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FRANCE, ANDERSON, BASILE and COMPANY, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

903 Chestnut Street . 610-967-1200 Phone
Emmaus, Pennsylvania 18049 610-966-6669 Fax
www.fabandco.com

INDERPENDENT AUDITORS' REPORT

To the Township Supervisors
Lower Nazareth Township, Pennsylvania

We have audited the accompanying cash basis financial
gstatements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund
information cof Lower Nazareth Township, Pennsylvania, as of and
for the year ended December 31, 201%, and the related notes to
the financial statements, which collectively comprise the
Township's basic financial statements as listed in the table of

contents.

Management's Regponsibility for the Financial Statements

Management 1s 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 o¢f the financial statements in the
circumstances. Management 1s also responsibkle 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

erroxr.

Auditors' Responsibility

Our resgponsibility 1s to express opinions on these
financial statements based on our audit. We conducted our audit
in accordance wilith auditing standards generally accepted in the
United States of America and the standards applicable to
financial auditg contained in Government Auditing Standards,
issued by the Ccmptroller General of the United States. Those
standards require that we plan and perform the audit to obtain
reasconable assurance about whether the financial statements are
free from material misstatement.

An audit involveg performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
gtatementsg. The procedures sgelected depend on the auditorg:'
judgement, 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 Townsghip's preparation and fair
presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for
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the purpose of expressing an opinion on the effectiveness of the
Township's internal control. Accordingly, we express no guch
opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

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

opinions.

Opinions

In our opinion, the financial statements referred to above
present fairly, in all material respects, the respective cash
bagis financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate
remaining fund information of Lower Nazareth Township,
Pennsylvania, 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
cagh basgis of aceounting 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
gtatements 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
modified with resgpect to this matter.

Qther Matters

Other Information

Our audit wasg conducted for the purposes of forming opinions
on the financial statements that collectively comprise Lower
Nazareth Township, Pennsylvania's basic financial statements.
The budgetary comparison information on page 36 and the
historical pension plan information on,page 37 and 38, which are
the regpongibility of management, are presented for purposes of
additional analysig and are not a reguired part of the hkasic
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.

Other Reporting Reguired by Government Auditing Standards

In accordance with Government Auditing Standards, we have
also issued our report dated July 24, 2020, on cur consideration
of Lower Nazareth Township, Pennsylvania's internal control over
financial reporting and our tests of its compliance with certain
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provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpcose of that report is to describe
the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not
to provide an opinion on internal control over financial
reporting or cn compliance. That report is an integral part of
an audit performed in accordance with Government Auditing
gtandards in considering Lower Nazareth Township, Pennsylvania's
internal control over financial reporting and compliance.

—— | . .y

Emmaus, Pennsylvania
July 24, 2020



LOWER NAZARETH TCOWNSHIP
STATEMENT QF NET POSITION - CASE BASIS
DECEMBER 31, 201%

Business-
Governmental Type
Activities Activities Tctal
ASSETS
Current Assets:
Cash and cash
eguivalents 5 7,276,994 3 511,445 S 7,786,439
Due from cther funds 2,331 0 2,331
Other assets 0 ¢ 0
Total Current Assets 7,279,325 511,445 7,750,770
Capital assets:
Buildings, land &
improvements 4,794,499 0 4,794,499
Vehicles 3,884,649 0 3,884,649
Machinery & equipment 1,673,335 0 1,673,335
Collection equipment, net 0 99,206 99,206
Total Capital Assets 10,352,483 29,206 10,451,689
Total Assets 17,631,808 610,651 18,242,459
LIARILITIES
Current Liabilities:
Cther liabilities 107,276 0] 107,276
Current portion of
long-term debt 110,243 0 110,243
Total Current Liakilities 217,519 0 217,519
Noncurrent Liabilities:
Long-term debt, net of’
current portion 221,219 0 221,218
Total Noncurrent
Liabilities 221,219 0 221,219
Total Liabilites 438,738 Q 438,738
NET POSITION |
Invested in capital assets,
net of related debt 10,021,C21 99,206 10,120,227
Restricted 5,698,537 0] 5,698,537
Unrestricted 1,473,812 511,445 1,984,957
Total Net Position 517,183,070 3 610,651 S17,803,721

The accompanying notes are an integral part of the financial
statements.
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Governmental Activities

General government

Public safety
Public works

Culture and recreation
Insurance, employee benefits
and miscellaneocus

Interest on debt

Total Governmental Activities

Buginess-type Activities

LOWER NAZARETH TOWNSHIP
STATEMENT OF ACTIVITIES - CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Erogram Revenueg

Refuse/Recycling Collection
Sewer Department
Total Business-type

Activities

Total

Cperating Capital
Charges for Grants and Grants and

Expensaes Services Contributions Contributions

‘s 925,423 § 40,215 $ 2,000 $ 67,168

1,991,970 5¢,802 72,996 0

1,345,884 31,644 285,716 138, 246

442,961 157,531 0 50,000
671,557 ¢ 8Ll,928

7,695 C 0 Q

S 5,385,490 § 280,292 S 442 640 S 255,414

5 39,482 S 1,023 g 149,852 g 0
5,407 7,704 0

8 44 ,88¢% 5 B,727 5 149,852 8 0

8 5,430,379 g 289,019 $ 592,492 $ 255,414

Property taxes, levied for general purposes

Other taxes levied for general purposes

Grants, subsidies and contributions not
regtricted to specific programs

Licenses and permits

Fines and forfeits

Investment earnings

Rental income

Miscellanecus income

Total general revenues and transfers
Change in ngt positicn

Net position, January 1

Net positicon, December 31

The accempanying notes are an integral part of the financial statements.
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LOWER NAZARETH TOWNSHTIP
STATEMENT OF ACTIVITIES - CASH BASIS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2019

Net (Expense) Revenue and_Chances in Net Pogition

Governmental Business-type
Activities Activities Togal
$ (816,040) $ 0 S (8le,040)
(1,868,072) 0 {1,868,072)
{890,278) o] {890,278)
(235,43¢0) C {235,430)
(589,625) 0 (589,629)

] (7,835) 0 {(7,695)

g (4,407,244) 5 0 $ (4,407,144}

g 0 g 111,393 g 111,393
2,297 2,297
8 0 5 113,690 3 113,690

g {4,407,144) g 113,690 $ (4,293,454)

