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Independent Auditors’ Report

Honorable Mayor and Borough Council
Borough of Forty Fort
Forty Fort, Pennsylvania

Report on the Audit of the Financial Statements
Opinions

We have audited the modified cash basis financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the Borough of Forty Fort, Pennsylvania, as of and for the year
ended December 31, 2023, and the related notes to the financial statements, which collectively comprise
the Borough of Forty Fort’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective modified cash basis financial position of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the Borough of Forty Fort, as of December 31, 2023, and the respective
changes in financial position — modified cash basis and, where applicable, cash flows, thereof for the year
then ended in accordance with the modified cash basis of accounting described in Note 1.

Basis for Opinions

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 the Borough of Forty Fort, 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.

Emphasis of Matter — Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America. Our
opinions are not modified with respect to this matter.



Independent Auditors’ Report

(Cont'd)

Honorable Mayor and Borough Council
Borough of Forty Fort

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting described in Note 1, and for determining that the
modified cash basis of accounting is an acceptable basis for the preparation of the financial statements in
the circumstances. Management is also responsible 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.

Auditor’s 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 opinions. 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 the Borough of Forty Fort’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 the Borough of Forty Fort’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.



Independent Auditors’ Report

(Cont'd)

Honorable Mayor and Borough Council
Borough of Forty Fort

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary
comparison information on pages 41 through 42 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.

Management has omitted a management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of the
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinions on the basic financial statements are not affected by this missing
information.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Borough of Forty Fort’s basic financial statements. The supplementary information listed in
the table of contents is presented for purposes of additional analysis and is not a required part of the
basic financial statements.

The supplementary information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
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 supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

November 18, 2024



Other

Special

Revenue Debt

Funds Service
ASSETS

Cash — unrestricted

$ - 8 -
Cash — restricted

40,442 80,707
Investments

Due from other funds

- _ 16,925

Total assets

$_40442 §__97632

LIABILITIES AND FUND BALANCE

Accrued expenses
- $ -
Due to other funds

Due to other governmental funds

Total Liabilities __265,190
= _ 271,657

Fund balances:

Restricted
40,442 97,632
Unassigned

Total fund balances

40442  __97.632

Total liabilities and fund balances

$_40442 $__97.632

BOROUGH OF FORTY FORT, PENNSYLVANIA

Balance Sheet — Modified Cash Basis

Governmental Funds
December 31, 2023

General
Total

$ 274,972
$ 274,972

965,863

778,319
__6.467
23,392

$_281.439
$.2.042 546

$ 3,260
$ 3,260
16,925
23,392

245,005

Highway
Aid

Capital
Reserve

$ -

549,909

778,319

LSA
Grant

Eund

$ -
39,910

Bike

Trail

$ -
161,796

American
Recovery

Act Fund

Road
Turnback

Eund

$_62.962

$.1.328 228

$.39910

$.161.796

$_30.137

1,754,640

16,249
16,24

16,24
1.770.889

$_281.439
$2.042 546

6.467

1,328,228

33,443

161,796

$_62,962

1.328.228

$.1.328,228

33.443

$.39.910

161.796

$.161,796

$_30,137

See accompanying notes to financial statement.



Other
Special

Revenue Debt

Funds Service

Revenue:
Taxes

$ - $ 100,725
Licenses and permits

Fines and forfeits

Investment & rents

99 175
Charges for services
35,621 -

Intergovernmental revenues
Other revenues
112 -

Total revenue

35832 _100.900

Expenditures:
Current:
General government
315 -
Public safety
Public works
4,393 -
Parks and recreation
27,329 -
Employee benefits

Judgements and losses
Debt service — Principal
- 86,606
Debt service — Interest
- 20,242
Insurance

Miscellaneous

Total expenditures

32,037 _106.848

Excess (deficiency) of revenue
over expenditures

3.795 —(5,948)

Other financing sources (uses):
Refund of prior year expenditures

Operating transfers in

Operating transfers out

(70.844) S

70,844) -
Excess (deficiency) of revenue

BOROUGH OF FORTY FORT, PENNSYLVANIA
Statement of Revenues, Expenditures and Changes in Fund Balance — Modified Cash Basis
Governmental Funds
Year Ended December 31, 2023

General
Total

$ 1,923,932
$ 2,024,657
144,179
144,179
36,958
36,958

838

30,129
190,583
226,204
211,553
1,850,871

— 54,363
54,475

25624
4367473

402,189
479,325
1,149,394
1,412,014
558,426
2,846,958
48,868
76,197
400,694
400,694
76,233
76,233
122,080
208,686
21,267
41,509
148,321
148,321
—5.022
— 5.022

2,932,494
5,694,950

_(370,088)
(1.327.486)

4,372
4,372
228,516
297,753
__(68.969)
—(191.261)

163919
110,864

LSA Bike American Road

Highway Capital Grant Trail Recovery  Turnback

Aid Reserve Fund Fund Act Fund Fund

$ - - - -8 -3 -

62 28,834 44 34 6 37

120,582 - 1,518,736 - - -

120.644 28,834 1,518.7 34 6 37

- 76,821 - - - -

- 8,800 253,820 - - -

116,004 387,024 1,232,649 - 186,746 361,716
11 4 472,645 1,486.4 - 186.74 1.71

4,640 443 811) 32.311 34 (186.740) (361.679)

268 68,375 594 - - -

_ (9.180)  __(42.000) - - - (268)

_(8912) __ 26,375 594 - - ___ (268)




and other sources over
expenditures and other uses (206,169) (4,272) (417,436) 32,905 34

(186,740) (361,947)
(67,049) (5,948) (1,216,622)
Fund balance (deficit) - beginning 222,41 67,234 1,745,664 538 161.762 216,877 361,947
107,491 103,580 2,987,511
Fund balance (deficit) - ending $___16.249 $_62.962 $1.328228 $___33443 $.161,796 $_30,137 $ -
$_40442  $_97.632 $_1.770.880

See accompanying notes to financial statements.



BOROUGH OF FORTY FORT, PENNSYLVANIA

Statement of Net Position — Modified Cash Basis — Proprietary Funds

ASSETS
Cash and cash equivalents
Fixed assets
Due from general fund
Total Assets

LIABILITIES

Due to other funds
Accounts payable

Total Liabilities
NET POSITION
Net Position — Unrestricted
Total Net Position

Total Liabilities and Net Position

See accompanying Notes to Financial Statements.

December 31, 2023

Sewer
Fund

$ 391,198
2,127,034
245,005

$2.763.237

2.763.237

2.763.237

$2.763.237

Garbage
Fund

$ 36,479

$_36.479

36.479

36.479
$_36.479

Total

$ 427,677
2,127,034
245,005

$2.790.716

2.799.716

2.799.716

$2.790.716



Statement of Revenues, Expenses and Changes in Fund Net Position — Modified Cash Basis —

BOROUGH OF FORTY FORT, PENNSYLVANIA

Proprietary Funds
For the Year Ended December 31, 2023

Sewer Garbage
Fund Fund
Operating Revenues:

Charges for services $_ 332,564 $__ 85,900
Total Operating Revenues 332,564 85,900
Operating Expenses:

Sewer operations 40,080 -

Refuse operations - 75.309
Total Operating Expenses 40.080 75,309
Operating Income (Loss) 292,484 10,591
Non-Operating Revenues (Expenses):

Transfers to other funds (106,492) -

Interest income 591 3
Total Non-Operating (Expenses) (105,901) 3
Change in Net Position 186,583 10,594
Net Position, Beginning of Year 2,576,654 25,885

Net Position, End of Year

$2.763237 $_36.479

See accompanying Notes to Financial Statements.

