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Certified Dublic Accountants & Consultants

INDEPENDENT AUDITOR’'S REPORT

To the Borough Council
Borough of Gettysburg
Gettysburg, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the
Borough of Gettysburg, Pennsylvania as of and for the year ended December 31, 2009, which collectively
comprise the basic financial statements of the Borough as listed in the table of contents. These financial
statements are the responsibility of the Borough'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.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the discretely presented component unit, each
major fund, and the aggregate remaining fund information of the Borough of Gettysburg, Pennsylvania as of
December 31, 2009 and the respective changes in its financial position thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis on pages 2 to 8, the historical pension information on
page 42, and the general fund budgetary comparison schedule on page 43 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 such information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Borough of Gettysburg’s basic financial statements. The combining nonmajor fund
financial statements on pages 45 and 46 are presented for the purposes of additional analysis and are not a
required part of the basic financial statements. The combining nonmajor 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.

i it Eennmat ﬁvyﬂ%iﬁt

Chambersburg, Pennsylvania
June 9, 2010



BOROUGH OF GETTYSBURG
MANAGEMENT’'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2009
UNAUDITED

As management of the Borough of Gettysburg, we offer readers of these financial statements this narrative
overview and analysis of the financial activities of the Borough of Gettysburg for the fiscal year ended
December 31, 2009. We encourage readers to consider the information presented here in conjunction with
additional information that can be found in the basic financial statements and the accompanying notes to those
financial statements.

Financial Highlights

o The assets of the Borough of Gettysburg exceeded liabilities at December 31, 2009 by $ 8,990,626. Of
this amount $ 1,490,660 is unrestricted and may be used to meet the government’s ongoing obligations to
citizens and creditors.

o The total net assets increased by $ 444,015.

o At December 31, 2009, the governmental funds reported combined fund balances of $ 1,883,969 of which
$ 1,186,760 unreserved and is available for spending at the Borough of Gettysburg’s discretion, $ 6,269
was reserved for inventory, $ 161,178 was reserved for prepaid expenses, $ 306,369 for long-term
receivables, $ 6,799 for community development and $ 216,594 reserved for law enforcement purposes.

e Governmental fund balances increased $ 354,898 during the year.

Overview of the Financial Statements

This discussion and analysis is to serve as an introduction to the Borough of Gettysburg’s basic financial
statements. The basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains
additional supplementary information.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the Borough of Gettysburg’s finances, in a manner similar to a private-
sector business. The government-wide financial statements can be found on pages 9 and 10 of this report.

o The Statement of Net Assets presents information on all of the Borough of Gettysburg’s assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or decreases in
net assets may serve as a useful indicator of whether the financial position of the Borough of Gettysburg
is improving or deteriorating.

o The statement of activities presents information showing how the government’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal period.

e Government-wide financial statements distinguish functions of the Borough of Gettysburg that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-like activities). The Borough of Gettysburg’s governmental activities include Public
Safety, Health and Human Services, Community Development, Public Works, General Government,
Culture and Recreation and Debt Service. These financial statements do not present any business-like
activities. The government-wide financial statement do present information of the component unit which
is the water and sewer transactions of Gettysburg Municipal Authority, Inc.



BOROUGH OF GETTYSBURG
MANAGEMENT’'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2009
UNAUDITED

Overview of the Financial Statements (Continued)

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Borough of Gettysburg, like
other local governments, uses fund accounting to ensure and demonstrate compliance with finance and related
legal requirements. All of the funds of the Borough of Gettysburg can be divided into three categories:
governmental funds, fiduciary funds and component units.

e Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, governmental fund financial statements
focus on near-term inflows and outflows of available resources, as well as on balances of available
resources available at the end of the fiscal year. This information is useful in evaluating the Borough of
Gettysburg’s near-term financing requirements.

e Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information for governmental funds with information presented for
governmental activities in the government-wide financial statements. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison.

e The Borough of Gettysburg maintains six individual government funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General, Capital Projects Fund and Capital Reserve
Fund all of which are considered to be major funds. Data from the other governmental funds are
combined into a single, aggregated presentation. A schedule in the Other Supplemental Section of the
financial statements details the funds that make up the other governmental funds.

e The Borough of Gettysburg adopts an annual appropriated budget for all of the governmental funds
except for the debt service fund.

e The basic governmental fund financial statements can be found on pages 11 — 14 of the report.

Component Unit A component unit is a legally separate organization that a primary government must include
as part of its financial reporting entity for fair presentation in conformity with Generally Accepted
Accounting Practices (GAAP). It is important to underscore that components units, by definition, must be
legally separate entities.

There are three specific tests for determining whether a particular legally separate entity is a component unit
of a primary government’s financial reporting entity. Those tests involve 1) appointment of the unit’s
governing board 2) fiscal dependence on the primary government and 3) the potential that exclusion would
result in misleading financial reporting.

Gettysburg Municipal Authority, Inc (GMA) financial information is presented as a discretely presented
component unit in the financial statements that follow. Two important criteria used to come to this
conclusion is 1) the Borough of Gettysburg council appoints the governing board of GMA and 2) a
management agreement that provides for the Borough to manage and operate the Utility. The notes to the
financial statements address this issue and provide additional information in Note 1. Summary of Significant
Accounting Policies. Separate financial statements, which includes a Management Discussion and Analysis
of the Authority, are available at the Authority’s administrative office located at 59 East High Street,
Gettysburg, PA 17325.



BOROUGH OF GETTYSBURG
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2009
UNAUDITED
Overview of the Financial Statements (Continued)

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Borough of Gettysburg’s programs. The basic
fiduciary fund financial statements can be found on pages 15 - 16 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 17 - 41 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning funding progress for the Borough’s employee

pension obligations. Required supplementary information can be found on page 42 — 43 of this report.

Government-Wide Financial Analysis

As stated earlier, net assets may serve over time as a useful indicator of a government’s financial position.

