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Independent Auditors’ Report 
 
 
 
 
To the Board of the Authority 
Horsham Water and Sewer Authority 
Horsham, Pennsylvania 
 
Qualified Opinion 
 
We have audited the financial statements of the business-type activities of Horsham Water and Sewer 
Authority, as of and for the years ended December 31, 2021 and 2020, and the related notes to the financial 
statements, which collectively comprise Horsham Water and Sewer Authority’s basic financial statements as 
listed in the table of contents.  
 
In our opinion, except for the possible effects on the 2021 financial statements of the matter described in the 
Basis for Qualified Opinion section of our report, the accompanying financial statements present fairly, in all 
material respects, the financial position of the Horsham Water and Sewer Authority, as of December 31, 
2021 and 2020, and the respective changes in financial position and cash flows thereof for the years then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
Basis for Qualified Opinion 
 
The retirement system in which the Horsham Water and Sewer Authority participates was not able to 
provide timely information related to the Horsham Water and Sewer Authority’s pension plan as of 
December 31, 2021.  Therefore, we were unable to obtain sufficient appropriate audit evidence about the 
carrying amounts of the net pension asset or the related deferred inflows and outflows of resources.  
Consequently, these amounts have not been adjusted from the amounts previously reported in the financial 
statements for the year ended December 31, 2020.   
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of Horsham Water and sewer Authority and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Responsibilities of Management for the Financial Statements 
 
Horsham Water and Sewer Authority’s management is responsible for the preparation and fair presentation 
of the financial statements in accordance with accounting principles generally accepted in the United States 
of America, and for 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.  
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about Horsham Water and Sewer 
Authority’s ability to continue as a going concern for one year after the date of the financial statements. 
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Auditors’ Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes 
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore 
is not a guarantee that an audit conducted in accordance with GAAS will always detect a material 
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher 
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. Misstatements are considered material if there is a 
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements.  
 
In performing an audit in accordance with GAAS, we:  
 

 Exercise professional judgment and maintain professional skepticism throughout the audit.  
 
 Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. 

 
 Obtain an understanding of internal control relevant to the audit 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 Horsham Water and Sewer Authority’s internal control. 
Accordingly, no such opinion is expressed. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of 

significant accounting estimates made by management, as well as evaluate the overall 
presentation of the financial statements. 

 
 Conclude whether, in our judgment, there are conditions or events, considered in the 

aggregate, that raise substantial doubt about Horsham Water and Sewer Authority’s ability to 
continue as a going concern for a reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control–related matters 
that we identified during the audit.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
qualified audit opinion. 



To the Board of the Authority 
Horsham Water and Sewer Authority 
Horsham, Pennsylvania 
 
 
 
 

- 4 - 

Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of Changes in the Net Pension Plan Liability and Related Ratios, 
Schedule of Pension Plan Contributions, and Schedule of Investment Returns on pages 5-29 and 39-43 be 
presented to supplement the basic financial statements. Such information is the responsibility of 
management and, 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 sufficient evidence to express an opinion or provide 
any assurance.  
 
Supplementary Information 
 
Our audit was conducted for the purpose of forming opinion on the financial statements that collectively 
comprise Horsham Water and Sewer Authority’s basic financial statements. The Schedule of Treatment 
Costs, Schedule of General and Administrative Expenses, Schedule of Surcharge Related Expenses, and 
Schedule of Grant Related Expenses are presented for purposes of additional analysis and are not a 
required part of the basic financial statements. 
 
The Schedule of Treatment Costs, Schedule of General and Administrative Expenses, Schedule of 
Surcharge Related Expenses, and Schedule of Grant Related Expenses are the responsibility of 
management and were derived from and relates directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit 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 Schedule of Treatment Costs, Schedule of General and Administrative Expenses, Schedule of 
Surcharge Related Expensed, and Schedule of Grant Related Expenses are fairly stated, in all material 
respects, in relation to the basic financial statements as a whole. 
 
 
 
 
Limerick, Pennsylvania 
July 18, 2022 
 

jgetz
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, 2021.  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. 

2021 FINANCIAL HIGHLIGHTS 

 Please note that the Authority’s final audit has been delayed due to the inability of the
Pennsylvania Municipal Retirement System (PMRS) to provide pension related reports in a timely
manner.  This audit is therefore being issued on a qualified basis duplicating 2020 figures for
Deferred Outflows/Inflows of Resources and Net Pension asset in order to meet financial
disclosure filing deadlines.

 Net position increased by $328,586 or 0.4%.

 Operating revenues were $15,361,892, an increase from $15,183,497 in 2020, or 1.2%.

 Operating expenses barely increased from $9,016,935 in 2020 to $9,018,905 in 2021, or
0.02%

 Operating income before depreciation was $6,442,262 as compared to $6,166,562 in
2020

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 30) 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 government’s version of a balance sheet.  The Statement of Net Position reflects the 
overall financial position of the Authority as of the close of 2021.  
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The Statement of Revenues, Expenses and Changes in Net Position (page 31) 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 position 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.   

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 32) 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.   

Please note that the Authority’s final audit has been delayed due to the inability of the 
Pennsylvania Municipal Retirement System (PMRS) to provide pension related reports in a timely 
manner.  This audit is therefore being issued on a qualified basis duplicating 2020 figures for 
Deferred Outflows/Inflows of Resources and Net Pension asset in order to meet financial disclosure 
filing deadlines.   

While HWSA remains in a stable financial position, readers should note that this report reflects 
extensive ongoing grant related financial activity related to a regional groundwater contamination linked 
to historical activities at local existing and former military installations. 
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Historically, the Authority’s public water system had supplied drinking water to its approximately 8,400 
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. 
 
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 the Authority entered into Cooperative 
Agreements (CA) with both the United States Navy (Navy) and the Pennsylvania National Guard Bureau 
(NGB) designating a combined $18.5 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 applicable standard, and public water connections 
for private properties with similarly impacted individual private wells.  Work under the NGB CA strictly 
included the cost of connecting properties with contaminated private wells to the public supply.  All work 
under the NGB CA has been completed, however remediation expenses funded under the Navy CA are 
ongoing. 
 
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.   
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While the CA with the Navy provides funding for the installation of treatment systems to remove PFOS 
and PFOA to the 70 parts per trillion (ppt) LHA 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 ppt 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 that was not otherwise being funded by the 
military was paid for through a $10M grant that was designated specifically to Horsham Township as part 
of the 2016-2017 Commonwealth of Pennsylvania budget and administered via the Pennsylvania 
Infrastructure Investment Authority (PennVest).  The PennVest funded infrastructure included treatment 
systems on five of HWSA’s supply wells with PFAS levels below the LHA, a sixth treatment system on 
the Horsham side of the neighboring Aqua Interconnect, an additional interconnection with NWWA, and 
nearly two miles of new water mains in order to make service available to properties that did not 
previously have access to public water.  All PennVest grant funded infrastructure was completed in 2020 
with the final grant payment still receivable at the end of the year.  All PennVest funding has since been 
received and the grant closed.  Provisions for covering long term operating expenses of the state funded 
treatment systems are discussed in the conclusion of this report. 
 
