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INDEPENDENT AUDITORS’ REPORT

To the Borough Council
Borough of Catasauqua
Catasauqua, Pennsylvania

Report on the Financiél Statements

We have audited the accompanying cash basis financial statements of the governmental activities, the business-type
activities, each major fund, and aggregate remaining fund information of the Borough of Catasauqua, as of and for the
year ended December 31, 2019, and the related notes to the financial statements, which collectively comprise the
Borough's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those 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 overali
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.

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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Opinfons

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
cash basis financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Borough of Catasaugua, as of December 31, 2019, and the
respective changes in cash basis financial position and, where applicable, cash flows thereof for the year then
ended in accordance with the cash basis of accounting described in Note 1.

Basis of Accounting

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

Emphasis of Matters

As described in Note 12 to the financial statements, errors related to fixed assets and due to other funds were
discovered during the current year, Accordingly, net position has been restated as of January 1, 2019, Our apinion is
not medified with respect to this matter.

As discussed in Note 13 {o the financial statements, the United States is currently operating under a state of National
Emergency due to the Coronavirus Pandemic. Our opinion is not with respect to this matter.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements as a whole that
collectively comprise the Borough of Catasauqua's basic financial statements. The budgetary comparison
information and pension information on pages 36 and 37 - 38, which are the responsibility of management, are
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such
information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements, and accordingly, we do not express an opinion or provide any assurance on it.

Kirde, Semmat Co. LLP

January 31, 2021
East Stroudsburg, Pennsylvania




BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
STATEMENT OF NET POSITION - CASH BASIS
DECEMBER 31, 2019

Governmental Business-type
ASSETS Activities Activities Totals
Cash and cash equivalents $ 803,663 $ 389,547 $ 1,183,210
Vendor overpayment - 32,402 32,402
Interfund balances 4,746 52,446 57,192
Capital assets, net of depreciation - 5,283,380 5,283,380
TOTAL ASSETS 808,409 5,757,775 6,566,184
LIABILITIES
Interfund balances 53,975 3,217 57,192
Other liabilities 1,823 - 1,823
Current portion of fong-term debt - 260,313 260,313
Long-term debt - 4,187,946 4,187,946
TOTAL LIABILITIES 55,798 4,451,476 4,507,274
NET POSITION
Net investment in capital assets - 835,121 835,121
Restricted for:
Liquid fuels 120,084 - 120,064
Escrows 1,823 “ 1,823
Unrestricted 630,724 471,178 1,101,902
TOTAL NET POSITION % 752,611 $ 1,306,209 $ 2,058,910

See accompanying notes to basic financial statements.




‘SJUDWIDIE]S |eroUBUY DiSeq 03 $3j0u BuiAusduwloooe aag

(S/¥'e80'y} (zes'zoe) (1¥6'02¢'%) s g5.'6el $ L17'020°¢ $ S79'ErL'e $  jJuswuieaoB Aewnd |ejo)
(zes'zog) (ze5'29¢) - - GZ6'691'Z L15V°285'2 soRIAlRE adfrssauisng [B10)
Bze'LEl) (6z6'ZE1) - - 201659 1£9° 262 lelepm
(ye2'1E2) (rez1e2) - - BSO'ES £68°¢LE UONJOBjOD JSIBMAISBAN

L£9'9 1£9°9 - - #9221 L £E6°0Z9°L Iameg

:safianse sdfy-sseuisng

(1ve'0Ze'y) - (1¥6'02E ¥} 96/ ‘6EY Z6Y'058 621°119's sapIARE jRUawUISACh (ejo )

- - - - - - pajeootieun - gonepaadag
(680'2) - (680'2) - - 680'2 Jayjo pug sNoVUER|[BISIN
(otv'pss) - (0¥¥'t62) - - Ot¥'PGL paje(al Jaap pue Jsalsug
{£98'168) - (ce8'168) - - £ge'i68 syyauag aako|dwg
{+zr'g6) - (¥ey'ss) - - YEY'es souBInsSU]
(Zer'es) - (zevr'es) - - AN ] justdopaasp ARUNLILIOD
(£10'228) - (£10'228) - OpL'00L 1G62'12Y UOIB2DB PUB UMHAD
(85'c0L'1) - (£85'¢0tL")) YBS'0CE £6£9 #86'08E"L S}IoM DNjand
{850'¥20) - (650'v29) 08Z'0¢ BSS'ChL 865'26¢€'L uonoadsul anjoajoad pue fsges oland
{000'99%} - (000'99Y) $ z88'98l $ - $ Z88'¥G9 ¢ uonensiuIWPE JuswuiaAch |eisussn

ISBIIANOR [EJLDUNLISAODY
s|ejol SIYANOY SOIRANDY suonnqlUuo) S3JAIBG sasuadxy S3IPARDY wesboid
adfy-ssouisng {eJUaLILIBAOL) puUE SjuBIS) 1oj sabieyn
uoIlsod 12N Ul sabueyn pue Bunesado pue sauid ‘s394

SanuaAay (sasuadxl) jJan

SANUDADY Eﬁ._mo._n_

6102 ‘1€ ¥3BWID3A AIANT HVYIA IHL HOS
SISVE HSYD - SALLIALLDY 40 INAW31VYLS
VINVATASNNI ‘ALNNOD HOIHIAT
YNUNYSY.LVD 40 HONOHOY



‘SIUSLUS)E]S {BIDUB UL OISBY 0} $3j0u Bulfuedwoose o8

016'850'C $ 662°90¢'L $ 119'252 $ JEaj JO pu3l je uolusod 12N

ZoL'eLl'e PEZ'699" | SrE'CFFL pealeysal se-seah jo buluuibaqg Je uomisod joN
(2617504 (gs6'z9t) {1527 169) uonIsod 39N Ut abueyn

L8Z'629'c [(42) ¥0.'629'€ SI9)SUEI] PUB SANUSAD) [elouab |ejo)

- (820°8) 8.0'6 SpUN) Usamiag SISJSuBs]
Sh¥'69Z - G¥'69Z S}@SSE JO [esodsip U (S50} UED)
981'¢52 - 881'esz SWOoDL SNODUB|OOSIN
686'1Z G59°2 0eg'el sBujusea JuaLusanu]
09¥'6E - 0S¥'6¢ SH240f pUEB SUI
199'621 - 195621 syuued pue sasuaol
£01'688 - £0L's88 sasodind jesauab oy palns| sexel Iayl0
605'080°Z - 685'080°2 sssodind |erousb Jo) paiag; 'sexe) Auadold

IS2NUSAS] [elauar)
s[ejoL SORIANOY SAIARDY
adf3-ssauishg [eJLA LILISAOL)

