
SWARTHMORE BOROUGH
DELAWARE COUNTY, PENNSYLVANIA

FINANCIAL STATEMENTS

DECEMBER 31, 2010





SWARTHMORE BOROUGH

FINANCIAL STATEMENTS

December 31, 2010

TABLE OF CONTENTS

Independent Auditors' Report 2-3

Basic Financial Statements:

Government-wide Financial Statements:
Statement of Net Assets - Cash Basis 4
Statement of Activities - Cash Basis 5-6

Fund Financial Statements:
Balance Sheet - Cash Basis - Governmental Funds 7-8
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Cash Basis - Governmental Funds 9-10
Statement of Revenues, Expenditures, and Changes in Fund Balance -

Cash Basis - Budget and Actual - General Fund 11
Statement of Revenues, Expenditures, and Fund Balance -

Cash Basis - Budget and Actual – Pension Tax Fund 12
Statement of Revenues, Expenditures, and Fund Balance -

Cash Basis - Budget and Actual – Highway Aid Fund 13
Statement of Net Assets - Cash Basis - Proprietary Funds 14
Statement of Revenues, Expenses, and Changes in Fund Net Assets -

Cash Basis - Proprietary Funds 15
Statement of Fiduciary Net Assets - Cash Basis - Fiduciary Funds 16
Statement of Changes in Fiduciary Net Assets - Cash Basis - Fiduciary Funds 17

Notes to Financial Statements 18-38

Required Supplemental Information:
Schedule of Funding Progress - Civil Employees Pension Plan 40
Schedule of Funding Progress - Police Pension Plan 41
Schedule of Funding Progress – Police OPEB 42

Combining and Individual Fund Statements and Schedules:
Combining Statement of Fiduciary Net Assets - Cash Basis - Fiduciary Funds 43
Combining Statement of Changes in Fiduciary Net Assets -

Cash Basis - Fiduciary Funds 44



A P R O F E S S I O N A L C O R P O R A T I O N

Certified Public Accountants
936 Easton Road, PO Box 754, Warrington, PA 18976

(215) 343-2727 Fax (215) 343-8080

INDEPENDENT AUDITORS' REPORT

To the Borough Council
Swarthmore Borough

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
Swarthmore Borough, Delaware County, Pennsylvania as of and for the year ended December 31,
2010, which collectively comprise the basic financial statements of the Borough’s primary
government as listed in the table of contents. These financial statements are the responsibility of
Swarthmore Borough’s management. Our responsibility is to express an opinion 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 opinion.

As discussed in Note 1, Swarthmore Borough, Delaware County, Pennsylvania, prepares its
financial statements on the cash basis, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

The financial statements referred to above include only the primary government of Swarthmore
Borough, Delaware County, Pennsylvania, which consists of all funds, organizations, institutions,
agencies, departments, and offices that comprise the Borough’s legal entity. The financial
statements do not include financial data for the Borough’s legally separate component units.
Accounting principles generally accepted in the United States of America require the financial data
for those component units to be reported with the financial data of the Borough’s primary
government unless the Borough also issues financial statements for the financial reporting entity
that include the financial data for its component units. The Borough has not issued such reporting
entity financial statements. Because of this departure from accounting principles generally accepted
in the United States of America, the assets, liabilities, net assets, revenues, and expenses of the
aggregate discretely presented component units would have been reported. In addition, the assets,
liabilities, fund balances, revenues, and expenditures of the aggregate remaining fund information
would have increased by the inclusion of the component units.



In our opinion, because of the omission of the discretely presented component units, as discussed
above, the financial statements do not present fairly, in conformity with the basis of accounting
described in Note 1, the financial position of the aggregate discretely presented component units of
the Swarthmore Borough, Delaware County, Pennsylvania, as of December 31, 2010, or the
changes in financial position thereof for the year then ended.

In addition, in our opinion, the financial statements referred to above present fairly in all material
respects, the respective cash basis financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information for the primary
government of Swarthmore Borough, Delaware County, Pennsylvania, as of December 31, 2010,
and the respective changes in cash basis financial position thereof and the respective budgetary
comparisons for the General Fund and each major special revenue fund, for the year ended in
conformity with the basis of accounting described in Note 1.

Swarthmore Borough, Delaware County, Pennsylvania has not presented the management
discussion and analysis that accounting principles generally accepted in the United States has
determined is necessary to supplement, although not required to be part of, the basic financial
statements.

Accounting principles generally accepted in the United States of America require that the
historical trend information on pages 40 to 42 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Swarthmore Borough, Delaware County, Pennsylvania’s financial
statements as a whole. The combining and individual fund financial statements are presented for
purposes of additional analysis and are not a required part of the financial statements. The
combining and individual fund financial statements are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated in all material respects
in relation to the financial statements as a whole.

Bee, Bergvall and Company, P.C.
Certified Public Accountants

June 13, 2011



SWARTHMORE BOROUGH

STATEMENT OF NET ASSETS – CASH BASIS

December 31, 2010

Governmental Business-Type

Activities Activities Total

ASSETS

Cash and cash equivalents 394,492$ 224,559$ 619,051$

Internal balances 56,415 (56,415) -

Total Assets 450,907 168,144 619,051

LIABILITIES

Payroll liabilities 29,438 - 29,438

Total Liabilities 29,438 - 29,438

NET ASSETS

Restricted

Pension 67,707 - 67,707

Downtown Revitalization 40,061 - 40,061

Debt 3,776 - 3,776

Unrestricted 309,925 168,144 478,069

Total Net Assets 421,469$ 168,144$ 589,613$

Primary Government

The notes to the financial statements are an integral part of this statement.
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SWARTHMORE BOROUGH

STATEMENT OF ACTIVITIES – CASH BASIS

For the Year Ended December 31, 2010

Total

Primary Adminis- Permits & Public

Government Total trative Licenses Safety

Expenses:

Program expenses 4,071,100$ 2,701,458$ 963,729$ 12,697$ 1,118,498$

Debt service 279,092 181,626 181,626 - -

Total Expenses 4,350,192 2,883,084 1,145,355 12,697 1,118,498

Program Revenues:

Charges for services 1,649,970 349,907 2,848 94,508 127,635

Operating grants and contributions 353,784 353,784 86,764 - 54,926

Capital grants and contributions 82,212 82,212 - - 3,990

Total Program Revenues 2,085,966 785,903 89,612 94,508 186,551

Net (Expense) Revenue (2,264,226) (2,097,181) (1,055,743) 81,811 (931,947)

General Revenues:

Taxes:

Real estate 1,813,541 1,813,541

Per capita tax 50 50

Transfer tax 136,960 136,960

Local services tax 80,229 80,229

Investment earnings 999 620

Miscellaneous 118,530 118,530
Proceeds from debt issuance 31,245 31,245

Total General Revenues and Transfers 2,181,554 2,181,175

Change in Net Assets (82,672) 83,994

Net Assets - Beginning 672,285 337,475

Net Assets - Ending 589,613$ 421,469$

Governmental Activities
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Public Community Park &

