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Independent Auditors’ Report 
 
 
 
 
To the Board of the Authority 
Horsham Water and Sewer Authority 
Horsham, Pennsylvania 
 
We have audited the accompanying financial statements of the Horsham Water and Sewer Authority, which 
comprise the statements of net position as of December 31, 2019 and 2018, and the related statements of 
revenues, expenses and changes in net position and cash flows for the years then ended and the related 
notes to the financial statements.  
 
Management’s Responsibility for the Financial Statements 
 
Horsham Water and Sewer Authority’s management is responsible for the preparation and fair presentation 
of these financial statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation and maintenance of internal control relevant to 
the preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.   
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits 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 from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on the auditors’ judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control.  Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Horsham Water and Sewer Authority as of December 31, 2019 and 2018, and the changes in 
its financial position and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America (GAAP).   
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To the Board of the Authority 
Horsham Water and Sewer Authority 
Horsham, Pennsylvania 
 
 
 
 
Emphasis of Matter 
 
As discussed in Note I, the spread of the COVID-19 coronavirus is affecting the United States and global 
economies and may have an impact on Horsham Water and Sewer Authority’s operational and financial 
performance.  At this point, Horsham Water and Sewer Authority cannot reasonably estimate the impact on 
its operations or financial results.  The accompanying financial statements do not include any adjustments 
related to the subsequent event.  Our opinion is not modified with respect to this matter. 
 
As discussed in Note H, the Authority restated the beginning net position as of January 1, 2018 and ending 
net position as of December 31, 2018 due to the capitalization of amounts previously expensed.  Our 
opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that management’s 
discussion and analysis on pages 4 through 26 and pension plan information on pages 40 through 43 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 the 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 evidence sufficient to express an opinion or provide any assurance.   
 
Other Information 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the Horsham Water and Sewer Authority’s basic financial statements.  The schedules of treatment 
costs, general and administrative expenses, surcharge related expenses and grant related expenses are 
presented for purposes of additional analysis and are not a required part of the basic financial statements.  
Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the basic financial statements.  The information 
has been subjected to the auditing procedures applied in the audits of the basic financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic 
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 basic financial statements as a whole.   
 
 
 
 
Oaks, Pennsylvania 
July 20, 2020 
 

malbitz
Greg Maillie
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Horsham Water and Sewer Authority management is pleased to offer readers of its financial statement, 
this narrative overview and analysis of the Authority’s financial performance for the fiscal year ended 
December 31, 2019.  Readers are encouraged to consider this supplemental discussion and analysis in 
conjunction with additional information that is furnished in the financial statements and notes to the 
financial statements immediately following this section. 
 

2019 FINANCIAL HIGHLIGHTS 
 

 During the year, the Authority’s net position increased by $3.1 million or 4.1%. 
 
 During the year, the Authority’s operating revenues were $16,989,617, a decrease from 

$17,287,069 in 2018, or (1.7%)   
 
 During the year, the Authority’s operating expenses were $8,596,790, an increase from 

$8,327,445 in 2018, or 3.2% 
 
 During the year, long-term bond debt decreased by $1,200,000 or 7.1%. 
 
 The Horsham Water and Sewer Authority maintained its Aa2 bond rating during 2019. 

 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 

This annual financial report consists of two parts:  Management’s Discussion and Analysis (this section) 
and the basic financial statements.  This discussion and analysis is intended to serve as an introduction 
to the Authority’s basic financial statements.  The Financial Statements also include notes that provide 
additional information which is essential to the full understanding of the data provided. 
 

GOVERNMENT-WIDE FINANCIAL STATEMENTS 
 

The Authority adopted the provisions of Governmental Accounting Standards Board Statement No. 34, 
Basic Financial Statements--and Management’s Discussion and Analysis--for State and Local 
Governments, as of January 1, 2003.  The basic financial statements include a series of financial 
statements which are comprised of the government-wide financial statements presented in the 
Proprietary Fund.  These statements are designed to provide readers with an overview of the 
Authority’s financial position, in a manner similar to businesses in the private sector, but emphasizing 
accountability rather than profitability.   
 

The Statement of Net Position (on page 27) provides information about the Authority’s assets and 
liabilities, with the difference between the two reported as net position.  This statement which lists the 
value of assets held and debts owed by the Authority at the end of the reporting period is the non-
profit’s version of a balance sheet.  The Statement of Net Position reflects the overall financial position 
of the Authority as of the close of 2019.  
 

The Statement of Revenues, Expenses and Changes in Net Position (page 28) presents information on 
the Authority’s revenues and expenditures, with the difference reported as the change in net position.  
This statement resembles the income statement of a profit generating business, as it illustrates the net 
results of the Authority’s activities during the fiscal year reported.  Rather than using the terms profit or 
loss, changes to the Authority’s net assets resulting from income and expenses that occurred during 
the current fiscal year are applied as a surplus or deficit resulting in a change in net position.  This 
statement provides a basis of measurement of the Authority’s success in operations over the past year.  
It also demonstrates whether the Authority recovered all of its costs through its user fees and other 
charges and whether any surplus or deficit was generated.   
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The Statement of Revenues, Expenses and Changes in Net Position serves as a report of the 
Authority’s performance for the year, reflecting how the Authority has executed its core business 
operations.   
 
Together, the Statement of Net Position and the Statement of Revenues, Expenses and Changes in 
Net Position, can be utilized to measure the Authority’s financial health and performance in values such 
as leverage, liquidity and efficiency, among others.  Analyzing these statements both horizontally and 
vertically, while also taking into consideration other factors such as changes in economic conditions, 
population shifts and new or changing governmental legislation, the reader is able to quickly and easily 
recognize changes in the financial position of the Authority from year to year. 
 
The Statement of Cash Flows (page 29) provides information about the Authority’s cash receipts, cash 
payments, and net changes in cash resulting from operations, investing, and financing activities.  This 
statement identifies how cash was generated during the year, what the cash was used for, and how the 
Authority’s overall cash balance changed.  Effectively, the year’s transactions and events in terms of 
their impact on cash are summarized in the Statement of Cash Flows.  This statement serves to 
complement the Statement of Revenues, Expenses and Changes in Net Position and assists in 
ascertaining the Authority’s ability to generate income in the future.  The Statement of Cash Flows does 
not include any transactions that are not already reflected in the Statement of Revenues, Expenses and 
Changes in Net Position, but it provides information relating to the cash flow effects of those 
transactions. 
 
FINANCIAL ANALYSIS OF THE AUTHORITY  
 
The purpose of the foregoing is to analyze the Horsham Water and Sewer Authority’s (HWSA or 
Authority) overall financial position and results from operations to help readers determine if the 
Authority’s financial position has improved or deteriorated due to the current year activities.   
 
While HWSA remains in a stable financial position, readers should note that this report reflects 
extensive financial activity related to a regional groundwater contamination linked to historical activities 
at local existing and former military installations. 
 
Historically, the Authority’s public water system has supplied drinking water to its approximately 7,800 
residential, commercial and industrial customers using 14 deep water wells and supplemental 
purchased water from two adjacent water suppliers, Aqua Pennsylvania (Aqua) and the North Wales 
Water Authority (NWWA). 
 
Since July 2014 the Authority has been responding to the presence of perfluoroalkyl and polyfluoroalkyl 
substances (PFAS) in local groundwater resources.  PFAS is a large group of manufactured 
compounds that have been widely used to make consumer products which are resistant to stains, 
grease and water, such as treated home textiles, food-contact paper, water repelling clothing, and non-
stick cookware (EPA, 2016).  Due to the heat resistance properties of these compounds, they have also 
been used in the manufacture of Aqueous Film Forming Foam (AFFF).  PFAS- based AFFF is used to 
extinguish flammable liquid fires, such as fires involving gas tankers and oil refineries (EPA 2013a; DoD 
SERDP 2012) and thus had been extensively used at the former Willow Grove Naval Air Station Joint 
Reserve Base (“NASJRB” or the “Base”) and the existing Horsham Air Guard Station (HAGS), both 
located in Horsham Township.  Given the broad use of products made with PFAS, exposure both 
through consumer products and drinking water, has been found to be widespread across the country.   
Accordingly, PFOS and PFOA have been phased out of production in the United States. 
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Two of the compounds in the PFAS family are the chemically short-chained Perfluorooctane Sulfonate 
(PFOS) and Perfluorooctanoic acid (PFOA).  In 2009, the United States Environmental Protection 
Agency (EPA) issued Provisional Health Advisory (PHA) levels for PFOS and PFOA.  PHAs are health 
based advisories that serve as interim guidance while further research relating to the contaminants is 
performed. 
 
Both compounds were found to be present in groundwater on both military facilities at levels far in 
excess of the PHA.  In 2014, both compounds were also detected at levels above the PHA in two of the 
Authority’s public supply wells, Well 26 and Well 40 resulting in the immediate shut-down of both wells.   
 
Both compounds were also detected at levels below the PHA in three other Authority wells, Well 10, 
Well 17, and Well 21.  Subsequent testing at higher sensitivity levels revealed low level detections in all 
of the Authority’s public supply wells.   
 
Given the tie of the contamination to both military facilities, in July 2015 and November 2015 
respectively, the Authority entered into Cooperative Agreements (CA) with both the United States Navy 
(Navy) and the Pennsylvania National Guard Bureau (NGB) for a combined $9 million in grant funding 
to carry out the necessary response actions associated with the contamination.  Such response actions 
under the CAs include the purchase of water through existing interconnections with adjacent water 
suppliers to replace production losses from the shut-down wells, installation and long term operation of 
treatment systems on the public supply wells with concentrations of PFOS and/or PFOA at or above the 
PHA, and public water connections for private properties with similarly impacted individual private wells.   
 
In May 2016, EPA replaced the PHA with a Lifetime Health Advisory (LHA), prompting the shut-down of 
the Authority’s public supply Wells 10, 17, and 21 and doubling the number of private properties with 
individual private drinking water wells exceeding the health standard.  Accordingly, in June 2017 the 
Navy CA was modified to allocate an additional $7.3 million in grant funding to the Authority.  Two 
subsequent modifications, in 2018 and 2019, allocated an additional $1.7 million and $497,992 
respectively, bringing the total grant funding under the CAs to $18.375 million. 
 