It should be noted that the CAs provide funding for the wells found to be above the 2016 federally 
established LHAs for PFOA and PFOS as these are the current accepted “health standards” in place.  
However, the Pennsylvania Department of Environmental Protection (PADEP) has recently proposed 
statewide drinking water standards of 14 ppt and 18 ppt for PFOA and PFOS respectively in February 
2022 and these standards could become effective as early as late 2022.  Additionally, EPA has 
announced plans to update its PFOA and PFOS LHAs based on more recent health studies and to 
propose new federal drinking water standards for PFOA and PFOS in 2022 as well. The new EPA LHA 
and drinking water standards are expected to be lower than the current LHAs. Either of these actions 
from PADEP or EPA to establish new lower health standards for drinking water can alter the funding 
prearrangement in the CAs.   

 
The Authority effectively transitioned from the Short Term Plan to the Long Term Plan in early October 
2019 when all then-active supply wells were equipped with permanent or temporary treatment systems 
for PFAS removal.  Demand is supplemented by two separate interconnections with the neighboring 
NWWA supplying water at or near non-detect PFAS levels.  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 began in 
2022. 

 
Upon full implementation of the Long Term Plan, Horsham’s public water supply will be sourced by 10 
wells, all with PFAS removal systems installed, purchased water from Aqua, also with a PFAS removal 
system and purchased water from NWWA.   
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With the Long Term Plan essentially in place in 2019, HWSA has successfully achieved Horsham 
Township’s long term locally adopted goal of “non-detect” for PFAS in the public water supply which we 
believe places Horsham’s water supply among the highest quality in the country. 
 
A new recurring grant program was introduced in 2020 with a primary focus on PFAS remediation. 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.  In accordance 
with the Act, Horsham Township formed the Military Installation Remediation and Infrastructure Authority 
(MIRIA) with a 30 year term of existence. 
 
The program, administered by MIRIA, provides for dedicated PA State funding for clean water initiatives 
to help address the financial burden on local communities pertaining to the remediation of PFAS that 
originated from former military bases. Under the statute, certain existing PA State Tax Revenue will be 
transferred annually to MIRIA, and subsequently awarded by MIRIA to eligible applicants in the form of 
grants to fund the cost of remediating PFAS substances present in public and private drinking water.  
Unlike the numerous grants received by the Authority over the past few years, this program does require 
an Authority contribution.  The contribution is made in advance and determines the share of the total 
grant revenues allocated to each participant.  
 
The maximum return on the contribution is approximately 4.5 times, depending on the availability of state 
tax revenue.  In October 2019, with the passage of Act 101, the Authority discontinued the surcharge 
mentioned above and MIRIA funding received in 2020 allowed the Authority to reimburse its customers 
for all surcharges previously paid.  The MIRIA program also serves to fund future operating costs of the 
treatment systems not being funded by the Navy that otherwise would have been ratepayer funded 
through the surcharge.  The program further allows for the offset of costs of the Authority connecting 
properties with private wells containing PFAS substances below the current standard to the public water 
supply (whereas military funding only covers private wells with PFAS levels in excess of the current 
standard or within a defined contamination plume area).  Where main extensions are required in order to 
do connect these properties, the program is also funding such main extensions.  This could ultimately 
add over 300 existing residences to the Authority’s water customer base and yield up to $780,000 in 
tapping fees.  In 2020 the Authority was awarded $8.1 million under the MIRIA program and another $3.3 
million in 2021. 
 
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.   
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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 2020 and 2021. 
 

Condensed Statements of Net Position 
 

Increase
2021 2020 (Decrease) %

ASSETS
Current assets $ 29,970,541    $ 34,185,893    $ (4,215,352)     -12.3%
Property, plant and equipment, net 79,291,816    76,977,754    2,314,062       3.0%
Net pension asset 50,497           50,497           -                     -

TOTAL ASSETS 109,312,854  111,214,144  (1,901,290)     -1.7%

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflow s related to pensions 265,382         265,382         -                     0.0%

TOTAL ASSETS AND DEFERRED 
OUTFLOWS OF RESOURCES $ 109,578,236  $ 111,479,526  $ (1,901,290)     

LIABILITIES, DEFERRED INFLOWS OF 
 RESOURCES AND NET POSITION

LIABILITIES
Current liabilities $ 3,549,818      $ 4,441,341      $ (891,523)        -20.1%
Long-term debt 21,455,000    22,255,000    (800,000)        -3.6%
Bond premium 4,389,070 4,927,423      (538,353)        -10.9%

TOTAL LIABILITIES 29,393,888    31,623,764    (2,280,373)     -7.2%

DEFERRED INFLOWS OF RESOURCES
Deferred inf low s related to pensions 343,525         343,525         -                     0.0%

NET POSITION
Net investment in capital assets 52,647,746    49,095,331    3,552,415       7.2%
Restricted for bond retirement 1,951,724      1,781,582      170,142          9.6%
Unrestricted 25,241,353    28,635,324    (3,393,971)     -11.9%

TOTAL NET POSITION 79,840,823    79,512,237    328,586          0.4%

TOTAL LIABILITIES, DEFERRED 
 INFLOWS OF RESOURCES 
 AND NET POSITION $ 109,578,236  $ 111,479,526  $ (1,901,290)     -1.7%

Variance
December 31

 
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, 

Construction, 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. The Authority received a 
large infusion of cash in 2020 from the proceeds of the 2020 Series of Water & Sewer 
Revenue Bonds.  The bond transaction is discussed in more detail in the Long Term 
Debt section of this discussion as well as in Note F.  Cash and cash equivalents were 
reduced by $3.7M from 2020 to 2021 as the Authority utilizes the bond funds to carry 
out its capital improvement program. 
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 Cash and Investments Held by Trustee comprise reserve funds for the 2020 Series 
of Bonds.      

 
 Accounts Receivable 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 offered by the 
Authority for assessment or Special Purpose Tapping Fee (SPTF) charges associated 
with system expansions.  Receivables decreased by (11%) between 2020 and 2021.  
The decrease is primarily a result of ongoing water and sewer services collection 
activities in accordance with the Water shut off Act 28 of 20016 ~ 53 P.S. § 3102.101 
(Water Service Act); ~ 18 Pa. Cons. Stat. Ann., Section 4904; Tenant ~ Act. 68 P.S. § 
399.1 et seq; and Liens ~ 53 P.S.§ 7101 et seq & Atty Fees (53 P.S. § 7106). The 
Authority also collected the final IRS interest subsidy towards the now retired 2010 
Build America Bonds that had been receivable in 2020. The reduction in accounts 
receivable was offset by a slight increase in accrued revenues as a result of a steadily 
increasing customer base between 2020 and 2021.   

 
 Grant Receivable consists of an aggregate of various expenses related to system 

expansions and other activities, primarily associated with the PFAS remediation that 
had not yet been reimbursed to the Authority under the various grant programs. 
Grant receivable decreased slightly from 2020 with the close out of one of the grant 
programs. 

 
 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 CA referred to in the introduction to this 
discussion.  Coverage under the current OCIP policy extends through October 15, 
2022, and may be extended as necessary. 

 
 On a net basis, current assets decreased by (12%) from 2020 to 2021 which corresponds 

to the decrease in cash invested in capital assets.   
 

 Property Plant and Equipment Capital investments in the system during 2021 comprised $1.4 
million of sewer system additions and renewals and $5.8 million in water system additions and 
renewals, $2.5 of which were grant funded. Capital additions for the year were exceeded by 
depreciation.  On a net basis, PPE increased by $2.3 million or (3%) from that of 2020, after 
accounting for depreciation expense.  A description of the water and sewer systems along with 
additions making up PPE during the year is given below.   

