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Cerlificd Public Accountants & Consuliants

INDEPENDENT AUDITOR’'S REPORT

To the Borough Council
Borough of Gettysburg
Gettysburg, Pennsylvania

‘We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the Borough of
Gettysburg, Pennsylvania as of and for the year ended December 31, 2006, which collectively comprise the basic
financial statements of the Borough’s primary government as listed in the table of contents. These financial
statements are the responsibility of the Borough's management. Our responsibility is to express opinions on these
financial statements based on our audit.

‘We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

Management has not included the Pension Trust Fund of the Municipal Authority (blended
component unit) in the financial statements. Accounting principles generally accepted in the United States of
America require the Municipal Authority Pension Trust Fund to be presented as aggregate remaining fund
information. The amount by which this departure would affect the apgregate remaining fund information has not
been determined.

In our opinion, except for the effects of the omission of the Municipal Authority’s Pension Trust
Fund, as discussed above, the aggregate remaining fund information referred to above presents fairly, in all
material respects, the financial position of the aggregate remaining fund information of the Borough of
Gettysburg as of December 31, 2006, and the changes in financial position thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In addition, in our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, the business-type activities, and
each major fund of the Borough of Gettysburg, Pennsylvania as of December 31, 2006 and the respective changes
in its financial position, and where applicable, cash flows thereof for the year ended in conformity with
accounting principles generally accepted in the United States of America.

The management’s discussion and analysis on pages 3 to 9, the historical pension information on
page 45, and the general fund budgetary comparison schedule on pages 46 are not a required part of the basic
financial statements, but are supplementary information required by accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit such information and express no opinion on it.



Certilicd Public Accountants &5 Consultanls

To the Borough Council
Borough of Gettysburg

The Borough of Gettysburg has not presented the historical pension information for the Pension
Trust Fund of the Municipal Authority (blended component unit). Accounting principles generally accepted in
the United States has determined this is necessary to supplement, although not required to be part of, the basic
financial statements.

WWW*’@ , LLe

Chambersburg, Pennsylvania
August 3, 2007



BOROUGH OF GETTYSBURG
MANAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2006
UNAUDITED

As management of the Borough of Gettysburg, we offer readers of these financial statements this narrative
overview and analysis of the financial activities of the Borough of Gettysburg for the fiscal year ended
December 31, 2006. We encourage readers to consider the information presented here in conjunction with
additional information that can be found in the basic financial statements and the accompanying notes to
those financial statements.

Financial Highlights

» The assets of the Borough of Gettysburg exceeded liabilities at December 31, 2006 by § 41,649,105, Of
this amount $ 7,518,657 is unrestricted and may be used to meet the government’s ongoing obligations to
citizens and creditors.

e The total net assets increased by § 7,435,932. Of this amount § 1,132,213 was associated with
governmental activities and $ 6,303,719 with business-type activities.

e At December 31, 2006, the governmental funds reported combined fund balances of § 1,345,291, of
which $ 485,316 was unreserved and is available for spending at the Borough of Gettysburg’s discretion,
$ 6,011 reserved for inventory $ 134,639 reserved for prepaid expenses, and § 719,305 for capital
projects.

s Governmental fund balances increased § 916,195 during the year.

Qverview of the Financial Statements

This discussion and analysis is to serve as an introduction to the Borough of Gettysburg’s basic financial
statements. The basic financial statements are comprised of three components: 1) government-wide
financial staterments, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains additional supplementary information.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the Borough of Gettysburg’s finances, in a manner similar to a private-
sector business. The government-wide financial statements can be found on pages 10 and 11 of this report.

o The Statement of Net Assets presents information on all of the Borough of Gettysburg’s assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or decreases
in net assets may serve as a useful indicator of whether the financial position of the Borough of
Gettysburg is tmproving or deteriorating.

e The statement of activities presents information showing how the government’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in fiture fiscal
period.

* Government-wide financial statements distinguish functions of the Borough of Gettysburg that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-like activities). The Borough of Gettysburg’s governmental activities include Public
Safety, Health and Welfare, Community Development, Highways, General Government, Culture and
Recreation, Parking Facilities and Interest on Long-term Debt. The business-type activity of the Borough
of Gettysburg is the water and sewer operations.



BOROUGH OF GETTYSBURG
MANAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2006
UNAUDITED

Overview of the Financial Statements (Continued)

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Borough of Gettysburg, like
other local governments, uses fund accounting to ensure and demonstrate compliance with finance and
related legal requirements. All of the funds of the Borough of Gettysburg can be divided into three
categories: governmental funds, fiduciary funds and proprietary funds.

e Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, governmental fund financial statements
focus on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. This information is useful in evaluating the Borough of
Gettysburg’s near-term financing requirements.

e Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information for governmental funds with information presented for
governmental activities in the government-wide financial statements. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison.

e The Borough of Gettysburg maintains six individual government funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General and Capital Projects Funds, both of which are
considered to be major funds. Data from the other governmental funds are combined into a single,
aggregated presentation.

» The Borough of Gettysburg adopts an annual appropriated budget for all of the governmental funds
except for the debt service fund. A budgetary comparison statement for the General and Small
Community Funds has been provided to demonstrate compliance with this budget.

» The basic governmental fund financial statements can be found on pages 12 — 15 of the report.

Proprietary funds. The Borough of Gettysburg maintains two proprietary funds. Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide statements. The
Borough uses enterprise funds to account for its water and sewer operations.

Propriety funds provide the same type of information as the government-wide statements, only in more detail.
The propriety find financial statements provide separate information for the Water and Sewer funds since
both are considered to be major funds of the Borough.

The basic propriety financial statements can be found on pages 16 - 18 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Borough of Gettysburg’s programs. The basic
fiduciary fund financial statements can be found on pages 19 - 20 of this report.



BOROUGH OF GETTYSBURG
MANAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2006
UNAUDITED

Overview of the Financial Statements (Continued)

Notes to the financial statements. The notes provide additional information that is essential to a fuil
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 21 - 44 of this report.

Other information. In addition to the basic financial statements and accorﬁpanying notes, this report also
presents certain required supplementary information conceming funding progress for the Borough’s
employee pension obligations. Required supplementary information can be found on page 45 — 46 of this
report.

Government-Wide Financial Analysis

As stated earlier, net assets may serve over time as a useful indicator of a government’s financial position.

In the case of the Borough of Gettysburg, assets exceeded liabilities by § 41,649,105 at the close of the most
recent fiscal year. By far the largest portion of the Borough’s net assets reflects its investment in capital
assets (e.g., land, buildings, equipment and construction in progress,) less any related debt used to acquire
those assets that are still outstanding.

The Borough uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the Borough’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities. '

BOROUGH OF GETTYSBURG’S NET ASSETS

Governmental Business-type
Activities Activities
2006 2005 2006 2005

Current assets 51,786,521 $1,477,723 § 6,571,763 § 4,489,618

Capital assets and other assets 9.578.846 8.977.086 35.933.883 32,432,153

TOTAL ASSETS 11,365,367 10,454,809 42,505,646 36,931,771

Other liahilities 765,837 1,453,590 1,159,876 1,038,368

Long-term liabilities 2,572,928 2,106,830 7.723.267 8.574.619

TOTAL LIABILITIES 3,338,765 3,560,420 8,883,143 9,612,987

Net assets:

Invested in capital assets, net

of related debt ' 6,822,586 6,675,539 26,179,432 21,548,507

Restricted 6,177 5,983 1,122,253 1,477,299

Unrestricted 1,197,839 212.867 6,320.818 4.292.978

TOTAL NET ASSETS $ 8,026,602 $6,894,380 §33.622.503 27.31 4



Changes in Net Assets

BOROUGH OF GETTYSBURG

MANAGEMENT'S DISCUSSION AND ANALYSIS

DECEMBER 31, 2006
UNAUDITED

The following is a summary of the Borough of Gettysburg’s changes in net assets:

Revenues:
Program Revenues:
Charges for Services

Operating Grants and Contributions

Capital Grants and Contributions

General Revenues:
Taxes:
Property
ncome
Real Estate Transfer

Emergency municipal services tax

Admission
Occupational and Per Capita
Hotel '
Other
Interest and Investment Earnings
Miscellaneous
Transfer in (out)
Accrued EIT Refund
Gain (Loss) on Sale of Equipment

Expenses:

General Government

Public Safety

Health and Welfare

Highways and Parking Facilities
Culture and Recreation
Community Development
Interest on Long Term Debt
‘Water and Sewer

Total Expenses

Increase (Decrease) in Net Assets
Net Assets — Beginning

Net Assets — Ending

(

Governmental Business-Type
Activities Activities
2006 2005 2006 2005
$ 1,310,507 § 1,148,319 § 5,115,066 $ 3,733,766
395,629 395,685 0 0
898,736 1,276,628 5,406,884 96,500
1,661,234 1,373,631 0 0
359,391 419,012 0 0
135,090 120,141 0 0
327,752 240,584 0 0
149,483 93,827 0 0
27,657 29,600 0 0
30,000 30,000 0 0
2,154 2,180 1,475 137,664
35,849 15,345 250,957 138,744
94,024 36,464 0 0
100,162 57,922 100,162) ( 57,922)
118,752) 0 0 0
293,073 0 ( 12.207) 0
5,701,789 5,239,338 10,662,013 4,048,752
730,996 674,507 0 0
1,729,658 1,511,792 0 0
23,656 17,558 0 0
1,417,312 1,478,463 0 0
352,817 342,965 0 0
209,891 217,206 0 0 -
105,246 80,428 0 0
0 0 4.358.294 4.167.793
4,569,576 4,322 919 4,358,204 4,167,793
1,132,213 ( 916,419) 6,303,719  ( 119,041)
6,894,389 5.977.970 27,318,784 27,437,825
§ 8,026,602 $6.894.389 £ 33,622,503 £27318.784




BOROUGH OF GETTYSBURG
MANAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2006
UNAUDITED

Financial Analysis of the Government’s Funds

Governmental Funds - As noted earlier, the Borough of Gettysburg uses fund accounting to ensure and
demonstrate compliance with finance related legal requirements. The focus of the Borough of Gettysburg’s
governmental funds is to provide information on near-term inflows, outflows, and balances of spendable
resources. Such information is useful in assessing financing requirements. Unreserved fund balance may
serve as a useful measure of a government'’s net resources available for spending at the end of the fiscal year.
The Borough of Gettysburg’s governmental funds reported combined ending fund balances of § 1,345,291.
Approximately 90% of this total amount ($ 1,204,621) constitutes unreserved fund balance which is available
for spending at the government’s discretion, including $ 719,305 of funds for capital projects. The remainder
of the fund balance ($ 140,670) is reserved to indicate that it is not available for new spending because it has
already been committed for prepaid expenses and fuel inventory.

