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Independent Auditors’ Report

Board of Supervisors
Fairview Township
New Cumberland, Pennsylvania

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

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

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

The management’s discussion and analysis, schedules of historical pension information
and other required supplementary information are not a required part of the basic
financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. However,
we did not audit the information and express no opinion on it.

BROWN SCHULTZ

)

SHERIDAN FRITZ

CERTIFIED PUBLIC ACCOUNTANTS
AND
BUSINESS ADVISORS

A PROFESSIONAL CORPORATION

210 GRANDVIEW AVENUE
CAMP HILL, PA 17011

PO BOX 67865

HARRISBURG, PA 171067865
7177617171

800-294-7360

FAX: 717-737-6655

17258 OREGON PIKE, SUITE 205
LANCASTER, PA 17601
717-560-8375

800-294-7360

FAX: 717-560-8712

WWW.BSSF.COM



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township’s basic financial statements. The accompanying other supplementary financial
information, as listed in the table of contents, is presented for purposes of additional analysis and is not a
required part of the basic financial statements of Fairview Township. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
presented, in all material respects, in relation to the basic financial statements taken as a whole.

WW?‘@M;FMJQ

August 15, 2007



FAIRVIEW TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2006

The Township of Fairview, York County (the “Township”) discussion and analysis is designed to (a) assist the
reader in focusing on significant financial issues, (b) provide an overview of the Township’s financial activity,
(c) identify changes in the Township’s financial position, (d) identify any material deviations from the financial
plan and (e) identify individual fund issues or concerns.

Since the Management’s Discussions and Analysis (MD & A) is designed to focus on the current year’s
activities, resulting changes and currently known facts, please read it in conjunction with the Township’s
financial statements (beginning on page 12).
Highlights
Financial highlights:
¢ The Township’s net assets are valued at $29,786,057 as of December 31, 2006. The increase in
net assets was primarily as a result of completing and capitalizing $3,142,235 in capital
improvement projects and purchasing capital equipment of $419,467. Net assets increased by
$745,491 in 2006.
¢ The total cost of all the Township’s programs was $10,505,218.

¢ During the year, the Township had expenses of $6,791,201 for governmental activities, which was
$121,608 less than the $6,669,593 generated in taxes and program revenues.

¢ The Township refuse and sewer activities increased net assets by $867,099.

¢ The Township completed $436,639 in road reconstruction, repaving, building and stormwater
improvements.



FAIRVIEW TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Using this annual report

The annual report consists of a series of financial statements. The statement of net assets and the
statement of activities (on pages 12 through 14) provide information about the activities of the Township
on a government-wide basis and present a longer-term view of the Township’s finances. Fund financial
statements begin on page 15. For governmental activities and proprietary activities, these statements
tell how these services were financed in the short term as well as what remains for future spending.
Fund financial statements also report the Township’s operations in more detail by providing information
about the Township’s most significant funds. The remaining statements provide financial information
about activities for which the Township acts solely as a trustee or agent for the benefit of those outside
of the government.

Government-wide financial statements

Our analysis of the Township as a whole begins on page 12. One of the mostimportant questions asked
about the Township’s finances is, “Is the Township, as a whole, better off or worse off as a result of the
year's activities?” The statement of net assets and the statement of activities report information about
the Township as a whole and about its activities in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used in most private-sector companies. All of the current year’'s revenue and expenses are
taken into account regardless of when cash is received or paid.

These two statements report the Township’s net assets and changes in net assets. You can think of the
Township’s net assets - the difference between assets and liabilities - as one way to measure the
Township’s financial health, or financial position. Over time, increases or decreases in the Township’s
assets is one indicator of whether its financial health is improving or deteriorating. You will need to
consider other non-financial factors, however, such as changes in the Township’s property tax base or
the condition of the Township’s infrastructure, to assess the overall health of the Township.



FAIRVIEW TOWNSHIP

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Government-wide financial analysis

The following table reflects the condensed statement of net assets:

Statement of Net Assets

2006 2005
Assets:
Current assets $ 9,781,613 8,613,072
Noncurrent assets 36,671,651 34,625,699
Total assets $ 46,453,264 43,238,771
Liabilities:
Current liabilities $ 2,815,648 1,575,692
Noncurrent liabilities 13,851,559 12,622,513
Total liabilities 16,667,207 14,198,205
Net assets:
Invested in capital assets, net of related debt 20,956,709 20,365,761
Restricted 3,968,771 3,441,088
Unrestricted 4,860,577 5,233,717
Total net assets 29,786,057 29,040,566
Total liabilities and net assets $ 46,453,264 43,238,771

For more detailed information see the statement of net assets on page 12.



FAIRVIEW TOWNSHIP
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Government-wide financial analysis (continued)

Statement of Activities

2006 2005
Revenues:

Program revenues:

Charges for services $ 5,116,449 $ 4,709,808

Operating grants and contributions 654,547 760,120

Capital grants and contributions 160,800 159,705
General revenues:

Taxes 4,553,453 4,225,673

Cable TV franchise fees 173,662 158,994

Investment earnings 511,538 292,434

Miscellaneous 80,260 124,480
Total revenues 11,250,709 10,431,214

Expenses:

General government 673,102 625,708
Public safety 3,019,535 2,569,649
Health and welfare 95,208 56,889
Highways 2,792,672 2,272,269
Culture and recreation 126,945 181,214
Interest 83,739 2,582
Sewer 2,645,158 2,741,696
Refuse 1,031,951 983,967
Township Authority 36,908 54,803
Total expenses 10,505,218 9,488,777




FAIRVIEW TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Government-wide financial analysis (continued)

Statement of Activities (continued)

2006 2005
Change in net assets $ 745,491 $ 942,437
Net assets:
Beginning 29,040,566 28,098,129
Ending $ 29,786,057 $ 29,040,566

For more detailed information see the statement of activities on pages 13 to 14.

The Township’s combined net assets increased to $29,786,057 from $29,040,566 as a result of the
increase in net assets of $745,491. The Township’s combined unrestricted net assets for
governmental activities, the part of net assets that can be used to finance day-to-day operations, were
$4,860,577.

The Township’s funds
Governmental funds:

As of year end, the governmental funds (as presented on page 15) reported a combined fund balance
of $4,929,987, which is an increase of $100,182 over the beginning of the year. The general fund
experienced a netincrease of $143,028 resulting from increases in taxes and service fees which are
tied directly to growth in that area.

Proprietary funds:
The Township’s proprietary funds provide the same type of information found in government-wide

financial statements, but in more detail. As discussed in the business-type activities, the Township’s
net assets increased by $867,099.



FAIRVIEW TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

The Township’s funds (continued)
General fund budgetary highlights:

Over the course of the year, the Township monitors the Township budget. No budget amendments
were required. During the year, revenues exceeded budgetary estimates by $1,052,575 and
expenditures were under budgetary estimates by $231,676, thus eliminating the need to draw upon
existing fund balance.

Capital asset and debt administration
Capital assets:

The investment in capital assets for its governmental and business-type activities as of December 31,
2006, amounts to $64,746,109, net of accumulated depreciation of $29,489,532, leaving a net book
value of $35,256,577. This investment in capital assets includes land, buildings, improvements,
equipment and infrastructure. Infrastructure assets are items that are normally immovable and of
value only to the Township, such as roads, bridges, streets, drainage systems, lighting systems and
similar items.

The total increase in the Township’s investment in capital assets for the current fiscal year was about
$1,965,511. Actual expenditures to purchase or construct capital assets were $3,998,341 for the
year. Most of this amount was used to purchase vehicles and equipment, construct or reconstruct
roads and the construction of the Township’s new fire station, $2,705,596. Depreciation charges for
the year totaled $2,032,830. Additional information on the Township’s capital assets can be found
in Note 14 of the notes to the financial statements of this report.

Debt administration:

General obligation bonds and sewer revenue bonds are backed by the full faith, credit and taxing
power of the Township, including the Township’s power to levy additional taxes to ensure repayment
of the debt. The Township’s general obligation debt increased by $2,037,000 as a result of drawing
down additional bond proceeds, $2,300,000, from the 2005 bonds and the sewer revenue debt
decreased by $640,000 during 2006 due to debt service payments.



FAIRVIEW TOWNSHIP
MANAGEMENT’'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Economic factors and next year’s budgets and rates

The Township’s elected and appointed officials considered many factors when setting the fiscal year
2007 budget, tax rates and fees that will be charged for the business-type enterprises. One of those
factors is the economy.

Fairview Township’s local economy consists largely of residential and retail areas, some farming and
commercial. Less than 10% is devoted to industrial activities. Construction of new homes is the largest
single business in the Township. This indicated that the business growth in the area has improved as
evidenced by the construction of several new commercial establishments in the area. Continued
stability and increase of annual residential building permits issued provide a trend for steady economic
development in the area, though the increase in 2007 is not as consistent as previous years.

In addition, the Township population increased 14% from 13,258 in 1990 to an estimate of 16,500 in
2005. This growth is indicative of the steady growth in residential building permits. This increase also
results in a higher demand for Township services and increased costs for the Township in 2007.

In our budget process the Township attempts to predict the financial condition of the Township at the end
of each fiscal year. Certain statistical tools are then used to develop a realistic picture of the income
and expense for the coming year. Every effort is made to budget appropriate amounts for
contingencies; however, no one can totally anticipate all unexpected occurrences that may arise after
the formalization and adoption of an operational budget. Municipalities such as Fairview Township
consistently monitor revenue and expenses to assure that income received by the Township meets the
projections of the budget to ensure those services adopted in the budget are delivered. Minor
adjustments are made during the year to reflect the changes in the income and subsequent
expenditures.

In 2006, the anticipated revenue from real estate transfers significantly exceeded the anticipated
budgeted amount. The majority of this amount is directly related to the transfer of commercial and
industrial property in the Township that could not have been anticipated and/or budgeted. This is
considered a “one time event”’. Additional revenues received included an adjustment of the earned
income tax. This amount will be offset in the 2007 budget so again this is an anomaly. Grantincome
was received but this was offset by additional cost.

In preparing the 2006 budget, certain reserves were anticipated to be used to balance the budget.
These reserves were previously established to make pension and postretirement benefit payments.
Due to the increase in real estate transfer income, these reserves were not used in 2006 and became
part of the 2007 budget. Looking forward, the Township does not see a decline in overall costs, and in
future years an adjustment must be made to revenues to cover future costs.



