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TOWNSHIP OF HEMPFIELD
Management’s Discussion and Analysis
Required Supplementary Information (RSI)
December 31, 2018
This section of the Township of Hempfield’s (Township) financial report presents a narrative overview and
analysis of the Township’s financial performance for the year ended December 31, 2018. Please read this
Management’s Discussion and Analysis in conjunction with the accompanying financial statements and notes
which follow in order to obtain a thorough understanding of the Township’s financial condition at December
31, 2018.
FINANCIAL HIGHLIGHTS
The Township approved the sale of the Hempfield Township Municipal Authority to the Municipal Authority
of Westmoreland County (MAWC) in 2016. All operations of the Authority were transferred to MAWC in
2016 and the Township received final regulatory approval of the sale during 2017. As a result of the sale, the
Township receives a $1,500,000 cash payment each year through February 2036.
At the end of 2018, the Township had total bonds, loans and capital leases outstanding, net of premiums, of
$7,738,861.
The Township’s property tax rate remained at 3.0 mills for 2018. This was the 28th consecutive year that the
tax rate was at 3.0 mills.
The total earned income tax rate in the Township is 1%. This is equally split with the Hempfield School
District.
OVERVIEW OF THE FINANCIAL STATEMENTS
This overview is intended to serve as an introduction to the Township’s basic financial statements. The
Township’s basic financial statements are comprised of three components: 1) government-wide financial
statements; 2) fund financial statements; and 3) notes to the primary government financial statements. This
report also contains required supplementary information and supplementary information in addition to the
basic financial statements themselves.
Government-Wide Financial Statements
The two government-wide financial statements are designed to provide readers with a broad overview of the
Township’s finances, in a manner similar to a private-sector business. These statements report on the
Township’s net position and how it has changed.
The statement of net position presents information on all of the Township’s assets and deferred outflows of
resources and liabilities, with the difference reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the Township is improving or
deteriorating.
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Government-Wide Financial Statements (continued)
The statement of activities presents information showing how the Township’s net position changed during the
year. All changes in net position 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 future periods (e.g., receivables, OPEB,
pension liabilities and compensated absences.)
The government-wide financial statements distinguish functions of the Township 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 or charges (business-type
activities). The Township does not participate in functions that are intended to recover all or a significant
portion of their costs through user fees and charges (business-type activities). The governmental activities of
the Township include general government, public safety, public works, and culture and recreation.
The government-wide financial statements can be found on pages 3 through 5 of this report.
REPORTING THE TOWNSHIP’S MOST SIGNIFICANT FUNDS
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 Township, like other state and local government
agencies, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The Township reports only governmental funds and fiduciary funds.
Governmental Funds - Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, 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 year. Such
information may be useful in evaluating a government’s near-term financial requirements.
Because the focus of governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balance provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.
The Township maintained six governmental funds during 2018. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balance for the General Fund, Capital Reserve Fund, Bond Issue Fund, and Liquid Fuels
Fund which are considered major funds. The other governmental funds are the Light District Fund and the
Fire Capital Reserve Fund. Data from these other governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these other governmental funds is provided as supplementary
information.
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Fund Financial Statements (continued)
The Township adopts an annual appropriated budget for its General Fund and Liquid Fuels Fund. A
budgetary comparison statement has been provided for the General Fund and Liquid Fuels Fund to
demonstrate compliance with this budget.
The basic governmental fund financial statements can be found on pages 6 through 11 of this report.
Fiduciary Funds - Fiduciary funds are used to account for assets held in a trustee capacity. The Township’s
fiduciary funds consist of: the Pension Trust Fund, the OPEB Trust Fund, and the Third-Party Volunteer Fire
Department Fund.
Fiduciary funds are reported on the accrual basis of accounting whereas revenues are recorded when earned
and expenses are recorded when a liability is incurred.
The fiduciary funds financial statements can be found on pages 12 and 13 of this report.
Notes to Primary Government Financial Statements - The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund financial statements.
The notes to primary government financial statements can be found on pages 14 through 39 of this report.
Required Supplementary Information - This section of the report contains certain pension, other
postemployment benefit information and budgetary comparisons required by accounting principles generally
accepted in the United States of America. This information can be found on pages 40 through 45 of this
report.
Supplementary Information - In addition to the basic financial statements and accompanying notes, this report
also includes the combining statements referred to earlier in connection with the other governmental funds
and a budgetary comparison statement for the Liquid Fuels Fund.
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FINANCIAL ANALYSIS OF THE TOWNSHIP
As noted earlier, net position may serve over time as a useful indicator of a government agency’s financial
position. A condensed summary of the Township’s net position at December 31, 2018 and 2017 is as
follows:
2018
Assets
Current assets
Restricted assets
Other receivable
Investments
Capital assets, net of accumulated
depreciation

$

Total Assets
Deferred Outflows of Resources
Total Assets and Deferred
Outflows of Resources
Liabilities
Current liabilities
Non-current liabilities

10,975,306
571,992
20,150,250
5,632,873

$

Variance

10,602,629
1,417,791
20,150,250
6,159,861

$

372,677
(845,799)
(526,988)

13,057,480

12,568,385

489,095

50,387,901

50,898,916

(511,015)

1,805,486

1,741,362

64,124

$

52,193,387

$

52,640,278

$

(446,891)

$

1,532,639
41,993,133

$

1,303,445
41,966,023

$

229,194
27,110

Total Liabilities

43,525,772

Deferred Inflows of Resources

43,269,468

499,742

Net Position
Net investment in capital assets
Restricted
Unrestricted
Total Net Position
Total Liabilities, Deferred
Inflows of Resources,
and Net Position

2017

$

256,304

-

499,742

5,722,540
2,092,634
352,699

5,881,377
2,531,321
958,112

(158,837)
(438,687)
(605,413)

8,167,873

9,370,810

(1,202,937)

52,193,387

$

52,640,278

$

(446,891)

The decrease in total assets between 2018 and 2017 related primarily to the decrease in restricted assets and
investments due to spending on capital projects.
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A condensed summary of the Township’s change in net position for the years ended December 31, 2018 and
2017 is as follows:
2018
Program Revenues
Charges for services
Operating grants and contributions
Capital grant and contributions

$

1,263,089
713,228
1,592,356

2017
$

850,558
2,144,678
1,519,650

Variance
$

412,531
(1,431,450)
72,706

Total Program Revenues

3,568,673

4,514,886

(946,213)

General Revenues and Transfers
Taxes
Franchise fees
Investment earnings (losses)
Gain on disposal of capital assets
Interest on note receivable
Miscellaneous

9,952,775
828,484
(76,573)
28,660
687,576
132,654

9,629,554
864,918
84,031
18,974
233,215
68,947

323,221
(36,434)
(160,604)
9,686
454,361
63,707

11,553,576

10,899,639

653,937

15,122,249

15,414,525

(292,276)

Program Expenses
General government
Public safety
Public works
Culture and recreation
Insurance costs and benefits
Interest and long-term debt

2,403,103
2,011,745
9,117,585
1,216,728
1,354,474
221,551

1,930,300
1,356,090
6,492,047
1,117,279
3,329,840
250,639

472,803
655,655
2,625,538
99,449
(1,975,366)
(29,088)

Total Program Expenses

16,325,186

14,476,195

1,848,991

Total General Revenues and
Transfers
Total Program and General
Revenues

Change in Net Position

(1,202,937)

Net Position - Beginning - Restated
Net Position - Ending

938,330

9,370,810
$

8,167,873

(2,141,267)

8,432,480
$

9,370,810

938,330
$

(1,202,937)

The decrease in operating grants and contributions was due to a one-time private donation received in
2017 for parks and recreation capital spending. The decrease in insurance costs and benefits was due to a
$2,000,000 contribution to the OPEB trust fund during 2017.
The overall increase in general
government, public safety, public works, and culture and recreation is primarily due to the net pension
and OPEB liability adjustments.
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REVENUE SOURCES
Program revenues decreased between 2018 and 2017, with an overall decrease of approximately 21% due to
a decrease in private donations. Total general revenues of approximately $11.55 million were derived from
earned income taxes representing 51% of the total revenues and real estate taxes representing 14% of the total
revenues in 2018.
FINANCIAL ANALYSIS OF THE TOWNSHIP’S FUNDS
Governmental Funds - The focus of the Township’s governmental funds is to provide information on near
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
Township’s financing requirements. In particular, unassigned fund balance may serve as a useful measure of
a government agency’s net resources available for spending at the end of the year.
As of the end of 2018, the Township’s governmental funds reported combined ending fund balances of
$13,691,710.
The General Fund is the principal operating fund of the Township. At the end of the current year, the
unassigned fund balance of the General Fund was $3,315,381. As a measure of the General Fund’s liquidity,
it may be useful to compare the unassigned fund balance to the total fund expenditures. Unassigned fund
balance represents 25% of total General Fund expenditures.
GENERAL FUND BUDGETARY HIGHLIGHTS
During the year, actual General Fund revenues on the budgetary basis were above budgetary estimates by
approximately $132,000; expenditures were below budgetary estimates by approximately $819,000. The
excess of revenues over expenditures had a positive variance of approximately $951,000 (actual budgetary
basis versus budget).
A detailed budgetary comparison statement for the General Fund can be found on page 45 of this report.
DEBT ADMINISTRATION
Long-Term Debt - At the end of the current year, the Township had total bonds, loans and capital leases
outstanding of $7,738,861 (including $692,180 current portion, excluding the bond premium, compensated
absence and deferred compensation accruals).
A summary of the Township’s debt activity (excluding bond premium, compensated absences and deferred
compensation) in 2018 follows:

Beginning Balance, January 1, 2018
Additions
Repayments

$

8,247,450
4,105,000
(4,613,589)

Ending Balance, December 31, 2018

$

7,738,861

More detailed information about the Township’s debt activity can be found in Note 8 to the financial
statements.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES
The Township was selected as the location for a mini-casino. The casino is expected to open in July 2020
and represents an additional revenue stream for Hempfield Township. The Township anticipates that
much development in the area could occur as a result of the mini-casino. The Township continues to
make planned development a priority.
The Fiscal Year 2019 budget was developed and passed by the Board of Supervisors in a timely fashion.
The budget is a balanced budget with no increase in taxes. The budget continues to support the Volunteer
Fire Departments and includes additional road maintenance funding.
CONTACTING THE TOWNSHIP’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a
general overview of the Township’s finances and to demonstrate the Township’s accountability for the
money it receives. If you have questions about this report or need additional financial information, please
contact:
Jason Winters, Township Manager
Township of Hempfield
1132 Woodward Drive, Suite A
Greensburg, PA 15601
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TOWNSHIP OF HEMPFIELD
Statement of Net Position
December 31, 2018
Governmental
Activities
Assets
Current Assets
Cash and cash equivalents
Taxes receivable, net
Other receivables