The general fund is the primary operating fund of the Borough. During the year, revenues exceeded
expenditures and other financing sources and uses (transfers in from other funds and proceeds from the sale
of 34 East Middle Street) in the general fund by § 393,084,

The chart below illustrates the breakdown of governmental funds costs:

Debt Senice - 6% — General Govemment - 13%
",

Community Dewelopment - Ptz
21% TN

—— Public Safety - 31%

Parking Facilities - 8% \
Highways - 14%



BOROUGH OF GETTYSBURG
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2006
UNAUDITED

Proprietary Funds — The Borough’s proprietary fund statements provide the same type of information found
in the government-wide financial statements, but with more detail.

Budgetary Highlights

The original budget was amended in October 2006 after a review of the actual 2006 revenues and
expenditures and adjusting the original budget estimates to more closely relate to the actual. The net effect
of the amendments increased revenues over expenditures by § 2,912.

During the year, general fund revenues exceeded budgeted revenues by about $ 400,000 and general fund
expenditures exceeded budgeted expenditures by about § 200,000. The excess revenues were mostly
generated from taxes and licenses and permit categories and expenditure categories that represent the

$ 200,000 over budgeted expenditures primarily were generated in the general government and police
departments.

Capital Asset Adminisiration

The Borough of Gettysburg’s investment in capital assets includes land, buildings and improvements,
equipment, streets, storm sewer systems, lighting systems, and other infrastructure. This investment in
capital assets as of December 31, 2006 was $ 9,412,827 for governmental activities and $ 34,764,530 for
business-type activities (net of accumulated depreciation). Major capital asset events during the year were:

e Additions of § 4,622,155 and deletions of $ 3,646,077 in capital assets of governmental activities and
business-type activity additions of $ 6,391,035 and § 920,375 of deletions. The majority of activity for
governmenta] activities resulted from the addition of $ 312,590 in land improvements of bricking of
borough sidewalks and the skate-park. The Authority has accepted $ 5,406,884 of water and sewer lines
and related infrastructure built at the Adams County Commerce Center during 2006. In addition the
sanitary sewer maintenance project that was begun in 2005 was completed during the year adding
$ 833,298 (before depreciation) to the fixed assets.

¢ Depreciation expense of § 447,957 for governmental activities and § 1,636,776 for business-type
activities was charged.

Comparative Capital Assets at December 31:

Governmental Business-type
Activities Activities
2006 2005 2006 2005
Land and Improvements $ 333,671 i 23,081 5 103,782 $ 103,782
Building and Improvements 9,141,912 5,983,180 23,399,945 22,626,970
Machinery and Equipment 1,505,923 1,486,048 0 0
Furniture and Fixtures 84,900 84,900 ] 0
Collections 14,150 14,150 0 0
Construction in Progress 73,123 2,588,242 364,744 862,451
Infrastructure 4,533,772 4,533,772 33.504.594 28.309.202
Total Capital Assets $ 15,689,451 $14713.373 $ 57,373.065 $ 51,902,405

Additional information on capital assets can be found in Note 5 in the Notes to Financial Statements.

-8-



BOROUGH OF GETTYSBURG
MANAGEMENT’'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2006
UNAUDITED
Debt Administration

The Borough of Gettysburg had total outstanding bonded debt of § 10,300,425 and general obligation notes
of $ 922,014, All of these amounts are backed by the full faith and credit of the Borough of Gettysburg. The
following is a comparative statement of outstanding debt:

Governmental Business-type
Activities Activities
2006 2005 2006 2005
General Obligation Bond $ 1,668,227 51,918,048 $ 8,632,198 $ 9,456,347
General Obligation Note 922,014 218,271 0 0
Lean Payable 0 50,000 0 0
52,590,241 $ 2,186,319 $ 8,632,198 $ 9,456,347
Compensated Absences 333,589 344,111 0 4]
Total Debt $2.923.830 $2,530,430 $8.632.198 $9.456,347

During the year $ 1,073,970 of bonded debt and $ 98,271 of General Obligation Notes were retired. A
general obligation note in the amount of $ 802,014 was issued for capital projects. A net decrease of
$ 10,522 of accrued compensated absences was added.

The Borough of Gettysburg maintains a rating of “AAA” assigned by Standard and Poor’s with the
understanding that the debt is puaranteed by a financial guaranty insurance policy. As a borough, there are
legal limitations on the amount of debt that can be outstanding. Additional information on the Borough of
Gettysburg’s long term debt can be found in Note 8 in the Notes to Financial Statements.

Economic Factors and Next Year’s Budoet

Assessed valuation has averaged .7% annual growth over the last four years and 1% over the last 10 years.
The general fund budget for 2007 reflects a 4.7% percent increase in revenues and A 3.2% increase in
expenses over the 2006 budget.

The Gettysburg Municipal Authority does not expect the budget for 2007 to be substantially different from
2006. Various capital projects for both the water and sewer funds appear in the 2007 budget as part of the

overall operating budget.

Request for Information

This financial report is designed to provide a general overview of the Borough of Gettysburg’s finances for
all those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the Borough
Manager, 59 East High Street, Gettysburg, PA 17325.



BOROUGH OF GETTYSBURG

STATEMENT OF NET ASSETS
December 31, 2006
Governmental Business-Type
Activities Activities Total
ASSETS
Current assets
Cash and cash equivalents b 792,694 § 2,370,872 % 3,163,566
Investments 0 3,000,000 3,000,000
Taxes receivable, net 297,638 0 207,638
Accounts receivable - billed 516,387 743,981 1,260,368
Accounts receivable - unbilled 0 364,544 364,544
Internal balances 39,132 0 0
Inventories 6,011 532,756 38,767
Prepaid expenses 134,639 35,610 174,269
Total current assets 1,786,521 6,571,763 8,319,152
Noncurrent assets
Restricted investments 6,177 1,117,502 1,123,679
Mortgages receivable, net of allowance
for uncollectible accounts 96,000 [H 06,000
Accrued interest receivable - restricted 22,423 4,751 27174
Bond issue costs 41,419 47,100 88,519
Capital assets not being depreciated:
Land 0 103,782 103,782
Construction in progress 73,123 364,744 437,867
Capital assets net of accumnulated depreciation:
Land improvements 314,923 0 314,923
Buildings and improvements 7,717,464 11,201,093 18,918,557
Machinery, equipment and firniture 299,184 23,094,911 23,394,095
Infrastructure 1,008,133 0 1,008,133
Total noncurrent assets 9,578,846 35,933,883 45,512,729
Total assets 5 11,365,367 § 42,505,646 § 53,831,881
LIABILKTIES
Current linbilities
Accounts payable g 301,040 8 85438 % 386,478
Internal balances 0 39,132 0
Accrued wages and withholdings 65,633 23,899 89,554
Accrued interest 36,470 20,012 56,482
Unearned revenues 11,770 7,346 19,116
Consumer deposits . 0 75,118 75,118
Long-term liabilities: Due within one year
-Bonds and notes payable 300,944 908,931 1,209,875
Compensated ahsences 40,958 0 49,938
Total current liabilities 763,837 1,139,876 1,886,581
Neoncurrent liabilities
Long-term Habilities: Due in more than one year
Bonds and notes payable 2,289,297 7,723,267 10,012,564
Compensated absences 283,631 0 283,631
Total noncurrent liabilities 2,572,928 7,723,267 10,296,195
Total liabilities 3,338,765 8,883,143 12,182,776
NET ASSETS
Invested in capital assets, net of related debt 6,822,386 26,179,432 33,002,018
Restricted 6,177 1,122,233 1,128,430
Unrestricted 1,197,839 6,320,818 7,518,657
Total net assets 8,026,602 33,622,503 41,649,103
Total liahilities net assets 3 11,365,367 § 42,505,646 3 53,831,881

* .net of eliminations

The Notes fo Financial Statements are an integral part of this statement.
-10-
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ASSETS
Cash and cash equivalents
Investments
Accounts and grants receivable
Taxes receivable, net
Due from other funds
Mortgages receivable, net of allowance
Accrued interest receivable, net of allowance

Inventories
Prepaid expenses

Tatal assets

LIABILITIES AND FUND BALANCES
Liabilities
Accounis payable
Due to other funds

Deferred revenue
Accrued wages, benefits and withholdings
Total liabilities

Fund balances
Reserved for:
Inventories
Prepaid expenses
Unreserved - undesignated:
Debt service
Capital reserve
Highway aid
Special revenue
General fund
Capital projects
Unreserved - designated for self insurance
Total fund balances
Total liabilities and fund balances

BOROUGH OF GETTYSBURG

BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2006

Other Total
Capital Projects Governmental Governmental
General Fund Fund Funds Funds
5 323,956 % 349,023 § 119,715 § 792,694
0 0 6,177 6,177
147,508 363,347 3,532 516,387
296,118 0 0 296,118
45,054 20,576 122,000 191,670
0 0 96,000 96,000
0 0 22,423 22,423
6,011 0 0 6,011
134,639 ] 0 134,659
B 957,346 § 732,946 § 371,847 § 2,062,139
h 275,148 § 259 8§ 25,633 5 301,040
122,178 6,498 23,862 152,538
163,423 6,884 27,308 197,615
65,655 0 0 63,655
626,404 13.641 76,803 716,848
6,011 0 0 6,011
134,639 0 0 134,659
0 0 2,654 2,654
0 0 102,116 102,116
0 0 79,396 79,396
0 0 110,878 110,878
173,143 0 0 173,143
0 719,305 0 715,305
17,129 0 0 17,129
330,942 719,303 295,044 1,345,291
b 957,346 ¥ 732,946 § 371,847 § 2,062,139

The Notes lo Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
December 31, 2006

Total fund balance - governmental funds ‘ 3 1,345,291

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the fund balance sheet, but are
reported in the governmental activities of the Statement of Net Assets. 9,412,827

Bond issue costs are not available to pay curmrent period expenditures and
therefore are not reported in the fund balance sheet, but are reported in the
government activities of the Statement of Net Assets. 41,419

Taxes recejvable and accrued interest receivable are not available soon enough

to pay for the current period's expenditures, and therefore are deferred in the

fund balance sheet. However, these are recorded as revenue and receivable

when earned for the government-wide statements. 187,365

Some liabilities are not due and payable in the current period and are not
inctuded in the fund balance sheet, but are included in the governmental
activities of the Statement of Net Assets.