FAIRVIEW TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Economic factors and next year's budgets and rates (continued)

In 2005, the Township began the construction of a new fire station to replace the 50 plus year old station
at 340 Lewisberry Road. Original projections for this project had anticipated a construction cost of $2.5
million. When the bids were opened and additional factors considered, the estimated total cost for
move in is now in the range of $3.25 million. Again, cash reserves were used to fund this overage
rather than adding to the debt of the Township.

EMST

The Township eliminated the occupational privilege tax and replaced it with the Emergency Municipal
Services Tax. The Board added this to the 2006 budget and earmarked its use to pay for construction
of a new fire station. The majority of this money was used to pay for the additional construction costs of
the new fire station in 2006. In 2006, the Board increased the minimum wage limit to $12,000 before
individuals working in the Township were subject to the tax. In 2007, the state passed new laws related
to the assessment and collection of the tax. The impact of these changes is to reduce the revenues
from this tax in 2007 and future years.

Earned Income Tax (EIT)

The Township has been notified by the West Shore Tax Bureau (WESTAB) (the Bureau) that based
upon recent audits of the Bureau, the Bureau has overpaid the Township earned income taxes over the
past several years. The immediate impact to the Township is a reduction of 2006 revenues of
approximately $150,000 that the Bureau claims it has overpaid the Township. This reduction of
$150,000 has been reflected in the government-wide statements for 2006. The Township believes that
future budget projections of EIT revenues may need to be reduced by as much as $150,000 per year.
This will put a strain on the Township’s revenue requirements and may require the Township to
increase taxes.

Franchise taxes
The Township currently collects cable television franchise fees from two cable companies operating
within the Township. These funds are accounted for in the Capital Projects Fund and will be used for

future capital acquisition and improvement projects. The Township is monitoring pending state and
federal legislation that may substantially reduce the franchise taxes the Township receives in the future.

10



FAIRVIEW TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Postretirement medical costs

The Township continued to reserve funds for future postretirement medical costs. The costs are being
anticipated in conjunction with policies established as a result of negotiations with employees. In 2007,
the Board of Supervisors extended the period for postretirement benefits for police officers from five to
eight years. Itis expected this extended period will be granted to nonuniformed employees also.

2006 Capital expenditures

The Board budgeted $700,000 in capital expenditures for the period of 2006 to 2007. In the past, these
purchases were made using borrowed monies. The purchases will be self funded through the capital
projects fund. Each department will repay the capital projects fund over a period of time, three to seven
years depending on the type of asset.

The Township includes a component part of the debt of the Sewer Authority. This debt s self liquidating.
The debt balance at December 31, 2006, was $12,030,000. The Township, who is charged with
operating the sewer plant and making the debt payments, is monitoring the capacity of the plant’s
system to assure that future debt payments can be made. The Township is studying, as part of the
2007 budget, approved connections to the southern basin. As a result, no new development
connections are being approved. Current “approvals” for connection are at a level as such that any
additional “approvals” will require the addition of increased debt.

Contacting the Township'’s financial management
This financial report is designed to provide our citizens, taxpayers, customers and investors and creditors
with a general overview of the Township’s finances, and to show the Township’s accountability for the

monies it receives. If you have any questions about this report, or need additional information, contact
Fairview Township at 599 Lewisberry Road, New Cumberland, PA 17070.

11



FAIRVIEW TOWNSHIP
STATEMENT OF NET ASSETS — DECEMBER 31, 2006

ASSETS

Primary government

Governmental Business-type

activities activities Total
Current assets:
Cash and investments $ 5561,786 $ 3,480,269 $ 9,042,055
Taxes receivable 309,822 309,822
Internal balances (21,978) 21,978
Other receivables 89,728 334,650 424,378
Interest receivable 5,358 5,358
Total current assets 5,939,358 3,842,255 9,781,613
Noncurrent assets:
Restricted cash 1,398,731 1,398,731
Net pension asset 16,343 16,343
Capital assets, depreciable, net 23,656,817 11,599,760 35,256,577
Total noncurrent assets 23,673,160 12,998,491 36,671,651
Total assets $ 29612518 $ 16,840,746 $ 46,453,264

See notes to financial statements.



LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable and accrued expenses
Accrued interest payable
Deferred revenues
Escrows payable
Current portion of long-term debt

Total current liabilities

Noncurrent liabilities:
Bonds payable
Compensated absences

Total noncurrent liabilities
Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:

Retirement
Capital projects
Fire hydrant
Highway aid
Street lights
Debt service
Fire services
EMS services
Unrestricted

Total net assets

Total liabilities and net assets

Primary government

Governmental  Business-type

activities activities Total
$ 375,078 § 135635 $ 510,713
94,670 94,670
738,045 738,045
529,264 529,264
255,338 687,618 942,956
1,159,680 1,655,968 2,815,648
1,991,912 11,365,000 13,356,912
441,545 53,102 494,647
2,433,457 11,418,102 13,851,559
3,593,137 13,074,070 16,667,207
21,409,567 (452,858) 20,956,709
16,343 16,343
635,198 635,198
38,616 38,616
300,337 300,337
(21,042) (21,042)
1,878,982 1,878,982
1,127,957 1,127,957
(7,620) (7,620)
2,520,025 2,340,552 4,860,577
26,019,381 3,766,676 29,786,057
$ 29,612,518 $ 16,840,746 $ 46,453,264

12
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FAIRVIEW TOWNSHIP

BALANCE SHEET — GOVERNMENTAL FUNDS — DECEMBER 31, 2006

ASSETS

Cash and
investments

Taxes receivable

Accounts receivable

Due from other funds

Total assets
LIABILITIES
Accounts payable
Deferred revenues
Due to other funds

Escrow deposits

Total liabilities

FUND BALANCES

Fund balances:
Reserved
Unreserved

Total fund
balances

Total liabilities
and fund
balances

Highway Capital Capital Other Total
aid reserve projects governmental  governmental

General fund fund fund funds funds
$ 3,575547 $ 174,865 $ 301,917 $ 222,702 $ 1,286,755 $ 5,561,786
247,683 247,683
89,728 89,728
125,472 20,851 89,728 6,736 242,787
$ 3,823,230 $ 300,337 § 412,496 $ 312,430 $ 1,293,491 $ 6,141,984
$ 269,063 $ 106,015 $ 375,078
42,890 42,890
125,472 $ 89,728 49,565 264,765
529,264 529,264
966,689 89,728 155,580 1,211,997
2,468,714 2,468,714
387,827 $ 300,337 322,768 $ 312,430 1,137,911 2,461,273
2,856,541 300,337 322,768 312,430 1,137,911 4,929,987
$ 3,823,230 $ 300,337 $ 412,496 $ 312,430 $ 1,293,491 $ 6,141,984

See notes to financial statements.
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FAIRVIEW TOWNSHIP

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO

NET ASSETS OF GOVERNMENTAL ACTIVITIES

YEAR ENDED DECEMBER 31, 2006

Total governmental fund balances

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds

Net pension asset is not included in the governmental funds

Other assets are not available to pay for current-period expenditures
and therefore are deferred in the funds, tax revenues

Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds:

Compensated absences
Long-term debt

Net assets of governmental activities

See notes to financial statements.

$ 4,929,987

23,656,817

16,343

105,029

(441,545)
(2,247,250)

$ 26,019,381
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FAIRVIEW TOWNSHIP

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES —

GOVERNMENTAL FUNDS

YEAR ENDED DECEMBER 31, 2006

Highway Capital Capital Other Total
aid reserve projects governmental governmental
General fund fund fund funds funds
Revenues:
Taxes $ 3,594,979 $ 789,367 $ 4,384,346
Licenses, permits
and fees 5,242 $ 173,662 178,904
Fines and penalties 105,259 105,259
Interest and rents 137,286 $ 9,535 $ 7,838 31,525 111,842 298,026
Intergovernmental
revenue 307,312 354,221 661,533
Service fees 759,552 759,552
Miscellaneous
revenue 258,983 104,943 363,926
Total revenues 5,168,613 363,756 7,838 205,187 1,006,152 6,751,546
Expenditures:
Current:
General government 617,812 617,812
Public safety 2,557,488 3,142,185 5,699,673
Health and welfare 95,208 95,208
Highways 1,331,455 436,368 111 79,842 1,847,776
Culture, recreation 100,083 100,083
Debt service 6,843 339,896 346,739
Total expenditures 4,708,889 436,368 111 3,561,923 8,707,291
Excess (deficiency) of
revenues over
expenditures 459,724 (72,612) 7,727 205,187 (2,555,771) (1,955,745)
(continued)

17



FAIRVIEW TOWNSHIP

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES —

GOVERNMENTAL FUNDS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Highway Capital Capital Other Total
aid reserve projects governmental governmental
General fund fund fund funds funds
Other financing
sources (uses):
Proceeds from
issuance of bonds $ 2,300,000 $ 2,300,000
Interfund transfers:
Received $ 211,384 $ 111,912 853,250 1,176,546
Expended $ _ (316,696) (762,136) (341,787) (1,420,619)
Total other financing
sources (uses) (316,696) 211,384 (650,224) 2,811,463 2,055,927
Excess (deficiency) of
revenues and other
financing sources over
expenditures and other
uses 143,028 $ (72,612) 219,111 (445,037) 255,692 100,182
Fund balances:
Beginning of year 2,713,513 372,949 103,657 757,467 882,219 4,829,805
End of year $ 2,856,541 $ 300,337 $ 322,768 $ 312,430 $ 1,137,911 $ 4,929,987

See notes to financial statements.
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FAIRVIEW TOWNSHIP

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2006
Net change in fund balances, total government funds $ 100,182

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
reported as depreciation expense:

Add, capital outlays 3,343,708
Deduct, depreciation expense (1,548,930)

The change in value of the net pension asset is not reported in governmental
funds (506)

Revenues in the statement of activities that do not
provide current financial resources are not reported
as revenues in the funds, tax revenues. This amount
results in an increase from the revenue previously deferred. 162,120

Debt proceeds provide current financial resources to
governmental funds, and issuing debt increases
long-term debt in the statement of net assets (2,300,000)

Repayment of bond principal is an expenditure in the
governmental funds, but the repayment reduces long-
term liabilities in the statement of net assets 263,000

Some expenses reported in the statement of activities
do not require the use of current financial resources
and therefore are not reported as expenditures in the funds,
accrued compensated absences. This amount results from
an increase in this accrual. (141,182)

Change in net assets of governmental activities $ (121,608)

