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INDEPENDENT AUDITOR’S REPORT

To the Members of the Borough Council
Borough of Fountain Hill
Fountain Hill, PA

Opinions

We have audited the accompanying modified cash basis financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the Borough of Fountain Hill, as of and for the year ended December 31, 2021, and
the related notes to the financial statements, which collectively comprise the Borough's basic
financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the modified cash basis financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Borough of
Fountain Hill as of December 31, 2021, and the respective changes in modified cash basis
financial position and, where applicable, cash flows thereof for the year then ended in accordance
with the modified cash basis of accounting described in Note 2.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of
the Borough of Fountain Hill and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinions.

Basis of Accounting

We draw attention to Note 2 of the financial statements, which describes the basis of accounting.
The financial statements are prepared on the modified cash basis of accounting, which is a basis
of accounting other than accounting principles generally accepted in the United States of
America. Qur opinions are not madified with respect to this matter.
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Adjustments to Prior Period Financial Statements

The financial statements of the Borough of Fountain Hill as of December 31, 2020, were audited
by other auditors whose report dated August 9, 2021, expressed an unmodified opinion on those
financial statements. As discussed in Note 15 {o the financial statements, the Borough has
restated it's 2020 financial statements during the current year for the correction of the application
of the modified cash basis of accounting. The other auditors reported on the 2020 financial
statements before the restatement.

As part of our audit of the 2021 financial statements, we also audited the adjustments described
in Note 16 that were applied to restate the 2020 financial statements. In our opinion, such
adjustments are appropriate and have been propetly applied. We were not engaged to audit,
review, or apply any procedures to the Borough of Fountain Hill's 2020 financial statements other
than with respact to the adjustments and, accordingly, we do not express an opinion or any other
form of assurance on the 2020 financial statements as a whole.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the modified cash basis of accounting described in Note 2, and for
determining that the modified cash basis of accounting is an acceptable basis for the preparation
of the financial statements in the circumstances. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or etror.

Auditor's Responsibilities for the Audit of the Financial Statements

Our ohjectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high leve! of assurance but
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with generally accepted auditing standards (GAAS} will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are
considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

» Exercise professional judgment and maintain professional skepticism throughout the
audit.

« ldentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

» (Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Borough of Founfain Hill's internal
control. Accordingly, no such opinion is expressed.

s Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.



» Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Borough of Fountain Hill's ability to continue
as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Other Maftters
Required Supplementary Information

Management has omitted the management's discussion and analysis that is required to be
presented to supplement the basic financial statements. Such missing information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Qur opinion on the
basic financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of America require that budgetary
comparison, pension and other postemployment benefit information on pages 48-57 be presented
to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Borough of Fountain Hill's basic financial statements. Management's
combining schedules on pages 59-62 are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The combining schedules are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining schedules are fairly stated in all material
respects in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June
30, 2022 on our consideration of the Borough of Fountain Hill internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpese of that report is solely to describe the
scope of our testing of infernal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of Borough of Fountain Hill's
internal control over financial reporting or on compliance.

That report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the Borough of Fountain Hill's internal control over financial reporting
ahd compliance.

June 30, 2022



BOROUGH OF FOUNTAIN HILL
STATEMENT OF NET POSITION —~ MODIFIED CASH BASIS
DECEMBER 31, 2021

Governmental Business-Type
ASSETS Activities Activities Total
Current Assets:
Cash and Cash Equivalents 5 5,401,860 $ 1,694,731 $ 7,096,591
Interna! Balances 89,782 13,671 103,453
Total Current Assets 5,491,642 1,708,402 7,200,044
Noncurrent Assets:
Land 809,842 - 869,842
Buildings and Improvements 2,378,413 9,956,613 12,335,026
Machinery and Equipment 360,211 223,858 584,769
Vehicles 1,827,222 - . 1,827,222
Infrastructure 3,594,121 - 3,594,121
Accumulated Depreciation (3,443,508} {8,035,093) (11,478,601}
Total Noncurrent Assets 5,617,001 2,145,378 7,762,379
TOTAL ASSETS 11,108,643 3,853,780 14,962,423
LIABILITIES
Current Liabilities:
Credit Card Payable 43,853 - 43,853
Accrued Expenses 3,183 - 3,153
internal Balances 1,655 101,898 103,453
Current Portion of Long-Term Debt 91,102 - 91,102
Total Current Liabilities 139,663 101,898 241,561
Noncurrent Liabilities:
Long-Term Debt 370,849 - 370,849
Total Noncurrent Liabilities 370,848 - 370,849
TOTAL LIABILITIES 510,512 101,898 612,410
NET POSITION
Invested in Capital Assets, Net of
Related Debt 5,155,050 2,145,378 7,300,428
Restricted for:
Capital Projects 750,235 - 750,235
Special Revenue 844,642 - 844,642
Unrestricted 3,848,204 1,608,504 5,454,708
TOTAL NET POSITION $ 10,598,131 $ 3,751,882 $ 14,350,013

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL

STATEMENT OF ACTIVITIES — MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Program Revenues

Net (Expense) Ravenus
and Changss in Net Pesltion

Charges Operating Capltal
for Graris and Grants and Govarmmantal Buslness-Typa
Functlons/Programs Exponsas Borvicea Conlributlons Gontributlons Activitles Activities Total
Gevarnmentel Actlvitles:
CGeneral Govatnment § 300,018 g - B 30,588 1 - {388,627} $ - $ {368,627)
Publlc Salaty 1,368,735 76,463 21,0660 00,287 {965,950) - {966,869)
Health end Human Serdcss 1,840 - - - {1,840} - (1,840}
Public Works - Highways and Streets 331,285 . 121,306 305,491 166,562 - 166,602
Public Warks - Olher Sarvicas 17,732 - - - {17,782) - (17,782)
Culture and Recreation 135,933 11,840 - - {128,803) - {128,893}
InsUrange and Employee Benefits 904,068 - 124,729 - (855,326} - {868,328}
Interest on Long-Term Delt 16,744 - - - (18,744) - (18,744}
Depreclation Expense - Unallocaled 239,084 - - - {235,984} - (238,084)
Total Governmental
Acthvities 3,500,277 88,383 297,480 665,758 (2,448,846} - {2,448,646)
Businoss Typse Activitles:
Sawar 1,687,877 1,874,661 - - - (218,328) {243,320}
Heallth and Sanitatlon 897,378 853,008 - - - (13,682} (13,682)
Stormwaler 43,666 233,408 - - - 189,742 188,742
Tolal Businass-Type
Activities 2,326,021 2,291,655 - - - {97,260} (87,265)
Total Primary
Govarnmsnt 3 5,828,198 5 2,380,048 ] 247,480 $ 665,768 (2,448,848) § {37,266 § {2,485,912)
General Ravenues:
Taxas:
Praperly Taxas, kevied for gensral purposes, et 2,113,299 8 - $ 2,113,209
Propetly Taxes, lavied for flre protection, nat 18,398 - 18,308
Property Taxes, levied for lIbrary protection, nst 91,980 - 81,880
Other Taxes, [evied for gensral purposss, net 1,108,270 - 1,103,270
Licenses and Permits 73,123 - 73,123
FInes and Forfalts 62,105 - 62,105
Miscallaneaus Incame 162,688 - 152,668
Inlarssat and Rantal Income 57,088 608 57,881
Tranafars ln/{Qut) - - -
Total Genaral Revenuss, Spaclal [tems,
Extracrdinary ltams, #nd Transfers 3,662,126 606 3,682,732
Ghango In Nat Posltion 1,283,480 {28,680) 1,198,820
Net Pasition - Baginning (A& Restatad} (Nota 15} 9,364,861 3,788,542 19,163,183
Mat Positlon - Ending 10,598,181 § 8,751,882 $ 14,360,013
So LR

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES -
MODIFIED CASH BASIS — GOVERNMENTAL FUNDS
DECEMBER 31, 2021

Major Fund Nan-Major Funds
Special Capital
General Revenue Projects Total

ASSETS

Cash and Cash Equivalents $ 3805784 5 844,474 3 751,602 $ 5,401,860

Due from QOther Funds 89,614 168 - 89,782
TOTAL ASSETS $ 3,805,398 $ 844,642 $ 751,602 $ 5,491,642
LIABILITIES AND FUND BALANCES
LIABILITIES

Credit Card Payable $ 43,853 $ - $ - $ 43,853

Accrued Expenses 3,153 - - 3,153

Due to Other Funds 188 - 1,367 1,655
TOTAL LIABILITIES 47,194 - 1,367 48,561
FUND BALANCES

Assigned - 18,878 - 18,878

Restricted 147 825,764 244,579 1,070,490

Committed 23,161 - 505,656 £28,817

Unassighed 3,824,898 - - 3,824,896
TOTAL FUND BALANCES 3,848,204 844,642 750,235 5,443,081
TOTAL LIABILITIES AND

FUND BALANCES $ 3,895,398 $ 844,642 $ 751,602 $ 5,491,642

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF ASSETS,
LIABILITIES AND FUND BALANCES TO THE STATEMENT OF NET POSITION -
MODIFIED CASH BASIS
DECEMBER 31, 2021

TOTAL FUND BALANCES - GOVERNMENTAL FUNDS $ 5,443,081

Amounts Reported for Governmental Activities in the
Statement of Net Position - Modified Cash Basis are Different Because:

Capital assets used in governmental activities are not current financial

resources and therefore are not reported as assets in governmental

funds. The cost of the assets is $9,060,509 and the accumulated

depreciation is $3,443,508. 5,617,001

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 year end consist of:

Notes Payable $ (461,951) (461,951)

TOTAL NET POSITION -
GOVERNMENTAL ACTIVITIES $ 10,598,131

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

! 8



BOROUGH OF FOUNTAIN HILL
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES - MODIFIED CASH BASIS - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2021

Major irund Non-Major Funds
Special Capital
General Revenue Projects  Tofal
REVENUES
Taxes : $ 3,216,569 $ 110,376 $ - $ 3,326,945
Licenses and Permits 73,123 - - 73,123
Fines and Forfeitures 62,105 - - . 62,105
Interest and Rents 66,799 163 93 67,085
Intergovernmental Revenues 295,745 321,308 245,920 862,971
Contributions - 100,267 - 100,267
Charges for Services 88,393 - - 88,393
Other Revenues 152,868 - - 152,868
TOTAL REVENUES . 3,955,602 532,142 246,013 : 4,733,757
EXPENDITURES
General Government 399,016 - - 399,016
Public Safetly 1,336,074 27,661 - 1,363,735
Health and Human Services 1,840 - - 1,840
Public Works - Highways and Streets 284,682 44,755 1,367 330,804
Public Works - Other Services _ 17,732 - - 17,732
Culture and Recreation 48,632 87,301 - 135,933
Insurance and Employee Benefits 964,058 - - 904,058
Debt Service - Principal Retirement 217,538 14,012 - 231,548
Debt Service - Interest 16,744 431 - 17,175
Capital Outlay ’ 71,027 200,000 - 271,027
TOTAL EXPENDITURES 3,387,341 374,160 1,367 "~ 3,762,868
EXCESS OF REVENUES
RECEIVED OVER :
EXPENDITURES PAID 568,261 157,982 244,646 970,889
OTHER FINANCING SOURCES (USES)
Operating Transfers In - - 350,000 350,000
Operating Transfers Out (350,000) - - (350,000)
Total Other Financing Sources (Uses) (350,000) - 350,000 -
Net Change in Fund Balances 218,281 ' 157,982 594,646 970,888
Fund Balances, January 1 . 3,629,943 686,660 155,589 4,472 192
FUND BALANCES,
DECEMBER 31 § 3,848,204 3 844,642 $ 750,235 $ 5,443,081

