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Zelenkofske Axelrod LLC

INDEPENDENT AUDITORS' REPORT

To the Board of Supervisors
Exeter Township
Berks County, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of EXETER TOWNSHIP, as of
and for the year ended December 31, 2010, which collectively comprise the basic financial statements of
the Township’s primary government as listed in the table of contents. These financial statements are the
responsibility of EXETER TOWNSHIP's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

As discussed in Note 1, EXETER TOWNSHIP prepares its financial statements on the modified cash
basis, which is a comprehensive basis of accounting other than accounting principles generally accepted
in the United States of America.

The financial statements do not include financial data for EXETER TOWNSHIP's legally separate
component units. Accounting principles generally accepted in the United States of America require the
financial data of those component units to be reported with the financial data of EXETER TOWNSHIP's
primary government unless EXETER TOWNSHIP also issues financial statements for the financial
reporting entity that include the financial data for its component units. EXETER TOWNSHIP has not
issued such reporting entity financial statements. Because of this departure from accounting principles
generally accepted in the United States of America, the assets, liabilities, net assets, revenues and
expenses of the aggregate discretely presented component units would have been reported as amounts
that are not reasonably determinable.

As further discussed in Note 1 to the financial statements, management has not recorded capital assets in
the governmental and business-type activities or the proprietary funds and, accordingly, has not recorded
depreciation expense on those assets. Accounting principles generally accepted in the United States of
America, when applied to such a modified cash basis of accounting, requires that capital assets be
capitalized and depreciated, which would increase the assets and decrease the expenses of the
governmental and business-type activities and proprietary funds. The amount by which the departure
would affect the modified cash basis assets and expenses of the governmental and business-type
activities and proprietary funds is not reasonably determinable.

Management has not included the Pension Trust Fund in the EXETER TOWNSHIP financial statements.
Accounting principles generally accepted in the United States of America require the Pension Trust Fund
to be presented as a major trust fund.
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Zelenkofske Axelrod LLC

In our opinion, because of the omission of the discretely presented component units, as described
previously, the financial statements - modified cash basis referred to previously do not present fairly, in
conformity with accounting principles generally accepted in the United States of America, the modified
cash basis financial position of the aggregate discretely presented component units of EXETER
TOWNSHIP as of December 31, 2010 or the change in financial position — madified cash basis thereof for
the year then ended.

In addition, in our opinion, because of the effect of the matters described in the fifth and sixth paragraphs,
the financial statements — modified cash basis referred to above do not present fairly, in conformity with
the basis of accounting described in Note 1, the modified cash basis financial position of the governmental
and business-type activities or the proprietary funds of EXETER TOWNSHIP as of December 31, 2010,
and the changes in modified cash basis of financial position thereof for the year then ended.

Finally, in our opinion, the financial statements — modified cash basis referred to above present fairly, in all
material respects, the respective financial position — modified cash basis of the general fund, capital
improvement fund, golf acquisition fund, and the aggregate non-major governmental funds of EXETER
TOWNSHIP as of December 31, 2010, and the respective changes in financial position — modified cash
basis for the year then ended in conformity with the basis of accounting described in Note 1.

As discussed in Note 1 to the financial statements, the EXETER TOWNSHIP adopted the provisions of
Governmental Accounting Standards Board's No. 53 “Accounting and Financial Reporting for Derivative
Instruments, and No. 58 “Accounting and Financial Reporting for Chapter 9 Bankruptcies" in 2010.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, schedule of funding progress, and budgetary comparison information on pages 3
through 13, 39 and 40 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essentiai 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.
! Aadosd Lt

ZELENKOFSKE AXELROD LLC

August 5, 2011
Harrisburg, Pennsylvania



EXETER TOWNSHIP

MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of Exeter Township's (the "Township") financial performance
provides an overview of the Township’s financial activities for the year ended December 31,
2010, within the limitations of the Township’s modified cash basis of accounting. Please read it
in conjunction with the Township’s financial statements.

Financial Highlights

Total Primary Government liabilities of the Township exceeded its recorded assets at
December 31, 2010 by $34,821,907 (net deficit) utilizing the modified cash basis of
accounting. The unrestricted net assets, $10,276,324, may be used to meet the
government’s ongoing obligations to citizens and creditors.

The Township’s total Primary Government net assets decreased by $4,194,601 or
13.7% from December 31, 2009.

At December 31, 2010, the Township’s governmental funds reported combined ending
fund balances of $5,888,540, a decrease of $416,506 from the prior year. $2,798,093 or
47.5% of the ending fund balance is available for spending at the Township’s discretion
(unreserved fund balance). The General Fund highlights are as follows:

o The Township’s General Fund had an increase in its fund balance of $ 917,708
to $2,798,093. As part of managing the finances of the Township, a fund
balance is maintained in order to provide adequate financial resources to pay for
services to the citizens of the Township during periods when tax and other
revenue collections are not sufficient to fund daily operating costs. This generally
occurs in the first few months of each year. This enables the Township to avoid
having to borrow money to cover operating expenses prior to the receipt of tax
revenues, which are assessed March 1 of each year. At December 31, 2010, the
unreserved fund balance of the General Fund was $2,798,093 or 30.9% of total
General Fund expenditures.

At December 31, 2010, the Township's business-type activities reported net assets of
$(16,400,752), a decrease of $3,244,340 from the prior year.

The Township's total Primary Government Long-Term Liabilities decreased by $798,953
or 1.4% during the current fiscal year.



USING THIS ANNUAL REPORT

This annual report is presented in a format consistent with the presentation requirements of the
Governmental Accounting Standards Board (GASB) Statement No. 34, as applicable to the
Township's modified cash basis of accounting.

Report Components

This annual report consists of four parts as follows:

Government-Wide Financial Statements: The Statement of Net Assets (Deficit) —
Modified Cash Basis and the Statement of Activities — Modified Cash Basis (on pages 14
and 15) provide information about the activities of the Township. The government-wide
financial statements present a longer-term view of the Township's finances. The statement
of activities reports revenues and expenditures utilizing the modified cash basis of
accounting as described in Note 1 to the financial statements.

