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INDEPENDENT AUDITORS' REPORT

To the Borough Council
Borough of Emmaus, Pennsylvania

: We have audited the accompanying financial statements of the
governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Borough
of Emmaus, Pennsylvania, ag of and for the year ended December
31, 2010, which collectively comprise the Borough's basic

financial statements as listed in the table of contents. Thesge

. financial statements are the responsibility of the Borough of
Our respongibility is to

Emmaus, Pennsylvania's management.
express opinions on these financial statements based on our

audit.

Wwe conducted our audit in accordance with auditing standaxrds
generally accepted in the United States of America. and the
standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the
United States. 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.

As described in Note 1, the Borough of Emmaus 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 do not include
general infrastructure assets in governmental activities and,
accordingly, has not recorded depreciation expense on those
assets. Accounting principles generally accepted in the United
States of America require that those general infrastructure
assets be capitalized and depreciated, which would increase the
ascets, net assets, and expenses of the governmental activities.
The amount by which this departure would affect the assets, net
assets and expenses of the governmental activities is not
reasonably determinable. In addition, no depreciation eXxpense
has been provided for the governmental activities capital assets.
Management has also elected to omit the required Management

Discussion and Analysis.



In our opinion, because of the effects of the matters
discussed in the preceding paragraph, the financial statements
referred to above do not 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 the Borough of
Emmaus, Pennsylvania, as of December 31, 2010, and the respective
changes in financial position for the year then ended in
conformity with accounting principles generally accepted in the

United States of America.

in our opinion, the financial statements
referred to above present fairly, in all material respects, the
regpective financial position - cash bagis of the governmental
activities, the business-type activities, each major fund, and
the aggregate remaining fund information.of the Borough of Emmaus
as of December 31, 2010, and the respective changes in financial
position - cash basig, thereof for the year then ended in
conformity with the basis of accounting described in Note 1.

In addition,

In accordance with Government Auditing Standards, we have
also issued our report dated August 23, 2011, on our
consideration of the Borough of Emmaus, Pennsylvania's internal
control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report isg an
integral part of an audit performed in accordance with Government
Auditing Standards and important for assessing the results of our

audit.

The pension information presented in the required
supplementary information section on pages 35 to 37 are not a
required part of the financial statements but is supplementary
information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which
consisted principally of ingquires of management regarding the
methods of measurement and presentation of the supplementary
information. However, we did not audit the information and

expresg no opinion on it.
7__/ ’ /6/%7///)
/Aéﬁuzaz&; C::Zgz;ﬁﬁﬁgzg;f4y ' '

Emmaus, Pennsylvania
August 23, 2011



BORQUCGH OF EMMAUS
STATEMENT OF NET ASSETS - CASH BASIS
DECEMBER 31, 2010

Bugsiness-
Governmental Type
Activities Activities Total

ASSETS

Cash and cash '

equivalents $ 1,486,330 ) 711,093 g 2,197,423
Internal balances 48,463 41,441 90,904
Capital assets

Buildings, land & S

improvements 5,339,939 0 5,339,939

Machinery & equipment 3,959,057 0 3,959,057
Recreation " 1,438,187 0 1,438,187
Water/sewer system, net 0 2,077,241 2,077,241
Total Assets 12,272,976 2,829,775 15,102,753
LIABILITIES

pPayroll taxes and related : :

withholdings 1,233 0 1,233
Internal balances 41,441 49,463 90,904
Developer esCrows 55,311 0 55,311
Notes & bonds payable 4,869,998 0 4,862,998
Total Liabilities 4,967,883 49,463 5,017,446
NET ASSETS

Invested in capital assets,

net of related debt 5,867,185 2,077,241 7,944,426
Restricted for capital

improvements {(23,602) 0 (23,602)
Unrestricted 1,461,410 703,071 2,164,481
Total Net Assets 5 7,304,993 s 2,780,312 510,085,305

The accompanying notes are an integral part of the financial
statements.
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BOROUGH OF EMMAUS
STATEMENT OF ACTIVITIES - CASH BASIS (Continued}
FOR THE YEAR ENDED DECEMBER 31, 2010

Net (Expense) Revenue and Chanoes in Net Assets

Governmental Business-type

Activities Activities Total
& (544,494) 3 0 g (544 ,494)
(3,015,814) 0 {3,015, 814)
(950,552) 0 (950,552)
(417,294) 0 (417,294)
{15, 240) 0 (15,240)
{17,889) 0 (17,889)
{230, 656) 0 (230,656)
¢ (5,191,939) $ .0 4 (5,191,939)
s 0 & (3,340) s (3,340)

26,764

26,764

8 0 23,424 23,424
$ (5,191,939} 23,424 5,168,515)
3,365,774 0 3,365,774
1,644,378 0 1,644,378
158,653 0 158,653
64,722 0 64,722
18,475 1,246 19,721
192,768 192,768
(22,298) 0 (22,298)

0 0 0

8 5,422,472 § 1,246 $ 5,423,718
230,533 24,670 255,203

§ 7,074,460 $§ 2,755,642 $ 9,830,102

$ 7,304,993

$ 2,780,312

$ 10,085,305

The accompanying notes are an integral part of the financial statements.
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BOROUGH OF EMMAUS _
RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF ASSETS, LIABILITIES AND FUND
EQUITY TO THE STATEMENT OF NET ASSETS - CASH BASIS
- AS OF DECEMBER 31, 2010

Total Fund Balances - Governmental Eunds ) 1,437,808

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 as assets in governmental funds.