See notes to financial statements.
19



0¢

(panunuod)

ov.'0¥8'9L $ (000°0€0'Ch)$ LiZ'vev'El $  9LL'0LS § ZvL'682CL $  119'9.6°C $ sjesse [ejo|
L67'866'Z) (000°G9€ L 1) LE2'€92°C1 18€°1Z¢ €1€'812°L1 S}esse Jualinouou [ejo |
09.°66G'L L 18€°12¢ €1€'812°L1 J8u ‘s|qeloaidap
‘sjosse |ejden
(000'G9EL L) 000'G9E‘LL 8|qeAlsdal [ejual aseaT
1€2'86€E" L LE2'86E°L Yseo pajousey
.S]Josse JUaJINJUON
GGZ'Zy8'e (000°'699) 08+'0.9 62.'8¥¢ 69E'LLO°L 119'9/5°C S}osse JualInd [ej0]
(000'G99) ¢ 000°G99 8|qeAl90al |ejual
ase9| ‘uoipod uaungd
8/6'LZ 81612 spuny Jayjo wolj ang
8G€'S 8Ge's 8|qeAls0al Jsalau|
0S9'vEE lZv'ee €22'20¢ So|qeAlsdal SJUNoJdY
692'08¥'c $ A ¢ zcog9lz $ 891289 $  119'9/5C $ SJuswW)saAul pue yseo
.S)}asse Jualin)d
S13SSY
s|ejol suoljeuiw!|3 Auoyiny punj punj punj
diysumo | asnjoy lameg oAJasal
MaIAlle] lameg

9002 ‘L€ ¥3AaNTDAA — SANNH AYVLIHdOdd — S13SSV L3N 40 LNIFWILVLS

dIHSNMO1 M3IINAIV4



¥4

(panunuod)

20L'8L¥LL (000'G9E°L L) 000°G9E L1 7AW z6'0LY L)
20L'eS vLL'L 826'GY
000'G9E‘L L 000°G9E‘L L
(000°s9€‘LL) 000'GOELL
896'GG9’L (000'G99) 0/9'6S. 088'6 €2.'€S8 G69°'/69
819'/89 (000'699) ¢ 000699 819'/89
0.9'v6 0.9't6 $
G¥0'8c. 0Se‘ov G69°'/69 $
geg'sel  $ 0886 ¢ gsi'gzt ¢
S[ejo suoljeulw!|3 Aloyiny punj punj punj
diysumo | asnjoy lamesg aAJasal
MaINIe] lomag

sanljiqel|
JUS1INJUOU |B)O |

saouasge pajesuadwio)

a|qeAed 1gap |ejual asean

a|qefed sajou pue spuog
:saljljIgel] JUsLINOUON

saljjiqel| Jua.LINd [BJOL

199p wa)-buo)
Jo uomod uanun)
a|qefed 1saiau|
sanuaAal pallajag
sasuadxae paniooe
pue s|qefed sjunoooy
‘safljigel] jualny

s3alLrgavii

(Q3INNILNOD) 9002 ‘L€ ¥3aWT03A — SANNA AYVLIIYdOHd — SLASSY L3N 40 LNIWILVLS

dIHSNMOL M3INHIVH



44

"SJUSWID).)S [BloURUl) 0) S8J0U 985

9v.'0¥8'9L $ (000°0€0°CL)$ Le'vev'el $ 911026 ¢ 2vl'682CL $  119°9.6C $ s}osse jau
pue sajjljigel| |ejo L
9/9'99/.°¢ L¥S'60€°L 290°€SS 160°GZ 286'8/8°L S)OSSE Jau [Bj0 |
¥69°/88°) LWG'60€L $ 290°'eSS $ 160°Ge $ paAlssalun
286'8/8°L $ 286'8/8°L $ juswiali}dl puoq paAIasSaY
S13SSV 13N
s|ejol suojeuiwl 3 Auoyiny punj puny puny
diysumo| asnjoy Jamag aAlasal
MaIAlIE Jomeg

(@3INNILNOD) 9002 ‘L€ ¥3dW303A — SANNA AUV LIIHdOHd — SLIASSY L3N 40 LNIWILVLS

dIHSNMOL M3INAIVH



1574

(penunuoo)
192°200°L (126'92) (ggz'es) LLOELL L S9sUadX JOAO SONUSASI
Buneiado jo (Aousiolyep) sseoxg
0..'02L'E 2660V 1G6°LE0°L 128°1¥0C sesuadxe Bunesado |ejo |
668°'c8Y LGY'8 8Yv'GLY uonerdaidaq
evLes 266'0Y 1GLLL sasuadxa Ajuoyiny
€8G'v06°L L¥6°206 Zv9'L00°L jusuiesl) pue
|esodsip ‘uonos|j0n
G¥1°089 655°021 98G'65S [suuosiad
:sasuadxa bunelsadQ
LEG'ECL'Y 120'vL 999'8¥6 v¥8°091°¢C senuaal Bunelado |ejo |
GEL'8E 120'vL 829 980°¥2 SNO3UE||SOSIN
L¥6 L0V Ly6°L0Y sjwJad Jamag
668289t $ 8€0'8Y6 L18'v€L'T $ saolnSs 10j sabieyd
:senuanal bupesadO
s|ejoL suoheulwi3 Auoyny punj punyj punj
diysumo ] asnjoy Iamag anesal
MaIAIe Jamasg

9002 ‘1€ ¥AGNIDAA AIANI HVIA

SANN4 AYV13IYdOdd — S13ISSV L3N NI SIONVHO ANV SISNIAX3 ‘SINNIATY 40 INIWILVLS

dIHSNMO.L M3INdIVH



14

(penunuoo)
€10'vve LL9PL €15°1¥2 (96£'891) G8Z'0S1 (sesn) ssounos
Buioueuly Jayyjo |e1o0 |
€10'v¥2 €1G'1v2 (96G°€S1) 960°0G1 siajsuel} punusiy|
L1L9'vlL (008't1) 681 Auoyiny (wouy) o) siejsuel|
:(sasn) saounos Buoueuly 18y
(ge2'6.€) - 05199 LLY'GL (LG¥'¥SG) G60'C6 (sesuadxa) senuanal
Bunesadouou [gjo |
(L¥2°€69) 818°G6S (¥€2°169) (1e€'269) asuadxa Jsalaju|
zis'elz ¢ 99029 LLY'GL ¢ 0882y ¢ G606 $ SjuswWisaAul pue
sysodep Alesjodwa) uo sbuiuleg
(818'G6G9) $ 818'G6S  $ s|ejual ases]
:(sasuadxa) senuanal buneladouoN
s|ejo suoneuiwl3  Ayoyny puny puny puny
diysumo | asnjay Jomeg EIVELE)
MaINIeH Jamag

9002 ‘L€ ¥AGNIOIA AIANT ¥VIA
(Q3INNILNOD) SANNH AYYLIIHdOYd — SLASSY L3N NI SIONVHO ANV SIASNIAXT ‘SANNIATY 40 LNIFWILVLS

dIHSNMO1 M3INdIVH



°14
"S)UsWIa).]S |elouBUl) O] S8)0U 998

9/9'992'¢ $ - ¢ L¥S60EL $ 290'eGS $ 1606 0§ 286'8.8°L $ Jeak jo pug

115'668'C 1GL'GGZ'L €og‘ele (620'69¢) 209'Ge9’L Jeah jo Buiuuibeg
:s)esse JaN

660°'298 $ 06.'¢S ¢ 6G2'6.L $ o0.L'06c ¢ osegevz ¢ sesn Jayjo pue sasusadxs

JaA0 sa24nos Buioueuly
JBY)0 pue sanuaAal JO SS80XT

SEjol  suoneulwuy | Auouiny puny pun} pun}
diysumo | asnjaoy lameg aAI9Ssal
MaIAlle Jamag

9002 ‘1€ ¥39N3D3A AIANT HVIA
(@3INNILNOD) SANNH AYYLIINHOYd — SLISSY LAN NI STONVHO ANV SISNIAXT ‘SINNIATY 40 LINIFWILVYILS

dIHSNMO1 M3INdIVd



9c

(panunuod)

€L0'v¥2 62v'0SZ°) €L5°/¥2 (viz'vov'L) G8Z'0S 1 spunj Jayjo pue
Ajuoyiny wouy/oy syuswAed
‘saniaioe Buioueuly jeydesuou
(u1 pasn) Aq papinoid smojj ysen
816°291°C (Svz'ze) (CCEE) 128'€.G') 068°969 saniAnoe buesado
(ur pasn) Ag papinoad yseo j1aN
(G6€'6.) (99z'9v) (6zl'ce) syuswihed
G80'6. 120yl $ 829 9eY'¥9 anuaAsy
:bunesado Jay0
(06.°269) (2e0'021) (€52'2.19) seafojdw3
(v28'628°1L) (050°268) (¥z8'ze6) sJa|ddng
:0] sjuswAed
268'G89'v $ go6'ore  $ 160°8¥0c $ 068969 $ SJasn pue s1awojsnd woyj sidieoay
:saiAoe Bunesado woly sMmojs ysen
s|ejol Auouyiny punj puny puny
diysumo] asnjay Jamag anIasal
MaIneS Jamas

9002 ‘L€ ¥3AaNTDOIA AIANT HV3IA
SANN4 AYVLI-HdO™d — SMOT4 HSVO 40 LNJW3LVLS

dIHSNMO.L M3INdIVH



XA

(panunuo)
000'6.8'v $ £68'86e'L $ zogalz ¢ g9L‘/89 $ 119'9/G6°C ¢ Buipug
95€°'/68°'C 088'8. 99/'vL€ €0€°'298 L0¥'9€9°L Buluuibeg
:SjusjeAInba yseo pue ysen
¥¥9'186°L €/6'61E°L (¥9t'86) (seL‘o8l) 0.2'0v¥6 sjus|eainba yseo
pue yseo ul (9sealoap) asealoul }JoN
£50'681'L 109°2€€"L LIPSl 088°Zy G60'€6 seliAnoe
Bunsaaul Aq papinold yseo 1aN
L000¥2’L L00'0¥2’L SJUSLWISBAUI JO BeS WOl SPaso0ld
2S0'6%2 90926 LL¥'SL 088'Z¥ G60°E6 $ 8WO0DUI JUSLI)SaAU|
‘SaljlAloe
Bunsaaul Aq papinoid smoyy ysed
(oot'vL6°L) (818'6eZ1) (¥56°'G82) (829°26¢) seniAloe bBuoueuly
pajejal pue |ejdes ul pasn Yseo }aN
(2€9'¥59) (bG6'G82) ¢  (829'89¢) sjesse paxi} Jo aseyoind
(Le€'269) (818'G69) (€15°1) spuoq uo pied jsalajuj
(2e¥'299) ¢  (000'0¥9) $ (Lev'22) ¢ spuoq uo pied |edioulld
‘saniaoe Buloueuly
pajejal pue |ejded wolj SMOoJ) ysed
s|ejol Auoyiny puny puny puny
diysumo | asnjay lameg ENVERE)
MaIAIIEH Jomag