Bonds and notes payable, net ( 2,590,241}
Accrued interest ( 36,470)
Compensated absences ( 333,589)
{ 2,960,300)
Total net assets - governmental activities % B,025,602

The Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2006

REVENUES
Taxes
Licenses and permits
Fines and forfeits
Investment earnings
Rents
Intergovernmental
Charges for services
Donations
Refund of prior year expenditure
Miscellaneous

Totel revenues

EXPENDITURES
General government
Public safety
Health and human services
Highways
Parking
Culture and recreation
Community development
Debt service

Total expenditures

Excess (deficiency) of revenues over expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from the sale of assets
Issuance of long-term financing
Transfers in
Transfers out
Totsl other financing sources and uses

EXTRAORDINARY ITEM
Refund of prior year revenues

Net change in fund balances

Fund balances (deficit) - beginning - s restated
Fund balances - ending

Other Total
Capital Projects Governmental Governmental
General Fund Fund Funds Funds

$ 2,604,116 $ ] 05 2,604,116
182,171 0 0 182,171

293,191 t 0 293,191

28,438 4,137 2,096 34,671

26,288 0 0 26,288

303,233 644,546 290,337 1,238,336

782,543 0 0 782,543

49,631 3,152 0 32,803

0 41,440 0 41,440

114,278 360 0 114,838

4,383,929 693,835 292,633 3,370,397

703,337 0 3,444 706,781

1,700,524 0 0 1,700,524

23,658 0 0 23,656

624,039 74,154 53,108 751,301

415,136 0 0 425,136

346,701 0 0 346,701

83,423 945,585 126,468 1,155,476

424,138 18,713 0 442,851

4,330,934 1,038,452 183,020 5,552,426
32,975 ( 344,617) 109,613 { 182,029)

315,000 0 0 315,000

0 802,014 0 802,014

144,061 0 0 144,061
0 0 43,899) ( 43,899}

439,061 802,014 43,899) 1,217,176
( 118,932) 0 0 118,952}
393,084 457,397 63,714 916,193

{ - 62,142) 261,908 229,330 429,096
$ 330,942 $ 719,305 295,044 % 1,345,291

The Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2006

Net change in fund balances - total governmental funds b 816,195

Amounts reported for Governmental Activities in the Statement of Activities are
different because:

Capital outlays are reported in governmental funds as expenditures. However, in the
statement of activities, the cost of capital assets is allocated over their estimated useful
lives as depreciation expense. This is the amount by which depreciation expense
differs from capital outlays in the period.

Depreciation expense ( 447,937}
Capital outlays 1,100,833

652,876

Governmental funds report the entire net sales price (proceeds) from sale of an asset

as revenue because it provides current financial resources. In contrast, the Statement

of Activities reports only the gain on the sale of the assets. Thus, the change in net

assets differs from the change in fund balance by the cost of the asset sold. { 21,927)

Because some taxes will not be collected for several months after the Borough's fiscal
year ends, they are not considered as "available" revenues in the governmental funds.
The difference in tax revenue is: . 57,669

Governmental funds report bond and capital lease proceeds as current finaneial

resources. In contrast, the Statement of Activities treats such issuance of debt as a

liability. Governmental funds report repayment of bond and capital lease principal as

an expenditure, In contrast, the Statement of Activities treats such repayments as a

reduction in long-term liabilities. This is the difference between proceeds and

repayments. { 448,743)

Governmental funds report bond issue costs, bond loss and discounts as expenditures,
However, in the statement of activities, these costs are amortized over the life of the
refated bond. This is the amount of amortization expense for the current year, ( 12,289)

Some expenses reported in the statement of activities do not require the use of current
financial resources and these are not reported as expenditures in governmental funds:

Accrued interest expense ( 22,090)
Compensated absences 13,876
Vision benefits ( 3,354)

( 11,568)

Change in net assets - governmental activities 3 1,132,213

The Notes lo Financial Statements are an integral part of this statement.
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ASSETS
Current assefs
Cash and cash equivalents
Investments
Accounts receivable (net of ellowance for doubtful
accounts of $2,280 water and $2,541 sewer)
Interest receivable
Due from other finds
Unbilled revenue
Inventories
Prepaid expenses
Total current assets
Noncurrent assets
Restricted investments
Interest receivable - restricted investments
Bond issue costs (net of accumulated umortization
of $19,136 water and £36,546 sewer)
Capita] assets:
Land
Buildings and infrastructure
Wells
Lift stations
Equipment and lines
Less nccumulated depreciation
Construction in progress
Total capital assets
Total non current assets

Total assets
LIABILITIES
Current liabilities
Accounts payable
Accrued interest
Accrued payroll and related linbilities
Uneamed revenue
Consumer deposits

Due to other funds
Current portion of bonds payable

Total corrent liabilities

Noncurrent liabilities
Bonds payable

Total non-current liabilities

Total liahilities
NET ASSETS
Invested in capital assets, net of related debt

Restricted
Unrestricted

Total net assets

Total liabilities and net assets

* net of eliminations

BOROUGH OF GETTYSBURG

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
December 31, 2006
Total Proprietary
Water Fund Sewer Fund Funds

3 1,323,517 § 1,047,355 § 2,370,872
1,400,000 1,600,000 3,000,000

344,870 333,110 677,980

30,800 35,201 66,001

112,826 0 0

177,180 187,354 364,544

48,549 4,207 52,756

15,805 19,805 39,610

3,457,557 3,227,032 6,371,763

530,245 587,257 1,117,502

2,055 2,696 4,751

16,187 30,913 47,100

64,660 39,122 103,782

7,550,134 13,639,362 21,209,496
1,414,738 0 1,414,738

1] 775,711 775,711

12,854,448 20,630,146 33,504,594
{ 7,878,945) ( 14,725,590 ( 22,608,535)
172,613 192,131 364,744
14,177,648 20,586,882 134,764,530
14,726,135 21,207,748 35,933,883

by 18,183,692 § 24434780 § 42,505 646
5 3385 % 31,053 § 85,438
6,842 13,170 20,012

10,055 13,844 23,899

7.346 0 7.346

41,655 33,463 75,118

0 151,958 39,132

430,454 478,477 908,931

550,737 721,965 1,159,876

4,985.424 2,737,843 7,723,267
4,985,424 2,737,843 7,723,267

5,336,161 3,459 R08 8,883,143

8,777,957 17,401,475 26,179,432

532,300 589,953 1,122,253

3,337,274 2,983,544 6,320,818

12,647,531 20,974,972 33,622,503

3 18,183,602 § 24,434,780 § 42 305 646

The Notes to Financial Statements are an integral part of this statement,
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BOROUGH OF GETTYSBURG
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS
For the Year Ended December 31, 2006

Total Proprietary

Water Fund Sewer Fund Funds
OPERATING REVENUES
Service fees 3 1,764,416 $ 1,699,216 § 3,463,632
Connection and reserve capacity fees 43,414 6,940 50,354
Miscellaneous income ‘ 1,226 249 1,475
Penalties ' _ 15,343 15,317 30,660
Hunterstown fees 0 163.079 163,079
Total operating revenues 1,824,399 1,884,801 3,709,200
OPERATING EXPENSES
Collection system 0 118,738 118,738
Purification system 423,657 0 423,657
Pumping station - 0 51,505 51,505
Distribution system 166,901 0 166,901
Disposal system 0 503,200 505,200
General operating 420,862 368,832 789,694
Professional fees 135,141 105,081 240,222
Depreciation and amortization 650,675 1,016,970 1,667,645
Hunterstown expenses 0 132,335 132,335
Total operating expenses 1,797,236 2,298,661 4,095,897
Operating income (loss) 27,163 ( 413,860} ( 386,697)
NONOPERATING REVENUES (EXPENSES)
Tapping fees 585,138 794,946 1,380,084
Interest income 131,277 119,680 250,957
Rental income 27,257 0 27,257
Renlized and unrealized gains (losses) on investments { 5,255 ( 6,952) ( 12,207
Interest expense { 216,343) ( 137,088) ( 333,431)
Trustee fees ( 4,974 ( 4154 9,128)
Total nonoperating revenues (expenses) 317,100 766,432 1,283,532
Income (loss) before contributions and transfars 544,263 352,572 896,835
Capital contributions and prants 1,989,228 3,417,656 5,406,884
Transfers in ( 1,738) 0 1,738)
Transfers out 0 1,738 1,738
Change in net assets 2,531,753 3,771,966 6,303,719
Total net assets - beginning 10,115,778 17,203,006 27,318,784
Total net assets - ending $ - 12647531 % 20,974,972 § 33,622,503

The Notes o Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended December 31, 2006

Total Proprietary

Water Fund Sewer Fund Funds
Cash flows from operating activities:
Receipts from customers $ 1,733,i28 3% 1,850,706 % 3,583,834
Payments to suppliers ( 666,003) ( 743,431) { 1,409,434)
Payments to gnd on behalf of employees { 451,843) { 502,070} (_ 933,213)
Net cash provided (used} by operating activities 615,282 603,205 1,220,487
Cash flows from capital and related finoncing activities:
Purchase of copital assets { 174,021) 252,457) ( 426,478)
Grants received during the year 0 330,000 330,000
Proceeds from tap fees 510,102 728,823 1,238,925
Principal paid on capital debt ( 395,000) ( 465,000} ( 860,000}
Interest and fiscal charges paid on capital debt { 209,856) ( 126,644) ( 336,500)
Net cash provided (used) by capital and related financing activities { 268,775) 214,722 34,053)
Cash flows from non-capital financing activities:
Sewer fund payment on behalf of water fund 282,903 { 282,903) 0
Traunsfer between funds ( 1,738} 1,738 0
Rental income and agent fees ' 22,283 ( 4,153) 18,130
Net cash provided {used) by non-capital financing activities 303,448 ¢ 285,318) 18,130
Cash flows from investing activities:
Proceeds from sales and maturities of investments 630,843 630,267 1,261,110
Purchase of investments { 1,723,484) ( 2,198,921) ( 3,922,405)
Intergovernmental loan 152,460 169,755 322,215
Interest and dividends received 102,765 86,326 189,091
Net cash provided (used) by investing activities ( 837,416) ( 1,312,573 ( 2,149 989)
Net increase in cash and cash eguivalents { 187,461) ( 777.964) ( 963,425}
Cash and cash equivalents - beginning of the year 1,510,978 1,825,319 3,336,297
Cash and cash equivalents - end of the year g 1,323,517 & 1,047,355 § 2.370.872

Reconciliation of income from operations to net cash provided
{used) by operating activities
Operating income (loss}) 5 27,1683 (% 413,860) { § 386,697)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:

Deprecistion and amortization 630,675 1,016,970 1,667,645

Capitalized wages ( 6,943} 0 ( 6,943)
Changes in assets and liabilities

Accounts and other receivable { 86,136) ( 67,558) ( 1533,654)

Inventories 2,247 ( 126) 2,121

Prepaid expenses ( 326) ( 326) ( 1,052)

Accounts and other payable 25,440 31,454 60,894

Accrued payroll and other expenses . 4,497 5,388 9,885

Deferred revenue and deposits { 5,133) 33,463 28,328
Net cash provided (used) by operating activities 5 615282 3% 605,205 % 1,220,487
Non-cash investing, capital and non-capital financing activities

During the year, the Authority received donated assets as follows: ki 1.989,278 § 3,087.656 § 3,076,884

The Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

STATEMENT OF FIDUCIARY NET ASSETS

December 31, 2006
Pension Trust Private Purpose
Funds Trust Fund
ASSETS .
Cash and cash equivalents b 399,572 § 0
Investments 4,918 831 8,576
Accrued income 6,200 0
Total assets $ 5,324,603 % 8,576
NET ASSETS
Held in trust for;
Employees’ pension benefits 5 5,324,603 § 0
Other purposes 0 8,576
Total net assets b 5,324.603 § 8,576

The Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
For the Year Ended December 31, 2006

Pension Trust Private Purpose
Funds Trust Funds
Additions
Contributions
Employer 3 51,814 % 0
Employer - state 172,958 0
Total coniributions 224,772 0
Investment earnings
Net appreciation (depreciation) in fair value of investments
and gain (loss) on sale of investrnents 329,296 0
Interest, dividends and other 118,967 278
Total investment income 448,263 278
Less investment expenses:
Fiduciary fees ( 26,691) 0
Total other additions { 26,691} 0
Total additions 646,344 278
Deductions
Benefit payments 154,639 0
Administrative expense 26,397 0
Other services 1,404 278
Total deductions 182,440 278
Change in net assets held in trust for:
Employees’ pension benefits 463,904 0
Other purposes g 0
WNet assets - beginning 4,860,699 8,576
Net assets - ending 5 5,324,603 $ 8,576

The Notes to Financial Statements are an integral part of this statement,
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Note 1.