1,816,967 0 1,816,567
2,384,650 0 2,384,650
0 ‘ 0 0

97,024 o 97,024
61,847 ¢ 61,847
117,637 6,012 123,649
67,505 51,501 113,006
124,255 Q - 124,255

$ 4,669,885 8 57,513 S 4,727,388

262,741 171,203 433,944
§ 16,930,329 S 439,448 5 17,369,777
$ 17,193,070 $ 610,651 $ 17,803,721

The accompanying notes are an integral part of the financial statements.
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LOWER NAZARETH TOWNSHIP

RECONCILIATION OF THE GCVERNMENTAL FUNDS

STATEMENT OF ASSETS, LIABILITIES AND FUND

RALANCES TO THE STATEMENT OF NET POSITION - CASH BASIS

AS OF DECEMBER 31, 2012

Total PFund Balances - Governmental Funds

Amounts reported for governmental activities
in the gstatement of net position are different

because;

Capital asgets used in governmental activities
are not financial resources and therefore are
not reported as assets in governmental funds.
The cost of the assets ig $10,352,483.

Long-term liabilities are not due and payable
in the current period and therefore are not
reported as liabilities in the funds. Long-
term liabilities at vear end consist of lcans

payable of $331,462.

Total Net Position - Governmental Activities

The accompanying notes are an integral part
statements.

s 7,172,049

10,352,483

{331,462)

$ 17,193,070

of the financial
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LOWER NAZARETH TOWNSHIP

RECONCILIATICN COF THE GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES TO THE STATEMENT OF ACTIVITIES - CASH BASIO

FOR THE YEAR ENDED DECEMBER 31, 2019

Net Change in Fund Balances - Governmental Funds

Amcunts reported for governmental activities
in the statement of activities are different

because:

covernmental funds report capital outlays as
expenditures. However, in the statement of
activities, the cost of those expenditures is
not reported but treated as a capital asset
on the statement of net position. The capital
outlay for the current year is $553,262.

Igsuance of long-term debt (e.g.notes) provides
current financial resources tc governmental
funds while the repayment of the principal of
lcng-term debt consumes the current financial
regsources of governmental funds. However,
neither transaction has an effect on net
position. Repayment of loan principal is an
expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the
statement of net position. The effect cf this
transaction in the statement is shown below:

Issuance of loan proceeds $(225,656)

Repayment of loan principal 129,508

Change in Net Position of Govermmental
Activities

5 (194,373)
553,262
(95,148}

|

3 262,741

The accompanylng nctes are an integral part of the financial

sgtatements.
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LOWERN NAZARETH TOWNSHIP

STATEMENT OF NET POSITION -

CASH BASIS

PROPRIETARY FUNDS
DECEMBER 31, 2019

Enterprige Fundg

Refuse/Recycling
Collection
Fund
ASSETS
Current Assets:
Cash and cash eguivalents § 234,869
Total Current Agsets 234,669

Noncutrrent Aggets:
Collection equipment, net of

accumulated depreciation 9,206
Total Assets S 333,875
LIABILITIES
None S 0
Total Liabilities 8

NET PCSITION

Net investment in capital

asgets 99,206
Unrestricted 234,669
Total Net Pogition S 333,875

The accompanying notes are an integral
gtatements.

~11-

Sewer Total
Department Propristary
Fund Funds
S 275,776 S 511,445

276,776 511,445

0 98,206

$ 276,778 5 610,651
E: 0 S 0
8] 0]

0 99,206

276,776 511,445

5 276,775 $ 610,651
e | . 5
part of the financial



Refuse/Recycling Sewer
Collection Department Proprietary
Fund Fund Funds
OPERATING REVENUES
Charges for services g 1,023 S 7,704 S 8,727
Rentals 0 51,501 51,501
Total Operating Revenues 1,023 59,205 60,228
OPERATING EXPENSES
Contractual services 30,868 5,407 35,275
Supplies 100 0 100
Materials 0 0 0
Depreciation 8,514 0 8,514
Total Operating Expenses 39,482 5,407 44,889
Operating Income {Lcss) (38,459) 53,798 15,335
NONOPERATING REVENUES
Intergovernmental revenue 149,852 0 149,852
Interest income 3,599 2,413 6,012
Total Nonoperating Revenue 153,451 2,413 155,864
Net Income (Loss) Before
Operating Transfers 114,992 56,211 171,203
Operating transfers 0 0 0
Change in Net Pecsiticn 114,592 56,211 171,203
Net Position -
Beginning of Year 218,883 220,565 439,448
\
Net Position - |
End of Year ) 333,875 $ 276,776 %5 610,651
The accompanying notes are an integral part of the financial
statements.

LOWER NAZARETEH TOWNSHIP
STATEMENT _OF REVENUES, EXPENSES AND CHANGES

IN FUND NET POSITION - CASH BASIS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31,

2019

Enterprigse Fundsg

-12-
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Subtotal
Net Cash Flows From
Operating Activities

Intergovernmental revenue
Net Cash Flows From

Net Increase

Cash and Cash Eguivalents,
January 1

LOWER NAZARETH TOWNSHIP
STATEMENT OF CASH FLOWS - CASH BASIS
PRCPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2019

Enterprise Funds

Refuse/Recycling Sewer
Collection Department

Item not requiring cash

Net Casgh Flows From

Net Cash Flows From

Cash and Cash Equivalents,
December 31

The accompanying notes are an integral part of
gtatements.