In the case of the Borough of Gettysburg, assets exceeded liabilities by $ 8,990,626 at the close of the most
recent fiscal year. By far the largest portion of the Borough’s net assets reflects its investment in capital
assets (e.g., land, buildings, equipment and construction in progress,) less any related debt used to acquire
those assets that are still outstanding.

The Borough uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the Borough’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

BOROUGH OF GETTYSBURG’S NET ASSETS

Governmental
Activities
2009 2008
Current assets $ 2,283,476 $ 1,629,405
Capital assets and other assets 8,803,213 9,315,416
TOTAL ASSETS 11,086,689 10,944,821
Other liabilities 867,638 787,458
Long-term liabilities 1,228.425 1,592,752
TOTAL LIABILITIES 2,096,063 2,380,210
Net assets:
Invested in capital assets, net
of related debt 7,276,573 7,271,051
Restricted 223,393 6,662
Unrestricted 1,490,660 1,286,898
TOTAL NET ASSETS $ 8,990,626 $ 8,564,611




BOROUGH OF GETTYSBURG
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2009
UNAUDITED
Changes in Net Assets

The following is a summary of the Borough of Gettysburg’s changes in net assets:

Governmental
Activities
2009 2008
Revenues:
Program Revenues:
Charges for Services $ 1,369,765 $ 1,380,801
Operating Grants and Contributions 561,033 502,321
Capital Grants and Contributions 384,223 295,533
General Revenues:
Taxes:
Property 1,650,553 1,701,418
Earned income tax 472,488 304,071
Real Estate Transfer 70,038 95,170
Local services tax 332,934 179,809
Admission 135,409 134,004
Occupational and Per Capita 34,459 27,208
Hotel 30,000 30,000
Other 5,660 1,223
Interest and Investment Earnings 8,100 20,569
Miscellaneous 12,997 1,594
Transfer in (out) 0 54,952
Accrued EIT Refund 0 0
Gain (Loss) on Sale of Equipment 0 0
5,067,659 4,728,673
Expenses:
General Government 1,111,060 1,172,685
Public Safety 1,860,871 1,618,971
Health and Human Services 29,633 23,285
Public Works 792,088 1,014,571
Culture and Recreation 300,810 344,663
Community Development 472,660 342,095
Interest and Amortization 74,522 80,896
Total Expenses 4,641,644 4,597,166
Increase (Decrease) in Net Assets 426,015 131,507
Net Assets — Beginning 8,564,611 8,433,104
Net Assets — Ending $ 8,990.626 $ 8.564.611




BOROUGH OF GETTYSBURG
MANAGEMENT’'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2009
UNAUDITED

Financial Analysis of the Government’s Funds

Governmental Funds - As noted earlier, the Borough of Gettysburg uses fund accounting to ensure and
demonstrate compliance with finance related legal requirements. The focus of the Borough of Gettysburg’s
governmental funds is to provide information on near-term inflows, outflows, and balances of available
resources. Such information is useful in assessing financing requirements. Unreserved fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of the fiscal year.
The Borough of Gettysburg’s governmental funds reported combined ending fund balances of $ 1,883,969.
Approximately 63% of this total amount ($ 1,186,760) constitutes unreserved fund balance which is available
for spending at the government’s discretion. The remainder of the fund balance ($ 697,209) is reserved to
indicate that it is not available for new spending because it has already been committed for prepaid expenses,
long-term receivables, funds to be used solely for law enforcement purposes and fuel inventory.

The general fund is the primary operating fund of the Borough. During the year, revenues exceeded
expenditures and other financing sources and uses (transfers in) in the general fund by $ 149,800.

The chart below illustrates the breakdown of governmental funds costs:

Debtservice
8%

Community General
Development Government
10% 22%

Culture and
Recreation
6%

Public Works
16%

Public Safety
Health and Human 37%
Services

1%




BOROUGH OF GETTYSBURG
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2009
UNAUDITED
Budgetary Highlights

The original budget for the Borough of Gettysburg was amended during the year. Expenses were increased
by $ 45,000 which was to be funded with a transfer from the Maintenance Reserve Fund. The added
expenses were to hire an architectural consultant for the Borough Hall renovations, to contract with a grant
writing company, to purchase computer equipment and to acquire an appraisal for Borough property.

During the year, general fund revenues were more than budgeted revenues by about $ 203,000 and general
fund expenditures were less than budgeted expenditures by about $ 157,000. The favorable budget variance
for revenues resulted mostly from taxes collected in excess of what was budgeted. Positive budget variances
for expenditures were generated by the Highway Department and Public Safety departments.

Capital Asset Administration

The Borough of Gettysburg’s investment in capital assets includes land, buildings and improvements,
equipment, streets, storm sewer systems, lighting systems, and other infrastructure. This investment in capital
assets as of December 31, 2009 was $ 8,591,850 for governmental activities (net of accumulated
depreciation). Major capital asset events during the year were:

e Additions of $ 499,654 and retirements of § 267,032 in capital assets of governmental activities.
Government activities added assets that include the purchase of various public works equipment,
computer equipment and the repaving of numerous alleys. Additions to work-in-progress included the
Borough Building renovations, West Middle Street brick sidewalks project and surveying for three
additional alley repaving projects.

Comparative Capital Assets at December 31:

Governmental
Activities
2009 2008
Land and Improvements $ 354,835 $ 327,794
Building and Improvements 7,076,102 7,262,234
Machinery and Equipment 345,010 392,443
Furniture and Fixtures 0 0
Collections 14,150 14,150
Construction in Progress 104,938 282,066
Infrastructure 696,815 647,705
Total Capital Assets § 8591850 § 8926392

Additional information on capital assets can be found in Note 5 in the Notes to Financial Statements.