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Nature of Operations

The Borough of Gettysburg, Pennsylvania, operates under a strong council-weak mayor-manager
form of government and provides the following services as authorized by the Borough Code:
Public Safety — Police and Fire, Highways and Streets, Sanitation, Public Service, Health and
Social Services, Culture — Recreation, Public Improvements, Planning and Zoning, and General
Administrative Services. '

The financial statements of the Borough of Gettysburg, Pennsylvania, have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to governmental
units. The Government Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The Borough
also applies Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) apinions issued on or before November 30, 1989, to its government-wide
and proprietary fund financial statements provided they do not conflict with or contradict GASB
pronouncements. The government’s more significant accounting policies are described below.

Reporting Entity

The GASB defines the criteria used to determine the composition of the reporting entity. It
requires that the reporting entity include (a) the primary government, (b) organizations for which
the primary government is financially accountable and (c) 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 or incomplete.

The definition of the reporting entity is based primarily on the notion of financial accountability.

A primary government is financially accountable for the organizations that make up its legal entity.
It is also financially accountable for legally separate organizations if its officials appoint a voting
majority of an organization's goveming body and either it is able to impose its will on that
organization or there is a potential for the organization to provide specific financial benefits to, or
to impose specific financial burdens on the primary government. A primary government may also
be financially accountable for the governmental organizations that are fiscally dependent on it.

A primary government has the ability to impose its will on an organization if it can significantly
influence the programs, projects, or activities of, or the level of services performed or provided by
the organization. A financial benefit or burden relationship exists if the primary government (a) is
entitled to the organization's resources; (b) is legally obligated or has otherwise assumed the
obligation in some manner for the debt of the organization; or (c) is obligated in some manner for
the debt of the organization.

Some organizations are included as component units because of their fiscal dependency on the
primary government. An organization is fiscally dependent on the primary government if it is
unable to adopt its budget, levy taxes or set rates or charges, or issue bonded debt without approval
by the primary government.

Based upon the application of these criteria, the following is a brief review of the potential
component unit addressed in defining the government’s reporting entity.
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Note 1.

Summary of Significant Accounting Policies (Continued)

The following component unit meets the criteria for blending and is included within the reporting
entity:

o The Gettysburg Municipal Authority (the “Authority”) is governed by a board appointed
by Borough Council. This board is substantially the same as the governing board of the

Borough. The Authority owns the water and sewer plant which services almost entirely the
Borough of Gettysburg.

In addition, on December 20, 2004, a management agreement between the Authority and the
Borough was signed. The agreement provides for the Borough to manage and operate the Utility
System and shall renew annually unless either party requests in writing to terminate the agreement
on or before October 1 of each year. As a result of the blended presentation of this component
unit, the Authority’s water and sewer activities are shown as activities of the Borough for financial
reporting purposes. Separate financial statements of the Authority are available at the Authority’s
Administrative office located at 59 East High Street, Gettysburg, Pennsylvania 17325.

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 with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund balance/retained earnings/(deficit),
revenue, and expenditures/expenses. The various funds of the primary government (including the
blended component unit) are segregated into the categories of governmental, proprietary, and
fiduciary.

Governmental Funds

Governmental Funds are those through which most governmental functions of the
Borough are financed. The measurement focus is on the flow of expendable resources,
rather than on net earnings determination.

The Borough reports the following major govermmental funds:

General Fund - The General Fund is the general operating fund of the Borough. This
fund is used to account for all financial transactions except those required to be
accounted for in another fund. This is a budgeted fund, and any unrestricted fund
balances are considered as resources available for use.

Capiial Projects Fund - This fund is used to account for financial resources to be used
for the acquisition or construction of major capital facilities (other than those financed
by enterprise funds).

Currently the Borough is involved in the following capital projects:
1. The restoration of Baltimore/Railroad Street parking meters.
2. The construction of a fitness trail.
3. REEDI Project
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Note 1. Summary of Significant Accounting Policies (Continued)

Fund Accounting (Continued)

The Borough reports the following non-major governmental funds:

Debt Service Fund — This fund is to be used to account for the payment of fiduciary fees
on the general obligation bonds.

Capital Reserve Fund — This fund is used to set monies aside for future capital
improvements.

Special Revenue Funds - These funds are used to account for proceeds of specific
revenue sources used to finance specific activities as required by law or administrative
regulation. The Borough has the following Special Revenue Funds:

e Small Communities Program Fund — The Small Communities Program Fund
accounts for various federal and state grants used to provide funding for
community development projects.

e Highway Aid Fund is used to account for state liquid fuels tax revenue used
primarily for building, improving, and maintaining local roads and bridges.

o Company K Fund is used to account for financial resources to be used for the
perpetual care and maintenance of the Company K Memorial Menument,

Proprietary Funds

The Borough has two enterprise funds consisiing of the Water and Sewer Funds. These
are the funds of the Gettysburg Municipal Authority, which is shown as a blended
component unit. These funds are used to account for the financing of services to the
general public where all or most of the costs involved are paid in the form of charges to
the users of such services. The focus of proprietary funds is on the determination of net
earnings and capital maintenance. An allowance for bad debts is deemed necessary by
management for receivables of the proprietary funds, based on past experience, and a
review of current receivables. The Water and Sewer Funds are major funds.

Fiduciary Funds

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary
fund category is split into four classifications: pension trust funds, investment irust funds,
private purpose trust funds, and agency funds. Trust funds are used to account for assets
held by the Borough under a trust agreement for individuals, private organizations, or
other governments and are therefore not available to support the Borough's own programs.
The Borough has no investment trust funds or agency funds. Fiduciary Funds are not
included in the povernment-wide financial statements.

The Borough maintains pension trust funds for the police and non-uniformed personnel.
The Borough also maintains a private purpose trust fund - the Eichelberger-Stahle Trust
Fund, which accounts for a charity fund in which yearly proceeds are to be distributed to
the deserving poor of the Borough. The Gettysburg Municipal Authority maintains a
defined benefit pension plan for the employees working for the water and sewer
department. However, this pension trust fund is not included in these financial
statements.
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Note 1.

Summary of Significant Accounting Policies (Continued)
Basis of Presentation

Government-wide Financial Statements — The statement of net assets and the statement of
activities display information about the Borough as a whole. These statements include the
financial activities of the primary government, except for fiduciary funds. The Borough’s public
safety, health and welfare, highways, parking facilities, culture and recreation, community
development, and general administrative services are classified as governmental activities. The
statements distinguish between these activities of the Borough that are governmental and those that
are considered business-type activities.

The government-wide statements are prepared using the economic resources measurement focus.
This is the same approach used in the preparation of the proprietary fund financials but differs
from the manner in which governmental fund financials are prepared. Governmental fund financial
statements therefore include a reconciliation with brief explanations to better identify the
relationship between the government-wide statements and statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each segment of the business-type activities of the Borough, and for each
function or program of the Borough’s governmental activities. Direct expenses are those that are
specifically associated with a service, program, or department and therefore clearly identifiable to a
particular function. Program revenues include charges paid by the recipient for the goods or
services offered by the program and grants and contributions that are restricted to meeting the
operation or capital requirements of a particular program. Revenues which are not classified as
program revenues are presented as general revenues of the Borough, with certain limited
exceptions. The comparison of direct expenses and program revenues identifies the extent to
which each business segment or governmental function is self-financing or draws from the general
revenues of the Borough.

Fund Financial Statements — Fund financial statements report detailed information about the
Borough. The focus of the governmental and proprietary fund financial statements is on major
funds rather than reporting funds by type. Each major fund is presented in a separate column.
Nonmajor funds are aggregated and presented in a single column. The major fund concept does
not apply to fiduciary funds and they are reported by fund type.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using a flow of current financial
resources measurement focus. The financial statements for governmental funds are a balance
sheet, which generally includes only current assets and current liabilities, and a statement of
revenues, expenditures, and changes in fund balances, which reports on the sources (i.e., revenues
and other financing sources) and uses (i.e., expenditures and other financing uses) of current
financial resources.

All proprietary funds are accounted for on a flow of economic resources measurement focus. With
this measurement focus, all assets and liabilities associated with the operation of these funds are
included on the statement of net assets. The statement of revenue, expenses, and changes in fund
net assets presents increases (i.e., revenues) and decreases (i.€., expenses) in net total assets. The
statement of cash flows provides information about how the Borough finances and meets the cash
flow needs of its proprietary activities.

Fiduciary funds are reported using the economic resources measurement focus.
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Note 1.

Summary of Significant Accounting Policies (Continued)

Basis of Accounting

Accrual

Government-wide, proprietary, and fiduciary fund financial statements are reported using the
econormic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for which they
are levied.

Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met. Net assets (total assets less total Habilities) are used as a practical
measure of economic resources and the operating statement includes all transactions and events
that increased or decreased net assets. Depreciation is charged as expense against current
operations and accumulated depreciation is reported on the statement of net assets.

Modified Accrual

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers tax revenue to be available if collected within
60 days of the end of the fiscal period. In applying the “susceptible to accrual” concept to
intergovernmental revenues pursuant to GASB Statement No. 33, the provider should Tecognize
liabilities and expenses and the recipient should recognize receivables and revenue when the
applicable eligibility requirements including time requirements, are met. Resources transmitted
before the eligibility requirements are met are reported as advances by the provider and as deferred
revenue by the recipient.

Expenditures generally are recorded when a liability is incurred, as under acerual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

Cash and Cash Equivalents

Cash and cash equivalents are defined as short-term, highly liquid investments that are readily
convertible to known amounts of cash and include investments with original maturities of three
monihs or less.

Investments
Investments and investment pools are reported at fair value, which is determined as follows:

Securities traded on a national or international exchange are valued at the last reported sales
price at current exchange rates. Managed funds related to the retirement systems and
investments in external investment pools not listed on an established market are reported at
estimated fair value as determined by the respective fund managers based on quoted sales
prices of the underlying securities. Unrealized appreciation or depreciation due to changes in
fair values of such investments is recognized annually.’
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Note 1.

Summary of Significant Accounting Policies (Continned)
Statement of Cash Flows

For purposes of the statement of cash flows presented for proprietary funds, the Borough considers
all highly-liquid debt investments, including restricted assets, with maturities of three months or
less when purchased, to be cash equivalents.