Fund Financial Statements: Fund financial statements (starting on page 16) focus on the
individual parts of the Township's government. Fund financial statements also report the
Township’'s operations in more detail than the government-wide statements by providing
information about the Township’s most significant (“major”) funds. For governmental funds,
these statements tell how these services were financed in the short-term, as well as what
remains for future spending. For the proprietary fund, these statements offer short-term and
long-term financial information about the fund the Township operates like a business, such
as the sewer fund and the country club.

Notes to the Financial Statements: The Notes to the Financial Statements are an integral
part of the government-wide and fund financial statements and provide expanded
explanation and detail regarding the information reported in the statements.

Required Supplementary Information: The Management's Discussion and Analysis
(pages 3 through 13), the Schedule of Funding Progress (page 39) and the Budgetary
Comparison Schedule (page 40) represent financial information required by GASB to be
presented. Such information provides users of this report with additional data that
supplements the government-wide statements, fund financial statements and notes (referred
to as “the basic financial statements”).

Basis of Accounting

The Township has elected to present its financial statements on the modified cash basis of
accounting. The modified cash basis of accounting is a basis of accounting other than
accounting principles generally accepted in the United States of America. The term “basis of
accounting” is a reference to when financial events are recorded. Under the modified cash
basis of accounting, only revenues collected and expenditures paid and intergovernmental due
to and due from receivables and payables are recorded. Under this basis, revenue is
recognized when collected rather than when earned and expenditures are generally recognized
when paid rather than when the related liability is incurred.



Basis of Accounting (continued)

As a result of the use of the modified cash basis of accounting, other receivables, other
payables, inventories, long-lived assets, accrued income and expenses, and amortization and
depreciation are not recorded in these financial statements. Therefore, when reviewing the
financial information and discussion within this annual report, the reader should keep in mind
the limitations resulting from the use of the modified cash basis of accounting.

Reporting the Township as a Whole

The Township’s Reporting Entity Presentation

This annual report includes only the primary government of the Township, which consists of
certain funds, organizations, institutions, agencies, departments, and offices that comprise the
Township’s legal entity. This annual report excludes the Pension Trust Fund. Accounting
principles generally accepted in the United States of America require that the reporting entity
include the primary government, organizations for which the primary government is financially
accountable and other organizations for which the nature and significance of their relationship
with the primary government are such that exclusion would cause the reporting entity’s financial
statements to be misleading or incomplete. In evaluating how to define the reporting entity, we
have considered all potential component units. The decision to include a potential component
unit in the reporting entity was made based upon the significance of their operational or financial
relationships with the Township. The following component units meet the requirements for
inclusion, under the above criteria, but are not included in the Township's annual report: Exeter
Township, Berks County Authority and Exeter Community Library.

Certain amounts presented in the prior year data have been restated due to the Township
adopting GASB 53, “Accounting and Financial Reporting for Derivative Instruments.” In
addition, certain prior year data has been reclassified to be consistent with the current year's
presentation.

The Government-Wide Statement of Net Assets (Deficit) and the Statement of Activities

The government-wide financial statements are presented on pages 14 and 15. One of the most
important questions asked about the Township's finances is, “Is the Township as a whole better
off or worse as a result of the year's activities?” The Statement of Net Assets (Deficit) and the
Statement of Activities report information about the Township as a whole and about its activities
in a way that helps answer this question. These Statements include only the Township’s cash
assets and the related liabilities referred to above resuiting from the use of the modified cash
basis of accounting.

These two Statements report the Township’s net assets and changes in them. Keeping in mind
the limitations of the modified cash basis of accounting, you can think of the Township’s net
assets — as the difference of cash receipts over (under) cash disbursements for the current year
added to or subtracted from the cumulative net assets at the beginning of the audit year. Over
time, increases or decreases in the Township’s net assets are one indicator of whether its
financial health is improving or deteriorating. You will need to consider other nonfinancial
factors to assess the overall health of the Township, i.e., changes in the Township’s tax base,
the condition of the Township's roads, etc.



The Government-Wide Statement of Net Assets (Deficit) and the Statement of Activities
(continued)

In the Statement of Net Assets (Deficit) and the Statement of Activities, we divide the Township
into two kinds of activities:

Governmental activities: Most of the Township's basic services are reported here, including
public safety, public works, and culture and recreation. Charges for services related to
these services finance a portion of the costs to provide these services. Costs not recovered
through charges are financed from general receipts of the Township.

Business-type activities: The Township charges a fee to customers to help it cover all or
most of the cost of certain services it provides. The Township’s sewer system and country
club are reported here.

Reporting the Township’s Most Significant Funds

The Fund Financial Statements

The fund financial statements begin on page 16 and provide detailed information about the most
significant funds — not the Township as a whole. Some funds are required to be established by
state law or by bond covenants. However, the Township establishes certain other funds to help
it control and manage money for particular purposes or to show that it is meeting legal
responsibilities for using certain taxes, grants and other money. The Township's two kinds of
funds — governmental and proprietary — under the modified cash basis of accounting use the
same accounting approaches.

Governmental funds — Most of the Township’s basic services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances
remaining at year-end that are available for spending. These funds report the acquisition of
capital assets and payments for debt principal as cash disbursements and not as changes
to asset and debt balances. The governmental fund statements provide a detailed short-
term view of the Township's general government operations and the basic services it
provides. Governmental fund information helps you determine (through a review of changes
to fund balance) whether there are more or fewer financial resources that can be spent in
the near future to finance the Township’s programs.

Proprietary funds — When the Township charges customers for the services it provides,
these services are generally reported in proprietary funds. Proprietary funds are reported in

the same way that all activities are reported in the Statement of Net Assets (Deficit) and the
Statement of Activities.