 
Wastewater Treatment and 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.  These service areas 
previously included two pump stations, both of which had been located within the portion of Service Area 
A that was re-delineated to Area D as part of the Area A Flow Transfer project described below.  Since 
the transfer, all flows in Areas A, B and C are now conveyed by gravity via 60 miles of collector sewers 
and interceptors.   
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During 2021, an average of 2.07 million gallons per day (MGD) of sanitary wastewater generated within 
Service 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 2021, the Authority contributed just 
over $600,000 in capital improvements to the UMHJSA plant.  
  
Areas D and E are located in the northern and western portions of the Township and consist of 
approximately 71 miles of collector sewers and interceptors and three individually permitted active pump 
stations, one of which was recently constructed as part of the below described Area A Flow Transfer 
project and one that was previously located within the portion of UMHJSA Service Area A that was 
re-delineated to Area D.  Wastewater generated in Areas D and E and conveyed and treated at the 
Authority’s Park Creek Wastewater Treatment Plant (PCSTP) averaged 0.96 MGD in 2020 and increased 
to 1.15 MGD in 2021 to correspond with the completion of the Area A Flow Transfer described below.  
The process used for wastewater treatment is an activated sludge process which utilizes A2O technology 
for nutrient reduction.  Effluent is disinfected using UV technology before being discharged to a tributary 
to Park Creek.   A side-stream of activated sludge waste is thickened by centrifuge and approximately 
226 dry tons were landfill disposed in 2021. 
 
The Authority’s PCSTP has a rated capacity of 2.25 MGD under National Pollutant Discharge Elimination 
System (NPDES) Permit PA0051985 most recently issued December 11, 2018, expiry December 31, 
2023 and Delaware River Basin Commission (DRBC) Docket D-1988-017 CP-4 most recently issued 
September 9, 2021, expiry December 31, 2028.  Effluent limits are based on an average annual flow of 
2.25 MGD.  In the sizing of the PCSTP, capacity was allocated to accommodate the transfer of roughly 
200,000 gallons per day of wastewater from a portion of Service Area A mentioned above.  The flow 
transfer, comprising over 11,000 lineal feet (LF) of new gravity and low pressure sewer mains and a new 
pump station was completed in 2021.  The project restored over 875 EDUs of HWSA capacity in the 
UMHJSA facility.  These EDUs will be utilized to provide for the availability of sewer capacity for potential 
future redevelopment in Service Areas B and C as well as the remaining portion of Service Area A that 
still flows to UMHJSA.  This approach to meeting future capacity needs was an alternative to purchasing 
additional capacity from UMHJSA which may ultimately have necessitated the Authority’s participation in 
a future 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 purchasing additional capacity would 
increase HWSA’s share of future capital costs in that facility.  Infrastructure constructed as part of the 
flow transfer also made service available to two properties that did not previously have access to public 
sewer, one of them commercial and the other industrial. The commercial site, a small shopping center, 
was connected in 2021 and land development is now proposed for the currently vacant industrial parcel.   
 
The pump station previously in Service Area A, but now in Area D, is slated to be bypassed and 
decommissioned in conjunction with a housing development that is expected to begin in 2022.  Another 
pump station in the PCSTP service area is currently under construction as part of a separate development 
of a former golf course.  The pump station will ultimately be dedicated to the Authority for long term 
operations.  Upon completion of both developments, Areas D and E will include three pump stations.  

 
The Authority continued with its ongoing sewer infrastructure expansion and renewal program rebuilding 
and/or rehabilitating over 9,000 LF of existing sanitary sewer, installing over 11,000 LF of new sewer, 
and replacing a pump station.     
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HWSA’s 2021 Wasteload Management Report was submitted in accordance with Pennsylvania Chapter 
94.  The report projects no 5 year hydraulic or organic overloads to the Authority’s treatment plant or 
sewer system. 
 
During 2021, HWSA utilized Reider Labs for all analysis except PFAS (Eurofins), WET (American Aquatic 
Testing, Inc.) and in house laboratory testing for PCSTP process control.  The Authority met or 
outperformed all permitting and reporting requirements. 
 
Plans to study long term wastewater capacity needs are discussed in the conclusion and outlook section 
of this report.   
 
Water System: 
 
HWSA provides domestic and fire service to its customers by operating and maintaining a water system 
under public water supply ID 1460033 and DRBC Docket D-1997-016 CP-4.  The system comprises 
fourteen (14) groundwater supply wells, five (5) elevated water storage tanks, interconnections with two 
adjacent public water suppliers, and approximately 145 miles of associated transmission and distribution 
mains.  Each well is permitted individually with site-specific treatment methods including granular 
activated carbon (GAC), aeration and disinfection. 
 
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.  The interconnection with Aqua 
Pennsylvania, Inc. (Aqua) is located in the low zone and separate interconnections with North Wales 
Water Authority (NWWA) are in each of the zones.  Interconnections are permitted under Subsidiary 
Allocation Permit (SAP) WA-46-1003 issued June 25, 2014, expiry June 30, 2039.   
 
The multitude of sources comprised of a combination of ground water wells and interconnects with two 
separate neighboring water suppliers not only provides redundancy and reliability within the system, but 
by having interconnects with multiple 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.  HWSA’s 4.35 million gallons 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 end of 2020, seven (7) of the Authority’s wells had been outfitted with permanent treatment 
systems, all entirely grant funded.  Construction of Navy funded permanent treatment systems on three 
(3) additional wells began in early 2022. The possibility of grant funded treatment systems on the final 
four (4) wells is discussed in the conclusion of this report.   
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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 discussed within 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 and remains at approximately 30% of the average daily demand.   
 
In 2021, the average daily water system demand was approximately 2.22 MGD, a decrease of 3% from 
2020.  Although numerous properties were connected to the water system in 2021, the decline in 
consumption is consistent with national trends and is contemplated within the Authority’s rate structure.  
 
During 2021, HWSA used the Aqua Pennsylvania certified laboratory for analysis of all drinking water 
compliance testing except for in-house laboratory testing of chlorine in order to meet regulatory 
requirements.  Results and permit data were reported to regulatory bodies and the Authority met or 
outperformed all regulatory requirements. 
 
The Authority continued with its ongoing water infrastructure expansion and renewal program replacing 
over 9,700 LF of existing water lines, installing over 7,400 LF of water mains, and completely rehabilitating 
one of its storage tanks.     
 
Plans to study long term water capacity needs are discussed in the conclusion and outlook section of this 
report.   
 
Total Assets: 
 
Total assets decreased by (1.7%) from $111 million in 2020 to $109 million in 2021. 

 
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 2022.  
Bonds payable in the long-term represent principal payments from 2023 through 2040 to 
satisfy the Series 2020 Bonds as well as the amortized bond premium discussed in more 
detail in the Long Term Debt section of this discussion. 

 
 Accounts Payable and Accrued Expenses represent those expenses that were incurred 

in 2021, but not yet paid.  Accounts payable and accrued expenses decreased by (29%) 
from 2020 to 2021.  

 
 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 and as new developments are initiated new funds are collected.  
Net activity during 2021, resulted in a (10%) reduction of funds being held in escrow by 
the Authority.   
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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).  As noted in the 
introduction to this discussion, the Authority’s pension administrator, PMRS was unable to provide 
pension related reports in a timely manner.  This audit is therefore being issued on a qualified basis 
duplicating 2020 figures for Deferred Outflows/Inflows of Resources and Net Pension Asset in order to 
meet financial disclosure filing deadlines.  

 
Net Position: 
 

 The net effect of the current year shifts in assets and liabilities resulted in a 0.4% increase 
in net position from $79,512,237 in 2020 to $79,840,823 in 2021. 