Accounts Receivable and Concentration of Credit Risk

The Borough provides water and sewer service to customers within the Gettysburg area.
Receivables are recorded at face amount. A minimal allowance for doubtful accounts has been
recorded.

Concentrations

The Borough receives real estate, per capita, and occupation taxes from residents within the
Borough limits. The Borough uses a tax collector to collect all current real estate, per capita and
occupation taxes. The Borough may lien any property associated with the real estate assessment.

The Borough is located in Adams County within South Central Pennsylvania.
Unbilled Revenue

During the year, customer water meters are read quarterly and water/sewer bills rendered
throughout quarterly periods. Because not every meter is read on the same date, revenue for
services rendered but not yet billed is acerued at year-end to match revenues with related expenses.

Inventories

Inventory of fuel is maintained in the General Fund. It is carried at cost using the first-in, first-out
method and are subsequently charged to expenditure when consumed.

All other governmental fund types expense inventoriable items when purchased, which are
insignificant at year end.

Inventory in the proprietary funds is valued at the lower of cost, using the first-in, first-out method,
or market. The cost of inventory is recorded as an expense when consumed rather than when
purchased.

Capital Assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds and generally result from expenditures in the governmental funds, These assets
are reported in the governmental activities column of the government-wide statement of net assets
but are not reported in the governmental fund financial statements. Capital assets utilized by the
proprietary fund are reported both in the business-type column of the government-wide statement
of net assets and in the respective fund.

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is
not available. Donated fixed assets are valued at their estimated fair value on the date donated.
Capital assets with a value of 3 1,000 or more are capitalized by the Borough. Infrastructure
acquired after January 1, 2003 (in accordance with GASB provisions) is capitalized and
depreciated over its estimated usefol life. When an asset is disposed of, cost and related
accumnulated depreciation is removed, and any gain or loss arising from its disposal is credited or
charged to operations.
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Basis of Accounting (Continued)

Capital Assets (Continued)

Note 1. Sammary of Significant Accounting Policies (Continued)

All reported capital assets are depreciated. Improvements are depreciated over the remaining
useful lives of the related capital assets. Depreciation is computed using the straight-line method

over the following useful lives: -

Land improvements 20
Buildings 40
Maintenance buildings 20
Equipment 10-15
Vehicles 5-10
Furnishings and fixtures 5

Infrastructure 20
Mains, collecting stations 25-50
Wells, springs, pump stations, services 25
Meters 15
Pumping and treatment 16-25

General property and equipment 10-15

Collections include historical treasures that are not depreciated. The collection is being held for
public exhibition, protected, kept unencumbered, cared for, and preserved, and therefore, is not

depreciated.

Net Assets

In the government-wide financial statements and proprietary fund financial statements, net assets

are classified in the following categories:

Investment in Capital Assets, Net of Related Debt: This category groups all capital assets,
including infrastructure, into one component of net assets. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acquisition, construction or
improvement of these assets reduce this category.

Restricted Net Assets: This category presents external restrictions imposed by creditors,
grantors, contributors or laws or regulations of other governments and resirictions imposed by
law through constitutional provisions or enabling legislation.

Restricted Governmenial Activities Net Assets: Net assets are restricted for the upkeep of

the Company K monument.

Restricted Business-Type Activities Net Assets: Net assets are restricted by a trust
indenture with bond holders that stipulates that certain funds should be set aside for debt

service and capital improvements.

Unrestricted Assets: This category represents the net assets of the Borough, which are not
restricted for any project or other purpose. However, these funds may be internally designated
for specific projects or purposes in the fund financial statements.

In the governmental fund financial statements, reserves and designations segregate portions of
fund balance that are either not available or have been earmarked for specific purposes. As of
December 31, 2006, reservations of fund balance are described below:

Reserved for Inventory/Prepaid Expenses. These designations reflect non-current
resources so that they will not be considered as current available funds.
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Note 1.

Summary of Significant Accounting Policies (Continued)

Unreserved — Designated for Self Insurance. This designation reflects current resources
that have been set aside to be used for self insurance in the future.

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

Interfund Activity

Advances between fimds are accounted for in the appropriate interfund receivable and payable
accounts. Advances between funds which are not expected to be repaid are accounted for as
transfers. Interfund balances and transactions are eliminated in the government-wide financial
statements.

Exchange transactions, if any, between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Interfund transfers are
reported as other financing sources/uses in governmental funds and are shown separately as
transfers in proprietary funds.

Budgets and Budgetary Accounting

Annual budgets are adopted for the General Fund, Capital Projects Fund, Highway Aid Fund,
Capital Reserve Fund, Small Communities Fund, and the Water and Sewer Funds. The budgets are
prepared on a basis consistent with accounting principles generally accepted in the United States of
America. All appropriations lapse at year-end. There were no budget revisions during the year
ended December 31, 2006.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, and the disclosure of contingent assets and Habilities, if any, at the
date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental or business-type activity columns in the
statement of net assets. The same treatment also applies to proprietary fund financial statements.
Bond premium and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds using the straight line method. Bonds payable are reported net of the applicable bond
premium or discount and loss on refinancing. Bond issuance costs are reported as deferred charges
and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.
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Note 1.

Summary of Significant Accounting Policies (Continued)

Classification of Revenues

For proprietary funds, the Borough has classified its revenues as either operating or nonoperating
revenues according to the following criteria:

s Operating Revenues — Operating revenues include activities that have the characteristics of
exchange transactions, such as utility billings and penalties and late charges.

s Nonoperating Revenues — Nonoperating revenues include activities that have the
characteristics of non-exchange transactions (in which the Borough receives value without
directly giving equal value in return), such as contributions and grants and other revenues
that are defined as nonoperating revenues by GASB No. 9, Reporting Cash Flows of
Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use
Proprietary Fund Accounting and GASB No. 34, such as investment eamnings. In addition,
tap fees are considering non-operating because they are based on future capacity needs of
the utility systemn.

Pension Plans

The Borough offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan, available to all Borough employees, permits them
to defer a portion of their salary until future years. The deferred compensation is not available to
employees until termination, retirement, death, or unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts, property, or rights are held in trust for the
exclusive benefit of participants and their beneficiaries. The assets will not be diverted to any
other purpose. The Borough has a duty of due care that would be required of ant ordinary prudent
investor.

See Note 10 for details of the Borough’s police and non-uniform defined benefit pension plans, and
Note 11 for the Authority’s defined benefit pension plan.

Compensated Absences/Vision Benefits

Liability for compensated absences is accounted for in accordance with the provisions of the
GASB, which require entities to accrue for employees’ rights to receive compensation for vacation
leave, or payments in lieu of accrued vacation or sick leave, as such benefits are earned and
payment becomes probable.

Under terms of the Borough's employment agreements, employees are granted vacation, personal,
and sick leave in varying amounts. Vacation and personal time must be used during the calendar
year for all employees and cannot be carried over. Upon retirement from the Borough, non-
uniformed employees and police are reimbursed for accumulated sick leave in accordance with
personnel policies. Under terms of the Borough’s employment agreements, employees are granted
vision benefits in varying amounts. Upon retirement from the Borough, all employees are
reimbursed for accumulated vision benefits in accordance with personnel policies.

Under the terms of the Authority’s employment agreements, full-time employees are granted
vacation leave after completing twelve months of employment. The amount of vacation days
awarded is based on the number of continuous service years. Vacation is awarded to employees on
their anniversary dates, rather than the year-end of the Authority. With few exceptions, employees
may not accumulate any unused vacation leave.
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Note 1. Summary of Significant Accounting Policies (Continued)

The vesting method is used to account for sick leave and vision liabilities. In accordance with
GASB standards, no liability is recorded in the governmental fund financial statements and an
expenditure is recorded as payments are made. In the government-wide and proprietary fund
statements, the liability and expenses are recorded as earned.

Note 2. Cash and Investments
Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Borough’s deposits may not
be returned to it. The Borough does not have a written policy for custodial credit risk. As of
December 31, 2006, § 5,789,897 of the Borough’s bank balance of $ 6,202,386 was exposed to
custodial credit risk as follows:

Uninsured and uncoliateralized 3 0

Collateralized with securities held by the pledging financial
institution 0

Uninsured and collateral held by the pledging bank's trust
department but not in the College's name 3,789,897

$_ 5789.897

Included in the Governmental Activities investments on the statement of net assets is a certificate
of deposit at Adams County National Bank of $ 6,177, with a maturity of less than one year.
Included in the Fiduciary investments on the statement of fiduciary net assets is a certificate of
deposit at Adams County National Bank of $ 8,576, with a maturity of less than one year. Included
in the Business-Type Activities investments on the statement of net assets are certificates of
deposits totaling $ 3,000,000, with a maturity of less than one year. Both are considered a deposit
for purposes of this disclosure.

Investments

As of December 31, 2006, the Borough had the following business-type investments:

Credit Quality
Rating
(Standard
Maturities Fair Value and Poor's)
Blackrock Provident T~-Fund
(mutual fund) N/A 5 449647 AAAm

U. S. Treasury Note 2 years 631,721 N/A
GNMA [ Pool 3 years 36,134 N/A

$ 1.117,500
Interest Rate Risk

In accordance with the Trust Indenture, the Borough manages its exposure to decline in fair values
by limiting the maturity of individual investments to less than five years.
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Note 2.

Note 3.

Cash and Investments (Continued)

Municipal Pension Plans
Investments held by the trustees of the Borough'’s pension plans are as follows:

Total Fair
Value

Money Market Funds § 399,572
Mutual Funds 4,918,831

$ 5.318.403

These funds have no defined maturity dates, and can be liquidated on a daily basis.
Credit Risk

The Borough does not have a policy which limits investment in fixed income securities to a
particular credit quality rating. Approximately 41% of total mutual fund investments are fixed
income investments and of this amount, only a small portion of these funds are invested in bonds
that are given a credit quality rating. However, where the ratings apply, most have received a
rating of AAA or better.

Taxes Receivable and Deferred Revenues

Property taxes are levied on March 1 for the tax year. Taxes are payable at a 2% discount if paid
before May 1 and at a 10% penalty if paid after the due date of June 30. Outstanding real estate
taxes are turned over to Adams County, which handles collections and placement of liens, if
necessary. Taxes are recorded as revenue by the Borough when received from the tax collector,
and accruals are recorded at year-end for taxes expected to be received within 60 days of
December 31 in accordance with the modified accrual basis of accounting. The Borough has
established an allowance for uncollectible taxes based on the evaluation of historical collections.
The total assessed valuation as of December 31, 20061s $ 116,378,723,

Taxes receivable in the fund financial statements consists of the following as of December 31,
2006:

Real Estate and Real Estate transfer kY 66,506
Per Capita 10,424
Earned Income 187,651
Occupational 8,249
Emergency Municipal Services Tax 25,255
Admission 7,865
Allowance for uncollectible accounts { 9,832)
Total taxes recejvable 5 296.118
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Note 4. Interfund Receivables and Payables and Transfers

Due from/to other fimds consist of the following as of December 31, 2006:

Due To Due From
Small Capital Capitol Highway Water nnd

General Communities  Projects Reserve Aid Sewer

Fund Fund Fund Fund Fund Fund Total
General Fund 5 o s 2 5 6498 § 03 3444 3 39,132 § 49,094
Capital Projects Fund 178 0 0 20,398 0 0 20,576
Capital Reserve Fund 122,000 0 ] 0 0 0 122,000
Total 8 122,178 § 208 6498 § 20,398 8 444 3 35,132 § 191670

At December 31, 2006, the General Fund owed the Capital Reserve Fund $ 122,000, including

$ 100,000 to pay back money borrowed to cover operating expenses. The Highway Aid Fund
owed the General Fund $ 3,444 for expense for fixing a creek wall in town. The Capital Projects
Fund owed the General Fund § 6,498 for fimess trail expenses. The Small Communities Fund
owed the General Fund § 20 for expense reimbursement. The Water and Sewer Fund owed the
General Fund $ 39,132 for salary, fuel and health insurance reimbursement.

