Lower Macungie Township 2009 Audit

Presented By:
Larry S. Shaub, CPA, Partner
June 17, 2010
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ANNUAL REPORT CONTENT
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Annual Report Content

 Auditor’s Opinion
- Management’'s Discussion and Analysis

« 2 Entity-wide financial statements, full-accrual basis of
accounting, all funds except pension funds

« 2 Governmental fund type financial statements, modified
accrual basis of accounting
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Annual Report Content

3 Proprietary fund type financial statements, full-accrual
basis of accounting

* Reconciliations between entity-wide statements and fund
statements

- 2 Fiduciary fund (pension fund and agency fund)
financial statements full-accrual basis of accounting

* Notes to the financial statements

* Required supplementary information, budget to actual
comparisons
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AUDIT HIGHLIGHTS
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Audit Highlights

* Year Ended December 31, 2009
 Auditor's Opinion — Ungualified
* Financial statements prepared in accordance with
accounting principles generally accepted in the United
States.

* Audit conducted in accordance with auditing standards
generally accepted in the United States
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Audit Highlights

* Increase in entity-wide net assets of $ 10.2 million
iIncluding contributed assets of $9.6 million

 Increase in total revenues of $ 4.3 million
* Increase in total expenses of $ 1.9 million
 Increase in capital assets of $ 14.5 million
 Increase in long-term debt of $ 3.5 million

i

Reinsel Kuntz Lesher.
Certified Public Accountants and Consultants



Audit Highlights

* General Fund current year deficit $ 241 thousand

- Negative variance on General Fund revenue of $ 908
thousand

 Positive variance on General Fund expenditures of $ 353
thousand

* Net increase in pension assets of $388 thousand
 Audit reports filled timely with DCED

 Audit completed within timelines agreed
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REQUIRED
COMMUNICATIONS
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Required Communications

Significant Estimates
- Capital asset lives
- Fair value of investments

 Fair value of donated infrastructure

* Allowances for uncollectible utility billings
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Required Communications

Audit Adjustments:

9 Audit adjustments, (13 in 2008 and 11 in
2007) to books presented for audit.
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Required Communications

- Adoption of new accounting standards

 FASB ASC 105-10 Accounting Codification
« FASB ASC 855 Subsequent Events

* No unusual transactions
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Required Communications

No disagreements with management

No consultations with other accounting firms

No difficulties in performing the audit

1 passed adjustment
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FINANCIAL RESULTS
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Financial Results

Government Wide

$228,018
2009 $60,047,920

$13,160,088

$91,311
2008 $45,595,692

$13,894,653

$98,335
2007 $39,378,838

$11,809,390

$0 $20,000,000  $40,000,000 $60,000,000 $80,000,000

™ Non-currentAssets mCapitalAssets © Current Assents

Reinsel Kuntz Lesher.
Certified Public Accountants and Consultants



Financial Results

Government Wide

,801,575
2009

$2,362,027

$2,416,107
$1,905,120

2008

$2,755,300

2007
$1,148,883

L

$ $2,000,000 $4,000,000 $6,000,000

m [ ong-term Liabilies = Current Liabilities
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Financial Results

Government Wide

2009

$5,880,000

2008

2007

$- $1,000,000  $2,000,000  $3,000,000  $4,000,000 $5,000,000  $6,000,000
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Financial Results

Government Wide

$430,525
2009 $10,684,061

$54,157,838

$905,872

2008 $10,951,243

$43,220,692

$426,509

2007 $10,018,698

$36,838,838

$0 $10,000,000 $20,000,000 $30,000,000 $40,000,000 $50,000,000 $60,000,000

_ ™ Restricted  ®mUnrestricted © Invested in Capital Assets
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Financlal Results

Government Wide

$237,080
$313,493
$274,163

$121,891
$227,558
$684,730

Other

Investment Earnings

Capital Grants — TR $10,991,024
. $902,089
Operating Grants $1,079,651
$971,660
$231,118
Other Taxes I $143.044
$107,659
$858 417
Transfer Taxes $976.4%
$4,578,151
Earned Income Taxes $4,940,000
$4,305,000
. $6,402,738
Charges for Service $6,064,668
$6,264,482
$- $2,000,000 $4,000,000 $6,000,000 $8,000,000 $10,000,000
e = 2009 m2008 = 2007
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Financlal Results

Government Wide

$1,490,502
$1,250,798

Depreciation
$1,553,625

1 $1,497,676
Culture and Recreation $1.302,628
$1,216,543
$1,619,220

All Other $1.185.560

$1,192,141

$1,608,538
General Government $1.392.195
$1,447,789
. $1,668,756
Public Works $1 585 086
$2,042,180
. $2,233,811
Solid Waste $2.186.190
$2,071,911
$3,085,126
Sewer Fund $2.332.535
$2,422,040
. $924 262
Public Safety $999,429
$1,089,022
$- $500,000 $1,000,000 $1,500,000 $2,000,000 $2,500,000 $3,000,000 $3,500,000
A =2009 m2008 . 2007
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Financlal Results

Government Wide

$10,194,617 $7,793,762

$3,000,000 -

$2,500,000 -
$1,943,093

$2,000,000 -

$1,500,000 -

$1,000,000 -

$500,000 -

$- -
2009 2008 2007

P =

Reinsel Kuntz Lesher.

