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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, 2016. 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, 2016.
FINANCIAL HIGHLIGHTS
The Township has adopted GASB Statement No. 72, “Fair Value Measurement and Application.” This
statement addresses accounting and financial reporting for fair value measurements. The statement provides
guidance for applying fair value to certain investments and disclosures related to all fair value measurements.
The financial statements do not include the financial data for the Township’s legally separate component unit,
the Hempfield Township Municipal Authority (Authority). The Township approved the sale of the Authority
to the Municipal Authority of Westmoreland County (MAWC) in 2016. All operations of the Authority have
been transferred to MAWC pending final regulatory approval of the sale.
At the end of 2016, the Township had total bonds and loans outstanding of $8,362,523.
The Township’s property tax rate remained at 3.0 mills for 2016. This was the 26th 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.

i

TOWNSHIP OF HEMPFIELD
Management’s Discussion and Analysis
Required Supplementary Information (RSI)
December 31, 2016

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 earned but unused vacation leave.)
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 4 and 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 2016. 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, Liquid Fuels Fund and Bond Issue Fund, which are considered
major funds. The other governmental funds are the Light District Fund, the Capital Reserve 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 9 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 10 and 11 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 12 through 36 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 37 through 42 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, 2016 and 2015 is as follows:

2016
Assets
Current assets
Restricted assets
Other receivable
Capital assets, net of accumulated
depreciation

$

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

$

7,729,391
3,625,048
-

Variance
$

7,702,454
(399,873)
20,962,674

12,244,830

12,733,281

(488,451)

51,864,524

24,087,720

27,776,804

2,036,075

1,144,265

891,810

2,036,075

1,144,265

891,810

$

53,900,599

$

25,231,985

$

28,668,614

$

1,306,566
22,539,356

$

1,112,418
20,681,817

$

194,148
1,857,539

Total Liabilities
Net Position
Net investment in capital assets
Restricted
Unrestricted
Total Net Position
Total Liabilities and Net
Position

15,431,845
3,225,175
20,962,674

2015

$

23,845,922

21,794,235

2,051,687

5,071,648
53,041
24,929,988

6,258,917
252,761
(3,073,928)

(1,187,269)
(199,720)
28,003,916

30,054,677

3,437,750

26,616,927

53,900,599

$

25,231,985

$

28,668,614

The increase in current assets and other receivables between 2016 and 2015 related primarily to the
receivable recorded from the sale of the Hempfield Township Municipal Authority in 2016. The increase in
non-current liabilities relates to an increase in the other post-employment benefits and pension liabilities.
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A condensed summary of the Township’s change in net position for the years ended December 31, 2016 and
2015 is as follows:

2016
Program Revenues
Charges for services
Operating grants and contributions
Capital grant and contributions

$

Total Program Revenues

857,054
837,704
1,451,291

2015
$

1,007,116
683,003
1,245,408

Variance
$

(150,062)
154,701
205,883

3,146,049

2,935,527

1,618,234
5,395,023
1,003,371
1,354,380
825,239
31,042
110,443
29,865,858
119,606

1,628,059
5,237,168
935,264
1,491,848
784,756
24,233
14,674
235,114

(9,825)
157,855
68,107
(137,468)
40,483
6,809
95,769
29,865,858
(115,508)

40,323,196

10,351,116

29,972,080

43,469,245

13,286,643

30,182,602

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

2,150,940
1,902,532
9,686,753
1,301,354
1,567,900
242,839

1,905,276
1,261,789
9,211,254
1,162,715
1,555,272
363,734

Total Program Expenses

16,852,318

15,460,040

1,392,278

Change in Net Position

26,616,927

(2,173,397)

28,790,324

Net Position - Beginning

3,459,063

5,632,460

(2,173,397)

General Revenues and Transfers
Real estate taxes
Earned income taxes
Local service taxes
Other taxes
Franchise fees
Interest income
Net gain/loss on sale of fixed assets
Gain on disposition of component unit
Miscellaneous
Total General Revenues and
Transfers
Total Program and General
Revenues

Net Position - Ending

$

30,075,990

v

$

3,459,063

210,522

245,664
640,743
475,499
138,639
12,628
(120,895)

$

26,616,927
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REVENUE SOURCES
Program revenues increased between 2016 and 2015, with an overall increase of approximately 7% due
primarily to an increase in the liquid fuels allocation. Total general revenues of approximately $10.5 million,
excluding the gain on disposition of the component unit, were derived from earned income taxes representing
51% of the total revenues and real estate taxes at 15% in 2016.
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 2016, the Township’s governmental funds reported combined ending fund balances of
$7,219,328.
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 $907,890. 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 7% 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 $655k; expenditures were less than budgetary estimates by approximately $250k. The net
change in fund balance had a positive variance of $981k (actual budgetary basis versus budget).
A detailed budgetary comparison statement for the General Fund can be found on page 42 of this report.
DEBT ADMINISTRATION
Long-Term Debt - At the end of the current year, the Township had total bonds, capital leases and loans
outstanding of $8,923,668 (excluding the compensated absence accrual).
A summary of the Township’s debt activity (excluding compensated absences) in 2016 follows:

Beginning Balance, January 1, 2016
Additions
Repayments

$

8,908,128
705,000
(689,460)