 
Analysis: 
 

 The foregoing analysis is qualified in that 2020 figures for Deferred Outflows/Inflows of 
Resources and Net Pension Asset are duplicated for 2021 due to the inability of the 
Authority’s pension plan administrator to provide pension related reports in a timely 
manner. 
 
 Total assets as December 31, 2021 were $109 million and total liabilities were $29 

million. The Authority’s liabilities as a percent of assets was 28% in 2020 and 27% 
in 2021.   

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

Authority’s liquidity was 7.71 in 2020 and 8.46 in 2021.   
 
 Operating revenues increased by 1%, from $15,183,497 in 2020 to $15,361,892 

in 2021. 
 
 Operating expenses were $9,016,935 in 2020 and $9,018,905 in 2021 
 
 Operating income before depreciation was $6,442,262 in 2021 and $6,166,562 in 

2020. 
 

 The Authority’s debt service coverage ratio, another measure of the Authority’s 
ability to meet its financial obligations to lenders was 2.1 in 2021 vs. 3.0 in 2020.   

 
 
Debt Service Coverage and Ratios 

 
The Authority’s 2010 Trust Indenture and the 2020 Supplemental 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. 
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Debt Service Coverage  
 

2021 2020
Pledged Operating Revenues

Sewer Rentals $ 7,162,670          $ 7,791,057          
Water Sales 3,088,545          3,103,434          
Surcharge, net -                           -                           
Tapping Fees 723,066              2,829,888          

Total Operating Revenues 1 $ 10,974,281        $ 13,724,379        

Operating Expenses
Treatment Costs $ 5,660,886          $ 6,084,555          
General and Administrative 1,213,395          1,461,055          
Surcharge Related 529,569              581,547              

Total Operating Expenses $ 7,403,850          $ 8,127,157          

Operating Income Before Depreciation $ 3,570,431          $ 5,597,222          

Nonoperating Revenues 
Interest Income $ 2,662                  $ 61,216                
Dividend Income 13,966                26,596                
Unrealized Loss 191                      1,737                  

Total Nonoperating Revenues $ 16,819                $ 89,549                

Total Income Available for Debt Service $ 3,587,250          $ 5,686,771          

Debt Service
Interest $ 469,254              $ 561,389              
Amortization of Bond Premium 2 538,353              103,744              
Principal 700,000              1,230,000          

Total $ 1,707,607          $ 1,895,133          

Income after debt service $ 1,879,643          $ 3,791,638          

Debt Service Coverage Ratio 2.10 3.00

1 Exclusive of grant revenues.
2 The Series 2020 Bonds were sold to investors with coupon interest rates higher than the reoffering yield.

As a result, the Authority received $5,031,167 of Original Interest Premium from the sale of its Series 2020

Bonds which represents approximately 44% of the $11,399,048 in total coupon interest payments made by

the Authority to bondholders over the live of the Series 2020 bonds. Amortization of Bond Premium

represents the portion of coupon interest paid in a given year by the Authority (as such payment is accrued

for the Authority's fiscal year) attributable to the higher coupon rate over and above the original reoffering

yield to investors.  
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Ratios 
 

 
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 2021, the Authority’s staff collectively received 
161 hours of continuing education and training. As of the close of 2021, the Authority employed 23 full-
time time staff members.  
 
The following table assists in identifying the source of the changes in net position from 2020 to 2021 
followed by a narrative explanation of changes. 
  

2021 2020

PPE 79,291,816 76,977,754$                

Surplus as % of PPE 2.33% 4.93%

Current Assets 30,021,038 34,236,390$                

Current Liabilities 3,549,818 4,441,341$                  

Ratio of Current Assets to Current Liabiities 8.460 7.710

Total Liabilities 29,393,888 31,623,764$                

Total Assets 109,312,854 111,214,144$              

Liabilities as a % of Assets 26.89% 28.44%
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Condensed Statements of Revenues, Expenses and Changes in Net Position 
 

Amount
Increase

2021 2020 (Decrease)

OPERATING REVENUES $ 15,361,892  $ 15,183,497  $ 178,395        

OPERATING EXPENSES
Sewer plant 5,660,886    6,084,555    (423,669)      
Administrative 1,213,395    1,461,055    (247,660)      
Surcharge related 529,569        581,547        (51,978)         
Grant related 1,615,055    889,778        725,277        

TOTAL OPERATING EXPENSES 9,018,905    9,016,935    1,970            

DEPRECIATION 5,661,241    5,159,378    501,863        

OPERATING INCOME (LOSS) 681,746        1,007,184    (325,438)      

NONOPERATING EXPENSES (452,435)      (471,840)      19,405          

CAPITAL CONTRIBUTIONS 99,275          -                     99,275          

CHANGE IN NET POSITION 328,586        535,344        $ (306,033)      

NET POSITION AT BEGINNING OF YEAR, restated 79,512,237  78,976,893  

NET POSITION AT END OF YEAR $ 79,840,823  $ 79,512,237  

Year Ended December 31,

 
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 as well as intergovernmental grant 
revenues.  Operating revenues had previously included surcharge revenues associated with the PFAS 
contamination as discussed throughout this report.  The surcharge was instituted late in 2016 and 
remained in effect through the third quarter of 2019 upon the creation of a new grant program to cover 
such costs.   
 
Operating Revenues in 2021 increased on a net basis by approximately $178,000 or 1.2% over 2020.  
A decrease in tapping fee revenue in 2021 was offset by an increase in grant revenues, particularly 
associated with the MIRIA grant program discussed in the introduction of this report.  Changes in the 
different categories of operating revenues are explained in more detail below.   
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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 private drinking water wells that contain PFAS in excess of the LHA, the only existing federal 
standard at this time.  As of the close of 2019, 107 properties had been issued military funded offers of 
connection.  Ninety-four have been connected by the Authority under the CAs.  There were no Navy 
funded connections in 2021, however at the end of 2020, the Navy issued another 47 offers of connection 
to properties within a delineated contamination plume area with PFAS levels below the LHA in the private 
wells.  Of the 47 Navy funded offers of connection, 39 were accepted and as of early 2022 all had been 
connected by the Authority.  Under the MIRIA grant program, 75 homes were connected to the public 
water supply by the Authority during 2021 and another 250 grant funded offers of connection were issued 
in early 2022.   
 
Including the grant funded connections mentioned above, there were 88 new connections to the water 
and/or sewer system in 2021, broken down as follows: 
 
Connections to both water and sewer: 
 

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

 75 existing single family homes (74 grant funded) 
 

 1 existing commercial property  
 
Connections to the sewer system:   
 

 4 existing single family homes 
 

 1 existing commercial property 
 
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.  In an effort to inhibit a dramatic price response, the evolution of the Authority’s rate 
structure has been occurring gradually over the past seven years.  With all other factors remaining 
constant, the phase-in of the rate increases and structure modifications that occurred between 2013 and 
2021 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.  The Authority saw a slight decrease in billing revenues from 
2020 as depicted below.  The decrease is primarily due to a decline in consumption associated with the 
COVID-19 pandemic and expanded use of water saving devices.   
 
The decrease in consumption exceeded the decrease in revenue by design of the Authority’s rate 
structure.   
 

Change in Average Residential Consumption vs. Change in Average Annual Water and Sewer 
Charges 2016-2021 
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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.  
In total, Tapping/Connection Fees and Other Revenues decreased from $2,829,888 in 2020 to $723,066 
in 2021.   
 