Change in Net Assets



Financlal Results

General Fund

$1,229,258

$1,300,000 -
$1,100,000 -
$900,000 -
$700,000 -
$500,000 -
$300,000 -
$100,000 -

$(100,000) j

$(300,000) | ¢(241,204)
$(500,000) -

$526,217

1

N

2009 2008 2007
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Financlal Results

General Fund

$8,634,950

$9,000,000
$8,000,000
$7,000,000
$6,000,000
$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000

$-

2009 2008 2007
B Unreserved, Undesignated
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Financlal Results

General Fund

REVENUE - VARIANCE

$750,000 - e $653,156
$500,000 -
$250,000 -

4 -
$(250,000)

$(500,000)

$(750,000)

$(908,329)

$(1,000,000)

2009 2008 2007
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Financlal Results

General Fund

EXPENDITURE- VARIANCE

$1,000,000 -
$750,000 - $649,714
$500,000 $353,189
$250,000
$- ] | IIIIII::::::T_
$(123,939
$(250,000)
e M 2009 2008 2007
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Financial Results

Capital Projects Fund

$600,000 - $567,178

$500,000 -

$400,000 -

$200,000 -
$106,531

$100,000
$-

2009 2008 2007

s B Unreserved, Undesignated
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Financial Results

Liquid Fuels Fund

$1,100,000 -
$900,000 - $905,872
$700,000 -
oo PAs0525 $426,509
$300,000
$100,000
$(100,000) - ' . l
2009 2008 2007
B Reserved
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Financial Results

Developer Fee Fund

$500,000 -
$419,659 $414,331

$400,000
$314,958

$300,000

$200,000

$100,000

$-

2009 2008 2007

- B Unrestricted
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Financlal Results

Debt Service Fund

$350,000 - $320,021
$300,000 -
$250,000 -
$200,000 -
$150,000 -
$100,000 -
$50,000 -

$- -

$93

2009 2008 2007

B B Unrestricted
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Financlal Results

Proprietary Activity

Solid Waste Fund

$400,000 -

$316,341

$200,000

$100,524

$58,056

2009 2008 2007
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Financlal Results

Proprietary Activity

Solid Waste Fund

$594,047

$600,000

$400,000

$277,706
$219,650

$200,000 -

2009 2008 2007
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Financlal Results

Proprietary Activity

Sewer Fund

$3,000,000 - $2.822,258

$2,500,000 -

$2,000,000 -

$1,500,000 $1,328,612

$1,000,000

$500,000 $229 641

$-

2009 2008 2007
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Financlal Results

Proprietary Activity

Sewer Fund

$11,000,000 - $10,857,311
$10,000,000
$9,000,000
$8,000,000
$7,000,000
$6,000,000
$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000
$-

$9,528,699

$6,706,441

NONCN NN NN N NN

2009 2008 2007
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INTERNAL CONTROL
COMMENTS
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Internal Control Comments

Auditing Standards Statement 112" Communicating
Internal Control Matters Identified in an Audit”

« Control Deficiencies
- Significant Deficiencies
« Material Weaknesses
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Internal Control Comments

* No Material Weaknesses (None in 2008 and 4 in 2007
audit)

* No Significant Deficiencies (5 in 2008 and 2 in 2007 audit)

4 Control Deficiencies Areas Reported
(4 in 2008 and 10 in 2007 audit)

2 Management Letter comments
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Internal Control Comments

Control Deficiencies

- Required adjustments in the area of new debt issuance
and deferred revenue from developer contributions

» Escrow Fund Activity is recorded in QuickBooks and not
part of the Township’s accounting system
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Internal Control Comments

Control Deficiencies

+ Use of pre-numbered of forms for Permit Applications
and reconciliation to cash received

« Accounts Receivable subsidiary ledger does not agree
to the General Ledger in sewer and solid waste due to

unapplied credits
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Management Letter Comments

* Un-reconciled items on bank reconciliations

- Need for a capital asset system that is integrated
with the general ledger
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Thank you for the
opportunity to serve you.
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