9002 ‘L€ ¥3gN3ID3A A3ANT ¥V3IA
(@3INNILNOD) SANN4 AYVYLIIMHOYd — SMO14d HSVYD 40 INIWILVLS

dIHSNMOL M3INHIVH



8¢

"S]UaLWI)L]S |BIoURUI O) S9)J0U 893

g16'c9L'c ¢ (avz'eze) ¢  (¥GS'sl) $ 128'€15°L $ 068'969 $

/G1°091°1 (P12°9) LeL'. 018'09% 068969

00¥'G2. 22S €81°/2 G69°269

0£9'89 (b22'Q) 168'S 81889 (508) $

(826°'12) (826'12)

(¥6.'G6) (eg1'2) (199'88)

6688V LGP’ 8vv'S.lY

1922001 ¢ (126'92) $  (G82°¢8) $ L10°CLL'L $

s|ejol Auoyiny punj punjy punj

diysumo | asnjoy 1omag EIVEEEY
MaIAIe 1omas

saniAoe Bunelado (ul pasn) Aq papinoid yseo JoN
sjuawisnipe |ejo |

sailjigel] J3yjo
a|qeAed syjunoooy
‘saljljiqel| ul (asealoap) asealou|
spunj Jayjo wouj ang
9|qeAI99al SJUNOJJY
'S}OSSe Ul 9sealou|
uoneloaldag
syuswysnipy
sasuadxa JoAo senuanal Bunelado Jo ssa0x]
:sanAoe Bupesado wouy sMoj) ysen

9002 ‘L€ ¥39W3I03A AIANT ¥V3IA

(@3INNILNOD) SANNH AYV13I¥dO¥d — SMO14 HSVYO 40 INJWILVYLS

dIHSNMOL M3INYIV



FAIRVIEW TOWNSHIP
STATEMENT OF FIDUCIARY NET ASSETS

DECEMBER 31, 2006

Police
Nonuniformed pension Total
pension fund fund 2006
Assets:
Cash and cash equivalents $ 500 $ 23,948 $ 24,448
Investments 3,825,046 6,773,072 10,598,118
Total assets $ 3,825,546 $ 6,797,020 $ 10,622,566
Net assets held in trust for pension benefits $ 3,825,546 $ 6,797,020 $ 10,622,566

See notes to financial statements.
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FAIRVIEW TOWNSHIP
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

YEAR ENDED DECEMBER 31, 2006

Police
Nonuniformed pension Total
pension fund fund 2006
Additions:
Contributions:
State aid $ 81,209 $ 97,925 $ 179,134
Employer 188,104 188,104
Employee 24,331 18,388 42,719
Total contributions 293,644 116,313 409,957
Investment income:
Net appreciation in fair value
of investments 180,997 644,206 825,203
Interest and dividends 157,230 630 157,860
338,227 644,836 983,063
Less investment expense 14,788 47,892 62,680
Net investment income 323,439 596,944 920,383
Total additions 617,083 713,257 1,330,340
Deductions:
Benefit payments 171,707 190,956 362,663
Administrative expenses 5,944 9,922 15,866
Total deductions 177,651 200,878 378,529

(continued)
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FAIRVIEW TOWNSHIP

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Police
Nonuniformed pension Total
pension fund fund 2006
Net increase $ 439,432 $ 512,379 $ 951,811
Net assets held in trust for pension benefits:
Beginning of year 3,386,114 6,284,641 9,670,755
End of year $ 3,825,546 $ 6,797,020 $ 10,622,566

See notes to financial statements.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2006

Summary of significant accounting policies:

The financial statements of Fairview Township have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The significant accounting
policies of Fairview Township are described below.

Fairview Township is located in York County, Pennsylvania. It is a Township of the second class
established in 1803 and operates under an elected five member Board of Supervisors. The Township
provides services in many areas to its residents, including building and sewerage regulation,
maintenance of streets and highways, community enrichment programs and various general
government services.

Reporting entity:

The Township defines its reporting entity based upon the criteria established by GASB. The
Township includes in its reporting entity organizations for which it is financially accountable and
other organizations for which the nature and significance of the relationship with the Township is
such that exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete.

The definition of reporting entity is based primarily on the notion of financial accountability. The
Township is financially accountable to an organization if they appoint a voting majority of an
organization’s governing body and either it is able to impose its will on that organization or there is a
potential for the organization to provide specific financial benefits to, or to impose specific burdens
on, the Township. The Township would include any organization fiscally dependent upon it.

The Township Authority, included in these financial statements, has been determined by the above
criteria as being a part of the reporting entity. The significant factors for including the Authority in the
reporting entity of the Township are: the appointment of Authority board members by Township
supervisors and the Township’s guaranty of outstanding Authority revenue bonds. The Authority
has been included in these financial statements as a blended component unit of the proprietary
funds.

The Fairview Township Authority was created in 1963 and was organized under the laws governing
authorities within the Commonwealth of Pennsylvania (Municipality Authorities Act of 1945). The
Authority has the power to construct, finance, operate, maintain and lease sewer systems. The
Authority owns the sewer system and leases it to Fairview Township. Separate financial statements
regarding the operations of the Authority may be obtained by contacting the Township office.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

1. Summary of significant accounting policies (continued):
Reporting entity (continued):

The Fairview Township Fire Department (Fire Department) is included in these financial statements in
other governmental funds based upon the criteria described above. The Township controls the
operations of the Fire Department and is financially accountable for the fiscal matters of the
Organization. The majority of the assets titled to the Fire Department were transferred to the
Township during 2005 with certain additional assets transferred in 2006; the balance of the assets
are expected to be transferred in during 2007. The Fire Department has been reported as a
blended component unit in the other governmental funds.

The Fire Department is an all volunteer organization, which provides fire fighting, education and
prevention services to the residents of Fairview Township and surrounding areas. The Fire
Department generates support and revenues from donations and fund-raising events. The
Township assesses a real estate tax for fire protection purposes against the residents of Fairview
Township in order to pay for operating expenses of the Fire Department.

Jointly governed organization:

The Township is a participant with other municipalities and school districts in the West Shore Tax
Bureau. It is jointly governed by its participating members and is considered to be an internal
service entity established to serve its member governmental units. The bureau is a regional
collector of local earned income tax and occupational privilege tax. The bureau’s operations are
separated into three funds, two for tax receipts and distribution of such receipts and one for
administration of the tax collection operation.

Basis of presentation:

Government-wide financial statements - The statement of net assets and statement of activities
display information about the reporting government as a whole. They include all funds of the
reporting entity except for fiduciary funds. The statements distinguish between governmental and
business-type activities. = Governmental activities generally are financed through taxes,
intergovernmental revenues and other nonexchange revenues. Business-type activities are
financed in whole or in part by fees charged to external parties for goods or services.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Summary of significant accounting policies (continued):
Basis of presentation (continued):

Fund financial statements - Fund financial statements of the reporting entity are organized into funds,
each of which is considered to be separate accounting entities. Each fund is accounted for by
providing a separate set of self-balancing accounts that constitute its assets, liabilities, fund equity,
revenues and expenditure/expenses. Funds are organized into three major categories:
governmental, proprietary and fiduciary. An emphasis is placed on major funds within the
governmental and proprietary categories. A fund is considered major if it is the primary operating
fund of the Township or meets the following criteria:

a. Total assets, liabilities, revenues or expenditures/expenses of that individual fund are at least
10% of the corresponding element total for all funds of that category or type; and

b. The same elementthat met 10% criteria in a. is at least 5% of the corresponding element total
for all funds combined.

The following paragraphs describe the fund accounting structure of the Township:

Governmental fund types - Governmental funds are those through which most governmental
functions of the Township are financed.

Following are descriptions of the Township's governmental fund types:

General Fund - The principal fund of the Township which accounts for all financial transactions
not accounted for in other funds. The majority of current operating expenditures of the
Township are financed through revenues of the General Fund.

Special Revenue Funds - Accounts for the proceeds of specific revenue sources (other than
capital projects) that are legally restricted for specified purposes.

Capital Projects - Accounts for restricted financial resources to be used for the acquisition or
construction of major capital facilities.

Fiduciary fund types, trust funds - Fiduciary funds are used to account for assets held by the
Township in a trustee capacity or as an agent. Trust funds of Fairview Township include pension
trust funds and are accounted for on the flow of economic resources measurement focus and
use the accrual basis of accounting. Under this method, revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Summary of significant accounting policies (continued):
Basis of presentation (continued):

Fund financial statements (continued):

Major and nonmajor funds - The funds are further classified as major or nonmajor as follows:
Major funds:

General - The principal fund of the Township which accounts for all financial transactions
not accounted for in other funds.

Special revenue funds:
Highway Aid Fund - The Highway Aid Fund is used to account for specific revenues that
are restricted to the expenditures for the improvement and maintenance of the

Township’s roads, bridges, curbs and gutters.

Capital Projects Fund - Capital Project Funds account for the acquisition, improvement or
construction of fixed assets not being financed by proprietary funds.

Capital Projects Fund - The Capital Projects Fund is used to account for Cable TV
franchise fees. These fees will be used to fund future capital acquisition and
improvement projects.

Capital Reserve Fund - The Capital Reserve Fund is used to account for financial
resources to be used for the acquisition or construction of capital facilities.

Nonmajor funds:

Street Light Fund - This fund is used to account for the assessment of fees, based on front
footage of served lots, and their expenditure to provide street lighting.

Fire Hydrant Fund - This fund is used to account for the collections of a tax imposed on
residents served by fire hydrants and the expenditure for fire hydrant water service.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Summary of significant accounting policies (continued):

Basis of presentation (continued):

Fund financial statements (continued):

Major and nonmajor funds (continued):

Nonmajor funds (continued):

Fire Service Fund - The Fire Service Fund is used to account for the collections of real
estate taxes designated for assisting the volunteer fire company with its capital and
operating expenditures. All expenditures from this fund require Township approval. On an
annual basis, the Township commissions an audit of the volunteer fire company paid for
from this Fund. A copy of the audit is available at the Township’s office.