Total

$__418.464

418.464

40,080
75,309

115.389

303.075

(106,492)
594

(105.898)
197,177
2,602,539

$2.799.716



BOROUGH OF FORTY FORT, PENNSYLVANIA

Statement of Cash Flows — Modified Cash Basis — Proprietary Funds

For the Year Ended December 31, 2023

Cash Flows from Operating Activities:

Cash received from residents
Cash payments for operating expenses

Net cash provided by operating activities
Cash Flows from Noncapital Financing Activities:
Increase in amounts due from other
governmental funds
Transfers to other governmental funds
Net Cash (Used) in Noncapital Financing Activities
Cash Flows from Investing Activities:
Receipts of investment income
Net Cash Provided by Investing Activities
Net Increase/(Decrease) in Cash
Cash — January 1, 2023
Cash — December 31, 2023

Reconciliation of Operating Income to
Net Cash Provided by Operating Activities

Operating income
Adjustments to reconcile operating income to

net cash provided by operating activities:
Decrease in accrued expenses

Sewer
Fund

$ 332,564
(51.184)

281,380

(150,000)
(106.492)

(256.492)

591
591
25,479

365.719

$__391,198

292,484

(11.104)
$_281.380

Garbage
Fund

$ 85,900
(75.309)

10.591

(50.000)
(50.000)

3

3

(39,406)
75.885

$_36.479

10,591

$_10,591

See accompanying Notes to Financial Statements.

Total

$ 418,464
(126.493)

291,971

(150,000)
(156.492)

(306.492)

594
594
(13,927)

441.604

$_427.677

303,075

(11.104)
$_291.971



BOROUGH OF FORTY FORT, PENNSYLVANIA

Fiduciary Funds
Statement of Fiduciary Net Position — Modified Cash Basis
December 31, 2023

Police
Total

Assets

Investments $ 2,102,427
$ 4,504,308
Receivables -

Total assets

4,504,308

$2.102.427

Liabilities and Net Assets
Liabilities:

Accounts payable -

Total liabilities . -
-

Net Position:

Reserved for retirement $2.102,427

4,504,308

Total net position 2,102,427

4,504,308

Total liabilities & net position  $.2,102,427
4,504,308

Fire

Non-Uniformed

$ 1,995,051

$.1.995,051

$.1,995.051

1.995.051

$.1.995,051

$ 406,830

$__406.830

$__406.830

406.830

$__406.830

See accompanying Notes to Financial Statements.



BOROUGH OF FORTY FORT, PENNSYLVANIA
Fiduciary Funds
Statement of Changes in Fiduciary Net Position — Modified Cash Basis
Year Ended December 31, 2023

Police Fire Non-Uniformed

Total
Additions
Contributions $ 124,880 $ 15,466 $ 52,791
193,137
Investment income (loss),

includes net appreciation

(depreciation) in fair

value of investments 267,643 251,479 47,550
566,672
Other income - - -
Total additions 392,523 266,945 100,341
759,809
Deductions
Retirement benefits paid 250,035 132,239 18,000
400,274
Other expenses 22,996 22,257 11.081
56,334
Total deductions 273,031 154,496 29,081
456,608
Change in net position 119,492 112,449 71,260
303,201
Net position - beginning 1,982,935 1,882,602 335,570
4,201,107
Net position - ending $.2,102,427 $.1,995,051 $_406,830
4,504,308

See accompanying Notes to Financial Statements.
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Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

NOTE 1 — Summary of Significant Accounting Policies

Financial Reporting Entity

The Borough of Forty Fort, Pennsylvania, (the “Borough”) was incorporated in 1887 and operates
under an elected mayor/council form of government. The Borough’s major services include general
government, public safety, public works, parks and recreation, and community redevelopment and
assistance.

All significant activities and organizations on which the Borough exercises oversight responsibility
have been included in the Borough's financial statements for the year ended December 31, 2023.
The criteria used in determining the scope of the financial reporting entity is based on the provisions
of Governmental Accounting Standards Board (GASB) Statements No. 14, The Financial Reporting
Entity, and No. 39, Determining Whether Certain Organizations are Component Units (an
amendment of No. 14), and No. 61, The Financial Reporting Entity: Omnibus - an Amendment of
GASB Statements No. 14 and No. 34, and No. 80, Blending Requirements for Certain Component
Units - an Amendment of GASB Statement No. 14. The GASB is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The following
criteria regarding manifestation of oversight were considered by the Borough in its evaluation of
Borough organizations and activities:

- Financial interdependency - The Borough is responsible for its debts and is entitled to
surpluses. No other separate agency except for the component unit described below
receives a financial benefit nor imposes a financial burden on the Borough.

- Election of the government authority - The Mayor and the Council are responsible for all
public decisions and accountable for the decisions it makes. The Mayor is responsible for
the deciding vote when the Council is equally divided.

- Designation of management - The Council hires all members of the management team. The
activities under the purview of management are within the scope of the reporting entity and
management is accountable to the Council for the activities being managed.

- Ability to significantly influence operations - The Council has authority to significantly
influence operations. This authority includes, but is not limited to, control over all assets,
including facilities and properties, short-term borrowings, signing contracts, establishing a
budget, levying taxes, issuing bonded debt and developing programs to be provided.

- Accountability of fiscal matters - The responsibility and accountability over all funds are
vested in the Council.

12



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

The more significant of the Borough’s accounting policies are described below:

Basis of Presentation

The basic financial statements include both government-wide statements and fund financial
statements. The government-wide statements focus on the Borough as a whole, while the fund
financial statements focus on major funds. Each presentation provides valuable information that
can be analyzed and compared between years and between governments to enhance the
usefulness of the information.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds, each of which is
considered to be a separate accounting entity. Each fund is accounted for by providing a
separate set of self-balancing accounts that constitutes its assets, liabilities, fund equity,
revenues and expenditures/expenses. Separate statements are presented for governmental
funds, proprietary funds and fiduciary fund categories. The emphasis of fund financial
statements is on major funds, each displayed in a separate column. A fund is considered to be
major if it is the primary operating fund of the Borough or meets the following criteria in
accordance with GASB Statement No. 34:

- total assets, liabilities, revenues or expenditures/expenses of that individual
governmental fund or proprietary fund are at least 10 percent of the
corresponding total for all funds of that category or type, and

- total assets, liabilities, revenues, or expenditures/expenses of the individual
governmental fund or enterprise fund are at least 5 percent of the corresponding
total for all governmental or enterprise funds combined.

All funds not meeting the above criteria are reported as “other funds” in the fund financial
statements. Fiduciary funds are aggregated and reported by fund type. At its discretion, the
Borough may designate any fund not meeting the above criteria to be reported as major funds.
The funds of the reporting entity are described below:

Governmental Funds

General Fund:
The General Fund is the primary operating fund of the Borough and is always classified as a

major fund. It is used to account for all activities except those legally or administratively
required to be accounted for in other funds.

13



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

Special Revenue Funds:

Special revenue funds are used to account for the proceeds of the specific revenue sources that
are either legally restricted to expenditures for specified purposes or designated to finance
particular functions or activities of the Borough. The Borough includes the following special
revenue funds:

Fund Description Major/Non-major
Highway Aid Fund Accounts for gasoline excise and Maijor

commercial vehicle taxes legally
restricted for street and alley improvements.

Shade Tree Fund Used to account for revenues and Non-Major
expenditures for the Borough’s Shade
Tree Program.

Capital Reserve Fund Used to account for funding the Major
acquisition or construction of major
capital expenditures not financed by
other funds.

LSA Grant Fund Used to account for grant revenues Major
and expenditures associated with
Local Share Act grant funding.

