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INDEPENDENT AUDITORS’ REPORT
TOWNSHIP OF TOBYHANNA

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 Township of Tobyhanna as of
and for the year ended December 31, 2011, which collectively comprise the Township’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of Township
of Tobyhanna’s management. Our responsibility is to express an opinion on these financial statements

based on our audit.

We conducted our audit in accordance with U.S. Generally Accepted Auditing Standards and Government
Auditing Standards issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes consideration of internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Township’s internal control over financial reporting.
Accordingly, we express no such opinion. 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

opinion.

As discussed in Note 1, The Township of Tobyhanna prepares its financial statements on a modified cash
and cash basis of accounting, which are a comprehensive basis of accounting other than U.S. Generally
Accepted Accounting Principles. Accordingly, the accompanying financial statements are not intended to
present financial position and results of operations in conformity with U.S. Generally Accepted Accounting

Principles.
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In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information, and the respective changes in financial position, as of and
for the year then ended December 31, 2011, in conformity with the other comprehensive basis of

accounting referred to above.

The management’s discussion and analysis and budgetary comparison information, are not a required part
of the basic financial statements, but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation

of the supplementary information. However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a report dated March 31, 2012 on
our consideration of Township of Tobyhanna’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and the results of that testing
and not to provide an opinion on the internal control over financial reporting. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in

conjunction with this report in considering the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township of Tobyhanna’s basic financial statements. The combining and individual non-
major fund financial statements are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The combining and individual non-major fund financial statements have
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a

whole.
Gomails, Ds i Weaﬁ , LLP

ALLENTOWN, PENNSYLVANIA
MARCH 31,2012
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

TowNSHIP OF TOBYHANNA

We have audited the financial statements of the Township of Tobyhanna, as of and for the year ended
December 31, 2011, and have issued our report thereon dated March 31, 2012. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller

General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING
In planning and performing our audit, we considered the Township of Tobyhanna's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Township of Tobyhanna’s internal control over financial reporting. Accordingly, we do not express an

opinion on the effectiveness of the Township of Tobyhanna's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of

the financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be deficiencies, significant deficiencies or material weaknesses. We did not identify any deficiencies

in internal control over financial control that we consider to be material weakness as defined above.

4-
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However, we identified the following certain deficiencies in internal control over financial reporting that
we consider to be significant deficiencies in internal control over financial reporting. Due to a relatively
small staff, accounting, administrative, and asset custody functions are not properly segregated consistent
with appropriate control objectives. A significant deficiency is a deficiency, or combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit

attention by those charged with governance.

COMPLIANCE AND OTHER MATTERS
As part of obtaining reasonable assurance about whether Township of Tobyhanna's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required

to be reported under Government Auditing Standards.

AUDITOR REPORTING AND OTHER COMMUNICATION CONSIDERATIONS
Township of Tobyhanna's response to the finding identified above is as follows: Management believes that
with the oversight of the Board of Supervisors, the significant deficiency described above is sufficiently

mitigated to a level acceptable by management.

We did not audit Township of Tobyhanna's response and, accordingly, we express no opinion on it. This
report is intended solely for the information and use of management and that of government oversight

bodies and is not intended to be and should not be used by anyone other than these specified parties.
(4
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ALLENTOWN, PENNSYLVANIA
MARCH 31, 2012
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TOWNSHIP OF TOBYHANNA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31,2011

The discussion and analysis of Township of
Tobyhanna’s financial performance provides
an overall review of the Township’s
financial activities for the fiscal year ended
December 31, 2011. The intent of this
discussion and analysis is to look at the
Township’s financial performance as a
whole; readers should also review the notes
to the basic financial statements and
financial statements to enhance their
understanding of the Township’s financial

performance.

FINANCIAL HIGHLIGHTS

Township of Tobyhanna was organized in
1830. The Township operates under an
elected Board of Supervisors, and provides
the following services to its residents:
public safety, highways and streets,
sanitation, culture-recreation, planning
and zoning, and general administrative

services.