The accompanying netes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL
RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES — MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Net Change in Fund Balances - Governmental Funds $ 970,889

Amounts Reported for Governmental Activities in the
Statement of Activities ~ Modified Cash Baslis are Different Because:

Capital outlays are reported in governmental funds as expenditures. However, in the statement of
activities - modified cash basis, the cost of those expenditures is not reported but treated as
a capital asset on the statement of net position - modified cash basis

Capltal Qutlay 271,027
Less: Depreciation Expense {239,084)
31,043
Repayment of note principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net position - modified cash basis 231,548
Change in Net Position of Governmental Activities $ 1,233,480

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL
STATEMENT OF NET POSITION ~ MODIFIED CASH BASIS — ALL PROPRIETARY FUNDS
DECEMBER 31, 2021

Health and Total
Sewer Sanitation Stormwater Proprietary
Fund Fund Fund Funds
ASSETS
Current Assets:

Cash and Cash Equivalents - Unrestricted $ 721,752 3 683,900 ) 288,980 1,694,731

Due from Other Funds 12,284 20 1,367 13,671
Total Current Assets 734,036 684,019 290,347 1,708,402
Noncurrent Assets:

Fixed Assets, Less
Accumulated Depreciation 2,101,800 43,578 - 2,145,378
Total Noncurrent Assets 2,101,800 43,578 - 2,145,378
TOTAL ASSETS ] 2,835,836 $ 727,697 $ 290,347 3,853,780
LIABILITIES
Current Liabilities:

Due to-Other Funds $ 89,614 $ 12,284 $ - 101,898
Total Gurrent Llabllitles 89,614 12,284 - 101,898
TOTAL LIABILITIES 80,614 12,284 - 101,808
NET POSITION

Invested in Capital Assets 2,101,800 43,578 - 2,145,378

Unrestricted 844,422 671,735 290,347 1,608,504
Total Net Position 2,746,222 715,313 200,347 3,751,882
TOTAL LIABILITIES AND NET POSITION $ 2,835,836 $ 727,597 § 200,347 3,853,780

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN NET POSITION — MODIFIED CASH BASIS — ALL PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2021

Health and Total
Sewar Sanitation Stormwater Proprietary
Fund Fund Fund Funds
OPERATING REVENUES:
Charges for Services § 1,374,551 $ 683,696 $ 233,408 5 2,291,885
Intergovernmental Revenues - - - -
Total Operating Revenues 1,374,551 683,696 233,408 2,291,655
OPERATING EXPENSES:
Personnel 192,741 64,159 12,072 268,872
Supplies 12,473 11,274 2,439 26,186
Professional Services 08,686 2,180 24,609 125,445
Employee Benefits 188,743 117,438 4,448 310,627
Insurance 11,937 31,238 - 43,175
Repairs and Maintenance 366,635 - 100 366,735
Blsposal System 498,944 452,654 - 951,508
Contractual Services - - - -
Pepreciation and Amortization 217,718 18,465 - 238,183
Total Operating Expenses 1,587,877 697,378 43,666 2,328,921
OPERATING INCOME (LOSS) (213,326) (13,682) 189,742 (37,268)
NON-OPERATING REVENUES:
Interest Revenue 281 287 28 606
Total Non-operating Revenues 201 287 28 606
Income (Less) Before Transfers (213,035} (13,395) 189,770 (36,660)
Transfers In (Out) - - - -
Change in Net Position (213,035} (13,395) 189,770 (36,660)
Total Net Position - January 1 (As Restated) (Note 15) 2,059,267 728,708 100,577 3,788,542
TOTAL NET POSITION - December 31 3 2,746,222 $ 715,313 $ 290,347 $ 3,751,882

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL
STATEMENT OF CASH FLOWS — MODIFIED CASH BASIS —

ALL PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2021

Health and Total
Sawer Sanitatlon Stormwater Proprietary
Fund Fund Fund Funds
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers $ 1,374,551 3 B83,696 $ 233,408 3 2,291,656
Cash Paymant to Suppliers for Goods and Ssrvicas (988,675) (497,316} (27,148) {1,513,139)
Cash Payments to Employeas for Services {308,713} {170,145) (17,885) (496,743)
Nat Cash Provided by Oparating Activities 77,163 16,236 188,375 281,773
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:
Operating Transfers Out - - - -
Net Cash Usad In Noncapital Financing Activities - " - -
CASH FLOWS FROM CAPITAL ACTIVITIES:
Acquisition of Capital Assets - - - -
Nat Cash Used by Capital Activities - - - -
GASH FLOWS FROM INVESTING ACTIVITIES:
nterest Raceived 291 287 28 606
Net Cash Provided by Investing Activities 294 287 28 606
Net Increase In Cash and Cash Equivalents 77,454 16,522 188,403 282,379
Cash and Cash Equivalents, January 1 644,298 667,477 100,677 1,412,352
GASH AND CASH EQUIVALENTS, DECEMBER 31 3 721,752 $ 683,999 $ 288,980 $ 1,694,731
Recongciliation of Operating Income (Loss) to Net Cash
Provided Operating Activities
Operating Income (Loss) $ {213,326) $ (13,682) § 189,742 $ {(37,266)
Adjustment to Reconclle Operating Income {Loss)
to Net Cash Provided by Opsrating Activities:
Depraciation 217,718 18,465 - 236,183
(Increase) Decrease in Due from Othar Funds {11,472) (20) (1,367) (12,859)
Increase (Decrease) in Due to Other Funds 84,243 11,472 - 95,715
Total Adjustments 290,459 29,017 (1,367) 319,039
Net Cash Provided by Operating Activities $ 77,163 5 186,235 3 188,375 3 281,773

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL

STATEMENT OF NET POSITION — MODIFIED CASH BASIS -

ALL FIDUCIARY FUNDS
PECEMBER 31, 2021

ASSETS:

Cash and Cash Equivalents - Restricted

Total Assets

LIABILITIES:
Due to Depositors

Total Liabilities

NET POSITION:
Restricted .

Total Liabilities and Net Position

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL
STATEMENT OF CHANGES IN NET POSITION — MODIFIED CASH BASIS -
ALL FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2021

Custodial
Funds

ADDITIONS:

Collections from Other Entities $ 159,335

Total Additions 159,335
DEDUCTIONS:

Payments to Other Entities 98,434

Total Deductions 98,434
NET INCREASE 60,901
NET POSITION:

Net Position, January 1 {(As Restated) (Note 15) 45,739

Net Position, December 31 "8 106,640

The accompanying notes are an integral part of these financial statements.
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BOROUGH OF FOUNTAIN HILL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

Entity

The Borough of Fountain Hill (the “Borough”) was incorporated in 1893 under the
provisions of the constitution and general statutes of the Commonwealth of Pennsylvania
(“Commonwealth").

The Borough Council, a seven-member group, and a Mayor, is the level of government
responsible for providing a full range of municipal services including those mandated by
statute or ordinance. These include public safety, highways and streets, culture and
recreation, public improvements, planning and zoning, and general administrative
services. The Borough receives funding from local and state government sources and
must comply with the concomitant requirements of these funding source entities.

In evaluating the Borough as a reporting entity, management has addressed all potential
component units for which the Borough may or may not be financially accountable, and as
such, be includable within the Borough's financial statements. In accordance with
Statement of Governmental Accounting Standards Board (GASB) No. 14 and No. 39, the
Borough Is financially accountable if it appoints a voting majority of the organization
governing board and (1) it is able to impose its will on the organization or (2) there is a
potential for the organization fo provide specific financial benefits to or impose specific
financial burden on the Borough. Additionally, the primary government is required to
consider other organizations for which the nature and significance of their relationship with
the primary government are such that exclusion would cause the reporting entity’s
financial statements to be misleading cr incomplete.

Following is a brief description of the component unit meeting the above criteria and as a
result included within the financial reporting entity, a description of the component unit's
relationship with the Borough, and a discussion of how component unit information has
been incarporated into the financial statements:

The Fountain Hill Stormwater Authority (Authority) was incorporated October 23, 2019,
under the Pennsylvania Municipal Authorities Act of 1945, approved May 2, 1945, as
amended and supplemented. The Authority was formed to operate, maintain, and expand
the existing Borough of Fountain Hill stermwater system, as a municipal authority. The
Authority, by virue of its Articles of tncorporation and of the Municipal Authorities Act,
existence shall terminate fifty years from the date of filing, unless extended by an
amendment to the Articles of Incorporation. The Authority is governed by a five-member
Board of Directors whe are residents of the Borough of Fountain Hill. The Authority funds
are blended into the Proprietary Funds. Separate financial statements for Fountain Hill
Stormwater Authority are audited by Campbell, Rappold & Yurasits LLP.

Summary of Significant Accounting Policies

The financial statements of the Borough of Fountain Hill have been prepared in
accordance with the modified cash basis of accounting, which is a basis of accounting
other than accounting principles generally accepted in the United States of America
(GAAP) and is described more fully under Basis of Accounting and Measurement Focus.
The Governmental Accounting Standards Board (GASB) is the authoritative standard-
setting body for the establishment of governmental accounting and financial reporting
principles. The more significant of these accounting policies are described below to
enhance the usefulness of the financial statements to the reader.

16



BOROUGH OF FOUNTAIN HILL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

Summary of Significant Accounting Policies {Continued)

Fund Accounting

The accounts of the Borough are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for
by providing a separate set of self-balancing accounts, which comprise its assets,
liabilities, fund equity, revenues, expenditures, or expenses, and other financing sources
and uses. These various funds are summarized by type in the financial statements.
Government resources are allocated to and accounted for in individual funds based upon
the purposes for which they are to be spent and the means by which spending activities
are controlled.

Basis of Presentation

The Borough’s basic financial statements consist of government-wide statements,
including a Statement of Net Position — Modified Cash Basis and a Statement of Activities
— Modified Cash Basis, and fund financial statements which provide a more detailed level
of financial information.

Government-wide financial statements (i.e. the Statement of Net Position — Modified Cash
Basis and the Statement of Activities — Modified Cash Basis) report information on all of
the non-fiduciary activities of the Borough as a whole. As a general rule the effect of
interfund activity has been eliminated from these statements. Governmental activities
which normally are supported by taxes, intergovernmental revenues, and other non-
exchange transactions, are reported separately in the government-wide financial
statements from business-type activities which rely, to a significant extent on fees and
charges for support.