Works Libraries Development Recreation Total Solid Waste Sewer

371,890$ 114,250$ 23,500$ 96,894$ 1,369,642$ 476,128$ 893,514$
- - - - 97,466 - 97,466

371,890 114,250 23,500 96,894 1,467,108 476,128 990,980

108,673 - - 16,243 1,300,063 497,650 802,413

212,094 - - - - - -

- - 78,222 - - - -

320,767 - 78,222 16,243 1,300,063 497,650 802,413

(51,123) (114,250) 54,722 (80,651) (167,045) 21,522 (188,567)

- - -

- - -

- - -

- - -

379 136 243

- - -

- - -

379 136 243

(166,666) 21,658 (188,324)

334,810 (35,343) 370,153

168,144$ (13,685)$ 181,829$

Governmental Activities Business-Type Activities

The notes to the financial statements are an integral part of this statement.
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SWARTHMORE BOROUGH

BALANCE SHEET – CASH BASIS
GOVERNMENTAL FUNDS

December 31, 2010

Pension Capital Capital
General Tax Reserve Projects Highway Aid

ASSETS

Current Assets
Cash and cash equivalents 62,454$ 67,707$ 60,637$ 80,601$ 36,693$
Due from other funds 195,450 - - - -

Total Assets 257,904$ 67,707$ 60,637$ 80,601$ 36,693$

LIABILITIES AND FUND BALANCES

Liabilities
Payroll liabilities 29,438$ -$ -$ -$ -$
Due to other funds 96,192 - - 280 -

Total Liabilities 125,630 - - 280 -

Fund Balances
Unreserved, reported in:

General fund 132,274 - - - -

Special revenue funds - 67,707 - - 36,693
Capital projects - - 60,637 80,321 -
Debt service - - - - -

Total Fund Balances 132,274 67,707 60,637 80,321 36,693

TOTAL LIABILITIES AND

FUND BALANCES 257,904$ 67,707$ 60,637$ 80,601$ 36,693$
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Governmental
Fund Total

Debt Community Governmental
Service Revitalization Funds

46,339$ 40,061$ 394,492$
- - 195,450

46,339$ 40,061$ 589,942$

-$ -$ 29,438$
42,563 - 139,035

42,563 - 168,473

- - 132,274

- - 104,400
- 40,061 181,019

3,776 - 3,776

3,776 40,061 421,469

46,339$ 40,061$ 589,942$

The notes to the financial statements are an integral part of this statement.
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SWARTHMORE BOROUGH

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES – CASH BASIS – GOVERNMENTAL FUNDS

For the Year Ended December 31, 2010

Pension Capital Capital
General Tax Reserve Projects Highway Aid

Revenues
Taxes:

Real estate 1,487,708$ 150,816$ -$ -$ -$
Per capita tax 50 - - - -
Transfer tax 136,960 - - - -
Local services tax 80,229 - - - -

Fees, licenses and permits 174,669 - - - -
Investment income and rent 299 - 29 38 226
Intergovernmental revenues 57,584 84,106 - 101,752 110,342
Fines and forfeitures 28,168 - - - -
Program revenues 227,231 - - - -
Other 100,202 - - 3,990 13,734

Total Revenues 2,293,100 234,922 29 105,780 124,302

Expenditures
Current:

General government 259,779 - - - -
Public safety 1,132,195 - - - -
Health 1,000 - - - -
Highways and roads 117,936 - - 134,851 118,103
Libraries 114,250 - - - -
Culture and recreation 96,894 - - - -
Community revitalization 23,500 - - - -
Miscellaneous 462,964 233,143 - - -

Debt service:
Principal - - - - -
Interest - - - - -

Total Expenditures 2,208,518 233,143 - 134,851 118,103

Excess (Deficiency) of Revenues
Over Expenditures 84,582 1,779 29 (29,071) 6,199

Other Financing Sources (Uses)
Proceeds from new lease 31,245 - - - -
Operating transfers in - - 17,397 - 28,825
Operating transfers out (46,222) - - - -

Total Other Financing
Sources (Uses) (14,977) - 17,397 - 28,825

Net Change in Fund Balance 69,605 1,779 17,426 (29,071) 35,024
Fund Balance - Beginning 62,669 65,928 43,211 109,392 1,669

Fund Balance - Ending 132,274$ 67,707$ 60,637$ 80,321$ 36,693$
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Governmental
Fund Total

Debt Community Governmental
Service Revitalization Funds

175,017$ -$ 1,813,541$
- - 50
- - 136,960
- - 80,229
- - 174,669
- 28 620
- - 353,784
- - 28,168
- 2,655 229,886
- - 117,926

175,017 2,683 2,935,833

- 6,843 266,622
- - 1,132,195
- - 1,000
- - 370,890
- - 114,250
- - 96,894
- - 23,500
- - 696,107

134,609 - 134,609
47,017 - 47,017

181,626 6,843 2,883,084

(6,609) (4,160) 52,749

- - 31,245
- - 46,222
- - (46,222)

- - 31,245

(6,609) (4,160) 83,994
10,385 44,221 337,475

3,776$ 40,061$ 421,469$

The notes to the financial statements are an integral part of this statement
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SWARTHMORE BOROUGH

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE – CASH BASIS – BUDGET AND ACTUAL

For the Year Ended December 31, 2010

Variance with
Final Budget

Original Final Actual Over (under)

Revenues
Taxes

Real estate 1,470,200$ 1,470,200$ 1,487,708$ 17,508$

Per capita tax 500 500 50 (450)
Transfer tax 120,000 120,000 136,960 16,960
Local services tax 90,000 90,000 80,229 (9,771)

Fees, licenses and permits 155,500 155,500 174,669 19,169

Interest and rent 2,000 2,000 299 (1,701)
Intergovernmental revenues 10,500 10,500 4,208 (6,292)
Fines and forfeitures 40,000 40,000 28,168 (11,832)
Program revenues 191,540 191,540 227,231 35,691
Other 87,722 87,722 100,202 12,480

Total Revenues 2,167,962 2,167,962 2,239,724 71,762

Expenditures

Current:
General government 265,143 265,143 259,779 5,364
Public safety 1,077,156 1,077,156 1,078,819 (1,663)
Health 1,000 1,000 1,000 -

Highways and roads 114,800 114,800 117,936 (3,136)
Libraries 114,250 114,250 114,250 -
Culture and recreation 82,750 82,750 96,894 (14,144)
Community revitalization 23,500 23,500 23,500 -
Miscellaneous 461,523 461,523 462,964 (1,441)

Total Expenditures 2,140,122 2,140,122 2,155,142 (15,020)

Excess (Deficiency) of Revenues

Over Expenditures 27,840 27,840 84,582 56,742

Other Financing Sources (Uses)
Proceeds of debt issuance - - 31,245 31,245
Operating transfers out (17,397) (17,397) (46,222) (28,825)

Total Other Financing Sources (Uses) (17,397) (17,397) (14,977) 2,420

Net Change in Fund Balance 10,443 10,443 69,605 59,162
Fund Balance - Beginning 62,669 62,669 62,669