-13-

Fund Fund Totalg
CASH FLOWS FROM OPERATING ACTIVITIES
Operating income (loss) s (38,459} S 53,798 § 15,339
Depreciation 8,514 0 8,514
(29,945) 53,798 23,853
{29,945} 53,788 23,853
CASH FLOWS FROM NONCAPITAI, ACTIVITIES
149,852 0 149,852
Noncapital Activities 149,852 0 149,852
CASH FLOWS FROM FINANCING ACTIVITIES
Capital purchases (97,433) 0 (97,433}
Financing Activities {97,433) 0 (97,433)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 3,599 2,413 €,012
Investing Activities 3,599 2,413 6,012
(decrease) in Cash
and Cash Equivalents 26,073 56,211 82,284
]
208,588 220,565 429,161
S 234,869 3 276,776 & 511,445
the financial



LOWER NAZARETH TOWNSHIP
STATEMENT OF NET POSITION - CASH BASIS
FIDUCTARY FUNDS
DECEMBER 31, 2012

Defined Defined Total
Benefit Contribution Fiduciary
Plan Plan Escrow Funds
ASSETS
Cash and cash '
equivalents ] 48,119 S $612,269 $ 660,388
Investments, at
fair value 2,741,965 8,226 2,750,191
Accrued income 7,507 7.507
Total Assets 2,797,591 8,226 £€12,269 3,418,086
LIABILITIES
Due to other funds 2,331 2,331
Refundable escrow
deposits 609,938 609,938
Total Liabilities G o] 612,265 612,269
NET POSITION
Restricted for
pension benefits $2,797,591 % 8,226 & 0 $2,805,817

The accompanying notes are an integral part of the financial
statements.

-14-



LOWER NAZARETH TOWNSHIP
STATEMENT OF CHANGES IN NET POSITIQN - CASH BASIS
FIDUCIARY FUNDS
YEAR ENDED DECEMBER 31, 2019

Defined Defined Total
Benefit Contribution Fiduciary
ADDITIONS TO NET POSITION: Plan Plan Funds
Contributions,
Employer s 115,000 S 4,043 S 119,043
Employee 0 3,901 3,901
Total Contributions 115,000 7,944 122,944
Investment income,
Net appreciation
(depreciation) in fair
value of investments 417,514 282 417,796
Interest and dividends 68,950 0 68,990
486,504 282 486,786
Lesg: invesgtment expenses (18,154) 0 {18,164)
Net Investment Income 468,340 282 468,622
Total Additions 583,340 8,226 591,566
DEDUCTIONS FROM NET POSITIONM:
Benefits 88,504 0 88,504
Administrative expenses Q 9 0
Total Deductions 88,504 0 88,504
Change in net position 494,835 8,228 5C3,062
Net position restricted
for pension benefits,
Beginning of year 2,302,755 ] 2,302,755
End of year 82,797,591 s 8,226 52,805,817

The accompanying notes are an integral part of the financial
gstatements.
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LOWER NAZARETH TOWNSHIP
NOTES TO THE FTINANCTIAL STATEMENTS
DECEMBER 31, 2012

NOTE 1 Summary of Significant Accounting Policies

The accounting policies and accompanying financial
statements of Lower Nazareth Township (the Township) conform to
the cash basis of accounting as applicable to governmental units.
The cash basgis of accounting differs from accounting principles
generally accepted in the United States of America (GAAP).
Accounting principles generally accepted in the United States of
America include all relevant Governmental Accounting Standards
Board (GASB) pronocuncements. In the government-wide financial
statementg and the fund financial statements for the proprietary
funds, Financial Accounting Standards Board (FASB) pronouncements
have been applied, to the extent they are applicable to the cash
bagis of accounting, unless thoge proncuncements conflict with or
contradict GASB proncuncementg, in which cage, GASE pravails.

Principles Determining Scope of Reporting Entity

The Bcard of Supervisors, a five member group, 1is the level
of government responsible for providing a full range of municipal
gervices inecluding thoge mandated by statute or crdinance. These

include public safety, highways and streets, culture and
recreation, public improvements, planning and zoening, and general
administrative services. The Township receives funding from

local and gtate government sources and must comply with the
concomitant reguirements of these funding scurce entities.

Inn evaluating how to define the Township, fcor financial
reporting purpcses, management has considered all potential
component units. The decision to include a potential component
unit din the financial reporting entity was made by applying the
criteria set forth by GASB Statement 14, as amended. The
criteria for including a potential component unit within the
financial reporting entity is the significance of the potential
component unit's operational or financial relationship with the
Township. Based upon the application of these criteria, there are
nc component units to be included in the financial reporting
entity of the Township.

| i
Government -wide and Fund Financial Statements

The government-wide financial statements include the
statement of net position and the statement of activities. These
statementg report financial information fecr the Township as a
whole excluding fiduciary activities such as employee pension
plans and developer escrow funds. For the most part, the effect
of interfund activity hage 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 support.

-16-



LOWER NAZARETH TOWNSHIP
NOTES TC THE FINANCIAYT, STATEMENTS (Continued)
DECEMBER 31, Z019

NOTE 1 Summary of Significant Accounting Pelicies (Continued)

Covernment-wide and Fund Financial Statements (Continued)

The statement of activities demonsgtrates 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 goods, services, or
privileges provided by a given function or segment and 2) grants
and contributions that are restricted to meeting the operational
or capital requirements of a particular function or segment.
Taxes and other itemsg not properly included ameng program
revenues are reported ingtead as general revenues.

Separate financial statements are provided [or governmental
funds, proprietary funds, and fiduciary funds, even though the
latter are excluded from the government-wide financial
statements. Major individual governmental funds are reported as
separate columns in the fund financial statements.

Measurement Focusg, Basis of Accounting, and Financial Statement
Presentation

Measurement focus is a term used to dascribe "how!
transactions are recorded within the wvarious financial
atatements. Rasis cof accounting refers to "when" Cransgsactions
are recorded regardless of the measurement focus applied.

Measurement Focus

In the government-wide Statement of Net Position and the
Statement of Activities, both governmental and business-like
activities are presented using the economic regourcesg measurement
focus, within the limitationg of the cash basis of accounting, as
defined in item b. below.

In the fund financial sgstatements, the current financial
regources measurement. focus or the eccnomic resources measurement
focus, as applied to the cash basis of accounting is used as

appropriate:

a. All governmental funds utilize a current £financial resources
measurement focus. Only current financial assets and liabilities
are generally included on their balance sheets. Their operating
gtatements pregent sources and uses cf available spendable
financial resources during a given pericd. These funds use fund
balance as their measure of available spendable financial

rescurces at the end of the period.

b. The proprietary fund utilizes an economic resources
measurement focus. The accounting cbijectives of this measurement

-17-



LOWER NAZARETH TOWNSHIP
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2019

NOTE 1 Summary of Significant Accounting Policies {(Continued)

Meagurement Focus (Continued)

focus are the determinaticn of operating income, changes in net
pogition, financial position, and cash flows. 211 assets and
liabilities assccilated with their activities are reported.
Proprietary fund equity is classified as net positicn.