The cost of the assetg is $10,737,183. 10,737,183

long-term liabilities are mnot due and payable
in the current period and therefore are not
reported as liabilities in the funds. Long-
term liabilities at year end consist of
notes and bonds payable of $4,869,9538. (4,869,998)

Total Net Assets - Governmental Activities ] 7,304,993

The accompanying notes are an integral part of the financial
statements.
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BOROQUGH OF EMMAUS
RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND_BALANCES TO THE STATEMENT OF ACTIVITIES - CASH BASIS
POR THE YEAR ENDED DECEMBER 31, 2010

Net Change in Fund Balances - Governmehtal Funds $ 1,276,804

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 expenditures 1is
not reported but treated as a capital asset
on the statement of net assets. The capital
outlay for the current year 1is $216,664. 216,664

In the statement of activities, the gain/loss on
the disposal of assets is reported, whereas in the
governmental funds, the proceeds from the sale
increase financial resources. The change in net
assets differs from the change in fund balance by
the cost of the disposed assets of $(40,698), net
of related accumulated depreciation of 50. (40,698)

Igsuance of long-term debt (e.g.bonds) provides
current financial resources toO governmental funds,
while the repayment of the principal of long-term
debt consumes the current financial resources of

governmental funds.

However, neither transaction has an effect on net
assets. Repayment of note and bond principal is
an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the
statement of net assets. The effect of this
rransaction in the statement is shown below:

(5,125,000)

[; proceeds from issuance of bonds
3,902,763 (1,222,237)

Repayment of note & bond principal

Change in Net Assets of Governmental

Activities 5 230,533

The accompanying notes are an integral part of the financial

statements.
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BORQUGH OF EMMAUS
STATEMENT OF NET ASSETS - CASH BASIS
PROPRIETARY FUNDS
DECEMBER 31, 2010

Enterprige Funds

Total
Water Sewer Proprietary
Fund Fund Funds
ASSETS
Current Aggets:
Cash and cash equivalents $ 587,188 s 123,905 § 711,093
Due from other funds _ 41,441 249,254 290,695
Total Current Assets £28,629 373,159 1,001,788
Noncurrent Assets: '
Water system, net of
accumulated depreciation 1,668,201 1,668,201
Sewer gystem, net of :
accumulated depreciation 409,040 405,040
Total Assets 52,296,830 $ 782,199 $3,079,029
LIABILITIES
Due to other funds § 272,174 . 26,543 § 298,717
Total Liabilities 272,174 26,543 298,717
NET ASSETS
Invested in capital assgets,
net of related debt 1,668,201 409,040 2,077,241
Unrestricted 356,455 346,616 703,071
Total Net Asgets $2,024,656 S. 785,656 52,780,312

The accompanying notes are an integral part of the financial

statements.
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BORQUGH OF EMMAUS

STATEMENT OF REVENUES, EXPENSES AND CHANGES

IN FUND NET ASSETS - CASH BASIS

PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2010

Enterprige Funds

Water Sewer
Fund Fund
OPERATING REVENUES
Charges for services 8 934,439 997,632
Total Operating Revenues 934,439 997,632
OPERATING EXPENSES
Pergonal services 291,719 242,769
Contractual services 370,078 630,102
Supplies 29,458 10,203
Materials 25,799 1,331
Utilities 108,298 4,262
Depreciation 112,427 82,201
Total Operating Expenses 937,779 970,868
Operating Income (Loss) (3,340) 26,764
NONOPERATING REVENUES (EXPENSES)
Interest income 809 337
Total Nonoperating Revenueg 909 337
Net Income {(Loss) Before
Operating Transfers (2,431) 27,101
Operating Transfers 0 0
Change in Net Assets (2,431} 27,101
Net Assets, January 1 2,027,687 728,555
S 2,024,656 755,656

Net Assets, December 31

The accompanying notes are an

statements.

-12-~

integral part of

Total
Proprietary
Funds

£1,932,071

1,532,071

534,488
1,000,180
39,661
27,130
112,560

194,628
1,508,647

23,424

1,246
1,246

24,670
0
24,670

2,755,642

$2,780,312

the financial



BOROUGH OF EMMAUS

STATEMENT OF CASH FLOWS - CASH BASIS

PROPRIETARY FUNDS

¥OR THE YEAR ENDED DECEMBER 31, 20190

Enterprise Funds

CASH FLOWS FROM OPERATING ACTIVITIES

Operating income (loss)
Item not requiring cash
Depreciation
Subtotal
(Increase) decrease in due -
from other funds
Increase (decrease) in due -
to other funds
Net Cash Flows From
Operating Activities

CASH FLOWS FROM NONCAPITAL ACTIVITIES

Operating transfers
Net Cash Flows From
Noncapital Activities

CASH FLOWS FROM FINANCING ACTIVITIES

additione to water/sewer systems

Net Cash Flows From
Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest income
Net Cash Flows From
Investing Activities

Net Increase in Cash and
Cash Equivalents

Cash and Cash Egquivalents,
January 1

Cash and Cash Equivalents,
Decembher 31

The accompanying notes are
statements.

Water Sewer
Fund Fund Totals
s (3,340) 26,764 23,424
112,427 82,201 154,628
109,087 108, 965 218,052
701 -0- 701
1 3,829 3,530
109,788 112,494 222,283
Q- -0- -Q-
-0~ -0- -0-
-0- (19,662) {19,662)
-0- (19,662} (19,662)
909 337 1,246
209 337 1,246
110,698 93,1695 203,867
476,490 30,736 507,226
S 587,188 123,905 711,093
an integral part of the financial

-13-



BOROUGH OF EMMAUS
STATEMENT OF NET ASSETS - CASH BASTIS
FIDUCIARY FUNDS
DECEMBER 31, 2010

Police Employee Total
Pension Pension Fiduciary
Plan (A) Trust (&) Funds
ASSETS
Cash and cash
equivalents $ 142,587 8 74,995 s 217,582
Investments, at fair value:
Mutual funds 4,385,994 2,894,945 7,280,835
Total investments 4 385,994 2,894,945 7,280,939
Accrued income 1,802 1,191 2,993
Total Assetls 4,530,383 2,971,131 7,501,514
LIABRILITIES AND NET ASSETS
Liabilitiesg:
None -0- -0- -0~
Total Liabilities -0- -0- -0-

Net Agsgets:
Held in trust for
pension benefits

44,530,383 $2,971,131 $7,501,514

(A) A schedule of funding progress for each plan is presented
on page 35.