While the CAs with the Navy and NGB collectively provide funding for the installation of treatment 
systems to remove PFOS and PFOA to the 70 ppt HA level, according to the military, the government is 
not authorized to fund any actions designed to reduce concentrations to levels below the LHA.  Despite 
this funding limitation, concern has been expressed among the Horsham community that the LHA is 
based upon emerging and incomplete science and may not adequately account for the chronic and 
excessive levels of these contaminants to which the residents may have been exposed.  In light of 
concerns as to the evolving nature of the science regarding PFAS contamination in drinking water and 
the chronic, historic consumption in the community, in June 2016, and October 2016 respectively, 
Horsham Township and HWSA jointly adopted aggressive short and long term plans with a goal of 
reducing the average PFOS/PFOA concentrations over its entire water system to at or near non-detect 
levels (< 5 parts per trillion combined).  A PFAS surcharge for the purpose of funding recurring short 
term remediation efforts outside of those being funded by the military was subsequently instituted in 
September 2016. Infrastructure necessary to achieve long term remediation, not otherwise being 
funded by the military, is being paid for through a $10M grant that was designated specifically to 
Horsham Township as part of the 2016-2017 Commonwealth of Pennsylvania budget via the 
Pennsylvania Infrastructure Investment Authority (PennVest).  Provisions for covering long term 
operating expenses of the state funded treatment systems are discussed in the conclusion of this 
report.  
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The Long Term Plan was essentially implemented in early October 2019 when all HWSA wells in 
current operation were utilizing PFAS removal treatment and the interconnection with Aqua that will be 
equipped with PFAS removal treatment was removed from service in order to complete the installation 
of the filters.  This interconnection is expected back in service in early 2020.  The final stage of the plan 
will be the Navy funded installation of permanent treatment systems at HWSA wells 10, 17 and 21. This 
work is also anticipated to begin in 2020. 

 
Upon full transition from the short to long term plan, Horsham’s public water supply will be sourced by 
10 wells, all with PFAS removal filters installed, purchased water from Aqua  also with a PFAS removal 
filter installed, and purchased water from NWWA that has PFAS at or around non-detect levels.   
 
With the Long Term Plan effectively in place as of October 2019, HWSA has successfully achieved 
Horsham Township’s long term locally adopted goal of “non-detect” (< 5 ppt) for PFAS which we 
believe places Horsham’s water supply among the highest quality in the country. 
 
Multiple remedial investigations related to the PFAS contamination continue to be performed by both 
the Navy and the NGB.  The Authority is working with both agencies to address this ongoing issue and 
its effects on the public water supply and area groundwater.  Actions taken to address the PFAS 
contamination are discussed throughout this report.  
 
Starting in 2015, the Authority made expenditures for the Water System which were grant funded as 
provided in the Navy and NGB CAs and the PennVest grant described above.  These expenditures 
were treated as an expense from 2015 through 2018.  The Authority has determined that a portion of 
these expenditures should be treated as an acquisition or construction of capital assets, not as an 
expense, and therefore, the Authority has restated the beginning net position as of January 1, 2018 to 
reflect the net book value of these assets capitalized as of that date.  In addition, the Authority has 
restated the 2018 financial statements to adjust for costs previously expensed, now capitalized, and to 
record additional depreciation expense on the cumulative upward adjustment of capital assets.   (See 
Note H.) 
 
When comparing 2019 and restated 2018 Statements of Revenues, Expenses and Changes in Net 
Position with those previously reported for 2015 through 2017, grant revenues would be recorded 
similarly in all years but, for years 2015 through 2017 if the 2019 and restated 2018 accounting 
treatment had been in effect,  (1) “Grant related expenses” would have been lower and “Operating 
income/(loss) before depreciation” higher by the amount of grant funded expenditures allocated to 
capital additions, and (2) “Depreciation expense” would have been higher by the amount of 
depreciation on those capitalized assets.   On the Statements of Net Position in the years 2015 through 
2017 using the accounting treatment in effect in the 2019 and restated 2018 statements, the “Net 
Position – Net investment in capital assets” and “Total Net Position” would have been higher by the 
amount of the depreciated book value of the capitalized assets.  
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The following table summarizes the last two years’ changes in net position.  Bullet points immediately 
following the table summarize changes that have occurred between 2018 and 2019. 
 

Condensed Statements of Net Position 
 

Increase
2019 2018 (Decrease) %

ASSETS
Current assets $ 22,454,708  $ 18,808,311  $ 3,646,397    19.4%
Capital assets, net 75,676,176  76,115,180  (439,004)      -0.6%
Net pension asset -                   137,871       (137,871)      -100.0%

TOTAL ASSETS 98,130,884  95,061,362  3,069,522    3.2%

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 427,975       211,602       216,373       102.3%

TOTAL ASSETS AND
 DEFERRED OUTFLOWS
 OF RESOURCES $ 98,558,859  $ 95,272,964  $ 3,285,895    

LIABILITIES, DEFERRED INFLOWS OF 
 RESOURCES AND NET POSITION

LIABILITIES
Current liabilities $ 4,533,082    $ 3,299,637    $ 1,233,445    37.4%
Long-term debt 14,570,000  15,800,000  (1,230,000)   -7.8%
Net pension liability 437,267       -                   299,396       

TOTAL LIABILITIES 19,540,349  19,099,637  302,841       1.6%

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions 41,617         327,805       (286,188)      -87.3%

NET POSITION
Net investment in capital assets 59,876,176  59,115,180  760,996       1.3%
Restricted for bond retirement 1,523,328    1,538,843    (15,515)        -1.0%
Unrestricted 17,577,389  15,191,499  2,385,890    15.7%

TOTAL NET POSITION 78,976,893  75,845,522  3,131,371    4.1%

TOTAL LIABILITIES, DEFERRED 

 INFLOWS OF RESOURCES 
 AND NET POSITION $ 98,558,859  $ 95,272,964  $ 3,285,895    3.4%

Variance

 
Assets: 
 

 Current Assets consist of cash, cash equivalents, accounts receivable/accrued 
revenues, grant receivables, and prepaid expenses. 
 
 Cash and Cash Equivalents represent cash balances in the Authority’s 

Revenue and Bond Redemption and Improvement (BRI) Funds.  In accordance 
with the Authority’s Bond Indenture, a constant balance representing 6 months’ 
worth of operating expenses is maintained in the Revenue Fund. Of the $8.4 
million in 2019 operating income (exclusive of depreciation), $4.4 million was 
invested in capital assets and $3.8 million was transferred from the Revenue 
Fund to BR&I to be used for future capital projects.     
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 Cash and Investments Held by Trustee comprise reserve funds for the 2010C 

series bonds.    
 
 Receivables and Accrued Revenues consist of water and sewer services billed 

but not yet paid as well as services rendered but not yet billed.  Also included in 
receivables are outstanding balances on installment payment plans for 
assessment or Special Purpose Tapping Fee (SPTF) charges associated with 
system expansions.  Receivables decreased by (0.4%) between 2018 and 2019. 

 
 Prepaid Expenses include the remaining portion of a 24-month Owner 

Controlled Insurance Program (OCIP) policy covering the Authority and its 
contractors for certain claims relating to work under the Navy CAs referred to in 
the introduction to this discussion.  Coverage under the current OCIP policy 
extends through October 2020, and may be extended as necessary.   

 
 Grant Receivable consists of an aggregate of various expenses related to 

system expansions and other activities associated with the implementation of the 
PFAS contamination that had not yet been reimbursed under the Navy CA or the 
PennVest grant as of the close of the year.  Grant receivables in 2019 decreased 
by (12.2%) from $2.3 million in 2018 to $2.05 million in 2019.  

 
 In total, shifts in grant receivable and cash resulted in an increase in current assets by 

over $3.6 million, representing a 19.4% increase from 2018 to 2019.   
 
 Long-Term Capital Assets consist of property, plant and equipment (PPE).  As 

discussed in the introduction, 2018 PPE was restated to reflect grant funded 
expenditures from 2015 through 2018 that were retrospectively allocated to capital 
additions less the cumulative additional depreciation expense associated with those 
additions.  As a result of this adjustment, 2018 PPE was restated from $64,815,673 to 
$76,115,180.  Refer also to Note H.  Capital investments in the system during 2019 
comprised $1.6 million in Authority funded additions and $2.8 million in grant funded 
additions.  Capital additions for the year were exceeded by depreciation.  On a net basis, 
PPE decreased by $439,000, or (0.6%) from 2018 to 2019, after accounting for 
depreciation expense.  A description of the water and sewer systems making up PPE 
along with any capital investments made during the year is given below.   

 
Sewer System: 
 
The Authority’s wastewater plan divides the Township into five drainage districts, designated Areas A, 
B, C, D, and E. 
 
Areas A, B and C are located in the southern and eastern portions of the Township and consist of 
approximately 63 miles of collector sewers and interceptors and two pump stations.   
 
Areas D and E are located in the northern and western portions and consist of approximately 60 miles 
of collector sewers and interceptors and two pump stations. 
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Wastewater Treatment: 
 
During 2019, an average of 2.5 million gallons per day (MGD) of sanitary wastewater generated within 
Areas A, B and C was conveyed to a wastewater treatment plant owned by the Upper Moreland 
Hatboro Joint Sewer Authority (UMHJSA).  Under a Capacity Agreement with UMHJSA, the Authority is 
allocated approximately 30% of the total plant capacity and is responsible for a proportional share of 
operating costs and capital upgrades to the UMHJSA plant. During 2019, the Authority contributed 
$493,000 in capital improvements to the UMHJSA plant.  Long term plans to meet additional capacity 
needs in Areas A, B and C are discussed in the conclusion and outlook section of this report.   
 
Wastewater generated in Areas D and E, averaging 1.02 MGD in 2019, was conveyed to the 
Authority’s Park Creek Wastewater Treatment Plant (WWTP) which has a rated capacity of 2.25 MGD. 
Having just completed an expansion of the Park Creek WWTP in 2015, no additional capital 
investments were necessary during 2019.   

 
Water System: 
 
HWSA provides domestic and fire service to its customers by operating and maintaining a water system 
consisting of fourteen (14) groundwater supply wells, five (5) elevated water storage tanks, three (3) 
interconnections with adjacent public water suppliers, and approximately 145 miles of associated 
transmission and distribution mains.   
 
The distribution system consists of two pressure zones, divided based on differing elevations in the 
water service area.  Eleven (11) public supply wells and three (3) storage tanks are in the low elevation 
(low) zone, and three (3) wells and two (2) storage tanks are in the high elevation (high) zone.  The two 
pressure zones are connected by control valves at two locations, and a booster pump at one location, 
to allow transfer of water between the two zones as necessary.  In addition, there is an interconnection 
with Aqua Pennsylvania, Inc. (Aqua) in the low zone and an interconnection with North Wales Water 
Authority (NWWA) in each the low and high zones.   
 
The multitude of sources comprised of a combination of ground water wells and interconnects with two 
separate neighboring surface water supplies not only provides redundancy and reliability within the 
system, but by having 2 interconnects with neighboring utilities at the Authority’s disposal it benefits 
from natural competition, keeping purchased water costs stable. 
 
The wells are operated using a supervisory control and data acquisition (SCADA) system, and turn on 
and off based on the water level in the storage tanks.  The wells typically operate between 14 and 16 
hours per day.  HWSA’s 4.35 MG of elevated storage maintains pressure throughout the system and 
serves to meet system demand while the wells are not in a pumping state.   
 
