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

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

INDEPENDENT AUDITORS' REPORT

To the Township Supervisors
Lower Nazareth Township, Pennsylvania

We have audited the accompanying cash basis financial
statements of the governmental activities, the business-type
activities, each major fund, and the acgregate remaining fund
information of Lower Nazareth Townsghip, Pennsylvania, as of and
for the vear ended December 31, 2020, and the related notes to
the financial statements, which collectively ccomprise the
Township's basic financial statements as listed in the table of

contentga.

Management's Regponsibility for the Financial Statements

Management 1s responsible for the preparation and fair
-pregentation of thege financial statements in accordance with the
cash basisg of acccocunting described in Note 1; thig includes
determining that the cash basis of acccocunting is an acceptable
basgis for the preparation of the financial statements in the
circumstances. Management 1s also responsible for the design,
implementation, and maintenance of internal contrel relevant to
the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or

error.

Auditors' Regpongibility

Our responsibilility i1s to expresg 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 and the standards applicable to
financial audits contained in Covernment Auditing Standards,
igssued by the Comptroller General of the United States. Thoge
standards require that we plan and perform the audit to obtain
reascnable assurance about whether the financial statements are
free from material misstatement.

An audit involvesz performing procedures to cbtain audit
evidence about the amcunts and disclosures in the financial
statements. The procedures sgelected depend on the auditore!
judgement, 1i1ncluding the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or
error. In making those risk assesgments, the auditor congiders
internal control relevant to the Township'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 such
opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating
the overall presentaticn of the financial statements.

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

Cpiniocns

In our opinion, the financial statements referred tc above
present fairly, in all material respects, the respective cash
basig financial posgition of the governmental activities, the
business-type activities, each major fund, and the aggregate
remaining fund information o¢f Lower Nazareth Township,
Pennsylvania, ag of December 31, 2020, and the regpective
changes in cash basis financial position and, where applicable,
cagh flcows thereof for the vyear then ended in accordance with the
cash basis of accounting described in Note 1.

Bagigs of Acccunting

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 cf accounting, which is
a basis of accounting other than accounting principles generally
accepted in the United States of America. Cur opinions are not
modified with respect to this matter.

Other Matters

Other Information

Our audit was conducted for the purpcses of forming opinions
on the financial statements that collectively comprigse Lower
Nazareth Township, Penngylvania's basic financial statements.
The budgetary compariscon information on page 36 and the
historical pension plan infcrmation on page 37 and 38, which are
the responsibkility of management, are presented for purposes of
additional analysis and are not a required part of the basic
financial statements. Such informaticn has not been subjected to
the auditing procedures applied in the audit c¢f the basic
financial statements, and accordingly, we do not express an
opinicn or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In acceordance with Government Auditing Standards, we have
also igsued our report dated June 22, 2021, on our consideration
of Lower Nazareth Township, Pennsylvania's internal control over
financial reporting and our tests of its compliance with certain
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provigions of laws, regulaticns, contracts, and granht agreements
and other matters. The purpose of that report is to desgcribe
the scope of our testing of internal contrecl over financial
reporting and compliance and the results of that testing, and not
tc provide an opinion on internal centrol over financial
reporting or on ccmpliance. That report isg an integral part of
an audit performed in accordance with CGovernment Auditing
Standards in congidering Lower Nazareth Township, Pennsylvania's
internal control over financial reporting and compliance.

C%j;;;;;:;;;; 4ﬁ22§1¢ﬁ5ﬁi;§ . ;;ég;%géié;/;ﬂ%¢¢/<;g§%??#ﬁ/4{?é(

Emmaus, Pennsylvania
June 23, 2021



LOWER NAZARETH TOWNSHIP
STATEMENT OF NET POSITION - CASH BASIS

DECEMBER 31, 2020

Business-
Governmental Type
Aotivities Activities Total
ASSETS
Current Assets:
Cash and cash
eguivalents S 6,720,595 S 401,758 5 7,122,353
Due from other funds 2,331 0 2,331
Cther assets 0 4] 0
Total Current Assets 6,722,926 401,758 7,124,684
Capital assetsg:
Buildings, land &
improvemeants 4,794,499 0 4,754,499
Vehicles 3,855,497 ) 3,856,497
Machinery & equipment 1,686,512 0 1,686,519
Collection egulpment, net 0 258,255 258,255
Total Capital Assets 10,337,515 258,255 10,595,770
Total Assets 17,060,441 660,013 17,720,454
LIARTTL.ITIES
Current Liabilities:
Other liabilities 479 0 479
Current portion of
long-term debt 102,992 0 102,992
Total Current Liabilitieg 103,471 4] 103,471
Noncurrent Liabilities:
Long-term debt, net of
current portion 118,226 ¢ 118,226
Total Noncurrent
Liabilities 118,226 0 118,226
Total Liakilites 221,687 0 221,697
NET POSITION
Invested in capital assets,
net of related debt 10,116,297 258,255 10,374,552
Restricted 5,269,738 G 5,269,736
Unrestricted 1,452,711 401,758 1,854 469
Total Net Posgition $16,828,744 5 660,013 $17,438,757

The accompanying notes are an integral part of the financial
gtatements.
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LOWER NAZARETH TOWNSHIP
e STATEMENT OF ACTIVITIES - CASH BASIS {Continued}
FOR THE YEAR ENDED DECEMBER 31, 2020

Net (Expense)