BOROUGH OF GETTYSBURG
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2009
UNAUDITED
Debt Administration

The Borough of Gettysburg had total outstanding bonded debt of $§ 1,287,512. The governmental activity
amounts are backed by the full faith and credit of the Borough of Gettysburg. The following is a comparative
statement of outstanding debt:

Governmental
Activities
2009 2008
General Obligation Bond $ 1,287,512 $ 1,568,985
General Obligation Note 0 41,363
$ 1,287,512  § 1,610,348
Capital Lease Payable 27,765 44,993
Terminated Benefit Payable 24,468 37,808
Compensated Absences 249,062 284,098
Total Debt $ 1,588.807 $ 1,977,247

During the year $ 281,473 of bonded debt and $ 41,363 of General Obligation Notes were retired. A net
decrease of $ 65,604 in accrued compensated absences, capital lease payable and terminated benefits payable
were recorded.

The Borough of Gettysburg maintains a rating of “AAA” (negative outlook) assigned by Standard & Poor’s
Rating Services (S&P) with the understanding that the debt is guaranteed by a financial guaranty insurance
policy. In addition, S&P has assigned an underlying rating of “A+” (stable).

As a borough, there are legal limitations on the amount of debt that can be outstanding. Additional
information on the Borough of Gettysburg’s long term debt can be found in Note 7 in the Notes to Financial

Statements.

Economic Factors and Next Year’s Budget

Assessed valuation has averaged .8% annual growth over the last four years and 1% over the last 10 years.
The general fund budget for 2010 reflects a 2% percent increase in total revenues and a .18% increase in
expenses over the 2009 budget.

Request for Information

This financial report is designed to provide a general overview of the Borough of Gettysburg’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the Borough Manager, 59
East High Street, Gettysburg, PA 17325.



BOROUGH OF GETTYSBURG

STATEMENT OF NET ASSETS
December 31, 2009

Governmental Component Unit
Activities Authority
ASSETS
Current assets
Cash and cash equivalents $ 1,594,286 $ 5,506,372
Investments 0 7,603,995
Taxes receivable, net 264,958 0
Accounts receivable - billed 134,891 446,681
Accounts receivable - unbilled 0 424,202
Mortgages receivable, net of allowance for
uncollectible accounts 96,000 0
Accrued interest receivable 25,894 0
Inventories 6,269 62,095
Prepaid expenses 161,178 35,021
Total current assets 2,283,476 14,078,366
Noncurrent assets
Restricted investments 6,799 0
Loan receivable 184,475 0
Bond issue costs 20,089 0
Capital assets not being depreciated:
Land 0 0
Construction in progress 104,938 2,067,154
Capital assets net of accumulated depreciation:
Land and Land improvements 354,835 103,782
Buildings and improvements 7,076,102 9,254,242
Machinery, equipment and furniture 359,160 28,814,833
Infrastructure 696,815 0
Total noncurrent assets 8,803,213 40,240,011
Total assets $ 11,086,689 $ 54,318,377
LIABILITIES
Current liabilities
Accounts payable $ 166,147 $ 233,931
Accrued wages and withholdings 85,582 31,858
Accrued interest 20,003 0
Unearned revenues 235,524 0
Consumer deposits 0 75,567
Long-term liabilities: Due within one year
Bonds and notes payable 312,035 1,119,194
Capital lease payable 18,244 0
Compensated absences 26,229 0
Termination benefit payable 3,874 0
Total current liabilities 867,638 1,460,550
Noncurrent liabilities
Long-term liabilities: Due in more than one year
Bonds and notes payable 975,477 12,531,441
Capital lease payable 9,521 0
Compensated absences 222,833 0
Termination benefit payable 20,594 0
Total noncurrent liabilities 1,228,425 12,531,441
Total liabilities 2,096,063 13,991,991
NET ASSETS
Invested in capital assets, net of related debt 7,276,573 32,547,377
Restricted 223,393 0
Unrestricted 1,490,660 7,779,009
Total net assets 8,990,626 40,326,386
Total liabilities net assets $ 11,086,689 $ 54,318,377

The Notes to Financial Statements are an integral part of this statement.
-9-



BOROUGH OF GETTYSBURG

STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2009

Net (Expense) Revenue and Changes in

Net Assets
Primary
Program Revenue Government
Charges for Operating Grants Capital Grants and Governmental Component Unit
Functions/Programs Expenses Services and Contributions  Contributions Activities Authority
Primary government
Governmental activities
General government $ 1,111,060 $ 186,897 $ 18,542 $ 5,990 (S 899,631)
Public safety 1,860,871 161,753 368,196 15,696 ( 1,315,226)
Health and human services 29,633 0 6,111 0 ( 23,522)
Public works 792,088 977,592 19,738 145,678 350,920
Culture and recreation 300,810 43,523 10,376 24,250 ( 222,661)
Community development 472,660 0 138,070 192,609 ( 141,981)
Interest and amortization 74,522 0 0 0 ( 74,522)
Total governmental activities 4,641,644 1,369,765 561,033 384,223 ( 2,326,623)
Component Unit
Municipal Authority $ 5,176,924 § 4,160,382 $ 03 1,661,719 $ 645,177
General revenues and transfers:
Taxes:
Property taxes $ 1,650,553  $ 0
Earned income tax 472,488 0
Real estate transfer tax 70,038 0
Local services tax 332,934 0
Admission tax 135,409 0
Occupational and per capita taxes 34,459 0
Hotel taxes 30,000 0
Other taxes 5,660 0
Unrestricted investment earnings 8,100 69,372
Miscellaneous income 12,997 7,010
Total general revenues and transfers 2,752,638 76,382
Change in net assets 426,015 721,559
Net assets - beginning 8,564,611 39,604,827
Net assets - ending $ 8,990,626  § 40,326,386

The Notes to Financial Statements are an integral part of this statement.