Emergency Medical Services (EMS) Fund - The EMS Fund is used to account for the
collections of real estate taxes designated for assisting the Township’s EMS Service with
its capital and operating expenditures. All expenditures from this fund require Township
approval. On an annual basis, the Township commissions an audit of the EMS service
paid for from this Fund. A copy of the audit is available at the Township’s office.

Fire Station Fund - The Township is using this fund to track the construction of a new fire
station within the Township. The Township has secured debt of $2.5 million to pay for the
construction of the new station.

Emergency Services Tax (EMST) Fund - This tax is assessed at $52 per eligible worker in
the Township. The tax has been collected and segregated into this fund to provide funds
for emergency services within the Township.

Fairview Township Fire Department - This is a blended component unit of the Township.
The Fire Department provides fire fighting, education and protection services to the
residents of Fairview Township. The Fire Department relies on donations from the public
and fund-raising events.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Summary of significant accounting policies (continued):
Basis of presentation (continued):

Fund financial statements (continued):

Proprietary Fund Types - Proprietary fund types account for operations that are financed and
operated in a manner similar to private business enterprises.

Enterprise Funds - Enterprise Funds are used to account for operations where the intent is that
the costs of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges.

Major funds:

Sewer Fund - The Sewer Fund is used to account for the financial transactions associated
with the operations and administration of the Township’s sewer system.

Sewer Reserve Fund - The Sewer Reserve Fund is used to account for funds received for
sewer connections in excess of 62 connections per year and the savings on annual debt
service of the sewer revenue bonds versus budgeted figures. The funds will be used to
pay future sewer connections.

Refuse Fund - The Refuse Fund is used to account for the financial transactions associated
with the collection of refuse in the Township.

Fiduciary fund types - Fiduciary funds are used to account for assets held by the Township as a
trustee or agent for other funds or governmental entities.

Trust Funds - Trust funds are used to account for assets held by the Township in a trustee
capacity or as an agent for individuals.

Police and Nonuniformed Pension Funds - These trust funds are used to account for the

retirement contributions of the Township and its employees. Pension Trust Funds are
accounted for in a manner similar to Proprietary Funds since capital maintenance is critical.
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1. Summary of significant accounting policies (continued):
Fairview Township Authority:

The Fairview Township Authority was created in 1963 and was organized under the laws governing
authorities within the Commonwealth of Pennsylvania (Municipality Authorities Act of 1945). The
Authority has the power to construct, finance, operate, maintain and lease sewer systems. The
Authority owns the sewer system and leases it to Fairview Township.

The governing body of the Authority is a Board consisting of five members appointed by the Fairview
Township Board of Supervisors. The terms of the members of the Board are five years each. The
terms are staggered so that the term of one member expires each year. Members of the Board may
be reappointed. The Board is authorized to exercise any and all powers conferred by the Act
necessary for the acquisition, construction, improvement, extension, maintenance and operations of
sewer systems.

Authority - basis of presentation:

The Authority’s policy is to prepare its component unit financial statements on the accrual basis, as
required by accounting principles generally accepted in the United States of America.

In accordance with the financial provisions of the trust indentures securing the sewer revenue bonds,
the trust assets of the Authority are accounted for in various funds established by the indentures.
The purpose of the funds is to segregate the trust assets into restricted-use accounts for the security
of the bondholders. The funds are maintained by an independent trustee on the cash basis, as
required by the indenture. The accounting records maintained by the trustee do not differ
significantly from the accounting records which would be maintained if the accrual basis of
accounting had been utilized, as required by accounting principles generally accepted in the United
States of America for Debt Service Funds of a Local Governmental Unit. Because the Authority
merely acts as a conduit for the receipt of rent and the payment of the interest and principal of the
bonds and the related executory expenses and may, upon provision for the retirement of its debt,
convey title to the facilities to the Township the “direct financing method” of accounting for long-term
capital leases is utilized on the Authority’s statements of net assets. Under this method, the present
value of the net minimum lease payments applicable to the debt service requirements of the sewer
revenue bonds is shown as a receivable and the cost of the facilities financed by the Authority is
considered to be an asset of the Township.
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Summary of significant accounting policies (continued):
Authority - basis of presentation (continued):

Lease rentals are recorded as income when received and distributed by the trustee to separate funds
for present and future redemption of bonds and for payment of interest as directed by the terms of
the trust indentures.

Basis of accounting:

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds are accounted for using the current financial resources measurement
focus. With this measurement focus, only current assets and current liabilities generally are
included on the balance sheet in the funds statements. Long-term assets and long-term liabilities
are included in the government-wide statements. Operating statements of the governmental funds
present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and
other financing uses) in net current assets.

The government-wide statements of net assets and statements of activities and proprietary funds and
pension trust funds financial statements are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities associated with the
operation of these activities are either included on the statement of net assets or on the statement of
fiduciary net assets.

They are presented on the accrual basis of accounting. Under this method of accounting exchange,
revenues are recognized when earned and expenses are recorded when liabilities are incurred
without regard to receipt or disbursement of cash.

The fund financial statements of the general, special revenue and capital projects funds are
maintained and reported on the modified accrual basis of accounting using the current financial
resources measurement focus. Under this method of accounting, revenues are recognized in the
period in which they become measurable and available. All budgets have been adopted on the
modified-accrual basis of accounting for all governmental fund types. The material modifications of
the modified accrual method from the accrual method are as follows:
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Summary of significant accounting policies (continued):

Basis of accounting (continued):

a.

b.

C.

Revenues are recognized in the accounting period in which they become susceptible to
accrual; that is when they become both measurable and available to finance expenditures of
the current period. Available means collectible within the current period or within 60 days
after year end. Receivables that will not be available within the current period have been
reflected as deferred revenues.

Real estate transfer taxes, licenses, permits and fines, rental income and miscellaneous
revenues are recorded as revenues when received in cash because they are generally not
measurable until actually received.

Intergovernmental revenues and investment income are recorded when earned since they are
measurable and available. Real estate taxes which are uncollected or delinquent are
recorded as receivables, net of the allowance for doubtful accounts. Current levies of taxes
which are not available to finance current expenditures are recorded as deferred revenues.
Taxpayer assessed revenues are recognized when they become both measurable and
available to finance expenditures of the fiscal period.

Prepaid expenses are not recognized as such.

Principal and interest on long-term debt are recognized when due.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The Township has elected not to follow subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.

40



FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Summary of significant accounting policies (continued):
Tax revenue:

Real estate, per capita, earned income and emergency service taxes are recorded at gross amounts
collected with expenses and commissions paid recorded as an expenditure under general
government. Real estate transfer and delinquent real estate taxes are recorded at the net amount
received from the collecting agency after deduction for fees and expenses.

Cash, cash equivalents and investments:

Cash and cash equivalents consist of cash on hand and short-term, highly liquid investments with an
original maturity of three months or less when purchased and are maintained at a local financial
institution. Investments are principally stated at quoted market values.

Receivables:

Accounts receivable and taxes receivable determined as being uncollectible are accounted for via the
direct write-off method. As of December 31, 2006, the Township believes all accounts receivable
are 100% collectible.

Budgets:

Prior to the beginning of each fiscal year, an annual budget is adopted for the General Fund, Highway
Aid Fund, Capital Reserve Fund, Capital Project Fund, Fire Hydrant Fund, Fire Service Fund, EMS
Service Fund and Street Light Fund. Encumbrances and appropriations outstanding at December
31 are reported as reservations of fund balances and do not constitute expenditures, expenses or
liabilities of the present year because the commitments will be honored in the subsequent year.
During 2006, expenditures exceeded appropriations in the Highway Fund by $111,368. The excess
expenditures were funded by excess revenues over appropriated revenues and cash reserves in the
respective funds.

Capital assets:

Capital assets, which include land, land improvements, buildings, machinery and equipment, sewer
systems and infrastructure assets (e.g., roads), are reported in the government-wide financial
statements. Infrastructure assets include Township-owned roads, traffic signals and storm sewers.
Capital assets are recorded at historical costs if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.
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Summary of significant accounting policies (continued):
Capital assets (continued):

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are reported at their fair market value as of the
date received. The Township’s infrastructure consists of roads, traffic signals and storm water
systems. Improvements are capitalized; the costs of normal maintenance and repairs that do not
add to the value of the asset or materially extend an asset’s life are not.

All capital assets are depreciated, except for land. Improvements are depreciated over the remaining
useful lives of the related capital assets. Useful lives for infrastructure were estimated based on the
Township’s historical records of necessary improvements and replacement. Depreciation is
computed using the straight-line method over the following useful lives:

Governmental activities

Description estimated lives
Buildings and improvements 40 years
Machinery and equipment 10 years
Vehicles 7 years
Infrastructure 25 - 50 years

Long-term debt:

The accounting treatment of long-term debt depends on whether the assets are reported in the
government-wide or fund financial statements.

All long-term debt to be repaid from governmental resources is reported as liabilities in the
government-wide statements. The long-term debt consists primarily of notes payable and accrued
compensated absences.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements.

The debt proceeds are reported as other financing sources and payment of principal and interestis
reported as expenditures.
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Summary of significant accounting policies (continued):
Deferred sewer reserve and sewer fund revenues:

The Township and the Authority adopted a resolution, effective October 1, 2006, for the collection and
reservation of future sanitary sewer capacity for approved and future approved land development
and subdivision plans. The sanitary sewer capacity fees are recorded as deferred revenues until the
capacity is utilized.

Compensated absences:

The Township’s policies regarding sick and vacation time permit employees to accumulate earned but
unused sick and vacation leave. The liability for these compensated absences is recorded as long-
term debt in the government-wide statements. In the fund financial statements, governmental funds
report only the compensated absence liability payable from expendable available financial
resources.

Use of estimates:

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting periods. Actual results could differ from those
estimates.

Equity classifications:

Government-wide statements

Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt - Consists of capital assets net of
accumulated depreciation and reduced by the outstanding balances of any bonds, notes
or other borrowings that are attributable to the acquisition, construction orimprovement of
those assets.
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Summary of significant accounting policies (continued):
Equity classifications (continued):

Government-wide statements {(continued)

b. Restricted net assets - Consists of net assets with constraints placed on the use either by
(1) external groups such as creditors, grantors, contributors or laws or regulations of other
governments; or (2) law through constitutional provisions or enabling legislation.

c. Unrestricted net assets - All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

Fund statements - Governmental fund equity is classified as fund balance. Fund balance is further
classified as reserved and unreserved.