UOEHSO4 }2N Ul sabueys pue
s3aNUBAIY (Sasuadxz) IoN

6102 ‘L£ ¥3gNI D30 gIANT HY3IA IHL HOA

QaANNILNCD - SISYA HSVYD - STILIALLDY 0 LNINILVLS

VINVATASNNI A ‘ALNNOD HOIHTT
YNONYSVYivO J0 HONOWOod



"SUBWSES jBIoUBUY JISEq 0} sajou Bulluedwoooe seg

60¥'908 $ 908%¢ $ - $ ¥o0'0ZL ¢ BER'GRO ¢ S3IONVIVE ANNd ANV S3ILTEYIT TVLOL
L19'26s {o¥e'2) - ¥90'02k 184'¥ED S3IONVIVE ANNd TVYLOL
¥24'089 {ovz'z) - - $96'2€9 pajeisal se-paubisseun
489121 - - #90'021 £Z8'l pajoMISay
SADNVYIVE ONNd
861'GS ovL'y - - 750'L8 SALITIGYIT Y101
£zZ8'l - - - £z8’l sjqeded moios3
G/B'ES ovi'y - - 6ZC'6Y spung-sdij-ssauisng
- ¢ - ¢ - [ g - $ SpUN}-3dAl-[BJUSWILISACD
:sopqeled punpauy
CENRIET
SIONV IV aNNd NV SILI1IgvI1
80308 $ 905%¢ $ - $  ¥90'0Z) $  BES'GR9 $ s1388VY 1Vli0oL
obsL'y - - - opl'y spuny-adA}-ssauisng
- - - - - spury-2dAHEIUSWILIBACS
SaiqeAieoss pUnLISILY
£99°¢08 $ 905%T ¢ - $  $O0°0ZI $ £60'189 $ sjuajeainba yseo pue ysen
S13ISSY
spung pung puny puny pundg
|EIUSWLLIBADL) juswdojaaaqg 2J1AI9G 192 standg |esouac
[el04 Ajunwuwod pinbr
spun. Jofew-uoN spund Jolep
6102 ‘1€ ¥39W3o3a

SANNd “IVLNSNNHIAOD

SISVYE HSVD - S133HS 3ONVIVd
VINVATASNNId ‘ALNNOD HOIHIT
YNONVSViVI 40 HONOWOd



BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES -CASH BASIS - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2019

Revenues:
Taxes
Licenses and permits
Fines
Interest and rents
Intergovernmental
Charges for services
Miscellanegus

Expenditures:
General government

Total Revenues

Public safety and protective inspection

Sanitation

Highways and streets
Storm water & flood control
Culture and recreation
Economic development
Debt service - principal
Debt service - interest
Insurance

Employee benefits
Pension
Unemployment

Total Expenditures

Excess (defciency) in Revenues over expenses

Other Financing Sources {Uses);

Proceeds from sale of Authority rights

Cperation transfers in (out)

Total Other Financing Sources (Uses);

Net changes in fund balances

Fund balances at beginning of year-as restated

Fund balances at end of year

Major Funds Nonmajor Funds
Liquid Community Total
General Fuels Development Debt Service Governmental
Fund Fund Fund Fund Funds

$ 2015642 % - % - 8 - $ 2915842
129,561 - - - 129,561
38,460 - - - 39,460
136,978 3,901 20 - 140,899
230,376 206,379 - - 438,765
850,492 - - - 850,492
123,531 - - - 123 431
4,435,040 204,280 20 - 4,639,340
654,882 - - B 654,882
1,397,698 - " u 1,397,698
643,947 - - - 643,947
560,823 123,898 - - 684,721
1,916 - - B 1,916
427,757 - - - 427,757
53,432 - - - 53,432

- - - 437,446 437 446

- - - 316,994 316,994

98,424 - - - 98,424
801,550 - - - 801,550
75,889 - . - 75,889
14,444 - - - 14,444
4,730,762 123,898 - 754,440 5,609,100
(295,722) 80,382 20 (754,440) (969,760)
269,445 - - - 269,445
(756,284} 10,922 - 754,440 9,078
(486,839) 10,822 - 754,440 278,523
(782,561) 91,304 20 - {691,237)
1,417,348 28,760 (2,260) - 1,443,848
$ 634,787 & 120,064 § (2,240) % - 8 752,611

See accompanying notes to basic financial slatements.




BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
STATEMENT OF NET POSITION - CASH BASIS
PROPRIETARY FUNDS

DECEMBER 31, 2019

ASSETS
Current Assets:
Cash and cash equivalents
Due from other funds
Vendor overpayment
Total Current Assets

Capital Assets:
Sewer system, net of accumutated depreciation
Water system, net of accumulated depreciation
TOTAL ASSETS

LIABILITIES
Current Liabilities
Due 1o other funds
Current portion of long-term debt
Total Current Liabilities

Noncurrent Liabilities
Water revente notes payable, net of current portion
Bonds payable, nat of current portion
Total Noncurrent Liabilities
TOTAL LIABILITIES

NET POSITION
Net investment in capital assets

Unrestricted
TOTAL NET POSITION

Wastewater Total
Sewer Collection Water Proprietary

Fund Fund Fund Funds
$ 93,080 $ 144,191 $ 152,267 $ 389,547
16,195 15,658 20,693 52,446
. - 32,402 32,402
109,284 159,849 205,262 474,395
4,893,669 107,974 - 5,001,643
- - 281,737 281,737
$ 5002953 § 267823 $ 486,999 $ 5,757,775
$ - $ 1,475 3 1,742 $ 3,217
235,000 - 25,313 260,313
235,000 1,475 27,055 263,530
- - 57,946 57,948
4,130,000 - - 4,130,000
4,130,000 - 57,846 4,187,946
4,365,000 1,475 85,001 4,451 476
528,669 107,974 198,478 835,121
109,284 168,374 203,520 471,178
3 637,953 $ 266,348 3 401,998 $ 1,306,299

See accompanying notes to basic financial statements.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN NET POSITION -
CASH BASIS - PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2019

Wastewater Total
Sewer Collection Water Proprietary
Fund Fund Fund Funds
Operating Revenues:
Licenses & permils $ 4,250 3 - - $ 4,250
Charges for services 1,423,315 87,659 665,086 2,176,040
Total Operating Revenues 1,427,565 87,659 665,066 2,180,290
Operating Expenses:
Personne! services 554,797 193,814 338,408 1,087,019
Maintenance, opertations, and contract services 356,017 82,713 251,421 690,151
Supplies 31,781 10,627 28,204 70,612
Materials - 21,224 86,711 107,935
Utilities 93,984 - 60,790 154,774
Depreciation 282,594 5515 28,188 316,287
Total Operating Expenses 1,319,173 313,893 793,722 2,426,788
NET OPERATING INCOME (LOSS) 108,392 {228,234) (128,658) (246,498)
Nonoperating Revenues {(Expenses)
Interest income 2,603 2,285 3,767 8,655
Interest expense (101,760) - (3,350} {105,110}
Total Nonoperating Revenues (Expenses) (99,157) 2,285 417 {96,455)
Net Income(loss) Before Operating Transfers
Cperating transfers - (5,000} {15,000} (20,000}
CHANGE [N NET POSITION 9,235 (228,949} (143,239) {362,953)
NET POSITION - BEGINNING OF YEAR 628,718 495297 545,237 1,669,252
NET POSITION - END OF YEAR § 637,953 $ 266,348 401,998 3 1,306,299

See accompanying notes to basic financial statements.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
STATEMENT OF CASH FLOWS - CASH BASIS
PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2019

Cash flows from operating actlvifies:
Receipts from customers
Payments to employees
Payments to suppliers
Due from vendor
Net Cash provided by operating activities