Fiduciary funds — Fiduciary funds are often used to account for assets that are held in a
trustee or fiduciary capacity such as pension plan assets, assets held per trust agreements
and similar arrangements.



A FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net Assets (Deficit) — Modified Cash Basis

The Township’'s Primary Government net deficit, resulting from modified cash basis
transactions, increased by $4,194,601 or 13.7%, from fiscal year 2009 to 2010. The combined
net deficit was $34,821,907 and $30,627,306 at December 31, 2010 and 2009, respectively.
Looking at the net deficit of governmental and business-type activities separately, governmental
activities had an increase in the deficit of $950,261 while business-type activities had an
increase in the deficit of $3,244,340.

A condensed summary of the Township's Statement of Net Assets (Deficit) at December 31,
2010 and 2009 is presented below:

Governmental Business-Type Total
Activities Activities Primary Government
2010 2009 2010 2009 2010 2009

Assets:
Total Assets (Non-Capital) $ 6458834 § 6809335 _$ 14,727450 _$ 19012033 § 21,186,284 _§ 25821368

Liabilities:
Long-Term Liabilities $ 24,387,939 § 23988448 $ 30,315000 $ 31513444 § 54,702,939 § 55,501,892
Other Liabilities 492,050 291,781 813,202 655,001 1,305,252 946,782
Total liabilities $ 24879989 $ 24280229 $ 31128202 § 32168445 $ 56,008,191 _§ 56,448,674
Net Assets (Deficif):
Invested in Capital Assets,

Net of Related Debt $ (21,944,074) § (22,171,024) $ (30,666,024) § (23,090,338) $ (52,610,098) § (45261,362)
Restricted 3,090,447 4,456,064 4,421,420 - 7,511,867 4,456,064
Unrestricted 432,472 244,066 9,843,852 9,933,928 10,276,324 10,177,992

Total Net Deficit § (18,4211 55) $ (17470894) $§ (16400,752) _$ (13.156412) _$ (34.821.907) .3 (30627 306)



Changes in Net Assets (Deficit) — Modified Cash Basis

For the year ended December 31, 2010 and 2009, net assets (deficit) of the Township (resulting
from modified cash basis transactions) changed as follows:

Program Revenues:
Charges for Services
Operating Grants and
Contributions

General Revenues:
Real Estate Taxes
Per Capita Taxes

Real Estate Transfer Taxes

Eamed Income Taxes
Emergency Municipal
Services Tax
Business Privelege Tax
Payments in Lieu of Taxes
Interest Income
Sale of Assets
Other Income

Total revenues

Expenses:
General Government
Public Safety

Health and Human Services

Public Works - Sanitation

Public Works - Highways and

Streets
Culture and Recreation
Interest Expense
2009 Capital Improvement
Sewer
Country Club

Total Expenses

Excess (deficiency) of
revenues over {under)

expenses before transfers and

extraordinary items

Transfers:
Transfers

Change in Net Assets

Net Deficit - Beginning as
restated

Net Deficit - Ending

Governmental Business-Type Total
Activities Activities Primary Government
2010 2009 2010 2009 2010 2009
2,083,580 $ 2,034972 $ 7,702,402 3 6,802,865 § 9,785,982 § 8,927,837
1,620,359 1,327,158 1,000,000 - 2,620,359 1,327,158
3,368,023 3,113,447 - - 3,368,023 3,113,447
70,546 71,206 - - 70,546 71,206
507,924 364,713 - - 507,924 364,713
3,168,652 3,302,419 - - 3,168,652 3,302,419
299,465 305,512 - - 299,465 306,512
462,851 345,879 - - 462,851 345,879
1,499 1,176 - - 1,499 1,176
163,072 821,972 498,308 420,372 661,380 1,242,344
6,370 6,668 - - 6,370 6,658
352,298 226,929 1,079 - 353,377 226,929
12,104,639 § 11,922,041 § 9,201,789 § 7,313237 $ 21,306,428 3 19,235,278
1,433,269 § 1463277 § - 5 - $ 1,433,269 § 1,463,277
6,096,961 5,965,919 - - 6,096,961 5,965,919
34,950 64,478 - - 34,950 64,478
549,714 403,266 - - 549,714 403,266
2,300,541 2,339,788 - - 2,300,541 2,339,788
1,746,986 1,140,280 - - 1,746,986 1,140,280
1,191,156 944,759 - - 1,191,166 944,759
- - 5,257,533 1,190,216 5,257,533 1,180,215
- - 4,346,836 3,945,887 4,346,836 3,945,887
- - 2,543,083 1,932,867 2,543,083 1,932,867
13,353,577 § 12,321,767 § 12147452 § 7,068969 § 25,501,029 § 19,380,736
(1,248,938) $ (399,726) $ (2,945,663) $ 244268 $ (4,194,601) 3 (155,458)
298,677 $ (30,000) $ (298,677) 3 30,000 § - 3 -
(950,261) § (429,726) % (3,244,340) & 274268 % (4,194,601) §$ (155,458)
(17,470,894) (17.041,168) (13,156,412) (13,430,680) (30,627,306) (30,471,848)
(18,421,155) $ (17,470,804) § (16,400,752) $ (13,156412) $ (34,821,907) § (30.627,306)




Governmental Activities

To aid in the understanding of the Statement of Activities, some additional explanation is given.
Of particular interest is the format that is significantly different from a typical Statement of Cash
Receipts, Disbursements and Changes in Fund Balance. You will notice that expenses are
listed in the first column, with cash receipts from that particular program reported to the right.
The result is a net cash receipt/cash disbursement. This type of format highlights the relative
financial burden of each of the functions on the Township’s taxpayers. It also identifies how
much each function draws from the general cash receipts or if it is self-financing through fees
and grants or contributions. All other governmental revenues are reported as general. |t is
important to note that all taxes are classified as general cash receipts, even if restricted for a
specific purpose.

For the years ended December 31, 2010 and 2009, total revenues for governmental activities,
resulting from modified cash basis transactions amounted to $12,104,639 and $ 11,922,041,
respectively.