Key government-wide financial highlights for 2011 are as follows:

» In total, net assets were $10,939,109.

e  General revenues accounted for $3,882,386 in revenue or 67% of all revenues. Program

specific revenues in the form of charges for services, operating grants and contributions,

and capital grants and contributions accounted for $1,923,127 or 33% of total revenues of

$5,805,513.

o Total assets were $16,668,436 of which $3,052,068 represents unrestricted cash and

investments. Fixed assets, net of accumulated depreciation were $13,057,095.

e The Township had $5,815,086 in expenses; only $1,923,127 of these expenses were

offset by program specific charges for services, grants, or contributions. General

revenues (primarily taxes) of $3,882,386 were adequate to provide for these programs.

* Expenses, after program revenue was $3,891,959.

o The Township issued refunding debt for the Sewer operations in the amount of

$4,965,000 repaying it’s 1997 and 1997 A series notes.



TOWNSHIP OF TOBYHANNA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
DECEMBER 31,2011

USING THIS GENERAL ACCEPTED ACCOUNTING PRINCIPALS REPORT (GAAP)

This annual report consists of a series of financial statements and notes to those statements.
These statements are organized so the reader can understand Township of Tobyhanna as a
financial whole, an entire operating entity. The statements then proceed to provide an

increasingly detailed look at specific financial activities.

[ I
Management’s Discussion and Analysis Basic Financial Statements
Notes to the
Government-wide Financial Fund Financial Statements Financial Statements

Statements

The Statement of Net Assets and Statement of Activities provide information about the activities
of the whole Township, presenting both an aggregate view of the Township’s finances and a
longer-term view of those finances. Fund financial statements provide the next level of detail.
For governmental funds, these statements tell how services were financed in the short-term as
well as what remains for future spending. The fund financial statements also look at the
Township’s most significant funds with all other non-major funds. In the case of Township of

Tobyhanna, the General Fund is by far the most significant fund.

REPORTING THE TOWNSHIP AS A WHOLE
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the Township to provide
programs and activities, the view of the Township as a whole looks at all financial transactions

and asks the question, “How did we do financially during the year?”



TOWNSHIP OF TOBYHANNA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
DECEMBER 31, 2011

REPORTING THE TOWNSHIP AS A WHOLE (CONTINUED)
Statement of Net Assets and the Statement of Activities

The Statement of Net Assets and the Statement of Activities answer this question. These
statements include all assets and liabilities using the accrual basis of accounting similar to the
accounting used by most private-sector companies. The basis of accounting is that of modified
cash, which means, the financial information is reported on the cash basis and also include
outstanding debt and fixed assets. These two statements report the Township’s net assets and
changes in those assets. This change in net assets is important because it tells the reader that, for
the Township as a whole, the financial position of the Township has improved or diminished.
The causes of this change may be the result of many factors, some financial, and some not. Non-
financial factors include the Township’s property tax base, current property tax laws in
Pennsylvania restricting revenue growth, facility condition, required public works and public

safety activities, and other factors.

Table 1 provides a summary of the Township’s net assets:

2011 2010 2009 2008 2007 2006
Assets
Current and Other Assets $ 3,611,341 $ 3,443,770 $ 3,366,139 $ 4,109,213 $ 3,662,619 $ 2,570,857
Capital Assets 13,057,095 13,673,266 13,757,626 13,454,126 14,109,704 14,792,664
16,668.436 17.117.036 17,123,765 17,563,339 17,772,323 17,363,521
Liabilities
Current Liabilities 699,108 961,554 793,584 811,479 831,932 790,561
Long-Term Liabilities 5,030,219 5,206,800 5,674,115 6,320,086 6,563,803 7.205.022
5,729,327 6,168.354 6.467.699 7,131,565 7.395.735 7.995.583
Net Assets
Investment in Capital
Assets, net of related debt 7,828,698 8,003,548 7,437,545 6,489,204 6,909,742 6,953,704
Restricted 1,251,692 1,155,208 1,423,105 1,867,162 1,209,206 906,096
Unrestricted 1,858,719 1,789,926 1,795.416 2,075,408 2,257,640 1,508,138
$ 10,939,109 $ 10,948,682 $ 10,656,066  § 10431774 & 10376588  §_ 9367938
8



TOWNSHIP OF TOBYHANNA
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

DECEMBER 31,2011

REPORTING THE TOWNSHIP AS A WHOLE (CONTINUED)

Statement of Net Assets and the Statement of Activities

In the Statement of Net Assets and the Statement of Activities, the Township reports

governmental activities. Governmental activities are the activities where most of the Township’s

programs and services are reported including, but not limited to, general government, public

works, public safety, and recreation. The Township also engages in business-like activities,

which includes the sewer fund. Recall that the Statement of Net Assets provides the perspective

of the Township as a whole.