Historic Commission Fund Used to record the activity of the Non-Major
Borough’s Historic Commission

Ambulance Fund Used to account for the purchase of Non-Major
safety related expenditures.

Bike Trail Fund Used to account for the development Major
of a bike trail within the Borough.

Recreation Fund Used to account for revenues and Non-Major
expenditures associated with
recreation related activities.

Pool Fund Used to account for revenues and Non-Major
expenditures associated with the
Borough’s public pool that are not
financed by other funds

Stormwater Fund Used to account for the revenues and Non-Major

expenses associated with the
Borough’s stormwater program.

14



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

Fund Description Major/Non-major
American Recovery Used to account for grant revenues Major
Act Fund and expenditures associated with
American Recovery Act grant
funding.
Road Turnback Fund Used to account for road expenditures Major

conducted within the Borough.

Paving Fund Used to account for paving projects Non-Major
within the Borough.

Proprietary Fund

Enterprise Fund:

Enterprise funds are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges, and the measurement of financial
activity focuses on net income measurement similar to the private sector. The Borough includes
the following enterprise fund:

Fund Description Major/Non-major
Sewer Fund Accounts for the activities of the public Major

trust in providing sewage services to
the residents of the Borough.

Garbage Fund Accounts for the activities associated Non-Major

with garbage collection provided by
the Borough.

It is the Borough’s policy not to depreciate fixed assets accounted for in its proprietary type
funds.

15



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

Fund Type
Fiduciary:

Fiduciary funds account for assets held by the Borough as a trustee or agent for individuals,
private organizations and other units of government. The Borough reports the following fund

type:

Fund Type Description
Pension Trust Funds Account for pension benefits for Borough employees. The

principal revenue sources for this fund are employee contributions
and grants from the Commonwealth of Pennsylvania.

Financial Reporting

In June 2017, the GASB issued Statement No. 87, Leases. This Statement provides guidance
to better meet the information needs of financial statement users by improving accounting and
financial reporting for leases by governments. The provisions of this Statement are effective for
reporting periods beginning after June 15, 2021 and management has determined that this
standard does not affect these financial statements.

In January 2020, the GASB issued Statement No. 92, Omnibus 2020. This Statement improves
the consistency of authoritative literature by addressing practice issues that have been identified
during implementation and application of certain GASB Statements. The provisions of this
Statement are effective for reporting periods beginning after June 15, 2021 and have been
implemented in these financial statements.

In June 2020, the GASB issued Statement No. 97, Certain Component Unit Criteria, and
Accounting and Financial Reporting for Internal Revenue Code (IRC) Section 457 Deferred
Compensation Plans. This Statement increases consistency and comparability related to the
reporting of fiduciary component units in circumstances in which a potential component unit
does not have a governing board and the primary government performs the duties that a
governing board typically would perform, as well as provides guidance for various employee
benefit plans and IRC Section 457 deferred compensation plans. The provisions of this
Statement that apply to component unit arrangements other than defined contribution pension
plans, defined contribution OPEB plans, or other employee benefit plans are effective for fiscal
years beginning after June 15, 2021 and have been implemented in these financial statements;
the provisions of this Statement that apply to component unit arrangements of defined
contribution pension plans, defined contribution OPEB plans, and other employee benefit plans
are effective immediately.

In April 2022, the GASB issued Statement No. 99, Omnibus 2022. This Statement enhances
comparability in accounting and financial reporting and improves the consistency of authoritative
literature by addressing practice issues that have been identified during implementation and
application of certain GASB statements and accounting and financial reporting for financial
guarantees. Some provisions of this Statement, including terminology updates, are effective
immediately, while other requirements of this Statement are effective for reporting periods
beginning after June 15, 2022 and June 15, 2023. Management has not yet determined the
impact this Statement has on the financial statements.

16



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

Financial Reporting

In June 2022, the GASB issued Statement No. 100, Accounting Changes and Error Corrections -
an Amendment of GASB Statement No. 62. This Statement enhances accounting and financial
reporting requirements for accounting changes and error corrections to provide more
understandable, reliable, relevant, consistent, and comparable information for making decisions or
assessing accountability. The provisions of this Statement are effective for accounting changes
and error corrections made in fiscal years beginning after June 15, 2023. Management has not yet
determined the impact this Statement has on the financial statements.

In June 2022, the GASB issued Statement No. 101, Compensated Absences. This Statement
enhances the information needs of financial statement users by updating the recognition and
measurement guidance for compensated absences. That objective is achieved by aligning the
recognition and measurement guidance under a unified model and by amending certain previously
required disclosures. The provisions of this Statement are effective for fiscal years beginning after
December 15, 2023. Management has not yet determined the impact this Statement has on the
financial statements.

In December 2023, the GASB issued Statement No. 102, “Certain Risk Disclosures.” This
Statement provides users of government financial statements with essential information about risks
related to a government’s vulnerabilities due to certain concentrations or constraints. This
Statement requires a government to assess whether a concentration or constraint makes that
primary government reporting unit or other reporting units that report a liability for revenue debt
vulnerable to the risk of a substantial impact. Additionally, this Statement requires a government to
assess whether an event or events associated with a concentration or constraint that could cause
the substantial impact have occurred, have begun to occur, or are more likely than not to begin to
occur within 12 months of the date the financial statements are issued. The provisions of this
Statement are effective for reporting periods beginning after June 15, 2024. Management has not
yet determined the impact this Statement has on the financial statements.

Basis of Accounting and Measurement Focus

In the government-wide Statement of Net Position and Statement of Activities, governmental
activities are presented using the modified cash basis of accounting. The modified cash basis of
accounting recognizes revenues when received rather than when earned and expenditures when
paid rather than when the liability is incurred. In the fund financial statements, a modified cash
basis of accounting is used whereby the investments of the fiduciary fund types are recorded at fair
value and unrealized gains and losses are included in changes in fund balances for the year.

As a result of the use of the modified cash basis of accounting, certain assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet
collected) and certain liabilities and their related expenses (such as accounts payable and
expenses for goods or services received but not yet paid, and accrued expenses and liabilities) are
not recorded in these financial statements. This basis is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America.

17



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

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

Governmental Fund Balances

Effective January 1, 2011, the Borough implemented GASB Statement No. 54 “Fund Balance
Reporting and Governmental Fund Type Definitions.” This statement provides more clearly defined
fund balance categories to make the nature and extent of the constraints placed on a government’s
fund balance more transparent. The following classifications describe the relative strength of the
spending constraints placed on the purposes for which resources can be used:

Restricted Fund Balance

Represents amounts constrained to specific purposes by their provisions (such as grantors,
bondholders, and higher levels of government) through constitutional provisions, or by
enabling legislation.

Unassigned Fund Balance

Represents amounts that are available for any purpose and includes all spendable amounts
not contained in the other classifications.

It is the Borough'’s policy to first use restricted funds prior to the use of unassigned funds when an
expense is incurred for purposes for which both restricted and unassigned fund balances are
available.

Budgets and the Budgetary Process

The Council of the Borough adopts an annual operating budget, which can be amended by the
Council throughout the year. Formal budgetary accounting is employed as a management control
for all funds of the Borough, and legal budgets are adopted for those funds as well. The modified
cash basis of accounting is used for both budgetary and financial reporting purposes.

With proper approval by the Council of the Borough, budgetary transfers between departments can
be made. The annual operating budget is adopted each year through passage of an annual
budget ordinance and is amended as required from time to time. The budgeted financial
statements represented in this report reflect the final budget authorization, including all
amendments.