$

8,898,876
1,868,239
208,191
10,975,306

Total Current Assets
Noncurrent Assets
Restricted escrow accounts
Restricted bond proceeds
Other receivable
Investments
Capital assets, not being depreciated
Capital assets, net of accumulated depreciation

75,019
496,973
20,150,250
5,632,873
957,559
12,099,921
39,412,595

Total Noncurrent Assets

50,387,901

Total Assets
Deferred Outflows of Resources
Deferred loss on refunding
Deferred outflows of resources related to net pension liability
Deferred outflows of resources related to net OPEB liability
Total Deferred Outflows of Resources
(continued)

See accompanying notes to the financial statements.
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309,205
821,689
674,592
1,805,486

TOWNSHIP OF HEMPFIELD
Statement of Net Position
December 31, 2018
(continued)
Governmental
Activities
Liabilities
Current Liabilities
Accounts payable
Accrued liabilities
Due to fiduciary fund
Due within one year
Interest payable

699,667
72,975
22,204
692,180
45,613
1,532,639

Total Current Liabilities
Noncurrent Liabilities
Compensated absences
Deferred compensation
Due in more than one year, net of unamortized premium
Escrow funds payable
Net other postemployment benefits liability
Net pension liability

480,262
235,358
7,139,733
1,991,465
30,060,612
2,085,703
41,993,133

Total Noncurrent Liabilities

43,525,772

Total Liabilities
Deferred Inflows of Resources
Deferred inflows of resources related to net pension liability

499,742
499,742

Total Deferred Inflows of Resources
Net Position
Net investment in capital assets
Restricted for
Capital projects
Parks and recreation
Fire protection
Light district
Liquid fuels
Unrestricted
Total Net Position

See accompanying notes to the financial statements.
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5,722,540
461,692
1,523,096
42,472
38,396
26,978
352,699
$

8,167,873

TOWNSHIP OF HEMPFIELD
Statement of Activities
Year Ended December 31, 2018

Expenses
Governmental Activities
General government
Public safety
Public works
Culture and recreation
Current insurance costs
and retiree benefits
Interest on long-term debt

$

2,403,103
2,011,745
9,117,585
1,216,728
1,354,474
221,551

Total Governmental Activities $ 16,325,186

Program Revenues
Operating
Capital
Charges for
Grants and
Grants and
Services
Contributions Contributions
$

30,714
807,996
23,696
400,683

$

$ 1,263,089

452,752
257,619
2,857

$

$

713,228

1,592,356
-

Net (Expense)
Governmental
Activities
$

$

(1,919,637)
(946,130)
(7,501,533)
(813,188)
(1,354,474)
(221,551)

1,592,356

(12,756,513)

General Revenues
Taxes
Property taxes, levied for general purposes
Light district taxes
Earned income tax
Business privilege tax
Local services tax
Other taxes levied for general purposes
Investment earnings (losses), net
Franchise fees
Gain on disposal of capital assets
Interest on note receivable
Miscellaneous income

1,648,423
59,617
5,834,743
555,554
981,461
872,977
(76,573)
828,484
28,660
687,576
132,654
11,553,576

Total General Revenues
Change in Net Position

(1,202,937)

Beginning Net Position

9,370,810

Ending Net Position

See accompanying notes to the financial statements.
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$

8,167,873

TOWNSHIP OF HEMPFIELD
Balance Sheet – Governmental Funds
December 31, 2018

General
Fund
Assets
Cash and cash equivalents
Receivables
Taxes (net)
Other receivables
Restricted cash
Investments
Due from other funds
Total Assets
Liabilities
Accounts payable
Other accrued liabilities
Due to other funds
Due to fiduciary funds
Escrow liabilities
Total Liabilities
Deferred Inflows of Resources
Unavailable revenue - taxes
Unavailable revenue - other receivable
Total Deferred Inflows of Resources

$

6,444,103

Capital
Reserve Fund
$

1,854,035
20,358,441
75,019
1,565,569
69,166

1,777,930

Bond
Issue Fund
$

4,067,304
-

-

Liquid
Fuels Fund
$

496,973
-

126,733

Other
Governmental
Funds
$

-

550,110

Total
Governmental
Funds
$

14,204
-

8,898,876
1,868,239
20,358,441
571,992
5,632,873
69,166

$

30,366,333

$

5,845,234

$

496,973

$

126,733

$

564,314

$

37,399,587

$

533,263
72,975
22,204
1,985,278

$

98,804
-

$

35,281
-

$

32,099
67,656
-

$

220
1,510
6,187

$

699,667
72,975
69,166
22,204
1,991,465

2,613,720

98,804

35,281

99,755

7,917

2,855,477

687,946
20,150,250

-

-

-

14,204
-

702,150
20,150,250

20,838,196

-

-

-

14,204

20,852,400

(continued)

See accompanying notes to the financial statements.
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TOWNSHIP OF HEMPFIELD
Balance Sheet – Governmental Funds
December 31, 2018
(continued)
General
Fund
Fund Balance
Restricted
Capital projects
Street lighting
Roads and bridges
Parks and recreation
Fire protection
Committed
Fire protection
Capital projects
Operating reserve
Unassigned

1,523,096
42,472

Total Fund Balance
Total Liabilities, Deferred Inflows
of Resources, and Fund Balance

Capital
Reserve Fund

$

-

2,033,468
3,315,381

5,746,430
-

6,914,417

5,746,430

30,366,333

Bond
Issue Fund

$

5,845,234

Liquid
Fuels Fund

461,692
461,692

$

496,973

$

See accompanying notes to the financial statements.
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Other
Governmental
Funds

Total
Governmental
Funds

26,978
-

38,396
-

461,692
38,396
26,978
1,523,096
42,472

-

503,797
-

503,797
5,746,430
2,033,468
3,315,381

26,978

542,193

13,691,710

126,733

$

564,314

$

37,399,587

TOWNSHIP OF HEMPFIELD
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
December 31, 2018
Total Fund Balance - Governmental Funds

$

13,691,710

Amounts reported for governmental activities in the statement of net
position are different because:
Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported as assets in governmental funds.

13,057,480

Taxes will be collected in future years but are not available soon enough to
pay for the current year's expenditures and, therefore, are treated as deferred
inflows in the fund statements.

702,150

The THTMA receivable will be collected in future years but is not available
soon enough to pay for the current year's expenditures and, therefore, is
treated as a deferred inflow in the fund statements.

20,150,250

The net pension liability, deferred outflows and deferred inflows of resources
are reflected on the statement of financial position, but are not recorded in the
fund statements.

(1,763,756)

The net OPEB liability and deferred outflows of resources are reflected on
the statement of financial position, but are not recorded in the fund
statements.

(29,386,020)

Long-term liabilities, including bonds payable, are not due and payable in the
current period and, therefore, are not reported as liabilities in the fund
statements. Long-term liabilities at year-end consist of:
Bonds and notes payable
Accrued interest payable
Deferred compensation
Compensated absences

(7,831,913)
(45,613)
(235,358)
(480,262)
(8,593,146)

Governmental funds do not report losses on the refunding of debt, as it is not
a current period expenditure, whereas these amounts are reported as a
deferred outflow and amortized in the statement of net position.
Total Net Position - Governmental Activities

See accompanying notes to the financial statements.
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309,205
$

8,167,873

TOWNSHIP OF HEMPFIELD
Statement of Revenues, Expenditures, and Changes in Fund Balance – Governmental Funds
Year Ended December 31, 2018

General
Fund
Revenues
Taxes
Licenses and permits
Fines and forfeits
Charges for services
Intergovernmental revenues
Interest, rent, and royalties
Donations
Miscellaneous
Total Revenues
Expenditures
General government
Public safety
Public works
Culture and recreation
Insurance costs and benefits
Miscellaneous
Capital outlays
Debt service
Principal
Interest
Bond issuance costs
Total Expenditures
Excess (Deficiency) of Revenues Over
Expenditures before Other Financing
Sources (Uses)

$

9,646,652
919,250
11,721
1,146,009
674,408
63,815
68,358
117,710

Capital
Reserve Fund
$

(171,373)
-

12,647,923

(171,373)

2,136,504
1,946,884
5,573,727
1,427,035
1,375,873
51,560
-

731,962
83,552
-

530,428
154,179
13,196,190

(548,267)

Bond
Issue Fund
$

-

7,003
-

Liquid Fuels
Fund
$

1,592,356
18,927
-

Other
Governmental
Funds
$

67,593
5,058
-

Total
Governmental
Funds
$

9,714,245
919,250
11,721
1,146,009
2,266,764
(76,570)
68,358
117,710

7,003

1,611,283

72,651

14,167,487

6,093
102,355
468,191

2,183,426
-

4,003
56,904
-

2,146,600
1,946,884
8,648,374
1,510,587
1,375,873
51,560
468,191

-

4,613,589
198,504
83,048

60,907

21,043,210

11,744

(6,875,723)

4,083,161
44,325
83,048

815,514

4,787,173

(986,887)

(4,780,170)

(continued)
See accompanying notes to the financial statements.
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2,183,426

(572,143)

TOWNSHIP OF HEMPFIELD
Statement of Revenues, Expenditures, and Changes in Fund Balance – Governmental Funds
Year Ended December 31, 2018

(continued)
General
Fund
Other Financing Sources (Uses)
Transfers in
Transfers out
Proceeds from sale of fixed assets
Proceeds from sale of component unit
Proceeds from bond issuance

Capital
Reserve Fund

Bond
Issue Fund

Liquid Fuels
Fund

Other
Governmental
Funds

Total
Governmental
Funds

(4,655,269)
30,409
1,500,000
-

4,655,269
-

4,210,534

-

-

4,655,269
(4,655,269)
30,409
1,500,000
4,210,534

(3,124,860)

4,655,269

4,210,534

-

-

5,740,943

Net Change in Fund Balance

(3,673,127)

3,668,382

(572,143)

11,744

(1,134,780)

Fund Balance - Beginning of Year

10,587,544

2,078,048

599,121

530,449

14,826,490

Total Other Financing Sources (Uses)

Fund Balance - End of Year

$

6,914,417

$

5,746,430

(569,636)
1,031,328
$

461,692

$

See accompanying notes to the financial statements.
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26,978

$

542,193

$

13,691,710

TOWNSHIP OF HEMPFIELD
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balance of
Governmental Funds to the Statement of Activities
Year Ended December 31, 2018
Net Change in Fund Balance - Governmental Funds

$

(1,134,780)

Amounts reported for governmental activities in the statement of activities are
different because:
Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and is reported as depreciation expense. This is the
amount by which depreciation exceeded capital outlays in the current year:
Capital outlays, net of disposals
Less: depreciation expense

1,676,252
1,187,157

489,095

Taxes will be collected in the future, but are not available to pay for the
current period's expenditures and, therefore, are treated as deferred inflows in
the fund statements.