Cash flows from non-caplital financing activities:
Operating transfers
Net cash (used) by non-capifal financing activities

Cash flows from capital and related financing activities:
Interest paid on capital debt
Principal paid on capital debt
Net cash {used) by capital and related financing activities

Cash flows from investing activities:
Purchases of capita) assets
Intarfund borrowings, net
Interest earned on cash and investments
Net cash (used) by investing activities

Net increase in cash and cash equivalents
Cash at beginning of year

Cash at end of year

Reconciliation of Opeating Profit (Loss) to net
cash provided by {used for) Operating Activities
Operating Income (Loss)
Adjustments to reconcile operating loss to net cash used
for operating activities:
Depreciation expense
NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES

Wastewater Total
Sewer Collection Water Proprietary
Fund Fund Fund Funds

3 1,427 565 $ 87,659 $ 665,066 $ 2,180,290
{554,797) (193,814) (338,408) (1,087,018}
(481,782} (114,564) {427,126) (1,023472)
(32,402) (32,402)

390,986 {220,719) {132,870) 37,397
- {5,000) (15,000 (20,000
- (5,000) (15,000} (20,000)
(101,760) - (3.350) {105,110)
(230,000) - (24,452) (254,452)
{331,760) - (27.802) (359,562)
(81,517) (25,193) (25,194) {131,904)
- 1,342 (2,069) (727)

2,603 2,285 3,767 8,655
(78,914) {21,5686) (23,496} (123,976}
(19,688) (247,285) (199,168} (466,141)

112,777 391,476 351,435 855,688

$ 93,089 $ 144,191 $ 152,267 $ 389,547
$ 108,392 § (226,234} $  (128656) $  (246,498)

282,594 5,515 28,188 316,297

$ 390,986 $ (220719) & {100468) § 60,709

See accompanying noles to basic financial statements.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
STATEMENT OF NET POSITION - CASH BASIS
FIDUCIARY FUNDS

DECEMBER 31, 2019

ASSETS
Investments
Receivables

TOTAL ASSETS

LIABILITIES
Accrued pension payments

NET POSITION
Net position held in trust for pension benefits
TOTAL LIABILITIES AND NET POSITION

Total

Police Employee Pension

Pension Pension Trust
Plan Plan Funds’
$ 3,154,407 $ 2,984,265 $ 6,138,672
$ 3,154,407 § 2,984,265 $ 6,138,672
$ -8 - % -
3,154,407 $ 2,984,265 6,138,672
$ 3,154,407 $ 2,984,265 $ 6,138,672

See accompanying notes to basic financial statements,
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BORCUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA

STATEMENT OF CHANGES IN NET POSITION - CASH BASIS
FIDUCIARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2019

Total
Police Employee Pension
Pension Pension Trust
Plan Plan Funds
ADDITIONS:
Contributions:
Employer $ 70,981 $ - $ 70,981
Employee 60,452 - 60,452
Commonealth 87,967 75,889
Interest and dividends ‘ 57,139 54,931 112,070
Investment gain 384,794 367,582 752,376
TOTAL ADDITIONS 661,333 498,402 995,879
Deductions:
Benefit payments, including tax withheld 273,892 107,182 381,074
Administrative expenses 22,606 24,059 46,665
TOTAL DEDUCTIONS 296,498 131,241 427,739
CHANGE IN NET POSITION 364,835 367,161 568,140
Held in Trust for Pension Benefits:
Beginning of year 2,789,572 2,617,104 5,406,676

End of year § 3,154,407 $ 2,984,265 $ 6,138,672

See accompanying notes to basic financial statements.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

The Borough of Catasauqua (the Municipality) was organized in 1853 and operates as a borough in Lehigh County,
Pennsylvania. The Borough Council, a seven-member group, and a Mayor, is the level of government responsible for
providing a full range of municipal services including those mandated by statute or ordinance. These include public
safety, highways and streefs, culture and recreation, public improvements, planning and zoning, and general
administrative services. The borough receives funding from local and state government sources and must comply
with the concomitant requirements of these funding source entities.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. Financial Reporting Entity

in evaluating the Borough as a primary government, management has addressed all potential component
units. Consistent with applicable guidance, the criteria used by the Borough to evaluate the possible inclusion
of related entities within its reporting entity are financial accountability and the nature and significance of the
relationship. No component units meet the criteria for inclusion.

B. Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net position (cash basis} and the statement of
activities (cash basis)) report information on all of the non-fidugiary activities of the primary government. For the
most part, the effect of inter-fund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for services.

The statement of activities (cash basis) demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues, Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from services or privileges provided by a given function or segment and 2) grants that are restricted
to meeting the operational or capital requirements of a particular function or segment, Taxes and other items not
included among program revenues are reported as general revenues.

Separate financial statements are provided for governmental, proprietary, and fiduciary funds, even though the

fatter are excluded from the government-wide financial statements. Major individual government funds are
reported as separate columns in the fund financial statements,

C. Fund Financial Statements

The fund financial statements provide information about the government's funds, including its fiduciary funds.
Separate financial statements are provided for the governmental funds, proprietary funds, and fiduciary funds, The
emphasis of fund financial statements is on major governmental and enterprise funds, each displayed in a
separate column. All remaining governmental funds are aggregated and reported as one column (non-major
funds) on the fund financial statements.
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BOROQUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

C. Fund Financial Statements- continued

The Borough Reports the following Major Governmental Funds:

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

Speciat Revenue Funds — These funds are established to account for the cash receipts of specific resources
other than expendable trusts or major capital projects that are legally restricted to
disbursements for specified purposes,

The Borough's major special revenue fund is;

Liguid Fuels Highway Aid Fund — This fund is used to account for the proceeds from the Commonwealth of
Pennsylvania and is restricted in uses for the maintenance, repair, and
construction of roads, streets, and bridges for which the Borough is
responsible,

The Borough Reports the following Nonmajor Governmental Funds:

Community Development Fund — This fund is used to account for the proceeds from the Commonwealth of
Pennsylvania and is restricted in uses for the maintenance, repair, and
construction of roads, sftreets, and bridges for which the Borough is
responsible,

Debt Service Fund — This fund accounts for the accumulation of resources for, and payment of, interest and
principal on long-term obligations.

The Borough Reports the following Major Enterprise Funds:

Enterprise Funds ~ These funds are used to account for business-like activities provided to the general public.
Activities are financed primarily by user charges, and the measurement of financial activity focuses on net income
measurement similar to the private sector. The Borough's major enterprise funds are the following:

Sewer Fund - is used to account for the operation of the sewer collection system which is operated as a public
utility and not included as a regular function in the generatl fund.

Water Fund - is used to account for the operation of the water collection system which is operated as a public
utility and not included as a regular function in the general fund.

Waste Water Collection Fund — is used to account for the operation of the water collection system which is
operated as a public utility and not included as a regular function in the general
fund.
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BORQUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Additionally, the Borough Reports the Following Fund Types:

Fiduciary Funds -~  The Borough's fiduciary funds are frust funds. Trust funds are used to account for assets
held by the Borough under a trust agreement for individuals, private organizations, or other governments and,
therefore are not available to support the Borough's own programs. The Borough's pension trust funds include:

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

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

D. Measurement focus, basis of accounting, and financial statement presentation

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

1. Measurement Focus
in the government-wide statement of net position and statement of activities, both governmental and business-
like activities are presented using the economic resources measurement focus, within the limitations of the

cash basis of accounting.