The Statement of Net Position — Modified Cash Basis presents the financial condition of
the governmental and business-type activity of the Borough at fiscal year-end. The
Statement of Activities ~ Modified Cash Basis presents a comparison between direct
expenses and program revenues for the business-type activity of the Borough and for
each function of the Borough's governmental activities. Direct expenses are those that are
specifically associated with a program or function and, therefore, are clearly identifiable to
a particular function. Program revenues include (a) fees and charges paid by the
recipients of goods or services offered by the programs and {(b) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues, including all taxes, are
presented as general revenues. The comparison of direct expenses with program
revenues identifies the extent to which each governmental function or business segment is
self-financing or draws from the general revenues of the Borough.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result fror providing services and producing
and delivering goods in connection with the proprietary fund's principal ongoing
operations. The principal operating revenues of the Borough's enterprise fund are service
charges for sewer, health and sanitation and stormwater. Operating expenses for the
Borough's enterprise funds include treatment and collection costs, supplies, administrative
costs, and depreciation on capital assets. All revenues or expenses not meeting this
definition are reported as non-operating revenues and expenses.
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Summary of Significant Accounting Policies (Continued)

Basis of Presentiation - Fund Accounting

For financial reporting purposes, the Borough's funds have been grouped by fund type and
are presented in this report in the following manner:

Governmental Fund Types

Governmental funds are those through which most governmental functions of the Borough
are financed. The acquisition, use and balances of the Borough's expendable financial
resources and the related liabilities are accounted for through the following governmental
funds:

*»  General Fund (Major Fund} - is used to account for all financial transactions
applicable to the general operations of the Borough except for those required to be
accounted for in another fund.

+ Special Revenue Funds (Non-Major Funds) - are used to account for proceeds
of specific revenue sources (other than special assessments, expendable trusts or
major capital projects) that are legally restricted to expenditures for specified
purposes. The following are special revenue fund types:

State Liquid Fuels Fund - is utilized to account for the financial activity of
the Borough's motor vehicle fuel tax allocation from the Commonwealth of
Pennsylvania.

Fire Fund - is utilized to account for the financial activity of the Borough's
fire tax revenue and its related expenditures.

Library Fund - is utilized to account for the financial activity of the
Borough's library tax revenue and its related expenditures,

Playground Fund - is utilized to account for the financial activity of the
Borough's playground revenue and its related expenditures.

» Capital Projects Fund (Non-Major Funds) - is used to account for financial
resources to be used for the acquisition or construction of major capital facilities.
The Capital Projects and Capital Reserve funds are included in the accompanying
financial statements as Capital Projects Funds.
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Summary of Significant Accounting Policies (Confinued)

Basis of Presentation - Fund Accounting {Continued)

Proprietary Fund Types

Proprietary funds are used to account for the Borough's ongoing activities that are similar
to those often found in the private sector. The measurement focus is based upon the
determination of net income. The Borough has one type of proprietary fund - the
Enterprise Fund.

+« Enterprise Fund - is used to account for operations that are financed and
operated in a manner similar to private business enterprises where the intent of the
governing body is that the costs of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user
charges, or where the governing body has decided that periodic determination of
revenues earned, expenses incurred and/or net income are appropriate for capital
maintenance, public policy, management control, accountability or other purposes.
The Borough has three Enterprise Funds described below.

Sewer Fund - is used to account for the operation and maintenance of the
sanitary sewage treatment plant and is operated in a manner similar to a
private business enterprise and is intended to be self-supporting.’

Health and Sanitation Fund - is used to account for the administration of
the collection and disposal of municipal waste and recycling materials in the
Borough and is operated in a manner similar to a private business
enterprise and is intended to be self-supporting.

Stormwater Fund - is used to account for the operation, maintenance and
expansion of the existing stormwater system in the Borough and is
operated in @ manner similar to a private business enterprise and is
intended to be self-supporting.

Fiduciary Fund Types
Fiduciary funds are used to account for assets held by the Borough in a trustee capacity or
as an agent for individuals, private organizations, other governmental units and/or other
funds. The following is the Borough’s fiduciary fund type: ’

¢«  Custodial Funds - are used to account for funds held in escrow for other parties.

The Custodial Funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations.
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Summary of Significant Accounting Policies {Continued)

Basis of Accounting and Management Focus

Basis of Accounting

Basis of accounting refers to the timing of recognition of revenues and expenditures or
expenses in the financial statements regardless of the measurement focus. The modified
cash basis of accounting is followed for all governmental, proprietary and fiduciary funds of
the Borough. The modified cash basis differs from GAAP in that certain revenues and the
related assets are recognized when received rather than when eamed and certain
expenditures or expenses are recognized when paid rather than when a liability is
incurred. Modifications to the cash basis of accounting include: fixed assets are capitalized
and depreciated over their economic useful lives, the recording of long-term debt proceeds
and principal payments as liabilities, the recording of payroll withholdings when withheld
from employees’ pay and recording of credit card liabilities. The Statement of Revenues,
Expenditures and Changes in Fund Balance - Modified Cash Basis - Governmental Funds
presents the results of the Borough's activities; it does not purport to present the net
income or loss for the period.

Measurement Focus

The accounting and reporting treatment applied to a fund is determined by its
measurement focus. Governmental fund types are accounted for on a spending or
“financial flow” measurement focus. This means the Borough has elected to report on a
modified cash basis while reporting long-term indebtedness in the General Fund.
Governmental fund-type operating statements present increases (revenues and other
financing sources) and decreases (expenditures and other financing uses) in net current
assets.

Proprietary funds are accounted for on a cost of services or “capital maintenance”
measurement focus. This means that all assets and liabilities (whether current or non-
current) associated with this activity are included on their statements of assets, liabilities,
and net position. The reported fund equity is segregated into contributed capital and net
position - modified cash basis. Proprietary fund-type operating statements present
increases (revenues) and decreases (expenses) in equity.
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Summary of Significant Accounting Policies (Continued)

Budgets and Non-GAAP Budgetary Basis of Accounting

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

In accordance with the Borough Code and Borough procedures, at least thirty
days prior to adoption, the Borough Manager submits to the Borough Council,
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 year. Departments for budgetary
purposes are general government, public safety, public works and culture and
recreation.

Public hearings are conducted to obtain taxpayer comment.

By December 31, the budgset is legally enacted for all governmental funds
through passage of an ordinance. Expenditures for the budget may not legally
exceed appropriations and prior year fund balance reserves. This is done as a
level of budgetary control.

All modifications, transfers and amendments must be approved by Borough
Council.

Formal budgetary integration is employed as a management control device
during the vear for the General Fund, State Liquid Fuels Fund, Sewer Fund
and the Health and Sanitation Fund.

The legally required and adopted budgets of the Borough are for the General
Fund, State Liquid Fuels Fund, Sewer Fund and the Health and Sanitation
Fund.

. Budgets for the General Fund, State Liquid Fuels Fund, Sewer Fund and the

Health and Sanitation Fund are adopted on a modified cash basis of
accounting discussed above.

Berough Council may authotize supplemental appropriations during the year.
No supplemental appropriations were made during fiscal 2021. Borough
Council must approve all over expenditures of appropriations or transfers of
appropriated amounts.
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Summary of Significant Accounting Policies {Continued)

Budgets and Non-GAAP Budgstary Basis of Accounting {Continued)

The Schedule of Revenues, Expenditures and Other Financing Sources - Modified Cash
Basis - Budget Comparison presents comparisons of legaily adopted budgets with actual
data. The budget has been prepared on the modified cash basis, which is the same basis
of accounting used to prepare the financial statements as described more fully in Note 2.
The Borough Council approves by a motion the total appropriations in the budget. Fund
Balance and any revisions to the budget also require approval by Borough Council. There
were no amendments to the budget as presented in the current year,

Cash

Cash and cash equivalents on the Statement of Net Position — Modified Cash Basis are
considered to be cash on hand, demand deposits, cash with fiscal agent and deposits in
the Pennsylvania Local Government Investment Trust (PLGIT).

For the purpose of the proprietary funds, “Statement of Cash Flows — Modified Cash
Basis,” cash and cash equivalents are considered to be cash on hand, demand deposits,
cash with fiscal agent, all highly liquid investments with an original maturity of three
months or less and deposits in the Pennsylvania Local Government Investment Trust
(PLGIT).

Interfund Transactions

Certain inter-fund transactions are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially
made from it that are properly applicable to another fund are recorded as
expenditures/expenses in  the reimbursing fund and as reductions of
expenditures/expenses in the fund that is reimbursed.

Other inter-fund transactions are reported as transfers. Non-recurring or non-routine

permanent transfers of net position are reported as residual fransfers of net position. All
other inter-fund transfers are reporied as operating transfers.
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Summary of Significant Accounting Policies (Continued)

Restricted Assets

Cash has been restricted to the extent of escrows payable and specific uses.

Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the
applicable governmental or business-type activities columns in the government-wide
financial statements. Donated capital assets are recorded at estimated fair market value at
the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized.

Capital assets reported in the governmental and business-type activities are depreciated
using the straight-line method over the estimated useful life of components ranging from 5
to 30 years. Capital assets are defined by the Borough as assets with an initial, individual
cost of more than $5,000 and an estimated usefu! life in excess of one year.

Net Positich

Net position represents the difference between assets and liabilities. Net position invested
in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balance of any borrowing used for the
acquisition, construction, or improvement of those assets. Net position is reported as
restricted when there are limitations imposed on its use either through the enabling
legislation adopted by the Borough or through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments. The Borough's policy is to first
apply restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net position are available.

Transfers

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

Management Estimates

The preparation of financial statements prepared with the modified cash basis of
accounting requires ‘management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results
could differ frem those estimates.
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2

Summary of Significant Accounting Policies {(Continued)

Government — Wide Fiduciary and Proprietary Fund Net Position

Net Position is divided into three components:

Net investment in capital assets — consist of the historical cost of capital assets
less accumulated depreciation and less any debt that remains outstanding that was
used to finance those assets plus deferred outflows of resources less deferred
inflows of resources related to those assets.

Restricted — consist of assets that are restricted by the Borough's creditors (for
example, through debt covenants), by the state enabling legislation (through
restrictions on shared revenues), by grantors (both federal and state), and by other
contributors.

Unrestricted ~ all other net position is reported in this category.

Governmental Fund Balances

The fund balance of Governmental Fund Types and the Fiduciary Funds are classified in
four separate categories. The categories, and their general meanings, are as follows:

Restricted fund balance - indicates the portion of the fund balance that can only be
spent for specific purposes because of constitutional provisions, legislation, or
constraints that are externally imposed.

Committed fund balance - indicates the portion of the fund balance that can only be
used for specific purposes determined by formal action of the Council.

Assigned fund balance - indicates the portion of the fund balance that has been
appropriated for specific purposes by authorization of the Council.

Unassigned fund balance - indicates the portion of the fund balance that is
available for appropriation and expenditure, in future periods.

Deferred Qutflows/Inflows of Resources

In addition to assets, the statement of net position — modified cash basis will sometimes
report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents consumption of net position
that applies to a future period and so will not be recognized as an outflow of resources
(expense/expenditure) until then.
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Summary of Significant Accounting Policies (Continued)

Deferred Quiflows/Inflows of Resources (Continued)

In addition to liabilities, the statement of net position — modified cash basis will sometimes
report a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net position
that applies to a future period and so will not be recognized as an inflow of resources
{(revenue) until then. ‘

The Borough of Fountain Hill has not recorded any deferred outflows/inflows of resources
because the Borough has elected to report its financial activities on the medified cash
basis of accounting.

Adoption of New Accounting Standards

During 2021, the Borough adopted the provisions of GASB Statement No. 97, Certain
Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue
Code Section 457 Deferred Compensation Plans—ah amendment of GASB Stafernents
No. 14 and No. 84, and a supersession of GASB Statement No. 32, This Statement is
designed to (1) increase consistency and comparability related to the reporting of fiduciary
component units in circumstances in which a potential component unit does not have a
governing board and the primary government performs the duties that a governing board
typically would perform; (2) mitigate costs associated with the reporting of certain defined
contribution pension plans, defined contribution OPEB plans, and employee benefit plans
other than pension plans or OPEB plans as fiduciary component units in fiduciary fund
financial statements; and (3) enhance the relevance, consistency, and comparability of the
accounting and financial reporting for the IRC Section 457 deferred compensation plans
that meet the definition of a pension plan and for benefits provided through those plans.
See Note 15 for effect on previously reported amounts.