238,526

Payments received on the note receivable from the sale of THTMA are
recorded in the fund financial statements when received. Only interest
income is recorded in the statement of activities.

(812,424)

Issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of principal consumes the current
financial resources of governmental funds. However, neither transaction has
any effect on net position. Also, governmental funds report the effect of
premiums, discounts, and similar items when debt is first issued, whereas
these amounts are deferred and amortized in the statement of activities.
Proceeds from bond issuance
Amortization of deferred charge on refunding and bond premium
Repayment of bond principal and capital leases

(4,210,534)
(40,591)
4,613,589

362,464

Interest on long-term obligations in the statement of activities differs from the
amount reported in the governmental funds because interest is recognized as
an expenditure in the funds when it is due, and thus requires the use of
current financial resources. In the statement of activities, interest expense is
recognized as the interest accrues, regardless of when it is due.

17,544

Pension and OPEB expenses are reported in the governmental funds as an
expenditure when payments are made or are due and payable. However, in
the Statement of Activities, expense is recorded based on changes in the net
pension and OPEB liabilities.

(434,358)

In the statement of activities, compensated absences and deferred
compensation are measured by the amounts earned during that year. In the
governmental funds, however, expenditures for these amounts are measured
by the amounts paid. This amount represents the difference between the
amount earned and the amount paid.

70,996

Change in Net Position of Governmental Activities
See accompanying notes to the financial statements.
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$

(1,202,937)

TOWNSHIP OF HEMPFIELD
Statement of Fiduciary Net Position – Fiduciary Funds
December 31, 2018
Pension
Trust
Fund
Assets
Investments
Due from other funds

$

Total Assets

11,352,633
-

$

11,352,633

Liabilities
Funds held in fiduciary accounts
Total Liabilities
Net Position
Held in trust for pension benefits
Held in trust for OPEB benefits
Total Net Position

OPEB
Trust
Fund
6,268,325
-

$

6,268,325

22,204

Total
Fiduciary
Funds
$

17,620,958
22,204

22,204

17,643,162

-

-

22,204

22,204

-

-

22,204

22,204

11,352,633
$

Agency Fund
Third-Party
VFD Fund

11,352,633

6,268,325
$

6,268,325

$

See accompanying notes to the financial statements.
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-

11,352,633
6,268,325
$

17,620,958

TOWNSHIP OF HEMPFIELD
Statement of Changes in Fiduciary Net Position – Fiduciary Funds
Year Ended December 31, 2018
Pension
Trust
Fund
Additions
Employer contributions

$

721,033

OPEB
Trust
Fund
$

1,152,001

Total
$

Total Contributions

721,033

Investment Income (Loss)
Interest, dividends and net
appreciation (depreciation)
in fair value of investment

(626,867)

(439,936)

(1,066,803)

(626,867)

(439,936)

(1,066,803)

94,166

712,065

806,231

718,453
52,107

1,152,001
26,967

1,870,454
79,074

770,560

1,178,968

1,949,528

Total Investment Income (Loss)
Total Additions
Deductions
Benefit payments, including refunds
Administrative expense
Total Deductions
Change in Net Position

1,152,001

1,873,034

(676,394)

Net Position - Beginning of Year
Net Position - End of Year

(466,903)

12,029,027
$

11,352,633

1,873,034

(1,143,297)

6,735,228
$

6,268,325

See accompanying notes to the financial statements.
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18,764,255
$

17,620,958

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity
The Township of Hempfield (Township) is a second-class township in Westmoreland County,
Pennsylvania formed in 1771. The Township is governed by a five member Board of Supervisors
(Board). The Township provides services in many areas to its residents, including various general
governmental services, public safety, highway maintenance, and culture and recreation.
The Board is the basic level of government which has financial accountability and control over all
activities related to the Township as described above. The Township receives funding from local,
state and federal government sources and must comply with the requirements of these funding source
entities. However, the Board is not included in any other governmental "reporting entity" as defined
by the GASB Statement No. 14 (as amended by GASB No. 34 and 61), “The Financial Reporting
Entity”. In addition, there are no component units required to be included in the Township's
reporting entity.
Government-Wide and Governmental Fund Financial Statements
The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the non-fiduciary activities of the Township. The effect of
interfund activity has been removed from these statements. Governmental activities, which normally
are supported by taxes and intergovernmental grants, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for services. The Township has no
business-type activities.
The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment is offset by program revenues. Direct expenses are those that are clearly identifiable with
a specific function or segment. Amounts reported as program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other revenue
sources not reported as program revenues are reported instead as general revenues.
Separate financial statements are provided for governmental funds and fiduciary funds even though
the latter are excluded from the government-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund financial statements.
Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the fiduciary fund financial statements. 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.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (continued)
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. For this purpose, the Township considers revenues to be
available if they are collected within 60 days of the end of the current year. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences, claims and judgments, other
post-employment benefits and pensions are recorded only when payment is due.
Property taxes, franchise taxes, licenses, and interest associated with the current year are all
considered to be susceptible to accrual and so have been recognized as revenues of the current year.
Only the portion of special assessments receivable due within the current year is considered to be
susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when cash is received by the Township.
The Township reports the following major governmental funds:
The General Fund is the principal operating fund of the Township which is used to account for all
financial transactions except those required to be accounted for in other funds.
The Capital Reserve Fund is a Capital Projects Fund which is used to account for committed funds
related to capital purchases and improvements.
The Bond Issue Fund is a Capital Projects Fund which is used to account for proceeds related to
the Township’s General Obligation Bonds, Series of 2010, Series of 2015 and Series of 2018.
The Liquid Fuels Fund accounts for state aid revenues (liquid fuels tax) used for building,
improving, lighting, and maintaining roads and bridges.
In addition, the Township reports the following other governmental funds:
Special Revenue Funds are used to account for the proceeds of specific revenue sources (other than
major capital projects) that are legally restricted to expenditures for specified purposes. Special
Revenue Funds utilized to account for those financial activities includes the Light District Fund.
The Light District Fund accounts for specific real estate tax proceeds designated for street lighting.
Capital Projects Funds are used to account for financial resources to be used for the acquisition of
major capital equipment or construction of major capital projects. In addition to those mentioned
above, the Fire Capital Reserve Fund is used to account for committed funds related to fire
protection.
Additionally, the Township reports the following fund types:
Trust and Agency Funds are used to account for assets held in a capacity as a trustee or as an agent
for other funds. The Pension Trust Fund and OPEB Trust Fund are classified as Expendable Trust
Funds. The Third Party VFD Fund is classified as an Agency Fund.
- 15 -

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Cash, Cash Equivalents, and Investments
The Township’s cash and cash equivalents include amounts in highly liquid investments, including
trusted assets, with an original maturity of three months or less when purchased by the Township.
State statutes authorize the Township to invest in obligations of the U.S. Treasury, commercial paper,
corporate bonds, and repurchase agreements.
Investments are stated at fair value, including the investments in the Pension and OPEB Trust Funds.
Interfund Activity in the Government-Wide Financial Statements
Activities between funds that are representative of lending/borrowing arrangements outstanding at
the end of the year are referred to as “due to/from other funds.” The effect of interfund activity has
been eliminated from the government-wide financial statements. Flow of cash or goods from one
fund to another without a requirement for repayment is reported as interfund transfers. Interfund
transfers are reported as other financing sources (uses) in the governmental funds.
Property and Earned Income Taxes
Property tax revenue and earned income tax revenue are recognized based on amounts levied to the
extent collected during the year. Earned income taxes are recognized as a receivable when the
obligation to pay the tax is incurred by the taxpayer (i.e., income subject to the taxes earned).
Uncollected property taxes and earned income taxes, reflected on the balance sheet as taxes
receivable, are offset by unavailable revenue on the governmental fund financial statements. Interest
and penalty charges accrued on unpaid taxes are recognized as revenue when received. Tax refunds
are charged against revenues when paid.
Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the governmental activities column in the
government-wide financial statements. Capital assets are defined by the Township as assets with an
initial, individual cost of more than $10,000 or an estimated useful life in excess of ten years. Such
assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized.
The property, plant, and equipment of the Township are depreciated using the straight-line
method over the estimated useful lives of the asset.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fair Value Measurements
The Township categorizes its fair value measurements within the fair value hierarchy established
by generally accepted accounting principles. The hierarchy is based on the valuation inputs used
to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are
significant unobservable inputs.
The Township has the following recurring fair value measurements as of December 31, 2018:


Mutual funds, corporate bonds, and equity stocks totaling $23,253,831 included in the
General Fund and the Pension and OPEB trust funds are valued using quoted market
prices (Level 1 inputs).