As of the 3rd quarter of 2019, seven (7) of the Authority’s wells were in operation with permanent 
treatment systems, all either funded under the Navy CA or the $10 million grant from the state 
described in the introduction of this report.   
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In 2019, the average daily water system demand was approximately 2.26 MG.  Prior to the 2014 
discovery of PFAS in the local groundwater resources, the Authority purchased 10-15% of its supply 
from adjacent suppliers, while producing 85-90% from its own sources.  Starting in August of 2014, the 
amount of purchased water had been gradually increasing under the Short-Term plan, peaking at 
approximately 65% in 2018, as numerous supply wells had been taken out of service while the 
Authority’s short term PFAS remediation plan was being carried out. The increased cost of purchased 
water was funded through a combination of the Navy CA and the surcharge described later in this 
report. By the end of 2019, with the transition from the Authority’s Short-term to Long-term PFAS 
remediation plan, purchased water was reduced to approximately 27% of the average daily demand.  
The possibility of grant funded treatment systems on an additional four (4) wells is discussed in the 
conclusion of this report.   
 
Total Assets: 
 
The increase in current assets, offset by a slight decrease in capital assets resulted in a net 3.2% 
increase in total assets from 2018 to 2019. 

 
Liabilities: 

 

 Bonds Payable includes future debt service payments due in the short and long-term.  
Current bonds payable represents the principal debt service payment to be made in 
2020.  Bonds payable in the long-term represent principal payments from 2021 through 
2030 to satisfy the Build America Bonds Series 2010C.   
 

 Accounts Payable and Accrued Expenses represent those expenses that were 
incurred in 2019, but not yet paid.  The primary transaction effectuating the increase in 
payables between 2018 and 2019 is the establishment of an escrow for the purposes of 
funding I/I work under an agreement with UMHJSA discussed in the conclusion and 
outlook section of this report. 

 

 Customer Deposits and Escrows represent aggregated funds which have been 
deposited with the Authority to fund professional services that relate to specific existing 
or future connections, including developer funded system expansions that will ultimately 
be dedicated to the Authority.  As such developments are completed unused funds are 
returned to the developer.  During 2019, over $39,000 worth of escrow deposits were 
collectively used to fund respectively related expenses and/or funds were returned to the 
owner.   
 

Deferred Outflows of Resources, Net Pension Liability and Deferred Inflows of Resources 
Related to Pensions were additions to the Authority’s financial statement that occurred in 2015 in 
accordance with Statement 68 under the Government Accounting Standards Board (GASB 68), the 
Authority’s net pension liability as of December 31, 2018 is reflected in the statement of net position as 
a long-term liability.  The pension liability reflects a plan that is 88% funded.  This liability is further 
explained in both the long-term debt section of this discussion and in footnote E.  The Authority’s net 
position is further impacted by two additional entries relating to pension.  Deferred outflows of 
resources and deferred inflows are respectively accounted for within the assets and liabilities.  In the 
context of GASB 68, deferred outflows and inflows of resources respectively represent expenses and 
revenues related to the Authority’s pension plan which will not be recognized until a future period.  
Refer to Note B for a description of pension related activity which qualified for reporting in these 
categories.   
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Net Position: 
 

 The net effect of the current year shifts in assets and liabilities resulted in a 4.1% 
increase in net position from 2018 net position of $75,845,522 to $78,976,893 in 2019. 

 
Analysis: 
 

 The Authority’s liabilities as a % of assets, remained stable in 2019 at 19.91%, as 
compared to the prior year ratio of 20.09% 

 
 The Authority’s ratio of current assets to current liabilities, a measure of the Authority’s 

liquidity was 5.7 in 2018 and 4.95 in 2019.  
 

 The Authority’s debt service coverage ratio, another measure of the Authority’s ability to 
meet its financial obligations to lenders was 2.61x in 2019, easily meeting the 1.25x 
requirement under the Authority’s bond indenture.   

 
  



HORSHAM WATER AND SEWER AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited) 
YEARS ENDED DECEMBER 31, 2019 AND 2018 

- 13 - 

 
 
Debt Service Coverage and Ratios 

 
The Authority’s Trust Indenture, the contract between the Authority and the Trustee representing the 
holders of the Authority’s bonds, provides for the use of those Authority revenues which must be made 
available for, and are pledged to, the operating expenses of the Water and Sewer Systems and the 
payment of principal and interest on the bonds.  Grant revenues, such as those received from the CAs 
and PennVest grant, are specifically excluded from the pledged revenues available for debt service but 
are instead to be used exclusively for the purposes provided for in the grant.  The following table shows 
the pledged revenues and their coverage of the Authority’s debt service. 
 

Debt Service Coverage 
 

2019 2018

Pledged revenues
Sewer rentals $ 7,018,455       $ 6,727,746       
Water sales 3,218,265       2,925,670       
Surcharge, net (501,504)         (41,206)           
Tapping fees 2,478,983       1,341,239       

Total pledged revenues 12,214,199     10,953,449     

Operating expenses
Treatment costs 5,929,331       5,047,546       
General and administrative 1,310,099       1,496,961       
Surcharge related 647,431          771,551          

Total expenses 7,886,861       7,316,058       

Operating income before depreciation 4,327,338       3,637,391       

Nonoperating revenues (expenses)
Interest income 261,529          167,856          
Dividend Income 24,832            29,136            

286,361          196,992          

Total income available for debt service 4,613,699       3,834,383       

Debt service
Interest 566,303          603,916          
Principal 1,200,000       1,170,000       

Total debt service 1,766,303       1,773,916       

Income after debt service $ 2,847,396       $ 2,060,467       

Debt service coverage ratio 2.61                2.16                

Total nonoperating revenues (expenses)
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Ratios 
 

2019 2018

PPE $ 75,676,176     $ 76,115,180     
Surplus as % of PPE 3.76% 2.71%

Current assets $ 22,454,708     $ 18,808,311     
Current liabilities $ 4,533,082       $ 3,299,637       
Current ratio 4.95                5.70                

Total liabilities $ 19,540,349     $ 19,099,637     
Total assets $ 98,130,884     $ 95,061,362     
Liabilities as a % of assets 19.91% 20.09%  
 

Non-Financial Assets: 
 

Non-financial assets:  an asset that is not quantified in the Authority’s financial statements is its staff.  
The Authority invests regularly in its employees, providing them with training opportunities promoting 
safety and building upon their existing knowledge base.  During 2019, the Authority’s staff collectively 
received 441 hours of continuing education and training.  As of the close of 2019, the Authority 
employed 23 full-time time staff members.  
 

The following table assists in identifying the source of the changes in net position from 2018 to 2019 
followed by a narrative explanation of changes. 
 

Condensed Statements of Revenues, Expenses and Changes in Net Position 
 

Amount
Increase

2019 2018 (Decrease)

OPERATING REVENUES $ 16,989,617  $ 17,287,069  $ (297,452)      

OPERATING EXPENSES
Sewer plant 5,929,331    5,593,657    335,674       
Administrative 1,310,099    950,850       359,249       
Surcharge related 647,431       771,551       (124,120)      
Grant related 709,929       1,011,387    (301,458)      

TOTAL OPERATING EXPENSES 8,596,790    8,327,445    269,345       

DEPRECIATION 4,981,514    4,643,995    337,519       

OPERATING INCOME (LOSS) 3,411,313    4,315,629    (904,316)      

NONOPERATING EXPENSES (279,942)      (406,924)      126,982       

CHANGE IN NET POSITION 3,131,371    3,908,705    $ (777,334)      

NET POSITION AT BEGINNING OF YEAR, restated 75,845,522  71,936,817  

NET POSITION AT END OF YEAR $ 78,976,893  $ 75,845,522  

Year Ended December 31,
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Operating Revenues 
 
Operating revenues represented in this statement include water and sewer base charges, sewer rentals 
and water sales, tapping/connection fees and other revenues.  Operating revenues have also come to 
include grant and surcharge revenues associated with the PFAS contamination. A rate payer surcharge 
funding the Authority’s Short Term Plan described later in this discussion, was instituted late in 2016 
and remained in effect through the third quarter of 2019.   
 
Operating Revenues in 2019 decreased by $297,000, or (1.7%) from 2018.  Changes in the different 
categories of operating revenues are explained in more detail below.   
 
New Connections:  The CAs with the Navy and NGB also include provisions for the Authority to 
facilitate the connection to the public water system of numerous properties throughout the community 
that are served by PFAS contaminated private drinking water wells.  As of the close of 2019, there were 
107 such impacted properties, 91 of which have been connected by the Authority under the CAs.    
 
Including the properties connected to water under the Navy CA, there were 34 new connections to the 
water and/or sewer system in 2019, broken down as follows: 
 
Connections to both water and sewer: 

 17 new construction single family homes 
 
Connections to the water system: 

 9 existing single family homes, including 2 under the Navy CA 
 1 existing commercial property which was connected under the Navy CA 

 
Connections to the sewer system:  

 3 existing homes   
 3 existing commercial properties 
 A 598 unit apartment complex.  This connection is discussed in the conclusion and 

outlook section of this report 
 
Rates:  Water and sewer rates historically have been primarily based on metered water consumption 
which, as substantiated in a 2010 report jointly sponsored by the EPA and the Water Research 
Foundation, in an average household has been consistently decreasing since 1978.  A “steady 
penetration of low-flow appliances over the past 20 years” has been cited as a significant factor in this 
decline in the average usage per household, accounting for a “16% reduction in average household 
water use” since 1990 (Water Research Foundation, 2010).  Other factors in this decline include 
heightened conservation ethic and a decrease in the average household size.  Additionally, it is 
anticipated that “new and existing federal regulations will prompt further penetration of water-
conserving appliances” (Water Research Foundation, 2010).  In response, over the past several years, 
along with incremental rate increases, the Authority has been making gradual changes to its overall 
rate structure, with the ultimate goal of generating a positive revenue stream that is insusceptible to 
declines in consumption.   
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In 2013, the Authority implemented a base charge that is separate and distinct from the previously 
existing water and sewer consumption rates that had been based solely on metered water 
consumption.  The base charge served as the beginning means to both insulate the Authority from the 
continued decline in consumption and offset fixed costs associated with the operation of the water and 
sewer systems.  The consumption rates were retained in order to encourage conservation while also 
offering consumers a means of controlling their overall user fees.  In 2014, the base charge was 
increased along with the sewer consumption rate.  In 2015, the single base charge was increased and 
divided into separate water and sewer base charges.  Since 2016 the water and sewer base charges 
have been increased every year.  In 2019, water base charges and sewer base charges revenue, 
increased by $96,000 and $249,000 respectively over 2018. 
 
In an effort to inhibit a dramatic price response, the evolution of the Authority’s rate structure has been 
occurring gradually over the past six years.  With all other factors remaining constant, the phase-in of 
the rate increases and structure modifications that have occurred since 2013 have resulted in an 
increase in the total annual charges for the average residential water and sewer customer of no more 
than 3% each year.  
 
As graphically depicted below, there was an anomaly in 2018 with an uncharacteristic decline in 
consumption from prior years.  Comparing 2019 consumption and charges to those of 2017, there was 
less than a 1% increase in consumption, yet there was a 6.5% increase in average residential charges.  
On an overall basis, water and sewer revenues increased by 6% over 2018.  
 