Cash
General

Section 1316 of the Pennsylvania Borough Code provides for investment of governmental
funds into certain authorized investment types including U.S. Treasury bills, other short-
term U.S. and Commonwealth of Pennsylvania government obligations, and insured or
collateralized time deposits and certificates of deposit. The statutes do not prescribe
regulations related to demand deposits; however, they do allow the pooling of
governmental funds for investment purposes.

The deposit and investment policy of the Borough adheres to the statutes of the
Commonwealth. Deposits of the Borough are either maintained in demand deposits or are
held in bank money market accounts. There were no deposit or investment transactions
during the year that were in violation of either the Commonwealth’s statutes or the policy
of the Borough.
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Cash (Continued)

Cash (Cash on Hand and Bank Balances)

At December 31, 2021, the carrying amount of the Borough's bank deposits at one
financial institution (including Custodial Funds) totaled $1,548,061 and the corresponding
bank balances were $1,573,375 of which $250,000 was insured by the Federal Deposit
Insurance Corporation {“FDIC"); the uninsured bank balances of $1,323,376 were
collateralized, as described below.

Under Act No. 72 of the 1972 Session of the Pennsylvania General Assembly (the “Act of
72", financial institutions were granted the authority tc secure the deposits of public
bodies by pledging a pool of assets, as defined in the Act of 72, to cover all public funds
deposited in excess of FDIC limits. The uninsured bank balances of the Borough in the
amount of $1,323,375 were collateralized by this pool of assets maintained by the
Borough's depository Institutions.

Cash Equivalents

As of December 31, 2021, the carrying amounts of deposits in the Pennsylvania Local
Government Investment Trust (‘PLGIT" or “Trust”) (including Custodial Funds) were
$5,366,190. The Borough maintains deposits in the PLGIT portfolio of the Trust. The
assets in these portfolios are marked to market daily, there are stated limits on the
weighted average maturity of the portfolios and the Trust seeks to maintain a net asset
value of $1.00 per share. Accordingly, the market value for the deposits in PLGIT are not
materially different from the carrying amount. All deposits in PLGIT are insured or
registered, or securities held by the Borough's or its agent in the Borough's name.

Real Estate Taxes
Based upon assessed valuations provided by the County ($229,949,600 in 2021), the

Barough bills and collects its own property taxes. The schedule for property taxes levied
for 2021 is as follows:

January 1 - levy date

March 1 - billing date

March 1 — April 30 - 2% discount period
April 1 —June 30 - face payment period
July 1 — December 31 - 10% penalty period

January 1 (following year} - lien date

The Borough continues to collect delinquent real estate taxes through December of the
current year. At that time, all unpaid real estate taxes are turned over to the County of
Lehigh Tax Claim Bureau for further collection. The 2021 municipal tax rate for all
purposes was 9.61 mils ($9.61 per $1,000 of assessed valuation).
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Inter-fund Receivables and Payables

Inter-fund receivable and payable balances as of December 31, 2021 as follows:

Due From
Other Funds

Due to
Other Funds

Governmental Activities

General Fund $ 88,614
Stafe Liquid Fuels Fund 168
Capital Projects Fund -

Business Type Agtivities

188

1,367

89,614
12,284

Sewer Fund 12,284
Health and Sanitation Fund 20
Stormwater Fund 1,367

$ 103,453

103,453

Inter-fund Transfers
Inter-fund transfers during 2021 were as follows:

Transfers from
Other Funds

Transfers to

. Other Funds

Governmental Activities
General Fund $ -
Capital Projects Fund 350,000

350,000

$ 350,000

350,000
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Capital Assets

Capital asset activity for the fiscal year ended December 31, 2021, was as follows:

Balance Balance
Jan. 1, 2021 Additions Retiremenis Dec. 31, 2021
Governmental Activities:
Capital Assets Being Depreciated
Land & 899,842 $ - $ - $ 899,842
Buildings and Improvements 2,355,170 23,243 - 2,378,413
Machinery and Equipment 360,911 - - 360,911
Vehicles 1,615,966 247,784 (36,528) 1,827,222
Infrastructure 3,594,121 - - 3,594,121
Total Capital Assets Being Depreciated 8,326,010 271,027 (36,528) 9,080,509
Less Accumulated Depreciation (3,240,052) (239,984) 36,528 (3,443,508)
Governmental Activities Capital Assets, Net  $ 5,585,958 $ 31,043 $ - $ 5,617,001

Depreciation expense for the governmental activities’ capital assets was $239,984.

Balance Balance
dan. 1, 2021 Additions Retirements Dec. 31, 2021

Business-Type Activities:
Capital Assets Being Depreciated

Buildings, Plant and Improvements $ 9,956,613 $ - $ - $ 9,956,613

Machinery 223,858 - - 223,858
Total Capital Assets Being Depreciated 10,180,471 - - 10,180,471

Less Accumulated Depreciation (7,798,910) (236,183) - (8,035,093)
Business-Type Capital Assets, Net $ 2,381,561 $§ (236,183) § - $ 2,145,378

Depreciation expense for the Sewer Fund and Health and Sanitation Fund was $217,718
and $18,465 respectively in 2021.
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Long-Term Debt

Changes in long-term obligations for the year ended December 31, 2021, are as follows:

Balance

Outstanding

Jan. 1, 2021

Additions

Reductions

Balanca Amounts
Qutstanding Cue Within

Governmental Activities!

General Obligation - Series 2013:

15«year Term L.oan Payable to Bank,

fixed interest annual interest rate of

2.62%. Payable in monthly Installments,

matures July 2028, % 494,048

General Obligation - Serles 2017:
20-year Term Loan Payable to Bank,

fixed Interest annual interest rate of
2.86%. Payable in menthly instaiiments,
matures June 2022, 185,441

Installment Loan:

B-Year Loan Payable to Institution,

fixed annual interest rate of 4.10%.

Payable in annual installments,

matured July 2021, 14,012

§  (80,795)

(156,741)

{14,012)

Dec. 31, 2021 One Year

$ 433,261 § 62,402

28,700 28,700

$ 693,499

$

- % (231,548)

$ 461,951 §. 91,102

The annual debt setvice requirements to maturity for governmental-type general obligation
notes and installment loans, including interest are as follows, as of December 31, 2021:

During the year ended December 31,

2022
2023
2024
2025
2026

2027-2028

29

Totals

Principal Interest
$ 91,102 $ 11,355
64,048 9,300
65,737 7,610
67,470 5,877
' 69,250 4,098
104,344 2,707
$ 461,951 $ 40,947
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Defined Benefit Pension Plans

The Borough has two defined benefit pension plans under multi-employer arrangements.
OCne plan, the Borough of Fountain Hill Police Pension Plan, covers uniformed police
personnel smployed on a full-time basis. The other plan, the Borough of Fountain Hill
Employees' {("Non-Uniform”} Pension Plan, covers full-time non-uniform employees of the
Borough.

Non-Uniform Pension Plan

Plan Description and Funding Policy for the Nen-Uniform Employees of the Borough of
Fountain Hill

The Pension Plan of the Borough of Fountain Hill is a single-employer defined benefit
pension plan controlled by the provisions of Ordinance No. 326, adopted pursuant to Act
15, of the Commonwealth of Pennsylvania. The Plan participates in the Pennsylvania
Municipal Retirement System {PMRS) which was created by the Pennsylvania General
Assembly to administer pension plans on a contracted basis for any municipality within
Pennsylvania. This agent, multiple-employer public employee retirement system acts as a
common investment and administrative agent for participating municipal pension plans.
The Borough may withdraw from this contracted service upon giving proper notice.

The Borough makes caontributions to a Non-Uniform Pension Plan (the “Plan”). The Plan
participates in the Pennsylvania Municipal Retirement System (PMRS}, which is an agent
multiple-employer public employee retirement system that acts as a cormmon investment
and administrative agent for participating municipal pension plans. PMRS issues a
separate Comprehensive Annual Financial Report (CAFR). The CAFR is available in the
PMRS website. A copy of the CAFR can be obtained by writing to Pennsylvania Municipal
Retirement System, P.O. Box 1165, Harrisburg, PA 17108-1165 or by calling 1-800-622-
7968.

The Borough contributes ten percent (10%) of all eligible employees’ compensation.
Members of the Plan are allowed to contribute up to twenty percent (20%) of their eligible
compensation,

All full-time non-uniformed Borough employees are eligible to participate in the System.
Benefits vest after § years of service. The normal retirement date is age 65. . Early
retirement is available for employees with 8 to 20 years of service.

The normal form of payment of retirement benefits is a monthly annuity available for life
with survivor benefit of a lump sum or annuity at the option of the member. Retirement
benefits are calculated to equal .02 times years of credited service times the last three
years average salary. The plan also provides diszbility benefits.

Act 205, of the Commonwealth of Pennsylvania, requires that annual contributions be
based upon the plan’s minimum municipal obligation (MMO). The MMOQO is based upon the
plan’s biennial actuarial valuation. The most recent actuarial valuation was performed
January 1, 2019.

For the year ended December 31, 2021, the Borough recognized pension expense of
$76,310.
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Defined Benefit Retirement Plans {Continued)

Non-Uniform Pension Plan (Continued)

In accordance with the plan's governing ordinance, members are required to contribute
3.5% of their compensation to the plan.

The plan may also be eligible to receive an allocation of state aid from the General
Municipal Pension System Aid Program which must be used for pension funding. Any
funding requirements established by the MMO in excess of aid must be paid by the
municipality in accordance with Act 205.

Administrative costs, including the inveétment manager, custodial trustee and actuarial
services, are charged to the plan and funded through investment earnings.

Plan Membership at December 31, 2019

Inactive Members or Beneficiaries Currently Receiving Benefits
Inactive Members Entitled to but not yet Receiving Benefits
Active Members

Total Members 1

O M O

Net Pension Liability

The net pension liability was measured as of December 31, 2019, and the total
pension liability was determined by rolling forward the liabilities from an actuarial
valuation as of January 1, 2019. No significant events or changes in assumptions
occurred between the valuation date and the fiscal year end.

Discount Rate

The discount rate used to measure the total pension liability was 5.25%. The pension
plan’s fiduciary net position is projected to be available to make all projected future benefit
payments of current active and inactive employees. Therefore, the long-term expected
rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability. The employer has always met the
funding requirements of Pennsylvania law Act 205 of 1984. Act 205 requires full funding of
the entry age normal cost plus plan expenses, as well as amortization of the unfunded
liability.
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9.