Compensated Absences
The Township’s union employees are entitled to certain compensated absences based on their length
of employment.
Township union employees may accumulate or carry over a maximum of an equivalent of ten
vacation days from one calendar year to the next and equivalent of five days of which shall be paid
at the rate of pay applicable to the year in which the vacation was earned. Sick leave may be
accumulated up to a maximum of one hundred twenty days.
Any sick days of union employees over one hundred-twenty days will be purchased by the
Township at 100% of the employees’ base rate at year end. The Township will purchase up to 120
days of accumulated sick leave for retirees at their effective date of retirement and shall be paid at
their base rate at the time of retirement.
Deferred Compensation
As a result of the 2016 sale of The Hempfield Township Municipal Authority (THTMA), the
Township assumed responsibility of a non-qualified deferred compensation agreement with a retired
employee of THTMA.
In the government-wide financial statement, deferred compensation is reported as a liability in the
applicable governmental activities statement of net position at the net present value of the total
amount to be paid, using a discount rate of 3% (the borrowing rate of the most recent bond issuance).
In the fund financial statements, governmental fund types recognize the amount currently due or paid
for deferred compensation as expense.
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 activities statement of net position. Bond
premiums and discounts are deferred and amortized over the life of the bonds. Bonds are reported
net of the applicable bond premium or discount.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Long-Term Obligations (continued)
In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The net proceeds of debt
issued is reported as other financing sources. Premiums and discounts on debt issuances are
reported net of the face amount of bonds issued. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as debt service expenditures.
Deferred Outflows/Inflows of Resources
In addition to assets, the financial statements will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period and so will not be
recognized as an expense or expenditure until then. In addition to liabilities, the financial
statements will sometimes report a separate section for deferred inflows of resources. This
separate financial statement element, deferred inflows of resources, represents an acquisition of
net position that applies to a future period and so will not be recognized as revenue until then.
Fund Balance
In the governmental fund financial statements, fund balance is reported in categories based on the
level of constraint placed on the funds. These categories are as follows:
Non-spendable
Non-spendable is used to denote that portion of fund balance that is not in spendable form. The
Township does not have any non-spendable fund balance at December 31, 2018.
Restricted
Restricted is used to denote that portion of the fund balance that is limited in use due to
constraints on purpose and circumstances of spending that are legally enforceable by outside
parties.
Committed
Committed is used to denote that portion of the fund balance that is limited in use due to
constraints on purpose and circumstances of spending imposed by the Board of Supervisors
(Board). Board action to commit fund balance must occur within the reporting period, no later
than December 31. The Township has committed fund balance at December 31, 2018 for
capital projects, capital fire projects, and operating reserves.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Assigned
Assigned is used to denote that portion of the fund balance that represents the intentions of the
Township to use the funds for specific purposes. The authority to make assignments of fund
balance may only be made by the Board and remains in place until the Board releases the
assignments. The assignment cannot exceed the available fund balance in any particular fund.
The Township has no assigned fund balance at December 31, 2018.
Unassigned
This category includes the residual classification of the Township’s General Fund and includes
all spendable amounts not contained in other classifications.
Net Position
Net position is classified into three components. These classifications are defined as follows:
Net investment in capital assets - The net investment in capital assets component of net position
consists of capital assets net of accumulated depreciation, reduced by the outstanding balances of
any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets. Deferred outflows of resources and deferred
inflows of resources that are attributable to the acquisition, construction, or improvement of those
assets or related debt are also included in this component of net position. If there are significant
unspent related debt proceeds or deferred inflows of resources at the end of the reporting period,
the portion of the debt or deferred inflows of resources attributable to the unspent amount is not
included in the calculation of net investment in capital assets. Instead, that portion of the debt or
deferred inflow of resources is included in the same net position component (restricted or
unrestricted) as the unspent amount.
Restricted - This component of net position consists of restricted assets reduced by liabilities and
deferred inflows of resources related to those assets. Generally, a liability relates to restricted
assets if the asset results from a resource flow that also results in the recognition of a liability or if
the liability will be liquidated with the restricted assets reported. This component includes assets
restricted for pension and OPEB benefits in the fiduciary fund financial statements.
Unrestricted - This component of net position consists of the net amount of assets, deferred
outflows of resources, liabilities, and deferred inflows of resources that are not included in the
determination of net investment in capital assets or the restricted components of net position.
Use of Restricted and Unrestricted Resources
When both restricted and unrestricted resources are available for use, it is the Township’s policy
to use restricted resources first, then unrestricted resources as they are needed.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Budgets and Budgetary Accounting
An operating budget is adopted each year for the General Fund on the cash basis (budgetary basis)
as opposed to the modified accrual basis (GAAP basis). Budgeted revenues, expenditures, and
other financing sources and uses have been converted to the GAAP basis in the statement of
revenues, expenditures, and changes in fund balance - budget and actual for the General Fund.
The Township's fiscal year begins January 1 and ends December 31 of each year. The Township
uses the following procedures in establishing the budgetary data reflected in the financial
statements:
Notice that the proposed budget is being made available for public inspection is published in
a newspaper of general circulation.
Final action is not taken on the proposed budget until after at least twenty days of public
notice. The Board legally adopts the budget prior to December 31 each year.
Use of Estimates
Management of the Township has made a number of estimates and assumptions relating to the
reporting of assets, liabilities, deferred inflows of resources, deferred outflows of resources,
revenues, expenses, and the disclosure of contingent assets and liabilities to prepare these financial
statements in conformity with accounting principles generally accepted in the United States of
America (GAAP). Actual results could differ from those estimates.
NOTE 2 – CASH, CASH EQUIVALENTS, AND INVESTMENTS
Pennsylvania statutes provide for investment of governmental funds into certain authorized
investment types including U.S. Treasury bills, other short-term U.S. and Pennsylvania government
obligations, insured or collateralized time deposits, and certificates of deposit. The statutes do not
prescribe regulations related to demand deposits; however, they do allow the pooling of
governmental funds for investment purposes.
The deposit and investment policy of the Township adheres to state statutes and prudent business
practice. There were no deposit or investment transactions during the year that were in violation of
either the state statutes or the policy of the Township.
The following is a description of the Township’s deposit and investment risks:
Custodial Credit Risk - Custodial credit risk is the risk that, in the event of a bank failure, the
Township’s deposits may not be returned to it. The Township does not have a formal deposit policy
for custodial credit risk. At December 31, 2018, $8,646,603 of the Township’s bank balance of
$9,177,196 was exposed to custodial credit risk, which is collateralized in accordance with Act 72
of the Pennsylvania state legislature, which requires the institution to pool collateral for all
governmental deposits and have the collateral held by an approved custodian in the institution’s
name. These deposits have a carrying amount of $9,347,189 as of December 31, 2018.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 2 – CASH, CASH EQUIVALENTS, AND INVESTMENTS (continued)
In addition, cash and cash equivalents includes funds invested with PLGIT totaling $124,919.
PLGIT has the characteristics of a mutual fund whereby investors receive a proportional share
interest of each investment held in the name of the fund. Investments are collateralized by United
States Treasury Obligations as required by Act 72. The funds are invested with the primary
objective of preserving principal and has a AAAm rating from Standard & Poor’s. There are no
restrictions on withdrawals and no deposit requirements. In accordance with GASB Statement
No. 72, Fair Value Measurement and Application, these investments are valued at net asset value
per share.
Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect
the fair market value of the Township’s investments. The Township does not have a formal
investment policy that limits investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates. The Township’s investments in PLGIT and
other pooled investments are short-term with maturities of less than one year.
Credit Risk - The Township has no formal investment policy that would limit its investment
choices based on credit ratings by nationally recognized statistical rating organizations. PLGIT
has a rating of AAAm by Standard & Poor’s.
Below is a summary of cash and cash equivalents as of December 31, 2018:

Cash
PLGIT

$

Insured
530,593
-

Total

$

530,593

Bank Balance
Uninsured
$
8,646,603
124,919
$

8,771,522

$

Total
9,177,196
124,919

Carrying
Amount
$
9,347,189
123,679

$

9,302,115

$

9,470,868

Concentration of Credit Risk - The Township places no limit on the amount the Township may
invest in any one issuer.
Township deposits greater than five percent of total Township deposits were with the following
institutions at December 31, 2018:
First National Bank
S&T Bank

74.27%
24.09%

As of December 31, 2018, the Township had concentrations in the following investments in its
Governmental Funds:
Pittsburgh Foundation Legacy Fund Interm Invest Pool 14.88%
Pittsburgh Foundation Grantmaking Fund Invest Pool
12.38%
Putnam Convertible Securities
6.72%
The Pittsburgh Foundation investments can be distributed at the Township’s discretion.
minimum balance of $10,000 is required to remain invested in the funds.

- 21 -

A

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 2 – CASH, CASH EQUIVALENTS, AND INVESTMENTS (continued)
As of December 31, 2018, the Township’s investments reported in its governmental funds were
invested as follows:
Investment Type
Cash equivalents
Corporate bonds
Equity stocks
Mutual funds
Total Investments

Fair Market Value
$

43,904
1,019,473
2,625,431
1,944,065
5,632,873

$

Fiduciary Funds
The Pension Trust Fund is used to account for assets held by the Township in a trustee capacity
for future payment of retirement benefits to employees or former employees. The OPEB Trust
Fund is used to account for assets held by the Township in a trustee capacity for future payment
of other post-employment benefits to employees or former employees.
Credit Risk - The risk that an issuer or other counterparty to an investment will not fulfill its
obligations is called credit risk. The Trust Funds have formal investment policies, but these
policies do not limit its investment choices based on credit ratings by nationally recognized
statistical rating organizations.
Custodial Credit Risk - Custodial credit risk is the risk that in the event of the failure of the bank
or counterparty, the Trust Funds will not be able to recover the value of their deposits or
investments or collateral securities that are in the possession of an outside entity. The Trust
Funds’ money market cash funds (which are included in investments on the statement of fiduciary
net position) and investments in mutual funds are not exposed to custodial credit risk because
they are not evidenced by securities that exist in physical or book entry form.
Concentration of Credit Risk - The Township places no limit on the amount the Township may
invest in any one issuer. As of December 31, 2018, the Township had concentrations in the
following investments in its Fiduciary Funds:
Blackrock Global Allocation Fund
Putnam Convertible Securities
Vanguard International Growth Fund

8.07%
6.20%
5.23%

As of December 31, 2018, the Township’s investments reported in its trust funds were invested as
follows:
Investment Type
Cash equivalents
Corporate bonds
Equity stocks
Mutual funds
Total Investments

Fair Market Value
$

$
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399,721
4,735,736
5,239,313
7,246,188
17,620,958

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 3 – PROPERTY TAXES
Real estate taxes are based on assessed valuations provided by Westmoreland County (County) and
are levied on March 1. These taxes are billed and collected by an elected tax collector. Taxes paid
through April 30 are given a 2% discount. Amounts paid after June 30 are assessed a 10% penalty.
By January 15 in the year following the billing, uncollected balances are returned to the Tax
Claim Bureau of Westmoreland County, who collects and liens the delinquent real estate taxes on
behalf of the Township.
NOTE 4 – CAPITAL ASSETS
A summary of changes in capital assets during 2018 is as follows:
Beginning
Balance
Governmental Activities:
Capital assets, not being depreciated:
Land
Construction in progress
Capital assets, being depreciated:
Buildings
Land improvements
Equipment and vehicles
Infrastructure
Less accumulated depreciation for:
Buildings
Land improvements
Equipment and vehicles
Infrastructure
Capital assets being depreciated, net
Total Capital Assets, Net