Change in Average Residential Consumption vs. Change in Average Annual Water and Sewer 
Charges 2014-2019 

 

 
 

Operating Revenues Referred to as Tapping/Connection Fees and Other Revenues include: 
a) charges, usually in the form of an assessment or SPTF, which are levied in accordance with the 
Pennsylvania Municipality Authorities Act against properties served through Authority funded special 
purpose facilities and/or expansions of the water and/or sewer systems b) tapping and connection fees 
c) fire hydrant taxes paid to the Authority by the Municipality d) telecommunication antenna rental 
income from leases on three of the Authority’s elevated water storage tanks and e) various 
administrative fees. Tapping/Connection Fees and Other Revenues increased by nearly 85% from 
2018.  
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Fire Hydrant Tax Receipts remained stable from 2018 to 2019.  
 
Antenna Rental Revenue declined 6.4% 2018 to 2019 due to the termination of a cell provider 
lease on one of the Authority’s storage tanks for which installation never occurred.  There are a 
total of four carriers renting space on two of the Authority’s storage tanks. 
  
Tapping Fees are fees charged to property owners to connect to the Authority’s water and 
sewer systems.  Such fees are based on historic and replacement costs for existing capacity 
related facilities and distribution or collection facilities in accordance with Act 57 of 2003.  
Tapping fee revenue in 2019 more than doubled over that of 2018 from $891,000 in 2018 to 
$1.8 million in 2019.  The increase is attributed primarily to the conversion of a commercial 
building to a large apartment building consisting of over 250 units.  
 
Assessment Revenues are made up primarily of new assessments that are charged during the 
reporting year.  Such assessment charges however, are not necessarily paid in full the same 
year they are earned by the Authority.  Many property owners who are charged an assessment 
elect the installment payment plan offered by the Authority.   Under installment payment plans, 
the first 1/5 of the assessment is paid in the year the assessment is first levied and billed.  The 
remaining portion of the assessment obligation is secured through a lien and is billed equally 
over the succeeding four years, with interest, at a rate consistent with the Authority’s bond 
interest rate.  Therefore a portion of assessment revenue also represents the interest portion of 
annual installment payments for assessments that had been issued in prior year(s).   

 
Assessment revenues may also include SPTFs that are levied and/or actually paid during the 
reporting year.  A SPTF is a fee that is based on the cost of special purpose water and/or sewer 
facilities which serve and are allocable only to a particular group of properties.  Such fees are 
generally accounted as assessment revenue when the special purpose facilities to which they 
apply have been completed and the cost thereof initially incurred.  In general, these fees do not 
become payable until a property to which the SPTF is subject is connected to the system.  In 
certain cases, similar to assessments, SPTFs may be paid in installments.  
 
During 2019, assessments were issued for an expansion project that was completed at the end 
of 2018, representing over $100,000 in assessment revenue.    

 
Surcharge Revenue: The PFAS surcharge was first introduced in September 2016 in order to fund 
Short and Long-Term response actions associated with the PFAS contamination that are not currently 
reimbursable by the military, as described in the introduction of this discussion.   
 
The original estimated cost of the Short-Term Plan was approximately $1.2 million per year with all 
such costs being funded strictly by surcharge revenue.  The PFAS surcharge went into effect at the 
same time implementation of the Short-Term Plan began in late 2016. The $1.2 million estimate was 
the basis of the initial surcharge calculation however since its inception surcharge revenue to date has 
exceeded Short-Term Plan expenses.  In August 2019, based on the originally estimated annual cost of 
the Short-Term Plan, a $1.2 million state grant, discussed further in the conclusion of this report, was 
allocated to the Authority for the purpose of funding certain current and previous expenses that had 
been allocable under the surcharge.  Accordingly, the surcharge was suspended entirely in October 
2019.  The grant funding, along with over $650,000 in surcharge credits issued in 2019, resulted in net 
negative surcharge revenue in 2019. The Authority received the $1.2 million in grant funds in May 2020 
and expects to refund surcharges to residential ratepayers by year end 2020. 
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Intergovernmental Revenues represent those revenues that are received by the Authority as 
reimbursement for grant related expenses associated with work being performed by the Authority under 
the Navy and NGB CAs as well as Long-Term Plan infrastructure costs being funded by PennVest.   
 
The various sources of the revenues and changes thereto over the past five years are represented 
below.   

Sources of Operating Revenue 2015-2019 
 

 
 

Operating Expenses 
 
Within the financial statement, operating expenses are segregated into the categories of treatment, 
general/administrative, surcharge related and grant related.  Expenses within each of the three 
categories are classified into further detail in the schedule on page 44. 
 
Treatment Costs are those expenditures which are generated in producing, treating and delivering 
water and in collecting and treating wastewater.  Treatment costs include operation and maintenance of 
water production and distribution facilities, water purchases, operation and maintenance of wastewater 
treatment and collection/conveyance facilities, electricity, engineering, chemicals, and operations staff 
salaries.  In total, 2019 treatment costs increased by 6% as compared to 2018.  This change is 
primarily attributable to an increase in treatment charges paid to the Upper Moreland Hatboro Joint 
Sewer Authority.  This includes an excess flow fee discussed in the conclusion and outlook section of 
this report.  
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General and Administrative (G&A) Expenses include advertising, computer-related expenses, 
administrative salaries and benefits, insurance, office supplies and professional and trustee fees.  
$72,000 of the increase from 2018 to 2019 is a noncash expense resulting from the actuarial valuation 
calculations of the pension liability and a resulting adjustment of the calculated prior year net pension 
asset estimate to the current year net pension liability estimate.  In addition to the noncash expense 
and typical reactions to current economic indexes, other increases in this category as compared to 
2018 include a full year of expenses for additional staffing brought on in mid-2018.  The additional 
staffing needs are associated both with the transition of the contracted operations of the drinking water 
system to the Authority and the increased complexity of operations and regulatory requirements related 
to the operation of the PFAS removal treatment systems.  A portion of the additional staffing expense is 
funded through the surcharge.  Finally, the completion of the conversion of the Authority’s billing 
software to a cloud-based billing platform, and the upgrade of the Authority’s website that began in 
2018 resulted in increased computer related expenses.  These upgrades allow for more economical 
billing, offering a paperless option, and more efficient revenue collection through on-line payment, auto-
pay, and credit card options. 
 
Surcharge Related Expenses represent expenses specifically and solely attributed to the 
implementation of the Short-Term Plan.  Expenses in this category include consulting fees, partial costs 
for additional staffing, and purchased water needed in order to carry out the Short and Long-Term 
Plans.   
 
Grant Related Expenses represent certain costs that are reimbursable through either the military CAs 
or the PennVest funding.  Prior to 2019, all grant funded expenses were treated as operating expenses.  
In this statement, the re-characterization of grant funded capital additions from 2015 to 2018 resulted in 
a restatement of the beginning and ending 2018 net position.  Grant related expenses are broken down 
between capital additions and O&M as depicted below. 
 

Use of Grant Funds 
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Total Operating Expenses by Category 2015-2019 
 

 
 

*Grant related expenses in 2015 through 2017 exclude expenses for capital additions to be comparable with the treatment in 
the 2018 (restated) and 2019 audit. 
 
Operating Income  
  
Operating income before depreciation decreased by 21% from $4.3 million in 2018 to $3.4 million in 
2019.  This is attributable primarily to the decline in intergovernmental revenues as many grant funded 
capital projects are nearing completion.   
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Non-operating Revenues (Expenses) 
 
Non-operating revenues (expenses) consist of annual interest expense associated with borrowings 
offset by interest and dividend income.  Dividend income represents cash earnings associated with the 
Authority’s membership in the DVIT municipal risk sharing pool.  These dividends are earned based on 
a combination of the overall performance of the Trust’s and the Authority’s outstanding performance in 
terms of claims, for which it has been repeatedly recognized by the Trust for exemplary achievement 
and leadership in minimizing worker’s compensation and liability losses.  Interest payments related to 
the 2010 bonds decreased for the seventh consecutive year and together with a slight improvement in 
market interest rates, resulted in a (31%) decrease in non-operating expenses from 2018.   
 

Non-operating Expenses 2015-2019 
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Change in Net Position 
 
Changes in Net Position occur as a result of changes in the amounts of operating revenues, operating 
expenses, capital additions, depreciation, and non-operating revenues or expenses from year to year.  
The Authority’s Net Position increased from 2018 to 2019 by 4.1%. 
 

Changes in Net Position 2015-2019 
 

 
 

*Operating expenses in 2015 through 2017 exclude capital additions from grants as determined in the 2018 restatement. 
 
**Change in net position in 2015 through 2017 are increased by capital additions from grants as determined in the 2018 
restatement. 
 
LONG-TERM DEBT 
 
In accordance with GASB 68, long-term liabilities include the Authority’s net pension liability.  Based on 
the fair market value of pension plan assets as compared to the actuarial value of its total pension 
liability, the Authority’s defined benefit pension plan is 88% funded. The Authority’s 2018 pension plan 
distress determination score under Act 205 of 1984 was 0.  Refer to footnote E for additional 
explanation related to the Authority’s pension plan and the associated liability. 
 
Long-Term debt also includes bonds that remain payable by the Authority under its 2010 Bond Issue.  
As of the end of 2019, HWSA had $15,800,000 in remaining long-term bond debt, decreasing long-term 
debt by $1,200,000 from 2018 or 7.1%. 
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No new long-term debt was incurred in the current year.  All outstanding bonds carry an Aa2 rating from 
Moody’s Investors Service.  As of the close of 2019, the Authority’s long-term debt consists of the 
following Water and Sewer Revenue Bonds:  

Issue Debt
Amount Outstanding

November 9, December 31,
2010 2019

2010C Water and Sewer Revenue Bonds, federally
 taxable, issuer subsidy, Build America Bonds $ 18,170,000  $ 15,800,000  

 
CONCLUSION AND OUTLOOK 
 
During 2019, the Authority nearly completed its transition from the Short-Term to its Long-Term Plan for 
removal of PFOS and PFOA from the public supply while continuing to maintain on a system-wide 
average basis, a status of at or near non-detect for PFOS and PFOA combined.  Throughout the 
course of the Short-Term Plan, HWSA led the state in a full scale ion exchange (IX) exchange pilot 
study using resin as an alternative media to GAC. Full transition to the Long-Term Plan will be 
completed upon the Navy funded conversion of Wells 10, 17 and 21 to permanent ion exchange 
treatment systems, which has been proven to be more cost-effective than GAC.  This led the Navy to 
modify the scope of work under the CA to include the use of IX treatment.  
 