Defined Benefit Retirement Plans (Continued)

Non-Uniform Pension Plan {Continued)

Changes in Net Pension Liability

Increase/(Decrease)
Total Pension Plan Net Pension
Liability Fiduciary Net Liability
(a) Position (b} (a)-(b)
Balance at December 31, 2018 $ 1,085,047 $ 904,887 $ 180,160
Changes for the year:
Service Cost 68,852 - 68,852
Interest Cost 58,917 - 58,917
Changes in Benefit Terms - - -
Changes for Experience - - -
Changes of Assumptions - -
Contributions - Employer - 71,030 (71 030)
Contributions - PMRS Assessment - 320 (320}
Contributions - Member - 14,826 (14,826)
PMRS Investment Income : - 49,302 (49,302)
Market Value Investment Income - 140,618 {140, 618)
Benefit Payments (64,155) (64,155)
PMRS Administrative Expense - {320) 320
Additional Administrative Expense - {1,704) 1,704
Net Changes 63,614 208,917 {146,303)
Balance at December 31, 2019 $ 1,148,661 $ 1,114,804 $ 33,857

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the Plan, calculated using the
discount rate of 5.25%, as well as what the Plan's net pension liability would be if it
were calculated using a discount rate that is 1-percentage-point lower or 1-
percentage-point higher than the current rate:

Current
1% Decrease Discount Rate 1% Increase
4.25% 5.25% 6.25%

Net Pension Liability $ 167,008 $ 33,857 $ (78,938)
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Defined Benefit Retirement Plans (Continued)

Non-Uniform_Pension Plan {Continued)

Ultimately, this schedule should present information for the last ten years. However, until
the years of information can be compiled, information is presented for as many years as is
available. '

2018 2019
Service Cost $ 64719  $ 68,852
Interest on the Total Pension Liability 59,173 58,917
Changes in Benefit Terms - -
Difference between Expected and Actual Experience (46,899) (49,302)
Changes of Assumptions 843 843
Member Contriputions ‘ (13,653) (14,828)
Projected Earings on Pension Plan Investments (22,693} {22,693)
Difference betwaen Projected and Actual Earnings on Investments 12,134 (16,127}
Pension Plan Administrative Expense 2,393 2,024
Other Changes in Fiduciary Net Position - -
Pension Expense $ 56,017  § 27,688
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Defined Benefit Retirement Plans {Continued)

Uniformed Pension Plan

The Borough of Fountain Hill Police Pension Plan is a single-employer defined benefit
psension plan. The Plan was established effective January 1, 1846 and entered into a
Joinder Agreement with the Pennsylvania State Association of Boroughs Municipal
Retirement Trust (PSABMRT) dated June 21, 1985. The Plan was amended and restated
by Ordinance No. 702, effective April 17, 2002. The Plan is governed by the Borough
Council of the Borough of Fountain Hill which may amend plan provisions, and which is
responsible for the management of Plan assets. The Borough Council has delegated the
authority to manage certain Plan assets to the PSABMRT. The plan is required to file
Form PC-20 | C biennially with the Pennsylvania Department of the Auditor General's
Municipal Pension Reporting Program (MPRP). The most recent filing was as of January
1, 2019. v

The Plan covers all full-time uniformed employees of the Barough. The normal retirement
date Is age 55 with 25 years of service. Participants become 100% vested upon
completing 12 years of credited setvice to 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, remains with the Borough Council of the
Borough of Fountain Hill.

The normal form of retirement benefit is a monthly payment equal to 50% of the members'
gross pay averaged over the last 36 months of employment, plus a service increment if
any.

For the year ended December 31, 2021, the Borough recognized pension expense of
$391,390.
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Defined Benefit Retirement Plans {Continued)

Uniformed Pension Plan (Continued)

Contributions

The employer follows the funding policy prescribed by Act 205 of 1984 (as amended),
which requires that annual contributions be based upen the Minimum Municipal Obligation
{MMQ) using the plan's most recent biennial actuarial valuaticn. The MMO includes the
normal cost, estimated administrative expenses and an ameortization contribution of the
unfunded actuarial accrued liability, less estimated member contributions, and a credit
equal to 10% of the excess (if any) of the actuarial value of assets over the actuarial
accrued liability. The state provides an allocation of funds which must be used for pension
funding. Any financial requirement established by the MMO which exceeds state
contributions must be funded by the employer.

Employees were required to contribute 8 percent of covered payroll to the Plan. This
contribution is governed by the Plan's governing ordinances and collective bargaining.

Administrative costs, which may include but are not limited to investment management

fees and actuarial services, are charged to the Plan and funded through the MMO and/or
plan earnings.

Plan Membership at December 31, 2021

Inactive Members or Beneficiaries Currently Receiving Benefits 7
Inactive Members Entitled to but not yet Receiving Benefits 0
Active Members 10

Total Members 17

Net Pension Liability

The net pension liability was measured as of December 31, 2021, and the total pension
liability was determined by rolling forward the liabilities from an actuarial valuation as of
January 1, 2021. No significant events or changes in assumptions occurred between the
valuation date and the fiscal year end.

Discount Rate

The discount rate used to measure the total pension liability was 6.75%. The pension
plan’s fiduciary net position is projected to be available to make all projected future benefit
payments of current active and inactive employees. Therefore, the long-term expected
rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability. The employer has always met the
funding requirements of Pennsylvania law Act 205 of 1984. Act 205 requires full funding
of the entry age normal cost plus plan expenses, as well as amertization of the unfunded
{tability.
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Defined Benefit Retirement Plans (Continued)

Uniformed Pension Plan (Continued)

Changes in the Net Pension Liability

Increase/{Decrease)
Total Pension Plan Net Pension

Liability Fiduciary Net Liability

(a} Position (b) {a)-(b)
Balance at December 31, 2020 $ 5,313,759 $ 3,980462 $ 1,324,297

Changes for the year:

Service Cost 238,256 - 238,256
Interest Cost 354,647 - 354,647
Changes in Benefit Terms (15,992} - (15,992)
Changes for Experience (99,939) - (99,939)
. Changes of Assumptions 156,258 - 156,258
Contributions - Employer - 391,390 (391,390}
Contributions - Member - 80,033 (80,033}
Net Investment Income - 528,127 (528,127}
Benefit Paymenis (276,841) (276,841) -
Administrative Expense - (25,149) 25,149
Other Changes - -
Net Changes 356,389 697,560 (341,171)
Balance at December 31, 2021 $ 5,670,148 $ 4687022 $ 983,126

Sensitivity of the Net Pensicn Liability to Changes in the Discount Rate

The following presents the net pension liability of the Plan, calculated using the discount
rate of 6.50%, as well as what the Plan's net pension liability would be if it were calculated
using a discount rate that is 1-percentage-point lower or 1-percentage-point higher than
the current rate:

Current
1% Decrease Discount Rate 1% Increase
5.50% 6.50% 7.50%

Net Pension Liability $ 1,782,160 $§ 983,126 $ 326,115
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Defined Benefit Retirement Plans {Continued)

Uniformed Pension Plan (Continued)

Ultimately, this schedule should present information for the last ten years. However, until
the years of information can be compiled, information is presented for as many years as is
available.

2021 2020
Service Cost $ 238256 § 229,346
Interest on the Total Pension Liability 354,647 345,055
Changes in Benefit Terms (15,892) -
Difference between Expected and Actual Experience {5,855) 4,440
Changes of Assumptions 50,652 34,768
Member Contributions (80,033} {69,941}
Projected Earnings on Pension Plan Investments (258,426) (228,743)
Difference between Projected and Actual Earnings on Investments (104,383) (38,652)
Pension Plan Administrative Expense 25,149 23,803
Other Changes in Fiduciary Net Position - -
Pension Expanse $ 204115 & 300,076
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10.

Postemployment Benefits Other Than Pensions
Plan Description

The Borough provides coverage for medical benefits to Borough employees based on
eligibility requirements set for each group of employeses pursuant to Governmental
Accounting Standards Beoard Statement No. 75. The other postemployment benefits
{OPEB) are based on negotiated memorandums of understanding with employee
contracts. The Plan provides medical/Rx, dental, and vision benefits {o eligible retirees,
spouses, and dependents. The costs of retiree health care benefits are recognized as
expenditures and a net other postemployment benefit payable based on an actuarial
valuation. The Plan also provides life insurance in the amount of $4,000 at time of
retirement.

Uniformed Employees

Eligibility

Police officers retiring on pension whether due to Normal Retirement or Service-Related
Disability Retirement.

Normal Retirement Eligibility

Retiring after attaining age 55 and completing 25 years of service
Service-Related Disability Retirement Eligibility

Total and permanent disablement that occurs in the line of duty.
Coverage

Eligible retired police officer, spouse and dependents.

Benefits

For officers hired before January 1, 2020, the Borough provides health insurance
including medical, dental and vision for the retiree and his/her family until the earlier of
the death of the retiree, participation in any other medical insurance program
(obtained through employment) or the retiree's Medicare eligibility or age 65. Upon
reaching Medicare eligibility or age 65, the retiree may choose to remain on the
Borough's post-65 Senior Plan medical, dental and vision coverages until the refiree's
spouse reaches age 65. The post-65 Senior Plan coverage is paid by the Borough.

For officers hired on or after January 1, 2020, the Borough provides health insurance
including medical, dental and vision for the retiree until the earlier of the death of the
retiree, participation in any other medical insurance program (obtained through
employment) or the retiree's Medicare eligibility or age 65 and health insurance
including medical, dental and vision for the retiree's spouse and dependents for the
first 5 years of retirement.
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10.

Postemployment Benefits Other Than Pensions (Continued)

Police Department Employees (Continue'd)

Retiree Contributions

If retired before January 1, 2020, if the retiree chooses to cover his/her spouse after the
retiree reaches age 65 he/she must reimburse the Borough 100% of the cost of the
spouse’s coverags.

If retired on or after January 1, 2020, the pre-tax amount contractually in place at time of
retirement. For 2020, the annual amount is $260, increasing to $520 in 2021 and $780 in
2022; if the retiree chooses to cover hisfher spouse after the retiree reaches age 65,
he/she must reimburse the Borough 100% of the cost of the spouse’s coverage.

Medical Plans Available

Capital Blue Cross PPO $500/$1,000 Plan in the Pennsylvania Municipal Health insurance
Cooperative administered by Benecon. '

Life Insurance

If retired before January 1, 2020, the Borough provides a life insurance policy in the
amount of $4,000 for each officer at time of retirement.

- Non-Uniformed Employees

Eligibility

Employees retiring after attaining age 62 and completing 20 years of service.
Coverage

Eligible retired participant.

Benefits

‘The Borough pays 100% of the cost of medical insurance premiums and 50% of

dental premiums for the retiree until the earlier of the death of the retiree,
participation in any other medical insurance program {obtained through employment)
or the retiree’'s Medicare eligibility or age 65.
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10.

Postemployment Benefits Other Than Pensions (Continued)

Non-Uniformed Employees (Continued)

Retiree Contributions

If the retiree elects to continue dental or vision coverage, he must pay 50% of the dental
premium cost and/or 100% of the vision premium cost.

From time to time, retirees may be required to contribuie the same amount as active
employees. The current union contract stafes that if the cost of family coverage exceeds
the previous year's cost by 20%, active employees must contribute the lesser of $50 per
month or 50% of the difference in cost between current family coverage and 120% of the
prior year's cost of family coverage. If the cost of family coverage does not exceed the
previous year's cost by 20%, contribution amounts will remain the same as the previous
year. In 2021, Public Works Union members did not contribute toward medical coverage.
In 2021, Borough Administration members contributed $240.

Medical Plans Available

For Public Works Union Members: Capital Blue Cross PPO $1,000/$2,000 Plan in the
Pennsylvania Municipal Health Cooperative administered by Benecon.