$

198,045
570,713
768,758

Disposals/
Transfers

Additions

$

788,629
788,629

$

$
(599,828)
(599,828)

Ending
Balance

198,045
759,514
957,559

5,514,934
1,759,005
6,984,643
17,380,237
31,638,819

26,933
78,099
784,341
889,373

(162,362)
599,828
437,466

5,541,867
1,837,104
7,606,622
17,980,065
32,965,658

1,972,135
1,289,814
4,676,867
11,900,376
19,839,192

138,925
97,704
381,680
568,848
1,187,157

(160,612)
(160,612)

2,111,060
1,387,518
4,897,935
12,469,224
20,865,737

598,078

12,099,921

11,799,627
$ 12,568,385

(297,784)
$

490,845

$

(1,750) $ 13,057,480

Depreciation expense was charged to functions/programs of the Township as follows:
Governmental Activities:
General government
Public safety
Culture and recreation
Public works
Total
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$

$

93,759
27,294
111,600
954,504
1,187,157

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 5 – NOTE RECEIVABLE
On July 24, 2016, the Township approved the sale of The Hempfield Township Municipal
Authority (THTMA), a component unit of the Township, to the Municipal Authority of
Westmoreland County (MAWC). On this date, all operations of THTMA were transferred to
MAWC pending final regulatory approval of the sale. Final approval of the sale was granted in
December 2017.
At the time of the sale, the Township recorded a $30,000,000 note receivable. Annual payments
of $1,500,000 commenced during 2017 and are to be received through February 2036.
The annual payment is included in income for purposes of the fund financial statements.
For government-wide reporting, interest is imputed at 3.28%. The principal portion of the annual
payment reduces the outstanding note receivable and interest income is recorded in the statement
of activities.
NOTE 6 – INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
Interfund receivables, payables, and transfers at December 31, 2018 are summarized below:
Interfund
Receivables

Fund
Major Funds:
General
Liquid Fuels
Other Governmental
Fiduciary Funds
Total

$

$

69,166
22,204
91,370

Interfund
Payables
$

$

Transfers
In

Fund
Major Funds:
General
Capital Reserve Fund
Total

$
$

4,655,269
4,655,269

22,204
67,656
1,510
91,370
Transfers
Out

$
$

4,655,269
4,655,269

All due to/due from amounts are expected to be liquidated within the next year.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 7 – DEVELOPERS’ ESCROW AND FIRE INSURANCE ESCROW
The Township has agreed to accept responsibility for additional streets and roads constructed by
developers. As a condition thereto, the developer is required to deposit with the Township monies
to be used by the Township in the payment of engineering and inspection of the infrastructure.
After completion of the streets and roads by the developer and acceptance by the Township,
remaining monies shall be returned to the developer. In the event that the initial deposit is
insufficient, the developer, at the request of the Township, will deposit additional funds to
defray such costs and expenses. At December 31, 2018, the Township has received cash which
is offset by an escrow liability for the escrow funds related to fees, advanced inspection fees,
excess weight permits, and subdivision and land development review.
The Township also requires developers to deposit funds for storm water management and land
disturbance review.
Commencing in the year ended December 31, 1994, the Township required developers to post
with the Township either a bond or cash as financial security for construction of storm water
systems. Upon completion of the project and acceptance by the Township, these financial
securities will be returned to the developer.
On June 10, 1996, the Township supervisors approved the Fire Insurance Escrow Act.
According to the Act, any property damaged by fire will have $2,000 of every $15,000 of
insurance proceeds placed in an escrow account. When the property is repaired or properly
demolished, the monies will be returned to the owner.
A summary of escrow funds as of December 31, 2018 were as follows:
Advanced Inspection Fees
Excess Weight Permits
Subdivision and Land Development
Storm Water Management
Developers
Fire Insurance
Light District Developers

$

$
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80,273
258,247
215,669
798,377
598,662
34,050
6,187
1,991,465

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2018
NOTE 8 – LONG-TERM DEBT
Long-term liability activity for the Township for the year ended December 31, 2018 was as
follows:
Beginning
Balance
Notes and Bonds
Premium on Bonds
Capital Leases
Net Pension Liability
Net OPEB Liability
Compensated Absences
Deferred Compensation

$

7,794,000
453,450
3,238,651
28,880,815
529,859
256,757

Total Governmental Activities $ 41,153,532

Additions

Ending
Balance

Reductions

Due Within
One Year

$ 4,105,000 $ 4,469,000
105,534
12,482
144,589
(556,462)
596,486
2,331,798
1,152,001
261,372
310,969
21,399

$

7,430,000
93,052
308,861
2,085,703
30,060,612
480,262
235,358

$

545,000
147,180
-

$ 6,247,242

$ 40,693,848

$

692,180

$ 6,706,926

General Obligation Notes and Bonds
In 2010, the Township issued General Obligation Bonds, Refunding Series of 2010 (Series 2010
Bonds), in the amount of $10,490,000 to refinance the General Obligation Bonds, Series of
2004. The Series 2010 Bonds were refunded in 2015 as further described below.
In 2014, the Township issued a General Obligation Note in the face amount of $5,002,000 to refund
the Series 2010 Bonds. In 2014, the Township drew $497,000 of the note, to be used for the
payment of issuance costs, payment of a portion of the interest and principal of the Series 2010
Bonds payment, and to establish a reserve for debt service. The remaining $4,505,000 was
drawn down in April 2015, at which time that amount of outstanding Series 2010 Bonds were
considered currently refunded. The initial interest rate on the note was 2.58% for the first five years
and will be reset at .85% of the 30 Day LIBOR plus 200 basis points after that time. The note
matures in October 2030. The Series 2014 Bonds were refunded in 2018 as further described below.
In 2015, the Township issued General Obligation Bonds, Refunding Series of 2015 (Series 2015
Bonds), in the amount of $4,185,000 to refund the Series 2010 Bonds. The Series 2015 Bonds
mature on various dates through 2029 with interest rates ranging from 0.65% to 2.90%.
In 2018, the Township issued General Obligation Bonds, Refunding Series of 2018 (Series 2018
Bonds), in the amount of $4,105,000 to refund the General Obligation Note, Series of 2014. The
Series 2018 Bonds mature on various dates through 2030 with interest rates ranging from 1.50% to
5.00%. The Series of 2018 Bonds maturing on or after October 15, 2027 shall be subject to
redemption prior to maturity, at the option of the Township, in whole or in part on October 15, 2023.
The 2018 refunding of the General Obligation Note, Series of 2014, resulted in an economic gain of
$342,095.
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NOTE 8 – LONG-TERM DEBT (continued)
General Obligation Notes and Bonds (continued)
Future annual debt service requirements for the bonds and notes were as follows, as of December 31,
2018:
Year Ending
December 31,
2019
2020
2021
2022
2023
2024-2028
2029-2030

Principal

Total
Payments

Interest

$

545,000
585,000
595,000
615,000
640,000
3,365,000
1,085,000

$

218,944
204,269
183,719
162,669
140,919
471,176
43,300

$

763,944
789,269
778,719
777,669
780,919
3,836,176
1,128,300

$

7,430,000

$

1,424,996

$

8,854,996

Obligations under Capital Leases
In 2016, the Township entered into a master lease agreement for heavy equipment at a cost of
$664,698. The lease bears interest at a rate of 1.78% and requires annual payments of principal and
interest. The lease is secured by the equipment and will mature in 2020. The principal balance
remaining at December 31, 2018 was $269,196.
In 2016, the Township also entered into a lease agreement for a tractor at a cost of $40,302. The
lease bears interest at a rate of 1.78% and requires annual payments of principal and interest. The
lease is secured by the tractor and will mature in 2020. The principal balance remaining at
December 31, 2018 was $16,227.
In 2017, the Township entered into a lease agreement for a SUV at a cost of $29,000. The lease
bears interest at a rate of 2.08% and requires semi-annual payments of principal and interest. The
lease is secured by the vehicle and will mature in 2022. The principal balance remaining at
December 31, 2018 was $23,438.
Future minimum lease payments for these capital leases were as follows, as of December 31, 2018:
Year Ending
December 31,
2019
2020
2021
2022

Principal

Total
Payments

Interest

$

147,180
149,819
5,919
5,943

$

5,543
2,904
219
95

$

152,723
152,723
6,138
6,038

$

308,861

$

8,761

$

317,622
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NOTE 9 – PENSION PLAN
Summary of Significant Accounting Policies
Financial information of the Township’s plan is presented on the accrual basis of accounting.
Benefits and refunds are recognized when due and payable in accordance with the terms of the
individual plan. Employer contributions to the plan are recognized when due as required by Act
205 of 1984 of the Commonwealth of Pennsylvania (Act). Investments of the plan are reported at
fair value.
Plan Description
The Township administers a single-employer defined benefit pension plan established under the
provisions of the Act. The Plan covers all full-time union employees of the Township and all
full-time non-union employees hired before January 1, 2015 who have completed one year of
continuous employment. The Plan is governed by the Plan’s Trustees. Plan provisions and
contribution requirements are established and may be amended by the Township. The activity of
the Plan is reported as the Pension Trust Fund in the accompanying financial statements.
Separate plan financial statements are not available.
At December 31, 2018, Plan membership consisted of the following:
Participants

Count

Active participants
Terminated participants with
deferred benefits
Participants receiving benefits