-10 -




BOROUGH OF GETTYSBURG

BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2009

Other Total
Capital Projects Capital Reserve Governmental Governmental
General Fund Fund Fund Funds Funds
ASSETS
Cash and cash equivalents $ 707,857 $ 368,783 $ 378,579 $ 139,067 $ 1,594,286
Investments 0 0 0 6,799 6,799
Accounts and grants receivable 80,703 26,027 0 28,161 134,891
Taxes receivable, net 264,958 0 0 0 264,958
Due from other funds 86,629 35,398 0 0 122,027
Loans receivable 0 184,475 0 184,475
Mortgages receivable, net of allowance 0 0 0 96,000 96,000
Accrued interest receivable, net of allowance 0 0 25,894 25,894
Inventories 6,269 0 0 0 6,269
Prepaid expenses 161,178 0 0 0 161,178
Total assets $ 1,307,594 § 614,683 $ 378,579 $ 295,921 $ 2,596,777
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ 145,595 $ 20,354 $ 03 198 $ 166,147
Due to other funds 15,000 64,000 20,398 22,629 122,027
Deferred revenue 83,993 224,279 0 30,780 339,052
Accrued wages, benefits and withholdings 85,582 0 0 0 85,582
Total liabilities 330,170 308,633 20,398 53,607 712,808
Fund balances
Reserved for:
Inventories 6,269 0 0 0 6,269
Prepaid expenses 161,178 0 0 0 161,178
Long term loan receivables 0 184,475 0 121,894 306,369
Other purposes 0 0 216,594 6,799 223,393
Unreserved - undesignated:
General fund 792,643 0 0 0 792,643
Special revenue funds 0 0 0 113,621 113,621
Capital reserve fund 0 0 141,587 0 141,587
Capital projects fund 0 121,575 0 0 121,575
Unreserved - designated for self insurance 17,334 0 0 0 17,334
Total fund balances 977,424 306,050 358,181 242,314 1,883,969
Total liabilities and fund balances $ 1,307,594 $ 614,683 $ 378,579 $ 295921 $ 2,596,777

The Notes to Financial Statements are an integral part of this statement.
-11 -



BOROUGH OF GETTYSBURG

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
December 31, 2009

Total fund balance - governmental funds $ 1,883,969

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

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the fund balance sheet, but are
reported in the governmental activities of the Statement of Net Assets.
Cost of assets 16,518,687
Accumulated depreciation ( 7,926,837) 8,591,850

Bond issue costs are not available to pay current period expenditures and
therefore are not reported in the fund balance sheet, but are reported in the
government activities of the Statement of Net Assets. 20,089

Taxes receivable and accrued interest receivable are not available soon enough

to pay for the current period's expenditures, and therefore are deferred in the

fund balance sheet. However, these are recorded as revenue and receivable

when earned for the government-wide statements. 103,528

Some liabilities are not due and payable in the current period and are not
included in the fund balance sheet, but are included in the governmental
activities of the Statement of Net Assets.

Bonds and notes payable, net ( 1,287,512)
Capital lease ( 27,765)
Accrued interest ( 20,003)
Compensated absences ( 249,062)
Termination benefits ( 24,468)
( 1,608,810)
Total net assets - governmental activities $ 8,990,626

The Notes to Financial Statements are an integral part of this statement.
-12 -



BOROUGH OF GETTYSBURG

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2009

Other Total
Capital Projects Governmental Governmental
General Fund Fund Captial Reserve Funds Funds
REVENUES
Taxes $ 2,675,188 $ 0 $ 0 $ 0 $ 2,675,188
Licenses and permits 98,132 0 0 0 98,132
Fines and forfeits 292,515 0 216,594 0 509,109
Investment earnings 3,904 1,235 971 783 6,893
Rents 19,745 0 0 0 19,745
Intergovernmental 254,723 191,091 0 270,266 716,080
Charges for services 953,549 0 0 0 953,549
Donations 31,635 15,000 0 0 46,635
Miscellaneous 20,428 0 0 0 20,428
Total revenues 4,349,819 207,326 217,565 271,049 5,045,759
EXPENDITURES
General government 984,602 64,000 0 883 1,049,485
Public safety 1,663,190 0 0 0 1,663,190
Health and human services 29,633 0 0 0 29,633
Public works 702,901 0 0 123,667 826,568
Culture and recreation 275,454 0 0 0 275,454
Community development 76,737 221,819 0 138,070 436,626
Debt service 409,905 0 0 0 409,905
Total expenditures 4,142,422 285,819 0 262,620 4,690,861
Excess (deficiency) of revenues over expenditures 207,397 ( 78,493) 217,565 8,429 354,898
OTHER FINANCING SOURCES (USES)
Transfers in 0 0 38,500 19,097 57,597
Transfers out ( 57,597) 0 0 0 ( 57,597)
Total other financing sources and uses ( 57,597) 0 38,500 19,097 0
Net change in fund balances 149,800 ( 78,493) 256,065 27,526 354,898
Fund balances - beginning 827,624 384,543 102,116 214,788 1,529,071
Fund balances - ending $ 977,424 $ 306,050 $ 358,181 $ 242,314 $ 1,883,969

The Notes to Financial Statements are an integral part of this statement.
-13 -



BOROUGH OF GETTYSBURG

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2009

Net change in fund balances - total governmental funds

Amounts reported for Governmental Activities in the Statement of Activities are
different because:

Capital outlays are reported in governmental funds as expenditures. However, in the
statement of activities, the cost of capital assets is allocated over their estimated useful
lives as depreciation expense. This is the amount by which depreciation expense
differs from capital outlays in the period.

Depreciation expense ( 567,164)
Capital outlays, net of retirements 232,622

Because some taxes will not be collected for several months after the Borough's fiscal
year ends, they are not considered as "available" revenues in the governmental funds.
The difference in tax revenue is:

Governmental funds report bond and capital lease proceeds as current financial
resources. In contrast, the Statement of Activities treats such issuance of debt as a
liability. Governmental funds report repayment of bond and capital lease principal as
an expenditure. In contrast, the Statement of Activities treats such repayments as a
reduction in long-term liabilities. This is the difference between proceeds and
repayments.