For the year ended December 31, 2010, total disbursements for governmental activities,
resulting from modified cash basis transactions, amounted to $13,353,577. Of these total
disbursements, taxpayers and other general revenues funded $8,400,700 while those directly
benefiting from the program funded $1,620,359 from operating grants and contributions and
$2,083,580 from charges for services.

Some noteworthy events occurred in 2010 that are highlighted as follows:

e The Township real estate tax for 2010 was 1.64 mills for general purposes, .34 mills for
the purchase of fire apparatus and making appropriations to fire companies, and
.45 mills for the purpose of debt service related to the acquisition of the Reading Country
Club.

e Real estate transfer taxes increased from $143,211 to $507,924. This increase resulted
from the sale of the Exeter Commons shopping center. Had this sale not occurred the
Township would have experienced a decrease due to the decline in real estate sales.

e FEarned Income taxes decreased $133,767 or 4.1% from 2009. This decrease is a result
of the impact of the current economic environment on Township residents.

¢ Excluding the changes resulting from the adoption of GASB No. 53, “Accounting and
Financial Reporting for Derivative Instruments,” interest income increased by $3,489
from 2009.

o Expenditures increased $ 1,031,810 or 8.4% from 2009. The increase resulted in large
part, from capital improvements at the Reading Country Club which include a new
irrigation system and bridge replacements. Monies available in the Golf Acquisition
Fund were used to pay for these improvements.



Business-Type Activities

In reviewing the business-type activities net cash receipts resulting from modified cash basis
transactions, there are certain activities that need to be examined more closely. The business-
type activities reported a net loss before transfers of $2,945,663, net transfers to other funds
totaled $298,677, resulting in a decrease in net assets of $3,244,340. The net loss before
transfers was attributable to the use of 2009 unspent bond proceeds to pay for the 2010 capital
expenditures. During 2010, the 2009 Capital Improvement Fund received a $1,000,000 grant
from the Commonwealth of Pennsylvania, Department of Environmental Protection towards the
purchase of the Sludge Dryer in the Sewage Treatment Plant. The Country Club reported net
income before transfers of $273,891, which will be used to offset the Township’s debt service
payments.

A FINANCIAL ANALYSIS OF THE TOWNSHIP’S FUNDS

In reviewing individual funds of the Township, certain funds experienced significant changes to
be considered in analyzing the Township's funds:

e General Fund — The real estate tax millage for general purposes increased from 1.44
mills in 2009 to 1.64 mills in 2010 which factored into the $311,388 increase in real
estate tax revenue.

s Golf Acquisition Fund — During 2010, $951,141 was expended for capital improvements
to the Country Club including the installation of an irrigation system, bridge
replacements, security system and kitchen equipment. $181,063 of interest earned on
the unspent bond proceeds was rebated to the IRS as arbitrage. $43,534 was
expended for maintenance and repairs to the property.

e Capital Improvement Fund - During 2010, $31,292 was expended for highway
equipment. $57,271 was expended for the Butter Lane Box Culvert, Harvey Avenue
Bridge repairs and Long Pond Open Space Improvements. $37,404 was expended for
the Traffic Signal Pre-emption public safety project.

¢ Capital Expenditure Fund — $39,551 was expended towards the replacement of the
Police Traffic Unit in 2010. $66,314 was expended for the replacement of police mobile
computer terminals.

10



CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The acquisition of capital assets by the Township is reported as expenditures in the year of
acquisition in the fund acquiring the related assets.

Long-Term Debt

As of December 31, 2010, the Township had $22,423,418 and $30,315,000 of general
obligation debt outstanding in the Governmental and Business-Type Activities, respectively.
See footnote 5 to the financial statements for a detailed analysis of long-term debt. The
following details activity related to the general obligation debt during 2010;

Governmental Business-Type
Activities Activities
Beginning Balance at January 1, 2010 $ 22,667,164 $ 31,513,444
Additions - -
Principal Payments (243,746) (1,198,444)

Ending Balance at December 31, 2010 $ 22,423,418 $ 30,315,000

Budgetary Highlights

Over the course of the year, the Township's Board of Supervisors monitored actual results with
budgeted results. Although actual results and budgeted results may differ due to circumstances
that arise during the course of the year, the Township generally does not amend its budget after
adoption.

For the year ended December 31, 2010, General Fund cash disbursements were $125,356

above final appropriations, while actual resources available for appropriation were $522,620
above the budgeted amount.

11



ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

There are several events occurring in 2011 that will have a positive benefit to the Township.
RiteAid is constructing a new store at the corner of Route 422 and 47" Street and construction
of Diamond Federal Credit Union is under way. In addition, two Bottom Dollar stores opened
during 2010. The Department of Environmental Protection has awarded a $113,465 grant to the
Township to purchase recycling equipment. The Township received a $69,160 grant from the
PA Department of Conservation and Natural Resources to build a park at Farming Ridge with
matching funds coming from subdivision developers at no cost to the residents. The Township's
general tax millage remained unchanged at 1.64 mills. Due to the overall economic climate
many revenue sources are expected to remain stagnant or decline through 2011. However, the
Township is fortunate to have a heaithy General Fund balance to bridge any unexpected
shortfalls. In addition, the millage for debt service increased .1 mil to .55 mills due to the profits
from the Reading Country Club being lower than anticipated. The Fire Tax millage increased
.165 mil to .505 mills and the Street Light Tax and the Fire Hydrant Tax remain unchanged.