Ending Balance, December 31, 2016

$

8,923,668

More detailed information about the Township’s debt activity can be found in Note 7 to the financial
statements.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES
Excela Health plans to construct an Orthopedic Medical Center along Weatherwood Lane. This would be
developed under their for-profit corporation and as such the property would remain taxable. This will also
provide for more jobs and thus an increase in EIT, LST and Business Privilege taxes. Approval is anticipated
in 2017.
Development has slowed in the Township. While we continue to meet with residential developers, we
presently have no new subdivision plans. We also continually monitor the state of the retail industry as the
Route 30 corridor is heavily populated with such stores.
The sale of the Hempfield Township Municipal Authority (THTMA) will provide an additional $1.5 MM to
the revenues annually for the next twenty years. Additionally, once THTMA is dissolved, the Township will
absorb approximately $6 MM in cash.
CONTACTING THE TOWNSHIP’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a
general overview of the Township’s finances and to demonstrate the Township’s accountability for the
money it receives. If you have questions about this report or need additional financial information, please
contact:
Andre Walz, Township Manager
Township of Hempfield
1132 Woodward Drive, Suite A
Greensburg, PA 15601
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Governmental
Activities
Assets
Current Assets
Cash and cash equivalents
Taxes receivable, net
Other receivables
Total Current Assets
Noncurrent Assets
Restricted escrow accounts
Bond proceeds
Other receivable
Capital assets, not being depreciated
Capital assets, net of accumulated depreciation
Total Noncurrent Assets
Total Assets
Deferred Outflows of Resources
Deferred charge on refunding
Deferred outflows of resources for pension
Total Deferred Outflows of Resources
Liabilities
Current Liabilities
Accounts payable and other current liabilities
Accrued liabilities
Due to fiduciary fund
Due within one year
Interest payable
Total Current Liabilities
Noncurrent Liabilities
Compensated absences
Due in more than one year
Escrow funds payable
Other postemployment benefits liability
Net pension liability
Total Noncurrent Liabilities
Total Liabilities
Net Position
Net investment in capital assets
Restricted for
Light district
Liquid fuels
Unrestricted
Total Net Position
See accompanying notes to the financial statements.
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$

4,718,773
1,572,432
9,140,640
15,431,845
1,607,400
1,617,775
20,962,674
664,678
11,580,152
36,432,679
51,864,524
365,423
1,670,652
2,036,075

492,364
64,086
21,895
705,118
23,103
1,306,566
487,705
8,218,550
1,483,689
9,064,015
3,285,397
22,539,356
23,845,922
5,071,648

$

49,381
3,660
24,929,988
30,054,677

TOWNSHIP OF HEMPFIELD
Statement of Activities
Year Ended December 31, 2016

Expenses
Governmental Activities
General government
Public safety
Public works
Culture and recreation
Insurance costs and benefits
Interest on long-term debt
Total Primary Governmental

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

2,150,940
1,902,532
9,686,753
1,301,354
1,567,900
242,839

$

63,801
394,350
73,705
325,198
-

$

441,320
274,467
101,096
20,821
-

$

1,451,291
-

$ 16,852,318

$

857,054

$

837,704

$

1,451,291

$

Net (Expense)
Governmental
Activities
$

(1,645,819)
(1,233,715)
(8,060,661)
(955,335)
(1,567,900)
(242,839)
(13,706,269)

General Revenues
Taxes
Property taxes, levied for general purposes
Light District taxes
Earned income tax
Business privilege tax
Local services taxes
Other taxes levied for general purposes
Investment earnings
Franchise fees
Gain on disposal of capital assets
Gain on disposition of component unit
Miscellaneous income

1,618,234
31,351
5,395,023
566,383
1,003,371
756,646
31,042
825,239
110,443
29,865,858
119,606
40,323,196

Total General Revenues
Change in Net Position

26,616,927

Beginning Net Position

3,437,750

Ending Net Position

See accompanying notes to the financial statements.
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$

30,054,677
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Bond
Issue Fund

General
Fund
Assets
Cash and cash equivalents
Receivables
Taxes (net)
Other receivables
Restricted cash
Other receivable
Due from other funds

$

4,665,930

$

1,552,971
241,256
1,607,400
29,862,058
-

Total Assets
Liabilities
Accounts payable
Other accrued liabilities
Due to other funds
Due to fiduciary funds
Escrow liabilities

Deferred Inflows of Resources
Unavailable revenue - taxes
Unavailable revenue - other receivable
Total Deferred Inflows of Resources
Fund Balance
Restricted
Capital projects
Street lighting
Roads and bridges
Committed
Fire protection
Capital projects
Operating Reserve
Unassigned

$

-

49,183

Total
Governmental
Funds
$

19,461
3,036,319

4,718,773
1,572,432
241,256
3,225,175
29,862,058
3,036,319

$

1,617,775

$

3,660

$

3,104,963

$

42,656,013

$

$

104,757
-

$

-

$

11,183
6,000

$

492,364
64,087
3,036,319
21,895
1,483,689

376,424
64,087
3,036,319
21,895
1,477,689

104,757

-

17,183

5,098,354

474,193
29,862,058

-

-

2,080
-

476,273
29,862,058

30,336,251

-

-

2,080

30,338,331

3,660

49,381
-

1,513,018
49,381
3,660

-

496,177
2,540,142
-

496,177
2,540,142
1,709,060
907,890

3,660

3,085,700

7,219,328

1,513,018
-

1,709,060
907,890

-

2,616,950

Total Liabilities, Deferred Inflows
of Resources, and Fund Balance

3,660

Other
Governmental
Funds

$ 37,929,615

-

Total Fund Balance

$

1,617,775
-

4,976,414

Total Liabilities

-

Liquid
Fuels Fund

$ 37,929,615

1,513,018

$

1,617,775

$

3,660

See accompanying notes to the financial statements.
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$

3,104,963

$

42,656,013

TOWNSHIP OF HEMPFIELD
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
December 31, 2016

Total Fund Balance - Governmental Funds

$

7,219,328

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.

12,244,830

Taxes and other receivables 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.

30,338,330

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

(1,614,743)

The net OPEB liability is a long-term liability that is not due and
payable in the current period and, therefore, is not reported as a
liability in the fund statements.