Fund Balance - Ending 73,112$ 73,112$ 132,274$

Budgeted Amounts

GENERAL FUND

The notes to the financial statements are an integral part of this statement
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SWARTHMORE BOROUGH

PENSION TAX FUND

STATEMENT OF REVENUES, EXPENDITURES, AND FUND
BALANCE – CASH BASIS – BUDGET AND ACTUAL

DECEMBER 31, 2010

Variance with

Final Budget

Original Final Actual Over (under)

Revenues

Property taxes 151,625$ 151,625$ 150,816$ (809)$
Intergovernmental revenues 80,600 80,600 84,106 3,506

Total Revenues 232,225 232,225 234,922 2,697

Expenditures

Current:

Miscellaneous 233,143 233,143 233,143 -

Total Expenditures 233,143 233,143 233,143 -

Excess (Deficiency) of Revenues

Over Expenditures (918) (918) 1,779 2,697

Fund Balance - Beginning 65,928 65,928 65,928

Fund Balance - Ending 65,010$ 65,010$ 67,707$

Budgeted Amounts

PENSION TAX FUND

The notes to the financial statements are an integral part of this statement
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SWARTHMORE BOROUGH

HIGHWAY AID FUND

STATEMENT OF REVENUES, EXPENDITURES, AND FUND
BALANCE – CASH BASIS – BUDGET AND ACTUAL

DECEMBER 31, 2010

Variance with

Final Budget

Original Final Actual Over (under)

Revenues

Interest 500$ 500$ 226$ (274)$

Intergovernmental revenues 110,700 110,700 110,342 (358)

Other - - 13,734 13,734

Total Revenues 111,200 111,200 124,302 13,102

Expenditures

Current:
Highways and roads 121,150 121,150 118,103 3,047

Total Expenditures 121,150 121,150 118,103 3,047

Excess (Deficiency) of Revenues

Over Expenditures (9,950) (9,950) 6,199 16,149

Other Financing Sources (Uses)

Operating transfers in - - 28,825 28,825

Total Other Financing Sources (Uses) - - 28,825 28,825

Excess (Deficiency) of Revenues

and Other Financing Sources (Uses) (9,950) (9,950) 35,024 44,974

Fund Balance - Beginning 1,669 1,669 1,669

Fund Balance - Ending (8,281)$ (8,281)$ 36,693$

HIGHWAY AID FUND

Budgeted Amounts

The notes to the financial statements are an integral part of this statement
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SWARTHMORE BOROUGH

STATEMENT OF NET ASSETS – CASH BASIS
PROPRIETARY FUNDS

December 31, 2010

Business-Type Activities

Sewer & Sanitary
ASSETS Solid Waste Sewer Total

Current Assets

Cash -$ 224,559$ 224,559$

Due from other funds 80,047 60,116 140,163

Total Current Assets 80,047$ 284,675$ 364,722$

LIABILITIES AND NET ASSETS

Liabilities

Due to other funds 196,578$ -$ 196,578$

Total Liabilities 196,578 - 196,578

Unrestricted (116,531) 284,675 168,144

Total Net Assets (116,531)$ 284,675$ 168,144$

Proprietary Funds

The notes to the financial statements are an integral part of this statement
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SWARTHMORE BOROUGH

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET ASSETS – CASH BASIS – PROPRIETARY FUNDS

For the Year Ended December 31, 2010

Sewer & Sanitary
Solid Waste Sewer Total

Operating Revenues
Trash service charges 442,528$ -$ 442,528$

Sewer service charges 681,353 - 681,353
Other revenues 57,292 118,890 176,182

Total Operating Revenues 1,181,173 118,890 1,300,063

Operating Expenses
Trash operations 346,845 - 346,845

Sewer operations 514,407 249,819 764,226
General and administrative 258,569 - 258,569

Total ExpendituresTotal Operating Expenses 1,119,821 249,819 1,369,640

Operating Income (Loss) 61,352 (130,929) (69,577)

Nonoperating Revenues (Expense)
Net earnings on investments 269 108 377
Interest expense (28,960) - (28,960)
Principal paid on debt (68,506) - (68,506)

Total Nonoperating Revenues (Expense) (97,197) 108 (97,089)

Income (Loss) Before Operating Transfers (35,845) (130,821) (166,666)

Operating transfers in - 10,000 10,000
Operating transfers out (10,000) - (10,000)

Net Operating Transfers (10,000) 10,000 -

Change in Net Assets (45,845) (120,821) (166,666)
Net Assets - Beginning (70,686) 405,496 334,810

Net Assets - Ending (116,531)$ 284,675$ 168,144$

Business-Type Activities
Proprietary Funds

The notes to the financial statements are an integral part of this statement
-15-



SWARTHMORE BOROUGH

STATEMENT OF FIDUCIARY NET ASSETS – CASH BASIS
FIDUCIARY FUNDS

December 31, 2010

Pension and

Other Employee

Benefit Trust Plans

ASSETS

Cash 198,816$

Receivables 31,477

Investments, at fair value

Mutual funds-Fixed income 1,151,061

Mutual funds-Equity 2,223,237
Mutual funds-International equity 569,776

Total Investments 3,944,074

TOTAL ASSETS 4,174,367$

NET ASSETS

Net Assets Held in Trust for:

Pension benefits 4,082,140

Police post-retirement 92,227

TOTAL NET ASSETS 4,174,367$

The notes to the financial statements are an integral part of this statement
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SWARTHMORE BOROUGH

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS – CASH BASIS
FIDUCIARY FUNDS

For the Year Ended December 31, 2010

Pension and

Other Employee

Benefit Trust Plans

Additions

Contributions

Municipal contributions 231,612$

Employee contributions 60,466

State contributions 84,106

Total Contributions 376,184

Investment Earnings

Net appreciation (depreciation) in

fair value of investments 435,239
Interest 59,291

Total Investment Earnings 494,530
Less: Investment expense (15,000)

Net Investment Earnings 479,530

Total Additions 855,714

Deductions

Administrative expense 7,275

Benefits 288,035

Total Deductions 295,310

Change in Net Assets 560,404

Net Assets Held in Trust:

Beginning of Year 3,613,963

End of Year 4,174,367$

The notes to the financial statements are an integral part of this statement
-17-



SWARTHMORE BOROUGH

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

I. Summary of significant accounting policies

A. Reporting entity

Swarthmore Borough is a municipal corporation existing and operating under the Borough
Code of the Commonwealth of Pennsylvania. The accompanying financial statements
present the primary government. In evaluating the Borough (the primary government) as a
reporting entity, all potential component units that may or may not fall within the financial
accountability of the Borough have been addressed. Financial accountability is present if the
Borough appoints a voting majority of a component unit’s governing body and has the ability
to impose its will on the organization or if there is a potential for the organization to provide
specific financial benefits to, or impose specific financial burdens on, the Borough. There are
three component units, described as an entity for which the government is considered to be
financially accountable.