Revenue and Changes in Net Pegition

Governmental Business-type
" Activities Activities Total

$§ {(1,12€,246) s 0 § (1,126, 246)
(2,269,195} ¢ {2,269,195)
(985, 644) 0 (985, 644)
(433,937} 0 (433,937)
{621,821) 0 {621,821)
(11,391) 0 (11,391)
$ (5,448,234) g 0 $ (5,448,234)
4 0 = (73,194} 4 (73,194}
0 (48,573 (48,573)
S 0 S  {i21,7867) S (121,767)
§ (5,448,234) §  (121,767) § (5,570,001)
1,892,680 0 1,892,680
452,128 0 452,128
2,468,176 0 2,468,176
85,187 0 85,187
36,596 0 36,596
36,633 1,878 38,511
72,311 56,751 125,062
207,564 C 207,564
(67,367) 12,500 (54, 867)
{10C,000) 100,000 0
§ 5,093,908 S 171,129 5 5,265,037
{354,326} 49,362 {304,954)
§ 17,193,070 S 610,651 $ 17,803,721
o § 16,838,744 g 660,013 $ 17,498,757

The accompanying nctes are an integral part of the financial statements.
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LOWER NAZARETH TOWNSHIP
RECCNCILIATION QF THE GOVERNMENTAL FUNDS
STATEMENT QF ASSETS, LIABILITIES AND FUND
BALANCES TO THE STATEMENT OF NET POSITION - CASH BASTS
AS OF DECEMBER 31, 2020

Total Fund Balances - Governmental Funds S 6,722,447

Amounts reported for governmental activities
in the statement of net positicon are different

becauge:

Caplital assets used in governmental activities
are ncot financial resources and therefore are
not reported as assets in governmental funds.
The cost of the assets is $10,337,515. 10,337,515

Long-term liabilities are not due and payable
in the current periocd and therefore are not
reported as liabilities in the funds. Long-
term liabilities at vear end consist cof loans

payable of $221,218, (221,218}

Total Net Pogition - Governmental Activities 5 16,838,744

The accompanying notes are an integral part of the financial
statements.
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LOWER NAZARETH TOWNSHIP
RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT COF REVENUES, EXPENDITURES AND CHANCGES IN
FUND RALANCES TO THE STATEMENT OF ACTIVITILS - CASH BASIS
FOQR THE YEAR ENDED DECEMBER 31, 2020

Net Change in Fund Balancesg - Governmental Funds S (449,602)

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

because:

Governmental funds report capital outlays as

expenditures. However, in the statement cf

activities, the cost of those expenditures is

not reported but treated as a capital asset

on the statement of net position. The capital

ocutlay for the current yvear is $65,997. 65,997

In the statement of activities, the gain/loss on

the disposal of assets is reported, whereas in the

governmental funds, the proceeds from the =zale

increase financial resources. The change in net

position differs from the change in fund balance by

the cost of the disposed assets of $(80,965), net

of related accumulated depreciation of S$0. (80,965)

Igauance of leng-term debt (e.g.noteg) provides
current financial regources to governmental funds,
while the repayment of the principasl of long-term
debt consumes the current financial regources of
governmental funds. However, neither transacticn
has an effect on net position. Repayment of lcan
principal is an expenditure in the governmental
funds, but the repayment reduces long-term
liabilities in the statement of net position,

The effect of these transactionsg in the statement
are shcown below:

Iagsuance <f loan proceeds S 0
Repayment of loan principal 110,244 110,244

Change in Net Pcosition of Governmental
Activities S (R54,326)

The accompanying noteg are an integral part of the financial
statements.
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LOWERN NAZARETH TOWNSHIE

STATEMENT OF NET POSITICN

CASH BASIS

PROPRIETARY FUNDS

DECEMBER 31,

2020

Enterprise Funds

Refuse/Recycling Sewer Total
Collection Department Proprietary
Fund Fund Funds
ASSETS
Current Assets:
Cash and cash eguivalents $ 115,990 285,768 401,758
Total Current Assets 115,590 285,768 401,758
Noncurrent Assets:
Collection eguipment, net of
accumulated depreciation 258,255 0 258,255
Total Assets S 374,245 285,768 660,013
LITABILITIES
None 3 0 0 0
Total Liabilities 0 0 0
NET POSITION
Net investment in.- capital
asgelts 258,255 0 258,255
Unrestricted 115,990 285,768 401,758
Total Net Position S 374,245 285,768 660,013
The accompanying notes are an integral part of the financial

gstatements.

-11-



LOWER NAZARETH TOWNSHIP

STATEMENT OF REVENUES, EXPENSES AND CHANGES

IN FUND NET PGSITION -

CASH BASIS

PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2020C

Enterprise Funds

Refusge/Recycling Sewer Total
Ceollection Department Proprietary
Fund Fund Funds
OPERATING REVENUES
Charges for services s 723 S 0 8 723
Rentals Q0 56,751 56,751
Total Operating Revenues 723 56,751 57,474
OPERATING EXPENSES
Contractual services 109,822 48,240 158,063
Supplies 100 0 100
Materials 2,295 0 2,285
Utilities 0 333 333
Depreciation 24,831 ¢ 24,831
Total COperating Expenses 137,049 48,573 185,622
Operating Income (Loss) (136,3286) 8,178 {128,148)
NCNOPERATING REVENUES
Proceeds fixed asset disposgition 12,500 0 12,500
Intergovernmental revenue 63,132 0 63,132
Interest income 1,064 814 1,878
Total Nonoperating Revenue 76,696 814 77,510
Net Income (Loss) Before
Operating Transfers (59,630) 8,992 {50,638)
Operating transfers 10G,00¢ ¢ 100,000
Change in Net Pcsition 40,370 8,992 49,362
Net Position -
Beginning of Year 333,875 276,776 610,651
Net Position -
End cof Year S 374,245 S 285,768 S 660,013
The accompanying notes are an integral part of the financial

statements.
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LOWER NAZARETH TOWNSHIP
STATEMENT OF CASH FLOWS - CASH BASIS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2020