(9,064,015)

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
Compensated absences

(8,923,668)
(23,103)
(487,705)
(9,434,476)

Governmental funds do not report loss 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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365,423
$

30,054,677

TOWNSHIP OF HEMPFIELD
Statement of Revenues, Expenditures, and Changes in Fund Balance – Governmental Funds
Year Ended December 31, 2016

Bond
Issue Fund

General
Fund
Revenues
Taxes
Licenses and permits
Fines and forfeits
Charges for services
Intergovernmental revenues
Interest, rent, and royalties
Miscellaneous
Total Revenues

$

9,347,675
906,939
29,239
749,145
694,899
17,513
256,404
12,001,814

$

4,242
4,242

Liquid Fuels
Fund

Other
Total
Governmental Governmental
Funds
Funds

$

$

1,454,269
2,850
1,457,119

62,430
6,438
68,868

$

9,410,105
906,939
29,239
749,145
2,149,168
31,043
256,404
13,532,043

Expenditures
General Government
Department of Public Safety
Department of Public Works
Department of Culture and Recreation
Insurance costs and benefits
Miscellaneous
Capital outlays
Debt service
Principal
Interest
Total Expenditures

2,004,489
1,302,463
6,143,400
1,153,398
1,567,900
11,823
-

307,489
159,603

1,659,507
-

3,496
460,188
96,302
-

2,007,985
1,762,651
8,206,698
1,153,398
1,567,900
11,823
159,603

698,559
209,644
13,091,676

467,092

1,659,507

559,986

698,559
209,644
15,778,261

Excess (Deficiency) of Revenues Over
Expenditures before Other Financing
Sources (Uses)

(1,089,862)

(462,850)

(491,118)

(2,246,218)

Other Financing Sources (Uses)
Transfers in
Transfers out
Proceeds from sale of fixed assets
Proceeds from capital leases
Total Other Financing Sources (Uses)

(455,786)
51,796
705,000
301,010

Net Change in Fund Balance

(788,852)

Fund Balance - End of Year

-

$

2,616,950

-

(462,850)

3,405,802

Fund Balance - Beginning of Year

(202,388)

(202,388)

1,975,868
$

1,513,018

455,786
455,786
(35,332)

206,048
$

3,660

See accompanying notes to the financial statements.
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455,786
(455,786)
51,796
705,000
756,796
(1,489,422)

3,121,032
$

3,085,700

8,708,750
$

7,219,328

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, 2016

Net Change in Fund Balance - Governmental Funds

$

(1,489,422)

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
Less: depreciation expense, net of deletions

1,258,547
1,750,795

Taxes and other revenues 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.

(492,248)

29,826,760

Issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of principle 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 capital leases
Amortization of deferred charge on refunding
Repayment of bond principal

(705,000)
(28,110)
689,458
(43,652)

Interest on long-term obligations in the statement of activities differs from the
amount reported in the governemental 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.
Governmental funds do not report the net pension obligation and the other postemployment benefits liability as they are not considered a use of financial resources.
The net pension obligation and OPEB obligation increased by this amount during
the year
In the statement of activities, compensated absences 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.
Change in Net Position of Governmental Activities

See accompanying notes to the financial statements.
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(5,085)

(1,131,377)

(48,049)
$ 26,616,927

TOWNSHIP OF HEMPFIELD
Statement of Fiduciary Net Position – Fiduciary Funds
December 31, 2016

Pension
Trust
Fund
Assets
Investments
Due from other funds

$

Total Assets

10,610,047
-

$

10,610,047

Liabilities
Accounts payable
Funds held in fiduciary accounts
Total Liabilities
Net Position
Restricted for pensions
Held in trust for OPEB benefits
Total Net Position

OPEB
Trust
Fund
$

21,895

Total
Fiduciary
Funds
$

14,668,867
21,895

4,058,820

21,895

14,690,762

-

87,131
-

21,895

87,131
21,895

-

87,131

21,895

109,026

10,610,047
$

4,058,820
-

Agency Fund
Third-Party
VFD Fund

10,610,047

3,971,689
$

3,971,689

$

See accompanying notes to the financial statements.
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-

10,610,047
3,971,689
$

14,581,736

TOWNSHIP OF HEMPFIELD
Statement of Changes in Fiduciary Net Position – Fiduciary Funds
Year Ended December 31, 2016

Pension
Trust
Fund
Additions
Employer contributions

$

Total Contributions

568,662

OPEB
Trust
Fund
$

1,240,496

Total
$

1,809,158

568,662

1,240,496

1,809,158

Investment income
Net appreciation (depreciation) in
fair value of investment

747,296

294,763

1,042,059

Total Investment Income

747,296

294,763

1,042,059

1,315,958

1,535,259

2,851,217

782,156
73,202

1,240,496
25,739

2,022,652
98,941

855,358

1,266,235

2,121,593

460,600

269,024

729,624

10,149,447

3,702,665

13,852,112

Total Additions
Deductions
Benefits
Administrative expense
Total Deductions
Change in Net Position
Net Position - Beginning of Year
Net Position - End of Year

$

10,610,047

$

3,971,689

See accompanying notes to the financial statements.
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$

14,581,736

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity
The Township of Hempfield (“Township”, includes the primary government only) 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 primary government financial statements (financial statements) include only the financial
position and results of operations of the Township, the primary government, and do not include the
financial position and results of operations of the Hempfield Township Municipal Authority
(Authority) which is considered a component unit of the Township. During 2016, the Township sold
the Authority to the Municipal Authority of Westmoreland County. See Note 8 for additional
information regarding the sale of the component unit.
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, 2016

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 fiscal year are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
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 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 and Series of 2015.
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. Capital Projects Funds utilized
to account for those financial activities include: the Capital Reserve Fund and the Fire Capital
Reserve Fund.
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.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

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, 2016

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, 2016:


Mutual funds totaling $14,633,887 included in 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 originally was to have been taken.
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.
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.
In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are reported
as other financing sources while discounts on debt issues are reported as other financing
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Deferred Outflows/Inflows of Resources
In addition to assets, the statement of net position and/or balance sheet 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 and/or fund balance
that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Township has three items that qualify for reporting in
this category in conjunction with pension accounting requirements. The difference between
expected and actual experience, the net difference between projected and actual earnings on
pension plan investments, and Township contributions subsequent to the measurement date are
recorded as deferred outflows of resources related to pensions on the government-wide
financial statements. These amounts are determined based on an actuarial valuation performed
for the plan. See Note 9 for additional information about the pension plans.
In addition to liabilities, the statement of net position and/or the balance sheet 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 and/or fund
balance that applies to a future period and so will not be recognized as an inflow of resources
(revenue) until that time. The Township has one item that qualifies for reporting in this
category. Unavailable revenue is reported only on the balance sheet and represents property,
earned income, and other taxes as well as the receivable for the sale of the Township’s
component unit, Hempfield Township Municipal Authority, which will not be collected within
the available period. This amount will be recognized as an inflow of resources in the period
the amounts become available.
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, 2016.
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.