Deposits and investments:
Custodial credit risk, deposits and investments:

For deposits, custodial credit risk is the risk that, in the event of bank failure, the Township’s deposits
may not be returned to it. Forinvestments, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the Township will not be able to recover the value of its investment or
collateral security that is in the possession of an outside party. The Township’s current investment
policy requires that securities be held by custodians specified in their investment program, and that
there are written custodian agreements and commitments documenting collateral pledges. The
policy also requires depository institutions to provide collateral for all deposits according to law.
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Deposits and investments (continued):
Custodial credit risk, deposits and investments (continued):

As of December 31, 2006, $10,136,041 of the Township’s bank balance of $10,479,764 was not
covered by the Federal Deposit Insurance Corporation, but was collateralized in accordance with Act
72. This Act requires the institution to pool collateral for all its government deposits and to have the
collateral held by an approved custodian in the institution’s name.

Ratings Fair value
Deposits:
Collateral held by the pledging bank
under Act 72 but not in the
Township's name $ 10,136,041
Insured by Federal Deposit Insurance
Corporation 343,723
Outstanding checks (39,489)
Petty cash 511
Total deposits 10,440,786
Investments:
Mellon Bank sponsored mutual funds:
Intermediate bond fund 2,110,775
Active core bond fund 2,108,513
FPA Core Mid CAP stock fund 1,574,546
FPA Core Large CAP stock fund 3,726,623
NCML EAFE plus fund 1,077,661
Temporary investment funds Unrated 24,448
Total investments 10,622,566
Total deposits and investments $ 21,063,352
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Deposits and investments (continued):

Custodial credit risk, deposits and investments (continued):

Fair value
Governmental funds $ 5,561,786
Business-type funds:
Unrestricted 3,480,269
Restricted 1,398,731
Pension funds 10,622,566
$ 21,063,352

Interest rate risk:

The Township has a formal investment policy that permits investments as authorized by law and
requires that maturities of investments are consistent with cash flow requirements. The policy does
not limitinvestment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.

Credit risk:

According to the Township’s investment policy, the selection of depository institutions, repurchase
investment advisors, brokers, custodians, investment advisors, local government investment pools
and money market mutual funds are based on legality, performance, quality of service,
creditworthiness, reputation and integrity. In addition, the investment companies used by the
Township must be rated in the highest category by a nationally recognized rating agency.

Future lease rental receivable:

The Authority issued sewer revenue bonds to provide funds to extend and upgrade the sewer collection
and water systems leased to Fairview Township. The operation and maintenance of the systems are
the responsibility of Fairview Township. The Authority utilizes the “financing method” to account for the
lease of the facility to Fairview Township. Therefore, the Authority has net future lease rentals
receivable applicable to retirement of the revenue bonds while the project assets are reported on the
lessee’s financial statements as part of their property, plant and equipment.
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Future lease rental receivable (continued):

On August 1, 2001, the Authority and the Township entered into a lease agreement of the sewer system,

under which the Township has agreed to make lease rental payments thereunder to the trustee as
security for the Series of 2001 Bonds. This lease agreement amended and/or supplemented an
agreement of lease, dated as of December 1, 1988, as amended and/or supplemented subsequently
as of December 1, 1990, 1991 and January 1, 1994. The Township operates the sewer system and
has covenanted to impose and collect sewer rentals and other charges to provide for the payment of
such lease rentals and to pay the operating costs of the sewer system. The Township has pledged the
revenues and receipts of the sewer system to secure its obligations to make such lease rental
payments. As of December 31, 2006, the present value of the future minimum lease rentals is
$12,030,000.

Minimum rentals under the 2001 bond issues, including interest of $4,966,825, are as follows:

Lease years Rental
ending payment

2007 $ 1,236,177
2008 1,234,245
2009 1,235,610
2010 1,240,010
2011 1,232,167
2012-2016 5,660,143
2017-2021 5,158,473
$ 16,996,825

Under the 2001 bond indenture, minimum lease rentals will be reduced by excess trustee funds invested

in the 2001 debt service reserve fund as determined by the terms of the indenture. During 2006, the
debt service reserve fund transferred $189 to the Township’s Sewer Reserve Fund for future debt
service requirements. The Township has guaranteed the 2001 bond issue with its full faith, credit and
taxing power.
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4. Sewer revenue bonds payable, Authority:

On August 15, 2001, the Authority issued Guaranteed Sewer Revenue Bonds, Series of 2001 for
$15,560,000. The bond proceeds, together with other Authority funds, were used to current refund the
1991 bonds, principal of $9,205,000, which includes bonds outstanding of $3,875,000 and previously
advanced refunded of $5,330,000, and the 1994 bonds, principal of $11,615,000. The Authority
recognized an economic gain of approximately $576,329 (differences between the present values of
the debt service payments on the current refunded and new debt). The Guaranteed Sewer Revenue
Bonds, Series of 2001, were issued for the purpose of: (1) payment of all costs and expenses of
retirement of the outstanding 1991 and 1994 Bonds; (2) the payment of all costs and expenses of
issuance of the Bonds and (3) the establishment of necessary reserves and other funds as provided for
in the indenture.

The 2001 Bonds are secured under the related trust indenture by the assignment and pledge of lease
rentals as stated previously in Note 3.

Scheduled maturities and interest rates of the 2001 Bonds are as follows:

2007 4.05 % $ 665,000 2015 490 % $ 820,000
2008 4.15 690,000 2016 5.00 860,000
2009 4.25 720,000 2017 5.00 905,000
2010 4.35 755,000 2018 5.05 945,000
2011 4.45 780,000 2019 5.10 995,000
2012 4.60 715,000 2020 5.15 1,055,000
2013 4.70 745,000 2021 5.15 595,000
2014 4.80 785,000
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Sewer revenue bonds payable, Authority (continued):

Total debt service requirements are:

Year Amount
2007 $ 1,236,177
2008 1,234,245
2009 1,235,610
2010 1,240,010
2011 1,232,167
2012-2016 5,660,143
2017-2021 5,158,473
$ 16,996,825

General obligation debt:

General obligation notes payable/capital lease obligations consist of the following as of December 31,
2006:

Capital Lease Obligation:
During 2003, the Township entered into a copier lease with a four-year term which expires in July
2007. The lease requires monthly payments of $570, including a 5.70% implicit rate of interest.

The copier is collateral for this obligation. The copier has an original cost of $24,425. The
outstanding balance as of December 31, 2006 is $3,762.
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5. General obligation debt (continued):
General Obligation Note, Series of 1997:

On October 15, 1997 the Township issued its General Obligation Note, Series of 1997 in the
principal sum of $982,000 to: (1) refund the General Obligation Note, Series of 1989; (2) fund the
purchase of sanitary sewage treatment capacity; (3) purchase an ambulance and other municipal
equipment; (4) pay for remediation and restoration of storage tank removals on the Township's
property and (5) pay costs, fees and expenses related to this issue. Of the $982,000 issue,
$792,000 was deposited in the General Fund and recorded as General Long-term Debt as of
December 31, 1997. This portion of the note bears interest at 4.90% per annum and requires 72
monthly payments of principal and interest of $12,575. This portion of the note matured
December 1, 2003. The remaining portion of the note, $190,000, was deposited and recorded in
the Sewer Fund (a proprietary fund) as a liability. This portion of the note bears interestat5.01%
per annum and requires 120 monthly payments of principal and interest of $2,017. This portion
of the note matures November 1, 2007. As of December 31, 2006, the balance outstanding is
$22,618.

General Obligation Note, Series of 2005:

On August 1, 2005, the Township issued its General Obligation Note, Series of 2005 in the
maximum principal amount of $2,500,000 to construct a new fire station within the Township;
purchase a new fire truck; provide for other capital improvements and equipment and to pay for
the costs of issuing the debt. The note bears interest at a rate of 3.70% per annum with interest
only payments through August 1, 2006. Subsequent to August 1, 2006, the Township will pay
monthly installments of interest and principal of $27,315 through the maturity date of August 1,
2015. During 2006, the Township received the balance of the bond proceeds of $2,300,000. As
of December 31, 2006, the Township has an outstanding balance of $2,243,488.
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General obligation debt (continued):

A summary of changes in general obligation debt is as follows:

Due
Balance, Balance within one
January 1, 2006 Additions Payments December 31, 2006 year
Capital Lease Obligation $ 10,250 $ 6488 $ 3,762 $ 3,762
G. O. Note, 1997
(Sewer Fund) 45,055 22,437 22,618 22,618
G. O. Note, 2005
(General Fund) 200,000 $ 2,300,000 256,512 2,243,488 251,576
$ 255,305 $ 2,300,000 $ 285,437 $ 2,269,868 $ 277,956
Scheduled principal maturities are:
Capital G.O. G. O.
Year lease obligation Note 1997 Bond 2005 Total
2007 $ 3,762 $ 22,618 $ 251,576 $ 277,956
2008 261,045 261,045
2009 270,868 270,868
2010 281,062 281,062
2011 291,640 291,640
2012-2015 887,297 887,297
$ 3,762 $ 22,618 $ 2,243,488 $ 2,269,868
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General obligation debt (continued):

Minimum debt service requirements are;

Capital G.O. G.O.

Year lease obligation Note 1997 Bond 2005 Total
2007 $ 3,992 $ 22,749 $ 327,777 $ 354518
2008 327,777 327,777
2009 327,777 327,777
2010 327,777 327,777
2011 327,777 327,777
2012-2015 928,701 928,701
$ 3,992 $ 22,749 $ 2,567,586 $ 2,594,327

Property taxes and assessments:

The Township's property and fire hydrant taxes are levied each February 15 on the assessed value as of
January 1 as maintained by the County. Real property taxes are assessed on all non-exempt real
property located in the Township. The fire hydrant tax is assessed on those residents owning real
property in the Township within 780 feet of a fire hydrant. The millage rates for 2006 were 0.878 mills -
real estate and 0.300 mills - fire hydrant, fire services and EMS services.

The Township’s street light assessment is levied each February 15 and is based on the road frontage
footage of non-exempt property served by street lights. The assessment rates for the year ended
December 31, 2006 were 15.62 cents/foot for unimproved and 62.5 cents/foot for improved road
frontage.

Real estate and fire hydrant taxes and street light assessments attach as an enforceable lien on property
on January 1 and are collected by an elected tax collector. Taxes paid through April 15 are given a 2%
discount. Taxes paid after June 15 are charged a 10% penalty. Delinquent real estate taxes are
collected by the County. Delinquent fire hydrant taxes and street light assessments are collected by the
Township or elected tax collector.
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Sewage treatment agreement:

The Township and the Authority have entered into an agreement with the Lower Allen Township
Municipal Authority for treatment of the Township sewage originating near the common municipal
boundary and transported by the Authority’s collection system into the Lower Allen Township Municipal
Authority treatment plant.