All unencumbered budget appropriations lapse at the end of each year.
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Total Columns on Combined Statements

Total columns on the combined statements are presented only to aid in financial analysis. Data
in these columns do not present consolidated information. Inter-fund eliminations have not
been made in the aggregation of this data.

Cash Equivalents

For purposes of presentation in the accompanying modified cash basis financial statements, the
Borough classifies all highly liquid instruments with an original maturity of three months or less
when purchased to be cash equivalents.

Investments

Investments are carried at fair value in the accompanying modified cash basis financial
statements and unrealized gains and losses are included in the changes in fund balances for
the year.

Inter-Fund Balances and Activities

In the process of aggregating the financial information for the government-wide Statement of

Net Position and Statement of Activities, amounts, if any, reported as inter-fund activity and
balances in the fund financial statements have been eliminated or reclassified.

Fund Financial Statements

Inter-fund activity within and among the governmental and proprietary fund categories is
reported as follows in the fund financial statements:

1. Inter-fund loans — Amounts provided with a requirement for repayment are reported as
inter-fund receivables and payables.

2. Internal services — Sales or purchases of goods and services between funds are
reported as revenues and expenditures/expenses.

3. Inter-fund reimbursements — Repayments from funds responsible for certain
expenditures/expenses to the funds that initially paid for them are not reported as
reimbursements but as adjustments to expenditures/expenses in respective funds.

4. Inter-fund transfers — Flow of assets from one fund to another where repayment is not
expected are reported as transfers in or out.
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Property Tax Revenues and Property Tax Calendar

Property taxes are levied on March 1 based on the assessed value of property. Assessed
values are approximations of market value. No statute exists for the frequency of assessed
valuations of real property. The last assessed valuation was made in 2009 with the previous
assessment conducted in 1965.

Property taxes collected are remitted to the Borough by an appointed tax collector. Taxes are
levied annually and are due based on the following payment schedule:

Discount Period: March 1 to April 30
Face Period: May 1 to June 30
Penalty Period: July 1 to January 15

The taxes are recorded as revenue in the year received. Taxes remaining unpaid as of January
15 are turned over to Luzerne County for collection each January 16. Delinquent tax payments
received throughout the year are recorded as revenue in the year received.

Pension Costs

Pension costs are actuarially computed. The Borough'’s policy is to record pension costs when
paid.

Sick Pay and Vacation Pay

The Borough provides for accumulation of sick pay which is payable upon retirement or early
retirement and is computed in accordance with the terms of negotiated collective bargaining
agreements.

The Borough also provides for unused vacation time which is payable upon retirement or
termination and is computed in accordance with the terms of the negotiated collective
bargaining agreement.

Revenues and Expenditures/Expenses

Revenues for governmental funds are recorded when they are received. Generally, tax
revenues, fees, and non-tax revenues are recognized when received. Unrealized gains on
investments are included in investment income. Grants from other governments are recognized
when qualifying expenditures are incurred. Expenditures for governmental funds are recorded
when paid.
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Use of Estimates

The preparation of financial statements in conformity with the modified cash basis of accounting
requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

NOTE 2 - Deposits and Investments

Pennsylvania statutes provide for investment of Governmental Funds into certain authorized
investment types including:

1. United States Treasury bills, short-term obligations of the United States Government or
its agencies.
2. Deposits in savings accounts or time deposits or share accounts of institutions insured

by the Federal Deposit Insurance Corporation or the Federal Savings and Loan
Insurance Corporation or the National Credit Union Share Insurance Fund to the extent
that such accounts are so insured, and for any amounts above the insured maximum,
provided that approved collateral as provided by law shall be pledged by the depository.

3. Obligations of the United States of America or any of its agencies or instrumentalities
backed by the full faith and credit of the United States of America, the Commonwealth of
Pennsylvania or any of its agencies or instrumentalities backed by the full faith and credit
of the Commonwealth, or of any political subdivision of the Commonwealth of
Pennsylvania or any of its agencies or instrumentalities backed by the full faith and credit
of the political subdivision.

4. Shares of an investment company registered under the Investment Company Act of
1940, whose shares are registered under the Securities Act of 1933, provided that the
only investments of that company are in the authorized investments listed above.

In addition to the investments authorized for its general operations, Pennsylvania statutes
prescribe a "prudent person rule" for a Borough's fiduciary funds to make investments in
securities in which a prudent person of discretion and intelligence, who is seeking reasonable
income and preservation of capital, would buy.
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Deposits of the Governmental and Proprietary Funds are maintained in money market, time
deposit, and demand deposit accounts. Investments of the Fiduciary Funds are administered
by trustees and are held separately from those of other municipal funds. There were no deposit
or investment transactions during the year that were in violation of state statutes. As of
December 31, 2023, the Borough had the following deposits:

Carrying Bank
Amount Balance

GOVERNMENTAL ACTIVITIES
Money market and savings $ 560,407 $ 560,407
Demand deposits 680,428 673,207

TOTAL GOVERNMENTAL ACTIVITIES 1.240.835 1.233.614

BUSINESS TYPE ACTIVITIES

Money market 129,630 129,630
Demand deposits 298,047 300,555
TOTAL BUSINESS-TYPE ACTIVITIES 427,677 430,185

$1.668,512  $1.663,799

Custodial credit risk is the risk that in the event of a bank failure, the Borough’s deposits may
not be returned to it. The Borough does not have a deposit policy addressing custodial credit
risk. As of December 31, 2023, $1,146,251 of the Borough’s bank balance was exposed to
custodial credit risk because it was uninsured and the collateral held by the depository was not
in the Borough’s name. Furthermore, any balance in excess of the insurance limits is required
to be collateralized by a pool of eligible securities in accordance with the act of the General
Assembly of the Commonwealth of Pennsylvania as of August 6, 1971 (P.L. 281, No. 72).

General fund cash, as reflected in the Balance Sheet — Modified Cash Basis — Governmental
Funds, includes $9,647 represented by the Borough payroll account. Corresponding payroll tax
liabilities are included in liabilities at December 31, 2023. The payroll account is not a fund unto
itself but is rather a cash account and, accordingly, a statement of cash receipts and
expenditures is not presented since the actual payroll costs are reflected in the general fund.

As of December 31, 2023, the Borough had the following investments:

Average

Weighted

Fair Maturity

Investment Type Value (Years)

Balanced funds (Police Pension) $ 2,102,427 N/A
Balanced funds (Firemens Pension) 1,995,051 N/A
Balanced funds (Non-Uniformed Pension) 406,830 N/A
Balanced funds (Special Revenue Fund) 778,319 N/A

TOTAL INVESTMENTS $.5,282,627
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Custodial credit risk — For an investment, custodial credit risk is the risk that in the event of a
failure of the counterparty, the Borough will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. The Borough does not have
an investment policy addressing custodial credit risk. As of December 31, 2023, the entire
investment portfolio of both pension plans of the Borough was exposed to custodial credit risk.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The table above denotes the weighted average maturity of debt securities. The
Borough does not have a policy addressing interest rate risk.