The Township's current retail and service industry employment base is strong with several large
employers already adding to the local economy. Some of the largest employers within the
Township are as follows:

Number of

Employer Employees
Boscov's 900
Godiva Chocolatier 661
Giant Food 331
Wal-Mart 318
Angio Tech Surgical Specialties 287
Target 250
Genesis Eldercare, Berkshire Center 172
Golden Living Center 125
Lowe's 114
Home Depot 114
Redners 105

12



ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES (Continued)

During 2011, the Township has budgeted to undertake or complete several major infrastructure
and capital projects to add to the overall quality of life in the Township. These projects and the
estimated costs include the following:

e Construction of Farming Ridge Park $ 135319
e Butter Lane Box Culvert 250,000
e LED Street Light Retrofits 297,000
e Sewer line replacement and engineering 1,801,878

All of these factors were considered in preparing the Township’s budget for the 2011 fiscal year.
As a result, General Fund revenues are anticipated to decrease 2.4 percent to $ 9,230,595,
while expenditures are budgeted to increase 4.6 percent to $ 9,488,649. Other governmental
fund revenues for 2011 are budgeted at $ 3,045,299 while expenditures are budgeted for
$6,629,015. The excess of budgeted expenditures over revenues will be covered by the
unrestricted fund balances at December 31, 2010. Proprietary Fund revenues are budgeted at
$7,444,240 while expenditures are budgeted for $7,573,105.

CONTACTING THE TOWNSHIP’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with
a general overview of the Township’'s finances and to demonstrate the Township’s
accountability for the monies it receives. [f you have questions about this report or need
additional financial information, contact Exeter Township, 4975 DeMoss Road, Reading, PA
19606.

13



Page 14

EXETER TOWNSHIP
STATEMENT OF NET ASSETS (DEFICIT) - MODIFIED CASH BASIS
DECEMBER 31, 2010

Primary Government

Governmental Business-type
Activities Activities Total
Assets
Cash and Cash Equivalents $ 3,982,700 5 9,843,852 3 13,826,552
Deferred Charges 479,344 462,178 941,522
Restricted Cash 1,996,790 4,421,420 6,418,210
Total Assets 3 6,458,834 5 14,727,450 3 21,186,284
Liabilities
Deposits Held in Escrow $ 90,950 $ - $ 90,950
Accrued Interest 401,100 652,890 1,053,990
Bond Premium - 160,312 160,312
Long-Term Liabilities:
Due Within One Year:
General Obligation Debt 409,778 1,265,000 1,674,778
Due In More Than One Year:
General Obligation Debt 22,013,640 29,050,000 51,063,640
Investment-Derivative Instrument 278,694 - 278,694
Other Postemployment Benefits Obligation 1,685,827 - 1,685,827
Total Liabilities 24,879,989 31,128,202 56,008,191
Net Assets
Net Assets (Deficit)
Invested in Capital Assets, Net of
Related Debt (21,944,074) (30,666,024) (52,610,098)
Restricted:
Federal and State Grant Programs 610,297 - 610,297
Debt Service 308,611 - 308,611
Capital Projects 2,171,539 4,421,420 6,592,959
Unrestricted 432,472 9,843,852 10,276,324
Total Net Deficit $ (18,421,155) 3 (16,400,752) 3 (34,821,807)

The accompanying notes are an integral part of the financial statements



EXETER TOWNSHIP

STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2010

Program Revenues

Net (Expense) Revenue and Changes in Net Assets

Operating Primary Government
Charges for Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Activities Activities Total
Primary Government:
Governmental Activities:
General Government 1,433,269 $ 403,491 $ 606,998 $ (422,780) $ (422,780)
Public Safety 6,096,961 591,436 480,519 (5,025,006) (5,025,006)
Health and Human Services 34,950 - - (34,950) (34,950)
Public Works - Sanitation 549,714 873,077 - 323,363 323,363
Public Works - Highways and Streets 2,300,541 61,464 532,842 (1,706,235) (1,706,235)
Culture and Recreation 1,746,986 154,112 - (1,592,874) (1,592,874)
Interest Expense 1,191,166 - - (1,191,156) (1,191,156)
Total Governmental Activities 13,353,577 2,083,580 1,620,369 (9,649,638) (9,649,638)
Business-Type Activities:
Sewer 4,346,836 4,892.277 - - $ 545,441 545,441
2009 Capital Improvement 5,257,533 - 1,000,000 - (4,257,533) (4,257,533)
Country Club 2,543,083 2,810,125 - - 267,042 267,042
Total Business-Type Activities 12,147,452 7,702,402 1,000,000 - (3.445,050) (3,445,050)
Total Primary Government 25,501,029 $ 9,785,982 $ 2,620,359 {9,649,638) (3,445,050) (13,004,688)
General Revenues:
Taxes:
Earned Income 3,168,652 - 3,168,652
Real Estate 3,368,023 - 3,368,023
Real Estate Transfer 507,924 - 507,924
Business Privilege 462,851 - 462,851
Emergency Municipal Services 299,465 - 299,465
Per Capita 70,546 - 70,546
Payment-in-Lieu of Taxes 1,499 - 1,499
Interest income 163,072 498,308 661,380
Sale of Assets 6,370 - 6,370
Other Income 352,298 1,079 353,377
Transfers 298,677 (298,677) -
Total General Revenues 8,699,377 200,710 8,900,087
Change in Net Assets (950,261) (3,244,340) (4,194,601)
Net Deficit - Beginning, as restated (note 12) (17,470,894) {13,156,412) (30,627,306)

Net Deficit - Ending

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

$ (18,421,155)

3 (16,400,752)

$ (34,821,907)




Assets
Cash and Cash Equivalents
Restricted Cash

Total Assets
Liabilities

Deposits Held in Escrow

Fund Balances
Fund Balances:
Reserved for:
Capital Projects
Debt Service
Program Purposes
Unreserved
Undesignated
Total Fund Balances

Total Liabilities and Fund Balances

EXETER TOWNSHIP
BALANCE SHEET - MODIFIED CASH BASIS

GOVERNMENTAL FUNDS

DECEMBER 31, 2010

Page 16

Non-Major Total
Debt Golf Governmental Governmental
General Service Acqguisition Funds Funds
$ 2,798,093 3 - - $ 1,184,607 $ 3,882,700
90,950 308,611 958,692 638,537 1,996,790
$ 2,889,043 3 308,611 958,692 $ 1,823,144 $ 5,979,490
k) 90,950 3 - - 3 - 3 90,950
- - 958,692 1,212,847 2,171,539
- 308,611 - - 308,611
- - - 610,297 610,297
2,798,093 - - - 2,798,093
2,798,093 308,611 958,692 1,823,144 5,888,540
$ 2,889,043 3 308,611 958,692 5 1,823,144 $ 5979490
The accompanying notes are an integral part of the fi ial