Enterprige Funds

Refuse/Recycling Sewer
Collecticn Department

Fund Fund Totalg
CASH FLOWS FROM OPERATING ACTIVITIES .
Operating income (loss) S (136,328) s 8,178 s (128,148)
Item not requiring cash
Depreciaticn 24,831 0 24,831
Subtotal (111,495) 8,178 (102,317)
Net Cash Flows From
Operating Activities (111,435) 8,178 {103,317}

CASH FLOWS FROM NCNCAPITAL ACTIVITIES

Intergovernmental revenue 63,132 0 63,132
Operating transfers 100,000 0 100,000
Net Cash Flows From
Noncapital Activities 163,132 0 163,132
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds fixed asset disposition 12,500 0 12,500
Capital purchases {183,880) 0 (183,880}
Net Cash Flowsg From
Financing Activities (171,380} 0 {171,380
CASH FLCWS FROM INVESTING ACTIVITIES
Interest income 1,064 814 1,878
Net Cash Flows From
Investing Activities 1,084 814 1,878
Net Increase (decrease) in Cash
and Cash Equivalents (118,679) 8,992 (109,687)
Cash and Cash Equivalents,
January 1 234,669 276,776 511,445
Cagh and Cash Equivalents,
December 31 S 115,990 5 285,768 & 401,758

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

STATEMENT OF NET POSITICN - CASH BASIS

ASSETS

Cash and cash
equivalents
Investments, at
fair value

Acocrued income

Total Assets

LIABILITIES

Due to other funds

Other liabilities

Refundable escrow
deposits

Total Liabilities

NET POSITION
Restricted for
pension benefits

FIDUCTARY

FUNDS

DECEMBER 31, 2020

Defined Defined Total
Benefit Contributicn Fiduciary
Plan Plan Escrow Funds
$ 34,269 S $1,215,218 $1,249,487
3,281,862 9,767 3,291,629

964 964
3,317,095 9,767 1,215,218 4,542,080
2,331 2,321

41 471
1,212,887 1,212,887

41 0 1,215,218 1,215,259
53,317,054 S 8,767 S 0 53,326,821

The accompanying ncotes are an integral part of the financial

statements.
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LOWER NAZARETH TOWNSHIP
STATEMENT OF CHANGES IN NET POSITION - CASH BASIS
FIDUCIARY FUNDS
YEAR ENDED DECEMBER 31, 2020

Defined Defined Total
Benefit Contrikbution Fiduciary
ADDITICNS TO NET POSITION: Plan Plan Funds
Contributionsg,
Employer $ 120,672 $ 407 S 121,07s
Employee o 5,403 5,403
Tetal Contributions 120,672 5,810 126,482
Investment income,
Net appreciation
{depreciation} in fair
value of investments 417,744 1,580 415,324
Interest and dividends 89,288 55 89,343
507,032 1,635 508,667
Lesg: invegtment expenses (19,738} 0 (19,738}
Net Investment Income 487,294 1,635 488,928
Total Additions 607,966 7,445 615,411
DEDUCTIONS FRCM NET POSTITION:
Benefits 88,503 0 88,503
Other 0 5,904 5,904
Total Deductions 88,503 5,904 94,407
Change in net position 519,463 1,541 521,004
Net position restricted
for pensicn benefits,
Beginning of vyear 2,797,591 8,225 2,805,817
End of vyear $3,317,054 S 9,767 $3,326,821

The accompanying notes are an integral part of the financial
gtatements.
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LOWER NAZARETH TOWNSHIP
NOTES _TO THE FINANCIAL STATEMENTS
DECEMBER 31, 202C

NOTE 1 Summary of Significant Accounting Policies

The accounting policies and accompanying financial
statements of Lower Nazareth Townsghip (the Township) conform to
the cash basig of accounting as applicable to governmental units.
The cash basis 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} pronouncements. In the government-wide financial
gtatements 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
basis of accounting, unless those pronouncements conflict with or
contradict GASB pronouncements, in which case, GASB prevails.

Principles Determining Scope of Reporting Entity

The Reoard of Supervisors, a five member group, 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 streets, culture and
recreation, public improvements, planning and zoning, and general
administrative services. The Township receives funding from
local and state government gources and must comply with the
concomitant reguirements of these funding scurce entities.

In evaluating how to define the Township, for financial
reporting purpcses, management has considered all potential
component units, The decision to include a potential component
unit in 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 Teownship.

Government -wide and Fund Financial Statements

The government-wide Ifinancial statements include the
statement of net positicn and the statement of activities., These
statements report financial information for the Township as a
whole excluding fiduciary activities such as employee pension
plans and developer escrow funds. For the mcst part, the effect
of interfund activity has been removed from these gstatements.
Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from
business-type activities, which rely te a significant extent on
fees and charges f[or support.
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LOWER NAZARETH TOWNSHIP
NOTES TO THE FINANCIAL STATEMENTS {Continued)
DECEMBER 31, 2020

NOTE 1 Summary of Significant Accounting Pclicies (Continued)

Government -wide and Fund Financial Statements (Continued)

The statement of activities 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 functicn or segment. Program
revenuaes include 1) charges to customers or applicants who
purchase, uge, 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 requiremente of a particular function or segment.
Taxeg and other items not properly included among program
revenueg are reported instead as general revenues.