The following component units are not included in the financial statements:

Swarthmore Public Library
Swarthmore Borough Authority
Swarthmore Fire & Protective Association

Complete financial statements for the individual component units may be obtained at each
entity’s respective administrative offices as follows: Swarthmore Public Library, 121 Park
Avenue, Swarthmore, PA 19081, Swarthmore Borough Authority, 121 Park Avenue,
Swarthmore, PA 19081, Swarthmore Fire & Protective Association, PO Box 261,
Swarthmore, PA 19081.

B. Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement
of changes in net assets) report information on all of the nonfiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely
to a significant extent on fees and charges for support.

-18-



SWARTHMORE BOROUGH

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

I. Summary of significant accounting policies (Continued)

B. Government-wide and fund financial statements (continued)

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements.

C. Measurement focus, basis of accounting, and financial statement presentation

Measurement focus is a term used to describe “how” transactions are recorded within various
financial statements. Basis of accounting refers to “when” transactions are recorded
regardless of the measurement focus applied.

Measurement Focus
In the government-wide Statement of Net Assets and the Statement of Activities, both
governmental and business-like activities are presented using the economic resources
measurement focus, within the limitations of the cash basis of accounting, as defined.

In the fund financial statements, the “current financial resources” measurement focus, as
applied to the cash basis of accounting, is used as appropriate:

a. All government and proprietary funds utilize a “current financial resources”
measurement focus. Only current financial assets and liabilities are generally included
on their balance sheets. Their operating statements present sources and uses of
available spendable financial resources during a given period. These funds use fund
balance as their measure of available spendable financial resources at the end of the
period.
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SWARTHMORE BOROUGH

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

I. Summary of significant accounting policies (Continued)

C. Measurement focus, basis of accounting, and financial statement presentation
(continued)

Basis of Accounting

In the government-wide Statement of Net Assets and Statement of Activities and the fund
financial statements, governmental and business-like activities are presented using the cash
basis of accounting. This basis recognizes assets, liabilities, net assets/fund equity, revenues,
and expenditures/expenses when they result from cash transactions in the government-wide
statements and proprietary fund statements. This basis is a comprehensive basis of
accounting other than accounting generally accepted in the United States of America. As a
result of the use of this cash basis of accounting, certain assets and their related revenues
(such as accounts receivable and revenue for billed or provided services not yet collected) and
certain liabilities and their related expenses (such as accounts payable and expenses for goods
or services received but not yet paid, and accrued expenses and liabilities) are not recorded in
these financial statements.

If the Borough utilized the basis of accounting recognized as generally accepted, the fund
financial statements for governmental funds would use the modified accrual basis of
accounting, while the fund financial statements for proprietary fund types would use the
accrual basis of accounting. All government-wide financial statements would be presented on
the accrual basis of accounting.

Financial Statement Presentation

The government reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

The Pension Tax Fund is a special revenue fund used to account for the collection of taxes
used to fund the Borough’s pension plans.

The Highway Aid Fund is a special revenue fund used to account for highway related projects
in the Borough.

The Capital Reserve Fund is a capital fund used for purchase of major pieces of equipment.
There is a dedicated stream of revenue into this fund from Swarthmore College through 2016.
Expenditures are generally used to purchase equipment including fire apparatus.
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SWARTHMORE BOROUGH

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

I. Summary of significant accounting policies (Continued)

C. Measurement focus, basis of accounting, and financial statement presentation
(continued)

Financial Statement Presentation (continued)

The Capital Projects Fund is a capital fund used to account for the various capital projects
within the Borough.

The Community Revitalization Fund accounts for community improvements.

The Debt Service Fund accounts for the resources accumulated and payments made for
principal and interest payments on long-term debt of governmental funds.

The government reports the following proprietary fund types:

The Sewer & Solid Waste Fund is a proprietary fund used to account for revenue and
expenditures relating to sewer, recycling, and trash. Revenues include money from current
and delinquent sewer and trash fees, recycling sales, and plumbing licenses and permits.
Expenditures include sanitary and storm sewer maintenance and repair, sanitary sewage
treatment, trash collection, recycling collection, and an allocated portion of Borough
administrative expenditures.

The Sanitary Sewer Fund is a capital fund used for major sanitary sewer repairs. Revenue is
derived from money raised by sewer fees assessed in the Sewer & Solid Waste Fund. The
monies are transferred to the capital fund annually. Expenditures are restricted to repairs of
the Borough’s sanitary sewer lines and related engineering costs.

The government reports the following fiduciary fund types:

The Pension Trust Funds accounts for the activities of the Police and Civil Employees
Pension plans, which accumulate resources for pension benefit payments to qualified
employees.

The Police Post-Retirement Fund accounts for the activities of the Police Post-Retirement
plan, which accumulate resources for post-retirement benefit payments to qualified
employees.
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I. Summary of significant accounting policies (Continued)

C. Measurement focus, basis of accounting, and financial statement presentation
(continued)

Private-sector standards of accounting and financial reporting issued by the Financial
Accounting Standards Board (FASB) 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 (GASB). 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 government 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. Exceptions to this general rule are payments-in-lieu of taxes and
other charges between the government’s sewer function and various other functions of the
government. Elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital
grants and contributions, including special assessments. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general revenues
include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operations.
Operating expenses for enterprise funds include payroll, inter governmental payments, and
treatment costs. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government’s
policy to use restricted resources first, then unrestricted resources as they are needed.
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I. Summary of significant accounting policies (Continued)

D. Use of estimates

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

E. Assets, liabilities, and net assets or equity

1. Deposits and investments

The government’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from the
date of acquisition.

With the exception of Pension Trust Funds, state law allows the government to invest in
obligations of the United States of America, the Commonwealth of Pennsylvania, or any
agency or instrumentality of either, which are secured by the full faith and credit of such
entity. The law also allows for the Government to invest in certificates of deposit of banks,
savings and loans, and savings banks both within and outside the Commonwealth of
Pennsylvania, provided such amounts are insured by the Federal Deposit Insurance
Corporation (FDIC) or other like insurance, and that deposits in excess of such insurance are
collateralized by the depository. The state also imposes limitations with respect to the amount
of investment in certificates of deposit to the extent that such deposits may not exceed 20% of
a bank’s total capital surplus or 20% of a savings and loan’s or savings bank’s assets, net of
its liabilities. The government may also invest in shares of registered investment companies,
provided that investments of the Company are authorized investments, as noted above.

The law provides that the government’s Pension Trust Funds may invest in any form or type
of investment, financial instrument, or financial transaction if determined by the government
to be prudent. The Borough is authorized by Borough Council to invest in accordance with
the laws of the Commonwealth of Pennsylvania.