The original agreement was reached on December 28, 1976. Under the agreement, the municipalities
will pay their pro rata shares of operating and administrative costs of the treatment plant. During 2006,
the Township paid costs to Lower Allen Township of $181,519. The Township also paid $14,800 to the
Township Authority for operating costs. All payments were made from the Sewer Fund.

Defined benefit pension plans:
Plan descriptions:

Fairview Township employees are covered under one of two defined benefit pension plans
administered by the Township as a single-employer public employee retirement system (PERS).
The employees are covered according to their occupation in either the Nonuniformed or Police
Pension plans. The plans are controlled by the provisions of the Township ordinances and
Collective Bargaining Agreement adopted pursuant to Act 600 as enacted by the Pennsylvania
legislature in 1988. The Township has delegated the Authority to manage plan assets to Mellon
Bank as trustee of the plans’ assets. The respective plan assets may be used only for the payment
of benefits to members and plan expenses, in accordance with the terms of the plan. The plans
provide retirement, disability and death benefits to plan members and their beneficiaries.

Plan membership:
As of January 1, 2007 participation in the respective plans is as follows:

Nonuniformed Pension Plan:
Membership as of January 1, 2007:

Retirees and beneficiaries currently receiving benefits 9
Terminated employees entitled to deferred benefits 6
Active members 28
Total 43
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Defined benefit pension plans (continued):

Plan membership (continued):

Police Pension Plan:

Membership as of January 1, 2007:
Retirees and beneficiaries currently receiving benefits
Terminated employees entitled to deferred benefits

Active members

Total

H 2 0

A summary of employee eligibility requirements and benefits as of January 1, 2007 is as follows:

a. Covered employees

b. Eligibility for

c. Monthly pension benefit

d. Vesting

Nonuniformed

Police

All full-time nonuniformed employees

After age 65, or age 60 and
completion of 25 years of service

Equal to 2.00% of average monthly
pay times the number of years of
service completed; if hired prior to
January 1, 2001, 1.5% of average
monthly pay times the number of
years of service up to a maximum of
25 years, if greater.

Average monthly pay is based upon
the final plan year preceding

retirement.

Immediate 100%

All full-time police

After age 50 and completion
of 25 years of service

Equal to 50% of average
monthly pay, plus a service
increment of $100 per
month for members who
complete 26 or more years
of service.

Average monthly pay is
based upon the last 36
months of employment.

Upon completion of 12 years
of service.
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8. Defined benefit pension plans (continued):
Funding policy:

Plan members are required to contribute 2% of gross wages to both the Nonuniformed and Police
Pension plans. These member requirements are reviewed and approved annually by the Township.
The Township is required to fund the plans based upon actuarially determined minimum funding
standards. The minimum funding standards were mandated by Act 205, enacted by the
Pennsylvania legislature on December 18, 1984. The minimum funding requirement includes
normal cost and administrative expenses and amortization costs of the unfunded actuarial accrued
liability. The Act also provides state aid to assist municipalities in meeting their minimum funding
requirements. Any remaining minimum funding obligations are paid from the General Fund of the
Township.

Funding of the respective plans was provided as follows for 2006:

Nonuniformed

Description pension plan Police pension plan
Annual covered payroll $ 1,221,124 $ 920,804
Employee contribution rate 2.0% of gross wages 2.0% of gross wages
Employee contributions paid in 2006 $ 24,331 $ 18,388
Employer contributions paid in 2006 $ 188,104
State aid contributions paid in 2006 $ 81,209 $ 97,925

Total contributions made as a
percentage of payroll 24.0% 12.6%
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Defined benefit pension plans (continued):

Annual pension cost and net pension obligation:

The Township's annual pension cost (APC) net pension obligation and related information for the

respective plans for the current year were as follows:

Nonuniformed Police
pension plan pension plan
Annual required contribution $ 269,313 $ 97,925
Interest on net pension asset (1,179)
Adjustment to annual required contribution 1,685
Annual pension cost 269,819 97,925
Contributions made 269,313 97,925
Decrease in net pension asset 506 -
Net pension obligation (asset):
Beginning of year (16,849) -
End of year $ (16,343)  $ -

The Township's Police Pension Plan's records indicate that all actuarially determined required
contributions from 1987 to present, have been paid, and the net pension obligation at transition is
zero. The Township’s Nonuniformed Pension Plan's records indicate a net pension (asset)

obligation of approximately $16,343 as of December 31, 2006.
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Defined benefit pension plans (continued):

Annual pension cost and net pension obligation (continued):

Actuarial valuation date
Actuarial cost method

Amortization method

Remaining amortization period

Asset valuation method

Actuarial assumptions:
Investment rate of return
Projected salary increases
Cost of living

Mortality

Nonuniformed pension plan

Police pension plan

January 1, 2007
Entry age normal

Level dollar closed

10 years

Market value as determined
by trustee

7.0%
6.0%
3.0%

UP 1984 Table

January 1, 2007

Entry age normal

Annual funding adjustment
equal to 10% of negative
unfunded actuarial accrued
liability

10 years

Market value as determined by
trustee

7.0%
6.0%
3.0%

UP 1984 Table
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Defined benefit pension plans (continued):

Annual pension cost and net pension obligation (continued):

Investments are purchased by the Trustee as part of the Pension Trust Funds. The investments are

stated at fair value as of December 31, 2006 and consist of the following:

Cost Fair value
Nonuniformed pension:
Temporary investments and deposits 500 $ 500
Funds:
Bond 1,400,858 1,523,312
Stock 2,040,229 2,301,734
3,441,587 3,825,546
Police pension:
Temporary investments and deposits 23,948 23,948
Funds:
Bond 1,949,711 2,695,976
Stock 3,056,100 4,077,096
5,029,759 6,797,020
Total investments, pension $ 8,471,346 $ 10,622,566

The pension trust investments are uninsured, unregistered and uncollateralized.
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Defined benefit pension plans (continued):

FAIRVIEW TOWNSHIP

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Annual pension cost and net pension obligation (continued):

Realized gains and losses and unrealized gains and losses are included together in net appreciation
in fair value of investments as follows:

Realized gains or losses
Unrealized gains or losses

Net appreciation in fair value of investment

Three-year trend information:

Nonuniformed
pension plan

Year

Annual pension
cost (APC)

Nonuniformed Police
pension plan pension plan
$ $ 332,322
311,884
$ $ 644,206
Percentage of Net pension

APC contributed

obligation (asset)

2006
2005
2004

Police
pension plan

Year

$ 269,819
258,356
156,109

Annual pension
cost (APC)

100 %
100
100 +

Percentage of
APC contributed

2006
2005
2004

$ 97,925
140,181

100 %
100
100

$ (16,343)
(16,849)
Net pension
obligation
$ -
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10.

FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

Compensated absences:

The Township allows nonuniformed and uniformed employees to accumulate unused sick leave to a
maximum of 180 days under their collective bargaining agreements. The Township allows
nonuniformed and police employees to accumulate vested unused vacation time to a maximum of 50
days under the collective bargaining agreement. Upon termination the vested unused vacation time is
paid to the stated maximums. Sick leave is vested and paid upon termination for nonuniformed
employees in accordance with Township policy and to police officers at 50% of all accumulated sick
leave upon termination under the collective bargaining agreement.

As of December 31, 2006, the liability for vested unused vacation and sick leave is approximately
$494,647. These amounts include payroll related tax liabilities.

Commitments and contingencies:

As described in Note 3, the Township is contingently liable for repayment of the $12,030,000 of Sewer
Revenue Bonds issued by the Fairview Township Municipal Authority should the Authority default on
the required repayment terms.

The Township requires developers to obtain letters of credit and escrow agreements to provide
assurance that projects will be completed according to approved specifications and on a timely basis.
Should one or more of these instruments expire and a default occur, it may be necessary for the
Township to take over the defaulted project.

Outstanding escrow deposits at December 31, 2006 are approximately $529,264.

During the normal course of performing its duties to the general public which it serves, the Township is
subject to numerous threatened lawsuits and complaints. The Township has notified its insurance
carrier and turned these matters over to the insurance carrier. It is the belief of legal counsel that any
loss will be covered by insurance.

As of December 31, 2006, the Township has construction commitments of $177,064 for the completion
of the new fire station.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

10. Commitments and contingencies (continued):

During 2002, the Township entered into a five-year lease agreement for the use of various telephone
equipment and monthly services. The payments are $1,093 per month, and the lease expense for
2006 was $13,116. The minimum lease requirements for the next year is as follows:

Year Amount
2007 $ 5,465

11. Risk management:

The Township is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees and natural disasters. The Township maintains
commercial insurance covering each of these risks of loss. Management believes such coverage is
sufficient to preclude any significant uninsured losses to the Township. Settled claims have not
exceeded this commercial coverage in any of the past three years.

12. Escrows payable, Authority:

The Authority requires developers to obtain letters of credit or deposit funds pursuant to an escrow
agreement to provide assurance that projects will be completed according to approved specifications
and on a timely basis. Should one or more of these instruments expire and a default occur, it may be
necessary for the Authority to take over the defaulted project. Escrow balances as of December 31,
2006 were zero.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

13. Reservations of fund equity:

Reservations of fund balances as of December 31, 2006 are not appropriable for expenditure, or are
legally segregated for specific purposes as follows:

General fund:
Medical benefits:

Nonuniformed $ 590,391
Police 402,482
Compensated absences, Township employees 640,758
Pooled sick days, police 58,855
Future pension costs, minimum municipal obligations, 2007/2008 776,228
$ 2,468,714

Pension trust funds, employee benefits $ 10,622,566

Reserved retained earnings of the Proprietary Funds as of December 31, 2006 consist of the following:

Sewer reserve fund, reserved for debt service $ 1,878,982

As of December 31, 2006, the Township has set aside approximately $2,697,416 of general fund assets
to fund the future payment of the medical benefits and compensated absences noted above.