44
3
57

Total

104

Benefits Provided
Retirement Benefit - A participant is eligible for retirement on the first day of the month
immediately following the later of the date when the employee attains age fifty-five or the fifth
anniversary of the date when the employee commenced participation in the Plan. Monthly
pension will be based upon the following benefit structure: For employees retiring on or after
January 1, 1994, a monthly benefit equal to the sum of $50 per month multiplied by the
employee’s total years of service for years to and including 1999; a monthly benefit equal to the
sum of $60 per month multiplied by the employee’s total years of service for years 2000 to 2003;
a monthly benefit equal to the sum of $65 per month multiplied by the employee’s total years of
service for the years 2004 through and including 2007; a monthly benefit equal to the sum of $70
per month multiplied by the employee’s one year of service for 2008; a monthly benefit amount
equal to the sum of $75 per month multiplied by the employee’s years of service for 2009 through
and including 2010; a monthly benefit equal to the sum of $70 per month multiplied by the
employee’s years of service for the year 2011 through and including 2014; and a monthly benefit
equal to the sum of $75 per month multiplied by the employee’s years of service for the year
2015 and later.
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NOTE 9 – PENSION PLAN (continued)
Benefits Provided
Disability Benefit - A participant is eligible for disability benefits if employed for five years and
there is total and permanent disablement that qualifies the participant for Social Security disability
benefits. Benefits will commence on the disability retirement date.
Death Benefit - If a participant’s death occurs before retirement eligibility, a lump sum of the
actuarial equivalent of the participant’s vested accrued benefit at the date of death is due. The
lump sum may optionally be converted to an actuarially equivalent immediate annuity for the life
of the spousal beneficiary but only if, as of the vested participant’s date of death, he or she either
was past Normal Retirement Age, but had not begun payments, or was not past Normal Retirement
Age and had at least 25 years of service.
Contributions and Funding Policy
The Plan is funded by the Township on an annual basis pursuant to the provisions of the Act.
The Act requires that annual contributions be based upon the calculation of the Minimum
Municipal Obligation (MMO). The MMO calculation is based upon the biennial actuarial
valuation. Employees are not required to contribute under the Act; such contributions are subject
to collective bargaining. The Commonwealth of Pennsylvania allocates certain funds to assist in
pension funding. Any financial requirement established by the MMO, which exceeds the
Commonwealth of Pennsylvania allocation must be funded by the Township (and could include
employee contributions). During the year, the Township made its required contribution of
$721,033 to the Plan based on the MMO.
Employees were not required to contribute based upon financial requirements established by
their collective bargaining contract.
Net Pension Liability
The components of the net pension liability of the Plan at December 31, 2018, based upon a
measurement date of December 31, 2017, were as follows:
Total pension liability
Plan fiduciary net position

$

14,114,730
(12,029,027)

Net pension liability

$

2,085,703

Plan fiduciary net position as a
percentage of the total pension liability
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NOTE 9 – PENSION PLAN (continued)
Changes in the Net Pension Liability
The changes in the net pension liability of the Township of Hempfield for the year ended
December 31, 2018, based upon a measurement date of December 31, 2017, were as follows:

Total Pension
Liability
(a)
Balances at December 31, 2016

$

13,848,698

Changes for the year:
Service cost
Interest
Differences between expected
and actual experience
Changes of assumptions
Contributions - employer
Net investment income
Benefit payments,
including refunds

$

10,610,047

207,617
818,671

(573,930)
(1,605,306)
-

1,418,980
$

12,029,027

3,238,651
207,617
818,671

(760,256)

266,032
14,114,730

$

573,930
1,605,306

(760,256)

$

Net Pension
Liability
(a) – (b)

-

-

Net Changes
Balances at December 31, 2017

Increase (Decrease)
Plan Fiduciary
Net Position
(b)

(1,152,948)
$

2,085,703

Actuarial Assumptions
The total pension liability was determined by an actuarial valuation performed on January 1,
2017, using the following actuarial assumptions, applied to all periods in the measurement:
Actuarial valuation date

1/1/2017

Actuarial cost method

Entry Age Normal

Actuarial assumptions:
Investment rate of return
Projected salary increases
Underlying inflation rate

6.50%
N/A-plan is not salary related
2.50%

Actuarial assumptions were set considering various factors, including plan design, post-retirement
benefit availability, actual experience and reasonable expectations and anticipated experience.
Mortality rates for pre-retirement were based on RP-2000 Non-annuitant Table with full generational
projections for future improvement by scale BB2D.
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NOTE 9 – PENSION PLAN (continued)
Actuarial Assumptions (continued)
Mortality rates for post-retirement were based on RP-2000 Healthy Annuitant with full generational
projections for future improvement by two-dimensional scale BB2D.
The turnover assumption was based on 65% of the Society of Actuaries 2003 Pension Plan “Small
Plan Service Table” for service.
A correction was made to the valuation programming for the January 1, 2017 actuarial valuation.
This resulted in a $1,044 increase to the unfunded accrued liability.
Investment Policy - The Plan’s policies in regard to the allocation of invested assets is established
and may be amended by the Pension Trustees by a majority vote of its members. It is the policy of
the Pension Trustees to pursue an investment strategy that seeks income with long-term growth of
principal.
Long-Term Expected Rate of Return - The long-term expected rate of return on Plan investments
was selected based on return expectations of its retirement plan investment advisors and the
investment allocation guidelines as described in the Plan’s Investment Policy Statement.
The following was the asset allocation policy and best estimates of arithmetic real rates of return for
each major asset class included in the Plan’s target asset allocation as of December 31, 2017:

Asset Class
U.S. Equity
Fixed Income
International Equity

Target
Allocation
43.0%
40.0%
17.0%
100.0%

Long-Term Expected
Nominal ROR
7.85%
5.52%
5.13%

Long-Term Expected
Real ROR
5.22%
2.95%
2.57%

Rate of Return - The money-weighted rate of return expresses investment performance, net of
investment expense, adjusted for the changing amounts actually invested. For the year ended
December 31, 2018 (based on the results of year ended December 31, 2017), the annual moneyweighted rate of return on the Plan investments, net of investment expense, was -5.6%.
Discount Rate - The discount rate used to measure the total pension liability for the Plan was 6.0%.
The projection of cash flows used to determine the discount rate assumed that the Township’s
contributions will be made based on the yearly MMO calculation. Based on those assumptions, the
Plan’s fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total pension
liability.
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NOTE 9 – PENSION PLAN (continued)
Sensitivity of Net Pension Liability
Sensitivity of the Net Pension Liability to Changes in the Discount Rate - The following presents the
net pension liability of the Plan, calculated using the discount rates described above, as well as what
the Plan’s net pension liability would be if it was calculated using a discount rate that is onepercentage-point lower or one-percentage-point higher than the current rates:

Net pension liability

1% Decrease
(5.00 %)
$
3,632,558

Current Discount
Rate (6.00 %)
$
2,085,703

1% Increase
(7.00 %)
$
776,545

Pension Expense and Deferred Outflows of Resources Related to Pensions
For the year ended December 31, 2018, the Township recognized pension expense of approximately
$628,000. At December 31, 2018, the Township reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:
Deferred
Outflows of
Resources
Differences between expected and
actual experience
Changes of assumptions
Net difference between projected and actual
earnings on pension plan investments
Subtotal, to be recognized in future pension
expense
Employer contributions made subsequent to
measurement date but before fiscal year-end
Total

$

83,260
17,396

$

Deferred
Inflows of
Resources
$

-

325,305

825,047

425,961

825,047

721,033
1,146,994

825,047

$

The Township reported $721,033 as deferred outflows of resources related to contributions
subsequent to the measurement date, which will be recognized as a reduction of the net pension
liability in 2019. Other amounts reported as deferred outflows and inflows of resources related to
pensions will be recognized in pension expense as follows:
Year Ending December 31,
2019
2020
2021
2022
2023
Total
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$

Amount
32,795
(26,709)
(209,936)
(195,236)
(399,086)
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS
Plan Description
In addition to the pension benefits disclosed in Note 9, labor agreements have provided for certain
postemployment benefits, other than pension benefits, to be provided to retirees or their
beneficiaries. All employees hired prior to January 1, 2010 are covered under the collective
bargaining agreement between the Township and the International Brotherhood of Teamsters
Local Union No. 30 whose combination of age and service at retirement equals 80 are eligible for
the benefits. Benefit provisions for the plan are established and amended through negotiations
between the Township and the Union.
Benefits Provided
Post-retirement benefits consist of health care (including prescription drug), vision, and dental
insurance coverage for eligible employees and their spouses, and a $12,000 death benefit ($6,000 if
retired prior to January 1, 1994).
At December 31, 2018, plan membership consisted of the following:
Participants

Count

Active participants
Terminated participants with
deferred benefits
Participants receiving benefits

41
49

Total

90

Contributions and Funding Policy
The plan began to be funded in 2010 as the Township established a trust for the plan. For 2018,
the Township contributed $1,152,001 to the trust. Employees are not required to make
contributions for health insurance or death benefits.
Net OPEB Liability
The components of the net OPEB liability of the Plan at December 31, 2018, based upon a
measurement date of December 31, 2018, were as follows:
Total OPEB liability
Plan fiduciary net position

$

36,328,937
(6,268,325)

Net OPEB liability

$

30,060,612

Plan fiduciary net position as a
percentage of the total OPEB liability
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
Changes in the Net OPEB Liability
The changes in the net OPEB liability of the Township of Hempfield for the year ended December
31, 2018, based upon a measurement date of December 31, 2018, were as follows:

Total OPEB
Liability
(a)
Balances at December 31, 2017

$

Changes for the year:
Service cost
Interest
Differences between expected
and actual experience
Contributions - employer
Net investment income
Benefit payments,
including refunds
Administrative expense

$

236,483
2,093,254

712,894
36,328,937

$

$

28,880,815
236,483
2,093,254

1,616,843
(439,935)

(1,616,843)
-

$

6,735,228

Net OPEB
Liability
(a) – (b)

-

-

Net Changes
Balances at December 31, 2018

35,616,043

Increase (Decrease)
Plan Fiduciary
Net Position
(b)

(1,616,843)
439,935

(1,616,843)
(26,968)

26,968

(466,903)

1,179,797

6,268,325

$

30,060,612

Actuarial Assumptions
The total OPEB liability was determined by an actuarial valuation performed on January 1, 2017,
using the following actuarial assumptions, applied to all periods in the measurement:
A. Economic
Inflation – 2.3%
Discount Rate – 6.0%
Municipal Bond Rate – S&P Municipal Bond 20 Year High Grade Index YTM (3.16% at
December 31, 2018 measurement date)
Salary – 3.0%
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
Actuarial Assumptions (continued)
Annual Trend Rates:
Year
2017
2018
2019
2020
2021
2022
2023
2024
2025-2030
2031-2036
2037-2063
2064 and later

Medical/RX
7.88%
7.69%
7.31%
6.94%
6.75%
6.38%
6.00%
5.81%
5.50%
5.00%
4.50%
4.00%