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

Measurement Focus, Bagis of Accounting, and Financial Statement
Presentabion

Measurement focus 1s a term used to describe "how!
transactions are recorded within the wvarious financial
gtatements. Basis of accounting refers to "when" transactions

are recorded regardless of the measurement focus applied.

Meagurement Focug

In the government-wide Statement of Net Pcgition and the
Statement cof Activities, both governmental and businesg-like
activities are presented using the economic resources measurement
focus, within the limitations of the cash basis of accounting, as
defined in item b. below.

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:

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
statements present sources and uses cf available spendable
financial resources during a given period. These funds use fund
balance as their measure of available sgpendable financial
regources at the end of the period.

b. The proprietary fund utilizeg an economic regources
measurement focus. The accounting objectives of this measurement
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NOTES TQ THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2020

NOTE 1 Summary of Significant Accounting Policies (Continued)

Meagurement Focug {(Continued)

focus are the determination of operating income, changes in net
position, financial positicn, and cash flows, All asgsets and
liabilities associated with their activities are reported.
Proprietary fund equity is classified as net positicn.

Basis of Acceounting

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

cash basis of acccunting. This basis of accounting recognizes
assets, liabilities, net position/fund equity, revenues and
expenditures when they result frcom cash transactions. This is a

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

Ag a result of the use cof this cash basis c¢f accounting,
certain assets and their related revenues (such as accounts
receivable and revenue for billed or provided services not vyet
collected) and certain liabilities and their related expenses
(gzuch ag accounts payable and expenses for gcods or services
received but nct yet paid, and accrued expenses and liagbilities)
are not recorded in these financial statements.

Financial Statement Presentation

The Township reports the following governmental fund types:

The General Fund 1s the general operating fund of the
Township. Substantially all tax revenues, federal and state aid
(except revenues and aid restricted for use in the Epecial
Revenue Fund) and cther operating revenues are accounted for in
the General Fund. This fund also accounts for expenditures and
transferg ag appropriated in the budget which provides for the
Townghip's day-to-day cperations.

The State Liquid Fuels Highway Aid Fund (Liquid Fuels Fund),
Host Fee Fund, and Traffic TImpact Fund are the Township's special
revenue funds. Special Revenue Funds are used to account for the
proceeds of specific revenue gsources other than expendable
truste, or major capital projects that are legally restricted to
expenditures for specific purposes.

The Capital Reserve Funds, Open Space Fund, Highway
Reconstruction & Rehabilitation Fund, Fiscal Stability Fund,
Palmer Sewer Fund and Capital Sewer Signals Fund are the
Townghip's capital projects funds. Capital project funds account
for resourceg used to construct or acquire fixed assets and
capital improvements. Resources of the capital project funds are
derived principally from, user feeg, budget transfers and
investment earnings.
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NOTE 1 Summary of Significant Accounting Policies (Continued)

Financial Statement Presentation {(Continued)

The Debt Service Fund accountg for the accumulation of
regources for, and payment of, interest and principal c¢n
long-term obligations.

The Township reports the fcllowing enterprise fund types:

The Refuse/Recycling Collection Fund and Sewer Department
fund are the Enterprise Funds. Enterprise Funds account for the
provisions of trash collecticns and sewer services to sgome
reaidents of the Township. All activities necessary to provide
such serviceg are accounted for in these funds including, but not
limited to, administration, operations, maintenance, financing
and related debt service, and billings and collections.

The Township also reports the following fund types:

The Defined Benefit Pension Plan and Defined Contribution
Pension Plan are used tc account for fiduciary resources legally
held in trugt for the receipt, investmesnt, and distribution of

retirement benefitg.

The Escrow Fund 1s established to administer resources
received and held by the Township in a custodial capacity for
others. This Fund accounts for the deposits of developer escrows
whnich is cusgtodial in nature (asgssetg equal liabilities) and does
not invclve measurement or results of operation.

Net Pogiticn

Net position represents the difference between assets and
liabilities. Net position ig reported as restricted when there
are limitations imposed on its use either through the enabling
legislation adopted by the Township or through external
regtrictiong imposed by creditors, grantors, or laws or other
regulations of other governments.

Fund Balance Reporting

Fund balance is divided into five c¢lassifications based
primarily con the extent to which the Township is bound to chsgerve
contraints imposed upcen the use of the resources in the
governmental funds. The classificaticns are as follows:

Nonspendable - The nonspendable fund balance category
includes amounts that cannot be spent because they are not in
spendable Zform, or legally or contractually reguired to be
maintained intact. The "not in spendable form" criteria includes
itemg that are not expected to be converted to cash. It also
includes the long-term amount of interfund loans.
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NOTE 1 Summary cf Significant Accounting Pclicies (Continued)

Fund Balance Reporting (Continued)

Restricted - Fund balance is reported ag restricted when
constraints placed on the use of resources are either externally
imposed by creditors (such as debt covenants), grantors,
contributors, or laws or regulationg of other governments or is
imposed by law through constitutional provisions or enabling

legislation.

Enakling 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 Tcwnghip can be
compelled by an external party - such as citizens, public
interest groups, or the judiciary to use resocurces created by
enabling legislation only for the purposes specified by the
legislation.

Committed ~ The committed fund bkalance c¢lassification
includes amounts that can be used only for the specific purposes
imposed by the formal action of the Township Supervisors. Those
committed amounts cannct be used for any other purpose unless the
Township Supervisors remove or change the specified use by taking
the same type of action it employed to previcusly commit those
amounts, In ccntrast tc fund balance that is restricted by
enabling legislation, committed fund balance classifications may
be redeployed for other purposes with appropriate due process.
Constraints imposed on the use of committed amounts are imposed
by the Township Supervisors separate from the authorization to
raise the underlying revenue; therefore, compliance with these
constraints 1&g not considered to be legally enforceable.
Committed fund balance also incorporates contractual obligaticns
to the extent that existing regources in the fund have been
specifically committed for use in satisfying those contractual
regquirements.