Bagis of Accounting

In the government-wide and fund financial statements,
governmental and business-like activities are presented using the

cash basis of accounting. This basis of accounting recognizes
agsets, liabilities, net position/fund equity, revenues and
expenditures when they resgult from cash transgactions. This is a

comprehensive basis c¢f accounting other than accounting
principles generally accepted in the United States of America.

Ag a result of the use of this cash basis of accounting,
certain asgets and their related revenues (such as accounts
receivable and revenue for billed or provided services not vet
collected) and certain liagbilities and their related expenses
(such as accounts payable and expenses for goods or services
received but not vyet paid, and accrued expenses and liabilities)
are not recorded in these financial statements.

Financial Statement Pregentation

The Township repoxts the following governmental fund types:

The General Fund ig the general operating fund of the
Township. Substantially all tax revenues, federal and state aid
(except revenues and ald restricted for use in the Special
Revenue Fund) and other operating revenueg are accounted for in
the General Fund. Thisg fund also accounts for expenditures and
transfers as appropriated in the budget which provides for the
Township's day-to-day operations.

I i
The State Liguid Fuels Highway Aid Fund {(Liguid Fuels Fund),

Hogt Fee Fund, and Traffic Impact Fund are the Township's special
revenue funds. Special Revenue Funds are used to account for the
proceeds of gpecific revenue sources other than expendable
trusts, or major capital projects that are legally restricted to
expenditures for specific purposes.

The Capital Reserve Fundes, Open Space Fund, Highway
Reconstruction & Rehabilitation Fund, Fiscal Stability Fund,
Palmer Sewer Fund and Capital Sewer §Signals Fund are the
Township's capital projects funds. Capital project funds account
for resources used to construct or acquire fixed assets and
capital improvements. Resources of the capital project funds are
derived principally from, user fees, budget transfers and

investment sarnings.
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LOWER NAZARETH TOWNSHIP
NOTES TO THE FINANCTIAT, STATEMENTS (Continued)
DECEMBER 31, 2019

NOTE 1 Summary of Significant Accounting Policies (Continued)

Financial Statement Pregentation (Continued)

The Debt Service Fund accounts for the accumulation of
resocurceg for, and payment of, interest and principal on
long-term cbligations.

The Township reports the following enterprise fund types:

The Refuse/Recycling Collection Fund and Sewer Department
Fund are the Enterprise Funds. Enterprise Funds account for the
provisions of trash collections and sewer services to some
regidents of the Township. All activities necesgsary to provide
such services are accounted for in these funds including, but nct
limited to, administration, operations, maintenance, financing
and related debt service, and billings and ccllections,

The Township also reports the following fund types:

The Defined Benefit Pension Plan and Defined Contribution
Pension Flan are used to account for fiduciary rescurces legally
held in trust for the receipt, investment, and distribution cof

retirement benefits.

The Escrow Fund ig established to administer resources
received and held by the Township in a custoedial capacity for
others. This Fund accounts for the deposits of developer escrows
which is custodial in nature (assets equal liabilities) and does
not involve measurement or results of operation.

Net Position

Net pogition represents the difference between assets and
liabilities. Net position is reported as restricted when there
are limitations imposed on its use either through the enakling
legigiation adopted by the Township or through external
restrictiong imposed by creditors, grantcrs, cr laws or other
regulations o¢f other governments.

Fund Balance Reporting

Fund balance is divided intc five classifications based
primarily on the extent to which the Township is bound to observe
contraints imposed upen the use of the resourceg in the
governmental funds. The classifications are as follows:

Nonspendable - The nonspendable fund balance category
includes amcunts that cannct be spent because they are net in
gspendable form, or legally or contractually recguired to bke
maintained intact. The "not in spendable form" criteria includes
items that are not expected to be converted to cash. It al=sc
includes the long-term amount of interfund loans.
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NOTE 1 Summary of Significant Accounting Policies (Continued)

rund Balance Reporting (Continued)

Restricted - Fund balance is repcrted as restricted when
constraints placed on the use @f resources are either externally
imposed by creditors (such as debt covenants), grantors,
contributors, or laws or regulationg c¢f other governments or is
imposed by law thrcocugh constitutional provisions or enabling

legislation.

Enabling legislation authorizes the Township to assess,
levy, charge, or otherwise mandate payment of resources (from
external resource providers) and includes a legally enforceable
purposes stipulated in the legislation.

Legal enforceability means that the Township can be
compelled by an external party - such as citizens, public
interest groups, or the judiciary to use resources created by
enabling legislation only for the purposes specified by the

legislation.

Committed - The committed fund bkalance clasgification
includes amounts that can be used conly for the specific purposes
imposed by the formal action of the Township Supervisors. Those
committed amounts cannot be used for any cther purpcse unless the
Township Supervisors remove or change the specified use by taking
the same type of action it employed to previously commit those
amounts. In contrast tc fund balance that is restricted by
enabling legislation, committed fund balance classifications may
be redeployed for other purposes with appropriate due process.
Conzstraints imposed on the use of committed amounts are imposed
by the Township Superviscre sgeparate from the suthorization to
raige the underlying revenue; therefore, compliance with these
censtraints 18 not considered to be legally enforceable.
Committed fund balance also incorporates contractual obligations
to the extent that existing resourceg in the fund have been
gpecifically committed for use in satisfying those contractual

egquirements.

Assigned - Amountg in the assgsigned fund balance
classification are intended to be used by the Township for
specific purposes but do not meet the criteria to be classified
ag restricted or committed. In governmental funds other than the
General Fund, assigned fund balance represents the remaining
ameount that is not resgtricted cor committed. In the General Fund,
assigned amounts represent intended uses established by the

Township Superviscrs.
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NOTE 1 Summary of Significant Accounting Policies (Continued)

Fund BRalance Reporting (Continued)

Unasgigned - Unasgigned fund balance 1is8 the residual
classification for the General Fund and includes all spendable
amounts not contained in the other clageifications. in other

governmental funds, the unassigned classification is used only to
report a deficit balance resulting from overspending for specific
purposesg for which amcunts had been restricted, committed, or

assigned.

The Township applies restricted resources first when
expenditures are incurred for purposes for which either
restricted or unrestricted (committed, assigned, and unassigned)
amounts are available. Similarly, within unrestricted fund
balance, committed amounts are reduced first focllowed by
assigned, and then unassigned amounts when expenditures are
incurred for purposes for which amounts in any of the
unrestricted fund balance classifications could be used.