Governmental funds report bond issue costs, bond loss and discounts as expenditures.
However, in the statement of activities, these costs are amortized over the life of the
related bond. This is the amount of amortization expense for the current year.

Some expenses reported in the statement of activities do not require the use of current
financial resources and these are not reported as expenditures in governmental funds.
This is the difference between the amount (incurred) and the amount paid for:

Accrued interest expense 2,429
Compensated absences 33,375
Termination benefits 13,340
Vision benefits 1,661

Change In net assets - governmental activities

The Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

STATEMENT OF FIDUCIARY NET ASSETS
December 31, 2009

Pension Trust Private Purpose

Funds Trust Fund
ASSETS
Cash and cash equivalents $ 72,093 $ 0
Investments 4,994,769 8,576
Total assets $ 5,066,862 $ 8,576
NET ASSETS
Held in trust for:
Employees' pension benefits $ 5,066,862 $ 0
Other purposes 0 8,576
Total net assets $ 5,066,862 $ 8,576

The Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF GETTYSBURG

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
For the Year Ended December 31, 2009

Pension Trust Private Purpose
Funds Trust Funds
Additions
Contributions
Employer $ 104,626 $ 0
Employer - state funded 140,756 0
Total contributions 245,382 0
Investment earnings
Net appreciation (depreciation) in fair value of investments
and gain (loss) on sale of investments 869,518 0
Interest, dividends and other 132,151 184
Total investment income 1,001,669 184
Less investment expenses:
Fiduciary fees ( 20,324) 0
Net investment earnings 981,345 184
Total additions 1,226,727 184
Deductions
Benefit payments 222,156 0
Administrative expense 21,544 0
Other services 0 184
Total deductions 243,700 184
Change in net assets held in trust for:
Employees' pension benefits 983,027 0
Other purposes 0 0
Net assets - beginning 4,083,835 8,576
Net assets - ending $ 5,066,862 $ 8,576

The Notes to Financial Statements are an integral part of this statement.
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Note 1.

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Nature of Operations

The Borough of Gettysburg, Pennsylvania, operates under a strong council-weak mayor-manager
form of government and provides the following services as authorized by the Borough Code:
Public Safety — Police and Fire, Highways and Streets, Sanitation, Public Service, Health and
Social Services, Culture — Recreation, Public Improvements, Planning and Zoning, and General
Administrative Services.

The financial statements of the Borough of Gettysburg, Pennsylvania, have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to governmental
units. The Government Accounting Standards Board (GASB) is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles. The Borough also
applies Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles
Board (APB) opinions issued on or before November 30, 1989, to its government-wide and
proprietary fund financial statements provided they do not conflict with or contradict GASB
pronouncements. The government’s more significant accounting policies are described below.

Reporting Entity

The GASB defines the criteria used to determine the composition of the reporting entity. It requires
that the reporting entity include (a) the primary government, (b) organizations for which the
primary government is financially accountable and (c) 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.

The definition of the reporting entity is based primarily on the notion of financial accountability. A
primary government is financially accountable for the organizations that make up its legal entity. It
is also financially accountable for legally separate organizations if its officials appoint a voting
majority of an organization's governing body and either it is able to impose its will on that
organization or there is a potential for the organization to provide specific financial benefits to, or
to impose specific financial burdens on the primary government. A primary government may also
be financially accountable for the governmental organizations that are fiscally dependent on it.

A primary government has the ability to impose its will on an organization if it can significantly
influence the programs, projects, or activities of, or the level of services performed or provided by
the organization. A financial benefit or burden relationship exists if the primary government (a) is
entitled to the organization's resources; (b) is legally obligated or has otherwise assumed the
obligation in some manner for the debt of the organization; or (c) is obligated in some manner for
the debt of the organization.

Some organizations are included as component units because of their fiscal dependency on the
primary government. An organization is fiscally dependent on the primary government if it is
unable to adopt its budget, levy taxes or set rates or charges, or issue bonded debt without approval
by the primary government.

Based upon the application of these criteria, the following is a brief review of the potential
component unit addressed in defining the government’s reporting entity.
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Note 1. Summary of Significant Accounting Policies (Continued)

The following component unit meets the criteria for discrete presentation and is included within the
reporting entity:

e The Gettysburg Municipal Authority (the “Authority”) is governed by a board appointed by
Borough Council of which one member serves on both Boards. The Authority owns the
water and sewer plant which services the Borough of Gettysburg entirely and neighboring
Townships, Cumberland and Straban. The Borough has also issued general obligation
bonds on behalf of the Authority. The debt service for these bond issues is paid entirely by
the Authority. See Note 7 for additional information.

In addition, on December 20, 2004, a management agreement between the Authority and the
Borough was which provides for the Borough to manage and operate the Utility System, and shall
renew annually unless either party requests in writing to terminate the agreement on or before
October 1 of each year. Separate financial statements of the Authority are available at the
Authority’s Administrative office located at 59 East High Street, Gettysburg, Pennsylvania 17325.

Fund Accounting

The accounts of the Borough are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund balance/net assets/(deficit),
revenue, and expenditures/expenses. The various funds of the primary government are segregated
into the categories of governmental and fiduciary.

Governmental Funds

Governmental Funds are those through which most governmental functions of the
Borough are financed. The measurement focus is on the flow of expendable resources,
rather than on net earnings determination.

The Borough reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the Borough. This
fund is used to account for all financial transactions except those required to be
accounted for in another fund. This is a budgeted fund, and any unrestricted fund
balances are considered as resources available for use.

The Borough reports the following major governmental funds:

Capital Projects Fund - This fund is used to account for financial resources to be used
for the acquisition or construction of major capital facilities (other than those financed
by enterprise funds).

Capital Reserve Fund — This fund is used to set monies aside for future capital
improvements.