Agsigned - Amounts in the agsigned fund balance
classification are intended to be used by the Township for
specific purposes but do not meet the criteria to be classified
as restricted or committed. In governmental funds cother than the
General Fund, assigned fund balance represents the remaining
amount that 1s not restricted or committed. In the CGeneral Fund,
assigned amounts represent intended uses established by the

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

Ffund Balance Reporting (Continued)

Unassigned - Unassigned fund balance i1ig the residual
classification for the General Fund and includes all spendable
amounts not ccntained in the other classgifications. In other

governmental funds, the unassigned classificaticn is used only to
report a deficit balance resulting from overspending for specific
purposes for which amounts had been resgtricted, committed, or

asgigned.

The Tcwnship applies restricted resources firgt when
expenditures are incurred for purposes for which either
restricted or unrestricted (committed, assigned, and unassigned)

amountg are avalilable. Similarly, within unrestricted fund
balance, committed amounts are reduced first £followed by
assigned, and then unassigned amcunts when expenditures are

incurred for purposes for which amcunts in any of the
unrestricted fund balance classificaticns could be used.

Budgets and Budgetarv Accounting

The Townghip follows these procedures in establishing the
budgetary data reflected in the financial statements:

1) In accordance with the Township Code and Township
procedures, the Township Manager submits to the Board of
Supervigors, 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 year, along with
estimates for the current vyear. Departments for budgetary
purposes are general government, public safety, public works,
culture and recreaticn, insurance and employee benefits.

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

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

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} Bach month the administraticn prepares a detailed budget
report. 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 cf Supervisors.

6) Formal budgetary integration 1s emplcyed as a
management ccntrol device during the year for the General Fund.

7) The legally required and adopted budgets of the Township
are for the General Fund and the Liguid Fuels Fund.

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

9) The Board of Supervisors may authorize supplemental
appropriations during the year. No supplemental appropriations
were made during fiscal 2020. The Board of Supervisor must

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

Cagh and Invegstments

Statutes allow the Township to invest in obligations of the
U.S. Treasury, U.S. Agencies, obligations of the Commonwealth of
Penngylvania, savings accounts or time depcsits of institutions
insured by the Federal Deposit Insurance Corporation (FDIC) and
deposits in excess of FDIC amounts i1if collateralized by the

depository.

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

Property Taxes Receivable

As a result of using the cash basis method of accounting,
540,734 cof property taxes receivable as of December 31, 2020,
have not been included as revenues.
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NOTE 1 Summary of Significant Accounting Policies (Continued)

Property Taxes Receivable (Continued)

The property tax calendar for the fisgcal vyear is asg follows:

January 1 - Levy Date

April 1 - Billing Date

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

January 1 - Lien Date

Refuge and Recvcling Equipment in Service

The refuse and recycling eguipment are stated substantially
at cost, net of accumulated depreciation. Depreciation 1is
provided using the straight line method over the estimated useful
life of the equipment ranging from 7 to 20 years.

Public Emplovee Retirement Svstems

The Township participates in two public employee retirement
gystems. The systemg, both a gingle employer public retirement
gyatem, are a defined benefit pensicn plan and defined
contribution plan that covers all Township personnel employed on
a full-time kasis.

Trangferg and Interfund Balances

Legally authorized payments or authorizations to make
payments from a fund receiving revenue to a fund through which
the resources are bto be expended are repcrted as operating
transfers.

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

Statement of Cash Flows

For purposes ol the statement of cash flows, the Township
considers time deposits and highly liguid debt instruments with
original maturities of three months or less to be cash
equivalents.

Total Columnsg on Combined Statements

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

Encumbrances

Encumbrance accounting, under which purchase orders,
contracts, and other commitments for the expenditure of monies
are recorded in order to reserve that portion of the applicable
appropriation, 1s employed as an extension of formal budgetary
integration 1in the General Fund and the Ligquid Fuels Fund.
Encumbrances outstanding at vyvear end are reported as reservations
of fund balances since they do not constitute expenditures or
liabilities. There are no encumbrances as of December 31, 2020.

Recent Accounting Pronouncements

In June 2012, the GASB issued Statement No. &8, Accounting
and Financial Reporting fcr Pensiong-an Amendment of GASE
Statement Neo. 27. The Township adopted GASB Statement No. 68 for
its December 31, 2015 financial statements. The adoption of this
Statement affected disclosures and supplementary information
only, as the Township reports on the cash basis of accounting.

NOTE 2 Depogits and Investments

The Townsghip's current investment policy is to place as much
of the available funds into interest bearing accounts as is
feasgible. Current cash reguirements are kept in bank demand

deposits.
DEPOSITS:

As of December 31, 20206, the carrying amount of the
Township's deposits is $8,337,571 and the bank balance is
$8,368,324. Of the bank balance, $500,000, is covered by federal
depository insurance (FDIC).

The Township requires all depogits and investments to be
covered by federal depository insurance or to be fully
collateralized by the financial institution issuing the
investment or acquiring the deposit. Deposits that are not Tully
insured by the Federal Depcsit Insurance Corporation, $7,868,324
at December 31, 2020, are collateralized using the pooled asset
method to 100% of value as reguired by Pennsylvania Law. The
securities pledged as collateral are held by the trust department
of a financial institution or by its agents in the financial
institution's name, not in the Township's name, and are
considered uncollateralized for credit risk purposes.
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NOTE 2 Depogits and Investments (Continued)

INVESTMENTS :

Authorized types of investments for Township funds are as
follows:

a) United States Treasury Bills and Notes.