Investments for the government are reported at fair value. The Pennsylvania Local
Government Investment Trust operates in accordance with appropriate state laws and
regulations. The reported value of the pool is the same as the fair value of the pool shares.
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I. Summary of significant accounting policies (Continued)

E. Assets, liabilities, and net assets or equity (continued)

2. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other funds”
(i.e. the current portion of interfund loans) or “advances to/from other funds” (i.e. the non-
current portion of interfund loans). All other outstanding balances between funds are
reported as “due to/from other funds”. Any residual balances outstanding between the
governmental activities and business-type activities are reported in the government-wide
financial statements as “internal balances”. Advances between funds, as reported in the
fund financial statements, are offset by a fund balance reserve account in applicable
governmental funds to indicate that they are not available for appropriation and are not
expendable available financial resources.

Property taxes are levied as of January 1 on property values assessed as of the same date.
Sewer and trash fees are assessed as of the same date. Taxes and fees are billed February 1
and payable under the following terms: a 2% discount February 1 through March 31; face
amount April 1 through May 31; and a 10% penalty after June 1. Any unpaid bills at
December 31 are subject to lien, and penalties and interest are assessed. The Borough
employs an elected tax collector to collect the property tax, sewer and trash fees levied.
The tax collector remits Borough taxes and fees at least monthly and is paid a salary.

3. Compensated absences

It is the government’s policy to permit employees to accumulate earned but unused sick pay
benefits. There is no liability for unpaid accumulated sick pay benefits in the financial
statements since they are being reported on the cash basis of accounting, as described in Note
I, C. The liability at December 31, 2010 was $173,753.

4. Long-term obligations

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are not expensed as paid under the
cash basis of accounting. Any issuance premiums or discounts, as well as issuance costs, are
expensed at the time of issuance.

5. Fund equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for
use for a specific purpose.
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II. Stewardship, compliance, and accountability

A. Budgetary information

Annual budgets are adopted on the cash basis of accounting which is a basis of accounting
other than generally accepted accounting principles for all funds except the capital projects
funds (including sanitary sewer). All appropriations lapse at year end unless the Borough
Council approves a carry-over of an unused budget line item.

Beginning at least thirty days prior to the adoption of the budget, a proposed budget is
prepared in a manner designated by Borough Council. Notice that the proposed budget is
available for inspection is published by the Borough Secretary in a newspaper of general
circulation. The budget is then made available for a ten day period. The Council must adopt
the budget through a motion by December 31. It is also the duty of Council to adopt an
ordinance levying taxes as allowed by Borough Code.

All budget revisions require the approval of the Borough Council.

B. Excess of expenditures over appropriations

For the year ended December 31, 2010, the General Fund expenditures exceeded
appropriations in total by $15,022. These expenditures were funded by greater than
anticipated revenues.

C. Deficit fund equity

There is a deficit fund balance in the Sewer & Solid Waste Fund that the Borough will
address during the 2010 fiscal year.

III. Detailed notes on all funds

A. Deposits and investments

Custodial Credit Risk – Deposits. In the case of deposits, this is the risk that in the event of a
bank failure, the government’s deposits may not be returned to it. As of December 31, 2010,
the government’s carrying amount of deposits was $650,116 (includes all operating and
capital funds) and the bank balance was $654,537, the difference being outstanding checks
and deposits. Of the bank balance, up to $14,331 is covered by federal depository insurance.
Any balances exceeding federal depository insurance are exposed to custodial credit risk
because it is uninsured and collateralized with securities held by the pledging institution’s
trust department or agent, but not in the government’s name. The risks of default are
eliminated due to the constraints imposed upon allowable investment instruments by the
Borough’s investment policy and through state limitations as discussed in Note I, D, 1.
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III. Detailed notes on all funds (Continued)

A. Deposits and investments (continued)

The government has carrying deposits of $635,170 in external investment pools, held with
PLGIT Bank. These deposits are considered cash equivalents because of their short maturity
dates. The external investment pool was rated AAAm by Standard & Poor’s and has average
maturities of less than 30 days.

Custodial Credit Risk – Investments. For an investment, this is the risk that, in the event of a
failure of the counterparty, the government will not be able to recover the value of its
investments or collateral securities that are in possession of an outside party. All investments
are “held in the name of the government” and thus not exposed to custodial credit risk.

As of December 31, 2010, the government had the following investments:

Average

Maturity Fair Value

Fiduciary Funds:

Mutual funds-Fixed income 2-9 years 1,151,061$

Mutual funds-Equity --- 2,223,237
Mutual funds-International equity --- 569,776

Total Fiduciary Funds 3,944,074$

Interest Rate Risk. This is the risk that changes in interest rates will adversely affect the fair
market value of an investment. As a means of managing its exposure to fair value losses
arising from increasing interest rates, the government’s investment policy structures the
investment portfolio so that securities mature to meet cash requirements for ongoing
operations, thereby avoiding the need to sell securities on the open market prior to maturity;
and by limiting operating funds to being invested in shorter-term securities, money market
funds, or similar investment pools. The policy outlines allowable maximum maturities based
on the type of investments held.

Credit Risk. This is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. State law limits the investment of governmental funds as described in
Section 1, Note D. The government’s investment policy (when not in violation of state
law) requires for fixed income securities (here defined as bonds, preferred stocks, and
money market instruments) to be “investment grade” as defined as S&P. If a corporate
bond rating falls below A- by S&P, or the equivalent by other rating services, it is the
plan’s policy to sell the holding unless a reason is documented in writing by the investment
advisors. The mutual funds-fixed income accounts had average ratings of AA and AAA by
Moody’s.
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III. Detailed notes on all funds (Continued)

A. Deposits and investments (continued)

Concentration of Credit Risk. This is the risk of loss attributed to the magnitude of a
government’s investment in a single issuer. There were no concentrations of credit risk
exceeding 5% in any one single user for December 31, 2010.

B. Interfund receivables, payables, and transfers

Due to/from other funds:
Due From Due To

Other Funds Other Funds

General 195,450$ 96,192$
Capital Projects - 280

Debt Service - 42,563

Sewer & Solid Waste 80,047 196,578

Sanitary Sewer 60,116 -

Total 335,613$ 335,613$

Interfund balances are primarily the result of:
 Expensing of payroll between funds

 To cover cash deficits in certain funds

Interfund transfers:

Transfer Out Transfer In

General 46,222$ -$

Highway Aid - 28,825
Capital Reserve - 17,397
Sewer & Solid Waste 10,000 -

Sanitary Sewer - 10,000

Total 56,222$ 56,222$

Interfund transfers are primarily the result of:
 Reimbursement of expenses

 Saving for future capital projects
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III. Detailed notes on all funds (Continued)

C. Leases

Operating Leases

The government leases various pieces of office equipment under noncancelable operating
leases. Total liabilities under these leases are considered immaterial to the financial
statements.

Capital Leases

The assets acquired through capital leases are as follows:

Governmental

Asset: Activities

Vehicles 31,245$

The future minimum lease obligations and the net present value of these minimum lease
payments as of December 31, 2010, were as follows:

Year Ended Governmental

December 31 Activities

2011 11,137$
2012 11,137

Total minimum lease payments 22,274
Less: amount representing interest (2,166)

Present value of minimum lease payments 20,108$

IV. Long-term debt

General Obligation Notes

The government obtains general obligation notes to provide funds for the acquisition and
construction of major capital assets. General obligation notes have been issued for both
governmental and business-type activities. The original amount of general obligation notes
issued in prior years was $4,475,000.