Fire Hydrant Tax Receipts increased slightly from 2020 to 2021.  
 
Antenna Rental Revenue remained stable in 2021, generating $295,000 in 2021. 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 declined sharply from $2.1 million in 2020 to ~$272,000 in 2021 however, as of the first 
quarter of 2022, the Authority had already collected $1.8 million in tapping fees.  Commercial and 
residential development and redevelopment remains strong.   
 
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.  Therefore 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.  
 
Assessment revenue decreased from $73,345 in 2021 to $8,600 in 2021.  No new assessments 
were levied in 2021 therefore assessment revenue is made up strictly of interest on installment 
payments.    

 
Intergovernmental (Grant) Revenues represent those revenues that are received by the Authority as 
reimbursement for eligible expenses associated with work being performed by the Authority under the 
Navy CA and the new MIRIA grant program.  Grant revenues from 2020 to 2021 increased by 200% as 
a result of the launch of the grant program under PA Act 101 of 2019 which began disbursing in 2021.  
This increase is primarily attributable to the eligibility of projects under this grant program to extend mains 
and connect homes with PFAS contaminated wells to the public supply which is continually expanding 
the Authority’s customer base.  
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The various sources of the revenues and changes thereto over the past five years are represented below. 

Sources of Operating Revenue 2017-2021 

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 43. 

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 (O&M) 
of water production and distribution facilities, water purchases, operation and maintenance of wastewater 
treatment and collection/conveyance facilities, electricity, engineering, chemicals, and salary expense. 
Treatment costs in 2021 decreased by (7%) from $6.08 million in 2020 to $5.66 million in 2021.  

General and Administrative (G&A) Expenses include advertising, computer-related expenses, 
administrative salaries and benefits, insurance, office supplies and professional and trustee fees.  In 
2020, this category also included one-time bond issuance costs for the 2020 bond issue. As a result, 
expenses in this category decreased by (17%) from 2020, but have returned to within 8% of pre-2020 
G&A expenses.     
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Surcharge Related Expenses represent O&M expenses specifically and solely attributed to the 
implementation of the Authority’s Short and Long-Term PFAS Remediation Plans not being funded by 
the military.  Expenses in this category include consulting fees, partial costs for additional staffing, and 
purchased water to replace production of wells without treatment that have been suspended from service.  
Surcharge related expenses declined by 9% from 2020.  Starting in 2020, and during 2021, those 
expenses categorized as surcharge related became eligible for reimbursement under the MIRIA grant 
program.  Were it not for the MIRIA program, these expenses would have otherwise been funded by the 
surcharge.  Accordingly, these expenses will continue to be separately categorized going forward. 
 
Grant Related Expenses represent those O&M costs that are reimbursable through various grant 
programs.  Grant related O&M expenses in 2021 increased by nearly 50% from 2020 as a result of the 
launch of the MIRIA grant program which expands the PFAS project related eligibility to include the 
Authority connecting residential properties with PFAS contaminated wells that are not eligible for military 
funded connections.  Grant related O&M expenses in 2021 also include expenses to date associated 
with a one-time grant of up to $298,000 from the Pennsylvania Commonwealth Financing Authority under 
the PA Small Water & Sewer Program.  Work under this grant, which requires a 15% Authority match, is 
expected to be completed by the end of 2022.   
 
Uses of Grant Funds:  
 
The uses of grant funds are depicted below broken down between grant related expenses described 
above as well as capital additions that were funded through the various grant programs.  As noted under 
the surcharge related expenses description above, starting in 2020, grant funded O&M expenses also 
include surcharge related expenses that became eligible for funding through the MIRIA program. 
 

Use of Grant Funds 
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Total Operating Expenses by Category 2017-2021 
 

 
 
Operating Income  
  
Operating income before depreciation slightly increased from $6.2 million in 2020 to 6.4 million in 2021. 
The increase in operating income represents an increase in grant revenues offset by a reduction in 
tapping fee revenue.  Operating income in 2021 also includes system expansions that were constructed 
by developers and dedicated to the Authority as capital contributions. 
 
Non-operating Revenues (Expenses) 
 
Non-operating revenues (expenses) consist of annual interest expense associated with borrowings offset 
by interest and dividend income. 
 
Interest income consists of earnings on the various cash accounts held by the Authority.  Interest income 
continues to decline as market interest rates remain at virtually zero. 
 
Dividend income represents cash earnings associated with the Authority’s membership in the Delaware 
Valley Insurance Trust (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.  While there was no change in the 
Authority’s exemplary claims record, dividend income in 2021 decreased by (47%) which is a reflection 
of the market conditions related to DVIT investment earnings. 
 
Interest expense represents interest on the 2021 debt service payment offset by a reduction in the bond 
premium liability on the Series 2020 Bonds.     
 
On a net basis, non-operating expenses decreased (4.1%) from $471,840 in 2020 to $452,435 in 2021.   
This decrease is primarily attributable to a reduction in bond interest expense.   
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Non-operating Expenses 2017-2021 
 

 
 

Change in Net Position 
 
Changes in Net Position occur based on level of debt, capital additions and actuarial adjustments to 
pension from year to year.  The Authority’s Total Net Position increased by $330,000 or 0.4% from 2020 
as a result of a reduction in debt and increase in capital assets. 
 

Changes in Net Position 2017-2021 
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LONG-TERM DEBT 
 
Long-Term debt also includes bonds that remain payable by the Authority under its Series of 2020 bonds.  
In 2020, the Authority issued $22,955,000 Water and Sewer Revenue Bonds, with an Original Issue 
Premium paid to the Authority of $5,031,166.90 as the bonds were sold to investors with coupon interest 
rates higher than the reoffering yield.  The premium is being amortized over the life of the bonds. 
 
All outstanding bonds carry an Aa2 rating from Moody’s Investors Service.  As of the close of 2021, the 
Authority’s long-term debt consists of the following: 
 

Long Term Debt Long Term Debt Long Term Debt
Original Outstanding Outstanding Outstanding

Issue December 31, December 31, December 31,
Amounts 2019 2020 2021

2010C Water and Sewer Revenue Bonds, federally
 taxable, issuer subsidy, Build America Bonds $ 18,170,000  $ 14,570,000      $ -                       $ -                       

Water and Sewer Revenue Bonds Series of 2020
Par Amount $ 22,955,000  -                       $ 22,955,000      $ 21,455,000      
Unamortized Premium $ 5,031,167    -                       $ 4,927,423        $ 4,389,070        

TOTAL $ 14,570,000      $ 27,882,423      $ 25,844,070      
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CONCLUSION AND OUTLOOK 
 
In 2021, the Authority continued water system operations under its effectively implemented 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 had led the state in a full scale ion exchange (IX) pilot study using 
resin as an alternative media to GAC, proving that IX is a more cost effective treatment for the removal 
of PFAS. The pilot study was completed at the end of 2020 and as of early 2021, the three temporary 
treatment systems that had been in operation under the Short-Term Plan were taken out of service.  Full 
transition to the Long-Term Plan will be completed upon the installation of permanent IX treatment 
systems at the three wells.  All three treatment systems are being funded by the Navy and construction 
began in early 2022.   
 
In the long term, interconnections with two neighboring suppliers will be maintained and operated which 
places the Authority in a strategic position whereby it has the ability to supply a majority of its average 
daily demand using its own treated sources, while retaining redundancy through competing outside 
suppliers.  
 