The accompanying notes are an integral part of the financial
statements.
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BOROUGH QF EMMAUS
STATEMENT OF CHANGES IN NET ASSETS ~ CASH BASIS
FIDUCIARY FUNDS
YEAR ENDED DECEMBER 31, 2010

Police Employee Total
Pension Pengion Fiduciary
ADDITIONS: ‘Plan Trust Funds
Contributions, :
Employer § 236,888 $ 78,846 $ 315,734
Employee 36,854 47,005 ‘83,859
Other 0 0 0
Total Contributions 273,742 125,851 399,593
Investment income,
Net appreciation in fair
value of investments 407,741 279,346 687,087
Tnterest and dividends 77,692 53,151 130,843
485,433 332,497 817,830
Legs: investment expenses 0. 0 0
Net Investment Income 485,433 332,487 817,530
Miscellaneous income ‘1,840 1,814 3,654
Total Additions 761,015 460,162 1,221,177
DEDUCTIONS :
Benefits 284,265 145,753 430,018
Administrative expenses 10,562 15,074 25,636
Other 0 0 0
Total Deductions 294,827 160,827 455,654
Change in net assets 466,188 299,335 765,523
Net assets held in trust
for pension benefits,
Beginning of vyear 4,064,195 2,671,796 6,735,991
End of vear 84,530,383 52,971,131 57,501,514

The accompanying notes are an integral part of the financial
statements.

-15-



BOROUGH OF EMMAUS
NOTES TG THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 Summary of Significant Accounting Policies

and accompanying financial
statements of the Borough of Emmaug (the Borough) do not conform
to generally accepted accounting principles as applicable to
governmental units since the Borough utilizes the cash basis of
accounting, and has omitted the general infrastructure asgets and
the required management discussion and analysis.  The Borough
applies relevant Governmental Accounting Standards Board (GASB)
pronouncements. In the government-wide financial statements and
the fund financial statements for the proprietary funds,
Financial Accounting Standards Board (FASB) pronouncements have
been applied, to the extent they are applicable to the cash basis
of accounting, unless those pronouncements conflict with or
contradict GASB pronouncements, in which case, GASB prevails.

The accounting policies

Principles Determining Scopé of Reporting Entity

- The Borough Council, a seven member group, and a Mayor, is
the level of government responsible for providing a full range of
municipal services including those mandated Dby statute or

ordinance. These include public gsafety, highways and streets,
culture and recreation, public improvements, planning and =zoning,
and general administrative services. The Borough receives

funding from local and state government sources and must comply
with the concomitant reguirements of these funding source

entities.

In evaluating how to define the Borough, for financial
reporting purposes, management has considered all potential
component units. The decigion to include a potential component
unit in the financial reporting entity was made by applying the
criteria set forth by GASB Statement 14, as amended. The
criteria for including a potential component unit within the
financial reporting entity is the significance of the potential
component unit's operational or financial relationship with the
Borough. Based upon the application of these criteria, there are
no component unitg to be included in the financial reporting

entity of the Borough.

Government ~wide and Fund Financial Statements

The government-wide financial statements include the
statement of net assets and the statement of activities. These
statements report financial information for the Borough as a
whole excluding fiduciary activities such as employee pension
plans and developer €SCrow funds. 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.

-16-



BOROUGH OF EMMAUS :
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 1 Summary of Significant Accounting Policies {(Continued)

(Continued)

covernment-wide and Fund Financial Statements

The statement of activities demonstrates the degree to which
the direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly
identifiable with a specific function or sgegment. Program
revenues include 1) charges to customers or applicants who
purchase, use, OY directly benefit from goods, services, OT
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 oOr 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, and fiduciary funds, even though the latter are excluded
from the government-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund

financial statements.

Measurement Focus, Basisg of Accounting, and Financial Statement

Presentation

Measurement focus 18 a term used to describe "how"
transactions are recorded within the wvarious financial
statements. Basis of accounting refers to "when" transactions
are recorded regardless of the measurement focus applied.

Measurement Focusg

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 item b. below.

In the fund financial statements, the current financial
resources measurement focus or the economic resources measurement
focus, as applied to the cash basis of accounting is used as

appropriate: :

a. All goveramental funds utilize a current financial resources

measurement focusg. Only current financial assets and liabilities
are generally included on their balance sheets. Their operating
statements present sources and useg of available spendable
financial resources during a given period. These funds use fund
balance as their measure of available spendable financial

regources at the end of the period.
b. The proprietary fund utilizes an economic resources
measurement focus. T

_1'7_

he accounting objectives of this measurement



BORQUGH OF EMMAUS
NOTES_TO THE FINANCIAIL STATEMENTS {Continued)
DECEMBER 31, 2010

NOTE 1 Summary of Significant Accounting pPolicies (Continued)

Measurement Focus (Continued)

focus are the determination of operating income, changes  in net
assets, financial position, and cash flows. All agsets and
liabilities associated with their activities are reported.
Proprietary fund egquity ig clagsified as net assets. '

Basig of Accounting

In the government-wide and fund financial statements,
governmental and business-like activities are presented using the
cash basis of accounting. This basis of accounting recognizes
asgets, liabilities, net asgsets/fund egquity, revenues and
expenditures when they result from cash transactions. This is a
comprehensive bagis of accounting other than accounting
principles generally accepted in the United States of America.

Ag a result of the use of this cash bagis of accounting,
certain assets and their related revenues {such as accounts
receivable and revenue for billed ox 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.

Financial Statement Presentation

The Borough reports the following governmental fund types:

The General Fund is the general operating fund of the
Borough. Substantially all tax revenues, federal and state aid
(except revenues and aid restricted for use in the Special
Revenue Fund) and other operating revenues are accounted for in
the General Fund. This fund also accounts for expenditures and
transfers as appropriated in the budget which provides for the

Borough's day-to-day operations.