- 16 -

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fund Balance (continued)
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, 2016 for
capital projects, capital fire projects, and operating reserves.
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, 2016.
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.
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.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
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.
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). Actual revenues, expenditures, and
other financing sources and uses have been converted to the budgetary basis in the statement of
revenues, expenditures, and changes in fund balance - budget and actual for the General Fund.
Expenditures may not legally exceed budgeted appropriations at the function level.
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. Actual results could differ from those estimates.
Adopted Pronouncements
The requirements of the following Governmental Accounting Standards Board (GASB)
Statements were adopted for the Township’s 2016 financial statements:
GASB Statement No. 72, “Fair Value Measurement and Application,” effective for fiscal years
beginning after June 15, 2015 (the Township’s financial statements for the year ending December
31, 2016). This statement addresses accounting and financial reporting issues related to fair
value measurements.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Pending Pronouncements
GASB has issued the following statements that will become effective in future years as shown
below. Management has not yet determined the impact of these statements on the Township’s
financial statements:
GASB Statement No. 74, “Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans,” effective for fiscal years beginning after June 15, 2016 (the Township’s financial
statements for the year ending December 31, 2017). This statement addresses reporting by OPEB
plans that administer benefits on behalf of governments. This statement replaces Statement No. 43.
GASB Statement No. 75, “Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions,” effective for fiscal years beginning after June 15, 2017 (the Township’s
financial statements for the year ending December 31, 2018). This statement addresses reporting
by governments that provide OPEB to their employees and for governments that finance OPEB
for employees of other governments. This statement replaces the requirements of Statement No.
45.
GASB Statement No. 82, “Pension Issues - an amendment of GASB Statements No. 67, No. 68,
and No. 73,” effective for fiscal years beginning after June 15, 2016 (the Township’s financial
statements for the year ending December 31, 2017). The objective of this statement is to address
certain issues that have been raised with respect to Statements No. 67, “Financial Reporting for
Pension Plans,” No. 68, “Accounting and Financial Reporting for Pensions,” and No. 73,
“Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the
Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements 67
and 68.”
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. Deposits of the governmental funds are either maintained in demand deposits, savings
accounts, and/or certificates of deposit. 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.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 2 – CASH, CASH EQUIVALENTS, AND INVESTMENTS (continued)
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, 2016, $7,737,679 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.
Also, included in the Township’s cash as presented on the financial statements (including restricted
cash) are cash equivalents invested in highly liquid pooled investment funds that cannot be
classified by risk category, as they are pools managed by others, which are not evidenced by specific
securities and have the characteristics of mutual funds. With regard to these external investment
pools, the fair value of the Township’s position in the external investment pool is the same as the
value of the pool shares. All investments in an external investment pool that are not SEC
registered are subject to oversight by the Commonwealth of Pennsylvania.
In addition to the deposits noted above, included in cash and cash equivalents on the statement of
net position are investments with the Pennsylvania Local Government Investment Trust (PLGIT).
The investments in PLGIT are “pooled” with other local governments and school districts in an
effort to maximize return and minimize costs associated with investing. PLGIT invests in two
basic types of federal securities: obligations backed by the full faith and credit of the United
States Government and short-term obligations of the United States Government or its agencies or
instrumentalities (which may or may not be backed by the full faith and credit of the United
States Government). The PLGIT Trust may also invest in full faith and credit obligations of the
Commonwealth of Pennsylvania and its agencies and may also have repurchase agreements.
Finally, the trust is authorized to invest in certificates of deposit which are insured by the FDIC or
which are collateralized as provided by law. PLGIT investments are subject to oversight by the
Commonwealth of Pennsylvania. The fair value of the Township’s investments with PLGIT,
which is an external investment pool, is the same as the value of pooled shares.
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 AAA by Standard & Poor’s. As of December 31, 2016, the Township’s highly
liquid pooled investment funds are not rated.
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 2 – CASH, CASH EQUIVALENTS, AND INVESTMENTS (continued)
Below is a summary of cash and cash equivalents as of December 31, 2016:

Cash
PLGIT

$

Insured
413,185
-

Total

$

413,185

Bank Balance
Uninsured
$
7,737,679
122,096
$

7,859,775

$

Total
8,150,864
122,096

$

$

8,272,960

$

Carrying
Amount
7,821,616
122,096
7,943,712

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 no formal investment policy that would
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. The Township has no investments of greater than 5% with one issuer.
As of December 31, 2016, the Township had concentrations in the following investments:
Blackrock Equity Index (S&P 500)
Fidelity 500 Index Premium Fund
PIMCO Income Institutional Fund
Blackrock U.S. Debt Index Fund
American Funds Euro Pacific Growth Fund
Blackrock EAFE Equity Index Fund
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TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 2 – CASH, CASH EQUIVALENTS, AND INVESTMENTS (continued)
As of December 31, 2016, the Township had the following cash equivalents and investments in
its trust funds:
Fair
Investment Type
Market Value

Cash equivalents
Mutual funds
Total Investments

$

34,980
14,633,887

$

14,668,867

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 2016 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
198,045

Additions

$

466,633
466,633

Ending
Balance

Disposals

$

-

$

198,045
466,633
664,678

5,325,289
1,452,597
6,464,851
17,013,387
30,256,124

82,406
535,687
618,093

(164,548)
(164,548)

5,407,695
1,452,597
6,835,990
17,013,387
30,709,669

1,733,498
1,150,001
4,633,467
10,203,922
17,720,888

129,668
69,912
360,837
999,207
1,559,624

(150,995)
(150,995)

1,863,166
1,219,913
4,843,309
11,203,129
19,129,517

(941,531)