NOTE 3 — Debt Commitments

In November of 2021, the Borough entered into an agreement with Luzerne Bank to borrow
$525,000. These funds were used to purchase various maintenance vehicles. The vehicles
included three 2021 Ford F600 dump trucks, a 2021 Ford F350 pickup, and a 2022 Ford F750.
The loan is payable in seven annual payments of $82,543 at an annual interest rate of 2.37%.
The loan will mature in December 2028. The following is a schedule of future debt payments:

Year Payment Principal Interest
2024 $ 82543 $ 73,430 $ 9113
2025 82,543 75,170 7,373
2026 82,543 76,952 5,591
2027 82,543 78,776 3,767
2028 and thereafter 82.543 80.175 2.368

Total $__412,715 $__384,503 $_28,212
In August of 2021, the Borough entered into an agreement with Luzerne Bank to borrow
$25,000. These funds were used towards the purchase of tracked rotary mower. The loan

requires three annual payments of $8,631 at an annual interest rate of 1.78%. The loan will
mature in August of 2024. The following is a schedule of future debt payments:

Year Payment Principal Interest
2024 $ 8.631 $__ 8477 $ 154
Total $__8,631 $__8477 $___154
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In June of 2022, the Borough entered into an agreement with Luzerne Bank to borrow
$325,883. These funds were used to purchase a street sweeper. The loan is payable in 10
annual payments of $37,835 at an annual interest rate of 2.77%. The loan will mature in June
2032. The following is a schedule of future debt payments:

Year Payment Principal Interest
2024 $ 37835 $ 29606 $ 8,229
2025 37,835 30,426 7,409
2026 37,835 31,269 6,566
2027 37,835 32,135 5,700
2028 and thereafter 189.175 173.764 15.411

Total $__340515 $_297.200 $___43.315

In June of 2022, the Borough entered into an agreement with Luzerne Bank to borrow $41,042.
These funds were used to purchase a Ford Explorer. The loan is payable in 36 monthly
payments of $1,195 at an annual interest rate of 2.95%. The loan will mature in July 2025. The

following is a schedule of future debt payments:

Year Payment Principal Interest
2024 $ 14,338 $ 13,842 % 496
2025 8.365 8.303 62

Total $_22,703 $__22,145 $ 558

In December 2015, the Borough entered into an agreement with USDA to fund the Borough’s
paving project. Maximum funding from this loan amounted to $1,200,000. Terms of this
agreement call for monthly payments at 3.25% over a period of 15 years with principal
payments being deferred for the first year. As of December 31, 2023, the Borough had drawn
$1,200,000 from this loan. The following is a schedule of future debt payments:

Year Payment Principal Interest
2024 $ 106,848 $ 89,461 $ 17,387
2025 106,848 92,412 14,436
2026 106,848 95,461 11,387
2027 106,848 98,610 8,238
2028 and thereafter 204,792 199.791 5.001

Total $_632.184 $__ 575735 $__ 56,449
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A summary of long-term debt transactions for 2023 follows:

Beginning Additional Principal End
of the Year Borrowings Payments  of the Year
USDA Paving Project Loan $ 662,341 $ - $ 86606 $ 575,735
Luzerne Bank — Ford Trucks 456,109 - 71,606 384,503
Luzerne Bank — Tracked Rotary
Mower 16,811 - 8,334 8,477
Luzerne Bank — Street Sweeper 325,883 - 28,683 297,200
Luzerne Bank — Ford Explorer 35,602 - 13.457 22,145
$1496,746 $___ - $_ 208,686 $_1,288,060
A summary of future required debt payments:
Payment Principal Interest
2024 $ 250,195 $ 214,816 $ 35,379
2025 235,591 206,311 29,280
2026 227,226 203,682 23,544
2027 227,226 209,521 17,705
2028 and thereafter 476,510 453,730 22.780
$.1.416,748 $.1.288,060 $__128.688

NOTE 4 - Restatement of Beginning Fund Balances

Due to the Borough’s change in accounting methods from the accrual system of accounting to
the modified cash basis system of accounting, beginning fund balances were restated.

The following is a summary of those restatements:

Prior Year Restated

Fund Balance Balance
General Fund $ (227,245) $ 222,418
Highway Aid Fund 51,546 67,234
Capital Reserve Fund 1,384,179 1,745,664
Bike Trail Fund 98 161,762
Recreation Fund 725 1,325
Pool Fund 23,129 23,790
Road Turnback Fund 208 361,947
Sewer Fund 2,722,139 2,576,654
Garbage Fund 13,274 25,885
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NOTE 5 - Investments

The Borough holds investments primarily in bonds, mutual funds and equities. Investments
are considered short-term if they mature within twelve months. These investments are stated

at fair value and consist of the following:

Fair
Cost Value
Short Term:
Government Agency Bonds $211,206 $214.206
Long Term:
Mutual Funds/Equities 538,964 564,113 ~
Total $.750,170 $.778,319
Bonds/Certificates of Deposit $ 211,206 $ 214,206
Equities 538,964 564.113
Total All Investments $.750,170 $.778,319

The Borough uses the specific identification method to value investments. All securities are
considered to be held to maturity.

Under ASC 820-10, Fair Value Measurement, fair value is defined as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. In determining fair value, the Borough uses various
valuation approaches. ASC 820-10 establishes a fair value hierarchy for inputs used in
measuring fair value that maximizes the use of observable inputs by requiring that the most
observable inputs be used when available. Observable inputs are those that market participants
would use in pricing the asset or liability based on market data obtained from sources
independent of the Borough.

Unobservable inputs reflect the Borough’s assumption about the inputs market participants
would use in pricing the asset or liability developed based on the best information available in
the circumstances. The fair value hierarchy is categorized into three levels based on the inputs
as follows:

26



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets or
liabilities that the Fund has the ability to access. Valuation adjustments and block discounts are
not applied to Level 1 securities. Since valuations are based on quoted prices that are readily
and regularly available in an active market, valuation of these securities does not entail a
significant degree of judgment.

Level 2 — Valuations based on quoted prices in markets that are not active or for which all
significant inputs are observable, either directly or indirectly.

Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair
value measurement.

The following table presents information about the Borough'’s assets measured at fair value at
December 31, 2023:
Level 1 $ 778,319
Level 2 -
Level 3 -
Total $.778.319

NOTE 6 — Pension Plans
Description of Plan

The Borough maintains two defined benefit plans and one defined contribution plan covering
police, custodian-fire apparatus operators and street workers. Participating police and fire
employees are eligible for retirement upon attainment of age 50 and completion of 25 years of
service. Participating street workers are eligible at 65 years of age.

Police Pension Plan
Plan Administration

The Borough of Forty Fort Police Pension Plan is a single-employer defined benefit
pension plan covering the full-time police officers. The Plan was established effective
December 15, 1959 and entered into a custodial agreement with the Pennsylvania State
Association of Boroughs Municipal Retirement Trust (PSABMRT). The Plan was
restated by Ordinance No. 8 of 2020. The Plan is governed by the Borough Council.
The Borough Council has delegated the Authority to manage Plan assets to the
PSABMRT.

Plan Membership

As of December 31, 2023, membership consisted of:

Inactive plan members currently receiving benefits 8
Inactive plan members entitled to but not yet receiving benefits 0
Active plan members 4

Total 15
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Benefits Provided
The following is a summary of the Plan benefit provisions:

* Eligibility Requirements:
o Normal Retirement:  Age 50 and the completion of 25 years of service
o Early Retirement: None
o Vesting: 100% after 12 years of service

* Retirement Benefit: 50% of final 36 month average compensation plus $20 per
month for the completion of 26 or more years of service, to a maximum of $100.

* Survivor Benefit: 50% of the pension which the retired member was receiving or
which an active member would have received if he had been retired. If eligible
for vesting, refund of contributions with interest or 50% of vested benefit payable
at officer’s superannuation retirement date.

* Disability Benefit Service Related: 50% of average monthly compensation at the
time of disability offset by Social Security disability benefits for the same injury.
The minimum pension is 50% of the members monthly salary at the date of
disability less Social Security disability benefit for the same injury.

* Post Retirement Adjustments: Annual cost-of-living adjustment equal to lesser of
5% or CPI increase made to retirees with a maximum total increase of 30%.