It is further anticipated that MIRIA grant funding will also be available to construct PFAS treatment 
systems, should it be feasible to do so, on the remaining four wells (1, 3, 7, & 9) mentioned above that 
have been placed in reserve or standby status under the Long-Term Plan. 
 
On July 19, 2021, PADEP released a pre-draft rulemaking which indicated the Department was preparing 
to set new drinking water standards in Pennsylvania for PFOS and PFOA at 18 ppt and 14 ppt 
respectively. PADEP published a proposed rule along with a public comment period in early 2022. A final 
rulemaking is expected by the end of the year.  As currently drafted, water systems in Pennsylvania would 
be required to begin monitoring in 2024 and either remove the source or install treatment if PFOS and 
PFOA are found above the new state-wide standard.  The new lower standards may alter the financing 
arrangements for various wells among the various funding sources, however, given the Authority’s 
proactive response to the contamination and the virtually non-detect PFAS levels it maintains, HWSA is 
in a strong position 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.  The current 2.25 MGD rating is intended to 
accommodate the future build-out of the entire Park Creek WWTP service area and at build out, will have 
generated 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).   
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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 of the $24 million in water and sewer tapping fees 
mentioned above as well as $1.2 million (2020 dollars) in recurring annual revenues. 
 
The 2015 expansion further provided capacity to accommodate the transfer of roughly 200,000 gallons 
per day of wastewater out of the UMHJSA treatment plant.  The flow transfer, completed in 2021, restored 
over 875 EDUs of HWSA capacity in the UMHJSA facility.  These EDUs will be utilized to provide for the 
availability of capacity for potential future redevelopment that may occur in any of Horsham’s service 
areas A, B or C, from which flows are currently conveyed to the UMHJSA.  This alternative to purchasing 
additional capacity from UMHJSA may have otherwise necessitated the Authority’s participation in a 
future expansion of the UMHJSA plant and since Furthermore, routine capital expenditures for the 
UMHJSA plant are apportioned between UMHJSA and HWSA based on the percentage of capacity 
allocated to each, therefore purchase of additional capacity in the UMHJSA plant would ultimately 
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 constructed as part of the flow transfer also made service available to two properties that 
did not previously have access to public sewer one of them commercial and the other industrial. The 
commercial site, a small shopping center, was connected in 2021 and land development is now proposed 
for the currently vacant industrial parcel.   
 
Development and redevelopment, both residential and commercial, in Horsham Township remains very 
strong.  Development of a 73 acre vacant parcel into 121 residential units that was approved in 2018 is 
expected to break ground in 2022.  The first phase of construction on a second development converting 
a golf course to a 496 unit active adult residential community began in 2021.  Yet another vacant parcel 
is being developed into 50 luxury homes.  Further, as part of Horsham Township’s Business Park 
revitalization plan, new types of land uses are replacing unoccupied or under-occupied office buildings 
and other commercial properties.  The first major conversion, an office building to a hotel was completed 
in 2019, a second conversion to a 256 unit luxury apartment building was completed in 2021 and a 274 
unit apartment complex is pending construction.     
 
In early 2022, the Board of the Authority authorized a water and sewer capacity analysis and needs 
evaluation with a planning horizon of ~20 years.  This is expected to be completed in early 2023 and will 
determine options and recommendations for addressing any projected capacity needs.  
 
In addition to new system expansions and/or improvements to existing infrastructure resulting from 
development, the Authority continues to carry out its infrastructure upgrade and replacement program.  
The Authority’s five year capital plan includes replacement of over 23,000 LF of water mains, standby 
power at numerous supply wells, ongoing sanitary sewer CIPP lining and painting of three of the five 
water storage tanks, one of which was completed in mid-2021 and the second substantially completed 
by the end of 2021.   
 
A well rehabilitation program, begun in 2016, was ongoing during 2021.  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, each well is evaluated every five years.      
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The plan also includes a water meter based utility improvement project. The meter and meter reading 
infrastructure will yield substantial revenue and labor benefits over the life of the project.  The increase 
in revenue and decreased labor costs over 15 years is expected to yield as much as a 200% return on 
the investment in the project.   This program in scheduled for launch in mid-2022. 
 
Capital projects are funded by the proceeds of the 2020 Series of Bonds and remaining capital 
improvements are funded by cash on hand in the Bond Redemption and Improvement Fund, additional 
capital reserves generated yearly and ongoing tapping fee revenue.  All new money from the 2020 Series 
of Bonds has already been invested in the system.  
 
The global pandemic due to the spread of the COVID-19 coronavirus and other variants continued to 
render many commercial properties vacant or at reduced occupancy throughout 2021.  The Authority 
anticipated a reduction in consumption and as a result and planned accordingly in its revenue projections 
for 2021 and its rate calculations for 2022.  In total, water and sewer billing revenues in 2021 declined by 
6%.  No material change in expenses as a result of COVID had been experienced prior to 2021.  However 
consumer pricing increases and supply shortages are now being experienced.   Rates will be adjusted 
as necessary in order to meet increased costs.  The Authority has maintained uninterrupted operations 
throughout the pandemic.   
 
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. 
 



HORSHAM WATER AND SEWER AUTHORITY
STATEMENTS OF NET POSITION
DECEMBER 31, 2021 AND 2020

2021 2020

ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 23,626,502     $ 27,358,331     
Cash and cash equivalents held by trustee 1,951,724       1,781,582       
Accounts receivable and accrued revenues 2,977,619       3,350,197       
Grant receivable 1,411,729       1,692,816       
Net pension asset 50,497            50,497            
Prepaid expenses 2,967              2,967              

TOTAL CURRENT ASSETS 30,021,038     34,236,390     

PROPERTY, PLANT AND EQUIPMENT, net of
 accumulated depreciation of $74,917,729 (2021) 
 and $69,256,488 (2020) 79,291,816     76,977,754     

TOTAL ASSETS 109,312,854   111,214,144   

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 265,382          265,382          

LIABILITIES 

CURRENT LIABILITIES, payable from current assets
Bonds payable 800,000          700,000          
Accounts payable and accrued expenses 2,088,898       2,950,007       
Customer deposits and escrows 464,107          517,104          
Surcharge payable 196,813 274,230

TOTAL CURRENT LIABILITIES 3,549,818       4,441,341       

LONG-TERM LIABILITIES
Bonds payable 21,455,000     22,255,000     
Bond premium 4,389,070 4,927,423

TOTAL LONG-TERM LIABILITIES 25,844,070     27,182,423     

TOTAL LIABILITIES 29,393,888 31,623,764

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions 343,525          343,525          

NET POSITION
Net investment in capital assets 52,647,746     49,095,331     
Restricted for bond retirement 1,951,724       1,781,582       
Unrestricted 25,241,353     28,635,324     

TOTAL NET POSITION $ 79,840,823 $ 79,512,237
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2021
Original and
Final Budget Actual 2020

OPERATING REVENUES
Sewer rentals $ 6,120,312    $ 5,723,916    $ 6,351,359    
Sewer base fee 1,428,894    1,438,754    1,439,698    
Water sales 2,491,148    2,520,426    2,540,907    
Water base fee 562,593       568,119       562,527       
Tapping/connection fees and other revenues 335,403       723,066       2,829,888    
Intergovernmental revenues 1,428,524    4,387,611 1,459,118

TOTAL OPERATING REVENUES 12,366,874  15,361,892  15,183,497  

OPERATING EXPENSES
Treatment costs 6,214,720    5,660,886    6,084,555    
General and administrative 1,371,084    1,213,395    1,461,055    
Surcharge related expenses 495,336       529,569       581,547       
Grant related expenses 1,060,674    1,615,055    889,778       