(13,553)

11,580,152

(474,898) $

(13,553) $ 12,244,830

12,535,236
$ 12,733,281
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NOTE 4 – CAPITAL ASSETS (continued)
Depreciation expense was charged to functions/programs of the Township as follows:

General government
Public safety
Culture and recreation
Public works
Total

$

$

58,284
16,603
1,366,004
118,733
1,559,624

NOTE 5 – INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
Interfund receivables, payables, and transfers at December 31, 2016 are summarized below:

Interfund
Receivables

Fund
Major Funds:
General
Other Governmental
Fiduciary Funds
Total

$

$

3,036,319
21,895
3,058,214

Interfund
Payables
$

$

Transfers
In

Fund
Major Funds:
General
Other Governmental
Total

$
$

455,786
455,786

3,058,214
3,058,214
Transfers
Out

$
$

455,786
455,786

All due to/due from amounts are expected to be liquidated within the next year.
NOTE 6 – 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, 2016, 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.
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NOTE 6 – DEVELOPERS’ ESCROW AND FIRE INSURANCE ESCROW (continued)
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, 2016 is as follows:

Advanced Inspection Fees
Excess Weight Permits
Subdivision and Land Development
Storm Water Management
Developers
Fire Insurance
Light District Developers
Land Disturbance Review

$

$

89,852
150,606
149,962
624,486
441,555
17,633
6,000
3,595
1,483,689

NOTE 7 – LONG-TERM DEBT
Long-term liability activity for the Township for the year ended December 31, 2016 was as
follows:

Beginning
Balance
Notes and Bonds
Capital Leases
Compensated Absences

$ 8,908,128
439,656

Total Governmental Activities $ 9,347,784

Reductions

Ending
Balance

Due Within
One Year

705,000
48,049

$ 545,605
143,855
-

$ 8,362,523
561,145
487,705

$ 568,523
136,595
-

$ 753,049

$ 689,460

$ 9,411,373

$ 705,118

Additions
$
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NOTE 7 – LONG-TERM DEBT (continued)
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 amount of $250,000 for the
purpose of replacing the municipal garage roof. The interest rate was 2.04% for the term of the
note. The note matures in April 2017.
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.
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%.
Future annual debt service requirements for the bonds and notes were as follows, as of
December 31, 2016:

Year Ending
December 31,
2017
2018
2019
2020
2021
2022-2026
2027-2031

Principal

Total
Payments

Interest

$

568,523
562,000
559,000
558,000
568,000
3,099,000
2,448,000

$

197,500
187,530
193,588
197,241
182,045
665,473
185,769

$

766,023
749,530
752,588
755,241
750,045
3,764,473
2,633,769

$

8,362,523

$

1,809,146

$

10,171,669

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, 2016 was $529,059.
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NOTE 7 – LONG-TERM DEBT (continued)
Obligations under Capital Leases (continued)
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, 2016 was $32,086.
Future minimum lease payments for these capital leases were as follows, as of December 31, 2016:

Year Ending
December 31,
2017
2018
2019
2020

Principal

Total
Payments

Interest

$

136,595
139,027
141,502
144,021

$

9,990
7,558
5,083
2,564

$

146,585
146,585
146,585
146,585

$

561,145

$

25,195

$

586,340

NOTE 8 – DISPOSAL OF COMPONENT UNIT
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. As of December 31, 2016, final approval
has not been received, but certain assets, liabilities and operations described in the Purchase
Agreement have been transferred to MAWC. In addition, certain capital assets were transferred
to the Township with a value of $3,800 which is included in the gain on disposition of a
component unit.
As of December 31, 2016, THTMA holds cash, a down payment receivable and a note receivable
related to the sale until final dissolution is approved. Once dissolution is approved THTMA’s net
position will be transferred to the Township. The Township has recorded a receivable and a gain
on disposition of a component unit in the amount of $29,862,058.
The net position of THTMA receivable as of December 31, 2106 included the following:




$2,399,384 of cash, net of cash restricted to fund a deferred compensation agreement
$5,000,000 receivable for the down payment from MAWC received by THTMA in March
2017
A note receivable recorded at present value using a 3.28% interest rate of $22,462,674

The note receivable principal payments of $1,500,000 are to be received annually starting in 2017
through February 2036 and have been assigned to the Township until final dissolution. The
Township received the first payment in March 2017 and therefore, was included in current
receivables at December 31, 2016.
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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 fulltime 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, 2016, Plan membership consisted of the following:

Participants

Count

Active participants
Terminated participants with
deferred benefits
Participants receiving benefits

46
3
59

Total

108

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 through
and including 2020.
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NOTE 9 – PENSION PLAN (continued)
Benefits Provided (continued)
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
$568,662 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, 2016, based upon a
measurement date of December 31, 2015, were as follows:

Total pension liability
Plan fiduciary net position

$

13,434,844
(10,149,447)

Net pension liability

$

3,285,397

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, 2016, based upon a measurement date of December 31, 2015, were as follows:

Total Pension
Liability
(a)

Balances at December 31, 2014

$

12,738,326

Changes for the year:
Service cost
Interest
Changes of assumptions
Contributions—employer
Net investment income
Benefit payments,
including refunds
Net Changes

Balances at December 31, 2015

$

Increase (Decrease)
Plan Fiduciary
Net Position
(b)

$

10,489,307

194,251
751,486
503,671
-

595,574
(182,544)

(752,890)

(752,890)

696,518

(339,860)

13,434,844

$

10,149,447

Net Pension
Liability
(a) – (b)

$

2,249,019
194,251
751,486
503,671
(595,574)
182,544
1,036,378

$

3,285,397

Actuarial Assumptions
The total pension liability was determined by an actuarial valuation performed on January 1,
2015, using the following actuarial assumptions, applied to all periods in the measurement:

1/1/2015

Actuarial valuation date

Entry Age Normal

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

6.50%
N/A-plan is not salary related
2.75%

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.
Mortality rates for post-retirement were based on RP-2000 Healthy Annuitant with full generational
projections for future improvement by two-dimensional scale BB2D.
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NOTE 9 – PENSION PLAN (continued)
The turnover assumption was based on 65% of the Society of Actuaries 2003 Pension Plan “Small
Plan Service Table” for service.
The following assumptions were changed for the January 1, 2015 valuation and the impact of those
changes on the Unfunded Accrued Liability (UAL) are shown below:
-

-

The mortality assumption was changed to reflect future mortality improvements. The increase in
the UAL was $310,222.
The turnover assumption was revised to reflect recent and anticipated future experience. The
turnover assumption was changed from age-based to service-based rates. The increase in UAL
was $119,112.
The valuation programming was corrected. The increase in the UAL was $13,403.