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

+ All governmental funds utilize a current financial resources measurement focus within the limitations
of the cash basis of accounting. Only current financial assets and liabilities are generally included on
their balance sheets. Their operating statements present sources and uses of available spendable
financial resources during a given period. These funds use fund balance as their measure of available
spendable financial resources at the end of the period.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — centinued

D. Measurement focus, basis of accounting, and financial statement presentation - continued

* The proprietary funds utilize an economic resources measurement focus within the limitations of the
cash basis of accounting. The accounting ohjectives of this measurement focus are the determination
of operating income, changes in net position (or cost recovery), net financial position, and cash flows.
All assets, deferred outflows of resources, liabilities, and deferred inflows of resources (whether
current or noncurrent or financial or nonfinancial) associated with their activities are generally reported
within the limitations of the cash basis of accounting.

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

2. Basis of Accounting

The financial statements are presented in accordance with a cash basis of accounting, which is a basis of
accounting other than GAAP as established by GASB. The basis of accounting invelves modifications to the
cash basis of accounting to report in the statements of net position or balance sheet transactions ar events
that provide a benefit or result in an obligation that covers a period greater than the period in which the cash
transactions or event occurred. Such reporied balance include investments, interfund receivables and
payables, payroll taxes withheld, developer escrows, capital assets for governmental and enterprise funds,
and all long-term debt obligations arising from cash transactions or events for both enterprise and
governmental funds.

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

If the Borough utilized accounting principles generally accepted in the United States of America, the fund
financial statements for governmental funds would use the accrual basis of accounting, and the fund financial
statements of proprietary and fiduciary fund types would use the accrual basis of accounting. All government-
wide financial statements would be presented in accordance with the accrual basis of accounting.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —~ continued

E. Cash

For purposes of reporting cash flows, the proprietary fund type funds consider all cash accounts which are not
subject to withdrawal restrictions or penalties, and all highly-liquid debt investments purchased with a maturity of
three months or less to be cash and cash equivalents.

F. Investments

Investments are valued at fair value in accordance with Governmental Accounting Standards Board Statement No.
72, Fair Value Measurement and Application, except for investments in external investment pools, which are
valued at amortized costs if required criterta are met as outliined in Gavernmental Accounting Standards Board
Statement No. 79, Certain External Investrent Pools and Pool Participants.

The Borough categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure fair value of the
asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs.

Investments are exposed to various risks such as interest rate, credit, and overall market volatility. Due to the level
of risk assaociated with certain investment securities, it is reasonably possible that changes in the fair vaiue of
investments will occur in the near-term and that such changes could materially affect the amounts reported in the
statement of financial position.

G. Capital Assets

In the fund financial statements, capital assets arising from cash fransactions are recorded as capital outlay
expenditures (expenses) upon acquisition for governmental activities,

The government-wide and business-type funds (proprietary funds) use the cash basis of accounting for capital
assets for both the government-wide statements of net position and the fund statements. Capital assets
resulting from cash transactions are set up as assets and depreciation is reported as necessary. All business-
type capital assets are valued at historical cost. Major improvements are capitalized, while maintenance and
repairs of property and equipment and infrastructure costs are charged to operations, Upon retirement, sale, or
other disposition of property and equipment, the cost and accumulated depreciation are eliminated from the
amounts and a gain or loss is included in operations. Depreciation expense is recorded as an allocated
expense to the appropriate function using the straight-line method of depreciation. A capitalization threshold of
$2,500 is used to report business-type capital assets.

Estimated useful lives are as follows:

Buildings, plant and improvements 10-40 years
Vehicles and transportation equipment 5-10 years
Machinery and equipment 5-10 years
Infrastructure 25-50 years
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - contihued

H. Long-Term Debt

Govemmental fund debt proceeds are reported as other financing sources in the fund financial statements and as
a liability in the government-wide financial statements. Payment of principal and interest are reported as
expenditures in the governmental fund statements and payment of principal is a reduction of a lability in the
government-wide statements. Propriety fund debt is recorded as a liability in the fund financial statement and as a
lizbility in the proprietary fund government-wide statements with interest expense recognized in the period paid.

I. Net Position/ Fund Balance Classifications

Government-Wide Statements, Proprietary Funds, and Fiduciary Funds

Net position is classified and displayed in three components:

Net investment in capital assets - This component groups all capital assets info one component of net
position. Accumulated depreciation and the outstanding balance of debt reduce the balance in this
component.

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

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

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

Governmental Fund Financial Statements

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

Nonspendable fund balance — amounts that are not in spendable form (such as inventory) or are required to be
maintained intact.

Restricted fund balance — amounts constrained fo specific purposes by their providers (such as grantors,
hondholders, and higher levels of government), through constitutional provisions, or by enabling legislation.
Committed fund balance — amounts constrained to specific purposes by the Borough itself, using its highest level
of decision-making authority (i.e. Borough Council). To be reported as committed, amounts cannot be used for
any other purpose unless the Borough makes the highest level action to remove or change the constraint.
Assigned fund balance — amounts the Borough intends to use for a specific purpose. Intent can be expressed by
the Borough Council or by an official or body to which the Borough Council delegates the authority.

Unassigned fund balance — amounts that are available for any purpose. Positive amounts are reported only in the
general fund.
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BORQUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued

1. Net Position/ Fund Balance Classifications — continued

Fund Balance Policies

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

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

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

J. Program Revenues

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

General Government - Charges for services include receipts for licenses, franchise fees, fines, and permits.
Operating grants include revenues for general government expenditures.

Public Safety - Charges for services include receipts for fines, permits, and sewage management charges.
Operating grants include foreign fire insurance tax distribution from the Commonwealth of Pennsylvania and police
grants.

Public Works: Sanitation - Charges for services include fees charged for refuse collection. Operating grants
include recycling grants from the Commonwealth of Pennsylvania.

Public Works: Highways and Streets - Charges for services include traffic impact fees and storm water fees from
developers. Operating grants include proceeds from the State Motor License Fund through the Commonweailth of

Pennsylvania.

Culture and Recreation - Includes receipts from the Borough's recreation board activities. Employer Paid Benefits
and Insurance - Includes general municipal pension system state aid from the Commonwealth of Pennsylvania.

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

K. Proprietary Funds Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations, The principal operating revenues of the sewer fund are
charges to customers for waste disposal freatment. Operating expenses for the sewer fund include personnel,
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LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

maintenance, operations, contracted services, professional fees, materials and supplies, and depreciation. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

L. Property Taxes

Based upon assessed valuation provided by the County (approximately $335,564,400 in 2019}, the Berough bills
and collects its own property taxes through an elected tax collector. The schedule for property taxes levied for
2019 s as follows:

March 1 Levy Date

March 1 through April 30 2% Discount Period
May 1 through June 30 Face Payment Period
July 1 through December 31 10% Penalty Period
January 1 (following year) Lien Date

The Barough's tax rate for all purposes for 2019 was 8.1 mills ($6.10 per $1,000 of assessed taxable valuations).