The Borough reports the following non-major governmental funds:

Special Revenue Funds - These funds are used to account for proceeds of specific
revenue sources used to finance specific activities as required by law or administrative
regulation. The Borough has the following Special Revenue Funds:

e Small Communities Program Fund — The Small Communities Program Fund
accounts for various federal and state grants used to provide funding for
community development projects.
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Note 1. Summary of Significant Accounting Policies (Continued)

Fund Accounting (Continued)

e Highway Aid Fund is used to account for state liquid fuels tax revenue used
primarily for building, improving, and maintaining local roads and bridges.

e Company K Fund is used to account for financial resources to be used for the
perpetual care and maintenance of the Company K Memorial Monument.

Fiduciary Funds

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary
fund category is split into four classifications: pension trust funds, investment trust funds,
private purpose trust funds, and agency funds. Trust funds are used to account for assets
held by the Borough under a trust agreement for individuals, private organizations, or
other governments and are therefore not available to support the Borough's own programs.
The Borough has no investment trust funds or agency funds. Fiduciary Funds are not
included in the government-wide financial statements.

The Borough maintains pension trust funds for the police and non-uniformed personnel.
The Borough also maintains a private purpose trust fund - the Eichelberger-Stahle Trust
Fund, which accounts for a charity fund in which yearly proceeds are to be distributed to
the deserving poor of the Borough.

Basis of Presentation

Government-wide Financial Statements — The statement of net assets and the statement of activities
display information about the Borough as a whole. These statements include the financial activities
of the primary government, except for fiduciary funds. The Borough’s public safety, health and
welfare, highways, parking facilities, culture and recreation, community development, and general
administrative services are classified as governmental activities. The statements distinguish
between these activities of the Borough that are governmental and the discretely presented
component unit.

The government-wide statements are prepared using the economic resources measurement focus.
This is the same approach used in the preparation of the proprietary fund financials but differs from
the manner in which governmental fund financials are prepared. Governmental fund financial
statements therefore include a reconciliation with brief explanations to better identify the
relationship between the government-wide statements and statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the Borough’s governmental activities. Direct
expenses are those that are specifically associated with a service, program, or department and
therefore clearly identifiable to a particular function. Program revenues include charges paid by the
recipient for the goods or services offered by the program and grants and contributions that are
restricted to meeting the operation or capital requirements of a particular program. Revenues which
are not classified as program revenues are presented as general revenues of the Borough, with
certain limited exceptions. The comparison of direct expenses and program revenues identifies the
extent to which each governmental function is self-financing or draws from the general revenues of
the Borough.
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Note 1.

Summary of Significant Accounting Policies (Continued)

Basis of Presentation (Continued)

Fund Financial Statements — Fund financial statements report detailed information about the
Borough. The focus of the governmental fund financial statements is on major funds rather than
reporting funds by type. Each major fund is presented in a separate column. Nonmajor funds are
aggregated and presented in a single column. The major fund concept does not apply to fiduciary
funds and they are reported by fund type.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using a flow of current financial
resources measurement focus. The financial statements for governmental funds are a balance sheet,
which generally includes only current assets and current liabilities, and a statement of revenues,
expenditures, and changes in fund balances, which reports on the sources (i.e., revenues and other
financing sources) and uses (i.e., expenditures and other financing uses) of current financial
resources.

Fiduciary funds are reported using the economic resources measurement focus.

Basis of Accounting

Accrual

Government-wide and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property taxes are recognized as revenues in the year for which they are levied.

Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met. Net assets (total assets less total liabilities) are used as a practical
measure of economic resources and the operating statement includes all transactions and events that
increased or decreased net assets. Depreciation is charged as expense against current operations
and accumulated depreciation is reported on the statement of net assets.

Modified Accrual

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers tax revenue to be available if collected within
60 days of the end of the fiscal period. In applying the “susceptible to accrual” concept to
intergovernmental revenues pursuant to GASB standards, the provider should recognize liabilities
and expenses and the recipient should recognize receivables and revenue when the applicable
eligibility requirements, including time requirements, are met. Resources transmitted before the
eligibility requirements are met are reported as advances by the provider and as deferred revenue by
the recipient.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.
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Note 1. Summary of Significant Accounting Policies (Continued)

Basis of Accounting (Continued)

Cash and Cash Equivalents

Cash and cash equivalents are defined as short-term, highly liquid investments that are readily
convertible to known amounts of cash and include investments with original maturities of three
months or less.

Investments
Investments and investment pools are reported at fair value, which is determined as follows:

Securities traded on a national or international exchange are valued at the last reported sales
price at current exchange rates. Managed funds related to the retirement systems and
investments in external investment pools not listed on an established market are reported at
estimated fair value as determined by the respective fund managers based on quoted sales
prices of the underlying securities. Unrealized appreciation or depreciation due to changes in
fair values of such investments is recognized annually.

Concentrations

The Borough receives real estate, per capita, and occupation taxes from residents within the
Borough limits. The Borough uses a tax collector to collect all current real estate, per capita and
occupation taxes. The Borough may lien any property associated with the real estate assessment.

The Borough is located in Adams County within South Central Pennsylvania.
Inventories

Inventory of fuel is maintained in the General Fund. It is carried at cost using the first-in, first-out
method and are subsequently charged to expenditure when consumed.

All other governmental fund types expense inventoriable items when purchased, which are
insignificant at year end.

Inventory in the proprietary funds is valued at the lower of cost or market, using the first-in, first-
out method. The cost of inventory is recorded as an expense when consumed rather than when
purchased.

Capital Assets

General capital assets are those assets that generally result from expenditures in the governmental
funds. These assets are reported in the governmental activities column of the government-wide
statement of net assets but are not reported in the governmental fund financial statements.