Budgets and Budgetary Accounting

The Township fcllcows these procedures in establishing the
budgetary data reflected in the financial statements:

1) In accordance with the Township Ccde and Township
procedures, the Township Manager submits tc the Board of
Supervisors, with whom the legal level of budgetary control
resides, a proposed budget for the fiscal year commencing the
following January 1. The budget includes proposed expenditures
and the means of financing them for the upcoming yvear, along with
egtimates for the current vyear. Departments for budgetary
purposes are general government, public safety, public works,
culture and recreation, ingurance and emplcyea benefits.

Per the 8Second Class Township Cocde, the budget must be
advertised and available for public inspection at least twenty
days prior to adoption.

2) Public hearings are conducted to obktain taxpayer
comment .
3) By December 31, the budget is legally enacted for alil

governmental funds through passage of an resolution.
Expenditures for the budget may not legally exceed appropriations
and prior year fund balance reserves. This is done as a level of

budgetary control.
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NOTE 1 Summary of Significant Accounting Policies {(Continued)

Budgets and Budgetary Accounting (Continued)

4) Each month the administration prepares a detailed budget
repcrt. The report cites the past month and year-to-date
activity, as well as encumbrances and unencumbered balances by

account .

5) All modifications, transfers and amendments must be
approved by the Board of Supervisors.

&) Formal budgetary integration 1is employed as a
management control device during the year for the General Fund.

7}  The legally reguired and adopted budgets of the Township
are for the General Fund and the Liquid Fuels Fund.

8) Budgets for the General Fund and the Liguid Fuels Fund
are adopted on a cash basis of accounting discussed above. (The
basis of accounting for budget purposes is the same as for
financial statement repcorting purposes.

9) The Board of Supervisors may authorize supplemental
appropriations during the year. No supplemental appropriations
were made during fiscal 2018. The Board of Supervigor must

approve all over expenditures of appropriations or transfers of
appropriated amountsg.

Cagsh and Investments

Statutes allow the Township to invest in obligationg of the
U.S. Treasury, U.S. Agencies, cbligations of the Commonwealth of
penngylvania, savings accounts or time deposits of institutions
insured by the Federal Deposit Insurance Ccrporation (FDIC) and
deposits in excess of FDIC amounts 1f ccllateralized by the

depository. |

Investments are stated at market. 8See Note 2 for additional
disclosures about investments.

Propertyv Taxes Receivable

As a result of using the cash basis method of accounting,
$72,784 of property taxes receivable as of December 31, 2019,
have not been included as revenues.
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NOTES TC THE FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2019

NOTE 1 Summary of Significant Accounting Policies (Continued)

Property Taxes Receivable (Continued)

The property tax calendar for the fiscal year is as follcws:

January 1 - Levy Date

April 1 - Billing Date

April 1 - May 31 - 2% Discount Period
June 1 - July 31 - Face Payment FPeriod
August 1 - December 31 - 10% Penalty Period

January 1 - Lien Date

Refuse and Recyecling Eguipment in Service

The refuse and recycling equipment are stated subsgtantially
at ccst, net of accumulated depreciation. Depreciation isg
provided using the straight line method over the estimated useful

life of the equipment ranging from 7 to 20 vyears.

Public Emploves Retirement Systems

The Township participates in two public employee retirement
systems. The systems, both a single employer public retirement
system, are a defined benefit pension plan and defined
contribution plan that covers all Townghip personnel employed on
a full-time basis.

Transfersg and Interfund Balances

Legally authorized payments or authorizationsg to make
payments from a fund receiving revenue to a fund through which
the resources are to be expended are reported as operating

transfers.

Other outstanding balances between funds are reported as
"due to/from other funds".

Statement of Cash_Flows
For purposes of the statement of cash flows, the Township
considers time deposits and highly liquid debt instruments with

original maturities of three months or less to be cash
equivalents.

Total Columng on Combined Statements

Total cclumns on the combined statements are presented only
to facilitate financial analygis. Data in these columns deoes not
present financial position, results of operations, or cash flows
in conformity with generally accepted accounting principles. Nor
ig such data comparable to a consolidation.
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NOTE 1 Summary of Significant Accounting Policies (Continued)

Encumbrances

Encumbrance accounting, undexr which purchase orders,
contracts, and other commitments for the expenditure of monies
are recorded in corder to reserve that peortion of the applicable
appropriation, is employed as an extension of formal budgetary
integration in the General Fund and the Liguid Fuels Fund.
Encumbrances outstanding at year end are reported as reservations
of fund balances since they do not constitute expenditures or
liabilitieg. There are no encumbrances as of December 31, 2019.

Recent Accounting Prongouncements

In June 2012, the GASB issued Statement No. 68, Accounting
and Financial Reporting for Pensiong-an Amendment of GASB
Statement No. 27. The Township adopted GASB Statement No. 68 for
its December 31, 2015 financial statements. The adoption of this
ctatement affected disclosures and supplementary information
only, as the Township reports on the cash basis of accounting.

NOTE 2 Depocsits and Investments

The Township'g current investment policy isg to place as much
of the available funds into interesgst bearing accounts ag is
feagible. Current cash requirements are kept in bank demand

deposits.
DEPCSITS:

As of December 31, 2019, the carrying amount of the
Township's deposits is $8,400,708 and the Dbank balance 1is
$8,411,262. Of the bank balance, $250,865, is covered by federal
depository insurance (FDIC).

The Township requires all deposits and investments to be
covered by federal depository insurance or toc be fully
collateralized by the financial institution issuing the
investment or acquiring the deposit. Deposits that are not fully
insured by the Federal Deposit Insurance Corporation, $8,160,397
at December 31, 2019, are ccllateralized using the pooled asset
method to 100% of value as required by Pennsylvania Law, The
gecurities pledged as collateral are held by the trust department
of a financial institution or by its agents 1in the financial
institution's name, not 1in the Township's name, and are
considered unccllateralized for credit risk purposes.
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DECEMBER 31, 2019

NOTE 2 Deposits and Investments (Continued)

INVESTMENTS :

Authorized types of investments for Township funds are as
follows:

a) United States Treasury Bills and Notes.

b) Short-term obkligations of the United States, its
agencies or instrumentalities.