TOTAL OPERATING EXPENSES 9,141,814    9,018,905    9,016,935    

OPERATING INCOME  
 BEFORE DEPRECIATION 3,225,060    6,342,987    6,166,562    

DEPRECIATION -                   5,661,241 5,159,378

OPERATING INCOME  3,225,060    681,746       1,007,184    

NONOPERATING REVENUES (EXPENSES)
Interest income -                   2,662           61,216         
Dividend income -                   13,966 26,596         
Unrealized gain on investment -                   191              1,737           
Interest expense -                   (469,254)      (561,389)      

TOTAL NONOPERATING 
 REVENUES (EXPENSES) -                   (452,435)      (471,840)      

CAPITAL CONTRIBUTIONS -                   99,275 -                   

CHANGE IN NET POSITION $ 3,225,060    328,586       535,344       

NET POSITION AT BEGINNING OF YEAR 79,512,237  78,976,893  

NET POSITION AT END 
 OF YEAR $ 79,840,823  $ 79,512,237  
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2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers and others $ 15,361,892     $ 15,183,497     
Cash paid to suppliers and employees (9,795,841)      (8,818,700)      

NET CASH PROVIDED BY OPERATING
 ACTIVITIES 5,566,051       6,364,797       

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
 ACTIVITIES

Proceeds from general obligation bond -                      27,882,423     
Debt principal reduction (700,000) (15,800,000)    
Interest paid on bonds (469,254)         (457,645)         
Capital contributions for infrastructure dedications (99,275)           -                      
Acquisition and construction of capital assets (7,876,028)      (6,460,956)      

NET CASH PROVIDED (USED) BY CAPITAL 
 AND RELATED FINANCING ACTIVITIES (9,144,557)      5,163,822       

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 2,662              61,216            
Dividend income received 13,966            26,596            
Investments in trust and restricted for capital improvements 191                 1,737              

NET CASH PROVIDED BY INVESTING
 ACTIVITIES 16,819            89,549            

NET INCREASE (DECREASE) IN CASH AND
 CASH EQUIVALENTS (3,561,687)      11,618,168     

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 29,139,913     17,521,745     

CASH AND CASH EQUIVALENTS AT
 END OF YEAR $ 25,578,226     $ 29,139,913     

RECONCILIATION OF OPERATING INCOME TO
 NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating income $ 781,021          $ 1,007,184       
Adjustments to reconcile operating income to net cash 
 provided by operating activities

Depreciation 5,661,241       5,159,378       
Amortization (538,353)         (103,744)         
Pension revenue -                      (23,263)           
(Increase) decrease in

Accounts receivable and accrued revenues 372,578          (472,802)         
Grant receivable 281,087          359,785          

Increase (decrease) in
Accounts payable and accrued expenses (861,109)         1,476,296       
Customer deposits and escrows (52,997)           114,705          
Surcharge liability (77,417)           (1,152,742)      

NET CASH PROVIDED BY OPERATING
 ACTIVITIES $ 5,566,051       $ 6,364,797       
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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 North Wales Water 
Authority.  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. 
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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 sewer and water system assets and the administrative 
building and renovations 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.  
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

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. 

Accounts Receivable 

Accounts receivable are presented in the statements of net position net of estimated 
uncollectible amounts.  The Authority records an allowance for estimated uncollectible 
accounts in an amount approximating anticipating losses.  Individual uncollectible accounts 
are written off against the allowance when collection of the individual accounts appears 
doubtful. 

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, 2021, $25,102,840 of the Authority’s bank 
balance of $25,602,840 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 $ 25,102,840  

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 
2020 Series Bonds, as follows: 

2021 2020

Debt service reserve account $ 1,951,724  $ 1,781,582
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NOTE D - PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consist of the following: 

Balance Balance Balance
January 1, December 31, December 31,

2020 Increases Decreases 2020 Increases Decreases 2021

Sewer system $ 104,209,664  $ 4,611,718   $ -   $ 108,821,382  $ 2,028,221    $ -    $ 110,849,603  
Water system 34,614,551    1,849,238   -   36,463,789   5,947,082    -    42,410,871    
Equipment 455,324    -    -   455,324    -   -    455,324    
Administration building 
 and renovations 493,747    -    -   493,747    -   -    493,747    

139,773,286  6,460,956   -   146,234,242  7,975,303    -    154,209,545  
Accumulated depreciation (64,097,110)   (5,159,378)  -   (69,256,488)   (5,661,241)   -    (74,917,729)   

$ 75,676,176    $ 1,301,578   $ -   $ 76,977,754   $ 2,314,062    $ -    $ 79,291,816    

Depreciation expense was $5,661,241 and $5,159,378 in 2021 and 2020, respectively. 

During 2021, $99,275 of capital contributions was recognized for infrastructure dedications. 

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. 
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NOTE E - DEFINED BENEFIT PENSION PLAN (Continued) 

Reporting Delays 

Due to the delays by the Pennsylvania Municipal Retirement System (“PMRS”), no 
information is available for the current year.  As such, the amounts reported on the 
Statement of Net Position related to the Net Pension Asset and the Deferred inflows and 
outflows of resources relating to pensions remained unchanged from the prior year.   

NOTE F - LONG-TERM LIABILITIES 

In October 2020, Water and Sewer Revenue Bonds, Series of 2020 in the amount of 
$22,955,000 were issued for the purpose of currently refunding the outstanding 2010C 
Bonds, financing and/or reimbursing the costs of various capital improvements of the 
Authority, deposit to the Debt Service Reserve Fund and paying costs of issuing the bonds.   

The bonds were issued pursuant to a Trust Indenture dated November 1, 2010 by and 
between the Authority and Univest National Bank and Trust Co. and the First Supplemental 
Trust Indenture dated October 15, 2020 by and between U.S. Bank National Association. 
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. 

Future payments under the 2020 Bonds are summarized as follows for the year ending 
December 31, 2021:  

Total
Year Ending Principal Interest Net Debt

December 31, Amount Amount Service

2022 $ 800,000   $ 978,450  $ 1,778,450   
2023 840,000   938,450  1,778,450   
2024 880,000   896,450  1,776,450   
2025 925,000   852,450  1,777,450   
2026 to 2030 5,380,000    3,519,250   8,899,250   
2031 to 2035 6,225,000    2,188,800   8,413,800   
2036 to 2040 7,205,000    887,000  8,092,000   

$ 22,255,000   $ 10,260,850   $ 32,515,850   
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NOTE F - LONG-TERM LIABILITIES (Continued) 
 

Long-term liability activity for the year ended December 31, 2021, is as follows: 
 

Balance Balance
January 1, December 31, Due Within

2021 Additions Retirements 2021 One Year

Bond Payable
Series of 2020 $ 22,955,000    $ -                  $ (700,000)       $ 22,255,000    $ 800,000

Bond premium 4,927,423      -                  (538,353)       4,389,070      -                
TOTAL LONG-TERM

  LIABILITIES $ 27,882,423 -                  (1,238,353) 26,644,070 800,000

Balance Balance
January 1, December 31, Due Within

2020 Additions Retirements 2020 One Year

Bond Payable
Series of 2010 $ 15,800,000 $ -                  $ (15,800,000) $ -                    $ -               
Series of 2020 -                    22,955,000  -                    22,955,000    700,000

Net Pension Liability 437,267 -                  (437,267)       -                    -               
Bond premium -                    5,031,167    (103,744)       4,927,423      -                

TOTAL LONG-TERM
  LIABILITIES $ 16,237,267    $ 27,986,167  $ (16,341,011)  $ 27,882,423    $ 700,000   

 
 
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. 
 