* Members Contributions:
o Amount or rate: 5%
o Interest rate credited to member contributions: 6%

Contributions and Funding Policy

Act 205 of 1984, the Municipal Pension Plan Funding Standard and Recovery Act,
initiated actuarial funding requirements for Pennsylvania municipal pension plans.

Under Act 205 provisions, a municipal budget must provide for the full payment of the
minimum municipal obligation (MMO) to each employee pension fund of the municipality.
Act 189 of 1990 amended Act 205 and redefined the calculation used to determine the
MMO to employee pension funds. The MMO is now defined as the total financial
requirements to the pension fund, less funding adjustments and estimated member
contributions.

As a condition of participation, full-time employees are required to contribute 5% of
compensation to the Plan. This contribution is governed by the Plan’s ordinances and
collective bargaining agreement. In accordance with Act 205, as amended, the Borough
was required to contribute to the Plan for the year 2023 as shown in the exhibit below:
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Financial Requirement and Minimum Municipal Obligation Budget for 2023:

Total Annual Payroll  $ 330,526

Normal Cost as a Percentage of Payroll 15.89%

Total Normal Cost  $ 52,521

Estimated Administrative Expenses $ 19,557

Amortization Contribution (Market Value amount) $ 50,400
Estimated Members’ Contributions ($ 16,526)

Minimum Municipal Obligation $ 105,952

(Less Actual State Aid Deposited into Plan) ($_75.898)

REQUIRED MUNICIPAL OBLIGATION $__30.054

Three Year Funding Trend

Annual
Year Ended Pension Percentage of Net Pension
December 31 Cost (APC) APC Contributed Obligation

2021 144,698 100% O
2022 99,360 100% O
2023 105,952 100% O

Net Pension Liability

The components of the net pension liability of the Plan as of December 31, 2023 were
as follows:

Total pension liability (TPL) $ 2,647,112
Plan fiduciary net position $ 2,102,427
Net pension liability (NPL) $ 544,685
Plan fiduciary net position as a percentage

of the total pension liability 79.4%

Actuarial Assumptions

An actuarial valuation of the total pension liability is performed biennially. The total
pension liabilities were determined as part of actuarial valuation at January 1, 2023 and
rolled forward to December 31, 2023. This report was based upon the Plan’s actuarial
assumptions, asset valuation method, and cost method as described below:
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December 31. 2022 Liabilities
Actuarial Measurement Date January 1, 2023
Actuarial Cost Method Entry Age
Amortization Method Level Dollar

Remaining Amortization Period 14 years
Asset Valuation Method Market Value
Assumptions:

Inflation 2.25%

Salary Increases 4.50%

Investment Rate of Return
6.75% (Net of pension plan
investment expense including
inflation)

Retirement Age 50

Mortality rates were based on the PUBS-2010 Mortality projected five years past
the valuation date using scale MP-2020.

Discount Rate

The discount rate used to measure the total pension liability was 6.75%. The projection of cash
flows used to determine the discount rate assumed that plan member contributions will be made
at the current contribution rate and that municipal contributions will be made at rates equal to
the difference between actuarially determined contribution rates and the member rate. Based
on those assumptions, the Fund’s fiduciary net position was projected to be available to make
all projected future benefit payments of current Plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.
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Actuarial Assumptions
Net Pension Liability Sensitivity

The following is a sensitivity analysis of the net pension liability to changes in the discount rate.
The table below presents the net pension liability calculated using the discount rate of 6.75% as
well as what the net pension liability would be if it were calculated using a discount rate that is 1
percentage point lower (5.75%) or 1 percentage point higher (7.75%) than the current rate.

1% Decrease Current Discount Rate 1% Increase
5.75% 6.75% 7.75%
Net Pension Liability $805,535 $544,685 $323,594

Schedule of Changes in Plan’s Net Pension Liability and Related Ratios
Last 10 Fiscal Years*

2023 2022

Total Pension Liability
Service cost $ 75,861 $ 45,071
Interest 170,490 172,409
Changes of benefit terms - -
Differences between expected and actual experience (1,850) -
Changes of Assumptions - -
Benefit payments, including refunds of

member contributions 250,035 (238.084)
Net Change in Total Pension Liability (5,534) (20,604)
Total Pension Liability — Beginning 2,652,646 2,673,250
Total pension Liability — Ending $2,647.112 $.2,652,646
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Schedule of Changes in Plan’s Net Pension Liability and Related Ratios
Last 10 Fiscal Years*

2023 2022
Plan Fiduciary Net Position
Contributions — employer $ 30,054 $ 26,051
Contributions — state aid 75,898 73,309
Contributions — member 18,928 14,646
Net investment income 267,643 (295,871)
Benefit payments, including refunds of
member contributions (250,035) (238,084)

Administrative expense (22,996) (18.899)
Net Change in Plan Fiduciary Net Position 119,492 (438,848)
Plan Net Position — Beginning 1,982,935 2,421,783
Plan Net Position — Ending $.2,102,427 $.1.982,935
Plan’s Net Pension Liability $__544,685 $__669,711
Plan Fiduciary Net Position as a Percentage of the

Total Pension Liability 79.4% 74.8%
Covered Employee Payroll $ 330,526 $ 270,000
Plan’s Net Pension Liability as a Percentage of

Covered Employee Payroll 164.8% 248.0%

Notes to schedules:

Assumption changes — In 2015, the mortality assumption was changed from the RP-2000 Table
to the RP-2000 Table projected to 2015 using Scale AA, and the retirement assumption was
changed from age 53 and 25 years of service to age 50 and 25 years of service and then to age
55 and 25 years of service. In 2017, the mortality assumption was changed from the RP-2000
Table projected to 2015 to the RP-2000 Table projected to 2017 using Scale AA. In 2021, the
interest rate assumption was lowered from 7.0% to 6.75% per annum and the mortality
assumption was changed from the RP-2000 Table projected to 2017 using Scale AA to the
PUBS-2010 projected five years past 2021 valuation date using Scale MP-2020. Benefit
Changes — In 2015, the service increment of $100 per month for each year of service in excess
of 25 years with a maximum of $100 per month was modified to increase the maximum amount
to $500 per month after 5 years of service in excess of 25 years, and disability was changed
from 75% of average monthly compensation at time of injury to 65% of average monthly
compensation at time of injury. In 2021, the disability benefit was changed from 65% of average
monthly compensation at time of injury to 50% of average monthly.

* This schedule will be presented on a prospective basis.
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GASB 68 Supplement

Changes in Net Pension Liability

The following table shows the changes in net pension liability recognized over the measurement
period.

Increase/(Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (a) —(b)

Balances at 12/31/2022 $2,652,646 $1,982935 $ 669,711
Changes for the year:
Service cost 75,861 - 75,861

Interest 170,490
Changes in benefit terms -
Differences between expected and

170,490

actual experience (1,850) - (1,850)
Changes of assumptions - - -
Contributions — employer - 30,054 (30,054)
Contributions — state aid - 75,898 (75,898)
Contributions — member - 18,928 (18,928)
Net investment income - 267,643 (267,643)
Benefit payments (250,035) (250,035) -
Administrative expenses - (22,996) 22,996
Other changes - - -
Net changes (5.534) 119,492 (125.,026)

Balances at 12/31/2023 $2647,112 $2.102427  $_544,685

Pension Expense for Fiscal Year Ended December 31, 2023

Service Cost $ 75,861
Interest on total pension liability 170,490
Changes in benefit terms -
Amortization payments 2,388
Employee contributions (18,928)
Projected earnings on pension plan investments (127,094)
Differences between projected and actual earnings on investments -

Administrative expenses 22,996
Other changes in fiduciary net position -

Total Pension Expense $__125,713
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GASB 68 Supplement
Deferred Outflows and Deferred Inflows of Resources
For the year ended December 31, 2023, the Municipality recognized a pension expense of