Interfund operating transfers were as follows in 2006:

Transfer To Transfer From Amount
General Fund Small Communities Fund $ 44,061
General Fund Water Fund 50,000
General Fund Sewer Fund 50,000
Water Fund Sewer Fund 1,738
Debt Service Sewer Fund 162

In 2006, the Small Communities Fund transferred § 44,061 to the General Fund for approved
expense reimbursements (mortgage principle and interest} from CDBG grant funds. The Water and
Sewer Funds transferred $ 50,000 and § 50,000, respectively, to the General Fund for
administrative costs. The Sewer Fund transferred $ 1,738 to the Water Fund for expenses paid by
the water fund on behalf of the sewer fund. The Sewer Fund transferred $ 162 to the debt service
fund for expenses.
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Note 5. Capital Assets

Capital asset activity for the Borough consists of the following as of and for the year ended

December 31, 2006:

Governmental Activities:

Cost:

Land improvements

Infrastructure

Buildings and improvements

Machinery and equipment

Furniture and fixtures

Collections

Construction in progress
Total cost

Less accnmulated depreciation:
Land improvements
[nfrastructure
Buildings and improvements
Machinery and equipment
Furniture and fixtures

Total accumulated depreciation

Capital assets, net

Business-Type Activities:

Cost:

Land

Building and plant

Wells

Lift stations

Utility and general equipment

Construction in progress
Total cost

Less accumulated depreciation:
Building and plant
Wells

Lift stations
Utility and genera! equipment
Total accumulated depreciation

Capital assets, net

Beginning Ending
Balance Additions Retirements Balance

3 23,081 % 312,590 § 0 3% 335,671
4,533,772 0 0 4,533,772
5,083,180 3,208,732 ( 50,000) 0,141,312
1,486,048 24977 ( 5,102) 1,505,923
84,900 0 0 84,900

14,150 0 0 14,150
2,588,242 1,075,856 ( 3,590,975} 73,123
14,713,373 4,622,155 ( 3,646,077) 15,689,451

( 10,248} { 10,500) 0 ( 20,748}
( 3,337,812) { 187,827) 0 ( 3,525,639)
( 1,309,091) ( 165,357) 50,000 ( 1,424,448)
( 1,146,786) ( 78,666) 2,828 ( '1,222,624)
{ 77.558) ( 5,607) 0 ( 83,165)
( 5,881,495) { 447 957) 52,828 ( 6,276,624)
$ 8,831,878 3% 4,174,198 (8  3,593,249) § 9,412 827
b 103,782 § 0D 3 0 3% 103,782
20,436,521 772,975 0 21,209,496
1,414,738 0 0 1,414,738
775,711 0 0 775,711
28,309,202 5235417 ( 40,025) 33,504,394
862,451 382,643 ( 880,330} . 364,744
51,902,405 6,391,035 ( 920,375) 57,373,065

( 0,200,843) { B07,360) 0 ( 10,008,403)
{ 690,336) ( 56,589) 0 ( 746,945)
{ 255,058 ( 30,498) 0 ( 285,556)
{ 10,863,527) ( 742,129) 40,025 ( 11,567,631)
( 21,011,784) ( 1,636,776) 40,025 ( 22,608,535)
$ 30,890,621 §$ 4,754,239 (% 880,350) § 34,764,530
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Note 5. Capital Assets (Continued)

Accumulated costs attributable to projects included in “Construction-in-Progress” at December 31,

2006 are as follows:
Governmental Business-Type
Activities Activities

Baltimore/Railroad Street Meters 3 31,300 § 0
Fitness Trail 5,817 0
REDDI Project 36,006 0
York Water Pipeline 0 29,545
Locust Street Project 0 22,843
Water Meters 0 121,277
Act 537 Plan 0 191,079

5 73,123 % 364,744

Depreciation expense for the year ended December 31, 2006 was charged as follows:

Governmental Business-Type
Activities Activities

General Government 5 61,181 § 0
Public Safety 19,458 0
Highways 231,824 0
Parking 105,374 o
Culture and Recreation 30,120 0
Sewer 0 635,895
Water 0 1,000,881

B 447,957 § 1,636,776
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Note 6. Mortgages Receivable

The following is a summary of changes in mortgages receivable for the year ended December 31,

2006:
Beginning Ending Accrued Current  Long-term
Balance Additions Reductions  Balance Interest Portion Portion
Mortpages receivable
(A} Fahnestock ¥ 96,000 % 0% 0 % 56000 § 22422 § 0 % 96000
(B) Scottered Sites 3rd Mortgaze 59,718 0 0 59,718 4,429 0 59,718
{C) Scattered Sites'4th Mortgage 150,000 0 0 150,000 10,500 0 130,000
(D) Scattered Sites 5th Mortgage 40,000 0 0 40,000 2,800 0 40,000
Subtotal - bonds and notes 345,718 0 0 345,718 40,151 0 343,718
Allowante for uncollectible accounts ( 249718) 0 0 ( ‘ 249.718) ( 17.729) 0 (__245718)
Net mortgages receivable 3 96000 § 0 3 0 5 96000 § 22422 § 0 5 96,000

(A) Fahnestock - On December 31, 1985, the Fahnestock Associates L.P. signed a promissory note
to pay the Borough principal of $ 96,000 with an interest rate of 1% per annum aceruing and
payable on December 31, 2010,

(B) Scattered Sites 3rd Mortgage - On January 6, 1993 Gettysburg Scattered Sites Associates
entered into a mortgage with the Borough. The principal amount of § 44,235 was raised to
$ 59,718 on July 28, 1999 and accrues interest at a rate of 1% per annum. All payments of
principal and interest are deferred until the low-income housing project is sold and to the
extent that funds are available after repayment of prior liens.

(C) Scattered Sites 4th Mortgage - On January 6, 1993 Gettysburg Scattered Sites Associates
entered into a mortgage with the Borough. The principal amount of § 150,000 accrues interest
at a rate of 1% per annum. All payments of principal and interest are deferred until the low-
income housing project is sold and to the extent that funds are available after repayment of
prior liens. Accrued interest as of December 31, 2006 totaled $ 21,000 with interest through
December 31, 1999 totaling § 10,500 being forgiven.

(D) Scattered Sites 5th Mortgage - On January 6, 1993 Gettysburg Scattered Sites Associates
entered into a mortgage with the Borough. The principal amount of $ 40,000 accrues interest
at a rate of 1% per annum. All payments of principal and interest are deferred until the low-
income housing project is sold and to the extent that funds are available after repayment of
prior liens. Accrued interest as of December 31, 2006 totaled § 2,800 after the accrued interest
was rolled into principal during 1999.

For the 3%, 4™, and 5™ Scattered Sites Mortgages, an allowance for uncollectible accounts has been
established for the entire amount of the mortgage and interest receivable because it is probable that
the Borough will not receive these funds.

The following shows the future receivable payments for the Fahnestock mortgage:

Faknestock
Year Principal  Interest

2010 F 96,000 § 27,254
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Note 7. Short-term Debt

On January 13, 2006, the Borough acquired a Tax Revenue Anticipation Note from Adams County
National Bank in the amount of § 350,000 at a rate of 6.00% due on June 1, 2006. The Borough
District paid the note by December 31, 2006.

Beginning Ending
Balance Additions Deletions Balance

h 0 5 350,000 (% 350,000y % 0

Note 8. Long-term Liabilities

The changes in long-term liabilities during the year ended December 31, 2006 were as follows:

Beginning Ending Current Long-term
Balance Additions Reiductions Balance Portion Partion
Governmentsl Activities:
Honds and notes payable
{A) 2000 GO Note b 61,873 % 0(% 61,458) § 415 % 415 & 0
(B} 2004 GO Bond 1,940,000 0 255,000} 1,685,000 265,000 1,420,000
(C) 2004 GO Note 156,398 0 ( 36,813) 119,585 3R,408 BL177
(D) 2006 GO Note 0 802,014 0 802,014 h} 802,014
Bond Discount { 21,952) 0 5,179 ( 16,773) { 2,870% ( 13,894)
Subtotal - bonds and notes 2,136,319 B02,014 ( 348,092) 2,590,241 300,944 2,280.207
(E) Breckenridge Loan payable 50,000 0 50,000) 1] 0 0
Compensated absences/vision benefit 344,111 53,561 ( 64,083} 333,589 49958 283.631
Totnl long-term Linbilities $ 2530430 § BS55575 (8 462,175} § 2923830 5 350502 $ 2572028
Business-Type Activities:
Bonds and notes payable
(Fy 2002 Water revenue bonds £ 975000 % 0 (% 2300000 § 745000 5 240,000 $ 505,000
Unamortized bond discount ( 15,476) 0 5,841 ( 9,635) { 4,650} ( 4.985)
950,524 [ 224,15%) 735,365 235,350 500,015
(G) 2002 Sewer revenue bonds 1,885,000 0 (  450,000) 1,435,000 465,000 970,000
Unamertized bond discount ( 30,127 0 11,427 ( 18,700} { 9,066} ( 9,634)
1,854,873 g ( 438,573) 1,416,300 455,934 960,366
(H) 2004 A GO Bonds - Sewer 1,850,000 0 ( 15,0009 1,835,000 15,000 [,820,000
Other bond related costs { 42,272) 4] 7292 ( 34.980) 7543 ( 42,523)
1,807,728 0 { 7,708) 1,800,020 22543 1,777,477
(I) 2004 B GO Bonds - Water 4,950,000 0 { 163,000) 4,785,600 165,000 4,620,000
Other bond refated costs { 115,778) 0 11,291 { 104,487} 30,104 ( 134,591}
4,834,222 0 ¢ 153,709) 4,680,513 195,104 4,485,409
Taotal long-term linhilities F 9,456,347 % 0 (3 B24149) § 8,632,198 $ BO8R3l F 7,733,267
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Note 8. Long-term Liabilities (Continued)
Bond, Noies, and Loans Payable

(A) General Obligation Note -~ 2000 - On December 15, 2000, the Borough issued a General
Obligation Note in the principal amount of § 250,000 to fund the construction of a community
building. Semiannual installments of § 16,173 are due April 1 and October 1 through
October 1, 2011; the interest rate is fixed at 5.25%.