Fund Mills
General Fund 6.10
Total Mills 6.10

M. Compensated Absences

Accumulated unpaid vacation and sick pay benefits accrue based on length of service and employment. There
was no material unused vacation or sick pay benefits as of December 31, 2019,

N. Other Postemployment Benefits

The Borough pravides certain benefits for its retired employees. The cost of such benefit is charged it expense as
the premiums are paid,

O. Use of Estimates

The preparation of the financial statements in accordance with the cash basis of accounting used by the Borough
requires management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

P. Budgets and Budgetary Accounting

The Borough adopts an annual operating budget, which can be amended by the council throughout the year.
Formal budgetary accounting is employed as a management control for all funds of the Borough. However, legal
budgets are adopted only for the general fund. For each of the funds for which a formal budget is adopted, the
same basis of accounting is used to reflect actual revenues and expenditures recognized on the cash basis. For
this reason, no reconciliation will be needed between budgeted and actual amounts.
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LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

P. Budgets and Budgetary Accounting — continued

The following procedures are followed in establishing the budgetary data reflected in the financial statements:;

1. At least 30 days prior {o budget adoption, the Borough prepares a proposed budget for the ensuing year.

2. Notification of the proposed budget and hearings on it are held by the Borough pricr to adoption.

3. Prior to December 31%, the budget is legally enacted by the Borough and the tax levy ordinance is
adopted,

4. The Borough, during the budget vear, is authorized to modify the budget through either budget transfers
or supplemental appropriations.

5. The budget lapses at the end of the year.

Prior to Decamber 315 the budget is legally enacted by the Borough and the tax levy ordinance is adopted.

Q. Impact of Recently Issued Accounting Principles

Recently Issued and Adopted Accounting Pronouncements

The GASB has issued the following Statements which became effective in the current year as shown below:

Statement No.83 "Certain Asset Retirement Obligations” is effective for reporting periods beginning after June
15, 2018. This Statement addresses accounting and financial reporting for certain asset retirement obligations.
This Statement has no impact on the Borough's financial statements.

Statement No.84 “Fiduciary Activities” is effective for reporting periods beginning after December 15, 2018.
The objective of this Statement is to improve guidance regarding the identification of fiduciary activities for
accounting and financial reporting purposes and how those activifies should be reported. GASB has
postponed the effective date of this Statement; therefore, the Borough is still analyzing the impact this
pronouncement has on its financial statements.

Statement No.87 “Leases” is effective for reporting periods beginning after December 15, 2019. The objective
of this Statement is to better meet the information needs of financial statement users by improving accounting
and financial reporting for leases by governments. The Borough is still analyzing the impact this
pronouncement has on its financial statements.

Statement No.88 “Certain Disclosures Refated fo Debt, Including Direct Borrowings and Direct Placements” is
effective for reporting periods beginning after June 15, 2018, The objective of this Statement is to improve the
information that is disclosed in notes to government financial statements related to debt, inciuding direct
borrowings and direct placements. It also clarifies which liabilities governments should include when disclosing
information related to debt. The Borough has determined this Statement applies to their financial statements
and has made the necessary changes in the disclosures.

Statement No.S0 "Majority Equity Inferests — An Amendment of GASB #14 and #61" is effective for reporting
periods beginning after December 15, 2018. The objective of this Statement is to improve the consistency and
comparability of reporting a government's majority equity interest in a legally separate organization and to
improve the relevance of financial statement information for certain component units. The Borough has
determined this Statement has no impact on the financial statements.
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NOTE 2 - DEPOSITS AND INVESTMENTS

Custodial Credit Risk Related to Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Borough's deposits may not be recovered.
The Borough's policy for minimizing credit risk for bank balances exceeding the Federal Deposit Insurance
Corporation’s insured limits relies upon the Pennsylvania Pledge Act 72 (72 P.S. section 3836-1et seq.). The act
requires the financial institution to pool collateral for all of its government deposits in addition to having the
collateral held by an approved custodian in the institution's name. At December 31, 2019 the carrying amount
and bank deposit balance of the Borough's deposits were $1,193,090 and $1,544,622, respectively. Of the bank
balance $500,000 was covered by federal depository insurance.

Balances held in each category as of December 31, 2019 are as follows:

Carrying Bank

Balance Balance
Total governmental funds $ 803663 $ 1,134,877
Business-type funds 389,547 419,745
Totals $ 1,193,080 $ 1,654,622

Investments

Pension Trust Funds

The pension trust funds' investments are held separately from those of other Borough funds. Assets in the
pension trust funds are stated at fair value. Any premiums or discounts are recoghized as a gain or loss upon
disposition. The Borough maintains investment policies that summarize the investment philosophy of the Borough
and establishes investment guidelines and performance objectives for both the Police and Nonuniformed Pension

Plans.

As of December 31, 2019, the Borough had the following cash and investments in its pension trust funds:

Fair Market
Cash or Investment Type Value Leve!
Mutual funds $ 6138672 1
Totals $ 6,138,672

The Borough categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure fair value of the
asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs,
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NOTE 2 — DEPOSITS AND INVESTMENTS — continued

Credit Risk

The risk that an issuer or other counterparty to an investment will not fulfill its obligation is called credit risk. The
pension trust funds have no formal investment policy that would limit its investment choices based on credit ratings by
nationally recognized statistical rating organizations. As of December 31, 2019, the pension trust funds’ investment in
corporate bonds range in ratings from AA+ to BBB by Standard and Poor's.

Concentration of Credit Risk

The Borough places no limit on the amount the Borough may invest in any one issuer. There were no investments in
the Police Pension Plan or the Nonuniformed Plan that constituted more than 5% of any of the plan net assets
available for benefits at December 34, 2019. In addition, the plans did not have any investment transactions with
related parties during the vear,

Custodial Credit Risks

For investments, custodial credit risk is the risk that, in the event of the failure of the counterparty, the Borough will not
be able to recover the value of its investments or collateral security that are in the possession of an outside party. The
Borough's custodial relates to investments in its Non-Uniform Pension Fund.

NOTE 3 ~ INTERFUND BALANCES

Due From Due To
Fund Other Funds Other Funds
General Fund.
Community Development 4,746
Water Fund 19,069
Wastewater Treatment 16,195
Wastewater Collection 15,658
Community Development Fund:
General Fund 4,746
Water Fund:
General Fund 19,069
Wastewater Collection 1,524
Wastewater Collection
General Fund 15,658
Water Fund 1,624
Wastewater Treatment
General Fund 16,195
Total 57,192 57,192
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NOTE 4 — CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2018, was as follows;

Balance Retirements/ Balance
1/1/19 Additions Adjustments 123119
Business-type activities:
Capital assets, being depreciated:
Sewer and water systems $ 14,454 944 $ 131,903 - $ 14,586,847
14,454,044 131,903 - 14,586,847
Less: accumutated depreciation/amortization 8,987,169 316,298 - 9,303,467
Business activities capital assets,net $ 5467775 $ (184,395) $ 5283380

Depreciation expense recorded in the proprietary funds is $316,298 for the year ended December 31, 2018.