Two previously existing interconnections with neighboring suppliers will be maintained and operated 
under the Long-Term Plan, along with the third interconnection that was installed and placed in service 
in July 2018.  State funded treatment systems on the five of the highest yielding supply wells was 
completed in 2019 and all five wells were returned to full service.  As construction was completed and 
the treated wells returned to service, the increased quantity of purchased water on which the Authority 
temporarily relied was reduced in a step-wise fashion.  Four other Authority wells, 1, 3, 7 and 9 have 
been temporarily placed in either a reserve or stand-by status.  The Long-Term Plan places the 
Authority in a strategic position whereby it has the ability to supply a majority of its average daily 
demand using its own sources, while retaining redundancy through competing outside suppliers.  
 
In August 2019, the Authority was awarded a $1.2 million grant, allowing it to suspend the PFAS 
surcharge as of October 2019.  Subsequently, Act 101 of 2019 amended the PA Transit Revitalization 
Investment District Act of December 8, 2004 26 (P.L.1801, No.238) and established the Municipal and 
Municipal Authority Grant Program.  The program serves as a recurring mechanism for funding eligible 
purposes or projects using certain existing PA State Tax Revenue.  Under the statute, available PA 
State Tax Revenue Funds will be transferred annually to the Military Installation Remediation and 
Infrastructure Authority (MIRIA), and subsequently awarded by MIRIA to eligible applicants in the form 
of grants, with a minimum grantee match of 20%.  Among other purposes, such annual grants can be 
utilized for the purpose of offsetting surcharges applied to customers of a water provider relating to the 
cost of remediating per-and polyfluoroalkyl (“PFAS”) substances present in the drinking water related to 
the presence of a former military installation and to offset the cost of connecting to the public water 
supply a property with a private well impacted by the presence of PFAS substances. Together with the 
$1.2 million grant referenced above, it is expected that this program will allow the Authority in 2020 to 
fully reimburse its ratepayers for all surcharges previously paid.  In addition, the recurring MIRIA grant 
program, together with a minimum 20% contribution by the Authority, is expected to cover all surcharge 
related expenses going forward.  It is further anticipated that grant funding will also be available under 
the Act to construct treatment systems on the remaining four wells (1, 3, 7, & 9) mentioned above that 
are currently suspended from active service.  
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HWSA remains in a strong position to continue to comply with an ever-evolving regulatory environment, 
optimize the use of its water supply sources, and seek greater efficiencies in the operation of the 
system. 
 
Expansion of the Authority’s Park Creek Wastewater Treatment Plant (Park Creek WWTP) from a 
rating of 1.0 MGD to 2.25 MGD was completed in 2015.  Additional sewer capacity in the expanded 
plant is intended to accommodate the future build-out of the entire Park Creek WWTP service area and 
is expected to generate in excess of $24 million in sewer tapping fees. 
 
Included in the sizing of the Park Creek WWTP expansion is capacity to provide sanitary sewer service 
to an 862 acre parcel within the Township that formerly comprised the Willow Grove Naval Air Station 
Joint Reserve Base (NASJRB).  NASJRB was closed as part of the Base Realignment and Closure 
(BRAC) process and the property that has been declared as surplus constitutes 8% of the total area of 
Horsham Township.  The Horsham Land Redevelopment Authority (HLRA) is the local reuse authority 
responsible for implementing the locally approved Redevelopment Plan for the former NASJRB 
property.  The Redevelopment Plan is a bubble plan focused on the creation of job generating uses 
through a variety of mixed uses including a town center, up to 1,500 residential units of various types, 
1.8 million square feet of commercial uses (including a hotel/conference center), 452,000 square feet of 
other uses including a regional recreation center, new school, historical aviation museum, as well as 
parks and open space (hlra.org, 2016).   
 
Execution of the Redevelopment Plan is expected to require in excess of 2,000 equivalent dwelling 
units (EDU’s) of water and sewer capacity.  The transfer of the property for redevelopment has been 
delayed due to the PFAS contamination which has been linked to the former facility.  The 
redevelopment at full build-out is expected to generate at least $11 million in water and sewer tapping 
fees and $1.2 million (2019 dollars) in recurring annual revenues. 
 
The expanded capacity in the plant also allowed for the long awaited connection of a 598 unit 
apartment complex known as the English Village Apartments (EVA) to the Authority’s sewer system.  
EVA owned and operated a private collection and conveyance system and sewage treatment facility 
located on the site.  EVA was connected to the Authority’s system as of May 2019 and in turn, 
generated over $180,000 in sewer revenue in the first eight months of service.  This is in addition to 
EVA already ranking for many years as the Authority’s top water customer.   
 
Finally, the expansion provides capacity to accommodate the transfer of up to 200,000 gallons per day 
of wastewater from Horsham’s Service Areas that currently flow to the UMHJSA treatment plant.  This 
flow transfer will restore a portion of HWSA’s capacity in the UMHJSA facility in order to provide for the 
availability of capacity for potential future redevelopment that may occur in any of Horsham’s service 
Areas A, B and C, from which flows are currently conveyed to the UMHJSA.  Purchasing additional 
capacity from UMHJSA would require participation in an expansion of the UMHJSA plant.  Furthermore, 
capital expenditures for the UMHJSA plant are apportioned between UMHJSA and HWSA based on 
the percentage of capacity allocated to each, therefore participation in an expansion of the UMHJSA 
plant would increase HWSA’s share of future capital costs in that facility.  On a per gallon basis, it is 
estimated that the cost to construct additional capacity in the expansion of the Park Creek WWTP to 
accommodate the flow transfer was approximately 48% less than it would have been to procure 
additional capacity in the UMHJSA facility.  Infrastructure to be constructed as part of the flow transfer 
will make sewer service available to a number of properties currently being served by on-site sewage 
disposal systems.  After several delays in the project, construction began in late 2019.  During 2019, 
the Authority paid the UMHJSA for the temporary use of capacity over and above HWSA’s allocation in 
the UMHJSA plant.   
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In addition, through an agreement with UMHJSA, over $583,000 designated for the purpose of 
performing cured in place pipe lining (CIPP) within Areas A, B and C was placed into an HWSA 
established escrow account.   All CIPP work is anticipated to be completed by September 2021 and is 
expected to mitigate significant infiltration and inflow (I&I) within the sewer system. 
 
Numerous commercial redevelopment proposals comprising approximately 300 equivalent dwelling 
units (EDUs) were under construction during 2019.  Development of a 73 acre vacant parcel into 121 
residential units was approved in 2018 and is currently under agreement with a developer.  A second 
development converting a golf course to a 360 unit age-restricted residential community was also 
approved by the municipality.  Another vacant commercial property was under consideration for 
conversion to a 274 unit apartment complex.   Combined, the three developments will generate in 
excess of $4 million in tapping fees.   
 
The Authority’s five year capital plan approved by the Board at the end of 2019 includes replacement of 
over 23,000 lineal feet of water mains, standby power at numerous supply wells and painting of four of 
the five water towers.  These projects will be funded through future tapping fee income and the 
Authority’s over $10 million in capital reserves.  In addition, the Authority is preparing for a possible 
bond issue for the purpose of refunding the Authority’s outstanding bonds and to fund capital 
improvements. 
 
A well rehabilitation program, begun in 2016, was ongoing during 2019.  Two active wells are evaluated 
each year for the purpose of rehabilitation and/or pump replacement.  Rehabilitation provides for 
improved water quality, maintenance or increase in well yield, and optimization of operational efficiency. 
Under the rotating schedule, all wells are evaluated every five years.      
 
Subsequent to year end, a global pandemic due to the spread of the COVID-19 coronavirus caused the 
United States government to declare a national emergency. The pandemic has led to widespread 
voluntary and government-mandated closings of local stores and businesses, which has resulted in 
significant job losses. These job losses have the potential to impact Authority operations including the 
collection of water and sewer charges.  
 
Water and Wastewater Facilities have been designated a “Critical Infrastructure Segment” under 
Presidential Policy Directive 21 and applicable law 42 U.S.C. § 5195c(e).  It is therefore the policy of 
the United State government that this industry continues to function with minimal disruption in the event 
of an emergency.  Furthermore, in a March 16, 2020 guidance, the President of the United States 
instructed employees of Critical Infrastructure industries, including the water and wastewater sector, to 
continue to perform their normal job functions during the coronavirus pandemic.  In addition, in 
accordance with Pennsylvania Governor Wolf’s March 19, 2020 Order, life sustaining businesses may 
remain opened to perform their vital functions.  Utilities, water, sewage and other systems are defined 
as a life sustaining business under the Governor’s order.  Throughout the height of the pandemic, the 
Authority maintained uninterrupted operations using a staggered staffing approach with no impacts on 
payroll.   
 
Commercial accounts represent approximately 30% of billing and usage revenues.  Widespread 
business closures have resulted in a decline in consumption charges, while base charges remain 
constant.  A slight decline in residential consumption has also been noted, but with residential accounts 
being billed only quarterly, a definitive pattern of reduction cannot be fully measured at this time.   
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In terms of collections, effective March 2020, the Authority temporarily suspended delinquent collection 
efforts.  The Municipal Claim and Tax Lien Act (“MCTLA”) gives the Authority the right to file liens 
against properties to secure debts owed to the Authority for the utility services it provides.  The MCTLA 
gives Authority liens priority over all mortgages, obligations, judgments, claims, liens, or estates filed 
against a property except for tax claims and liens or municipal liens filed prior to the Authority’s lien.  In 
addition, Authority liens filed pursuant to the MCTLA are statutory liens, as opposed to judicial liens, 
and survive bankruptcy proceedings provided they are filed in accordance with the MCTLA.   As of 
early May 2020, no increase in delinquency has been noted, however the Authority proactively filed 
liens against all commercial properties with balances exceeding $1,000. 
 
No impact to the various grant revenue sources as a direct result of COVID is expected as most 
funding has already been designated and allocated by the funding agencies.   The grant generating the 
largest source of revenue is nearly completed so any reduction in this grant revenue source is 
unrelated to COVID. 
 
No material change in expenses is expected. 
 
Should it become necessary, the Authority can draw from its significant cash reserves to meet current 
liabilities. 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
 
The notes provide additional information that is essential to a full understanding of the data provided in 
the Authority’s financial statements.  The notes can be found immediately following the basic financial 
statements in this report. 
 
OTHER INFORMATION 
 
In addition to the basic financial statements and accompanying notes, required supplementary 
information presents a budgetary comparison schedule for the Authority to demonstrate compliance 
with the budget. 
 