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, 2016:

Asset Class
U.S. Equity
Fixed Income
International Equity

Target
Allocation
43.0%
40.0%
17.0%
100.0%

Long-Term
Expected Real ROR
5.2%
3.0%
2.6%

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, 2016 (based on the results of year ended December 31, 2015), the annual moneyweighted rate of return on the Plan investments, net of investment expense, was 6.7%.
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 %)
$
4,788,284

Current Discount
Rate (6.00 %)
$
3,285,397

1% Increase
(7.00 %)
$
2,015,129

Pension Expense and Deferred Outflows of Resources Related to Pensions
For the year ended December 31, 2016, the Township recognized pension expense of approximately
$706,846. At December 31, 2016, 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

$

96,484
329,991
653,789

Subtotal, to be recognized in future pension
expense
Employer contributions made subsequent to
measurement date but before fiscal year-end
Total

1,080,264
568,662
$

1,648,926

The Township reported $568,662 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 2017. Other amounts reported as deferred outflows of resources related to pensions will
be recognized in pension expense as follows:

Year Ending December 31,
2017
2018
2019
2020
2021
Total
- 31 -

$

$

Amount
383,866
366,498
168,838
161,062
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS
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. 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). 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.
Funding Policy - The plan began to be funded in 2010 as the Township established a trust for the
plan. For 2016, the Township contributed $1,240,496 to the trust. Employees are not required to
make contributions for health insurance or death benefits.
Annual OPEB Cost - The Township’s annual OPEB cost (expense) for the plan is calculated based
on the annual required contribution of the employer (ARC). The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and to
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty
years.
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about age, mortality, and the healthcare costs trend.
Premium rates charged to the Township for most benefits are related to the combined experience
of active and retired participants. For many benefits, age tends to be a significant factor in average
claims cost per person. The average amount of retiree claims will tend to be higher than the
average amount of active claims. As a result, premiums being paid would be higher than if only
actives were covered but lower than if only retirees were covered. Therefore, there is an implicit
subsidy for the retirees. Accordingly, age adjusted medical cost per covered retiree life was
developed. The use of this age-adjusted cost means that there would be a cost to the Township
even if the retiree paid the entire charged premium. This cost is equal to the amount of the
subsidy.
Amounts determined regarding the funded status of the plan and the annual required contributions
of the employer are subject to continual revision as actual results are compared with past
expectations and new estimates are made about the future. The schedule of funding progress,
presented as required supplementary information following the notes to financial statements,
presents multi-year trend information about whether the actuarial value of plan assets is increasing
or decreasing over time relative to the actuarial accrued liabilities for benefits.
Actuarial Methods and Assumptions - Projections of benefits for financial reporting purposes are
based on the substantive plan (the plan as understood by the employer and the plan members) and
include the types of benefits provided at the time of each valuation and the historical pattern of
sharing of benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the effects of shortterm volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the
long-term perspective of the calculations.
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
The Patient Protection and Affordable Care Act (PPACA) was signed into law in early 2010. This
legislation contains a provision that goes into effect in 2018 relating to taxation of high cost or
“Cadillac” plans. This provision is not well defined and may be clarified through future
legislation or guidance. Based on reasonable interpretation of the regulation, this provision is
likely to impact many plans including those that are not currently high cost plans. The actuary
estimates, based on one reasonable interpretation of PPACA at July 1, 2012, an increase in the
actuarial accrued liability of approximately $2.17 million due to the inclusion of the estimated value
of the excise tax.
The following table shows the components of the Township’s annual OPEB cost for the year, the
amount actually contributed to the Plans, and changes in the Township’s net OPEB obligations, as
well as the assumptions used to calculate the net OPEB obligation:

Net OPEB obligation - Beginning of Year

$

8,049,096

Annual required contribution
Interest on net OPEB obligation
Adjustment to annual required contribution
Annual OPEB Cost

2,375,883
335,647
(456,115)
2,255,415

Contributions made:
Premiums paid for retiree benefits
Total Contributions Made

1,240,496
1,240,496

Increase (Decrease) in Net OPEB
Obligation

1,014,919

Net OPEB Obligation - End of Year

$

9,064,015

For the actuarial valuation report dated January 1, 2015, the actuarial value of assets was $3,308,068,
and the actuarial accrued liability is $37,476,247, for a funded ratio of 9%.
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
The Township’s annual OPEB cost and related information for the plan is as follows:

Actuarial valuation date

1/1/2015

Actuarial cost method

Projected unit credit

Amortization method

Level Dollar Open

Asset valuation method

Market value at measurement date

Remaining amortization period

30 years

Actuarial assumptions:
Investment rate of return
Health care inflation rate
Year
2015
2016
2017-2030
2031-2036
2037-2063
2064 & later
Vision inflation rate
Dental inflation rate

4.17%
Medical/RX
7.50%
6.50%
5.50%
5.00%
4.50%
4.00%
3% for all years
4% for all years

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
Factor
12-14
0.00%
15-19
-1.50%
20-24
5.50%
5.00%
25-29
2.00%
30-39
3.00%
40-44
4.50%
45-49
50-54
4.00%
55-59
4.50%
60-64
4.00%
65-69
3.50%
70-79
3.00%
80-84
2.00%
85 and older
1.50%
Expected per Capital Annual Claims Cost for Age 64 claimant in the valuation year is $14,900.
Expected per Capital Annual Claims Cost for Age 65 claimant in the valuation year are $8,700 and
$4,752 (Medicare Advantage Plan).
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NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS (continued)
Three-Year Trend Information