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

c) Depositse 1in eavings acccocunts or time deposits
insured by the Federal Deposit Insurance Corporation or
similar insurance and provided that approved collateral
for public deposits is pledged by the depository for
excess amountg over the insured maximum.

d} Obkligations of the United States and the
Commonwealth of Pennsylvania or any of their agencies
or instrumentalitieg Dbacked by the full faith and
credit of the United Statesg, Commonwealth of
Pennsylvania or political subdivisions.

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

Investments made by the Township as of December 31, 2020,
are summarized below. The invesgtments that are represented by
specific identifiable investment securities are clasgified as to
credit risk by the three categoriesg 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.

Categery 3 - Uninsured and unregistered, with sgecurities
held by the counterparty, or by its trust department or
agent, but not in the Township's name.

Fair Value/

Category Carrying
1 2 3 Amount Market
Mutual Funds S 5 $3,220,682 $3,220,682 33,220,682
Cloged-End Funds 70,947 7C,947 70,547
Tcotal S -0- & -0- $3,291,629 33,291,629 $3,291,629
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NOTE 3 Capital Assets

The following is a summary of the changes in the capital
asget activity for the vyear ended December 31, 2020:

Balance Balance
December 31, Increases December 31,
2019 {Decgreages) 2020
Governmental Activitieg:
Tewnship buildings, land
and improvements, S 4,794,499 S -0- 8 -0- 8 4,754,499
Vehicles 3,884,649 52,812 (80,0965) 3,856,497
Machinery and equipment 1,673,335 13,184 ~-0- 1,685,518
Governmental activities
capital assets 510,352,482 ¢ 65,997 $(80,9565)810,337,515

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

The following is a summary of proprietary fund type
property, plant, and equipment at December 31, 2020.

Balance Balance
December 31, Increases December 31,
2019 (Decreasges) 2020

Enterprige Funds:
Refuse/Recycling

Collection equipment $ 273,217 $183,880 $(150,671)% 306,426
Legg: accumulated

depreciation 174,011 24,831 (150,671} 48 171
Net capital assets S 99,206 5159,049 $ -0- 8 258,255

Depreciation charged to operations for the Refuse/Recycling
Collection Fund was $24,831 for the yvear ended December 31, 2020.
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NOTE 4 Long-Term Debt

The following ig a sgummary of the general obligation
installment loansg payvable for the year ended December 31, 2020:

General Obligaticn Payable Payable

Loans January 1, Igsued Retired December 31,
Installment Loan 3 10,578 & -0- & 10¢,578 s -0~
Installment Loan 67,239 -0- 33,183 34,056
Installment Loan 31,157 -0- 1C,022 21,135
Installment Loan 45,273 -0- 14,536 30,737
Installment Loan 177,215 -0- 41,525 135,290
Total S 331,462 S -0- $110,244 5 221,218

The feollowing is a summary of the details of the gsneral
cbligation installment loans payable for the year ended December

31, 2020.

Inatallment Loan Pavable

The Township has an installment loan payable, secured by

public works eguipment. The locan reguires five annual payments
of $10,840, including principal and interest at 2.48% over 5
vears, and a residual payment of $1. The installment lcan was

paid off during the year ending December 31, 2020.

Installment Loan Pavable

The Township has an installment loan payable, secured by
public works egquipment. The lcan reguires five annual payments
of 834,551, including principal and interest at 2.63% over 5
years, and a residual payment of 351. The principal outstanding
at December 31, 2020, is &34,(056.
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NOTE 4 Long-Term Debt {(Continued)}

Inctallment Loan Pavable

The Township has an installment lcoan payable, secured by

public works equipment. The loan reguires five annual payments
of $11,138, including principal and interest at 3.58% over 5
years, and a residual payment of $1. The principal outstanding

at December 31, 2020, is $21,135.

Incstallment 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 b5
vears, and a residual payment of $1. The principal cutstanding

at December 31, 2020, is $30,737.

Installment Loan Pavable

The Teownship has an installment loan payable, secured by

public works equipment. The loan requires five annual payments
of 548,464, including principal and interest at 3.69% over 5
vears, and a residual payment of $1. The principal outstanding

at December 31, 2020, igs §£135,290.

The annual debt service requirements to maturity for
governmental -type installment lcans including interest are as
follows, as of December 31, 2020:

Year Ending

December 31, Principal Interest Total
2021 5102,992 S 7,804 5110, 756
2022 71,483 4,364 75,847
2023 46,742 1,725 48,467
2024 1 0 1

$221,218 S 13,853 5235,111
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NOTE 5 Defined Contribution Pension Plan

The Township provideg pension benefits for all new eligible
full-time employees, hired on or after January 1, 2018, the
effective date of the defined contribution plan. All new
full-time gualified employees sghall be enrclled in the
participation of the Plan on the last day of the month following
the attainment of age eighteen and completion of five months of
credited service. The Plan requires 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 sgixty second birthday and completes 5 vyears of
vegting sgervice in the plan.

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

Pension Flan.

NOTE & Defined Benefit Pensgion Plan

Plan Degcription

The Pension Plan for the Employees of Lower Nazareth
Township is a single-employer defined benefit plan that covers
all full-time non-uniformed employees of the Township. The
retirement benefit is based on the participant's compensation
averaged on a monthly basis over highest thirty-six consecutive
months of compensation. The ncrmal retirement date is age 62.
Participants beccme 100% vested upcon the completion of ten vears
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 be amended,
remaing with the Board of Superviscrs of Lower Nazareth Township.
The Plan dces not issue a gtand-alone financial report.