General obligation notes are direct obligations and pledge the full faith and credit of the
government. These notes are generally issued as 15-20 year notes with varying amounts of
principal maturing each year.
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IV. Long-term debt (Continued)

As of December 31, 2010, general obligation notes arising from cash basis transactions,
payable from governmental fund resources consisted of the following:

Interest

Purpose Rates Amount
Governmental activities 3.7% to 4.2% 2,609,040$

Business-type activities 4% 260,960

2,870,000$

The following is a summary of changes in long-term debt:

Balance, Balance, Due Within

January 1, 2010 Additions Reductions December 31, 2010 One Year

Governmental Activities:
Capital Lease 8,501$ 31,245$ (19,638)$ 20,108$ 9,709$

GO Notes 2,820,520 - (211,480) 2,609,040 222,480

Compensated Absences 173,753 9,333 - 183,086 -

Governmental activity

Long-term liabilities 3,002,774$ 40,578$ (231,118)$ 2,812,234$ 232,189$

Business-type Activities:

GO Notes 270,480$ -$ (9,520)$ 260,960$ 9,520$

Business-type activity

Long-term liabilities 270,480$ -$ (9,520)$ 260,960$ 9,520$

The annual debt service requirements to maturity, including principal and interest, for long-term
debt, as of December 31, 2010, are as follows.

Year Ended

December 31 Principal Interest Principal Interest

2011 221,920$ 95,334$ 10,080$ 9,536$
2012 234,360 92,506 10,640 10,620
2013 244,800 83,691 11,200 10,170

2014 255,800 74,488 11,200 9,695

2015 269,240 64,870 11,760 9,221

2016-2020 657,800 224,573 67,200 38,165

2021-2025 616,800 89,963 81,200 22,757

2026-2028 108,320 6,560 57,680 4,954

Total 2,609,040$ 731,985$ 260,960$ 115,118$

Governmental Activites Business-Type Activities
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V. Other information

A. Risk management

The government is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the government
carries commercial insurance. The Borough participates in the Delaware Valley Insurance
Trust pool. The insurance expense for the year ended December 31, 2010 was $49,059. The
pooling agreement permits the pool to make additional assessments to its members. At
December 31, 2010, there were no additional assessments due or anticipated; instead the pool
declared a dividend of which the Borough’s share was $22,825.

The Borough is also a member of the Delaware Valley Workers' Compensation Trust
(DVWCT), a risk retention pool. The insurance expense for the year ended December 31,
2010 was $50,594. The Trust declared a dividend in 2010. Swarthmore Borough’s share of
the dividend distribution was $10,437. At December 31, 2010, there were no additional
assessments due or anticipated; an audit of the reported 2010 payroll will be performed during
the first quarter of 2011.

B. Contingent liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustments by
grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount, if
any, of expenditures that may be disallowed by the grantor cannot be determined at this
time, although the government expects such amounts, if any, to be immaterial.

In the normal course of business, there are various relatively minor claims and suits pending
against the Borough, none of which materially effect the financial position of the Borough.

C. Employee retirement systems and pension plans

Defined Benefit Pension Plan

The Borough administers two single employer defined benefit pension plans, the Municipal
Police Pension Plan and the Civil Employees Pension Plan. All full time police and non-
uniform employees participate in the plans. Following are details of these two plans. The
most recent valuation was as of January 1, 2009. Details below are from the valuation.
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V. Other information (Continued)

C. Employee retirement systems and pension plans (continued)

Plan Description

Swarthmore Borough administers a public employee retirement system (PERS) to provide
pension benefits for employees of the Borough. At January 1, 2009, the plans consisted of the
following:

Civil
Police Employees

Retirees and beneficiaries currently

receiving benefits 7 8
Terminated employees entitled to

benefits not yet receiving them - -

Active employees 9 8

Total membership 16 16

Changes to Civil Employees Pension Plan membership: During the year the pensioners
dropped from 8 retirees to 7.

Description of Municipal Police Pension Plan

The Pension Plan covers all full-time Borough police officers as of the date of hire. The Plan
provides retirement, disability and death benefits to plan members and their beneficiaries.
Retirement benefits vest after twelve or more years of service to the Borough. A Plan
member is eligible to receive normal retirement benefits upon reaching age 55 and 25 years of
service at termination. The monthly normal retirement benefit is equal to 50% of the final 36
month average compensation plus a Service Increment Benefit. A Service Increment Benefit
is equal to $100 if participant has at least 26 years of service at retirement. Early retirement is
available after 20 or more years of service at termination. The amount of immediate monthly
pension is the amount of the deferred monthly pension actuarially reduced to reflect early
commencement of benefits. The deferred monthly pension is a percentage of the participant’s
final 36 month average salary and is payable commencing at the member’s projected normal
retirement date. The percentage is equal to 50% multiplied by the ratio of the participant’s
service at termination to projected service at normal retirement.

Member contributions are determined and amended through police contract. For the year
ended December 31, 2010, member contributions were 5% of total compensation. The
Borough is required by statute, principally Pennsylvania Act 205, to contribute the remaining
amounts necessary to finance the Fund. Benefit and contribution provisions are established by
Pennsylvania law and may be amended only as allowed by Pennsylvania law. Administrative
costs of the Plan are financed through investment earnings.
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V. Other information (Continued)

C. Employee retirement systems and pension plans (continued)

Description of Municipal Police Pension Plan (continued)

This plan issues a stand-alone financial statement which can be obtained at the Borough’s
Administrative Office.

Description of Civil Employees Pension Plan

The Pension Plan covers all full-time Borough employees, excluding police officers. The
Plan provides retirement, disability and death benefits to plan members and their
beneficiaries. Retirement benefits vest after five or more years of service to the Borough at
termination. A Plan member is eligible to receive normal retirement benefits upon reaching
age 58. The monthly retirement benefit is equal to 2.0% multiplied by the final 36 month
average compensation multiplied by years of service (25 year maximum).

Member contributions are determined and amended by Borough Council. For the year ended
December 31, 2010, member contributions were 5% of total compensation. The Borough is
required by statute, principally Pennsylvania Act 205, to contribute the remaining amounts
necessary to finance the Fund. Benefit and contribution provisions are established by
Pennsylvania law and may be amended only as allowed by Pennsylvania law. Administrative
costs of the Plan are financed through investment earnings.

This plan issues a stand-alone financial statement which can be obtained at the Borough’s
Administrative Office.

1. Summary of Significant Accounting Policies and Plan Asset Matters

Basis of Accounting: The plan’s financial statements are prepared using the cash basis of
accounting. Plan member, employer contributions, benefits and refund are recognized in
the period in which the cash is transacted.

