

Notes, 2012 Series {the “2012 Notes™) totaling $2,125,000 and entered into an

agreement (the “Loan Agreement) with the Delaware Valley Regional Finance Authority
(the, “Lender™). The 2012 Notes are funded through the Lender’s Loan Program, (the
“Ioan Program™) where the Lender, {from time to time, will enter into master interest
rate swap agreements in order to hedge exposure to future changes in fong-term interest
rates and provide borrowers with an enhanced ability to manage their interest rate risks.

The 2012 Notes are guaranteed by the Bethel Township, Delaware County Sewer
Authority and were issued to provide funds for certain capital projects consisting of a)
improvements to the wastewater system, b) redemption of the 2003 Bonds, and ¢) costs

of issuance of the 2012 Notes. The notes were issued in the following series:
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MNote 5

Bethel Township Sewer Authority

Notes to Financial Stalements
December 31, 20613

Notes Pavahle (Continued)

Guaranteed Revenue Notes, 2012 A-1 Series in the amount of $645,000 were issued with
principal payable annually on April 25 beginning April 25, 2013 and ending on April 25,
2020.

Guaranteed Revenue Notes, 2012 A-2 Series in the amount of $450,000 were issued with
principal payable annually on April 25 beginning April 25, 2021 and ending April 25,
20625,

Guaranteed Revenue Notes, 2012 B-1 Series in the amount of $236,0600 were issued with
principal payable annually on October 25 beginning October 25, 2014 and ending
October 25, 2016,

Guaranteed Revenue Notes, 2012 B-2 Series in the amount of $336,000 were issued with
principal payable annually on October 25 beginning October 25, 2017 and ending
October 25, 2020.

Guaranteed Revenue Notes, 2012 B-3 Series in the amount of $458,000 were issued with
principal payable anmually on October 25 beginning October 25, 2021 and ending
October 25, 2025.

As of December 31, 2013, the Authority has closed on and received the funds related to
both A series notes as well as Series B-1 and B-2 totaling $1,667,000 and has made
repayments on Series A-1 in the amount of $76,000 resulting in an outstanding balance
as of December 31, 2013 of $1,591,000. The Authority is expected to close on the B-3
series on October 25, 2014,

[nterest related to these borrowings was originally based on a variable rate, based upon
the weekly Securilies Industry and Financial Markets Association Municipal Swap Index
(the, “SIFMA Index™) up to a maximum rate of 15%.

In 2012, the Authority executed an interest rate swap management policy and, Pursuant
to Section 4.01 of the Loan Agreement, requested the Lender o covert the intersst rate to
fixed rates of 1.72% and 1.981% for Series A and B, respectively by executing master
swap agreements to which the Authority is not a direct party.
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MNote 5

Note 6

Bethel Township Sewer Authority

Notes to Financial Statements

December 31,2013

Notes Pavable (Continued)

per ED

The aggregate annual principal and interest payment requirements for each of the
following vears ending December 31 are as follows:

Principal Interest
2014 § 154,000 § 238650
2015 157,000 215,550
2016 160,000 192,000
2017 163,000 168,000
2018 166,000 143,550
2019-2027 791.000 416.850
Total $1.591.000 $ 1.374.600

12312017 Additions

Guaranteed Revenue MNotes

Series 2012 A $1.095,000 §$ -
Cuaraniesd Rovenne Motes

Serfes 2012 B 236004 336,600
Toal $1.331.000 5336000
Sewer Rentals

Annual
Charge
per EDU

Fiat Iron Point Sewer District $ 528

Southern Delaware County Sewer District 528
Total residential

Commercial

Total

iy .

Reductions 124312013

Notes payable activity for the year ended December 31, 2013 is as follows:

Thie within
gne yEat

76,800 FLOID000

- 572.000

$ 76000 $1591.000

$ 77,000

17000

£134.000

Sewer rates and charges are imposed on the users of the system. Effective January 1,
2012, sewer rental rates for residential customers are imposed at the annual rate of $528
U, Commercial customers are billed at a quarterly rate of $145 plus additional
charges for usage over 15,000 gatlons. Sources of sewer rent billings and
dwelling units (EDUs) are as follows:

equivalent

Sewer

EDUs as of Renis

12431413 2013
1.0435.45 3 551,997
2.162.00 1.141.536
3,207 45 1,693,533
175.39 101,377
3,382 48 $1.794 910
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Bethel Tawnship Sewer Authority
Notes to Financial Statements
December 31, 2013

Note @ Commitments and Contingencles

The Auvthority enfered into along term lease agreement for office rental space with the
- Township. The lease began October 1, 2010 and it ends on September 30, 2020, The
amount paid in 2013 was $7,824. The annual lease payments are as follows:

2014 $ 7.824
2015 7.824
2016 7 824
2017 7.824
2018 7,824
2019-2020 13,692
Total $52812

Litigation :

The Awthority is involved in certain claims and legal actions, which arise in the ordinary
course of business. In the opinion of management and legal counsel, there are no such
matiers pending that are expected to be material in relation to the Authonty’s financial
condition or results of operations.

‘Note 10 Subsequent Evénts

The Authority’s mapagement has evalvated subsequent events through June 27, 2014,
the date.on which the financial statements were available to be issued.
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Bethel Towunship Sewer Aathority

Required Supplementary Information

Budset to Actual ~ Unandited

For the Year Ending December 31, 2013

Operating Revenues
Sewer rentals
Sewer Rentals - Residential
Sewer Rentals - Commercial
Miscelianeous fees
Total Operating Revenues

Operating Expenses
Sewage treatment and conveyancing:
Southern Delaware County Authority
New Castle County, Delaware
Operations and maintenance
Professional fees
Accounting Fees
Engineering
Legal Fees
General and administrative
Payroll Expense
Degpreciation
Total Operating Expenses

Operating Income {Loss)

Non-Cperating Expenses
Interest expense
Total Non-Operating Expenses

Income {Loss) Before Capital Contributions

Capital Contributions

Change in Net Position

26

Budget Actual
$ 1677456  § 1,693,533
127,000 101,377
35,138 68,505
1,839,504 1.863,415
854,036 824,827
364,376 277,928
201,350 130,791
38,000 46,137
60,000 43,599
50,000 43,127
50,577 58,035
99,751 105,867
85975 372,206
1,804,068 1.902,517
35,526 (39,102)
(23,748) (21,518)
{23,748) (21,518)
11,778 (60,620
- 134,200
$ 11,778 $ 73,580




Bethel Township Sewer Authority
Supplementary Information — Graphic Analysis
December 31, 2013

Revenues
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Bethe! Township Sewer Authority
Five Year Trend Analysis - Sewer Rents
Years Ended December 31
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Bethel Township Sewer Authority
Ten Year Trend Analysis - Sawer Rents
Years Ended December 31

wevimd
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Bethel Township Sewer Authority

Supplementary Information — Graphic Analysis

December 31, 2013

Bethel Township Sewer Authority

Five Year Trend Analysis - Equivalent Dwelling Units

1009
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