$125,713. At December 31, 2023, the Municipality reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Deferred

Outflows of Inflows of

Resources Resources

Differences between expected and actual experience $ 11,262 $ 38,441

Changes in assumptions 65,392 -
Net difference between projected and actual earnings

on pension plan investments 88.947 -

Total $_165,601 $_38.441

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in the pension expense as follows:

Year Ended December 31:

2024 $ 32,423
2025 45,898
2026 69,344
2027 (21,660)
2028 1,871
Thereafter (716)

Firefighters Pension Plan

Plan Administration

The Borough of Forty Fort Firefighters Pension Plan is a single-employer defined benefit
pension plan covering the full-time firefighters. The Plan was established effective
December 15, 1959 and entered into a custodial agreement with the Pennsylvania State
Association of Boroughs Municipal Retirement Trust (PSABMRT). The Plan was
restated by Ordinance No. 1990-2 of 1990 as amended. The Plan is governed by the
Borough Council. The Borough Council has delegated the Borough to manage Plan
assets to the PSABMRT.
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Firefighters Pension Plan
Plan Membership
As of December 31, 2023, membership consisted of:

Inactive plan members currently receiving benefits 4
Inactive plan members entitled to but not yet receiving benefits 0
Active plan members 1

Total 5
Benefits Provided
The following is a summary of the Plan benefit provisions:
* Eligibility Requirements:
o Normal Retirement: Age 50 and 25 years of service

o Early Retirement: Age 60 and 10 years of service
o Vesting: 12 years of service

* Retirement Benefit: 50% of average monthly compensation based on the last 36 months
of employment.

* Survivor Benefit: If retired or eligible for retirement — 50% of benefit to surviving spouse
or dependents equal to benefit he would have been receiving if he had been retired.

* Disability Benefit Service and Non-Service Related: 75% of average monthly
compensation at the time the disability was incurred. The monthly pension if offset by
Worker’s Compensation to the extent that the sum of the pension and Worker’s
Compensation exceeds 100% of average monthly compensation.

* Post Retirement Adjustments: Annual cost-of-living increases equal to lesser of 5% or
CPl increase made to retirees with a maximum total increase of 30%.

* Members Contributions:
o Amount or rate: 5% compensation
o Interest rate credited to member contributions: 6%

Contributions and Funding Policy

Act 205 of 1984, the Municipal Pension Plan Funding Standard and Recovery Act, initiated
actuarial funding requirements for Pennsylvania municipal pension plans. Under Act 205
provisions, a municipal budget must provide for the full payment of the minimum municipal
obligation (MMO) to each employee pension fund of the municipality. Act 189 of 1990 amended
Act 205 and redefined the calculation used to determine the MMO to employee pension funds.
The MMO is now defined as the total financial requirements to the pension fund, less funding
adjustments and estimated member contributions.
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Firefighters Pension Plan
Contributions and Funding Policy - continued

As a condition of participation, full-time employees are required to contribute 5% of compensation
to the Plan. This contribution is governed by the Plan’s ordinances and collective bargaining
agreement. In accordance with Act 205, as amended, the Borough was not required to contribute
to the Plan for the year 2023 as shown in the exhibit below:

Financial Requirement and Minimum Municipal Obligation Budget for 2023:

Total Annual Payroll $ 87,834

Normal Cost as a Percentage of Payroll  10.21%

Total Normal Cost $ 8,968

Estimated Administrative Expenses $ 20,755

Funding Adjustment (Market Value amount) ($ 13,811)
Estimated Members’ Contributions ($ 4,392)
Minimum Municipal Obligation $ 11,520

(Less Actual State Aid Deposited into Plan) ($ 11.520)

REQUIRED MUNICIPAL OBLIGATION $_____ -

Three Year Funding Trend

Annual
Year Ended Pension Percentage of Net Pension
December 31 Cost (APC) APC Contributed Obligation

2021 27,279 100% O
2022 14,759 100% O
2023 11,520 100% O

Net Pension Liability

The components of the net pension liability of the Plan as of December 31, 2023 were as follows:

Total pension liability (TPL) $ 1,952,610
Plan fiduciary net position $ 1,995,051
Net pension liability (NPL) $ (42441)
Plan fiduciary net position as a percentage

of the total pension liability 102.2%

Actuarial Assumptions

An actuarial valuation of the total pension liability is performed biennially. The total pension
liabilities was determined as part of actuarial valuation at January 1, 2023 and rolled forward to
December 31, 2023. This report was based upon the Plan’s actuarial assumptions, asset
valuation method, and cost method as described below:
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Firefighters Pension Plan

December 31. 2022 Liabilities
Actuarial Measurement Date January 1, 2023
Actuarial Cost Method Entry Age
Amortization Method Level Dollar

Remaining Amortization Period N/A
Asset Valuation Method Market Value

Assumptions:
Inflation 2.25%
Salary Increases 4.50%

Investment Rate of Return
6.75% (Net of pension plan
investment expense including
inflation)

Retirement Age 50

Mortality rates were based on the PUBS-2010 Mortality projected five years past
the valuation date using scale MP-2020.

Discount Rate

The discount rate used to measure the total pension liability was 6.75%. The projection of cash
flows used to determine the discount rate assumed that plan member contributions will be made
at the current contribution rate and that municipal contributions will be made at rates equal to
the difference between actuarially determined contribution rates and the member rate. Based
on those assumptions, the Fund’s fiduciary net position was projected to be available to make
all projected future benefit payments of current Plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.
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Firefighters Pension Plan
Net Pension Liability Sensitivity

The following is a sensitivity analysis of the net pension liability to changes in the discount rate.
The table below presents the net pension liability calculated using the discount rate of 6.75% as
well as what the net pension liability would be if it were calculated using a discount rate that is 1
percentage point lower (5.75%) or 1 percentage point higher (7.75%) than the current rate.

1% Decrease Current Discount Rate 1% Increase
5.75% 6.75% 7.75%

Net Pension Liability $145,910 $(42,441) $(204,463)

Schedule of Changes in Plan’s Net Pension Liability and Related Ratios
Last 10 Fiscal Years*

2023 2022
Total Pension Liability
Service cost $ 21,181 $ 14,997
Interest 126,309 131,370
Changes of benefit terms - -
Differences between expected and actual experience (90,965) -
Changes of Assumptions - -
Benefit payments, including refunds of
member contributions (132,239) (128.531)
Net Change in Total Pension Liability (75,714) 17,836
Total Pension Liability — Beginning 2,028,324 2,010,488
Total pension Liability — Ending $.1,952,610 $.2,028,324
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Schedule of Changes in Plan’s Net Pension Liability and Related Ratios
Last 10 Fiscal Years*

2023 2022

Plan Fiduciary Net Position
Contributions — employer $ - $ -
Contributions — state aid 11,520 14,759
Contributions — member 3,946 3,839
Net investment income 251,479 (283,195)
Benefit payments, including refunds of

member contributions (132,239) (128,531)
Administrative expense (22,257) (18.257)
Net Change in Plan Fiduciary Net Position 112,449 (411,385)
Plan Net Position — Beginning 1,882,602 2,293,987
Plan Net Position — Ending $.1,995,051 $_1.882,602
Plan’s Net Pension Liability $___(42,441) $__145,722
Plan Fiduciary Net Position as a Percentage of the

Total Pension Liability 102.2% 92.8%
Covered Employee Payroll $ 87,834 $ 150,000
Plan’s Net Pension Liability as a Percentage of

Covered Employee Payroll (48.3%) 97.1%

Notes to schedules:

Assumption changes — In 2015, the mortality assumption was changed from the RP-2000 Table
to the RP-2000 Table projected to 2015 using Scale AA, and the retirement assumption was
changed from age 53 and 25 years of service to age 50 and 25 years of service. In 2017, the
mortality assumption was changed from the RP-2000 Table projected to 2015 to the RP-2000
Table projected to 2017 using Scale AA. In 2021, the interest rate assumption was lowered
from 7.0% to 6.75% per annum and the mortality assumption was changed from the RP-2000
Table projected to 2017 using Scale AA to the PUBS-2010 projected five years past 2021
valuation date using Scale MP-2020.