For Borough Administration: Capital! Blue Cross PPO $500/$1,000 Plan in the
Pennsylvania Municipal Health Cooperative administered by Benecon.

Life Insurance

The Borough provides a life insurance policy for four retirees in the amount contractually in
place at time of their retirement.

OPEB Expense

For the year ended December 31, 2021, the Borough recognized OPEB expense of $-0-.
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10.

Postemployment Benefits Other Than Pensions {Continued)
Actuarial Cost Method - Entry Age Normal

The Eniry Age Normal Actuarial Cost Method was used. The actuarial assumptions
included a 3.00% investment rate of return (net of administrative expenses), which is a
blended rate of the expected long-term investment returns on plan assets and on the
employer's own investments calculated based on the funded level of the plan at the
valuation date, and an annual medical/Rx and dentalfvision cost trend rate of 2.6% and
.50% respectively, in 2020, with the medical/Rx cost and dentalfvision trend rate at 8.0%
and 3.0% respectively, in the year 2021, The actuarial value of assets was determined
using the market value of investments.

Discount Rate

The discount rate used to measure the Total OPEB liability was 3.00%. The discount rate
was based on the index rate for 20-year tax exempt general obligation municipal bonds
with an average rating of AA/Aa or higher.

Participant Data

Based on census information as of January 1, 2020, the following eligible employees and
retirees were covered by the plan;

Active Members 14
Vested Former Participants 0
Retired Participants 11

Total Participants 25
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10.

Postemployment Benefits Other Than Pensions (Continued)
Net OPEB Liability

The components of the net OPEB liability of the Borough at December 31, 2021 were as
follows:

Total OPEB Liability § 3,529,048
Plan Fiduciary Net Position -

Net OPEB Liability $ 3,529,048

Projection of Changes in Net OPEB Liability

The following table shows the changes in net OPEB liability recognized over the
measurement period:

Increase/{Decrease)
Total OPEB Plan Net OPEB
Liability Fiduciary Net Liability
{a) Position (b) {a}-{h)
Balance at December 31, 2020 § 3,426,019 $ - $ 3,426,019
Changes for the year:
Service Cost 217,405 - 217,405

Interest Cost 106,021 - 106,021
Changes in Benefit Terms ' - - -
Changes for Experience - - -
Changes of Assumptions - - -
Contributions - Employer - (220,397) 220,397
Contributions - Member - - -
Net Investment Income - - .
Benefit Payments {220,397) 220,397 (440,794)

Administrative Expense - - -
Other Changes - - -
Net Changes 103,029 - 103,029

Balance at December 31, 2021 $ 3,520,048 5 - $ 3,529,048
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10.

Postemployment Benefits Other Than Pensions {Continued)
Net OPEB Liability Sensitivity — Discouﬁt Rate

The following is a sensitivity analysis of the net OPEB liability to changes in the
discount rate. The table below presents the net OPEB liability calculated using the
discount rate of 3.00% as well as what the net OPEB liability would be if it were
calculated using a discount rate that is one percent lower (2.00%) or one percent
higher {4.00%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
2.00% 3.00% 4,00%
Net OPEB Liability $ 3,866,451 $ 3,629,048 $ 3,223,165

Net OPEB Liability Sensitivity — Healthcare Trend

The following is a sensitivity analysis of the net OPEB liability to changes in the healthcare
trend rate. The table below presents the net OPER liability calculated using the current
trend rate as well as what the net OPEB liability would be if it were calculated using a
healthcare trend rate that is one percent higher and one percent lower than expected.

Current
1% Decrease Trend Rate 1% Increase
Net OPEB Liability $ 3,076,291 $ 3,529.048 $ 4,069,022

Ultimately, this schedule should present information for the last ten years. However, until
the years of information can be compiled, information is presented for as many years as is
available.

' 2021
Service Cost $ 217,405
Interest on the Total OPEB Liability 106,021
Difference between Expected and Actual Experience {(45,520)
Changes in Benefit Terms -
Changes of Assumptions 9,886
Projected Earnings on OPEB Plan Investments -
Other Changes -
OPEB Expenze $ 287,792
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1.

12.

13.

Defined Contribution PensionkPlan

The Borough makes contributions to a non-uniform defined contribution plan. The Plan
participates in the Pennsylvania Municipal Retirement System (PMRS), which is an agent
multiple-employer public employee retirement system that acts as a common investment
and administrative agent for participating municipal pension plans. PMRS issues a
separate Comprehensive Annual Financial Report (CAFR). The CAFR is available in the
PMRS website. A copy of the CAFR can be obtained by writing to Pennsylvania Municipal
Retirement System, P.O. Box 1165, Harrisburg, PA 17108-1165 or by calling 1-800-622-
7968.

The Borough contributes five percent (5%) of all eligible employees’ compensation.
Members of the Plan are allowed to contribute up to twenty percent (20%) of their eligible
compensation. During the year ended December 31, 2021, the Borough contributed
$3,185 to the Plan.

Fund Balances

The fund balances have been categorized based on the relative strength of the spending
constraints placed on the purpose for which the rescurces can be used, as follows:

State
Capltal Capital Fire Ligquid
General Reserve Projects Protection Fuels Library Playground
Fund Fund Fund Fund Fund Fund Fund Totals
Unassigned $ 3,824,808 § - 5 - 8 - % - 8 - % - § 3,824,806
Restricted 147 - 244,579 306,352 378,840 140,572 - 1,070,490
Committed 23,181 506,656 - - - - - 528,817
Assigned - - - - - - 18,878 18,878
Totals 5 3848204 § 505666 5 244579  § 306,352 $ 378840 § 140,672 § 18,878 § 5443,081

No funds at the Borough had a deficit fund balance or net position at December 31, 2021.

Ope.rating Leases

The Borough leases various pieces of equipment under multiple long-term lease
agreements, expiring June 2026. Expenses incurred under the leases were $2,856 for
2021. Future minimum lease payments are as follows:

Year ending December 31, :
2022 $ 3,217

2023 2,892
2024 2,682
2025 1,632
2026 1,204
Total Minimum Lease Payments S 11,647
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14.

15.

Risk Management and Litigation

Risk Management

The Borough is exposed to various risk of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
These risks are provided for through insurance from private insurance companies. All risk
management activities are accounted for in the General Fund. Expenditures and claims
are recoghized when it Is probable that a loss has occurred, and the amount of the loss
can be reasonably stated. In determining claims, events that might create claims, but for
which nene have been reported are considered. During the year ended December 31,
2021 and the two previous fiscal years, no settlements exceeded insurance coverage.

Litigation
In the normal course of operations, the Borough is involved in various civil disputes.
Management and Borough solicitor estimate that the amount of actual potential claims

against the Borough as of December 31, 2021, will not materially affect the financial
condition of the Borough.

Commitments and Contingencies

Federal and State Granis

The Borough receives Federal and State Grants for specific purposes that are subject to
review and audit by Federal and State agencies. Such audits could result in a request for
reimbursement by the Federal and State agencies for expenditures disallowed under the
terms and conditions of the appropriate agency. In the opinion of the Borough's
management, such disallowances, if any, will not be significant to the Borough's basic
purpese financial statements.

Compensaled Absences

The Borough of Fountain Hill has not accrued compensated absences because the
Borough has elected to report its financial activities on the modiied cash basis of
accounting. However, employees of the Borough are entitled to paid vacation and sick
days, depending on their length of service.

Insurance

The Borough is exposed to various risks of loss, including workers’ compensation;
property, casualty and public official liability; employee benefit administration; employment
practice liability; and general liability claims. During the past four calendar years, there
have not been any sefflements that exceeded insurance coverage. The Borough is
contingently liable to the extent any potential future judgment exceeds available insurance
coverage.
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16.

17.

Prior Period Restatement

Health and
Sanitation
Fund
Net Position - December 31, 2020 $ 700,156
To reduce deferrad ravenue 28,552
Net Posifion - Decembear 31, 2020, As Restated $ 728,708
Fiduciary Funds
Police Non-Uniform
Pansicn Pension Custodial
Fund Fund Fund
Fund Balance - December 31, 2020 $ 3989462 &% 904,887 § -
As a result of the adoption of GASB Statement No.
97, the defined benefit plan for employees of the
Borcugh no lenger meets the definition of a
Fiduciary Fund and will not be reported on the
Borough's financial statements. (3,989,462} (904,887} -
To record custodial activity - - 45,739
Fund Balance - December 31, 2020, As Restated $ - & - 5 45,739
Business
Governmental Type
Activities Activities
Net Paosition - December 31, 2020 $ 5838632 § 3,659,413
Fund balance adjustmants from above - 28,552
To adjust fixed assets to actual 100,000 -
To remove OPEB liabllity 3,426,019 -
To add component unit - 100,677
Net Position - December 31, 2020, As Restated $ 9364651 § 3,788,542

Subsequent Events

Management has considered events subsequent to December 31, 2021 that affect the
Borough through June 30, 2022, the date the financial statements were available to be
issued, and has determined that with the exception of the item noted below, no material
subsequent events exist that require disclosure.

The COVID-19 pandemic is having significant effects on global markets, supply chains,
businesses, and communities. Specific to the Borough, COVID-19 may impact various
parts of its 2022 fiscal year operations and financial results. Management believes the
Borough is taking appropriate actions to mitigate the negative impact. However, the full
impact of COVID-19 is unknown and cannot be reasonably estimated as these events are
still developing.
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BOROUGH OF FOUNTAIN HILL

GENERAL FUND - SCHEDULE OF REVENUES, EXPENDITURES AND
OTHER FINANCING SOURCES — MODIFIED CASH BASIS - BUDGET COMPARISON
FOR THE YEAR ENDED DECEMBER 31, 2021

REVENUES RECEIVED

Taxes

Licenses and Permits

Fines and Forfeitures
Interest and Rents
Intergovernmental Revenues
Charges for Services

Other Revenues

Total Revenues Received

EXPENDITURES PAID

General Government

Public Safety

Health and Human Services

Public Works - Highways and Streets
Public Works - Other Services
Culture and Recreation

Insurance and Employee Benefits
Debt Service - Principal and Interest

Total Expenditures Paid

EXCESS OF REVENUES RECEIVED
OVER EXPENDITURES PAID

Other Financing Sources {(Uses)
Transfers In
Transfers Out

Total Other Financing Sources (Uses), Net

EXCESS OF REVENUES RECEIVED AND
OTHER FINANCING SOURCES OVER
EXPENDITURES PAID AND OTHER FINANCING
USES

FUND BALANCE - JANUARY 1, 2021

FUND BALANCE - DECEMBER 31, 2021

Variance

Original Favorable

Actual Budget {Unfavorable)

$ 3,216,569 $ 3,057,002 $ 169,477
73,123 64,334 8,789
62,105 63,000 (895)
66,799 33,800 32,900
295,745 1,188,488 (892,743)
88,393 185,350 (96,957)
152,868 82,751 70,117

$ 3,955,602 $ 4874815 $ (719,213}
$ 422,260 $ 427,760 $ 5,500
1,383,857 1,345,428 (38,429)
1,840 1,700 (140)
284,682 1,389,902 1,105,220
17,732 16,368 (1,364}
48,632 90,642 42,010
994,058 1,003,400 9,342
234,280 234,283 3
3,387,341 4,509,483 1,122,142
568,261 165,332 402,929
{350,000} {350,000) -
{350,000) (350,000) -
218,261 {184,668) 402,929
3,629,943 3,628,943 -
$ 3,848,204 $ 3445275 3 402,929