The State Liquid Fuels Highway Aid Fund (Liquid Fuels Fund)
is the Borough's special revenue funds. Special Revenue Funds are
used to account for the proceeds of specific revenue sources
other than expendable trusts, or major capital projects that are
legally restricted to expenditures for gpecific purposes.

The Capital Projects Fund accounts for resources used to
construct or acquire fixed assets and capital dimprovements.
Resources of the Capital Projects Fund are derived principally
from operating transfers, long-term debt proceeds and investment

earnings.
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BOROUGH OF EMMAUS
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 1 Summary of Significant Accounting Policies (Continued)

Financial Statement Presgentation {Continued)

The Debt Service Fund accounts £for the accumulation of
regources for, and payment of, interest and principal on

long-term obligations.

The Borough reports the following enterpise fund types:

The Water Fund and Sewer Fund are the Enterprise Funds.
Enterprise Funds account for the provisions of water and sewer
services to some residents of the Borough. All activities
necessary to provide such services are accounted for in these
funds including, but not limited to, administration, operations,
maintenance, financing and related debt service, and billings and

collections. .
The Borough also reports the following fiduciary fund types:
The Police Pension Plan and Employee Pension Trust are used
to account for fiduciary resources legally held in trust for the
receipt, investment, and distribution of retirement benefits.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Budgets and Budgetary Accounting

The Borough follows these procedures in establishing the
budgetary data reflected in the financial statements: '

1) In accordance with the Borough Code and Borough

procedures, at least thirty days prior to adoption, the Borough
Manager submits to the Borough Council, with whom the legal level

‘0of budgetary control resides, a proposed budget for the fiscal

year commencing the following January 1. The budget includes
proposed expenditures and the means of financing them for the
upcoming vyear, along with estimates for the current vyear.
Departments for budgetary purposes are general government,
public safety, public works and culture and recreation. ‘

2) Public hearings are conducted to obtain taxpayer
comment .
3) By December 31, the budget is legally enacted for all

governmental funds through passage of an ordinance. Expenditures
for the budget may not legally exceed appropriations and prior
year fund balance reserveg. This is done as a level of budgetary

control.
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NOTES TO THE FINANCIAI, STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 1 Summary of Significant Accounting Policies (Continued)

Budgets and Budgetary Accounting (Continued}

4) Each month the administration prepares a detailed
budget report. The report cites the past month and year-to-date
activity, as well as encumbrances and unencumbered balances by

account.,

5) All modifications, transfers and amendments must be
approved by Borough Council.

6) Formal budgetary integration is employed as a
management control device during the year for the General Fund,
Debt Service Fund, Liquid Fuels Fund and the Capital Projects

Fund.

7) The legally required and adopted budgets of the Borough
are for the General Fund, Debt Service Fund, Liguid Fuels Fund

and the Capital Projects Fund.

8) Budgets for the General Fund, Debt Service Fund, Liquid
Fuels Fund and the Capital Projects Fund are adopted on a cash
basis of accounting discussed above. (The basig of accounting

for budget purposes 1is the same as for financial statement
reporting purposes)

9} Borough Council may authorize supplemental
appropriations during the year. No supplemental appropriations
were made during fiscal 2010. Borough Council must approve all

over expenditures of appropriations or transfers of appropriated
amounts.

Cash and Invegtments

statutes allow the Borough to invest in obligations of the
U.S. Treasury, U.S. Agencies, obligations of the Commonwealth of
Pennsylvania, savings accounts or time deposits of institutions
insured by the Federal Deposit Insurance Corporation (FDIC) and
deposits in excess of FDIC amounts if collateralized by the

depository.

Investments are stated at market. See Note 2 for additional
disclosures about investments.
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NOTES TO THE FINANCIAL STATEMENTS {(Continued)
DECEMBER 31, 2010

NOTE 1 Summary of Significant Accounting Policies (Continued)

Propertv Taxes Receivable

As a result of using the cash basis method of'acéounting,
$163,028 of property taxes receivable as of December 31, 2010,
have not been included as revenues.

The property tax calendar for the fiscal year is as follows:
- Levy Date

January 1
Billing Date

April 1 -
Aprili 1 - May 31 - 2% Discount Period

June 1 - July 31 - Face Payment Period
August 1 - December 31 - 10% Penalty Period
January 1 - Lien Date

gewer and Water Svystems in Service

The sewer and water systems are stated substantially at
cost, net of accumulated depreciation. Depreciation is provided
using the straight line method over the estimated useful life of

gystem components ranging from 7 to 50 years.

Public Emplovee Retirement Systems

The Borough participates in two public employee retirement
systems. Both gystems, single employer public retirement
systems, are defined benefit pension plans which cover all
uniform and non-uniform personnel employed on a full-time basis.

Transfers and Interfund Balances

Legally authorized payments or authorizations to make
payments from a fund receiving revenue to a fund through which
the resources are to be expended are reported as operating

transfers.

Other outstanding balances between funds are reported as
"due to/from other funds".
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BOROUGH OF EMMAUS
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 1 Summary of Significant Accounting Policies (Continued)

Statement of Cagh Flows

ement of cash flows, the Borough
debt instruments with
cash

For purposes of the stat
considers time deposits and highly liquid
original maturities of three months or less to be

equivalents.

Encumbrances

Encumbrance accounting, under which purchase orders,
contracts, and other commitments for the expenditure of monies
are recorded in order to reserve that portion of the applicable
appropriation, is employed as an extension of formal budgetary
integration in the General Fund, the Liquid Fuels Fund and the
Capital Projects Fund. Encumbrances outstanding at year end are
reported as reservations of fund balances since they do not
constitute expenditures or liabilities. There are no
encumbrances as of December 31, 2010.

Regerves

The Borough records reserves to indicate that a portion of
the fund balance is segregated for a specific future use. The
following is a list of reserves used by the Borough and a

description of each:

Reserved for Capital Improvements - An account used to
segregate a portion of fund balance for resources restricted

to capital projects and improvements.