B. Demographic Assumptions
Death – Pre-Retirement: RP-2000 Non-annuitant Mortality Table; Post-Retirement: RP-2000
Healthy Annuitant Mortality Table
Withdrawal Rate – T-1 Table
Disability Rate – None assumed
Retirement Age – (a) Attain 80 points before age 62 – 30% at the later of: (1) Age 55 and (2)
attainment of 80 points; 5% for the next five years; 20%; 10% and 100% thereafter. Always
100% at age 62. (b) Attain 80 points between ages 62 and 65 – 100% upon attainment of 80
points. (c) Attain 80 points after age 65 – 100% at age 65. Employees hired after December
31, 2009 are assumed to retire at the later of Age 58 and 5 years of service.
Participation – 100% of all eligible, active employees are assumed to elect coverage at
retirement and are assumed to remain covered for life. 100% of all future retirees are assumed
to cover a spouse. 0% of employees hired after December 31, 2009 are assumed to be covered
as a “hardship.” 80% of active participants are assumed to have a covered spouse at
retirement. The husband is assumed to be two years older than the wife.
C. Excise Tax on High Cost Plans
Projected retiree-coverage threshold for 2017:
Self-only coverage: $10,200
Other than self-coverage: $27,500
*The tax is assumed to first be assessed in 2022 if coverage costs exceed the thresholds.
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
Actuarial Assumptions (continued)
D. Annual Premium Costs and Other Assumptions
Actual gross starting costs for medical and prescription drugs are developed at each age by
taking the age 64 and 65 claims cost and spreading it using the aging factors below:
Age
12-14
15-19
20-24
25-29
30-39
40-44
45-49
50-54
55-59
60-64
65-69
70-79
80-84
85 and older

Factor
0.00%
-1.50%
5.50%
5.00%
2.00%
3.00%
4.50%
4.00%
4.50%
4.00%
3.50%
3.00%
2.00%
1.50%

Expected per Capital Annual Claims Cost for Age 64 claimant in the valuation year is $17,621.
Medicare is assumed to cover 72% of the medical portion of the overall pre-Medicare cost.
Investment Policy - The Plan’s policies in regard to the allocation of invested assets is established and
may be amended by the OPEB Trustees by a majority vote of its members. It is the policy of the
OPEB Trustees to pursue an investment strategy that seeks long term growth consistent with a
diversification through equity and fixed income investments.
Rate of Return - The money-weighted rate of return expresses investment performance, net of
investment expense, adjusted for the changing amounts actually invested. For the year ended
December 31, 2018, the annual money-weighted rate of return on the Plan investments, net of
investment expense, was -6.5%.
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
Actuarial Assumptions (continued)
The following was the asset allocation policy and best estimates of arithmetic real rates of return for
each major asset class included in the Plan’s target asset allocation as of December 31, 2018:

Asset Class
U.S. Large Cap Equity
U.S. Mid Cap Equity
U.S. Small Cap Equity
International Equity
Core Fixed Income

Target
Allocation
49.0%
4.0%
2.0%
23.0%
22.0%
100.0%

Long-Term
Expected Real ROR
6.93%
7.13%
7.03%
6.87%
0.28%

Discount Rate - The discount rate used to measure the total OPEB liability for the Plan was 6.0%.
The projection of cash flows used to determine the discount rate assumed that the Plan’s fiduciary net
position was projected to be available to make all projected future benefit payments of current plan
members.
Sensitivity of the net OPEB liability to changes in the discount rate
The following presents the net OPEB liability of the Plan, calculated using the discount rates
described above, as well as what the Plan’s net OPEB liability would be if it was calculated using a
discount rate that is one-percentage-point lower or one-percentage-point higher than the current rates:

Net OPEB liability

1% Decrease
5.00 %
$ 34,626,675

Current Rate
6.00%
$ 30,060,612

1% Increase
7.00 %
$ 26,241,051

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates
The following presents the net OPEB liability of the Plan, as well as what the Plan’s net OPEB
liability would be if it were calculated using healthcare cost trend rates that are one-percentage-point
lower or one-percentage-point higher than the current rates:

1% Decrease
Initial Rate:
6.31%
Ultimate Rate:
3.00%
Net OPEB liability
$ 25,710,760
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7.31%
4.00%
$ 30,060,612

1% Increase
8.31%
5.00%
$ 35,237,180
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB
For the year ended December 31, 2018, the Township recognized OPEB expense of approximately
$2,122,000. At December 31, 2018, the Township reported deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:
Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Net difference between projected and actual
earnings on pension plan investments

$

674,592

$

-

Total, to be recognized in OPEB pension
expense

$

674,592

$

-

Amounts reported as deferred outflows of resources related to OPEB will be recognized in OPEB
expense as follows:
Year Ending December 31,
2019
2020
2021
2022
2023
Total

$

$

Amount
168,648
168,648
168,648
168,648
674,592

NOTE 11 – DEFERRED COMPENSATION PLANS
The Township offers two deferred compensation plans (plans) created in accordance with Internal
Revenue Code Sections 457 and 401(a). The first plan was opened as part of an amendment to the
pension plan during fiscal year 2015 and is available to all non-union employees and permits them to
defer a portion of their salary until future years. The Township is required to contribute five percent
of each eligible employees’ base salary. The funds are not available to employees until termination,
retirement, death, or unforeseeable emergency. A second deferred compensation plan was created for
the Township Manager, in which the Township makes a contribution to the plan equal to 7% of the
Township Manager’s salary. During 2010, this plan was made available to all employees and permits
them to defer a portion of their salary until future years. At December 31, 2018, all amounts of
compensation deferred under the plans were held in trust solely for the benefit of the participants.
Investments are managed by the plan's trustee under several investment options selected by the
participant. Employees contributed $61,397 to the plans during the year ended December 31, 2018.
The Township contributed $17,568 to these plans during the year ended December 31, 2018. The
plans are not required to be included in the Township’s financial statements.
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NOTE 12 – RISK MANAGEMENT
The Township participates in the Municipal Risk Management Property and Liability and Workers’
Compensation Pooled Trusts. The Trusts were established to provide members with stable premiums,
comprehensive and quality coverage, and claims handling and loss control services. The Township
pays annual premiums to the Trusts for its property and liability and workers’ compensation coverage.
The premiums paid during 2018 were $92,034 for property and liability and $99,899 for workers’
compensation coverage. The Trust declares annual dividends to municipalities that have been members
for two years or more. During 2018, the Township received a dividend of $99,899 for workers’
compensation, which was a full return of the 2018 premium paid, and $4,711 for property and liability.
The dividend is recorded as an offset to the premium expense payments. The Township has $17,801
held in escrow in the Workers’ Compensation Trust that would be returned to the Township if it were
to terminate its participation.
NOTE 13 – CONTINGENCIES
The Township is involved in a number of other matters arising in the ordinary course of its operations.
At present, management believes the ultimate outcome of these matters, after consideration of any
applicable insurance coverage, will not be material to the financial statements taken as a whole.
The Township has entered into lease agreements with the twelve volunteer fire departments within the
Township to lease the fire stations. The Township provides liability insurance coverage of $1,000,000
for each station under lease. The initial terms of the lease are through December 31, 2022, with
automatic five year extensions unless either party expresses intent to not renew.
The Township maintains insurance through independent carriers for all types of business losses.
Management believes the insurance coverage is sufficient to cover the Township against potential
losses. There have been no significant changes in insurance coverage since the prior year and
settlements did not exceed insurance coverage for the past four years.
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Required Supplementary Information

TOWNSHIP OF HEMPFIELD
Schedule of Changes in the Township’s Net Pension Liability and Related Ratios
Required Supplementary Information
Last Ten Years*
**2018

**2017

**2016

**2015

Total Pension Liability
Service cost
Interest
Changes in benefit terms
Differences between expected and
actual experience
Changes of assumptions
Benefit payments, including refunds
of member contributions

$

207,617
818,671
-

$

161,785
790,378
199,688
44,158

$

194,251
751,486
503,671

$

218,026
722,536
97,762
188,372
-

(760,256)

(782,155)

(752,890)

(682,084)

266,032

413,854

696,518

544,612

Total Pension Liability - Beginning

13,848,698

13,434,844

12,738,326

12,193,714

Total Pension Liability - Ending (a)

$ 14,114,730

$ 13,848,698

$ 13,434,844

$ 12,738,326

$

$

$

Net Change in Total Pension Liability

Plan Fiduciary Net Position
Contributions - employer
Contributions - employee
Net investment income
Benefit payments, including refunds
of member contributions
Administrative expense

573,930
1,605,306
(760,256)
-

568,662
674,093

595,574 $
(182,544)

591,076
579,690

(782,155)
-

(752,890)
-

(682,084)
-

1,418,980

460,600

(339,860)

488,682

Plan Fiduciary Net Position - Beginning

10,610,047

10,149,447

10,489,307

10,000,625

Plan Fiduciary Net Position - Ending (b)

$ 12,029,027

$ 10,610,047

$ 10,149,447

$ 10,489,307

Net Pension Liability - Ending (a) - (b)

$

$

$

$

Net Change in Plan Fiduciary Net Position

Plan Fiduciary Net Position as a Percentage
of the Total Pension Liability
Covered-Employee Payroll
Net Pension Liability as a Percentage of
Covered-Employee Payroll

2,085,703

85.2%
$

2,477,686

84.2%

3,238,651

76.6%
$

2,496,949

129.7%

3,285,397

75.5%
$

2,340,762

140.4%

2,249,019

82.3%
$

2,355,425

95.5%

* GASB 68 was implemented during the year ended December 31, 2015. Information will continue to be gathered until ten
years are presented.
** The amounts presented were determined as of the measurement date, which is December 31 of the immediately preceding
year (ie. December 31, 2017 measurement date for 2018).
See independent accountant’s audit report.
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TOWNSHIP OF HEMPFIELD
Schedules of Township’s Pension Contributions and Investment Returns
Required Supplementary Information
Last Ten Years
2018

2017

2016

2015

2014

Schedule of the Township's Contributions
Actuarially determined contribution
Contributions in relation to the
actuarially determined contribution

$

721,033

Contribution deficiency (excess)