See independent auditor's report on required supplementary information.
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SPECIAL REVENUE FUNDS - SCHEDULE OF REVENUES, EXPENDITURES AND
OTHER FINANCING SOURCES ~ MODIFIED CASH BASIS - BUDGET COMPARISON
FOR THE YEAR ENDED DECEMBER 31, 2021

REVENUES RECEIVED

Taxes

Intergovernmental Revenues
© Contributions

Interest

Total Revenues Received
EXPENDITURES PAID

Public Safety

Public Works - Highways and Streets
Culture and Recreation

Capital Outiay

Total Expenditures Paid

EXCESS OF REVENUES RECEIVED
OVER EXPENDITURES PAID

Other Finanging Sources (Uses)
Transfers In
Transfers Out

Total Other Financing Sources (Uses), Net -

EXCESS (DEFICIT) OF REVENUES RECEIVED AND
OTHER FINANCING SOURCES OVER (UNDER)
EXPENDITURES PAID AND OTHER FINANCING

USES

FUND BALANCE - JANUARY 1, 2021

FUND BALANCE - DECEMBER 31, 2021 $

Varlance
Original Favcrable
Actual Budgst (Unfavorabie)
$ 110,376 $ 110,373 $ 3
321,306 337,748 (16,442)
100,267 200,534 (100,267)
193 800 (807)
532,142 549,455 (117,313)
27,661 - (27,661)
44,755 54,443 9,688
87,301 87,301
200,000 600,534 400,634
359,717 742,278 382,561
172,425 (92,823) 265,248
172,425 (92,823} 265,248
686,660 686,660 -
859,085 $ 593,837 $ 265,248

See independent auditor's report on required supplementary information.
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CAPITAL PROJECTS FUND - SCHEDULE OF REVENUES, EXPENDITURES AND
OTHER FINANCING SOURCES — MODIFIED CASH BASIS - BUDGET COMPARISON
FOR THE YEAR ENDED DECEMBER 31, 2021 '

Variance
Qriginal Faverabie
Actual Budget (Unfavorable}
REVENUES RECEIVED
Interest and Rents $ 93 $ - L 93
Intergovernmental Revenues 245,920 - 245,920
Total Revenues Received 248,013 - 246,013
EXPENDITURES PAID
Public Works - Highways and Streets 1,367 - (1,367)
Capital Outlay - - .
Tetal Expenditures Paid 1,367 - {1,367)
EXCESS OF REVENUES RECEIVED
OVER EXPENDITURES PAID 244,646 - 244,646
Other Financing Sources (Uses)
Transfers In 350,000 350,000 -
Transfers Out - - -
Total Other Financing Sources {Uses), Nat 350,000 350,000 -
EXCESS OF REVENUES RECEIVED AND
OTHER FINANCING SOURCES OVER
EXPENDITURES PAID AND OTHER FINANCING
USES 594,648 350,000 244,648
FUND BALANCE - JANUARY 1, 2021 155,689 155,589 -
FUND BALANCE - DECEMBER 31, 2021 $ 750,235 $ 505,589 3 244 646

See independent auditor's report on required supplementary information.
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BOROUGH OF FOUNTAIN HILL
SCHEDULE OF BOROUGH CONTRIBUTIONS -
NON-UNIFORM PENSION PLAN
FOR THE LAST TEN YEARS ENDED

Actuarially Contributions Contribution Contributions

Determined From Deficiency/ Covered asa %
Year Contributions Employer {Excess) Payroll of Payroll
2014 $ 71,350 $ 71,350 $ - $ 408,697 17.46%
2015 74,368 74,468 (100} 390,068 19.09%
20186 65,666 65,706 (40) 350,820 18.26%
2017 39,838 39,879 (41) 355,857 11.21%
2018 55,468 55,548 (80) 283,428 19.60%
2019 42,714 42,714 - 445,189 9.59%

Ultimately, this schedule should present information for the last ten years. However, until the
years of information can be compiled, information is presented for as many years as is available.

See independent auditor's report on required supplementary information.

The accompanying notes to required supplementary schedules are an integral part of these
schedules.
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BOROUGH OF FOUNTAIN HiLL

SCHEDULE OF CHANGES IN NET PENSION
LIABILITY AND RELATED RATIOS -

NON-UNIFORM PENSION PLAN

FOR THE LAST TEN YEARS ENDED

23 208 2017 2016 2018 2014

Total Penslan Liability
Saivice Cost 8 68852 § 84718 & 68700 § 52,845 B ME20 0§ 59,230
Interast 68,017 58,173 66,776 59,181 58,507 50,544
Changes of Benefit Terms - - - - - 83,347
Changes for Experlence - (73,160; {72,546) - 2,440
Changas of Assumptions - 27,818 {20,873) -
Tranafera - - (4,682) (58,196} - {12,372}
Banefit Payments, Including Refunds

of Member Centributions {34,155} {55,441 (51,576} (60,411} 141,768 24,838,
et Change In Total Fangien Liakillty 63,614 {4,599) 58,338 (48,829} 37,788 164,361
Tatal Penslon Liakility - Beglnning 1,085,047 1,088,748 1,030,408 1,060,257 1,042,451 878,100
Tatal Penslon Liakllity - Ending 3 1,148,661 § 1085047 § 1080746 $ 1,030408 § 1,080,237 & 1042481
Plan Flduslary Net Pansion
Conbibutions - Employar 3 71,000 § 740868 § 85348 8 anse § 55,228 § 42,714
Conbributions - PMRS Assessment 320 400 360 260 320 -
Contributions - Member 14,828 13,653 12,504 12,220 8,020 15,066
PMRS Investrmant lncoma 49,302 46,389 43,310 42,132 40,434 40,171
Net Investmsnt Inceme 140,618 (129,180) 00,058 32,697 {83,570} {688)
Transfars - - {4,563) {56,198} - {12,372}
Benefit Payments, Including Refunds

of Member Contributions (64,155) (55,441) {51,575) {80,411} {41,768} (24,328)
PMRS Administretive Expenas {320) {300} (320) {220} {320} (240)
Additlonal Admin|strative Expense {1,704} (2,083) (1,982} (2,084) {1,688) (1.841)
Nat Change in Plan Fiduclary Net Posltion 209,917 {50,974) 162,218 8,027 {1,442) 68,271
Plan Met Pasiflon - Beginning 904,587 855867 793,643 785616 787 058 728787
Plan Net Pasltlon - Ending § 1,114,804 B 804887 § 858881 $ YedGd3 § 786616 B 787058
Munlcipality's Nat Pension Ulabllity $ 33857 § 1B0d80  § 133,885 0§ 236786 § 204621 § 265,39
Plan Fidugiary Net Pasition as a Percentags

of tha Total Pansion Liahillty 7.08% 83.40% B7.71% F7.02% T2.73% 75.50%
Covered Employse Fayroll § 408697 0§ 390068 % 369,820 % 355857 0§ 289428 0§ 445,188
Municlpality's Net Panslon Liabllity a8 B Percentage 8.28% 48.19% A21% 66.53% 103.85% B7.37%

Ultimately, this schedule should present information for the last ten years. However, until
compiled, information is presented for as many years as is available.

the years of information can be

See independent auditor's report an required supplementary information.

The accompanying notes to required supplementary schedules are an integra! part of these schedules.
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BOROUGH OF FOUNTAIN HILL
NOTES TO REQUIRED SUPPLEMENTARY SCHEDULES ~
NON-UNIFORM PENSION PLAN
DECEMBER 31, 2021

Actuarial Assumptions

The beginning of year total pension liability is based upon the January 1, 2017 actuarial
valuation, with liabilities rolled forward to December 31, 2017. The end of year total pension
liability is based on the January 1, 2019 actuarial valuation with liabilities measured at
December 31, 2018.

A summary of the actuarial assumptions and methods used to determine the 2018
contribution rates are as follows:

Actuarial cost method - Entry Age

Discount rate - 5.50%, includes inflation at 3.00%

Salary increases - age related scale with merit and inflation component.

COLA increases - 3.00% for those eligible for a COLA.

Mortality rates were based on the RP-2000 Combined Healthy Annuitant Tables
(male and female) with age set back 1 year for males and 5 years for females. For
disabled annuitants the RP-2000 Combined Disabled Tables (male and female) with
10 year set forward for both males and females.

These assumptions are based on the PMRS Experience Study for the period covering
January 1, 2009, through December 31, 2013, issued by the actuary in July 2015 as well as
subsequent Board approved assumptions changes. These assumptions were first used for the
December 31, 2015 measurement date. Effective with the December 31, 2016 measurement
date, the Investment Return Assumption for municipal assets decreased from 5.50% to
5.25%. )

The PMRS System’s long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimates of expected future real
rates of return are developed for each major asset class, for the portfolic as a whole and at
different levels of probability or confidence. 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
asset allocation percentage and by adding expected inflation.

See independent auditor's report on required supplementary information.
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BOROUGH OF FOUNTAIN HILL
SCHEDULE OF BOROUGH CONTRIBUTIONS -
UNIFORMED PENSION PLAN
FOR THE LAST TEN YEARS ENDED

Actuarially Contributions Contribution Contributions
Determined From Deficiency/ Covered asa %

Year Contributions Employer {Excess) ~ Payroll of Payroll

2012 221,357 221,357 - 598,685 37.0%
2013 213,908 213,908 - - 0.0%
2014 195,280 195,280 - 524,894 37.2%
2015 193,640 193,640 - 522,861 37.0%
20186 249,453 249,453 - 661,478 37.7%
2017 266,129 265,129 - 764,709 34.7%
2018 360,560 360,560 - 831,870 43.3%
2019 383,106 383,106 - 807,712 47.4%
2020 359,639 453,278 (93,639) 932,782 48.6%
2021 391,390 381,390 - 1,000,411 39.1%

Ultimately, this schedule should present information for the last ten years. However, until the
years of information can be compiled, information is presented for as many years as is available.

See independent auditor's report on required supplementary information.