Held in Trust for Pension Benefits - An account used to
segregate a portion of fund balance for resources restricted
to the payment of pension retirement benefits.

Total Columns on Combined Statements

Total columns on the combined statements are presented only
to facilitate financial analysis. Data in these columns doesg not
present financial position, results of operations, or cash flows
in conformity with generally accepted accounting principles. Nor
is such data comparable to a consolidation.
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BORQUGH OF EMMAUS
NOTES TO THE FINANCIAT, STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 2 Deposits and Investments

The Borough's current investment policy is to place as much
of the available funds into interest bearing accounts as is
feagible, Current cash requirements are kept in bank demand

deposits.

DEPOSITS:

As of December 31, 2010, the carrying amount of the
Borough's deposits is $2,415,005 and the bank balance is
$2,553,872. Of the bank balance, $252,702 is covered by federal

depository insurance.

The Borough requires all deposits and investments to be.
covered by federal depository insurance or to be fully
collateralized by the financial institution issuing the
investment or acquiring the deposit. Deposits that are not fully
ingured by the Federal Deposit Insurance Corporation, $2,301,170
at December 31, 2010, are collateralized using the pocled asset
method to 100% of wvalue as reguired by Penngylvania Law. The
securities pledged as collateral are held by the trust department
of a financial institution or by its agents in the financial
institution's name, not in the Borough's name, and are considered

uncollateralized for credit risk purposes.

INVESTMENTS :

Authorized types of investments for Borough funds are
as follows:

a) United States Treasury Bills and Notes.

b) Short-term obligations of the United States, its
agencies or instrumentalities.

c) Deposite in savings accounts oOr time deposits
insured by the Federal Deposit Insurance Corporation or
similar insurance and provided that approved collateral
for public deposits is pledged by the depositery for
excess amounts over the insured maximum.

d) Obligations of the United States and the
Commonwealth of Pennsylvania or any of their agencies
or instrumentalities backed by the full faith and
credit of the United States, Commonwealth of
Pennsylvania or political subdivisions.

e) Shares of an investment company provided that the
only investments of the company are in the investwments
listed in a) through d) above.

Investments made by the Borough as of December 31, 2010, are
summarized below. The investments that are represented Dby
specific identifiable investment securities are classified as to
credit risk by the three categories described below:
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BOROUGH OF EMMAUS
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 2 Deposits and Investments (Continued)

TINVESTMENTS : (Continued)

- Insured or registered, or securities held

Category 1
t in the Borough's name.

by the Borough or its agen

Uninsured and unregistered, with

Category 2 -
g trust department

gecurities held by the counterparty'
or agent in the Borough's name.

Category 3 - Uninsured and unregistered, with
securities held by the counterparty, or by its trust
department or agent, but not in the Borough's name.

Fair value/

Category Carrying
1 2 3 Amount ‘Market
" Mutual Funds $ -0- & -0- 87,280,939 57,280,939 $7,280,939
NOTE 3 Capital Assets

The following is a summary of the changes in the
capital asset activity for the year ended December 31, 2010:

Balance Balance
December 31, Increases December 31,
2009 (Degreases) 2010
Governmental activities:
Borough buildings, land
and improvements $ 5,339,939 3% -0- 8 -0~ § 5,339,939
Machinery and equipment 3,783,031 216,664 (40,698) 3,959,057
Recreation 1,438,187 -0- -0- 1,438,187

Governmental activities
capital assets $10,561,217 3 216,664 $(40,698)$10,737,183

No depreciation has been provided for the governmental
activities capital assets.
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BORQUGH OF EMMAUS
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 3 Capital Assets (Continued)

The following is a summary of proprietary fund type
property, plant, and equipment at December 31, 2010:

Water Sewer
Fund Fund Total

Enterprise Funds:

cewer and Water Systems
Less accumulated depreciation _2,808, 587
Sewer and Water Systems, Net

of Accumulated Depreciation $1,668,201 § 409,040 $2,077,241

84,476,788 $4,179,420 58,656,208
3,770,380 _6,578,367

Depreciation charged to operations for the Water Fund and
the Sewer Fund was $112,427 and $82,201, respectively for the

yvear ended December 31, 2010.

NOTE 4 Long-Term Debt

The following is a summary of general obligation notes
and bonds payable for the year ended December 31, 2010:

General

Obligation Notes Payable Notes Notes Notes Payable
Noteg and Bonds January 1, Issued Retired December 21,
Series of 2000(RA) $ 40,766 S -0- 8 6,971 S 33,795
Series of 2000(B) 40,766 -0- 6,971 33,785
Series of 2004 3,529,000 -0- 3,529,000 -0-
Series of 2006 37,229 -0- 4,821 32,408
Series of 2010 -0- 5,125,000 355,000 4,770,000

Total 53,647,761 $5,125,000 $3,902,763 54,869,998

CGeneral Obligation Note -~ Series of 2000 (&)

The $100,000 2000 general obligation note is due in
installments through 2015 with interest at 2.0%. The principal
outstanding at December 31, 2010, is §33,795.
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BOROUGH OF EMMAUS
NOTES TO THE FINANCIAL STATEMENTS {(Continued)
DECEMBER 31, 2010

NOTE 4 Long-Term Debt (Continued)

General Obligation Note - Series of 2000 (A) (Continued)

The following is a summary of the future debt service
requirements for the General Obligation Note Series of 2000:

Year Ending

December 31, Principal Interesgt Total
2011 s 6,513 8 565 s 7,078
2012 7,243 479 7,722
2013 7,389 - 333 7,722
2014 7,538 184 7,722
2015 5,112 36 5,148

g 33,795 § 1,597 § 35,392

General Obligation Note - Series of 2000 (B)

The $100,000, 2000 general obligation note is due in
inastallments through 2015 with interest at 2.0%. The principal
outstanding at December 31, 2010, ig 533,795,

The following is a summary of the future debt service
requirements for the General Obligation Note Series of 2000:

Year Ending'

December 31, Principal Interest Total
2011 S 6,513 S 565 s 7,078
2012 7,243 479 7,722
2013 7,389 333 7,722
2014 7,538 184 7,722
2015 5,112 36 5,148

S 33,785 s 1,597 $ 35,382
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NOTES TO THE FINANCIATL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 4 Long-Term Debt {Continued)

Ceneral Obligation Note - Serieg of 2004

The $5,032,000 2004 general obligation note is due in
installments through 2018 with .interest at 3.85%. The general
obligation note was refunded on May 1, 2010, with the issuance of

the General Obligation Bonds, Series of 2010.