14. Capital assets:

Balance Balance
January 1, December 31,
2006 Additions Deletions 2006
Capital assets not
being depreciated, land $ 542,798 $ 542,798
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FAIRVIEW TOWNSHIP

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

14. Capital assets (continued):

Capital assets being depreciated:

Vehicles and equipment

Buildings and improvements

Refuse fund

Sewer fund

Roads, traffic signals and
storm sewers

Total capital assets
being depreciated

Less accumulated depreciation:
Vehicles and equipment
Buildings and improvements
Refuse fund
Sewer fund
Roads, traffic signals and

storm sewers

Total accumulated depreciation

Capital assets, net

Balance Balance
January 1, December 31,
2006 Additions Deletions 2006
$ 3232490 $ 201,743 $ 3,434,233

561,285 2,705,596 3,266,881
84,513 285,955 370,468
18,680,795 368,678 19,049,473
37,645,887 436,369 38,082,256
60,204,970 3,998,341 64,203,311
1,352,245 262,150 1,614,395
358,642 15,073 373,715
40,629 8,451 49,080
7,295,653 475,448 7,771,101
18,409,533 1,271,708 19,681,241
27,456,702 2,032,830 29,489,532
$ 33,291,066 $ 1,965,511 $ 35,256,577
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

14. Capital assets (continued):

Depreciation expense was charged to functions as follows:

Refuse $ 8,451
Sewer 475,448
General government 34,536
Public safety 86,724
Highways 1,400,808
Recreation 26,863
Total depreciation expense $ 2,032,830

15. Prior period adjustment:

The Township has recognized in its footnotes the existence of a net pension asset for the nonuniformed
pension plan but has never previously recorded the asset in the government-wide statements. The
2006 government-wide financial statements and the net assets as of December 31, 2005 were restated
to correct this omission and reflect this balance as a long-term asset.

Net assets, December 31, 2005, as previously reported $ 26,124,140

Cumulative adjustment to reflect all prior years this
asset existed since the adoption of GASB 34:

Nonuniformed net pension asset 16,849

Net assets, December 31, 2005, as restated $ 26,140,989

16. Postretirement health insurance benefits:

Effective January 1, 2000, the Township shall provide medical benefits to police officers and their
spouses for all officers retiring for disability or normal age and service retirement. Benefits will be paid
for a period of five years from date of officer's retirement. Officers may not be eligible for medical
coverage from other employer-sponsored health care plan, including a plan sponsored by the employer
of their spouse. Currently, there are no retired officers receiving this benefit.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

16. Postretirement health insurance benefits (continued):

Effective January 1, 2005, the Township shall provide medical benefits to full-time, nonuniform
employees and their spouses for all employees retiring at normal retirement pursuant to the Nonuniform
Pension Plan and a minimum service requirement of 12 years. Said benefits shall extend for five (5)
years from the date of the employee’s retirement and shall only be provided if the employee certifies in
writing, on or before the anniversary date of his/her retirement, that he or she is not eligible for
coverage under any other employer-sponsored health care plan, including a plan sponsored by the
employer of his or her spouse. Further, for spousal coverage, the employee must be legally married to
his/her spouse at the time of retirement. An employee must choose and be eligible for this benefit at
the time of his or her retirement.

The GASB has issued Statement No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions, which the Township has not implemented at this time.
The Township is required to implement GASB 45 in 2009. The Township has contracted its pension
actuary to determine the estimated cost of these postretirement benefits as of January 1, 2006, based
upon the Township census information at that date for uniformed and nonuniformed employees. The
actuary also used various assumptions related to interest rates, health care costs trends, mortality
tables and the number of the employees claiming the benefit. As of this latest valuation, the following
information was made available to the Township in regards to these future costs:

Estimated annual

postemployment Estimated actuarial
benefit costs accrued liability
Employees:
Nonuniformed $ 187,704 $ 1,187,437
Uniformed 56,465 327,060

The Township has committed monies as of December 31, 2006 for purposes of paying these benefits,
but these monies do not qualify as plan assets under GASB 45 because they are not invested in a trust.
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FAIRVIEW TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2006

17. Deferred compensation plan:

The Township has a deferred compensation plan authorized under Internal Revenue Code Section 457
which is available to its full-time employees. Participation in the plan is voluntary and it is funded only
by employee contributions, which totaled $43,541 in 2006.

The Township adopted GASB Statement 32, Accounting and Financial Reporting for Internal Revenue
Code Section 457 Deferred Compensation Plans. GASB Statement 32 was adopted in response to
amendments of Internal Revenue Code 457 which now requires that a 457 deferred compensation plan
hold all assets and income of the plan for the exclusive benefit of the participants and their
beneficiaries. The Township has amended the plan to comply with the code section amendments.
Accordingly, the plan is not reported as part of these financial statements.

During 2006, the plan had the following activity:

Fair value

Beginning balance, January 1, 2006 $ 437,182
Employee contributions 43,541
Investment income 31,319
Ending balance, December 31, 2006 $ 512,042
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FAIRVIEW TOWNSHIP

(REQUIRED SUPPLEMENTARY INFORMATION)
SCHEDULES OF EMPLOYER CONTRIBUTIONS AND NOTES
TO HISTORICAL PENSION INFORMATION

Nonuniformed plan

Police pension plan

Notes to required supplementary information:

Actuarial valuation date
Actuarial cost method

Amortization method

Remaining amortization period

Asset valuation method

Nonuniformed plan

Annual Annual

required Percentage required Percentage
Year contribution contributed contribution contributed
2006 $ 269,313 100 % $ 97,925 100 %
2005 258,128 100 140,181 100
2004 156,018 100 + 0 100
2003 147,094 100 0 100
2002 91,406 100 + 0 100
2001 87,723 100 0 100
2000 75,038 100 0 100
1999 81,720 100 40,296 100
1998 74,711 100 38,420 100
1997 69,166 100 106,028 100

Police pension plan

January 1, 2007

Entry age normal

Level dollar closed

10 years

Market value as determined

by trustee

(continued)

January 1, 2007

Entry age normal

Annual funding adjustment
equal to 10% of negative
unfunded actuarial accrued
liability

10 years

Market value as determined
by trustee

69



FAIRVIEW TOWNSHIP

(REQUIRED SUPPLEMENTARY INFORMATION)
SCHEDULES OF EMPLOYER CONTRIBUTIONS AND NOTES
TO HISTORICAL PENSION INFORMATION (CONTINUED)

Nonuniformed plan Police pension plan
Actuarial assumptions:
Investment rate of return 7.0% 7.0%
Projected salary increases 6.0% 6.0%
Cost of living 3.0% 3.0%
Mortality UP 1984 Table UP 1984 Table
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FAIRVIEW TOWNSHIP

(REQUIRED SUPPLEMENTARY INFORMATION)
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES —

Revenues:
Taxes
Licenses, permits and fees
Fines and penalties
Interest and rents
Intergovernmental
Service fees
Miscellaneous

Total revenues

Expenditures:
General government
Public safety
Health and welfare
Highways
Culture and recreation
Debt service

Total expenditures

Excess (deficiency) of revenues

over expenditures

Other financing sources (uses),

interfund transfers

BUDGET COMPARED TO ACTUAL

GENERAL FUND

YEAR ENDED DECEMBER 31, 2006

Variance
Original Final over
budget budget Actual (under)

$ 3,157,938 $ 3,157,938 $ 3,594,979 § 437,041

2,000 2,000 5,242 3,242
100,000 100,000 105,259 5,259
3,000 3,000 137,286 134,286
283,950 283,950 307,312 23,362
479,950 479,950 759,552 279,602
89,200 89,200 258,983 169,783

4,116,038 4,116,038 5,168,613 1,052,575

657,714 657,714 617,812 (39,902)
2,492,347 2,492,347 2,557,488 65,141
36,500 36,500 95,208 58,708
1,561,272 1,561,272 1,331,455 (229,817)
188,132 188,132 100,083 (88,049)
4,600 4,600 6,843 2,243
4,940,565 4,940,565 4,708,889 (231,676)
(824,527) (824,527) 459,724 1,284,251
127,400 127,400 (316,696) (444,096)
(continued)
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FAIRVIEW TOWNSHIP

(REQUIRED SUPPLEMENTARY INFORMATION)
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET COMPARED TO ACTUAL (CONTINUED)

GENERAL FUND

YEAR ENDED DECEMBER 31, 2006

Excess (deficiency) of revenues
and other financing sources over
expenditures and other uses

Fund balance:
Beginning of year

End of year

Variance
Original Final over
budget budget Actual (under)
$ (697,127) $ (697,127) $ 143,028 $ 840,155
2,713,513
$ 2,856,541
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FAIRVIEW TOWNSHIP
(REQUIRED SUPPLEMENTARY INFORMATION)
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET COMPARED TO ACTUAL
HIGHWAY AID FUND

YEAR ENDED DECEMBER 31, 2006

Variance
Original Final over
budget budget Actual (under)
Revenues:
Interest and rents $ 2000 $ 200 $ 953 $ 7,535
Intergovernmental 335,000 335,000 354,221 19,221
Total revenues 337,000 337,000 363,756 26,756
Expenditures, highways 325,000 325,000 436,368 111,368
Excess (deficiency) of revenues
over expenditures $ 12,000 $ 12,000 (72,612) _$ (84,612)
Fund balance:
Beginning of year 372,949
End of year $ 300,337
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FAIRVIEW TOWNSHIP

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

BUDGET COMPARED TO ACTUAL
CAPITAL RESERVE FUND

YEAR ENDED DECEMBER 31, 2006

Variance
Original Final over
budget budget Actual ~ (under)
Revenues, interest and rents $ 7000 $ 7000 $ 7,838 $ 838
Expenditures:
General government 32,500 32,500 (32,500)
Highways 111 111
Total expenditures 32,500 32,500 111 (32,389)
Excess (deficiency) of revenues over
expenditures (25,500) (25,500) 7,727 33,227
Other financing sources, interfund
transfers received 117,400 117,400 211,384 93,984
Excess of revenues and other
financing sources over
expenditures and other uses $ 91900 $ 91,900 219,111 $ 127,211
Fund balance:
Beginning of year 103,657
End of year $ 322,768
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FAIRVIEW TOWNSHIP

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET COMPARED TO ACTUAL

CAPITAL PROJECTS FUND

YEAR ENDED DECEMBER 31, 2006

Variance
Original Final over
budget budget Actual (under)
Revenues:
Licenses, permits and fees $ 164,000 $ 164,000 $ 173,662 $ 9,662
Interest and rents 8,000 8,000 31,525 23,525
Total revenues 172,000 172,000 205,187 33,187
Expenditures, general government -
Excess of revenues over expenditures 172,000 172,000 205,187 33,187
Other financing sources (uses),
interfund transfers (700,000) (700,000) (650,224) 49,776
Excess (deficiency) of revenues and
other financing sources over
expenditures and other uses $ (528,000) $ (528,000) (445,037) $ 82,963
Fund balance:
Beginning of year 757,467
End of year $ 312,430
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