NOTE 5 - LONG-TERM DEBT AND LIABILITIES

Governmental Activities
General Obligation Bonds, Series of 2016

On July 28, 2016 the Borough issued $11,210,000 to fund the construction of the new municipal complex, Interest
rates varies from 1.08% to 3.0% and the maturity date is August 15, 2046. The bonds are subject to redemption

prior o maturity.

As of December 31, 2019, general obligation bonds currently outstanding are as follows:

Interest Maturity
DESCRIPTION Rate % Issue Date Date Qutstanding
Governmental-type Entities:
GOB Series of 2016 2.44% 7/28{2016 8/15/20486 $10,450,000
30 year semi-annual payments
Total General Obligation Bonds $10,450,000
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NOTE 5 ~-LONG-TERM DEBT AND LIABILITIES - continued

The annual debt service requirements to maturity for governmental-type general obligation bonds are as follows
as of December 31, 2019:

Year Principal Interest Toftal

2020 $ 270,000 3 289,495 $ 559,495
2021 280,000 281,395 561,305
2022 285,000 272,995 557,995
2023 295,000 264,445 559,445
2024 305,000 255,595 560,595
2025 315,000 246,445 561,445
2026 320,000 240,145 560,145
2027 325,000 233,745 5h8,745
2028 330,000 227,082 557,082
2029 340,000 220,070 560,070
2030 345,000 212,420 557,420
2031 355,000 204,312 558,312
2032 365,000 195,615 560,615
2033 370,000 186,490 556,490
2034 385,000 176,130 561,130
2035 395,000 165,350 560,350
2036 405,000 154,290 559,290
2037 415,000 142,950 557,950
2038 430,000 130,500 560,500
2039 440,000 117,600 557,600
2040 455,000 104,400 559,400
2041 470,000 90,750 560,750
2042 480,000 76,650 556,650
2043 495,000 62,250 557,250
2044 510,000 47,400 557,400
2045 525,000 32,100 557,100
2048 545,000 16,350 561,350
Totals 3 10,450,000 $ 4,646,969 $ 15,096,969

Business-Type Activities

General Obligation Bonds, Series A of 2016

On October 4, 2016 the Borough issued $4,260,000 to advance refund the Borough's General Obligation Bond,
Series of 2011. Interest rates varies from 0.72% to 3.0% and the maturity date is November 15, 2035, The bonds
are subject to redemption prior to maturity.

As of December 31, 2019, general obligation bonds currently outstanding are as follows:

interest Maturity
DESCRIPTION Rate % Issue Date Date Qutstanding
Business-type Enfities:
GOB Series A of 2016 0.72% to 3.0% 10/04/2016 11/15/2035 $ 4,365,000

20 year semi-annual payments
Total General Obligation Bonds $ 4,365,000
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NOTE 5 -LONG-TERM DEBT AND LIABILITIES - continued

The annual debt service requirements to maturity for business-type general obligation bonds are as follows as of
December 31, 2019

Year Principal Interest Total

2020 $ 235,000 $ 98,680 $ 333,680
2021 240,000 95,155 335,155
2022 245,000 90,355 335,355
2023 245,000 87,048 332,048
2024 255,000 82,148 337,148
2025 255,000 77,940 332,940
2026 260,000 73,350 333,350
2027 265,000 68,150 333,150
2028 275,000 62,850 337,850
2029 275,000 57,006 332,006
2030 285,000 50,475 335,475
2031 290,000 43,7086 333,706
2032 295,000 36,094 331,094
2033 310,000 28,350 338,350
2034 315,000 19,050 334,050
2035 320,000 9,600 329,600
Totals $ 4,365,000 $ 979,957 $ 5,344,957

Direct Borrowings and Direct Placements

Governmental-Type

Installment loan payable — Used for public works equipment and secured by public works equipment. The loan
requires five annual payments of $31,404, including principal and interest at 3.756% over five years. The loan
matures 2020. There is no prepayment penalty.

Installment loan payable — Used for public works equipment and secured by public works equipment. The loan
requires ten annual payments of $62,001, including principal and interest at 3.14% over ten years. The loan
matures 2025. There is no prepayment penalty.

Installment loan payable — Used for public safety equipment and secured by public safety equipment. The loan
requires three annual payments of $14,214, including principal and interest at 6.28% over four years. The loan
matures 2021. There is no prepayment penalty.

Installment loan payable — Used for public safety equipment and secured by public safety equipment. The loan
requires five annual payments of $7,531, including principal and interest at 6.95% over five years. The loan
matures 2022. There is no prepayment penalty.

Installment loan payable — Used for public safety equipment and secured by public safety equipment. The loan
requires five annual payments of $32,758, including principal and interest at 0% over five years. The loan matures
2024. There is no prepayment penalty.
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NOTE 5 -LONG-TERM DEBT AND LIABILITIES -~ continued

Direct Borrowings and Direct Placements — continued

Business-Type

Guaranteed Water Revenue Note — The Borough issued 2002 Guaranteed Water Revenue Note in the amount of
$420,000. Interest rates range from 2.768% to 3.465%.

The following are the loans currently ocutstanding:

Interest . Maturity

DESCRIPTION Rate % Issue Date Date Outstanding

Governmental-type Entities:
instalfment loan payable 3.75% 04/14/15 04/14/20 $ 30,351
Installment loan payable 3.14% 08/05/15 08/05/25 334,267
Installment loan payable 6.28% 07/26/18 07/26/23 25,857
Installment loan payable 6.95% 06/18/18 06/18/23 19,782
Installment loan payable 6.95% 03/01/18 03/01M18 163,789
Total governmental 574,146

Business-Type Entities:

Guaranteed Water Revenue Note 2.768% — 3.465% 02/01/03 02/01/23 83,259
Total business-type 83,259
Total All Direct Borrowings and Direct Placements $ 657 405

The maturities of the governmental-type activities direct barrowings and placements are as follows:

Year Principal interest Total

2020 $ 133,338 $ 14,654 $ 115,150
2021 105,825 10,679 83,746
2022 94,579 7,711 69,532
2023 89,259 5,500 62,001
2024 91,038 3,723 62,001
2025 60,110 1,891 62,001
Totals $§ 574147 3 44,156 $ 618303

The maturities of the business-type activities direct borrowings and placements are as follows:;

Year Principal Interest Total

2020 $ 25,313 $ 2,486 $ 27,799
2021 26,205 1,594 27,799
2022 27127 672 27,799
2023 4,614 20 4,634
Tolals $ 83,259 $ 4,772 $ 88,031
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NOTE 5 - LONG-TERM DEBT AND LIABILITIES - continued

Transactions for the year ended December 31, 2019 are summarized as follows:

Governmental Activities

Bonds Payable
GOB Series 2016 $

Total Bonds Payable
Nofes from Direct Borrowings
installment Loan
Installment Loan
Installment Loan
Installment Loan
Installment Loan
Installment Loan
Instaliment Loan