¢} Deposits in sgavings accounts or time deposits
insured by the Federal Deposit Insurance Corporation or
gimilar insurance and provided that approved collateral
for public deposits is pledged by the depository for
excess amounts over the insured maximum.

d) Obligationsg of the United States and the
Commonwealth of Penngylvania or any of their agencies
or instrumentalitiegs backed by the full faith and
credit of the United States, Commonwealth of
Pennsylvania or political subdivisions.

e) Shares of an investment company provided that the
only investments of the company are in the investments
listed in a) through d) above.

Tnvestments made by the Township as of December 31, 2019,
are summarized below. The investments that are represented by
specific identifiable investment securities are classified as to
credit risk by the three categories described below:

Category 1 - Insured or registered, or securities held by
the Township or its agent in the Township's name.

Category 2 - Uninsured and unregistered, with securities
held by the counterparty's trust department or agent in the
Township's name.

Category 3 - Uninsured and unregistered, with securities
held by the counterparty, or by its trust department or
agent, but ncot in the Township's name.

Fair vValue/

Catagory Carrying
1 2 3 Amount Market
Blended Income ) S 5 805,900 % 805,900 $ 805,300
Equities 1,844,291 1,944,291 1,944,291
Tctal 5 -0- § -0- $2,750,1%1 $2,750,191 S52,750,191



LOWER NAZARETH TOWNSHIP
NOTES TO THE FINANCIAL STATEMENTS {(Continued)
DECEMBER 31, 2019

NOTE 3 Capital Assets

The following is a summary of the changes in the capital
asget activity for the year ended December 31, 2019:

Balance Balance
December 31, Increases December 31,
2018 (Decreages) 2019
Covernmental Activitiesg:
Township buildings, land
and improvements, $4,679,671 & 114,828 S -0- & 4,794,459
Vehicles 3,643,526 241,123 -0- 3,884,649
Machinery and equipment_1,476,024 197,311 -0- 1,673,335
Governmental activities
capital assets $9,799,221 & 553,262 $ -0- $10,352,483

No depreciation has been provided for the governmental
activities capital assets.

The following 18 a sgummary of proprietary fund type
property, plant, and equipment at December 31, 2019.

Balance Balance
December 31, Increases December 31,
2018 (Decreages) 2019
Enterprise Funds:
Refuse/Recycling
Collecticn eguipment 5 175,784 5 97,433 38 -0- & 273,217
Lesgs: accumulated
depreciation 165,497 8,514 -0- 174,011
Net capital assets S 10,287 § 88,912 s ~0~ 8 99,206

o | , :
Depreciation charged to operations for the Refuse/Recycling
Collection Fund was $8,514 for the year ended December 31, 201¢.
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NOTE 4 Long-Term Debt

The following is & summary of the general obligaticn
installment loans payable for the year ended December 31, 2019:

General Obligaticn Payable Payable

Loans January 1, Isgued Retired December 31,
Installment Loan S 14,729 8 -0- & 14,729 S -0-
Installment Loan 20,900 -0- 10,322 10,5878
Installment Loan 89,571 ~0- 32,332 67,238
Installment Loan 40,833 -0- S,67¢€ 31,157
Instaliment Loan 59,281 =0 14,008 45,273
Installment Loan -0- 225,656 48,441 177,215

Total & 235,314 $225,656 $129,508 S 331,462

The following is a summary of the details of the general
obligation installment loans payable for the year ended December

31, 2018.

Ingtallment Loan Payvable

The Township has an installment locan payable, secured by

public works eguipment. The loan requires five annual payments
of $15,068, including principal and interest at 2.31% over b
years, and a residual payment of $1. The installment loan was

paid off during the year ending December 31, 2019.

Installment Loan Pavable

The Township has an installment loan payable, secured by

public works eguipment. The loan requires five annual payments
of $10,840, including principal and interegt at 2.48% over &
years, and a residual payment of $1. The principal outstanding

at December 31, 2019, is $10,578.

Installment Loan PFayable

The Tcwnship has an installment loan payable, secured by
public works egquipment. The loan requires five annual payments
of 834,951, including principal and interest at 2.63% over 5
years, and a residual payment of S1. The principal outstanding
at December 31, 2019, is $67,239.
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NOTE 4 Long-Term Debt (Continued)

Installment Leoan Pavable

The Township has an installment loan payable, secured by
public works eguipment. The loan reguires five annual payments
of $11,138, including principal and interest at 3.58% over 5
vears, and a residual payment of $1. The principal outstanding
at December 31, 2019, is $31,157.

Installment Loan Pavable

The Township has an installment loan payable, secured by

public works equipment. The loan requires five annual payments
of $16,243, including principal and interest at 3.77% over 5
years, and a residual payment of §I1. The principal outstanding

at December 31, 2019, is $45,273.

Installment Loan Pavable

The Township has an installment locan payable, secured by

public works equipment. The loan requires five annual payments
of $48,464, including principal and interest at 3.65% over 5
years, and a resgidual payment of $1. The principal outstanding

at December 31, 2019, ig $177,215.

The annual debt service reguirements tc maturity for
governmental-type installment loans. including interest are as
follows, as of December 31, 2019:

Year Ending

December 31, Principal Intereat Total
2020 | $110,243 5 11,393 1$121,636
2021 102,993 7,804 11¢,797
2022 71,483 4,364 75,847
2023 46,742 1,725 48,4867
2024 1 0 1

$331,462 5 25,286 $356,748
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NOTE 5 Cefined Contribution Pension Plan

The Township provides pension benefits for all new eligible
full-time employees, hired on or after January 1, 2019, the
effective date of the defined contribution plan. All new
fuil-time gualified employees shall be enrclled in the
participation cof the Plan on the last day of the month following
the attainment of age eighteen and cowpletion of five months of
credited service. The Plan reqguires contributions by the
Township in an amount equal to 5% of the participant's annual
compensation as determined by the employer. Participants shall
contribute to the Plan by payrcll deduction each month an amount
equal to 3% of compensation.

Normal retirement date shall be the date a participant
attains his gixty second birthday and completes 5 years of
vesting service in the plan. .

Existing employees hired prior to the adoption of the
defined contribution plan are covered under the Defined Benefit

Pension Plan.