EXETER TOWNSHIP
RECONCILIATION OF THE BALANCE SHEET - MODIFIED CASH BASIS OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS (DEFICIT) - MODIFIED CASH BASIS
DECEMBER 31, 2010

Total Fund Balances of Governmental Funds: $ 5,888,540

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

The funds record bond issuance costs and bond discounts as current
period expenditures while those costs are capitalized on the statement
of net assets and amortized over the life of the bonds. 479,344

Long-term liabilities are not due and payable in the current period and
accordingly not reported as fund liabilities. Interest on long-term debt
is not accrued in governmental funds, but rather is recognized as an
expenditure when due. All liabilities, both current and long-term, are
reported in the Statement of Net Assets. Long-term liabilities at year-
end consist of:

Other Postemployment Benefits Obligation (1,685,827)
General Obligation Debt (22,423,418)
Derivative Instrument (278,604)
Accrued Interest (401,100)
Total Net Assets of Governmental Activities 3 (18,421,155)

The accompanying notes are an integral part of the financial statements

Page 17



Page 18

EXETER TOWNSHIP
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
YEAR ENDED DECEMBER 31, 2010
Non-Major Total
Debt Golf Governmental Governmental
General Service Acquisition Funds Funds
Revenues
Taxes:
Real Estate $ 2,165,202 $ 573,595 $ - 3 629,226 § 3,368,023
Per Capita 70,546 - - - 70,546
Real Estate Transfer 507,924 - - - 507,924
Earned Income 3,168,652 - - - 3,168,652
Emergency Municipal Services 299,465 - - - 299,465
Business Privilege 462,851 - - - 462,851
Payment-in-Lieu of Taxes 1,499 - - - 1,499
Intergovernmental Revenues 837,517 - - 782,842 1,620,359
Fines and Forfeitures 169,971 - - - 169,971
Charges for Services 1,569,665 - - 25,924 1,595,589
interest and Rents 69,072 2,917 19,594 71,489 163,072
Licenses and Permits 318,020 - - - 318,020
Miscellaneous 297,638 - 10,672 43,988 352,298
Total Revenues 9,938,022 576,512 30,266 1,563,469 12,098,269
Expenditures
Current:
General Government 672,051 - - 2,852 674,903
Public Safety 3,664,892 - - 772,340 4,437,232
Health and Human Services 27,188 - - - 27,155
Public Works - Sanitation 423,228 - - - 423,228
Public Works - Highways and Streets 1,209,999 - - 234,040 1,444,039
Culture and Recreation 457,366 - 228,721 9,280 695,367
Debt Service:
Principal 106,513 40,000 - 98,233 243,746
Interest 137,420 821,348 - 11,688 970,456
Benefits 2,119,546 - - - 2,119,546
Capital Outlay - - 951,141 581,235 1,532,376
Intergovernmental 46,753 14,086 - 11,072 71,911
Miscellaneous 179,540 323 - - 179,863
Total Expenditures 9,043,463 875,757 1,179,862 1,720,740 12,819,822
Excess of Revenues Over (Under)
Expenditures 894,559 (299,245) (1,149,596) (167.271) (721,553)
Other Financing Sources (Uses)
Operating Transfers in 49,449 260,000 - 32,870 342,119
Operating Transfers (Out) (32,670} - - (10,772) (43,442)
Sale of Assets 6,370 - - - 6,370
Total Other Financing Sources 23,149 260,000 - 21,898 305,047
Net Change in Fund Balances 817,708 (39,245) (1,149,596) (145,373) (416,506)
Fund Balances - Beginning of Year 1,880,385 347,856 2,108,288 1,968,517 5,305,046
Fund Balances - End of Year $ 2,798,093 $ 308,611 3 958,692 $ 1,823,144 3 5,888,540

The accompanying notes are an integral part of the financial statements
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EXETER TOWNSHIP
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - MODIFIED
CASH BASIS OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
YEAR ENDED DECEMBER 31, 2010

Net change in fund balances - total governmental funds 3 (416,506)

The funds record bond issuance costs and bond discounts as current
period expenditures while those costs are capitalized on the statement
of net assets and amortized over the life of the bonds. The amounts
related to the above items that make up differences are:
Bond Issuance Costs (9,467)
Bond Discount (7.329)

The issuance of long-term liabilities provide financial resources to
governmental funds and contribute to the change in fund balance.
However, the issuance of debt does not affect the Statement of Activities
since it increases long-term liabilities in the Statement of Net Assets.
Accordingly, the repayment of principal is reported as an expenditure
in the governmental funds, but reduces the liability in the Statement of Net
Assets. The amounts related to the above items that make up differences

are:
Decrease in fair value of derivative instrument (103,232)
Principal repayments on general abligation bonds 243,746

Pursuant to the modified basis of accounting, governmental funds do not
recognize expenditures for transactions that are not normally paid with
expendable available financial resources. Pursuant to the accrual basis
of accounting, the Statement of Activities reports expenses and liabilities
regardless of when financial resources are available. In addition, interest
on long-term debt is not recognized in the governmental funds until due,
while it is accrued in the Statement of Activities. The differences for the
items discussed above are:

Other Postemployment Benefits Expense (540,005)
Accrual of interest on long-term debt (117,468)
Change in net assets of governmental activities $ (950,261)

The accompanying notes are an integral part of the financial statements



STATEMENT OF NET ASSETS (DEFICIT) - MODIFIED CASH BASIS

ASSETS
Current Assets:
Cash and Cash Equivalents
Total Current Assets

Noncurrent Assets:
Restricted Cash
Deferred Charges
Total Noncurrent Assets

Total Assets

LIABILITIES
Current Liabilities:
General Obligation Debt
Bond Premium, Net
Accrued Interest Payable
Total Current Liabilities