$

Covered-employee payroll

$ 2,477,686

$

721,033
-

Contributions as a percentage
of covered-employee payroll

596,486

$

596,486
$

-

$ 2,496,949

568,662

$

568,662
$

-

$ 2,340,762

595,574

$

595,574
$

-

$ 2,355,425

591,076
591,076

$

-

$ 2,619,100

29.1%

23.9%

24.3%

25.3%

22.6%

-5.6%

15.3%

6.7%

-1.8%

5.8%

Investment Returns
Annual money-weighted rate of return,
net of investment expense

2013

2012

2011

2010

2009

Schedule of the Township's Contributions
Actuarially determined contribution
Contributions in relation to the
actuarially determined contribution

$

441,578

Contribution deficiency (excess)

$

Covered-employee payroll

$ 2,156,266

$

441,578

Contributions as a percentage
of covered-employee payroll

-

458,495

$

458,495
$

-

$ 2,434,464

408,899

$

408,899
$

-

$ 2,615,514

319,364

$

319,364
$

-

$ 2,485,190

329,969
329,969

$

-

$ 2,495,112

20.5%

18.8%

15.6%

12.9%

13.2%

N/A

N/A

N/A

N/A

N/A

Investment Returns
Annual money-weighted rate of return,
net of investment expense
*If noted N/A, the information is not available for these years.
See independent accountant’s audit report.
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TOWNSHIP OF HEMPFIELD
Notes to Required Supplementary Information- Pension Plan
December 31, 2018
Notes to Schedules of Township’s Pension Contributions and Investment Returns








Effective January 1, 2007, the retirement assumption was corrected from a 2005 change.
Effective January 1, 2009, the mortality assumption was updated from the 1983 GAM table to the RP2000 table with projections through 2007, reflecting changes in life expectancy.
Effective January 1, 2011, the mortality assumption for active participants was changed to the RP2000 Non-Annuitant Table projected to 2007 by Scale AA; and the spousal age difference for active
participants was changed to male two years older than female spouse.
Effective January 1, 2013, the mortality assumption was changed from static to fully generational to
reflect future mortality improvements; and the assumed investment return was changed from 7.00% to
6.50% to reflect lower anticipated future earnings.
Effective January 1, 2015, the mortality improvement scale was changed from AA to BB2D; the
turnover assumption was revised to reflect recent and anticipated future experience; in the current
contract the multiplier was changed from $70 to $75 for the period 2015 through 2020; and Ordinance
2015-01 (adopted March 23, 2015) added defined contribution provisions that will be the exclusive
benefits under the plan provided to non-uniformed non-bargained employees hired on or after January
1, 2015.
Effective January 1, 2017, a correction was made to the valuation programming.

See independent accountant’s audit report.
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TOWNSHIP OF HEMPFIELD
Schedule of Changes in the Township’s Net OPEB Liability and Related Ratios
Required Supplementary Information
Last Ten Years*
2018

2017

Total OPEB Liability
Service cost
Interest
Differences between expected and actual experience
Benefit payments, including refunds of member contributions

$

Net Change in Total OPEB Liability

236,483 $
2,093,254
(1,616,843)

246,939
2,052,485
(249,538)
(1,091,744)

712,894

958,142

Total OPEB Liability - Beginning

35,616,043

34,657,901

Total OPEB Liability - Ending (a)

$ 36,328,937

$ 35,616,043

Plan Fiduciary Net Position
Contributions - employer
Contributions - employee
Net investment income
Benefit payments, including refunds of member contributions
Administrative expense

$

Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position - Beginning

1,616,843 $
(439,935)
(1,616,843)
(26,968)

3,091,744
791,896
(1,091,744)
(28,357)

(466,903)

2,763,539

6,735,228

Plan Fiduciary Net Position - Ending (b)

$

Net OPEB Liability - Ending (a) - (b)

$ 30,060,612

Plan Fiduciary Net Position as a Percentage of the
Total OPEB Liability
Covered-Employee Payroll

6,268,325

3,971,689
$

$ 28,880,815

17.25%
$

Net OPEB Liability as a Percentage of CoveredEmployee Payroll

2,118,321

1,419%

6,735,228

18.91%
$

2,135,804

1,352%

*GASB 75 was implemented during fiscal year ended December 31, 2017. Information will continue to be
gathered until ten years are presented.

See independent accountant’s audit report.
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TOWNSHIP OF HEMPFIELD
Schedules of Township’s OPEB Contributions and Investment Returns
Required Supplementary Information
Last Ten Years*
An actuarially determined contribution is not calculated. The Township’s current funding policy is to pay for
plan benefits when they become due each year, and to contribute additional discretionary amounts to the Plan as
resources and priorities allow. This is referred to as pay-as-you-go with some pre-funding.
2018

2017

2016

2015

Investment Returns
Annual money-weighted rate of
return, net of investment expense

-6.5%

16.0%

8.0%

*GASB 75 was implemented during the fiscal year ended December 31, 2017. Information will continue to be
gathered until ten years are presented.

See independent accountant’s audit report.
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-2.3%

TOWNSHIP OF HEMPFIELD
Statement of Revenues, Expenditures, and Changes in Fund Balance – Budget and
Actual – General Fund
Required Supplementary Information
Year Ended December 31, 2018
Original
Budget
Revenues
Taxes
License and permits
Fines and related costs
Charges for services
Intergovernmental
Interest, rents, and royalties
Donations
Miscellaneous
Total Revenues
Expenditures
Current
General government
Public safety
Public works
Culture and recreation
Insurance cost and benefits
Miscellaneous
Debt service
Principal
Interest
Total Expenditures
Excess (Deficiency) of Revenues
Over Expenditures
Other Financing Sources (Uses)
Transfers in
Transfers out
Sale of fixed assets
Sale of component unit
Total Other Financing
Sources (Uses)
Net Change in Fund Balance

Final
Budget

$

9,323,500
934,714
28,000
773,900
1,120,250
76,000
260,000
12,516,364

$

*
*
*
*

2,086,791
2,633,006
5,394,583
1,411,544
1,509,000
14,940

*
*
*
*

$

9,323,500
934,714
28,000
773,900
1,120,250
76,000
260,000
12,516,364

Variance
with Final
Budget

Actual
$

9,646,652
919,250
11,721
1,146,009
674,408
63,815
68,358
117,710
12,647,923

2,086,821
2,669,939 (a)
5,439,416
1,413,886 (b)
1,509,000
14,940

2,136,504
1,946,884
5,573,727
1,427,035
1,375,873
51,560

323,152
(15,464)
(16,279)
372,109
(445,842)
(12,185)
68,358
(142,290)
131,559

(49,683)
723,055
(134,311)
(13,149)
133,127
(36,620)

1,042,000
229,500
14,321,364

1,042,000
229,500
14,405,502

(1,805,000)

(1,889,138)

(548,267)

(85,000)
1,500,000

(85,000)
1,500,000

(4,655,269)
30,409
1,500,000

(4,570,269)
30,409
--

(3,124,860)
(3,673,127)

(4,539,860)
$ (3,198,989)

1,415,000
(390,000)

$

1,415,000
(474,138)

530,428
154,179
13,196,190

$

$

511,572
75,321
1,209,312
1,340,871

* Adjustments were made to allocate health insurance, retirement benefits, FICA, Medicare and worker’s
compensation, as these costs were originally budgeted as General Government expenditures.
(a) Additional expenditures were budgeted related to the SAFER grant that were not incurred during the fiscal year.
(b) Capital Expenditures totaling $390,000 were not originally budgeted, therefore, the budget amount was increased
for these approved expenditures.

See independent accountant’s audit report.
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Supplementary Information

TOWNSHIP OF HEMPFIELD
Combining Balance Sheet – Other Governmental Funds
December 31, 2018
Special
Revenues Fund

Capital Projects
Fund

Light
District
Assets
Cash and cash equivalents
Taxes receivables
Investments
Due from other funds
Total Assets
Liabilities
Accounts payable
Escrow liabilities
Due to other funds

Fire Capital
Reserve

$

46,313
14,204
-

$

503,797
-

$

550,110
14,204
-

$

60,517

$

503,797

$

564,314

$

220
6,187
1,510

$

$

220
6,187
1,510

Total Liabilities
Deferred Inflows of Resources
Unavailable revenue - taxes
Total Deferred Inflows
Fund Balance
Restricted
Committed
Total Fund Balance
Total Liabilities, Deferred Inflows,
and Fund Balance

Total Other
Governmental
Funds

$

-

7,917

-

7,917

14,204

-

14,204

14,204

-

14,204

38,396
-

503,797

38,396
503,797

38,396

503,797

542,193

60,517

$

503,797

See independent accountant’s audit report.
- 46 -

$

564,314

TOWNSHIP OF HEMPFIELD
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balance – Other Governmental Funds
Year Ended December 31, 2018

Revenues
Taxes
Interest, rents, and royalties

Special
Revenues Fund

Capital Projects
Fund

Light
District

Fire Capital
Reserve

$

67,593
102

$

4,956

Total Other
Governmental
Funds
$

67,593
5,058

Total Revenues

67,695

4,956

72,651

Expenditures
General government
Culture and recreation
Public safety
Public works

4,003
56,904

-

4,003
56,904

Total Expenditures

60,907

-

60,907

Excess (Deficiency) of
Revenues Over Expenditures

6,788

4,956

11,744

Other Financing Sources (Uses)
Proceeds from capital leases
Transfers in
Transfers out

-

-

-

Total Other Financing
Sources (Uses)

-

-

-

6,788

4,956

11,744

31,608

498,841

530,449

Net Change in Fund Balance
Fund Balance - Beginning of Year
Fund Balance - End of Year

$

38,396

$

503,797

See independent accountant’s audit report.
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$

542,193

TOWNSHIP OF HEMPFIELD
Statement of Revenues, Expenditures, and Changes in Fund Balance – Budget and
Actual – Other Governmental Funds – Liquid Fuels
Year Ended December 31, 2018
Liquid Fuels
Original and
Final Budget
Revenues
Intergovernmental
Interest, rents, and royalties

$

Total Revenues
Expenditures
Public works
Total Expenditures
Net Change in Fund Balance

$

1,470,137
-

Variance
with
Final Budget

Actual
$

1,592,356
18,927

$

122,219
18,927

1,470,137

1,611,283

141,146

2,065,598

2,183,426

(117,828)

2,065,598

2,183,426

(117,828)

(595,461)

$

(572,143)

$

23,318

* In 2018, the Township budgeted for the use of $595,461 of fund balance accumulated in prior years.

See independent accountant’s audit report.
- 48 -