The accompanying notes to required supplementary schedules are an integral part of these
schedules.
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BOROUGH OF FOUNTAIN HILL
SCHEDULE OF CHANGES IN NET PENSION
LIABILITY AND RELATED RATIOS -

UNIFORMED PENSION PLAN

FOR THE LAST TEN YEARS ENDED

2021 2020 2018 2018 2017 2016 2016 2014

Total Penaion Liabllity
Setvica Cost $ 238,266 § 220,348 § 218425 § 176,068 % 167,874 § 104,880 & 09,705 § 113,007
Intersst 354,847 345,055 327,162 319,672 305,814 207,282 260,038 283,653
Ghanges of Benefit Terms {15,802} - - - - - - -
Changes for Experlence {99,938} - {135,857) - {95,860, A 272,545 -
Changes of Assumptions 158,258 - - - 340,726 - - u
Baneflt Payments, including Refunds

of Member Contributions {276,841 {281,821} {300,755} {278,805) (277.207) {262,084) (278,084) (301,878)
Net Change in Totel Pension Liabllity 356,380 262,580 108,874 218,826 441,268 119,811 383,205 78,172
Total Pansloh Llability - Beglnning 5,313,769 5,021,178 4,012,306 4,606,480 4,264,224 4,134,313 3,751,108 3,675,836
Total Penslon Liabllity - Ending § 8070148 § 5213750 B 6,071,170 B 4,012,305 $ 4695480 § 4264224 $ 4,434,313 § 3,751,108
Plan Flduciary Net Pansion
Contributions - Employer g 301380 % 453278 § 383,106 § 360,560 8§ 285,120 § 240,463 B 103,840 § 105,280
Contributions ~ Member 80,033 68,941 86,893 64,230 48,703 30,144 26,208 19,607
Net Investment Income 628,127 377,725 462,001 (136,808) 319,482 109,200 (15,870) 143,373
Benefit Payments, Inoluding Refunds

of Membar Contributions {276,841) (281,821} (300,756) {278,805) (277,287 {282,061) (278,084) {301,878)
Administrative Expensa (25,148) {23,803) {25,450) (18,540} {21,824 (17,830} (21,1886) (17,328)
Net Change in Plan Flduciary Net Position 897,660 565,320 585,884 (10,351) 334,163 87,606 (65,204) 38,148
Plan Net Position - Beginning 3,989,462 3,304,142 2,608,258 2,818,609 2,484,448 2,386,540 2,481,744 24472 588
Plan Net Position - Ending $ 4,887,022 $ 3080400 § 8,304,142 § 20808258 § 2818608 § 2484446 5 2386540 § 2481744
Municipality's Net Penslon Liakility § 083126 § 1,324,207 $ 1,827,087 § 2104047 B 1678871 § 1VER7TV8  § 1,MRII3 1,280,364
Plan Flduclary Net Positlon as a Percentaga

of the Tatal Penslon Llability 82.7% 75.1% 87.6% 57.2% 80.0% 58.4% 51.7% 46.2%
Cavered Employae Payroll $ 1000411 % 032782 § 801,712 & 831,870 § 784700 8 661478 % 5228681 5 524,884
Municlpality's Net Pension Llabliity a2 a Percentage 98.3% 142.0% 202.9% 262.9% 245,4% 267 5% 334.9% 241.9%

Ultimately, this schedule should present information for the last ten years. Howsver, until the years of information can be compiled, information
is presented for as many years as is available.

See independent auditor's report on required supplementary information.

The accompanying notes to required supplementary schedules are an integral part of these schedulss.
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BOROUGH OF FOUNTAIN HILL
NOTES TO REQUIRED SUPPLEMENTARY SCHEDULES —
UNIFORMED PENSION PLAN

DECEMBER 31, 2021

Actuarial Assumptions

The total pension liability in the January 1, 2021 actuarial valuation was determined using
the following economic assumptions, applied to all periods included in the measurement:

A. Economic
1. Interest Rate:

2. Salary Projection:

3. Inflation:

B. Employee Characteristics
1. Mortality:

2. Mortality Improvement:

3. Withdrawal:

4, Disablement:

5. Marital Assumption:

C. Retirement

1. Valuation Retirement Age:

2. Benefit Form:

6.75% per year.
5.00% per year.

2.75 per year.

RP-2014 Mortality Table, with 50% of Blue
Coliar adjustment and rates set forward
2 years for disabled members.

Rates derived from the Long-Range
Demographic Assumptions for the 2015
Social Security Administration’s Trustee
Report.

None assumed.

150% of rates derived from the 2010 Social
Security Administration’s projections of
Disability incidence (ultimate rates only).

100% of participants assumed to be married
with spouse of the opposite sex. Female
spouse assumed to be 3 years younger
than male spouse.

Normal Retirement Age, or attained age if
currently sligible to retire.

Joint and 50% survivor annuity.

See independent auditor's report on required supplementary information.



BOROUGH OF FOUNTAIN HILL
SCHEDULE OF CHANGES IN NET OPEB
LIABILITY AND RELATED RATIOS
FOR THE LAST TEN YEARS ENDED

2021 2020

Total OPEB Liability
Service Cost $ 217,405 $ 211,586
Interest 106,021 102,845
Changes of Benefit Terms - (12,849}
Differences between Expected and

Actual Experience - (514,381)
Changes of Assumptions - 111,717
Benefit Payments, Including Refunds

of Member Contributions (220,397} (208,445)
Other Changes - -
Net Change in Total OPEB Liability 103,029 (309,527)
Total OPEB Liability - Beginning 3,426,019 3,735,546
Total OPEB Liability - Ending $ 3,520,048 $ 3,428,019

Plan Fiduciary Net Pension :
Contributions - Employer $ 220,397 % 208,445
Contributions - Employee - -
Net Investment Income - -
Benefit Payments, Including Refunds

of Member Contributions {220,397) {(208,445)
Administrative Expense - -
Net Change in Plan Fiduciary Net Position - -
Plan Net Position - Beginning - -

Plan Net Position - Ending % -8 -

Municipality's Net OPEB Liability $ 3,520,048 § 3,426,019

Plan Fiduciary Net Position as a Percentage
of the Total OPEB Liability 0.0% 0.0%

Covered Employee Payrall $ 1019142 § 1,019,142

Municipality's Net OPEB Liability as a Percentage
of Covered Employae Payroll 346.3% 336.2%

Ultimately, this schedule should present information for the last ten years. However, until the
years of information can be compiled, information is presented for as many years as is available.
See independent auditor’s report on required supplementary information.

The accompanying notes to required supplementary schedules are an integral part of these
schedules.
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OTHER SUPPLEMENTARY INFORMATION
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BOROUGH OF FOUNTAIN HILL
COMBINING BALANCE SHEET — MODIFIED CASH BASIS -
ALL CAPITAL PROJECTS FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2021

Capital Capital
Reserve Projects
Fund Fund Total
ASSETS
Cash and Cash Equivalents $ 505,656 $ 245,946 751,602
Due from Other Funds - - -
Total Assets $ 505,656 $ 245,846 751,602
LIABILITIES AND FUND BALANCES
LIABILITIES
Due to Other Funds ‘ $ - $ 1,367 1,367
Total Liabilities - 1,367 1,367
Fund Balance
Committed ' 505,656 - 505,656
Restricted - 244 579 244 579
751,602

Total Liabitities and Fund Balances $ 505,656 . $ 245,946

See independent auditor's repert on supplementary information.
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BOROUGH OF FOUNTAIN HILL
COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES - MODIFIED CASH BASIS -

ALL CAPITAL PROJECTS FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2021

REVENUES RECEIVED

Intergovernmental Revenues
Interest

Total Revenues Received

EXPENDITURES PAID

Public Works
Capital Qutfay

Total Expendituras Paid

EXCESS OF REVENUES RECEIVED
OVER EXPENDITURES PAID

OTHER FINANCING SOURCES (USES)

Transfers In
Transfers Out

Total Other Financing Sources (Uses), Net

EXCESS OF REVENUES RECEIVED
AND OTHER FINANCING SOURCES OVER
EXPENDITURES PAID AND OTHER
FINANCING USES

Fund Balances - January 1, 2021

Fund Balances - December 31, 2021

Capital Capital
Reserve Projects
Fund Fund Total
- 245920 % 245,920
67 26 93
67 245,946 246,013
- 1,367 1,367
- 1,367 1,367
67 244,579 244,646
350,000 - 350,000
350,000 - 350,000
350,067 244,579 594,646
155,589 - 155,589
505,656 244579  § 750,235

See independent auditor’s report on supplementary information,
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BOROUGH OF FOUNTAIN HILL
COMBINING BALANCE SHEET -~ MODIFIED CASH BASIS ~

ALL SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2021

Fira State
Pretection Liquid Fusls Library Playground
Fund Fund Fund Fund Total
ASSETS
Cash and Cash Equivalenis 3 308,352 $ 378,672 140,572 18,878 844,474
Due from Cthar Funds - 168 - - 168
Total Assets § 306,352 $ 378,840 140,572 18,878 844,642
LIABILITIES AND FUND BALANCES
LIABILITIES
Due to Other Funds 3 - 3 - - - -
Tetal Liabilities - - - -
Fund Balance
Asslgned - - - 18,878 18,878
Restricted 306,362 378,840 140,672 - 825,764
Total Liabilitles and Fund Balances 3 306,352 $ 378,840 140,672 18,878 844,642

See independent auditer's report on supplementary information.
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BOROUGH OF FOUNTAIN HILL
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES -~ MODIFIED CASH BASIS -
ALL SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2021

Flre State
Protectlon Llguid Fuels Library Playground
Fund Fund Fund Fund Total
REVENUES RECEIVED
Texes $ 18,396 3§ - 8 91,380 - 110,376
Intergavernmental Revenues 200,000 121,306 - - 321,306
Contributiens 100,267 - . - 100,267
Interast 44 114 25 10 193
Total Revenues Received 318,707 121,420 92,008 10 532,142
EXPENDITURES PAID
General Government - - - - -
Publle Safety 27,661 - - - 27,661
Publlc Works « Highways and Strests - 59,1958 - - 59,195
Culture and Recreatlon - - 87,301 - 87,301
Capltal Qutlay 200,000 - - - 200,000
Total Expandifures Paid 227,661 59,198 87,301 - 374,160
EXCESS OF REVENUES REGEIVED
OVER EXPENDITURES PAID 91,040 62,222 4,704 10 157,982
OTHER FINANCING SOURCES (USES)
Transfers In - - - - -
Transfers Out - - - - -
Total Other Financing Sources (Uses), Net - - - - -
EXCESS OF REVENUES RECEIVED
AND GTHER FINANCING SCURCES OVER
EXPENDITURES PAID AND OTHER
FINANGING USES 81,048 62,222 4,704 10 157,982
Fund Balances - January 1, 2021 216,308 316,618 135,868 18,868 688,660
Fund Balancas - Dacember 31, 2021 § 306,352 % 373,840 § 140,572 18,878 844,642

See independent auditers report on supplementary informaticn.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of Borough Council
Borough of Fountain Hill
Fountain Hill, PA

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 financial
statements of the Borough of Fountain Hill, which comprise the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information as of
December 31, 2021, and the related notes to the financial statements, which collectively comprise
the Borough of Fountain Hill's basic financial statements, and have issued our report thereon
dated June 30, 2022.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Borough of
Fountain Hill's internal control over financial reporting (internal control) as a hasis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Borough of Fountain Hill's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Borough of Fountain Hill'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 weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’'s financial statements will not be prevented,

~or detected and corrected on a timely basis. 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 to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. We did identify a certain deficiency in internal
control, that we considered to be a material weakness:
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Incorrect Pay Rates

" During our testing, we noted the Borough of Fountain Hill did not properly calculate holiday
pay in accordance with the Collective Bargaining Agreement between the Borough of
Fountain Hill and the Fountain Hill Police Association. Our testing identified uniformed
employees were being paid holiday hours worked at a factor of both one and one-half
(1.8) and two (2.0) on the same hours. From January 1, 2019 — December 31, 2019, the
holiday rate was one and one-half (1.5). Effective, January 1, 2020, the holiday rate was
changed to two (2.0). When hours were transmitted to the third-party payroll service, the
holiday hours were accidently paid at both rates rather than the updated two (2) times
rate. In order to provide greater control in this area, we suggest that management review
the payroll reports for each payroll period. We also suggest that documentation of the
review of these reports be made on the reports and maintained.

Views of Responsible Officials and Planned Corrective Actions
Recommendations were implemented in February 2022 to correct the payroll calculation error.
Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough of Fountain Hill's financial
statements are free from material misstatement, we performed 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 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 Borough's internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Borough's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

June 30, 2022
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