General Obligation Note - Series of 2006

The $50,000 2006 general obligation note is due in guarterly
installments through 2017 with interest at 2.00%. The principal
outstanding at December 31, 2010, is $32,408.

The following is a summary of future debt service
requirements for the General Obiigation Note Series of 2006:

Year Ending

December 31, Principal Interest Total
2011 g 4,918 S 611 ] 5,529
2012 ' 5,017 512 5,529
2013 5,11% 410 5,529
2014 5,222 307 5,529
2015 5,327 202 5,529
2016 5,434 95 5,528
2017 1,371 11 1,382

S 32,408 S 2,148 S 34,556

General Obligation Bonds - Series of 2010

The General Obligation Bonds, Series of 2010: serial bonds:
date of issuance May 1, 2010; original amount §5,125,000;
interest rate varies from 2.0% to 4.0%. The Bonds are subject to
redemption prior to maturity. The principal outstanding as of
December 31, 2010 is $4,770,000.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 4 Long-Term Debt (Cont inued)

General Obligation Bondsg - Qeries of 2010 (Continued)

The Ffollowing 1s a summary of future debt service
requirements for the Ceneral Obligation Bonds Series of 2010:

Year Ending

54,770,000

952,460

December 31, Principal Interest Total
2011 s 375,000 S 140,620 S 515,620
2012 380,000 - 133,120 513,120
2013 390,000 125,520 515,520
2014 395,000 117,720 512,720
2015 420,000 101,820 521,820
jé 2016 445,000 91,000 536,000
o 2017 455,000 78,985 533,985
2018 480,000 65,335 545,335
2019 495,000 49,975 544,975
2020 515,000 33,145 548,145
2021 - 420,000 15,120 435,120

§5,722,460

The following is a summary of the future debt service
requirements for all General Obligation debt of the Borough:

Year Ending

December 31, Principal Interest Total
2011 $ 392,944 $ 142,361 $ 535,305
-y 2012 ' 399,503 134,590 534,093
} ; 2013 409,897 126,596 536,493
o 2014 415,298 118,395 533,693
. 2015 . 435,551 102,194 537,745
]j 2016 450,434 91,095 541,529
! 2017 456,371 78,996 535,367
: 2018 480,000 65,335 545,335
[ 2019 495,000 49,975 544,975
N 2020 515,000 33,145 548,145
2021 420,000 15,120 435,120
54,869,998 $ 957,802 $5,827,800
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 5 Defined Benefit Pengion Plans

The Borough maintains two single-employer, defined benefit
pension plans. One plan, the Borough of Emmaus Police Pension
Plan, covers uniformed police personnel employed on a full-time
basig. The other plan, the Borough of Emmaus Employees' Pension
Plan, covers full-time nonuniformed employees of the Borough.

Plan Description for the Uniformed Emplovees of the Borough
of Emmaus

_ The Pension Plan for the Police Employees of the Borough of
Emmaus is a single-employer defined benefit plan that covers all
full-time uniformed employees of the Borough upon employment.
The retirement benefit is equal to 50% of their final average
monthly compensation during their last three years of employment.
The normal retirement date is age 50 with 25 years of credited
service and participants become 100% vested upon the completion
of 12 vyears of service. The Plan also provides death and
digability benefits. The authority under which the benefit
provisions have been established, or may be amended, remains with
the Council of the Borough of Emmaus. The Plan does not issue a

stand-alone financial report.

Funding Policy for the Uniformed Employvees of the Borough of
Emmaus

The Borough is required to contribute amounts necessary to
fund the Plan, using the actuarial basis specified by the Borough

of Emmaus. Tf an actuarial study shows the plan to have
insufficient assets to fund plan benefits, member contributions
may be required. Effective January 1, 2009, members are

required to contribute a percentage of their compensation to the
plan to assist in the funding of the plan benefit provisions. The
required contribution rate for 2010 is 3.1%.
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NOTE 5 Defined Benefit pengion Plans (Continued)

Plan Description for the Nonuniformed Emplovees of the
Borough of Emmausg : :

plan for the Nonuniformed Employees of the

The Pension
r defined benefit plan that

Borough of Emmaus is a single-employe
covers all full-time nonuniformed employees of the Borough who

have attained age 18. Effective January 1, 2008, the normal
retirement benefit is equal to 2.0% of their average monthly
compensation times years of benefit service. The normal
retirement date is age 65 with 12 years of credited service and
participants become 100% vested upon the completion of 5 years of
gervice. The Plan also provides early retirement, death and
disability Dbenefits. The authority under which the benefit
provisions have been established, or may be amended, remains with
the Council of the Borough of Emmaus. The Plan does not issue a

stand-alone financial report.

Funding Policyv for the Nonuniformed Emplovees of the Borough
of Emmaug

and the nonuniformed employees of the Borough

The Borough
nts necessary to fund the Plan,

are required to contribute amou
using the actuarial basis specified by the Borough of Emmaus.

Nonuniformed Borough employees are required to contribute 2.6% of
their compensation to the Plan, however, no additional voluntary

employee contributions are permitted.