Annual OPEB
Cost (AOC)

Year Ending
December 31, 2016
December 31, 2015
December 31, 2014

$

2,255,415
2,265,351
2,508,524

Percentage of
AOC Contributed
55.5%
70.7%
54.1%

Net OPEB
Obligation
$

9,064,015
8,049,096
7,385,226

Employees hired after January 1, 2010 are provided with medical savings accounts to which the
Township deposits monthly installments. The amounts deposited are prorated daily to the employees’
effective hire date. For the year ended December 31, 2016, the Township contributed $35,500 to the
medical savings accounts.
NOTE 11 – DEFERRED COMPENSATION PLAN
The Township offers two deferred compensation plans (plans) created in accordance with Internal
Revenue Code Section 457. The first plan is available to all employees and permits them to defer a
portion of their salary until future years. Participation in the plan is optional. 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, 2016, all amounts of compensation deferred under the
plan 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
$83,884 to the plans during the year ended December 31, 2016. The Township contributed
$16,727 to these plans during the year ended December 31, 2016. The plan is not required to be
included in the Township’s financial statements.
NOTE 12 – CONTINGENCIES
The Township has entered into service agreements with Western Westmoreland Municipal
Authority, a joint authority serving six municipalities, for the treatment of sewage. The service
agreement provides that if receipts and revenues from customers are insufficient to enable the
Authority to meet its obligations, the Township will provide its respective share of monies to enable
the Authority to do so.
During 2012, the Township was issued a notice of violation requesting to repair a stream bank
damaged when the Township altered the flow of the stream in the preparing for a pond within a
Township park. In 2013, the Department of Environmental Protection determined that the
Township would be required to complete an environmental project in lieu of a fine. The
Township completed the project in 2016.

- 35 -

TOWNSHIP OF HEMPFIELD
Notes to the Financial Statements
December 31, 2016

NOTE 12 – CONTINGENCIES (continued)
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 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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TOWNSHIP OF HEMPFIELD
Schedule of Changes in the Township’s Net Pension Liability and Related Ratios
Year Ended December 31, 2016

*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

$

Net Change in Total Pension Liability

194,251 $
218,026
751,486
722,536
97,762.00
188,372.00
503,671
(752,890)
(682,084)
696,518

544,612

Total Pension Liability - beginning

12,738,326

12,193,714

Total Pension Liability - ending (a)

$ 13,434,844

$ 12,738,326

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

595,574 $
(182,544)
(752,890)
(339,860)

591,076
579,690
(682,084)
488,682

Plan Fiduciary Net Position - beginning

10,489,307

10,000,625

Plan Fiduciary Net Position - ending (b)

$ 10,149,447

$ 10,489,307

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

$

$

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

3,285,397

75.5%
$

Net Pension Liability as a Percentage of CoveredEmployee Payroll

2,340,762

140.4%

2,249,019

82.3%
$

2,355,425

95.5%

* The amounts presented were determined as of the measurement date, which is December 31 of the
immediately preceding year (ie. December 31, 2015 measurement date for 2016).

See independent accountant’s audit report.
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Year Ended December 31, 2016

2007

2008

2009

2010

2011

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

$

307,126

$

335,708

$

329,969

$

319,364

$

408,899

$

307,126

$

335,708

$

329,969

$

319,364

$

408,899

Contribution deficiency (excess)

$

Covered-employee payroll

$ 2,433,550

-

Contributions as a percentage
of covered-employee payroll

$

-

$ 2,523,630

$

-

$ 2,495,112

$

-

$ 2,485,190

$

-

$ 2,615,514

12.6%

13.3%

13.2%

12.9%

15.6%

N/A

N/A

N/A

N/A

N/A

Investment Returns
Annual money-weighted rate of return,
net of investment expense
2012

2013

2014

2015

2016

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

$

458,495

$

441,578

$

591,076

$

595,574

$

568,662

$

458,495

$

441,578

$

591,076

$

595,574

$

568,662

Contribution deficiency (excess)

$

Covered-employee payroll

$ 2,434,464

Contributions as a percentage
of covered-employee payroll

-

$

-

$ 2,156,266

$

-

$ 2,619,100

$

-

$ 2,355,425

$

-

$ 2,340,762

18.8%

20.5%

22.6%

25.3%

24.3%

N/A

N/A

5.8%

-1.8%

6.7%

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, 2016

Notes to Schedules of Township’s 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 RP-2000
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.

See independent accountant’s audit report.
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TOWNSHIP OF HEMPFIELD
Schedule of Funding Progress – Postemployment Benefits Other than Pension Benefits (OPEBs)
December 31, 2016

Actuarial
Valuation
Date
7/1/2009
7/1/2012
1/1/2015

Actuarial
Valuation
of Assets
$
1,185,368
3,308,068

Actuarial
Accrued
Liability (AAL)
$
25,430,310
34,639,322
37,476,247

Unfunded
Actuarial
Accrued
Liability (UAAL)
$
25,430,310
33,453,954
34,168,179

Funded
Ratio
0.0%
3.0%
9.0%

$

Covered
Payroll
2,532,885
1,915,988
1,708,806

UAAL as a
Percentage of
Covered
Payroll
1004.0%
1746.0%
2000.0%

Note: Valuation as of 7/1/2009 represents the initial valuation for the plan as required under GASB Statement No. 45 (implemented in 2009).