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

C. Employee retirement systems and pension plans (continued)

2. Contributions Required and Contributions Made

The Pension Plan funding policy provides for periodic employer contributions at actuarially
determined rates that, expressed as percentages of annual covered payroll, are sufficient to
accumulate sufficient assets to pay benefits when due. Level percentage of payroll employer
contribution rates are determined using the entry age normal actuarial funding method as
required by Pennsylvania Act 205. The Pension Plan also uses a method defined by Act 205
to amortize the unfunded liability over a defined period.

3. Funded Status and Funding Progress

The funded status of each plan as of January 1, 2010, the most recent actuarial valuation date,
is as follows:

Accrued
Actuarial Unfunded Projected Liability

Actuarial Accrued Actuarial Annual as a
Value of Liability Percentage Accrued Covered Percentage
Assets Obligation Funded Liability Payroll of Payroll

Police 2,491,695$ 3,773,230$ 66.04% 1,281,535$ 752,276$ 170.35%

Civil Employees 943,283 1,542,001 61.17% 598,718 432,614 138.40%

The required schedule of funding progress immediately following the notes to the financial
statements presents multiyear trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial liability for benefits.

4. Annual Pension Cost and Net Pension Obligation

The Borough’s annual pension cost and net pension obligation to the Pension Plans for the
current year were as follows:

Civil

Police Employees

Annual required contribution 92,480$ 51,238$
Interest on net pension obligation (5) (334)
Adjustment to annual required contribution 7 554

Annual pension cost 92,482 51,458

Contributions made per MMO 92,480 51,238

Voluntary excess contributions made 81,525 58,475

Increase (decrease) in pension obligation (81,523) (58,255)

Net pension obligation (asset), beginning of year (58) (3,947)

Net pension obligation (asset), end of year (81,581)$ (62,202)$
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V. Other information (Continued)

C. Employee retirement systems and pension plans (continued)

The annual required contribution for the current year was determined as part of the January
1, 2010 actuarial valuation using the following assumptions:

Police Civil Employees

Date of Actuarial valuation 1/1/2009 1/1/2009

Investment rate of return 8% 8%
Projected salary increases due to inflation 5% 5%
Actuarial value of assets Market Value Market Value

Cost method Entry Age Normal Entry Age Normal

Amortization method Level Percentage Closed Level Percentage Closed

Amortization period 17 12

Cost of living increases Annual with limits Board discretion

5. Three Year Trend Information

Police
Fiscal Annual Percentage Net Pension

Year Pension of APC Obligation

Ending Cost (APC) Contributed (Asset)

12/31/2008 82,744$ 100% (60)$

12/31/2009 88,686 100% (58)

12/31/2010 92,482 100% (81,581)

Civil Employees

Fiscal Annual Percentage Net Pension

Year Pension of APC Obligation

Ending Cost (APC) Contributed (Asset)

12/31/2008 49,807$ 100% (4,176)$

12/31/2009 48,951 100% (3,947)

12/31/2010 51,458 100% (62,202)
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V. Other information (Continued)

D. Other Post-Employment Benefits

The Borough administers a public employee retirement, single-employer defined other post-
employment benefit plan (OPEB) to provide for certain postretirement healthcare benefits, the
Police Post-Retirement Fund.

Plan membership was as follows, per the last actuarial valuation dated January 1, 2006:

Retirees and beneficiaries

currently receiving benefits 2

Active plan members 9
Total membership 11

In 2010, there was only one retiree receiving benefits during the year, and by year
end there were no participants receiving benefits.

Description of the Plan

Through police contract, any officer who retires on a normal or service related disability
pension shall receive from the Borough, until the retired officer becomes eligible for
Medicare, or until any other source of medical benefits becomes available through
employment of the officer or his or her spouse, a benefit equal to the cost of the basic single
health coverage provided at the date of retirement.

The Borough shall also extend full coverage for the officer’s spouse until the spouse is
eligible for Medicare. The maximum benefit period for a spouse shall be ten [10] years with a
maximum benefit payment of Two Hundred Fifty Dollars [$250] per month.

Basic coverage is defined as the medical, vision, and dental plan offered for active employees
with no required co-pay. In the event of an officer’s death in the line of duty, medical benefits
enjoyed by the officer at the time of his or her death shall be continued for the officer’s family
until the death or remarriage of the widow/widower and until the children reach the age of
eighteen, or if a full-time student, age twenty-three. All post-retirement medical benefits will
cease if any government-authorized or government-required health plan covering early
retirees becomes available, provided that such plan provides the same or better level of
coverage.

The plan does not issue a stand-alone financial report.

-35-



SWARTHMORE BOROUGH

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

V. Other information (Continued)

Funding Policy

Retirees are not required to make contributions to this plan. There are no required
contributions of the employer. The contribution requirements of the Borough and plan
members have been established and may be amended through Board Resolution and Police
Labor Contracts. The Borough is accounting for these expenditures of a “pay-as-you-go”
basis. For December 31, 2010, the Borough contributed $32,000 into this plan. . The annual
cost of these benefits in 2010 was $3,934.

Funding Status and Funding Progress

The funded status of the plan as of January 1, 2006, the most recent actuarial valuation is as
follows:

Accrued

Actuarial Unfunded Projected Liability
Actuarial Accrued Actuarial Annual as a

Valuation Value of Liability Percentage Accrued Covered Percentage
Date Assets Obligation Funded Liability Payroll of Payroll

1/1/2006 504,891$ 296,855$ 170.08% (208,036)$ NA * 0.00%

NA * - Benefits are not pay related

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment, mortality, and the healthcare cost trend.
Amounts determined regarding the funded status of the Plan and the annual required
contributions of the employer are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future.

The schedule of funding progress, presented as required supplemental information (RSI)
following the notes to the financial statements, is to present multiyear trend information
about whether the actuarial value of Plan assets is increasing or decreasing over time
relative to the actuarial accrued liability for benefits. However, because the Borough
maintains no Plan assets, required disclosures over Plan assets is not applicable.
Additionally, because 2009 was the year of transition for implementation, requirements of
the GASB Standards Codification, will be implemented prospectively; therefore, the RSI
does not reflect similar information respective of one of the three preceding years.
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V. Other information (Continued)

Funding Status and Funding Progress (Continued)

Projections of benefits are based on the types of benefits provided under the substantive
plan at the time of each valuation and on the pattern of sharing of benefit costs between the
employer and plan members to that point, and the projections of benefits for financial
reporting purposes do not explicitly incorporate the potential effects of legal or contractual
funding limitations on the pattern of cost sharing between the employer and plan members
in the future.