Funding Policy

Act 205 requires that annual contributions to the plan be

based upon the plan's Minimum Municipal Ckligation (MMO), which
is based on the plan's bkiennial actuarial wvaluaticn. The most
recent actuarial valuation was performed January 1, 2019. In

accordance with the plan's governing document, employees are not
required to contribute to the plan. The plan way also be
eligible to receive an allocation of state aid from the Ceneral
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NOTE 6 Defined Benefit Pension Plan (Continued)

Funding Policy (Continued)

Municipal Pension System State Aid Program which must be used for
pension funding. Any funding requirements established by the MMO
in excesg of gtate aid must be paid by the municipality in
accordance with Act 205,

Investment exXpenses, including investment manager and
cugstedial services, are funded through investment earnings.
Administrative expenses, including actuarial and consultant
gervices, are funded through earnings and/or contributions.

Annual Pension Cost and Net Pension Obligation

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

Annual required contribution $ 120,671
Interest con net

pension obligation -0-
Adjustment to annual

regquired contribution -0~
Annual pension costs 120,671
Contributions made 120,672
Increase (decrease) in

net pension chligation {1}
Net pension obligation

beginning of year -0-
Net pension obligation

end of vear 5 -0~

Annual Pension Cost and Net Pension Obligation

The annual required contribution for the current vyear was
determined ag part of the January 1, 2019, actuarial wvaluation
using the entry age normal actuarial cogt method. The actuarial
agssumptions included ({(a) 7.50% investment rate of return, and (bh)
projected salary increases of 5.00% per vear. Both (a) and (b)
include an inflation component for moderate cost-of-living
increases. The assumptions did not include postretirement
benefit increases. The actuarial value of assets for the plan
wag determined using market value as determined by the trustee,
The unfunded actuarial accrued liability (AAL) amortization
method is the level dollar methed on a open basis.
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NOTE 6 Defined Benefit Pension Plan (Continued)

Employees Covered by the Plan

Ag of January 1, 2020, (the most recent date available), the
following employees were covered by the benefit terms:

Active employees 15
Retirees and beneficiaries

currently receiving benefitg 3
Terminated employees entitled
to benefits but not yet 0
receiving them .
Total

I =
I oo

Summary of Significant Accounting Policies

The plan's pelicy is tc prepare its financial statements on
the accrual basis of accounting. Plan member contributicns are
recognized 1in the peried in which the contributions are due.
Employer contributions to the plan are recognized when due and
the employer has made a formal commitment to provide the
contributions. Benefits and refunds are recognized when due and
payable in accordance with the terms of the plan.

Investments

Plan investments are reported at fair value. Securities
traded on a national or internaticnal exchange are valued at the
last reported sales price at current exchange rates.

At December 31, 2020, the plan had the fcllowing investments
in any one organization representing five percent or more of the
Plan agsets (other than investments issued or guaranteed by the
U. S. Government) as follows:

Vanguard 500 Index Fund Admiral 570,572
Natixis Loomis Say Growth-Y 314,576
Dodge & Cox Income Fund 269,032
Touchstone Mid Cap Value Fund 256,488
Harbor Large Cap Value-Ret 254,486
Causeway Internatl Value-Ins 207,207
Doubleline Total Return Bond Fd 202,842
PGIM Total Return Bd-R& 192,292
Metropolitan West T/R Bd-PLN 169,253
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Note 6 Defined Benefit Pensicn Plan (Continued)

Pengion Liabilities, Pengion Expense, and Deferred Outflows of
Resources and Deferred Inflows of Regourceg Related to Pensiong

At December 31, 2020, the Township's net pension liability
is $(310,282). The total pensicn liability of $3,006,672 was
determined as part of an actuarial valuation at January 1, 2019,
Update procedures were used to roll forward to the plan's fiscal

yvear ending December 31, 2020.
Changes in Net Pension Liability

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

Increase/ (Decrease)
Total Pengion Plan Fiduciary Net Pensgion

Liability Net Position Liabkility
(a) {b) a) - (b

Ralance at 12/31/2019 £2,766,259 82,797,591 s (31,332)
Changes for the year:

Service cost 116,061 116,061

Interest 212,855 212,855

Contributions 120,672 {(120,672)

Net investment income 487,294 (487,294)

Benefit payments (88,503) {(88,503) 0

Net Changes 240,413 519,463 (275,050)

7 Balance at 12/31/2020 53,006,672 53,317,054 S (310,382)

For the year ended December 31, 2020, the actuarial

determined pension expense is $57,685. However, the Township
recognizes pension expense on the cash basis which totaled
$120,672., At December 31, 2020, the Township has deferred

outflows of zresources for §5,152 and deferred inflows of
regources for $(308,692) related to the pension plan.

Actuarially determined deferred cutflows of resocurces
related to the pension plan are as follows:

Year Ended December 31, 2021 S5(70,144)
2022 (43,373)

2023 {114, 305)

2024 {55,547}

2025 160

Thereafter (19,731)
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Note & Defined Benefit Pension Plan (Continued)

Actuarial Assumptions

The total pensicn liabkility in the January 1, 2019,
actuarial valuation was determined using the following 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
invegtments was determined using a building-blcck method in which
the best-estimate ranges of expected future real rates of return
(expected returns, net of pensicn plan investment expense and
inflation of 2.17%) are developed for each major class. These
ranges are combined tc produce the long-term expected rate of
return by weighting the expected future real rates of return by
the target allccation percentage and Dby adding expected
inflation. Beat esgstimates of arithmetic real rates of return for
each major asset class included in the pension plan's target
asget allocation as of December 21, 2020, are summarized in the

following table:

Long-Term

Target Expected Real

Agsget Class Allccation Rate of Return
Domestic Equity:

Large Cap 0% 6.19%

Mid Cap 56% 7.37%

Small Cap 0% 7.37%
Internaticnal Equity 14% 6.92%
Fixed Income 29% 2.77%
Real Estate 0% 5.74%
Cash 1% 0.11%

The pensicn plan's pelicy in regard to the allocation of
invested assets ig 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.