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is
not available. Donated fixed assets are valued at their estimated fair value on the date donated.
Capital assets with a value of $ 1,000 or more are capitalized by the Borough. Infrastructure
acquired after January 1, 2003 (in accordance with GASB provisions) is capitalized and depreciated
over its estimated useful life. When an asset is disposed of, cost and related accumulated
depreciation is removed, and any gain or loss arising from its disposal is credited or charged to
operations.
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Note 1. Summary of Significant Accounting Policies (Continued)

Capital Assets (Continued)

All reported capital assets are depreciated. Improvements are depreciated over the remaining useful
lives of the related capital assets. Depreciation is computed using the straight-line method over the
following useful lives:

Land improvements 20
Infrastructure 20
Buildings and improvements 20 - 40
Machinery and equipment 5-15
Furnishings and fixtures 5

Collections include historical treasures that are not depreciated. The collections are being held for
public exhibition, protected, kept unencumbered, cared for and preserved, and therefore are not
depreciated.

Net Assets
In the government-wide financial statements, net assets are classified in the following categories:

Investment in Capital Assets, Net of Related Debt: This category groups all capital assets,
including infrastructure, into one component of net assets. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acquisition, construction or
improvement of these assets reduce this category.

Restricted Net Assets: This category presents external restrictions imposed by creditors,
grantors, contributors or laws or regulations of other governments and restrictions imposed by
law through constitutional provisions or enabling legislation.

Restricted Governmental Activities Net Assets: Net assets are restricted for the upkeep of
the Company K monument. Also, during 2009, the Borough received forfeits in relation
to a local police action. The funds received are restricted to be used for future public
safety expenditures. The following details the restricted net assets:

Restricted for Company K monument $ 6,799
Restricted for public safety 216,594
$223,393

Unrestricted Net Assets: This category represents the net assets of the Borough, which are not
restricted for any project or other purpose. However, these funds may be internally designated
for specific projects or purposes in the fund financial statements.

When both restricted and unrestricted resources are available for use, it is the Borough’s policy to
use restricted resources first, then unrestricted resources as they are needed.
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Note 1.

Summary of Significant Accounting Policies (Continued)

Fund Balance

In the governmental fund financial statements, reserves and designations segregate portions of fund
balance that are either not available or have been earmarked for specific purposes. As of December
31, 2009, reservations of fund balance are described below:

Reserved for Inventory/Prepaid Expenses/Long Term Receivables/Company K Monument.
These designations reflect non-current resources so that they will not be considered as
current available funds.

Reserved for Other Purposes. See above for description of reserves for public safety.

Unreserved — Designated for Self Insurance. This designation reflects current resources
that have been set aside to be used for self insurance in the future.

Interfund Activity

Advances between funds are accounted for in the appropriate interfund receivable and payable
accounts. Advances between funds which are not expected to be repaid are accounted for as
transfers. Interfund balances and transactions are eliminated in the government-wide financial
statements.

Exchange transactions, if any, between funds are reported as revenues in the seller funds and as

expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Interfund transfers are

reported as other financing sources/uses in governmental funds.

Budgets and Budgetary Accounting

Annual budgets are adopted for the General Fund, Capital Projects Fund, Highway Aid Fund,
Capital Reserve Fund, Small Communities Fund, and the Water and Sewer Funds. The budgets are
prepared on a basis consistent with accounting principles generally accepted in the United States of
America. All appropriations lapse at year-end. There was one budget revision during the year
ended December 31, 2009.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, and the disclosure of contingent assets and liabilities, if any, at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental columns in the statement of net assets. Bond
premium 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 and loss on refinancing. Bond issuance costs are reported as deferred charges
and amortized over the term of the related debt.
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Note 1.

Summary of Significant Accounting Policies (Continued)
Long-Term Obligations

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 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.

Pension Plans

The Borough offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The plan, available to all Borough employees, permits them to defer a
portion of their salary until future years. The deferred compensation is not available to employees
until termination, retirement, death, or unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts, property, or rights are held in trust for the
exclusive benefit of participants and their beneficiaries. The assets will not be diverted to any other
purpose. The Borough has a duty of due care that would be required of an ordinary prudent
investor.

Compensated Absences/Vision Benefits

Liability for compensated absences is accounted for in accordance with the provisions of the
GASB, which require entities to accrue for employees’ rights to receive compensation for vacation
leave, or payments in lieu of accrued vacation or sick leave, as such benefits are earned and
payment becomes probable.

Under terms of the Borough's employment agreements, employees are granted vacation, personal,
and sick leave in varying amounts. Vacation and personal time must be used during the calendar
year for all employees and cannot be carried over. Upon retirement from the Borough, non-
uniformed employees and police are reimbursed for accumulated sick leave in accordance with
personnel policies. Under terms of the Borough’s employment agreements, employees are granted
vision benefits in varying amounts. Upon retirement from the Borough, all employees are
reimbursed for accumulated vision benefits in accordance with personnel policies.

The vesting method is used to account for sick leave and vision liabilities. In accordance with
GASB standards, no liability is recorded in the governmental fund financial statements and an
expenditure is recorded as payments are made. In the government-wide statements, the liability and
expenses are recorded as earned.

Discretely Presented Municipal Authority:

Accounts Receivable and Concentration of Credit Risk

The Authority provides water and sewer service to customers within the Gettysburg area.
Receivables are recorded at face amount. A minimal allowance for doubtful accounts has
been recorded.

Unbilled Revenue

During the year, customer water meters are read quarterly and water/sewer bills rendered
throughout quarterly periods. Because not every meter is read on the same date, revenue
for services rendered but not yet billed is accrued at year-end to match revenues with
related expenses.

-24 -



Note 1. Summary of Significant Accounting Policies (Continued)

Discretely Presented Municipal Authority (Continued):

Capital Assets

All capital assets are valued at historical cost or estimated historical cost if actual historical
cost is not available. Donated fixed assets are valued at their estimated fair value on the
date donated. Capital assets with a value of § 1,000 or more are capitalized by the
Borough. When an asset is disposed of, cost and related accumulated depreciation is
removed, and any gain or loss arising from its disposal is credited or charged to
operations.