CONTACTING THE AUTHORITY’S MANAGEMENT 
 
For additional information, contact or visit the Authority’s office at 617 Horsham Road, Horsham, PA 
19044 (215-672-8011) during normal business hours. 
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STATEMENTS OF NET POSITION
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2019 2018

ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 15,998,417    $ 12,016,662    
Cash and cash equivalents held by trustee 1,523,328      1,538,843      
Accounts receivable and accrued revenues 2,877,395      2,867,023      
Grant receivable 2,052,601      2,338,573      
Prepaid expenses 2,967             47,210           

TOTAL CURRENT ASSETS 22,454,708    18,808,311    

PROPERTY, PLANT AND EQUIPMENT, net of
 accumulated depreciation of $64,097,110 (2019) 
 and $59,115,596 (2018) 75,676,176    76,115,180    

NET PENSION ASSET -                     137,871         

TOTAL ASSETS 98,130,884    95,061,362    

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 427,975         211,602         

LIABILITIES 

CURRENT LIABILITIES, payable from current assets
Bonds payable 1,230,000      1,200,000      
Accounts payable and accrued expenses 1,473,711      782,463         
Customer deposits and escrows 402,399         419,607         
Surcharge payable 1,426,972 897,567

TOTAL CURRENT LIABILITIES 4,533,082      3,299,637      

LONG-TERM LIABILITIES
Bonds payable 14,570,000    15,800,000    
Net pension liability 437,267 -                     

TOTAL LONG-TERM LIABILITIES 15,007,267    15,800,000    

TOTAL LIABILITIES 19,540,349 19,099,637

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions 41,617           327,805         

NET POSITION
Net investment in capital assets 59,876,176    59,115,180    
Restricted for bond retirement 1,523,328      1,538,843      
Unrestricted 17,577,389    15,191,499    

TOTAL NET POSITION $ 78,976,893 $ 75,845,522
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2019
Original and
Final Budget Actual 2018

OPERATING REVENUES
Sewer rentals $ 5,407,234     $ 5,815,336     $ 5,773,968      
Sewer base fee 1,162,562     1,203,119     953,778         
Water sales 2,603,490     2,757,546     2,560,927      
Water base fee 460,291        460,719        364,743         
Surcharges 905,040        -                    856,361
Tapping/connection fees and other revenues 357,016        2,478,983     1,341,239      
Excess surcharge -                    (501,504)       (897,567)        
Intergovernmental revenues 4,635,812     4,775,418 6,333,620

TOTAL OPERATING REVENUES 15,531,445   16,989,617   17,287,069    

OPERATING EXPENSES
Treatment costs 6,111,948     5,929,331     5,593,657      
General and administrative 1,378,825     1,310,099     950,850         
Surcharge related expenses 939,570        647,431        771,551         
Grant related expenses 4,635,812     709,929        1,011,387      

TOTAL OPERATING EXPENSES 13,066,155   8,596,790     8,327,445      

OPERATING INCOME (LOSS) 
 BEFORE DEPRECIATION 2,465,290     8,392,827     8,959,624      

DEPRECIATION -                    4,981,514 4,643,995

OPERATING INCOME (LOSS) 2,465,290     3,411,313     4,315,629      

NONOPERATING REVENUES (EXPENSES)
Interest income -                    261,529        167,856         
Dividend income -                    24,832 29,136           
Interest expense -                    (566,303)       (603,916)        

TOTAL NONOPERATING 
 REVENUES (EXPENSES) -                    (279,942)       (406,924)        

CHANGE IN NET POSITION $ 2,465,290     3,131,371     3,908,705      

NET POSITION AT BEGINNING OF YEAR,
 RESTATED 75,845,522   71,936,817    

NET POSITION AT END 
 OF YEAR, RESTATED $ 78,976,893   $ 75,845,522    
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2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers and others $ 16,989,617        $ 17,287,069       
Cash paid to suppliers and employees (7,000,925)         (7,616,124)       

NET CASH PROVIDED BY OPERATING
 ACTIVITIES 9,988,692          9,670,945         

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
 ACTIVITIES

Debt principal reduction (1,200,000) (1,170,000)       
Interest paid on bonds (566,303)            (603,916)          
Acquisition and construction of capital assets (4,542,510)         (6,547,425)       

NET CASH USED BY CAPITAL AND
 RElATEDFINANCING ACTIVITIES (6,308,813)         (8,321,341)       

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 261,529             167,856            
Dividend income received 24,832               29,136              
Investments in trust and restricted for capital improvements 15,515               (6,147)              

NET CASH PROVIDED BY INVESTING
 ACTIVITIES 301,876             190,845            

NET INCREASE IN CASH AND
 CASH EQUIVALENTS 3,981,755          1,540,449         

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 12,016,662        10,476,213       

CASH AND CASH EQUIVALENTS AT
 END OF YEAR $ 15,998,417        $ 12,016,662       

RECONCILIATION OF OPERATING INCOME (LOSS) TO
 NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating income (loss) $ 3,411,313          $ 4,315,629         
Adjustments to reconcile operating income (loss) to net cash 
 provided by operating activities

Depreciation 4,981,514          4,643,995         
Pension revenues 72,577               (49,606)            
(Increase) decrease in

Accounts receivable and accrued revenues (10,372)              21,174              
Grant receivable 285,972             132,825            
Prepaid expenses 44,243               52,023              

Increase (decrease) in
Accounts payable and accrued expenses 691,248             (308,783)          
Customer deposits and escrows (17,208)              (33,879)            
Surcharge liability 529,405             897,567            

NET CASH PROVIDED BY OPERATING
 ACTIVITIES $ 9,988,692          $ 9,670,945         
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NOTE A - ORGANIZATION 

 
Horsham Water and Sewer Authority (the “Authority”) is a public corporation organized in 
1964 under the enabling state legislation (Municipality Authorities Act of 1945).  The 
Authority is responsible for water and sewer operations in the Horsham Township area.  The 
Authority has subcontracted the water operations management to Aqua America.  In 
addition, sewage from a portion of the Authority’s sewer service area is processed through 
the Upper Moreland-Horsham Joint Sewer Authority. 
 
 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Financial Statement Presentation 
 
GASB issued Statement No. 62, Codification of Accounting and Financial Reporting 
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.  This 
statement significantly reduces the need to rely on sources outside of the GASB’s literature 
to locate the necessary accounting guidance for the Authority.  The statement specifically 
identifies and consolidates the accounting and financial reporting provisions that apply to 
state and local governments.   
 
Proprietary Funds distinguish operating revenues and expenses from nonoperating items.  
Operating revenues and expenses generally result from providing services and delivering 
goods in connection with a Proprietary Fund’s obligations.  The principal operating revenues 
of the Authority are water and sewer service and tapping fees.  Operating expenses include 
cost of sales and services, administrative expenses and depreciation on capital assets.  All 
revenues and expenses not meeting this definition are reported as nonoperating revenues 
and expenses. 
 
When both restricted and unrestricted resources are available for use, it is the Authority’s 
policy to use restricted resources first, then unrestricted resources as they are needed.  
 
Cash and Cash Equivalents 
 
For purposes of the statements of cash flows, the Authority considers all highly liquid 
investments (including restricted assets) purchased with a maturity of three months or less 
to be cash equivalents. 
 
Investments 
 
Investments are stated at fair value, which approximates cost. 
 
State statutes authorize the Authority to invest in obligations of the U.S. Treasury, short-term 
obligations of the U.S. Government or its agencies or instrumentalities, obligations of the 
United States or any of its agencies or instrumentalities backed by the full faith and credit of 
the United States of America, the Commonwealth of Pennsylvania, or any of its agencies or 
instrumentalities backed by the full faith and credit of the political subdivision and insured 
certificates of deposit. 
 



HORSHAM WATER AND SEWER AUTHORITY 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
DECEMBER 31, 2019 AND 2018 

- 31 - 

 
 
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

The Authority has adopted GASB Statements No. 72, Fair Value Measurement and 
Application.  In accordance with these Statements, investments in marketable securities with 
readily determinable fair value and all investments in debt securities are reported at their fair 
values. Investments in qualifying external investment pools are reported at amortized cost 
basis. 
 

Property, Plant and Equipment 
 

Property, plant and equipment are stated at cost.   
 

The Authority is depreciating the plant assets over a period of 20 to 40 years and equipment 
over periods of five to ten years. 
 

Expenditures for maintenance, repairs and minor replacements are expensed as incurred. 
 

Use of Estimates 
 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Accordingly, actual 
results could differ from those estimates. 
 

Dividend Income 
 

The Authority is a member of the Delaware Valley Trusts which offers “comprehensive 
coverage in property and liability, workers’ compensation and employee benefits” 
(www.dvit.com).  One of the many advantages of the trust is that excess funds are returned 
to its members in the form of both dividends and rate stabilization credits.  Dividends are 
based on factors such as the overall performance of the trust and the Authority’s 
outstanding performance in terms of claims. 
 

Deferred Outflows/Inflows of Resources 
 

In addition to assets, the statement of net position will sometimes report a separate section 
for deferred outflows of resources.  This separate financial statement element, deferred 
outflows of resources, represents a consumption of net position that applies to a future 
period(s) and so will not be recognized as an outflow of resources (expense/expenditure) 
until then.  The Authority has one item that qualifies for reporting in this category.  The 
deferred outflow of resources related to pensions reported in the statement of net position is 
the result of differences between expected and actual experience of the pension plan, 
changes in actuarial assumptions, net differences between projected and actual earnings on 
pension plan investments, and contributions made subsequent to the measurement date.  
 

In addition to liabilities, the statement of net position will sometimes report a separate 
section for deferred inflows of resources.  This separate financial statement element, 
deferred inflows of resources, represents an acquisition of net position that applies to a 
future period(s) and so will not be recognized as an inflow of resources (revenue) until that 
time.  The Authority has one item that qualifies for reporting in this category.  The deferred 
inflow of resources related to pensions is reported in the statement of net position and is the 
result of differences between expected and actual experience of the pension plan and 
changes in actuarial assumptions. 



HORSHAM WATER AND SEWER AUTHORITY 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
DECEMBER 31, 2019 AND 2018 

- 32 - 

 
 
NOTE C - DEPOSITS AND RESTRICTED CASH AND CASH EQUIVALENTS 

 
Deposits 

 
Custodial Credit Risk - Custodial credit risk is the risk that, in the event of a bank failure, 
the Authority’s deposits may not be returned to it.  The Authority follows state statute as it 
relates to custodial credit risk.  Of the bank balance, $500,000 was covered by federal 
depository insurance.  As of December 31, 2019, $18,934,577 of the Authority’s bank 
balance of $19,434,577 was exposed to custodial credit risk as follows: 
 
Uninsured and collateralized with securities held by the pledging 
 bank’s trust department not in the Authority’s name $ 18,934,577    

Interest Rate Risk - The Authority’s investment policy does limit investment maturities in 
accordance with state statutes as a means of managing its exposure to fair value losses 
arising from increasing interest rates. 