See independent accountant’s audit report.
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TOWNSHIP OF HEMPFIELD
Postemployment Benefits Other than Pension Benefits (OPEBs) – Factors and Trends
Used in Actuarial Valuation
December 31, 2016

The information presented in the required supplementary schedules was determined as part of the
actuarial valuations at the dates indicated. Additional information as of the latest actuarial
valuation follows:

Actuarial valuation date

1/1/2015

Actuarial cost method

Projected Unit Credit

Amortization method

Level Dollar Open

Amortization period

30 years

Asset valuation method

Market Value at the measurement date

Actuarial assumptions:
Investment rate of return

4.17%

Actuarial Trend Rates for OPEB Costs:
Year
2015
2016
2017-2030
2031-2036
2037-2063
2064 and later

Medical/Rx
7.50%
6.50%
5.50%
5.00%
4.50%
4.00%

Vision
3.00%
3.00%
3.00%
3.00%
3.00%
3.00%

Dental
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%

Expected Per Capita Annual Claims Costs for age 64 and 65 are $14,900 and $8,700 ($4,752 with
Medicare Advantage Plan), respectively. Actual gross starting costs for medical and prescription
drugs are developed at each age by taking the age 64 and 65 claims costs and spreading it using the
aging factors as shown 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

Medical/Rx
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%

See independent accountant’s audit report.
- 41 -

TOWNSHIP OF HEMPFIELD
Statement of Revenues, Expenditures, and Changes in Fund Balance – Budget and
Actual – General Fund
Year Ended December 31, 2016

Original
Budget
Revenues
Taxes
License and permits
Fines and related costs
Charges for services
Intergovernmental
Interest, rents, and royalties
Miscellaneous

$

Total Revenues
Expenditures
Current
General government
Public safety
Public works
Culture and recreation
Insurance cost and benefits
Miscellaneous
Debt service
Principal
Interest

9,100,000
610,000
25,000
804,000
704,000
17,074
87,000

Final
Budget
$

11,347,074

*
*
*
*

2,208,858
2,355,528
5,010,212
1,045,401
1,372,500
4,000

9,100,000
610,000
25,000
804,000
704,000
17,074
87,000

Actual
$

11,347,074

*
*
*
*

Variance
with Final
Budget

2,221,618
1,981,440
5,010,212 (a)
1,045,401 (b)
1,372,500
4,000

9,347,675
906,939
29,239
749,145
694,899
17,513
256,404

$

247,675
296,939
4,239
(54,855)
(9,101)
439
169,404

12,001,814

654,740

2,004,489
1,302,463
5,239,570
1,113,096
1,567,900
11,823

217,129
678,977
(229,358)
(67,695)
(195,400)
(7,823)
(144,066)
(2,496)

554,493
207,148

554,493
207,148

698,559
209,644

Total Expenditures

12,758,140

12,396,812

12,147,544

Excess (Deficiency) of Revenues
Over Expenditures

(1,411,066)

(1,049,738)

(145,730)

904,008

460,188
(120,000)
300,000
-

460,188
(535,778)
300,000
-

(455,786)
51,796
705,000

(460,188)
79,992
(248,204)
705,000

640,188

224,410

301,010

76,600

Other Financing Sources (Uses)
Transfers in
Transfers out
Sale of fixed assets
Proceeds from capital leases
Total Other Financing
Sources (Uses)
Net Change in Fund Balance

$

(770,878)

$

(825,328)

$

155,280

249,268

$

980,608

* Adjustments were made to allocate health insurance and retirement benefits, as these costs were originally
budgeted as General Government expenditures.
(a) Capital Expenditures totaling $903,830 were not budgeted, therefore, the Actual amount reduced for these
expenditures.
(b) Capital expenditures totaling $40,302 were not budgeted, therefore, the Actual amount was reduced for these
expenditures.
See independent accountant’s audit report.
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Supplementary Information

TOWNSHIP OF HEMPFIELD
Combining Balance Sheet – Other Governmental Funds
December 31, 2016

Special
Revenues Funds

Capital Projects Funds
Capital
Reserve

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

Fire Capital
Reserve

$

49,183
19,461
-

$

2,540,142

$

496,177

$

49,183
19,461
3,036,319

$

68,644

$

2,540,142

$

496,177

$

3,104,963

$

11,183
6,000

$

$

11,183
6,000

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

$

-

$

-

17,183

-

-

17,183

2,080

-

-

2,080

2,080

-

-

2,080

49,381
-

2,540,142

496,177

49,381
3,036,319

49,381

2,540,142

496,177

3,085,700

68,644

$

2,540,142

See independent accountant’s audit report.
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$

496,177

$

3,104,963

TOWNSHIP OF HEMPFIELD
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balance – Other Governmental Funds
Year Ended December 31, 2016

Special
Revenues Funds

Capital Projects Funds
Capital
Reserve

Light
District
Revenues
Taxes
Interest, rents, and royalties

$

Total Revenues

62,430
28

$

Total Other
Governmental
Funds

Fire Capital
Reserve

5,324

62,430
6,438

-

460,188
-

3,496
460,188
96,302

99,798

-

460,188

559,986

Excess (Deficiency) of
Revenues Over Expenditures

(37,340)

5,324

(459,102)

(491,118)

Other Financing Sources (Uses)
Transfers in
Transfers out

40,008
-

-

415,778
-

455,786
-

Total Other Financing
Sources (Uses)

40,008

-

415,778

455,786

Net Change in Fund Balance

2,668

5,324

(43,324)

(35,332)

46,713

2,534,818

Fund Balance - Beginning of Year
Fund Balance - End of Year

$

3,496
96,302

$

68,868

Total Expenditures

5,324

1,086
1,086

Expenditures
General government
Public safety
Public works

62,458

$

49,381

$

2,540,142

539,501
$

See independent accountant’s audit report.
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496,177

3,121,032
$

3,085,700

TOWNSHIP OF HEMPFIELD
Statement of Revenues, Expenditures, and Changes in Fund Balance – Budget and
Actual – Other Governmental Funds – Liquid Fuels
Year Ended December 31, 2016

Liquid Fuels
Original and
Final Budget
Revenues
Intergovernmental
Interest, rents, and royalties

$

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

$

1,397,673
-

Variance
with
Final Budget

Actual
$

1,454,269
2,850

$

56,596
2,850

1,397,673

1,457,119

59,446

1,300,000

1,659,507

(359,507)

1,300,000

1,659,507

(359,507)

97,673

$

(202,388)

See independent accountant’s audit report.
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$

(300,061)