Annual Pension Cost and Net Pension Obligation

The Borough's annual pension cost and net pension obligation
for the current year are as follows:

Uniformed Nonuniformed
Annual required contribution $ 236,888 S 78,846
Interest on net
_0_ _O_

pension obligation
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2010

NOTE 5 Defined Benefit Pension Plans (Continued)

Adjustment to annual

required contribution -0~ -0~
Annual pension costs 236,888 78,846
Contributions made 236,888 78,846
Increase (decrease) in

net pension obligation -0- -0-
Net pension obligation

beginning of year -0- -0-
Net pension obligation

end of year S -0- g -0-

Annual Pension Cost and Net Pension Obligation

The annual required contribution for the current year was
determined as part of the January 1, 2009, actuarial valuation
using the entry age actuarial cost method. The actuarial
agssumptions included (a) §.00% and 7.00% investment rate of
return for the uniform and nonuniformed plans respectively, and
(b) projected salary increases of 6.00% and 5.00% per year for
the uniform and nonuniformed plan, respectively. Both (a) and (b)
for both plans include an inflation component for moderate
cogt-of-living increases. The assumptions did not include
postretirement benefit increases for either plan. The actuarial
value of assets for both plans was determined using market value
as determined by the trustee. For the uniformed plan the
unfunded actuarial accrued liability (AAL) amortization method is
the level dollar method on a closed basis. The rewaining
amortization period at January 1, 2009, was 16 years. For the
nonuniformed plan the unfunded actuarial accrued liability (ARL)
amortization method is the level dollar method on a closed basis.
The remaining amortization period at January 1, 2002, was 17

years.

Three Year Trend Information

Annual Percentage Net

Year Pengion of APC Pension

Ending Cost (APC) Contributed Obligation
Uniformed. 12/31/08 8 204,622 100% s 0
Plan 12/31/09 226,273 100% 0
12/31/10 236,888 100% 0
Nonuniformed 12/31/08 $& 68,879 100% S 0
Plan 12/31/09 78,633 100% 0
12/31/10 78,846 100% 0
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010 ' :

NOTE 5 Defined Benefit Pension Plans (Continued)

Plan Membership Information
2009, (the

Membership in the pension plans as of January 1,
most recent date available) is as follows:
Uniformed Nonuniformed
Active employees 19 37
Retirees and beneficiaries
currently receiving benefits 16 19
Terminated employees entitled
to benefits but not yet
receiving them 1 -
Total 36 61
Investments
Plan investments are reported at fair wvalue. Securities

traded on a national or international exchange are valued at the
last reported sales price at current exchange rates.

At December 31, 2010, the plans had the following
investments in any one organization representing five percent or
more of the Plans assets (other than investments issued or

guaranteed by the U. S. Government) as follows:

Uniformed Nonuniformed

tederated Total Return Bond Fund s 501,387 $ 315,279
Met West Total Return CL Fund 314,703 210,304
MFS Value Fund 407,489 269,029
Thornburg International Value Fad 232,179 150,805
Wells Fargo Adv To Rt Bond Fund 832,130 545,523
Wells Fargo Adv Cap Growth Fund 405,647 265,934
Harbor International Fund 149,310
NOTE 6 Deferred Compensation Plan

The Borough offers its employees a deferred compensation
plan created in accordance with Internal Revenue Code Section
457. The plan, with optional participation available to all
Borough employees, permits them to defer a portion of their
salary until future Yyears. The deferred compensation is not
available to employees until termination, retirement, death or
financial hardship. Amendments to the laws governing Section 457
deferred compensation plans gubstantially became effective
January 1, 1997. The Borough approved plan amendments such that
plan assets are held in trust, with the Borough gerving as
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BOROUGH_OF EMMAUS
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2010

NOTE 6 Deferred Compensation Plan (Continued)

trustee, for the exclusive benefit of the plan participants and
their beneficiaries. The assets will not be diverted to any

other purpose.

NOTE 7 Compensated Absences

Accumulated unpaid vacation and sick pay benefits accrue
based on length of service and employment. There was no material
unused accrued vacation or sick pay benefits as of December 31,
2010. Also, in accordance with the provisions of Governmental
Accounting Standards Board, no liability is recorded for the
non-vested accumulated rights to receive vacation and sick pay

benefits.

NOTE 8 Litigation

Various claims and lawsuits are pending against the Borough.
Defenses. are being conducted by counsel for the Borough or the
ingurance carrier, and losses, if any, are not anticipated to
have a significant effect on the Borough's financial position.

NOTE 9 Contingencies

tes in a number of state and federally
These programg are subject to program
compliance audits by the grantors or their representatives. The
audits of these programs including the year ended December 31,
2010, have not yet been conducted. Accordingly, the Borough's,
compliance with applicable grant requirements will be established
at some fFuture date. The amount, if any, of expenditures which
may be disallowed by the granting agencies cannot be determined
at this time although the Borough expects such amounts, if any,

to be immaterial.

The Borough participa

NOTE 10 Deficit Fund Balances

The Ligquid Fuels Fund had a deficit fund balance at December
31, 2010.
ts Fund had a deficit fund balance at

The Capital Projec
December 31, 2010.
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DECEMBER 31, 2010

Note 11 Commitments to Related Parties

The Borough of Emmaus has entered into an agreement to
guarantee the Borough of Emmaus Fire Department's 2002 2.0%
interest Pennsylvania Emergency Management Agency (PEMA) loan in
the amount of $150,000, for the purchase of a Central States

Custom Rescue Pumper truck.

Note 12 Risk Management

eg are covered by commercial insurance for
There has been no significant reduction in

gettlement amounts have not exceeded
r or the three prior

Significant loss
all major programs.

insurance coverage.
insurance coverages for the current yea

years.