 
Restricted Cash and Cash Equivalents 
 
Trust Accounts - The Authority reports certain cash and cash equivalents in restricted 
assets, which are held for various purposes as determined by the Trust Indenture under the 
2010 Series Bonds, as follows: 

2019 2018

Debt service reserve account $ 1,523,328 $ 1,538,843

 
 

NOTE D - PROPERTY, PLANT AND EQUIPMENT 
 
Property, plant and equipment consist of the following: 
 

Balance Balance
January 1, December 31,

2019 Increases Decreases 2019

Sewer system $ 102,840,322  $ 1,369,342      $ -                       $ 104,209,664  
Water system 31,497,752    3,116,799      -                       34,614,551    
Equipment 398,955          56,369            -                       455,324          
Administration building 
 and renovations 493,747          -                       -                       493,747          

135,230,776  4,542,510      -                       139,773,286  
Accumulated depreciation (59,115,596)   (4,981,514)     -                       (64,097,110)   

$ 76,115,180    $ (439,004)        $ -                       $ 75,676,176    

Depreciation expense was $4,981,514 and $4,643,995 in 2019 and 2018, respectively. 
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NOTE E - DEFINED BENEFIT PENSION PLAN 
 
Summary of Significant Accounting Policies 
 
Method Used to Value Investments - Pension Plan investments are carried at fair value as 
reported by the investment managers.  For the purposes of measuring the net pension 
liability, deferred outflows of resources and deferred inflows of resources related to 
pensions, and pension expense, information about the fiduciary net position of the pension 
plan and additions to/deductions from the fiduciary net position have been determined on 
the same basis as they are reported by the pension plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with benefit terms. 

 
Plan Description 
 
The Horsham Water and Sewer Authority pension plan is a single-employer, defined benefit 
pension plan controlled by the provisions of a resolution dated January 14, 1999, adopted 
pursuant to Act 15.  The plan participates in the Pennsylvania Municipal Retirement System 
(PMRS), which is an agent multiple-employer public employee retirement system that acts 
as a common investment and administrative agent for participating municipal pension plans.  
PMRS issues a separate Comprehensive Annual Financial Report (CAFR).  A copy of the 
CAFR can be obtained by contacting the PMRS accounting office. 

 
Plan Membership 
 
At December 31, 2018, plan membership consisted of the following: 
 
Active plan members 22        
Retirees and beneficiaries currently receiving benefits 9          
Terminated plan members entitled to but not yet receiving benefits -           

TOTAL 31        

 
Benefits Provisions 
 
Eligibility Requirement:   
 
Normal Retirement:  Available upon attainment of age 62.  
 
Early Retirement:  Voluntary available with 15 years of credited service.  Involuntary 
available after eight years of service. 
 
Vesting:  A member is 100% vested after five years of service. 
 
Retirement Benefit:  Benefit equals 1.5% times credited service times Final Average Salary 
(FAS).  There is no Social Security offset.  FAS is based upon the last three years 
annualized salary. 
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NOTE E - DEFINED BENEFIT PENSION PLAN (Continued) 
 
Disability Benefit:   
 
Service Related:  A 50% disability benefit is provided to a member who is unable to perform 
gainful employment regardless of age or service.  Offset by available workers’ compensation 
benefits.  
 
Non-Service Related:  A 30% disability benefit is provided to a member who has at least 
ten years of service and is unable to perform gainful employment. 
 
Contributions 
 
Act 205 of 1984, the Municipal Pension Plan Funding Standard and Recovery Act, 
initiated actuarial funding requirements for municipal pension plans.  The Act requires that 
annual contributions be based upon the calculation of the Minimum Municipal Obligation 
("MMO").  The MMO calculation is based upon the biennial actuarial valuation.  In 
accordance with the plan's governing resolution, members are required to contribute 3.0% 
of compensation to the Plan. The authority to establish and amend contribution 
requirements rests with Authority Board. 

 
Investments 
 
Investment Policy - The plan policy in regard to the allocation of invested assets is 
established and may be amended by the PMRS.  It is the policy of the PMRS to pursue an 
investment strategy that (1) maintains a fully funded status with regard to accumulated 
retirement benefits obligations, (2) maximizes return within reasonable and prudent levels of 
risk in order to minimize municipal and employee contributions, (3) maintains flexibility in 
determining the future level of contributions and (4) provides the ability to pay all benefit and 
expense obligations when due.  The plan’s investment policy discourages the use of cash 
equivalents, except for liquidity purposes, and aims to refrain from dramatically shifting asset 
class allocations over short time spans. The following was the plan’s adopted asset 
allocation policy as of December 31, 2018:  

 Target
Asset Class Allocation

Domestic equities (large capitalized firms) 25.0%
Domestic equities (small capitalized firms) 15.0%
International equities (developed markets) 15.0%
International equities (emerging markets) 10.0%
Fixed income 15.0%
Real estate 20.0%

100%
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NOTE E - DEFINED BENEFIT PENSION PLAN (Continued) 
 
Investments are reported at fair value.  The fair value is the quoted market price.  The 
plan’s fair value of investments as of December 31, 2018, was $3,226,968.  
 
Administrative costs, including the investment manager, custodial trustee and actuarial 
services, are charged to the plan and funded through investment earnings. 
 
Concentrations - At December 31, 2018, none of the plan’s individual investments 
exceeded 5% of the total portfolio.  
 
Rate of Return - For the year ended December 31, 2018, the annual money-weighted rate 
of return on plan investments, net of plan investment expense, was -4.57%.  The money-
weighted rate of return expresses investment performance, net of investment expense, 
adjusted for the changing amounts actually invested. 

 
Net Pension Liability of the Authority 
 
Total pension liability $ 3,664,235   
Plan fiduciary net position (3,226,968)  

NET PENSION LIABILITY (EXCESS) $ 437,267      

Plan fiduciary net position as a percentage of the total 
 pension liability 88.07%

 
Actuarial Assumptions - The total pension liability was determined by an actuarial 
valuation as of December 31, 2018, using the following actuarial assumptions, applied to all 
periods included in the measurement: 
 
Inflation 3.0%
Salary increases Age related scale with merit and inflation component

Investment rate of return 5.25%  
 
Mortality rates were based on the RP-2000 Mortality Tables with a one year setback for 
males and a five year setback for females. 
 
The actuarial assumptions used in the December 31, 2018 valuation were based on the 
PMRS Experience Study for the period covering January 1, 2009 through December 31, 
2013 as well as changes including the decrease in the investment return assumption for 
municipal assets from 5.50% to 5.25% for the December 31, 2016 valuation. 
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NOTE E - DEFINED BENEFIT PENSION PLAN (Continued) 
 

The long-term expected rate of return on plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected 
returns, net of plan investment expense and inflation) are developed for each major asset 
class.  These ranges are combined to produce the long-term expected rate of return by 
weighting the expected future real rates of return by the target asset allocation percentage 
and by adding expected inflation. Best estimates of arithmetic real rates of return for each 
major asset included in the Plan’s target asset allocation as of December 31, 2018 are 
summarized in the following table: 
 

Asset Class Rate of Return

Domestic equities (large capitalized firms) 4.60%
Domestic equities (small capitalized firms) 7.30%
International equities (developed markets) 3.50%
International equities (emerging markets) 8.30%
Fixed income 1.10%
Real estate 5.40%  

 

Discount Rate - The discount rate is based on the long-term expected rate of return on plan 
investments that are expected to be used to finance the payments of benefits.  The plan’s 
fiduciary net position is projected to be sufficient to make projected benefit payments and 
the plan assets are expected to be invested using a strategy to achieve that return.  The 
employer has always met the funding requirements of Pennsylvania Law Act 205 of 1984.  
Act 205 requires full funding of the entry age normal cost plus plan expenses, as well as 
amortization of the unfunded liability to ultimately achieve a 100% funded status.   
 

Changes in the Net Pension Liability 
Total Plan Net

Pension Fiduciary Net Pension
Liability Position Liability

(a) (b) (a) - (b)

BALANCES AT DECEMBER 31, 2017 $ 3,359,727  $ 3,497,598  $ (137,871)    
Changes for the year

Service cost 132,782     -                 132,782     
Interest 179,289     -                 179,289     
Changes of benefit terms 34,136       -                 34,136       
Changes of assumptions -                 -                 -                 
Differences between expected and
 actual experience 115,263     -                 115,263     
Contributions

Employer -                 105,653     (105,653)    
PMRS assessment -                 720            (720)           
Member -                 39,768       (39,768)      

Net investment income -                 174,082     (174,082)    
Market value investment income -                 (425,502)    425,502     
Benefit payments (156,962)    (156,962)    -                 
Administrative expense -                 (8,389)        8,389         

NET CHANGES 304,508     (270,630)    575,138     

BALANCES AT DECEMBER 31, 2018 $ 3,664,235  $ 3,226,968  $ 437,267     
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NOTE E - DEFINED BENEFIT PENSION PLAN (Continued) 
 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate - The following 
presents the net pension liability of the Authority, calculated using the discount rate of 
5.25%, as well as what the Authority’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (4.25%) or one percentage point 
higher (6.25%) than the current rate: 

1% Current 1%
Decrease Discount Increase
(4.25%) Rate (5.25%) (6.25%)

Net pension liability (asset) $ 896,966      $ 437,267      $ 44,605        

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - For the year ended December 31, 2019, the Authority 
recognized pension expense of $72,577.  At December 31, 2019, the Authority reported 
deferred outflows of resources and deferred inflows of resources related to pensions from 
the following sources: 

Deferred Deferred
Outflows of Inflows of
Resources Resources

Difference between expected and actual
 experience $ 139,264        $ 23,463         

 
Changes in assumptions 56,247          18,154         

Net difference between projected and actual
 earnings on pension plan investments 126,785        -                   

Contributions subsequent to the measurement date 105,679        -                   

TOTALS $ 427,975        $ 41,617         

 
$105,679 reported as deferred outflows of resources related to pensions resulting from 
Authority contributions subsequent to the measurement date will be recognized as a 
reduction of the new pension liability in the year ended December 31, 2019. Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to 
pensions will be recognized in pension expense as follows: 
 

Year Ending
December 31,

2019 $ 52,176     
2020 23,687     
2021 36,164     
2022 116,373   
2023 35,812     
Thereafter 16,467     
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NOTE F - BONDS PAYABLE - SERIES OF 2010 
 
Effective November 2010, the Authority issued $3,195,000 Tax Exempt Series 2010A, 
$3,335,000 Tax Exempt Series B 2010B and $18,170,000 Federally Taxable Issuer Subsidy 
Build America Bonds Series 2010C Water and Sewer Revenue Bonds with interest rates 
from 1.95% to 5.58%. 
 
The bonds were issued pursuant to a Trust Indenture by and between the Authority and 
Univest National Bank and Trust Company. 

 
The proceeds of the 2010A Bonds, together with other available monies of the Authority, 
were used to (1) currently refund the Authority’s Water and Sewer Revenue Bonds, Series 
of 2004 and (2) pay certain expenses related to the issuance of the 2010 Bonds.   
 
The proceeds of the 2010B and 2010C Bonds, together with other available monies of the 
Authority, will be used to (1) fund various capital improvements of the Authority, (2) fund a 
debt service reserve fund and (3) pay certain expenses related to the issuance of the 2010 
Bonds. 
 
The 2010C Bonds were issued as taxable obligations of the Authority, and the Authority 
elected to designate the 2010C Bonds as direct pay “Build America Bonds.”  As such, the 
Authority will receive periodic payments from the United States Treasury on each interest 
payment equal to approximately 35% of the interest payable on the 2010C Bonds.  These 
payments may fluctuate on a year-to-year basis. Going forward, the federal subsidy 
payment will be reduced by 7.3% through 2024.  
 