(B) General Obligation Bond - Series of 2004 - On March 15, 2004, the Borough issued General
Obligation Bonds in the principal amount of § 2,485,000 to currently refund the General
Obligation Bonds - Series of 1999. Annual installments varying from $ 245,000 to § 300,000
are due through October 1, 2012; fixed interest rates vary from 1.00% to 3.20%.

(C) General Obligation Note — 2004 — On September 15, 2004, the Borough issued a General
Obligation Note in the principal amount of § 192,000 to fund the purchase of parking meters
and a street sweeper. Semiannual installments of § 21,413 are due April 1 and October 1
through October 1, 2009; interest rates are variable — 70% of prime, but not greater than 4%.

(D) General Oblipation Note — 2006 — On February 1, 2006, the Borough issued a General
Obligation Note in the principal amount of § 1,000,000 to fund the restoration of the train
station. As of December 31, 2006, the Borough had drawn § 802,014 on this Note.
Semiannual interest payments are due February 1 and August 1 through February 1, 2008
when the principal is due in full; the interest rate is fixed at 7.25%.

(E) Breckenridge T.oan — On August 29, 2003, the Borough received a Mortgage Note from
Adams County in the principal amount of $ 50,000 to provide funds for the purchase of
property at 117 Breckenridge Street, Gettysburg, Pennsylvania. The purpose of the purchase
was to refurbish the house and sell it to a qualified buyer. The mortgage was paid in full
when the house was sold during 2006.

(F) Guaranteed Water Revenue Bonds — Series 2002 — In 2002, the Authority issued water
revenue bonds in the principal amount of § 1,780,000. Annual installments varying from
$ 145,000 to § 260,000 are due through Qctober 2009, interest ranging from 1.75% to 3.90%.

(G) Guaranteed Sewer Revenue Bonds — Series 2002 — In 2002, the Authority issued sewer
revenue bonds in the principal amount of § 3,445,000. Annual installments varying from
$ 295,000 to § 490,000 are due through October 2009, interest ranging from 1.75% to 3.90%.

(H) General Obligation Bond - Series of 2004A - On May 15, 2004, the Borough issued General
Obligation Bonds in the principal amount of § 1,880,000 to currently refund the Guaranteed
Sewer Revenue Bonds - Series of 1998 of The Gettysburg Municipal Authority. Annual
installments varying from $ 10,000 to § 565,000 are due through October 1, 2013; fixed
interest rates vary from 2.40% to 3.60%.

() General Obligation Bond — Series of 2004B -- On May 15, 2004, the Borough issued General
Obligation Bonds in the principal amount of $ 5,250,000 to advance refund the Guaranteed
‘Water Revenue Bonds — Series of 1999 of The Gettysburg Municipal Authority. Annual
installments varying from $ 145,000 to $ 575,000 are due through October 1, 2018; fixed
interest rates vary from 2.40% to 4.10%.
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Note 8. Long-term Liabilities (Continued)

The following is a schedule by years and in the aggregate of future minimum debt principal and
interest payments required at December 31, 2006:

Governmental Activities:

2007
2068
2009
2010
01
2012

Governmental Activities

Business-type Activities:

2007
008
2009
mno
i
M22ni6
Mi7-2118

Note 9.

2000 GO Note 2004 GO Bond 2004 GO Note 2006 GO Naie Talal
Principal Interest Prinetpal Inierest Principal Inlerest Principal Interest Principal Interest
§ 415 § 0 5 265000 § 42878 § 38408 S 44517 § 03 58,146 3 303,823 § 105,441
i} 0 215,000 38,240 39,960 2,856 802,014 4,346 1,116,974 45052
0 0 270,000 12,466 41,117 1,251 0 0 mag 1B
i i} 285,000 35,986 i [t 0 0 285,000 25986
0 0 295,000 18,260 0 [t 0 il 205,000 18,250
0 ] 295,000 9,440 0 b 0 g 295,000 9440
§ 4i5 § 0 5 1685000 § i67,00 § 119,585 3 8.5 § 802014 § 62592 5 2607014 § 238,826
Business-type Activities
2002 Water Bond 2002 Sewer Bond 1004A GO Bond B Go Bond Total
Principal Interest Principal Interest Principat Inderest Prineipal Interest Principal Interest
240000 § 21366 § 465000 3 52680 § 15600 8 59788 % 165,000 § 170,528 § 885,000 § 310362
' 245,000 19,206 430,000 36,870 15,000 59,338 175,000 165,578 915,000 280,992
260,000 10,140 450,000 19,110 20,000 58,978 180,000 161,378 950,000 249,606
o 0 0 0 §35,000 58,278 430,000 155,078 985,000 213356
i 0 0 0 350,000 42,228 465,000 141,578 ‘ 1,015,000 183,805
i 0 H 0 700,000 212 2,365,000 455,250 3,265,000 484,502
] 0 1] I 0 0 785,000 24413 785,000 24415
3 745,000 § 56712 5 1435000 § 108660 S ©B3ISOO0 § 307822 § 4785000 5 1273B45 3 BB00000 5 1,747.019
Operating Leases

There are three operating leases associated with the Borough. The Borough is the lessee for land
with PNC bank and is the lessor of two leases for property the Authority owns at the
communication towers.

Lease Expense

The Borough entered into a long-term land lease with PNC Bank, N.A. Beginning on November 1

1990, the Borough began paying a moenthly rental payment of $ 1,200 for ten years. For years
eleven through twenty-five, the Borough pays § 1,700 per month. Subsequently, the lease is
renewable for an additional fifteen years at § 2,250 per month through October 31, 2030.

The scheduled lease commitments are as follows:

2007
2008
2009
2010
2011
2012-2015

20,400
20,400
20,400
20,400
20,400

81,600

p

183,600

The Authority leases space to AT&T Wireless for a communications tower. The lease began in
2002 for a five year term, automatically renewing for five additional five year terms unless AT&T
notifies the Authority of their intent not to renew at least six months prior to the expiration date of
the current term. Rental income totaled $ 22,960 for this lease in 2006. Beginning in year two,
and each year thereafier, the annual rental payment increases by three percent over the previous

year’s rent.
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Note 9. Operating Leases (Continued)

The Authority also leases space to Verizon Wireless for a communication tower. The lease began
in 2006 for a five year term, antomatically renewing for five additional five year terms unless
Verizon Wireless notifies the Authority in writing of their intent not to renew at least ninety days
prior to the expiration date of the existing lease. Rental income totaled $ 2,797 in 2006. The lease
amount will be the same for each 5 year term, but will increase when the contract is renewed.

Minimum rental income for this lease for the next five years is as follows:

2007 $ 44,049
2008 : 44,758
2008 45,489
2010 46,242
2011 47,221

§ 227,759

Note 10. Employee Retirement Systems

The Borough of Gettysburg contributes to two smg]e employer defined benefit pension plans:
Police Pension Plan and Non-Uniformed Pension Plan.

A, Summary of Sienificant Accounting Policies

Basis of Accounting — The Borough of Gettysburg’s financial statements, in connection with its
pension plans, are prepared using the accrual basis of accounting. Plan member contributions
are recognized in the period in which the contributions are due. Employer contributions to
each plan are recognized when due and the employer has made a formal commitment to
provide the contributions. Benefits and refunds are recognized when due and payable in
accordance with the terms of each plan.

Method Used o Value Investments ~ Investments are reported at fair value. Short-term
investments are reported at cost, which approximates fair value. Securities traded on a national
or international exchange are valued at the last reported sales price at current exchange rates.
Investments that do not have an established market are reported at estimated fair value.

B.  Annual Pension Cost and Net Pension Obligation

The Borough’s annual pension cost and net pension obligation te the police pension plan and
the non-uniformed pensien plan were as follows as of and for the year ended December 31,

2006:

Police Non-Uniformed
Annual required contribution i 89,675 h 135,097
Interest on net pension obligation 0 0
Adjustment to annual required contribution 0 0
Annual pension cost 89,675 135,097
Contributions made 89.675 135,097
Increase in net pension obligation 0 0
Net pension obligation beginning of year 0 0
Net pension obligation end of year 3 0 b 0
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Note 10. Employee Retirement Systems (Continued)

Trend Information

Police Pension Plan

Non-Uniformed Pension Plan

Annual Percentage Net Annual Percentage Net
Year Ended Pension Cost of APC Pension Pension Cost of APC Pension
December 31, (APCY Contributed Obligation (APC) Contributed Oblipation
1998 5 10,068 100% 3 0 3 33,651 100% 5 0
1999 15,103 100% 0 56,345 100% 0
2000 0 100% 0 61,756 100% 0
2001 0 100% ] 77,277 100% 0
2002 0 100% 4] 91,121 100% 0
2003 0 100% 0 92,579 100% 0
2004 15,918 100% o 123,411 100% 0
2005 53,058 100% 0 141,064 100% 0
2006 89,675 100% 0 135,097 100% 0

The information presented was determined as part of the actuarial valuations at the dates
indicated. Additional information as of the latest actuarial valuation follows.

Police Pension Plan

Non-Uniformed
Pension Plan

Valuation Date:
Actuarial Cost Method:

Amortization Method

Remaining Amortization Period

Asset Valuation Method

Actuarial Assupmtions:
Investment rate of return *
Projected salary increases *

* Included Inflation at Cost-of-
Living Adjusments

C. Plan Descriptions and Funding Policies
Membership of the plans consisted of the following at January 1, 2005, the date of the latest

actvarial valuation;

Retirees and beneficiaries receiving benefits
Terminated plan members entitled to but not

yet receiving benefits
Active plan members
Totals
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01/01/05

Entry age normal

NfA - No Unfunded
Actuarial Accrued Liability

N/A

Market Value

7.5%
5.0%

3.0%

Police

01/01/05
Entry age normal
Level Dollar
Equivalent Single
Amortization Period

Market Value

7.5%
5.0%

None

Non-Uniformed



Note 10. Employee Retirement Systems (Continued)
Police Pension Plan

Plan Description — The Plan is a single-employer defined benefit pension plan that covers all
full-time members of the police force. The plan provides retirement benefits as well as death
benefits. If a participant is eligible for retirement, a death benefit is payable. Employees are
entitled to an annual cost-of-living increase not to exceed 4% per year. The plan is established
and administered by the Borough through trust agents (local banks).

Funding Policy — Plan members are not required to contribute to the plan. The State is
required to contribute at an actuariaily determined rate. The Borough is responsible for
contributing funds after accounting for the state contribution in order to meet the minimum
municipal obligation for each year. The contribution requirements of the plan members and
the State are established and may be amended by the Borough and State legislature,
respectively. Administrative costs of the Police Pension Plan are financed through investment
earnings.

Non-Uniformed Pension Plan

Plan Description — The Plan is a single-employer defined benefit pension plan that covers all
full-time non-uniformed employees as of the first day of a participant’s employment. The plan
provides retirement, disability, and death benefits to plan members and their beneficiaries. The
plan is established and administered by the Borough through trust agents (local banks).