Note 13 Subsequent Events

evaluated through August 23,

subsequent events have been
vailable. to

2011, which was the date financial statements were a
be issued.
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BOROUGH OF EMMAUS
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULES OF EMPLOYER CONTRIBUTIONS
DEFINED BENEFIT PENSION PLANS
(An Integral Part of the Financial Statements)

 PENSION PLAN FOR THE UNIFORMED EMPLOYEES OF THE BOROUGH OF EMMAUS

Annual Contributions
Calendar Required from Percentage
Year Contribution Employver Contributed
_______ 2005 $ 153,820 $ 153,820 100%
2006 g 169,919 $ 169,219 100%
2007 $ 183,536 $ 183,536 100%
2008 S 204,622 3§ 204,622 100%
2009 S 226,273 § 226,273 100%
2010 $ 236,888 $ 236,888 100%

PENSION PLAN FOR THE NONUNIFORMED EMPLOYEES OF THE BOROUGH OF
EMMAUS )
Annual Contributions
Calendar Required from Percentage
Yeaxr Contribution Employer Contributed
2005 S 87,846 s 87,846 100%
2006 5 70,232 s 70,232 ' 100%
§ 2007 s 71,881 g 71,881 100%
L 2008 S 68,879 5 68,879 100%
2009 5 78,633 5 78,633 100%
S g 78,846 100%

[T 2010 78,8456

-36-




BOROUGH_ QF EMMAUS
~ RE UIRED cUPPLEMENTARY INFORMATION
NOTES TQ THE REQUIRED SUPPLEMENTARY INFORMATION
DEFINED BENEFIT PENSION PLANS
(An Integral Part of the Financial Statements)

The information presented in the reguired supplementary
schedules was determined as part of the actuarial valuation at
the date indicated. additional information as of the latest

actuarial valuation follows.

PENSION PLAN FOR THE UNIFORMED EMPLOYEES OF THE BOROUGH OF EMMAUS

valuation date: 1/1/09

Actuarial cost method: Entry age Normal

Level Dollar

Amortization method:
Closed

Remaining amortization

period: 16 Years

Market Value as
determined by
the trustee

Asset valuation method:

Actuarial assumptions:

Investment rate of return ‘ 8.00%
Projected salary increases 6.00%
Includes inflation Moderate cost

of living

PENSION PLAN FOR THE NONUNIFORMED EMPLOYEES OF THE BOROUGH OF
EMMAUS

Valuation date: 1/1/09
Actuarial cost method: Entry age Normal
Amortization method: Level Dollarxr
Cloged
Remaining amortization
period: 17 Yeaxrs
Asset valuation method: Market Value as

determined by
the trustee

Actuarial assumptions:

Investment rate of return 7.00%
Projected salary increases 5.00%
Includes inflation Moderate cost

of living

-37-



FRANCE, ANDERSON, BASILE and COMPANY, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

903 Chestnut Street Members: American Institute of
Emmaus, Pennsylvania 18049 ' Certified Public Accountants
610-967-1200 Pennsylvania Institute of
610-966-6669 Fax Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Borough Council
Borough of Emmaus, Pennsylvania

We have audited the financial statements of the governmental
activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Borough of
Emmaug, Pennsylvania, as of and for the year ended December 31,
2010, which collectively comprise the Borough of Emmaus,
Pennsylvania's, basic financial statements and have issued our
report thereon dated August 23, 2011. We conducted our audit in
accordance with auditing standards generally accepted in the
United States of BAmerica and the standards applicable to
financial audits contained in covernmental Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the
Borough of Emmaus, Pennsylvania's internal control over financial
reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on
the effectiveness the Borough of Emmaus, Pennsylvania's internal
control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the Borough of -Emmaus,
Pennsylvania's internal control over financial reporting.

A deficiency in internal control exists when the design or
operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis.
A material weakness 1s a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable
possibility that =a material misstatement of the entity's
financial statements will not Dbe prevented or detected and

corrected on a timely basis.
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our consideration of internal control over financial
ibed in the first

reporting was for the limited purpose descri
paragraph of thisg section and was not designed to identify all

deficiencies in internal control over financial reporting that
might be deficiencies, significant deficiencies, ©Or material

weaknesses. We did not identify any deficiencies in intermal
control over financial reporting that we consider to be material

weaknesses, as defined above. However, We identified certain
deficiencies in internal control over financial reporting,
described in the accompanying schedule of findings and guestioned
costs that we consider o be significant deficiencies in internal
control over financial reporting, finding reference number
2010-1. A significant deficiency is a deficieney, ©or a
combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the
Borough of Emmaus, Pennsylvania's, financial statements are free
of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant
noncompliance with which could have a direct and

agreements,

material effect on the decermination of financial statement
amounts. However, providing an opinion on compliance with those
provigions was not an objective of our audit, and accordingly, we

do not express such an opinion. The results of our tests
disclosed one ingtance of noncompliance or other matters that is
required to be reported under covernment Auditing Standards and
which is described in the accompanying schedule of findings and

questioned costs as item 2010-1.

We noted certain matters that we reported to management of
the Borocugh of Emmaus, Pennsylvania, in a separate letter dated

August 23, 2011.

This report is intended solely for the information and use
of management, the Borough Council, others within the entity, and
federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these

specified parties.

%%Wﬂ/@,/z

Emmaus, Pennsylvania
August 23, 2011
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BORQUGH OF EMMAUS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2010

FINDINGS
STGNIFICANT DEFICIENCIES

Finding No. 2010-1: Segregation of Duties

Due to the size of the office staff of the Borough,

Condition:
provide for proper segregation of

+here lacks enough personnel to
accounting functions.

Criteria: Internal controls should be in place that provide for
proper segregation of accounting functions.

Effect: Because of the inadequate segregation of accounting
duties the possibility arises that there is more than a remote
likelihood that a mistatement of the Borough's financial
statements that is more than inconsequential will not be
prevented or detected by the Borough's internal control.

Recommendation: We understand it is impractical to have an
accounting staff large enough to provide for proper segregation
of all duties and the additional cost of adding staff does not
justify the benefits that would be provided. However, the
‘Borough Manager and Borough Council need to monitor the
accounting of the Borough and remain involved in the functions of
the office to provide additional safeguards.

QUESTIONED COSTS

None
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