Noncurrent Liabilities;
General Obligation Debt
Total Noncurrent Liabilities

Total Liabilities !
NET ASSETS (DEFICIT)
Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total Net Assets (Deficit)

EXETER TOWNSHIP

PROPRIETARY FUNDS
DECEMBER 31, 2010

Page 20

Business-Type Activities - Total
Enterprise Funds Business-Type
2009 Capital Activities -
Sewer Country Club Improvement Enterprise Funds

] 9,265,475 3 578,377 $ - 3 3,843,852

9,265,475 578,377 - 9,843,852

- - 4,421,420 4,421,420

462,178 - - 462,178

462,178 - 4,421,420 4,883,598

$ 9,727,653 $ 578,377 $ 4,421,420 $ 14,727,450

1,265,000 - - 1,265,000

160,312 - - 160,312

652,890 - - 652,890

2,078,202 - - 2,078,202

29,050,000 - - 29,060,000

29,050,000 - - 29,050,000

31,128,202 - - 31,128,202
(30,666,024) - - (30,666,024)

- - 4,421,420 4,421,420

9,265,475 578,377 - 9,843,852
3 (21,400,549 § 578,377 $ 4,421,420 $ (16,400,752)

The accompanying notes are an integral part of the financial statements



EXETER TOWNSHIP

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN

NET ASSETS (DEFICIT) - MODIFIED CASH BASIS - PROPRIETARY FUNDS
YEAR ENDED DECEMBER 31, 2010

Operating Revenues
Sewer Charges
Tapping Fees
Charges for Services
Miscellaneous

Total Operating Revenues
Operating Expenses
Wastewater Collections and Treatment
Culture and Recreation Expenses
Capital Purchases
Total Operating Expenses
Operating Income (Loss)
Nonoperating Revenues (Expenses)
Interest Income
Intergovernmental
Amortization Expense
Bond Interest
Total Nonoperating Revenues (Expenses)

Income (Loss) Before Transfers

Transfer In
Transfers Out

Changes in Net Assets
Net Asset (Deficif) - Beginning of Year

Net Asset (Deficit) - End of Year

Page 21

Business-Type Activities - Total
Enterprise Funds Business-Type
2009 Capital Activities -
Sewer Fund Country Club Improvement Enterprise Funds

$ 4,729,939 $ - $ - $ 4,729,939
112,860 - - 112,860

- 2,810,125 - 2,810,125

49,478 - 1,078 50,557

4,892,277 2,810,125 1,079 7,703,481

2,869,201 - - 2,869,201

- 2,541,628 - 2,541,628

- 1,455 5,257,633 5,258,988

2,869,201 2,543,083 5,257,533 10,669,817
2,023,078 267,042 (5,256.454) (2,966,336)
405,090 6,849 86,369 498,308

- - 1,000,000 1,000,000
(18,908) - - (18,908)
(1,458,727) - - (1,458,727)
(1,072,545) 6,849 1,086,369 20,673
950,531 273,891 (4,170,085) (2,945,663)

- - 8,591,505 8,591,505
(8,630,182) (260,000) - (8,890,182)
(7,679,651) 13,891 4,421,420 (3,244,340)
(13,720,898) 564,486 - (13,156.412)
3 (21,400549) § 578,377 3 4,421,420 $ (16,400,752)

The accompanying notes are an mtegral part of the financial statements
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EXETER TOWNSHIP
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED DECEMBER 31, 2010

Business-Type

Activities - Total
Enterprise Fund Business-Type
2008 Capital Activities -
Sewer Fund Country Club Improvement Enterprise Funds
Cash Flows From Operating Activities
Cash received from Sewer Charges 3 4,729,939 $ - $ - 3 4,729,939
Cash received from Tapping Fees 112,860 - - 112,860
Cash received from Miscellaneous 49,478 - 1,079 50,5657
Cash received from Charges for Services - 2,810,125 - 2,810,125
Cash payments for Salaries and Benefits (1,436,898) - - (1,436,898)
Cash payments for Goods and Services (1,432,303) (2,543,083) (5,257,533) (8,232,919)
Net Cash Provided (Used) By Operating Activities 2,023,076 267,042 (5,256,454) (2,966,336)
Cash Flows from Non-Capital Financing Activities
Repayments of Bonds Payable (1,198,444) - - (1,198,444)
Grants - - 1,000,000 1,000,000
Interest on Bonds Payable (1,288,687) - - (1,288,687)
Operating Transfers In - - 8,591,508 8,591,505
Operating Transfers Out (8.630,182) (260,000) - (8,890,182)
Net Cash Provided (Used) By Financing Activities (11,117,313) (260,000) 9,591,505 (1,785,808)
Cash Flows from Investing Activities
Interest Income 405,090 6,849 86,369 498,308
Net Cash Provided By Investing Activities 405,090 6,849 86,369 498,308
Net Increase (Decrease) in Cash and Cash Equivalents (8,689,147) 13,891 4,421,420 (4,253,836)
Cash, Restricted Cash, and Cash Equivalents, Beginning of Year 17,954,622 564,486 - 18,519,108
Cash, Restricted Cash, and Cash Equivalents, End of Year $ 9,265,475 $ 578,377 $ 4,421,420 3 14,265,272
Reconciliation of Operating income to Net Cash
Provided By Operating Activities:
Operating Income (Loss) $ 2,023,076 $ 267,042 3 (5,256,454) § (2,966,336)
Net Cash Provided (Used) By Operating Activities $ 2,023,076 § 267,042 3 (5,256,454) § (2,966,336)

The accompanying notes are an integral part of the financial statements



NOTE 1:
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EXETER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Exeter Township (the "Township") operates under the Second Class Township Code
under the laws of the Commonwealth of Pennsylvania. The operations of the Township
are vested in a board of supervisors. The Township provides the following services:
general government, public safety, health and human services, public works, and culture
and recreation. As discussed in Note 1C, these financial statements were prepared on a
modified cash basis of accounting. The modified cash basis of accounting differs from
accounting principles generally accepted in the United States of America (GAAP).