The bonds are secured, as to principal and interest, solely by the pledged revenues from the 
system, including earnings from the investment of certain funds established under the 
Indenture.   
 
The 2010 Bonds are summarized as follows: 
 

Less Federal Total
Principal Interest Subsidy  Net Debt Interest

Year Amount Amount Payments Service Rate

2020 $ 1,230,000    $ 806,991        $ (261,828)      $ 1,775,163    4.12%
2021 1,260,000    756,315        (245,386)      1,770,929    4.32%
2022 1,295,000    701,883        (227,726)      1,769,157    4.52%
2023 1,335,000    643,349        (208,734)      1,769,615    4.72%
2024 1,375,000    580,337        (188,290)      1,767,047    4.82%
2025 1,420,000    512,687        (166,341)      1,766,346    5.12%
2026 1,465,000    439,983        (153,994)      1,750,989    5.58%
2027 1,520,000    358,236        (125,383)      1,752,853    5.58%
2028 1,575,000    273,420        (95,697)         1,752,723    5.58%
2029 1,635,000    185,535        (64,937)         1,755,598    5.58%
2030 1,690,000    94,302          (33,006)         1,751,296    5.58%

$ 15,800,000  $ 5,353,039    $ (1,771,321)   $ 19,381,716  
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NOTE F - BONDS PAYABLE - SERIES OF 2010 (Continued) 
 

Long-term liability activity for the year ended December 31, 2019, is as follows: 
 

Balance Balance
January 1, December 31, Due Within

2019 Additions Retirements 2019 One Year

Bond Payable
Series of 2010 $ 17,000,000 $ -              $ (1,200,000) $ 15,800,000   $ 1,230,000

Net Pension Liability/
 (Asset) (137,871) 575,138 -                437,267        -              

16,862,129 $ 575,138   $ (1,200,000) $ 16,237,267 $ 1,230,000

 
NOTE G - RENTAL INCOME 

 
The Authority has several antenna rental agreements over periods ranging from 5 to 
15 years, which provide annual rental income of approximately $350,000. 
 
 

NOTE H - PRIOR PERIOD ADJUSTMENT 
 

The Authority had incurred expenditures for the Water System which was grant funded 
starting in 2015.  These amounts were previously expensed from 2015 through 2018. The 
Authority has determined the amounts should be capitalized and as such the Authority 
restated the beginning net position as of January 1, 2018 from $65,009,502 to $71,936,817 
to reflect the net book value of these assets capitalized as of that date.  In addition, the 
Authority has restated the 2018 financial statements to adjust for costs previously expensed 
in 2018 in the amount of $5,361,894 which was capitalized, and the Authority recorded 
additional depreciation on the cumulative assets in the amount of $989,702.  The result of 
this change for 2018 increased the change in net position from ($463,487) to $3,908,705.   
The effect of these adjustment increased the ending net position as of December 31, 2018 
from $64,546,015 to $75,845,522. 

 
  
NOTE I - SUBSEQUENT EVENT 

 
Subsequent to year end, a global pandemic due to the spread of the COVID-19 coronavirus 
caused the United States government to declare a national emergency. The pandemic has 
led to widespread voluntary and government-mandated closings of local stores and 
businesses, which has resulted in significant job losses. These job losses have the potential 
to have a significant impact on all aspects of the Authority operations including the collection 
of water and sewer charges.  Due to the pandemic, the financial markets have experienced 
significant volatility since the beginning of the year.  This volatility may result in a significant 
impact on the investment values as well as pension liabilities and related deferred inflows 
and outflows related to the pension plan.  At this point, the extent to which COVID-19 will 
impact our financial condition or results of operations is uncertain and cannot be reasonably 
estimated at this time. 
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULE OF CHANGES IN NET PENSION PLAN
LIABILITY AND RELATED RATIOS
LAST FIVE FISCAL YEARS

2018 2017 2016 2015 2014

TOTAL PENSION LIABILITY
Service cost $ 132,782       $ 117,926    $ 107,810    $ 107,409    $ 112,764    
Interest 179,289       170,271    160,545    154,843    150,235    
Changes of benefit terms 34,136         -                -                -                -                
Changes of assumptions 115,263       -                89,994      (36,310)     -                
Differences between expected and actual experience -                  -                64,746      -                (62,563)     
Benefit payments (156,962)     (106,245)   (111,516)   (133,546)   (89,625)     

NET CHANGE IN TOTAL PENSION
 LIABILITY 304,508       181,952    311,579    92,396      110,811    

Total pension liability, beginning 3,359,727    3,177,775 2,866,196 2,773,800 2,662,989 

TOTAL PENSION LIABILITY,
 ENDING (a) $ 3,664,235    $ 3,359,727 $ 3,177,775 $ 2,866,196 $ 2,773,800 

PLAN FIDUCIARY NET POSITION
Contributions

Employer $ 105,653       $ 101,827    $ 101,013    $ 98,470      $ 90,415      
PMRS assessment 720              660           600           580           -                
Member 39,768         35,319      33,783      32,010      30,317      

Net investment income 174,082       165,694    163,201    153,210    164,127    
Market value investment income (425,502)     361,906    62,397      (142,439)   -                
Benefit payments, including refunds of member
 contributions (156,962)     (106,245)   (111,516)   (133,546)   (89,625)     
Administrative expense (8,389)         (8,200)       (8,555)       (6,967)       (6,058)       

NET CHANGE IN PLAN FIDUCIARY
 NET POSITION (270,630)     550,961    240,923    1,318        189,176    

Plan fiduciary net position, beginning 3,497,598    2,946,637 2,705,714 2,704,396 2,515,220 

PLAN FIDUCIARY NET POSITION,
 ENDING (b) $ 3,226,968    $ 3,497,598 $ 2,946,637 $ 2,705,714 $ 2,704,396 

NET PENSION LIABILITY, ENDING
 (a)-(b) $ 437,267       $ (137,871)   $ 231,138    $ 160,482    $ 69,404      

PLAN FIDUCIARY NET POSITION AS A      
 PERCENTAGE OF THE TOTAL PENSION LIABILITY 88.07% 104.10% 92.73% 94.40% 97.50%

COVERED-PAYROLL $ 1,325,632    $ 1,177,322 $ 1,126,116 $ 1,067,029 $ 1,110,832 

NET PENSION LIABILITY AS A PERCENTAGE OF
 COVERED-PAYROLL -32.99% 11.71% -20.53% -15.04% -6.25%
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULE OF CHANGES IN NET PENSION PLAN
LIABILITY AND RELATED RATIOS

NOTES TO SCHEDULE

Valuation date: January 1, 2018

Methods and assumptions used to determine contribution rates:
Actuarial cost method Entry age normal
Amortization method Level dollar, closed
Remaining amortization period N/A
Asset valuation method Market value
Inflation 3.00%
Salary increases Age related scale with merit 

 and inflation component
Investment rate of return 5.25%
Retirement age Normal retirement age
Mortality RP-2000 Mortality Tables

Note: GASB Statement No. 67 requires this information to be presented for the last ten fiscal years,
or shorter period for which the information is available. The information is available for only 2014
through 2018.

Actuarially determined contribution rates are calculated by September 30 of each year for the
upcoming calendar year.
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULE OF PENSION PLAN CONTRIBUTIONS
LAST FIVE FISCAL YEARS

2018 2017 2016 2015 2014

ACTUARIALLY DETERMINED CONTRIBUTION $ 83,865      $ 102,407    $ 101,573    $ 99,010      $ 90,415      

CONTRIBUTIONS IN RELATION TO THE 
 ACTUARIALLY DETERMINED CONTRIBUTION 106,373    102,487    101,613    99,050      90,415      

CONTRIBUTION EXCESS $ (22,508)     $ (80)            $ (40)            $ (40)            $ -                

COVERED-PAYROLL $ 1,325,632 $ 1,177,322 $ 1,126,116 $ 1,067,029 $ 1,110,832 

CONTRIBUTION AS A PERCENTAGE OF 
 COVERED-PAYROLL 8.02% 8.71% 9.02% 9.28% 8.14%

Note: GASB Statement No. 67 requires this information to be presented for the last ten fiscal years, or shorter period for which the
information is available.  The information is available for only 2014 through 2018.
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULE OF INVESTMENT RETURNS
LAST FIVE FISCAL YEARS

2018 2017 2016 2015 2014

ANNUAL MONEY-WEIGHTED RATE OF RETURN, 
 NET OF INVESTMENT EXPENSE -4.57% 17.84% 8.23% -0.27% 5.20%

Note: GASB Statement No. 67 requires this information to be presented for the last ten fiscal years, or shorter period for which the
information is available.  The information is available for only 2014 through 2018.
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULES
YEARS ENDED DECEMBER 31, 2019 AND 2018

2019
Original and
Final Budget Actual 2018

TREATMENT COSTS
Electric $        349,200 $        287,323 $        217,527 
Engineering        210,000        191,516        197,378 
Employee benefits        387,137        616,939        546,111 
Maintenance, repairs and supplies     1,260,220        842,112        867,805 
Outside services        151,300          59,706        186,520 
Payroll and payroll taxes     1,014,191     1,036,583        917,676 
Treatment and system costs     2,431,300     2,527,173     2,141,009 
Water purchases        308,600        367,979        519,631 

TOTAL TREATMENT COSTS $     6,111,948 $     5,929,331 $     5,593,657 

GENERAL AND ADMINISTRATIVE EXPENSES
Advertising $            6,500 $               985 $            5,393 
Bad debt expense                   -                   -            6,799 
Computer-related expenses        134,255        142,473          77,093 
Employee benefits        234,275        373,338        120,614 
Insurance        125,716        117,691        111,006 
Memberships and dues            7,500          14,399            3,804 
Office supplies and miscellaneous expenses        168,853        100,636        116,822 
Professional fees        101,000          89,374          93,774 
Salaries and payroll taxes        573,226        442,276        389,888 
Telephone          27,500          28,927          25,657 

TOTAL GENERAL AND
 ADMINISTRATIVE EXPENSES $     1,378,825 $     1,310,099 $        950,850 

SURCHARGE RELATED EXPENSES
Maintenance, repairs and supplies $        471,662 $          48,459 $          22,349 
Professional fees          38,000          16,580          19,552 
Staffing          86,963          54,829          45,361 
Water purchases        342,945        527,563        684,289 

TOTAL SURCHARGE RELATED
 EXPENSES $        939,570 $        647,431 $        771,551 

GRANT RELATED EXPENSES
Insurance $          53,000 $          94,195 $        101,567 
Maintenance, repairs and supplies        260,144          54,680          46,106 
Office supplies and miscellaneous expenses          86,837          72,648        107,881 
Professional fees        237,995          70,602          56,062 
Treatment and system costs     3,622,618        184,728        499,519 
Water purchases        375,218        233,076        200,252 

TOTAL GRANT RELATED
 EXPENSES $     4,635,812 $        709,929 $     1,011,387 
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