NOTE 5 Defined Benefit Pencsion Plan

Plan Deggripticn

The Pensicn Plan for the Employees o¢f Lower Nazareth
Township is a single-employer defined benefiit plan that covers
all full-time non-uniformed employees of the Township. The
retirement benefit is based on the participant's compengation
averaged on a monthly basgis over highest thirty-six consecutive
months of compensation. The normal retirement date is age 62.
Participantg become 100% vested upon the completion of ten vyears
of service in the Plan. The Plan also provides early retirement,
death and disability benefits. The authority under which the
benefit provisions have been established, or may ke amended,
remains with the Board of Superviscrs of Lower Nazareth Townghip.
The Plan does not issue a stand-alone financial report.

Funding Policy

Act 205 reguires that annual contributions to the plan be
based upon the plan's Minimum Municipal Obligation (MMO), which
ig based on the plan's bkiennial actuarial wvaluation. The most
recent actuarial valuation was performed January 1, 2019, In
accordance with the plan's governing document, employses are not
required to contribute to the plan. The plan may also be
eligible to receive an allocation of state aid from the General
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NOTE & Defined Benefit Pension Plan (Continued)

Funding Policy (Continued)

Municipal Pension System State Aid Program which must be used for
pension funding. Any funding regquirements egtablished by the MMO
in excess of state aid must be paid by the municipality in
accordance with Act 205.

Investment exXpenses, including investment wmanager and
custodial services, are funded through investment earnings.
Administrative expenses, including actuarial and consultant
services, are funded through earnings and/cr contributions.

Annual Pension Cost and Net Pension Obligation

The Township's annual pension cost and net pension
obligation for the current year are as follows:

Annual required contribution $ 96,114
Interest on net

pensgsion obligation -0 -
Adjustment to annual

required contribution -0-
Annual pension costs 96,114
Contributions made 115,000
Increase (decrease) in

net pension obligation (18,885)
Net pension obligation

beginning of year -0~
Net pension obligation

end of year S -0-

Annual Pension Cost and Net Pension Obligation

The annual required contribution for the current year was
determined as part of the January 1, 2017, actuarial wvaluation
using the entry age normal actuarial cost method. The actuarial
assumptionsg included (a} 7.50% investment rate of return, and (b}
projected salary increases of 5.00% per year. Both {(a) and (b)
include an inflation component for moderate cost-of-living
increases. The asgsumptions did not include postretirement
benefit increases. The actuarial value of assets for the plan
was determined us=ing market value as determined by the trustee.
The unfunded actuarial accrued Iliability (AAL) amortization
method is the level dollar method on a open basis.
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NOTE 6 Defined Benefit Pension Plan {Continued)

Employees Covered by the Plan

As of January 1, 2019, (the most recent date available), the
following employees were covered by the benefit terms:

Active employees 16

Retirees and beneficiaries
currently receiving benefits 3
Terminated employees entitled

to benefits kbut not yet 0
receiving them

Total 1

I @

Summary of Significant Accounting Policies

The plan's policy is to prepare its financial statements on
the accrual basis of accounting. Plan member contributions are
recognized in the period in which the contributions are due.
Employer contributions tc the plan are recognized when due and
the employer has made a formal commitment to provide the
contributiong. Benefits and refunds are recognized when dus and
pavable in accordance with the terms of the plan.

Investments

Plan investments are zreported at fair wvalue. Securities
traded on a naticnal or international exchange are valued at the
last reported sales price at current exchange rates.

At December 31, 2019, the plan had the follbwing investments
in any one organization representing five percent or more of the

Plan assets (other than investments issued or guaranteed by the
U. S. Government) as follows:

MEFS International Growth Fund 153,402
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Note 6 Defined Benefit Pensicn Plan (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of
Resourceg and Deferred Inflows of Resourceg Related to Pensions

At December 31, 2019, the Township's net pensicn liability
is $(31,332). The total pension liability of $2,766,252 was
determined as part of an actuarial wvaluation at January 1, 2019.
Update procedures were used to rcll forward te the plan's fiscal

yvear ending December 31, 2019.
Changes in Net Pension Liability

The following table shows the changes 1in net pension
liability recognized over the measurement period.

Increasge/ (Decrease
Total Pension Plan Fiduciary Net Pension

Liability Net Positicn Liability
{a) (b} a)-{b
Balance at 12/31/2018 52,670,176 32,302,755 § 387,421
Changes for the vyear:
Service cost 110,524 110,534
Interest 1¢6,082 126,082
Differences between ‘
expected and actual
experience (122,030) (122,030}
Contributions 115,080 (115,000)
Net investment income 468,339 (468,339)
Benefit payments (88,503) (88,503) o
Net Changes 26,083 494 836 (398, 753)
Balance at 12/31/201¢9 S2,766,259 52,797,551 5 (31,332)
For the year ended December 31, 201%, the actuarial
determined pen81on expense is $£159,398. However, the Township
recognizes pension expense on the cash basis which totaled
$115,000. At December 31, 2019, the Township has deferred

outflowes of rescurces for $5,623 and deferred inflows of
regources for $93,100 related to the pension plan.

Actuarially determined deferred outflows of resources
related to the pension plan are as follows:

Year BEnded December 31, 2020 S (6,762)
2021 (14,438)

2022 12,333

2023 (5%9,199)

2024 160

Thereafter (19,571)
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Note 6 Defined Benefit Pension Plan (Continued)

Actuarial Assumptiong

The total pension liability in the January 1, 2019,
actuarial wvaluation was determined using the feollowing actuarial
assumptions, applied to all periods included in the measurement:

Actuarial cost method - Entry Age Normal

Investment return - 7.50% per annum

Salary increases - 5% compounded annually

RP-2000 Mortality Table Projected to 2017 using Scale AA

The long-term expected rate of return on pension plan
investments was determined using a building-bleck method in which
the best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and
inflation of 2.25%) are developed for each major class. These
ranges are combined to produce the long-term expected rate of
return by weighting the expected future real rates of return by
the target allocation percentage and by adding expected
inflation. Besgt egtimates cof arithmetic real rates of return for
each major asgset class included in the pension plan's target
asget allocation as of December 31, 2012, are summarized in the
following table:

Long-Term

Target Expected Real

Agset Clags Allocation Rate ¢f Return
Domegstic Equity:

Large Cap 37% 6.09%

Mid Cap 16% 7.27%

Small Cap 0% 7.27%
International Equity 14% 7.05%
Fixed Income 31% 3.17%
Emerging Markets 0% 9.42%
Cash 2% 0.82%

The pension plan's peolicy in regard to the allocation of
invested assets is established and may be amended by the Pension
Board.