A summary of the Township's significant accounting policies is as follows:

A)

B)

Reporting Entity

In order to be in compliance with accounting principles generally accepted in the
United States, the Township is required to implement all statements of the GASB
relevant to the Township. The Township has not adopted the provisions of GASB
Statement No. 39, “Determining Whether Certain Organizations are Component
Units”. As required by accounting principles generally accepted in the United
States of America, the financial statements of the reporting entity should include
those of the Exeter Township (the “Primary Government’) and its Component
Units. The management of the Township determined that the following entities
should be considered component units due to the Township's oversight
responsibility; the Exeter Township, Berks County, Authority and the Exeter
Community Library however, they have elected not to include them in these
financial statements.

Government-wide and Fund Financial Statements

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

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

Separate financial statements are provided for governmental funds and
proprietary funds. Major individual governmental funds and major individual
enterprise funds are reported as separate columns in the fund financial
statements.



Page 24

EXETER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

NOTE 1: NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

C)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements, both governmental and business type
activities, are reported using the economic resources measurement focus within the
limitations of the modified cash basis of accounting, as defined in item (2) below.

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

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

2) The proprietary fund utilizes an "economic resources” measurement
focus. The accounting objectives of this measurement focus are the
determination of operating income, changes in net assets (or cost
recovery), financial position, and cash flows. All assets and liabilities
(whether current or noncurrent, financial, or nonfinancial) asscciated
with their activities are reported. Proprietary fund equity is classified
as net assets.

Amounts paid to acquire capital assets resulting from cash transactions shouid be
capitalized, but are not, as assets in the government-wide and proprietary fund
financial statements, rather than reported as an expenditure/expense. Proceeds of
long-term debt resulting from cash transactions are recorded as liabilities in the
government-wide and proprietary fund financial statements, rather than as an other
financing source. Amounts paid to reduce long-term indebtedness resulting from
cash transactions are reported as a reduction of the related liability, rather than as
an expenditure/expense.

in the government-wide Statement of Net Assets and Statement of Activities and
the fund financial statements, governmental and business-type activities are
presented using a modified cash basis of accounting. This basis recognizes
assets, liabilities, net assets/fund equity, revenues, and expenditures/expenses
when they result from cash transactions with a provision for depreciation in the
government-wide statements and proprietary fund statements. This basis is a
comprehensive basis other than accounting principles generally accepted in the
United States of America.

As a result of the use of this modified cash basis of accounting, certain assets and
their related revenues and certain liabilities and their related expenses are not
recorded in these financial statements.
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EXETER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

NOTE 1: NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

C)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

In the governmental fund financial statements, amounts expended to acquire
capital assets resulting from cash transactions are recorded as expenditures in the
year cash is expended, rather than as fund assets. The proceeds of long-term debt
resulting from cash transactions are recorded as an other financing source rather
than as a fund liability. Also, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only
when payment is due.

The Township reports the following major governmental funds:

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

e The Debt Service Fund is used to account for the financial resources
accumulated and payments made for principal and interest on the 2007
General Obligation Note.

e The Golf Acquisition Fund is used to account for the financial resources used to
acquire and make improvements to the golf course and banquet facility at the
Reading Country Club.

The Township reports the following major proprietary fund:

s The Sewer Fund is used to account for the operation of the sewer system,
which is operated as a public utility.

e The Country Club is used to account for the operations of the golf course and
the restaurant of the Reading Country Club.

o The 2009 Capital Improvement Fund is used to account for the financial
resources {o be used for sanitary and storm sewer improvements.

Proprietary fund operating revenues, such as charges for services, result from
exchange transactions associated with the principal activity of the fund. Exchange
transactions are those in which each party receives and gives up essentially equal
values. Non-operating revenues, such as subsidies and investment earnings, result
from nonexchange transactions or ancillary activities.

Private-sector standards of accounting and financial reporting issued prior fo
December 31, 1989, generally are followed in both the government-wide and
proprietary fund financial statements to the extent that those standards do not
conflict with or contradict guidance of the GASB. The Township has opted to apply
only the accounting and reporting pronouncements issued by the Financial
Accounting Standards Board (FASB) on or before November 30, 1989 for business-
type activities and proprietary funds to the effect they are applicable to the modified
cash basis of accounting.



NOTE 1:

Page 26

EXETER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)
C) Measurement Focus, Basis of Accounting, and Financial Statement Presentation

D)

(Continued)

When both restricted and unrestricted resources are available for use, it is the
Township's policy to use restricted resources first, then unrestricted resources as
they are needed for their intended purposes.

Assets, Liabilities, and Net Assets or Fund Balances

1. Cash and Cash Equivalents
For purposes of the accompanying statement of cash flows, the Township

considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents.

2. Capital Assets

Capital assets resulting from cash transactions are reported as disbursements in
the acquiring fund and in the appropriate government-wide activity column upon
disbursement. No capital assets or related depreciation are reported in the
enterprise fund financial statements or the government-wide statements.

3. Restricted Cash

Restricted Cash represent amounts set aside for the liquidation of specific
obligations, as detailed in Note 3.

4. Long-Term Debt

In the government-wide financial statements, long-term debt and other long-term
obligations arising from cash transactions are reported as liabilities in the Statement
of Net Assets and Proprietary Fund Financial Statements. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds using the straight line method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are reported as
deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond
premiums and discounts, as well as bond issuance costs, during the current period.
The face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts
on debt issuances are reported as other financing uses. Issuance costs, whether
or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

5. Net Assets/Fund Balances

The government-wide and proprietary fund financial statements utilize a net assets
presentation. Net assets are categorized as invested in capital assets (net of
related debt), restricted and unrestricted.