-323-



LOWER NAZARETH TOWNSHIP
NOTES TO THE FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2020

" Note 6 Defined Benefit Pension Plan (Continued)

Discount Rate

The digcount rate used to measure the total pension
liability was 7.50%, The projection of cash £flows used to
determine the disgcount rate assumed that plan member
contributions will be made at the current contributicn rate and
that municipal contributions will be made at rates egqual to the
difference between actuarially determined contributions rateg and
the member rate,. Based on those assumptions, the Fund's
fiduciary net position was projected to be available to make all
projected future benefit paymentse of current plan members.
Therafore, the long-term expected rate of return on pension plan
investments wasg applied to all periods of projected benefit
payments to determine the total pension liability.

Net Pension Liability Sensitivity

The fcllowing 1s a gensitivity analysis of the net pension
liability tco changes in the discount rate. The table below
presents the net pension liability calculated using the discount
rate of 7.50% as well as 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% Decreazse Discount Rate 1% Increase
6.50% 7.50% 8.50%
Net Pension Liability S 67,919 $(310,382) 5(632,841)
Note 7 Compensated Absences and Benefits

Accumulated unpaid wvacation and sick pay bensfits accrue
based on length of service and employment. There was no material
unused accrued vacation or sick pay benefits as of December 31,
2020. Also, in accordance with the provisions of Governmental
Accounting Standards Beard, no liability is recorded for the
nen-vested accumulated rights to receive vacation and sick pay

benefits.

The Township does not provide other postemployment benefits
required to be disclosed in accordance with GASB.
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LOWER NAZARETH TQWNSHIP
NOTES TC THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2020

NOTE 8 Litigation

Varioug claims and lawsuits are pending against the Township.
Defenses are being conducted by ccunsel for the Township or the
ingsurance carrier, and logses, if any, are not anticipated to
have a significant effect on the Township's financial position.

NOTE S Contingencies

The Township participates in a number of state and federally
assigted grant programs. These programs are subject to program
compliance audits by the grantors or their representatives. The
audits ¢f these programg including the vyear ended December 31,
2020, have not yet been conducted. Accordingly, the Township's,
compliance with applicable grant requirements will ke established
at some future date. The amount, 1f any, of expenditures which
may be disallowed by the granting agencies cannot be determined
at this time althcocugh the Township expects such amounts, if any,
to be immaterial.

NCTE 10 Deficit Fund Balances

No fundg of the Township have a deficit fund balance or net
position deficit at December 31, 2020.

The General Fund's: Public Works, and Insurance, Benefits,
and Miscellaneous budget categorieg had expenditures in excess of
apprepriations for the year ended December 31, 2020.

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.

Note 12 Subsequent Events

Subsequent events have been evaluated throuch June 23, 2021,
which was the date financial sgstatements were available to be

issued,
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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' REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMELIANCE AND OTHER
MATTERS BASEL ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCCEDANCE WITH GOVERNMENT AUDITING STANDARDS

Tc 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 te financial audits contained in Government
Auditing Standards issued by the Comptroller General of the
United States, the cash-basig financial statements 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, 2020, and the related notes to the financial
statements, which collectively comprise Lower Nazareth Township,
Pennsylvania's, basic financial statements, and have issued our
report therecn dated June 23, 2021.

Internzl Control Cver Financial Repcrting

In planning and performing our audit, we considered Lower
Nazareth Township, Pennsylvania's internal control over financial
reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of
expresging our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of
Lower Nazareth Township, Pennsylvania's internal control.
Accordingly, we do not express an copinion on the effectiveness of
Lower Nazareth Township, Fennsylvania's internal control.

A deficiency in internal control exists when the design or
operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis.
A material weaknesgs 1sg8 a deficiency, or a combination of
deficiencies, in internal control, guch that there igs a
reascnable possibility that a material misstatement of the
Township's financial statements will not be prevented, or
detected and corrected, on a timely bkasis. A significant
deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness,
yet important enough tc merit attention by those charged with

governance.
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our consideration of internal contrcol reporting was for the
limited purpeose described in the firgt paragraph ¢f this section
and was not desgigned to identify all deficiencies in internal
control that might be material weaknesses, or gignificant
deficiencies. Given these limitationg, during our audit we did
not identify any deficiencies in internal contrecl that we
congider to be material weaknesses. However, material weaknasses
may exist that have not been identified.

Compliancs and Cther Matterg

As part of obtaining reasonable assurance about whether

Lower Nazareth Township, Penngylvania's, financial statements
are free of material wmisstatement, we performed tests of its
compliance with certain provisions of laws, regulations,

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

financial statement amounts. However, providing an opinien 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 regquired to ke reported under Government
Auditing Standards.

Purpose of thig Report

The purpcse of this report is solely to describe the scope
of our testing of internal control and compliance and the results

of that testing, and not to provide an opinion on the
effectiveness of the Townsgship's internal control or on
compliance. This report 1s an integral part of an audit

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

purpose.
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Emmaus, Pennsylvania
June 23, 2021
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