Unrestricted net assets, the part of net assets that can be used to finance day-to-day activities

without constraints established by grants or legal requirements, decreased by $ 68,793 for 2011.

Table 2 provides a summary of the Township’s statement of activities:

2011 2010 2009 2008 2007 2006
Program Revenues
Charges for Services $ 1,269,074 1,036,036 1,090,080 1,262,456 $ 2,052,027 3 1,188,866
Operating Grants / Contributions 654,053 620,547 481,498 539,148 565,688 602,645
% Capital Grants / Contributions 0 0 230,000 0 0 0
General Revenues
Taxes 3,874,580 3,927,222 3,640,911 3,937,932 3,689,018 3,975,418
Investment Earnings 7,806 9,526 39,225 111,736 172,638 140,760
Total Revenues 5,805,513 5,593,331 5.481.714 5,851,272 6.479.371 5.907.689
Program Expenses
General Government 537,463 458,934 526,656 703,868 759,812 871,575
Public Safety 2,618,458 2,463,480 2,472,508 2,531,443 2,397,373 2,512,022
Public Works 1,192,139 1,006,033 855,023 1,035,759 830,261 885,293
. Cultural and Recreation 254,895 260,413 251,854 282,101 298,822 293,829
% Other 61,858 63,157 76,309 82,161 82,265 108,935
Interest on Long-Term Debt 16,045 25,314 28,069 31,242 62,872 42,188
Unallocated Depreciation 423,584 423,584 423,584 423,584 423,584 423,584
@ Enterprise fund 710,644 599.873 623419 705,928 615,732 624,091
Total Expenses 5,815,086 5,300,788 5257422 5,796,086 5.470,721 5,761,517
Increase in Net Assets  § 9.573) § 292,543 § 224,292 55,186 $ 1,008,650 $ 146,172

2




E TOWNSHIP OF TOBYHANNA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
DECEMBER 31, 2011

Governmental Activities

The Statement of Activities shows the cost of program services and the charges for services and

grants offsetting those services.

Table 3 shows the total cost of services and the net cost of services. That is, it identifies the cost
of these services supported by tax revenue.

2011 2010 2009 2008 2007 2006
General Government $ (62,164) $ (78,449) $ (74,067) $  (289,619) $  (283,985) $  (370,026)
Public Safety (2,133,364) (2,127,261) (2,207,992) (2,057,492) (1,738,236) (2,202,213)
Public Works (910,408) (1,281,734) (659,880) (173,729) (643,627) (671,126)
Cultural and Recreation (242,396) (247,502) (14,447) (273,661) (291,653) (285,071)
Other (61,858) (63,157) (72,748) (82,161) (82,205) (77,106)
% Interest on Long-Term Debt (16,045) (25,314) (28,069) (31,242) (62,872) (42,188)
Unallocated Depreciation (423,584) (423,584) (423,584) (423,584) (423,584) (423,584)
E Enterprise (42.140) 53,755 24,943 (62,995) 673,156 101,308

$§ (3.801,959)  § _(4103246)  § (3455.844) = § (3,994483) = 5 (2853006 = § (3,970,006)

Defining the Classifications of Expenditure:

o General Government activities includes the activities of the legislative board of
% Supervisors, financial administration, legal counsel, insurance, and physical plant.

o Public safety activities includes police protection, code enforcement, fire protection, and
planning.

o Public Works includes general services, servicing of streets and storm sewers, and snow
E and ice removal.

o Cultural and recreation includes the library and parks.
o Other includes insurance.

o Interest on long-term debt and fiscal charges involve the transactions associated with the
payment of interest and other related charges to debt of the Township.

R o Enterprise fund involves the Townships activities in the public sewers operations.

10



TOWNSHIP OF TOBYHANNA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
DECEMBER 31, 2011

The dependence upon real estate tax revenues is apparent. For all activities, general revenue
support is 70%. The community, as a whole, is the primary support for the Township of
Tobyhanna. The real estate taxes for the Township are collected from township residents. The
tax on real estate, as levied by the Board, was 15.19 mills ($15.19 per $1,000 of assessed
valuation) for the year. The tax levy is 13.74 mills for general purposes, 0.75 mills for the
Library and 0.70 mills for fire protection. Assessed valuations of property are determined by
Monroe County and the collectors are responsible for collection. Taxable assessed valuation was
$199,882,910.