 



 

 

REQUIRED SUPPLEMENTARY INFORMATION 
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULE OF CHANGES IN NET PENSION PLAN
LIABILITY AND RELATED RATIOS
LAST SEVEN FISCAL YEARS

2020 2019 2018

TOTAL PENSION LIABILITY
Service cost $ N/A $ 147,783        $ 132,782        
Interest N/A 196,676        179,289        
Changes of benefit terms N/A -                   34,136          
Changes of assumptions N/A -                   115,263        
Differences between expected and actual experience N/A -                   -                   
Benefit payments N/A (133,331)      (156,962)      

NET CHANGE IN TOTAL PENSION
 LIABILITY N/A 211,128        304,508        

Total pension liability, beginning 3,875,363     3,664,235     3,359,727     

TOTAL PENSION LIABILITY,
 ENDING (a) $ 3,875,363     $ 3,875,363     $ 3,664,235     

PLAN FIDUCIARY NET POSITION
Contributions

Employer $ N/A $ 94,827          $ 105,653        
PMRS assessment N/A 780               720               
Member N/A 44,268          39,768          

Net investment income N/A 184,085        174,082        
Market value investment income N/A 515,406        (425,502)      
Benefit payments, including refunds of member
 contributions N/A (133,331)      (156,962)      
Administrative expense N/A (7,143)          (8,389)          

NET CHANGE IN PLAN FIDUCIARY
 NET POSITION N/A 698,892        (270,630)      

Plan fiduciary net position, beginning 3,925,860     3,226,968     3,497,598     

PLAN FIDUCIARY NET POSITION,
 ENDING (b) $ 3,925,860     $ 3,925,860     $ 3,226,968     

NET PENSION LIABILITY (ASSET), 
 ENDING (a)-(b) $ (50,497)        $ (50,497)        $ 437,267        

PLAN FIDUCIARY NET POSITION AS A    
 PERCENTAGE OF THE TOTAL PENSION LIABILITY 101.30% 101.30% 88.07%

COVERED-PAYROLL $ N/A $ 1,475,597     $ 1,325,632     

NET PENSION LIABILITY AS A PERCENTAGE OF
 COVERED-PAYROLL N/A 3.42% -32.99%



2017 2016 2015 2014

$ 117,926        $ 107,810        $ 107,409        $ 112,764        
170,271        160,545        154,843        150,235        

-                   -                   -                   -                   
-                   89,994          (36,310)        -                   
-                   64,746          -                   (62,563)        

(106,245)      (111,516)      (133,546)      (89,625)        

181,952        311,579        92,396          110,811        
3,177,775     2,866,196     2,773,800     2,662,989     

$ 3,359,727     $ 3,177,775     $ 2,866,196     $ 2,773,800     

$ 101,827        $ 101,013        $ 98,470          $ 90,415          
660               600               580               -                   

35,319          33,783          32,010          30,317          
165,694        163,201        153,210        164,127        
361,906        62,397          (142,439)      -                   

(106,245)      (111,516)      (133,546)      (89,625)        
(8,200)          (8,555)          (6,967)          (6,058)          

550,961        240,923        1,318            189,176        
2,946,637     2,705,714     2,704,396     2,515,220     

$ 3,497,598     $ 2,946,637     $ 2,705,714     $ 2,704,396     

$ (137,871)      $ 231,138        $ 160,482        $ 69,404          

    
104.10% 92.73% 94.40% 97.50%

$ 1,177,322     $ 1,126,116     $ 1,067,029     $ 1,110,832     

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, 2019

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 2.8%
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

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 SEVEN FISCAL YEARS

2020 2019 2018

ACTUARIALLY DETERMINED CONTRIBUTION $ N/A $ 95,547       $ 83,865       

CONTRIBUTIONS IN RELATION TO THE 
 ACTUARIALLY DETERMINED CONTRIBUTION N/A 95,607       106,373     

CONTRIBUTION EXCESS $ N/A $ (60)             $ (22,508)      

COVERED-PAYROLL $ N/A $ 1,475,597  $ 1,325,632  

CONTRIBUTION AS A PERCENTAGE OF 
 COVERED-PAYROLL N/A 6.48% 8.02%

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 2019.



2017 2016 2015 2014

$ 102,407     $ 101,573     $ 99,010       $ 90,415       

102,487     101,613     99,050       90,415       

$ (80)             $ (40)             $ (40)             $ -                 

$ 1,177,322  $ 1,126,116  $ 1,067,029  $ 1,110,832  

8.71% 9.02% 9.28% 8.14%
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULE OF INVESTMENT RETURNS
LAST SEVEN FISCAL YEARS

2020 2019 2018

ANNUAL MONEY-WEIGHTED RATE OF RETURN, 
 NET OF INVESTMENT EXPENSE N/A 19.56% -4.57%

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 2019.



2017 2016 2015 2014

17.84% 8.23% -0.27% 5.20%
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HORSHAM WATER AND SEWER AUTHORITY
SCHEDULES
YEARS ENDED DECEMBER 31, 2021 AND 2020

2021
Original and
Final Budget Actual 2020

TREATMENT COSTS
Electric $        400,050 $        264,168 $        293,242 
Engineering        210,000        211,522        175,490 
Employee benefits        624,158        586,766        494,998 
Maintenance, repairs and supplies     1,057,850        771,321        911,519 
Outside services          80,250          57,667          56,893 
Payroll and payroll taxes     1,126,444     1,102,314     1,045,200 
Treatment and system costs     2,366,650     2,224,791     2,716,381 
Water purchases        349,318        442,337        390,832 

TOTAL TREATMENT COSTS $     6,214,720 $     5,660,886 $     6,084,555 

GENERAL AND ADMINISTRATIVE EXPENSES
Advertising $          10,000 $            3,542 $            5,257 
Bond issuance costs                   - -                         249,281 
Bad debt expense                   -          12,072                   - 
Computer-related expenses        109,240        129,481        108,534 
Employee benefits        203,278        309,642        193,488 
Insurance        143,505        103,147        175,574 
Memberships and dues          10,000            4,948            2,891 
Office supplies and miscellaneous expenses        118,055          75,373        118,169 
Professional fees        156,500        100,588        101,448 
Salaries and payroll taxes        583,246        447,669        478,129 
Telephone          37,260          26,933          28,284 

TOTAL GENERAL AND
 ADMINISTRATIVE EXPENSES $     1,371,084 $     1,213,395 $     1,461,055 

SURCHARGE RELATED EXPENSES
Maintenance, repairs and supplies $        186,414 $        215,006 $        242,047 
Professional fees          17,603          31,871          40,105 
Staffing          94,114          85,487          70,331 
Water purchases        197,205        197,205        229,064 

TOTAL SURCHARGE RELATED
 EXPENSES $        495,336 $        529,569 $        581,547 

GRANT RELATED EXPENSES
Insurance $          97,500 $            7,546 $          73,020 
Maintenance, repairs and supplies        218,590          36,326          47,805 
Office supplies and miscellaneous expenses          18,250          62,491          73,947 
Professional fees          82,351          48,145          69,380 
Treatment and system costs        448,834     1,341,300        508,863 
Water purchases        195,149        119,247        116,763 

TOTAL GRANT RELATED
 EXPENSES $     1,060,674 $     1,615,055 $        889,778 
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