Funding Policy — Plan members are not required to contribute to the plan. The State is
required to contribute at an actuarially determined rate. The Borough is responsible for
contributing funds after accounting for the state contribution in order to meet the minimum
municipal obligation for each year. The contribution requirements of the plan members and
the State are established and may be amended by the Borough and State legislature,
respectively. Administrative costs of the Non-Uniformed Pension Plan are financed through
investment earnings.

Fi inanc.fal Statements

The following are financial statements as of December 31, 2006 for the individual pension plans
maintained by the Borough:

Police Non Uniformed Total
STATEMENT OF FIDUCIARY NET ASSETS
PENSION TRUST FUNDS
ASSETS
Cash and cash equivalents $ 225,078 3 174,494 b 399,572
Investments 3,686,345 1,231,986 4 918,831
Accrued income 4,329 1,871 6,200
Tota] assets 5 3,916,252 b 1,408,351 $ 5,324,603
NET ASSETS
Held in trust for:
Emloyees' pension benefits § 3916252 § 1,408,351 § 5,324,603
Total net assets ' 3 3,916,252 $ 1,408,351 b 5,324,603
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Note 10. Employee Retirement Systems (Continued)
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

PENSION TRUST FUNDS
Police Non Uniformed Total
ADDITIONS
Contributions )
Employer $ ¢ 8 51814 % 51,814
Employer - state funded 89,675 83,283 172,558
Total contributions 89,675 135,007 224,772
Investment income
Net appreciation (depreciation) in fair value of
investments and gains (loss) on sale of investments 239,423 89,873 329,296
Interest, dividends, and other 89,615 29,352 118,967
Total investment income 329,038 119,225 448,263
Less investment expenses:
Fiduciary fees { 19,984) ( 607 ( 26,691)
Total net investment income 309,054 112,518 421,572
Total additions 398,729 247,615 646,344
DEDUCTIONS
Benefit payments 126,284 28,355 154,639
Administrative expense 13,286 14,515 27,801
Total deductions 139,570 432,870 182,440
Change in net assets 259,139 204,745 463,904
NET ASSETS
Beginning 3,657,003 1,203,606 4,860,699
Ending 3 3,916,252 b 1,408,351 b 5,324,603

Note 11. Authority Pension Plan

All full-time employees of the Authority who have completed three years of service at any March
1% are eligible to participate in the plan. Participants are eligible for retirement benefits at age 62.
Accrued benefits are 100% vested after ten full years of service. The pension will be 38% of the

participant’s final compensation with the amount being reduced by 1/26" for each year of service

at age 62 less than 26 years.

The single-employer defined pension benefit trust fund, administered by PNC Advisors, is not
included in these financial statements. The Authority’s policy is to fund normal service cost
currenily. Prior service costs are being amortized and funded through 2018. For December 31,
2006the normal service cost, based on 6.538% of payroll, and the amortized prior service cost
amounted to a required minimum contribution of $ 83,220. A total of $ 83,220 was contributed to

the plan for 2006. '
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Note 11.

Note 12.

Authority Pension Plan (Continued)

The entry age normal cost is the actuarial method being used. An assumed annval rate of return of
6.5% and annual salary increases of 3.5% are used to determine the actuarial value of the accrued
liability and assets available in the plan.

A summary of the plan’s accumulated benefits and assets as of June 1, 2006 (the most recent
actuarial valuation) are as follows:

Actuarial accrued liability § 1,024,863
Actuarial value of assets fair market value { 726,297)
Unfunded actuarial acerued liability 5 298,566

The following table provides an analysis of funding progress for the last three years:

Annual
Plan Year Required Actual Percentage
Fnded Contribution Contribution Contribution
2004 b 67,374 5 67,374 100%
2005 87,009 87,009 100%
2006 83,220 83,220 100%

Risk Management

The Borough 1s exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The Borough
purchases commercial insurance coverage through the Capital Region Insurance Trust for these
types of losses, including workers’ compensation and employee health and accident insurance.
Settled claims resulting from these risks have not exceeded commercial insurance coverage in any
of the past three fiscal years. In addition, the Borough provides unemployment compensation
coverage through a risk pool sponsored by the Pennsylvania Association of Boroughs (PSAB).

The Borough is a member of the Capital Region Insurance Trust (CRIT). This trust consists of a
group of municipalities that have pooled their interests together in order to establish a self funded
ingurance plan in order to better control insurance rates. The Borough pays a prenmtium to CRIT
that consists of a portion for actual claim expenses, administrative costs, reinsurance costs and a
reserve account. At year end, the actual claims of the borough are reviewed and the reserve
account is used to fund any excess claims for the township over the premiums paid during the year,
If any funds remain in the reserve account, 30% of the total reserve balance could possibly be used
to fund claim overages of other municipalities. After these reconciliations are performed for all
municipalities, if there are any remaining claim overages for the trust, the reinsurance policy that is
purchased through the Pennsylvania Municipal Health Insurance Cooperative is used to pay the
claims. Therefore, the payment by the borough is limited to the premiums paid during the year.
Any potential refund of the reserve account is calculated and received by the Borough several
months after year end. Total payments by the Borough to CRIT during the year were § 342,221,
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Note 13.

Note 14.

Note 15.

Commitments and Contingent Liabilities

In 1998 the Borough entered into a trust indenture to issue § 55,030,000 of Gettysburg College
Revenue Bonds Series 1998A and 1998B. The Borough and the College then entered into a loan
and security agreement whereby the College agrees to pay the principal and interest on the bonds.
As security for the loans, a lien and security interest in the College’s unrestricted revenues has been
provided to the Borough. As of December 31, 2006, the remaining balance on these bonds is

$ 46,315,000. The lizbility and offsetting asset have not been reflected in the financial statements.

On February 16, 2005, the Borough entered into an option agreement to purchase tracts of land in
the Borough. This option agreement shall continue for a period of two years and six months and
will expire on August 16, 2007. The purchase price of the land is § 1,800,000 with an option fee of
$ 100,000 paid at the time of execution and delivery of the agreement. As of December 31, 2006,
this option has not been exercised. If this option is not exercised, the fee is non-refundable.

Subsequent Events

On January 5, 2007 the Borough issued a tax revenue anticipation note (TRAN) in the amount of
$ 350,000 in order to fund current operations, This note is due on December 31, 2007.

Restatement of Net Assets and Fund Balance

During the year ended December 31, 2006, the following changes were made to correct errors in
the December 31, 2005 net assets and fund balances:

Capital
Governmental General Projects
Activities Fund Fund
Net Assets and Fund Baolance as of December 31, 2005
originally reported b 6,836,468 (§ 33,991) § 222,385
(A) Add: Recognition of revenue for 2003 66,072 0 66,072
(B) Less: Correct revenue from 2003 ( B151)( 8,151) ¢
(C) Less: Recognition of expense for 2003 0 0 ( 26,549)
Net Assets and Fund Balance as of
December 31, 2005 - restated $ 6,894,389 (% 62,142} § 261,908
2005 change in net assets/fund balance - originally reported 5 858,498 (% 127,982) (§ 728,804)
REStaleEl.'IEIlT.S as detailed above 37,921 ( 8,151) 39,523
2003 change in net assets/fund balance - restated 5 916.419 (§ 136,133) (§ 689,281)

(A) Items that were expensed in 2005 for capital projects but no corresponding reimbursement
from TEA Grant was recorded.

(B) The receivable for fines receivable from 2005 that should have been recorded but were not
booked until 2006.

(C) Expenses for 2005 capital project additions that were not recorded until 2006.
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Actuarial
Valuation
Date

BOROUGH OF GETTYSBURG

REQUIRED SUFPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
Year Ended December 31, 2006

Actuarial Unfunded
Actuarial Accrued Actuarial
Value of Liability (AAL) Liability Funded
Assets - Entry Age AAL (UAAL) Ratio
(a) (1)} (b-a) (a/h)

Borough of Gettysburg Police Pension Plin

01/01/98
01/01/99
01/01/00
01/01/01
01/01/02
01/01/03
01/01/04
01/01/05
01/01/06

2942516 % 2,058,380 § (883,936) 142.9% §

3,609,145 2,317,121 §  (1,292,024) 155.7%
3,467,472 2,825,713 % (641,75%) 122.7%
3,593,049 3,182,611 § (410,438) 112.9%

Boroeugh of Gettysburg Non-Uniformed Pension Plan

01/01/98
01/01/99
01/01/00
01/01/01
01/01/02
01/01/03
01/01/04
01/01/05
01/01/06

5

590,359 § 731,473 % 141,114 80, 7% 3

736,507 905,708 169,201 81.3%
727,685 1,102,272 374,587 66.0%
1,073,123 1,339,689 266,566 80.1%
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Covered
Payroll
(€)

509,583
538,564
586,942

647,172

650,045
697,720
763,902

1,083,910

UAAL nsa
Percentage of
Covered
Fayroll
[{b-a}e]

-173.5%
-239.9%
-109.3%

-63.4%

21.7%
24.3%
49.0%

24.6%



BOROUGH OF GETTYSBURG

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For the year ended December 31, 2006

Original Final
Budget Budget Actual Variance
REVENUES
Taxes b 2,527,145 § 2474345 § 2,604,116 § 129,771
Licenses and permits 61,400 61,400 182,171 120,771
Fines and forfeits 292,000 292,000 293,191 1,191
Interest, rents and royalties 5,000 5,000 28,438 23,438
Rents 13,500 9,045 26,288 17,243
Intergovernmental 258,000 225,000 303,253 78,233
Charges for services 004,925 904,925 782,543 ( 122,382)
Donations from private sources 0 0 49,651 49,651
Miscellaneous ‘ 10,500 10,500 114,278 103,778
Total revenues 4,072,470 3,082,215 4,383,929 401,714
EXPENDITURES
Current;
General povernment 504,224 544,131 703,337 { 159,206)
Public safety 1,610,137 1,606,841 1,700,524 ( 93,683)
Health and welfare 17,250 24,050 23,656 394
Highways 804,947 686,329 624,039 62,290
Parking 438,357 438,357 425,136 13,221
Culture and recreation 395,260 393,260 346,701 48,559
Community development 33,160 50,400 83,423 ( 33,023)
Debt service 388,200 388,200 424,138 ( 35,938)
Total expenditures 4211,535 4,133,568 4,330,954 ( 197,386)
Excess {deficiency) of revenues over expenditures ( 139,065) ( 151,353) 52,975 204,328
OTHER FINANCING SOURCES (USES)
Proceeds from the sale of property 302,000 302,000 315,000 13,000
REDDI prant 100,000 100,000 0 ( 100,000)
GMA advance { 322.213) { 322.21%) 0 322,213
Transfers in 100,000 100,000 144,061 44,061
Transfers out ( 17,000} { 17,000} ] 17,000
Total other financing sources and uses 162,785 162,785 459,061 294,276
EXTRAORDINARY ITEM
Refund of earned income taxes 0 0 ( 118,952) ( 118.952)
Net change in fund balances 5 23,720 § 11,432 § 393,084 § 381,652
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