Total Direct Borrowings

Total Government Activities

Business-Type Activities

Bonds Payable
GOB Series A of 2016

Total Bonds Payable
Notes from Direct Borrowings
Guaranteed Sewer Revenue Note

Total Direct Borrowings

Total Business-Type Activities

Total all Debt %

Balance Issues/ Balance Due within

11119 Additions Reductions 12/3119 one year
10,710,000 260,000 $ 10,450,000 3 270,000
10,710,000 260,000 10,450,000 270,000
7,404 7,404 - -
59,444 29,093 30,351 30,351
384,187 49,920 334,267 51,490
10,394 10,394 - -
37,797 11,840 25,957 12,584
25,639 5,756 19,782 6,156
186,547 32 758 163,789 32,758
721,313 147,166 574,147 133,338
11,431,313 407 166 11,024,147 403,338
4,595 000 230,000 4,365,000 235,000
4,595 600 230,000 4,365,000 235,000
107,711 24,452 83,259 25313
107,711 24,452 83,259 25313
4,702,711 254,452 4,448,259 260,313
16,134,024 661,618 $ 154724086 663,651

NOTE 6 — FUND BALANCES

Governmental-type funds reports restricted fund balances of $120,064 at December 31, 2012, The State Liquid
Fuels Fund reports restricted fund balance of $120,064, which is restricted by the Commonweailth of
Pennsylvania for construction, reconstruction, maintenance and repair of public roads or streets.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYL.VANIA
NOTES TC THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 7 ~ PENSION PLANS

The Borough maintains two single-employer, defined benefit pension plans. One plan, the Borough of
Catasauqua Police Pension Plan (PPP), covers uniformed police personnel employed on a full-time basis. The
other plan, the Borough of Catasaugua Nonuniformed Pension Plan (NUPP), covers full-time nonuniformed
employees of the borough.

Both plans are considered part of the Borough's financial reporting entity and are included in the Borough's
financial statements as Pension Trust Funds.

Plan Description for the Uniformed Emplovees

The pension plan for the police employees of the borough of Catasauqua is a single-employer defined benefit
plan that covers all full-time uniformed employees of the Borough. The retirement benefit is equal to 50% of their
final monthly average compensation. The normal refirement date is age 50 with 25 years of credited service and
participants become 100% vested upon the completion of 12 years of service. The plan also provides death and
disability benefits. The authority under which the benefit provisions have been established, or amended, remains
with the Council of the Borough of Catasauqua. The plan does not issue a stand-alone financial report.

Funding Policy for the Uniformed Employees

Act 205 requires that annual contributions to the Plan be based upon the Plan’s Minimum Municipal Obligation
{(MMQ), which is based on the Plan's biennial actuarial valuation. The maost recent actuarial valuation was
performed on January 1, 2019. 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 state aid must be paid by the municipality in accordance with
Act 205. As a condition of participation full-time employees are required to contribute 8% of compensation to the
Plan. This contribution is governed by the Plan's ordinances and collective bargaining agreement.

Plan Description for the Nonuniformed Employees

The Pension Plan for the Nonuniformed Employees of the Berough of Catasaugua is a single-employer defined
benefit plan that covers all full-time nonuniformed employees of the Borough. The retirement benefit is equal to
1.5% of their average monthly compensation for each year of service, 33 1/3 years is the maximum. Normal
retirement date is age 65 with 10 years of credited service and participants become 100% vested upon the
completion of 10 years of service. The Plan also provides early retirement, death and disability benefits. The
authority under which the benefit provisions have been established, or may be amended, remains with the
Council of the Borough of Catasauqua. The Plan does not issue a stand-alone financial report.

Funding Policy for the Nonuniformed Employees

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. The most recent actuarial valuation was
performed on January 1, 2019. The Plan may alsc be eligible fo 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 state aid must be paid by the municipality in accordance with
Act 2015. As a condition of participation, full-time employees are not required to contribute to the Plan.
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BORCUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 7 — PENSION PLANS - continued

Funding

For the fiscal year ended December 31, 2019, the rate of Borough contributions for the Police Pension Plan and
the Nonuniformed Pension Plan was 30.8% and 6.8% of covered payroll, respectively. The total Borough and
employee contributions to the Police Pension Plan for the years ended December 31, 2018, 2018, and 2017 were
$248,260, $236,739, and $206,998, respectively, which are equal to or exceed the required contribution for each
year. The total Borough contributions to the Nonuniformed Defined Benefit Pension Flan for the years ended
December 31, 2019, 2018, and 2017 were $75,889, $62,950, and $64,168, respectively, which are equal to or
exceed the required contribution for the year,

NOTE 8 - DEFERRED COMPENSATION PLAN

The Borough maintains deferred compensation plans for the administrative employees. The plans are
administered by the International City Management Association Retirement Corporation (ICMA) and the Copeland
Companies. The plan meets the requirement of IRC Section 457.

All amounts of compensation deferred under the plans, all property and rights purchased with those amounts, and
all income attributable to those amounts, property, or rights are (until paid or made available to the employee or
other beneficiary) solely the property and rights of the Borough (without being restricted to the provisions of
benefits under the plan), subject only to the claims the Borough's general creditors.

It is the opinion of the Borough's legal counsei that the Borough has no liability for losses under the plan
agreements but does have the duty of due care that would be required of any ordinary prudent investor. The
Borough believes that it is unlikely that it will use the assets to satisfy the claims of general creditors in the future.
NOTE 9 — COMMITMENTS AND CONTINGENCIES

Various claims and lawsuits are pending against the Borough. Defenses are being conducted by counsel for the
Borough or the insurance carrier, and losses, if any, are not anticipated to have a significant effect on the
Borough’s financial position.

NOTE 10 — DEFICIT FUND BALANCES

The Community Development Fund of the Borough had a deficit fund balance of $2,240 at December 31, 2019

NOTE 11 - RISK MANAGEMENT

Significant losses are covered by commercial insurance for all major programs. There has been no significant
reduction in insurance coverage. Settlement amounts have not exceeded insurance coverages for the current
year or the three prior years.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 12 — RESTATENMENT OF PRICR PERIOD FUND BALANCES AND NET POSITION

The following prior period adjustments resulted in the restatement of net position:

Governmental Activities

Net position at December 31, 2018 $ 5,781,205

Governmental fund adjustment to remove fixed assets and accumulated

depreciation from cash basis financials {15,676,195)

Governmental fund adjustment to remove debt from cash basis

financials 11,234,765

Governmental fund adjustment to correct clearing account incorrectly

reported in the PY 3,073

Governmental fund adjustment to correct payroll expenses incorrectly

reported in the PY 101,000

Total adjustments (4,337,357)

Net position at December 31, 2018, restated $ 1,443,848
Governmental Activities-General Fund

Net position at December 31, 2018 $ 1,313,275

Governmental fund adjustment to correct clearing account incorrectly

reported in the PY 3,073

Governmental fund adjustment to correct payroll expenses incorrectly

reported in the PY 101,000

Total adjustments 104,073

Net position at December 31, 2018, restated $ 1,417,348

NOTE 13 — SUBSEQUENT EVENTS

in preparing these financial statements, management of the Borough of Catasauqua has evaluated events and
transactions subsequent to December 31, 2019 through January 27, 2021, the date these financial staterments were
available to be issued. Based on the definitions and requirements of the Subsequent Topics of the FASB Accounting
Standards Codification, management of the Borough has noted the following subsequent events that would require
recognition or disclosure in the financial statements:

On March 13, 2020, the President of the United States declared a national emergency concerning the
novel coronavirus disease (COVID-19) outbreak, based on the World Health Organization's
announcement two days prior. The COVID-19 pandemic is having significant effects on giobal markets,
supply chains, businesses, and communities. Specific to the Borough, COVID-19 may impact various
parts of its 2020 operations and financial results including, but not limited to, loss of real estate transfers,
business and earned income tax revenues, costs for emergency preparedness and personnel impacts.
Management believes the Borough is taking appropriate actions to mitigate the negative impacts.
However, the full impact of COVID-19 is stili unknown cannot be reasonably estimated as these events
are still developing.
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BOROUGH OF CATASAUGQUA

LEHIGH COUNTY, PENNSYLVANIA

BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND - CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Variance with

Actual Final Budget
Budgeted Amounts Budget Positive
Original Final Basis {Negative)
Revenues:
Taxes $ 2221614 § 2221614 $ 2915642 § 694,028
Licenses and permits 176,000 176,000 129,561 (46,439)
Fines 307,400 307,400 39,460 (267,940)
Interest and rents 12,027 12,027 136,978 124,951
Intergovernmental 117,700 117,700 239,376 121,676
Charges for services 488,500 488,500 850,492 361,992
Miscellaneous 4,100 4,100 123,531 119,431
Total Revenues 3,327,341 3,327,341 4,435,040 1,107,699
Other Financing Sources:
Proceeds for sale of assets - - 269,445 269,445
Total Revenues and Other Financing Sources 3,327,341 3,327,341 4,704,485 1,377,144
Expenditures:
General government 507,038 479,531 654,882 (175,351)
Fublic safety and protective inspection 1,956,964 1,862,724 1,397,698 565,026
Health & animal control 10,568 9,289 - 9,289
Sanitation, storm water & flood control 119,412 135,544 643,947 {508,403)
Highways and streets 511,935 411,618 560,823 {149,205)
Parking facilities 252,348 234,637 1,916 232,621
Culture and recreation 20,000 19,445 427,757 (408,312)
Community development 2,500 6,142 53,432 {(47,290)
Insurance 150,242 210,646 a8 424 112,122
Employee benefils 194,198 271,944 801,550 (529,606)
Pension 191,960 191,960 75,889 116,071
Unemployment 42,078 8,936 14,444 (5,508)
Total Expenditures 3,959,243 3,942,216 4,730,762 (788,546)
Other Financing Uses:
Interfund operating fransfers out - - 745,362 {745,362)
Total Expenditures and Other Financing Uses 3,859,243 3,942,216 5,476,124 (1,533,908}
Net changes in fund balances (631,902) (614,875) (771638) $ (156,764)
Fund Balance Forwarded - - 1,417,348

€A

Fund balance at end of year (631,902) $ (B14,875) $ 645,709
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA

UNIFORMED AND NONUNIFORMED PENSION PLANS
SCHEDULE OF PENSION LIABILITY AND RELATED RATIOS
(In accordance with GASB 68)

DECEMBER 31, 2019

(UNAUDITED)
NPL as a
Net Percentage
Total Pension Funded of Covered
Measurement Plan Fiduciary Pension {NPL) Ratio Covered Payroll
Date Net Position {a) Liability {TPL)(b}) (b-a) {a/b) Payroll {¢ } {(b-a)/c)
POLICE PENSION PLAN
1213119 $ 3,183,266 5 4,910,296 $ 1,727,030 64.83% $ 609,002 283.58%
12/31118 2,789,572 4,432,056 1,642,484 62.94% 632,440 259.71%
1213117 3,008,058 4,312,334 1,304,276 69.75% 593,222 219.86%
12/31/16 2,714,662 4,089,846 1,375,284 66.37% 566,008 242.94%
12131115 2,647,149 3,944 472 1,297,323 67.11% 504,874 256.96%
12131114 2,749,228 3,717,472 968,244 73.95% 438,276 220.92%
NONUNIFORMED PENSION PLAN
12131119 $ 2,978,713 3 3,225,435 $ 248,722 92.35% $ 1,102,496 22.38%
12131118 2,617,104 3,173,925 556,821 82.46% 920,000 60.52%
1213117 2,763,004 2,942 003 178,899 93.92% 884,408 20.24%
12131116 2,433,313 2,887,828 454 515 84.26% 907,350 50.09%
1213115 2,311,327 2,656,877 345,550 86.99% 833,294 41.47%
1213114 2,299,161 2,484,701 185,540 92.53% 899,946 20.62%

Notes to

schedules:

Assumption Changes - In 2015, the interest rate assumption was lower
from 5.0% to 4.5%.
in 2017, the mortality assumption was changed from the RP-2000 Table to the RP-2000 Table projected to
In 2015 to the RP-2000 Table to the RP-2000 Table projected to 2017 using Scale AA.

Schedules prepared in accordance with actuarial valuations performed in accordance with GASB 68, Accounting
and Reporting for Pensions. GASB 68 requires the fiability of temployers contributing to employees defined benefit
pensicns to be measured on the portion of the present value of projected benefit payments to be provided through
the pension plan to current active and inactive employees that is attributed to the employees past period of service,
less the cost of the plan's fiduciary net position.
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BOROUGH OF CATASAUQUA

LEHIGH COUNTY, PENNSYLVANIA

UNIFORMED AND NONUNIFORMED PENSION PLANS

SCHEDULE OF FUNDING PROGRESS AND EMPLOYER CONTRIBUTIONS
(In Accordance with Act 205)

DECEMBER 31, 2019

(UNAUDITED)

SCHEDULES OF FUNDING PROGRESS*

UAAL as a
Unfunded Percentage
Actuarial Actuarial Actuarial AAL Funded of Covered
Valuation Value Accrued {(UAAL) Ratio Covered Payroll
Date of Assels (a) Liability {AAL}b) {b-a) {alb) Payroll {c } ({b-a)ic)
POLICE PENSION PLAN
1101119 2,789,572 4,432,056 1,642,484 629% % 632,440 259.7%
110117 2,714,662 4,089,046 1,375,284 66.4% 566,098 242.9%
110115 2,749,228 3,717,472 968,244 74.0% 438,276 220.9%
NONUNIFORMED PENSION PLAN
1/01119 2,289,161 2,484,701 185,540 92.5% § 920,000 20.2%
1017 2,433,313 2,887,828 454,515 84.3% 907,350 50,1%
1/01156 2,617,104 3,173,025 566,821 82.5% 899,946 61.9%

SCHEDULES OF EMPLOYER CONTRIBUTIONS

Annual
Required Percentage
Fiscal Year Contribution Contributed
POLICE PENSION PLAN
2019 5 187,808 100%
2018 189,708 100%
2017 167,992 100%
2016 155,749 100%
2015 126,319 100%
2014 121,411 100%

NONUNIFORMED PENSION PLAN

2019 $ 75,889 100%
2018 62,850 100%
2097 64,168 100%
2016 65,731 100%
2015 63,780 100%
2014 68,856 100%

* Schedules prepared in accordance with actuarial valuations performed under PA Act 205. These valuations are
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