The plan's investment policy establishes that the portfolio

may be invested in the above asset classes and with the target
allocation for each class.
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LOWER NAZARETE TOWNSHILP
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2019

Note 6 Defined Benefit Pension Plan (Continued)

Discount Rate

The discount rate used to measure the total pension
liability was 7.50%. The projecticn of cash flows used to
determine the discount rate assumed that plan member
contributiong will be made at the current contribution rate and
that municipal contributions will be made at rates equal to the
difference between actuarially determined contributicns rates and
the member rate. RBaged on those asgsumptions, the Fund'sg
fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan
investments was applied to all pericds of projected benefit
payments to determine the total pension liability.

Net Pension Liability Sensitivity

The following is a sensitivity analysis of the net pension
liability to changes in the discount rate. The table below
presents the net pension liability calculated using the discount
rate of 7.50% as well ag what the net pension liability would be
if it were calculated using a discount rate that is 1 percentage
point lower (6.50%) or 1 percentage point higher (8.50%) than the

current rate:

Current
1% Decreage Digcount Rate 1% Increage
6.50% 7.50% 8.50%
Net Pension Liability S 322,393 g (31,332) S{332,411)

Note 7 Compensated Absences and Benefits

Accumulated unpaid vacation and sick pay benefits accrue
bagsed on length ¢f service and employment. There was no material
unused accrued wvacation or sgick pay benefits asg of December 31,
2019. Also, in accordance with the preovisions of Governmental
Accounting Standards Board, no liakility is recorded for the
non-vegted accumulated rights to receive vacation and sick pay

benefits.

The Township does not provide other postemployment benefitsg
required to be disclosed in accordance with GASB.
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LOWER NAZARETH TOWNSHIP
NOTES TO THE FINANCIAL, STATEMENTS {(Continued)
DECEMBER 31, 2019

NOTE 8 Litigation

vVarious claims and lawsuits are pending against the Township.
Defenses are being conducted by counsel for the Township or the
ingurance carrier, and losses, 1f any, are not anticipated to
have a significant effect on the Township's financial position.

NOTE 9 Contingencies

The Township participates in a number of state and federally
assisted grant programs. Thege programs are subject to program
compliance audits by the grantors or their representatives. The
audits of these programs including the year ended December 31,
2019, have not yet been conducted. BAccordingly, the Township's,
compliance with applicable grant reguirements will be established
at some future date. The amcunt, if any, of expenditures which
may be disallowed by the granting agencies cannot be determined
at this time although the Township expects such amounts, if any,

to be immaterial.

NOTE 10 Deficit Fund Balances

No funds of the Township have a deficit fund balance or net
position deficit at December 31, 2019.

The General Fund's: Public Works, and Insurance, Benefits,
and Migcellanecus budget categories had expenditures in excess of
appropriations for the year ended December 31, 2019.

Ncte 11 Risk Management

Significant losses are covered by commercial insurance for
all major programs. There has been no significant reducticn in
ingurance coveragdge. Settlement amounts have not exceedead
insurance coverages for the current year or the three prior

years.

Ncte 12 Subsequent Events

Subsequent events have been evaluated through July 24, 2020,
which was the date financial sgtatements were avallable to be

isgued.
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FRANCE, ANDERSON, BASILE and COMPANY, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

903 Chestnut Street _ 610-967-1200 Phone
Emmaus, Pennsylvania 18049 610-966-6669 Fax
www. fabandco.com

INDEPENDENT AUDITORS' REEPCRT CN INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCCRDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Township Supervisors
Lower Nazareth Township, Pennsylvania

We have audited, in accordance with the auditing standards
generally accepted in the United States of America and the
standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the
United States, the cash-basgis financial gstatements of the
governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Lower
Nazareth Township, Pennsylvania, as of and for the year ended
December 31, 2019, and the related notes to the financial
statements, which collectively comprise Lower Nazareth Township,
Pennsylvania's, basic financial statements, and have igsued our

report thereon dated July 24, 2020.

Internal Control Over Financial Reporting

In planning and performing cur audit, we considered Lower
Nazareth Teownship, Pennsylvania's internal control over financial
reporting (internal control) to determine the audit procedures
that are appropriate in the cilrcumstances for the purpcse of
expressing our opinions on the financial statements, but not for
the purposge of expressing an opinion on the effectiveness of
Lower Nazareth Township, Pennsylvania's internal control.
Accordingly, we do not express an opinicn on the effectiveness of
Lower Nazareth Township, Pennsylwvania's internal control.

A deficiency in internal control exists when the design or
cperation of a control does not allow management cor employees, in
the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements con a timely basis.
A material weaknegs 1s a deficiency, or a combination of
deficiencies, 1in dinternal c¢ontrol, such that there is a
reasonable poggibility that a material misstatement of the
Township's financial statements will not be prevented, or
detected and corrected, on a timely basis. A significant
deficiency ig a deficiency, or a combination cf deficienciesg, in
internal control that is less severe than a material weaknegs,
vet important encugh to merit attention by those charged with

governance .
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our consideration of internal control reporting was for the
limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal
contrel that wmight be material weaknessses, or significant
deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Compliance and Qther Matters

As part of obtaining reasonable assurance about whether

Lower Nazareth Township, Pennsylvania's, financial statements
are free of material misstatement, we periformed tests of its
compliance with certain provisions of laws, regulations,

contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of

financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The

results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government

Auditing Standards.

Purpose of this Report

The purpose of this repcrt is solely to describe the scope
of our testing of internal contrxcl and compliance and the results

of that testing, and not toc provide an opinion on the
effectiveness of the Townsghip's 1internal control or on
compliance. Thig report 1is an integral part of an audit

performed in accordance with Government Auditing Standards in
considering the Township's internal control and compliance.
Accordingly, this communication ig not suitable for any other

purpose.

/A%@ﬁﬁﬁbﬁﬁg

Emmaus, Pennsylvania
July 24, 2020
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