Annual OPEB Cost and Net OPEB Obligation

The Borough’s annual OPEB cost is calculated based on the annual required contribution
(ARC) of the employer, an amount actuarially determined in accordance with the
parameters of the GASB Standards Codification. The ARC represents a level of funding
that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize
any unfunded actuarial liabilities (or funding excess) over a period of 30 years. The
following table illustrates the components of the Borough’s annual OPEB cost for the year,
the amount actually contributed to the Plan, and changes in the Borough’s net OPEB
obligation:

Police OPEB

Annual required contribution 46,159$

Interest on net pension obligation 2,148
Adjustment to annual required contribution (2,944)
Annual pension cost 45,363

Contributions made 3,934

Increase (decrease) in pension obligation 41,429

Net pension obligation (asset), beginning of year 26,850

Net pension obligation (asset), end of year 68,279$

Actuarial calculations reflect a long-term perspective, and consistent with that perspective,
actuarial methods and assumptions used include techniques that are designed to reduce
short-term volatility in actuarial accrued liabilities and the actuarial value of assets. The
January 1, 2006 actuarial valuation used the following assumptions:

Police OPEB

Date of actuarial valuation 1/1/2006

Investment rate of return 6%

Actuarial asset value Market Value
Cost method Entry Age Normal

Amortization method Level Dollar - Open

Amortization period 30

Healthcare trend rate: 10% in 2006, decreasing 1% per year until an ultimate of 5% is
reached.
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V. Other information (Continued)

Three Year Trend Information

Fiscal Annual Percentage Net Pension

Year Pension of APC Obligation
Ending Cost (APC) Contributed (Asset)

12/31/2009 38,651$ 100% 26,850$

12/31/2010 45,363 100% 68,279

Because 2009 was the year of transition for the GASB Standards Codification,
requirements have been implemented prospectively; therefore, the above illustration does
not reflect similar information respective of one of the three preceding years.

E. Subsequent Events

The Borough has evaluated events and transactions for potential recognition or disclosure
in the financial statements through June 13, 2011, which is the date the statements were
available for release. No subsequent events have been recognized or disclosed.
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REQUIRED SUPPLEMENTAL INFORMATION – CIVIL EMPLOYEES PENSION PLAN

DECEMBER 31, 2010

SCHEDULE OF FUNDING PROGRESS

Accrued

Actuarial Unfunded Projected Liability

Actuarial Accrued Actuarial Annual as a

Valuation Value of Liability Percentage Accrued Covered Percentage

Date Assets Obligation Funded Liability Payroll of Payroll

1/1/2005 1,060,701$ 1,099,074$ 96.51% 38,373$ 307,145$ 12.49%
1/1/2007 1,246,311 1,237,510 100.71% (8,801) 425,442 -2.07%

1/1/2009 943,283 1,542,001 61.17% 598,718 432,614 138.40%

SCHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER
AND OTHER CONTRIBUTING ENTITIES

Annual Contributions

Calendar Required From Percentage

Year Contribution Employer Contributed

2005 33,045$ 33,045$ 100%

2006 33,007 33,007 100%
2007 43,366 43,366 100%

2008 49,641 49,641 100%
2009 48,723 48,723 100%

2010 51,238 109,713 214%
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REQUIRED SUPPLEMENTAL INFORMATION – POLICE PENSION PLAN

DECEMBER 31, 2010

SCHEDULE OF FUNDING PROGRESS

Accrued

Actuarial Unfunded Projected Liability

Actuarial Accrued Actuarial Annual as a
Valuation Value of Liability Percentage Accrued Covered Percentage

Date Assets Obligation Funded Liability Payroll of Payroll

1/1/2005 3,354,417$ 3,409,672$ 98.38% 55,255$ 573,187$ 9.64%

1/1/2007 3,590,477 3,468,256 103.52% (122,221) 651,335 -18.76%

1/1/2009 2,491,695 3,773,230 66.04% 1,281,535 752,276 170.35%

SCHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER
AND OTHER CONTRIBUTING ENTITIES

Annual Contributions

Calendar Required From Percentage

Year Contribution Employer Contributed
2005 39,855$ 39,855$ 100%
2006 92,267 92,267 100%

2007 98,166 98,166 100%

2008 82,740 82,740 100%

2009 88,684 88,684 100%

2010 92,480 174,005 188%
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REQUIRED SUPPLEMENTAL INFORMATION – POLICE OPEB

DECEMBER 31, 2010

SCHEDULE OF FUNDING PROGRESS

Accrued
Actuarial Unfunded Projected Liability

Actuarial Accrued Actuarial Annual as a

Valuation Value of Liability Percentage Accrued Covered Percentage
Date Assets Obligation Funded Liability Payroll of Payroll

1/1/2006 504,891$ 296,855$ 170.08% (208,036)$ NA * 0.00%

NA * - Benefits are not pay related

SCHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER
AND OTHER CONTRIBUTING ENTITIES

Fiscal Annual Percentage Net Pension

Year Pension of APC Obligation
Ending Cost (APC) Contributed (Asset)

12/31/2009 38,651$ 100% 26,850$

12/31/2010 45,363 100% 68,279

Because 2009 was the year of transition for the GASB Standards Codification,
requirements have been implemented prospectively; therefore, the above illustration does
not reflect similar information respective of one of the three preceding years.
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STATEMENT OF FIDUCIARY NET ASSETS – CASH BASIS
FIDUCIARY FUNDS

DECEMBER 31, 2010

Police Municipal Police Post-
Pension Pension Retirement Total

ASSETS

Cash 50,189$ 56,400$ 92,227$ 198,816$
Receivables 23,298 8,179 - 31,477

Investments, at fair value
Mutual funds-Fixed income 829,190 321,871 - 1,151,061

Mutual funds-Equity 1,573,953 649,284 - 2,223,237
Mutual funds-International equity 401,731 168,045 - 569,776

Total Investments 2,804,874 1,139,200 - 3,944,074

TOTAL ASSETS 2,878,361$ 1,203,779$ 92,227$ 4,174,367$

NET ASSETS

Net Assets Held in Trust for:

Pension benefits 2,878,361 1,203,779 - 4,082,140

Post-retirement benefits - - 92,227 92,227

TOTAL NET ASSETS 2,878,361$ 1,203,779$ 92,227$ 4,174,367$

Pension and Other Employee Benefit Trust Plans
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STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS – CASH BASIS
FIDUCIARY FUNDS

DECEMBER 31, 2010

Police Municipal Police Post-

Pension Pension Retirement Total

Additions
Contributions

Municipal contributions 119,884$ 79,728$ 32,000$ 231,612$
Employee contributions 42,331 18,135 - 60,466
State contributions 54,121 29,985 - 84,106

Total Contributions 216,336 127,848 32,000 376,184

Investment Earnings
Net appreciation (depreciation) in

fair value of investments 282,468 152,771 - 435,239
Interest 42,396 16,858 37 59,291

Total Investment Earnings 324,864 169,629 37 494,530

Less: investment expense (10,950) (4,050) - (15,000)

Net Investment Earnings 313,914 165,579 37 479,530

Total Additions 530,250 293,427 32,037 855,714

Deductions

Administrative expense 6,142 1,133 - 7,275

Benefits 219,119 64,982 3,934 288,035

Total Deductions 225,261 66,115 3,934 295,310

Change in Net Assets 304,989 227,312 28,103 560,404

Net Assets Held in Trust:

Beginning of Year 2,573,372 976,467 64,124 3,613,963

End of Year 2,878,361$ 1,203,779$ 92,227$ 4,174,367$

Pension and Other Employee Benefit Trust Plans
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