REPORTING THE TOWNSHIP’S MOST SIGNIFICANT FUNDS
Fund Financial Statements

Fund financial reports provide detailed information about the Township’s major funds. The
Township uses many funds to account for a multitude of financial transactions. However, these
fund financial statements focus on the Township’s most significant funds. Most of the
Township’s activities are reported in governmental funds, which focus on how money flows into
and out of those funds and the balances left at year-end available for spending in the future
periods. These funds are reported using an accounting method called cash basis, which measures
cash receipts and disbursements. 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 whether there are more or fewer financial
resources that can be spent in the near future to finance programs. The relationship (or
differences) between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds is reconciled in the financial statements. The

following are the Township’s governmental funds:

General Fund (Major Fund)

The general fund is the operating fund of the Township and is used to account for all
financial resources except those required to be accounted for in another fund. The General
Fund balance is available to the Township for any purpose provided it is expended or
transferred according to the general laws of The Commonwealth.

Capital Projects Funds (Major Fund) account for financial resources to be used for the

acquisition or construction of certain major capital facilities which are not financed by the
Proprietary and General Funds.

11



TOWNSHIP OF TOBYHANNA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
DECEMBER 31, 2011

REPORTING THE TOWNSHIP’S MOST SIGNIFICANT FUNDS (CONTINUED)
The following are the Township’s governmental funds (continued):

Special Revenue Fund (Non-major Fund)

The Special Revenue Fund accounts for specific revenue sources which are legally
restricted to expenditures for specified purposes. The Township accounts for the Fire tax,
Library tax, and Liquid Fuels Tax in this fund.

Debt Service Fund (Non-major Fund)
The Debt Service Fund accounts for resources accumulated for the purpose of funding
general long-term debt obligations.

The following are the Township’s other funds:

Enterprise Funds are used to account for operations that are financed and operated in a
manner similar to private business enterprises, where the costs of providing services to the
general public on a continuing basis are financed through user charges. The Public Sewer
Fund is the sole Enterprise Fund of the Township.

Trust Funds are used to account for assets held by the Township in a trustee capacity.
This includes the Pension Trust Fund. The Pension Trust Fund is used to account for the
four retirement pension plans. The Pension Trust Fund is accounted for in essentially the
same manner as the Proprietary Fund since capital maintenance is critical.

THE TOWNSHIP’S FUNDS

As indicated above, these funds are accounted for using the modified accrual basis of accounting.
All governmental funds had total revenues of $5,136,944 and expenditures of $4,751,350. Other
financing sources and uses include transfers between the funds. The net change in fund balance
for the year was a decrease of $385,594. In 2010, the Township spent $549,041 on the Stony

Hollow road improvement project, which is included in public works expenditures.

12



TOWNSHIP OF TOBYHANNA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

DECEMBER 31, 2011

GENERAL FUND BUDGETING HIGHLIGHTS

The Township’s budget is prepared according to Pennsylvania law and is based on accounting

for certain transactions on a basis of cash receipts, disbursements, and encumbrances. The most

significant budgeted fund is the General Fund.

CAPITAL ASSETS
Table 4
Capital Assets
Balance, Balance,
Beginning Additions Ending
CAPITAL ASSETS
Land and Land Improvements $ 1,546,135 $ $ 1,546,135
Building & Improvements 7,961,275 7,961,275
Roads and Bridges 13,404,939 13,404,939
Sewer System 4,411,149 32,151 4,443,300
Equipment 3,706,310 45,700 3,752,010
31,029,808 77,851 31,107,659
ACCUMULATED DEPRECIATION (17,356,542) (694,022) (18,050,564)
$ 13,673,266 $(345,733) 0 $ 13,057,095

Description of the years Capital Asset Activity:

o Depreciation for the year was $423,584 for governmental funds and $270,438 for

proprietary funds.

o Tobyhanna Township and Tunkhannock Township have been working together to
continue improvements to the Austin T Blakeslee Natural Area. An overwhelming use of
the Natural Area encouraged the Townships to apply for and were granted Gaming funds
to install a pavilion and purchase grills, picnic tables and benches. Picnic tables have also
been placed a one of the scenic overlooks and benches have been placed along the trails.
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