Benefit Changes — In 2021, the disability benefit was reduced from 75% to 50% of average
compensation.

* This schedule will be presented on a prospective basis.

39



Borough of Forty Fort
Notes to Basic Financial Statements
December 31, 2023

GASB 68 Supplement

Changes in Net Pension Liability

The following table shows the changes in net pension liability recognized over the measurement
period.

Increase/(Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (a) —(b)

Balances at 12/31/2022 $2,028,324 $1,882,602 $ 145,722
Changes for the year:
Service cost 21,181 - 21,181

Interest 126,309 - 126,309
Changes in benefit terms - -
Differences between expected and

actual experience (90,965) - (90,965)
Changes of assumptions - -
Contributions — employer - - -
Contributions — state aid - 11,520 (11,520)

Contributions — member - 3,946 (3,946)
Net investment income - 251,479 (251,479)
Benefit payments (132,239) (132,239) -
Administrative expenses - (22,257) 22,257
Other changes - - -
Net changes (75,714) 112,449 (188.163)

Balances at 12/31/2023 $1,952,610 $.1,995,051 $_ (42.441)

Pension Expense for Fiscal Year Ended December 31, 2023

Service Cost $ 21,181

Interest on total pension liability 126,309

Changes in benefit terms -

Amortization payments (103,368)

Employee contributions (3,946)

Projected earnings on pension plan investments (122,193)

Differences between projected and actual earnings on investments -

Administrative expenses 22,257

Other changes in fiduciary net position -

Total Pension Expense $___(59,760)
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GASB 68 Supplement

Deferred Outflows and Deferred Inflows of Resources

For the year ended December 31, 2023, the Municipality recognized a pension expense of
$(59,760). At December 31, 2023, the Municipality reported deferred outflows of resources and

deferred inflows of resources related to pensions from the following sources:

Deferred

Outflows of

Resources

Differences between expected and actual experience $ -
Changes in assumptions -

Net difference between projected and actual earnings
on pension plan investments 88.644

Total $__88.644

$

S -

Deferred
Inflows of

Resources

Amounts reported as deferred outflows of resources and deferred inflows of resources related to

pensions will be recognized in the pension expense as follows:

Year Ended December 31:

2024 $ 20,517
2025 33,147
2026 60,834
2027 (25,854)
2028 -
Thereafter -
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Litigation

The Borough normally becomes involved in legal actions arising in the ordinary course of its
operations. In the opinion of Borough management, the estimated amounts of actual or
potential claims against the Borough will not materially affect the accompanying financial
statements.

NOTE 7 - Risk Management

The Borough is exposed to various risks of loss related to limited torts; theft of, damage to and
destruction of assets; errors and omissions and natural disasters and workers’ compensation for
which the Borough carries commercial insurance. There have been no significant reductions in
coverage from the prior year. Settlement amounts have not exceeded insurance coverage in
the current year or the past three years.

NOTE 8 - Claims and Judgments

The Borough participates in federal and state programs that are fully or partially funded by
grants received from other governmental units. Expenditures financed by grants are subject to
audit by the appropriate grantor government. If expenditures are disallowed due to
noncompliance with grant program regulations, the Borough may be required to reimburse the
grantor government. As of December 31, 2023, no grant expenditures have been audited and
the Borough’s management believes that all expenditures are in accordance with the terms and
conditions of the programs’ guidelines.

NOTE 9 - Interfund Transfers

Interfund transfers for the year ended December 31, 2023 were as follows:

Fund Transfers In Transfers Out
General Fund $ 228,516 $ 68,969
Sewer Fund - 106,492
Capital Reserve Fund 68,375 42,000
LSA Fund 594 -
Road Paving Fund - 38,189
Liquid Fuels Fund 268 9,180
Road Turnback Fund - 268
Stormwater Fund - 32,655

$297,753 $297,753
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NOTE 10 — Subsequent Events

The Borough has evaluated subsequent events through November 18, 2024, which is the date
at which the Borough's financial statements were available to be issued. Other than the events
noted above, no subsequent events have occurred since December 31, 2023 that would require
recognition or disclosure in the accompanying financial statements.
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Budget and Actual
General Fund
Year Ended December 31, 2023

Variance
Original/Final Favorable
Budget Actual (Unfavorable)
Revenue:
Taxes $ 1,990,500 $ 1,923,932 $ (66,568)
Licenses and permits 102,600 144,179 41,579
Fines and forfeits 20,750 36,958 16,208
Interest and rents 210 838 628
Charges for services 224,825 190,583 (34,242)
Intergovernmental revenues 180,100 211,553 31,453
Other 84,031 54,363 (29.,668)
Total revenue 2.603.016 2.562.406 (40.610)
Expenditures:
Current:
General government 287,100 402,189 (115,089)
Public safety 1,094,053 1,149,394 (55,341)
Public works 677,151 558,426 118,725
Parks and recreation 45,450 48,868 (3,418)
Employee benefits 404,172 400,694 3,478
Judgements & losses - 76,233 (76,233)
Debt service — Principal - 122,080 (122,080)
Debt service — Interest - 21,267 (21,267)
Insurance 141,700 148,321 (6,621)
Miscellaneous 3.250 5,022 (1.772) _
Total expenditures 2,652,876 2,932,494 (279.618)
Excess (deficiency) of revenue
over expenditures (49.860) (370.088) (320,228)
Other financing sources (uses):
Refund of prior years expenditures - 4,371 4,371
Operating transfers in 49,860 228,517 178,657
Operating transfers out - (68.969) (68.969)
Total other financing sources (uses) 49,860 163.919 114.059
Excess (deficiency) of revenue
and other sources over
expenditures and other uses - (206,169) (206,169)
Net position - beginning (348.927) 222,418 571,345
Net position - ending $_(348,927) $___ 16,249 $__365,176

See accompanying notes to financial statements.
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Budget and Budgetary Accounting

The Borough prepares its annual operating budget under the provisions of the budget laws of
the Commonwealth of Pennsylvania. In accordance with those laws, the following process is
used to adopt the annual budgets.

1) Prior to December 1st, a proposed operating budget is submitted to the Borough Council
for the general fund for the year commencing the following January 1st.

2) The budget is reviewed with Borough Council, adopted, and filed with the
Commonwealth of Pennsylvania prior to January 1st of the subsequent year.

3) Subsequent to Borough Council’s adoption, the budget is publicly advertised in the
newspaper at which time it is made available for public inspection.

The budget and actual comparisons are made by source for revenues and by category level for
expenditures. The Borough recognizes the following expenditure categories for budgetary as
well as operating purposes:

General Government

Public Safety

Streets and public works

Culture and recreation

Insurance

Employee benefits and payroll taxes
Debt service

Capital Outlay

Refunds of prior year’s receipts
Interfund operating transfers

All transfers of appropriations between categories and supplemental appropriations require
Borough Council approval.

The budget is prepared on the same modified cash basis of accounting as applied to
governmental funds in the basic financial statements. Revenues and expenditures are reported
when they result from cash transactions. Furthermore, all appropriations which are not expended
lapse at year end.
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