All reported capital assets are depreciated. Improvements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the
straight-line method over the following useful lives:

Buildings and plant 25-40 years
Wells 25 years
Lift stations 25 years
Utility and general 10-15 years

Compensated Absences/Vision Benefits

Under the terms of the Authority’s employment agreements, full-time employees are
granted vacation leave after completing twelve months of employment. The amount of
vacation days awarded is based on the number of continuous service years. Vacation is
awarded to employees on their anniversary dates, rather than the year-end of the
Authority. With few exceptions, employees may not accumulate any unused vacation
leave.

Note 2. Cash and Investments

Borough:

The Borough is authorized to invest in the following:

>
>
>

U.S. Treasury Bills.

Short-term obligations of the U.S. Government or its agencies.

Deposits in savings accounts or certificates of deposit insured by the FDIC or NCUSIF 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.

Obligations of the U.S. Government, Commonwealth of Pennsylvania, or any agency,
instrumentality, or political subdivision thereof, backed by the full faith and credit of the
applicable government.

Shares of an investment company registered under the Investment Company Act of 1940,
whose shares are registered under the Securities Act of 1933.
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Note 2. Cash and Investments (Continued)
Custodial Credit Risk — Deposits

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 written policy for custodial credit risk. As of
December 31, 2009, $ 1,210,180 of the Borough’s bank balance of $ 1,818,498 was exposed to
custodial credit risk as follows:

Uninsured and uncollateralized $ 0

Collateralized with securities held by the pledging financial
institution 0

Uninsured and collateral held by the pledging bank's trust
department but not in the Borough's name 1,210,180

$ 1,210,180

Included in the Governmental Activities investments on the statement of net assets is a certificate of
deposit at Adams County National Bank of $ 6,799, with a maturity of less than one year. Included
in the Fiduciary investments on the statement of fiduciary net assets is a certificate of deposit at
Adams County National Bank of § 8,576, with a maturity of less than one year. All are considered
deposits for purpose of this disclosure.

Municipal Pension Plans

Investments held by the trustees of the Borough’s pension plans are as follows:

Value
Money Market Funds $ 72,093
Mutual Funds 4,994,769
$ 5.066.862

These funds have no defined maturity dates, and can be liquidated on a daily basis.

Credit Risk

The Borough does not have a policy which limits investment in fixed income securities to a
particular credit quality rating. Approximately 43% of total mutual fund investments are fixed
income investments and of this amount, only a small portion of these funds are invested in bonds

that are given a credit quality rating. However, where the ratings apply, most have received a rating
of AAA or better.
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Note 2.

Note 3.

Cash and Investments (Continued)

Discretely Presented Municipal Authority:

The Authority is authorized to invest funds as detailed above for the Borough.
Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Authority's deposits may not
be returned to it. The Authority does not have a written policy for custodial credit risk. As of
December 31, 2009, $ 6,610,864 of the Authority's bank balance of § 7,140,429 is exposed to credit
risk. Included in this amount is $ 1,542,212 of certificates of deposit, which are classified as
investments on the statement of net assets. The $ 6,610,864 was uninsured and collateralized with
securities held by the pledging bank's trust department, but not in the Authority's name.

Credit Risk
The Authority does not have a formal policy pertaining to credit risk.

Taxes Receivable and Deferred Revenues

Property taxes are levied on March 1 for the tax year. Taxes are payable at a 2% discount if paid
before May 1 and at a 10% penalty if paid after the due date of June 30. Outstanding real estate
taxes are turned over to Adams County, which handles collections and placement of liens, if
necessary. Taxes are recorded as revenue by the Borough when received from the tax collector,
and accruals are recorded at year-end for taxes expected to be received within 60 days of
December 31 in accordance with the modified accrual basis of accounting. The Borough has
established an allowance for uncollectible taxes based on the evaluation of historical collections.
The total assessed valuation as of December 31, 2009 is $ 120,016,337.

Taxes receivable in the fund financial statements consists of the following as of December 31,
2009:

Real Estate and Real Estate transfer $ 78,886
Per Capita 9,951
Earned Income 103,924
Occupational 19,084
Local Services Tax 57,819
Admission 7,956
Allowance for uncollectible accounts ( 12,662)
Total taxes receivable 264,958

Taxes collected within sixty days, recorded as revenues
in governmental funds ( 180,965)

Taxes estimated to be collected after sixty days,
recorded as deferred revenue in governmental funds $ 83,993
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Note 4.

Interfund Receivables and Payables and Transfers

Borough:

Due from/to other funds consist of the following as of December 31, 2009:

Due To Due From
Small Capital Capital
General Communities Projects Reserve
Fund Fund Fund Fund Total
General Fund $ 0 8 22,629 $ 64,000 $ 0 $ 86,629
Capital Projects Fund 15,000 0 0 20,398 35,398
Total $ 15,000 $ 22,629 $ 64,000 $ 20,398 § 122,027

At December 31, 2009, the General Fund owed the Capital Projects Fund $ 15,000 for the curbing
project at the recreational park. The Small Communities Fund owed the General Fund $ 22,629 for
costs associated with code enforcement. The Capital Projects Fund owed the General Fund

$ 64,000 for building renovation architect costs.

Interfund operating transfers were as follows in 2009:

Transfer To Transfer From Amount
Highway Aid Fund General Fund $ 19,097
Captial Reserve Fund General Fund 38,500

In 2009, the General Fund transferred $ 19,097 to the Highway Aid Fund for a reimbursement of
liquid fuels grant funds and $ 38,500 to the Capital Reserve Fund for future capital outlays.
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Note 5. Capital Assets

Borough:
Capital asset activity for the Borough consists of the following as of and for the year ended
December 31, 2009:
Beginning Ending
Balance Additions Retirements Balance
Cost:
Land improvements $ 397,715 $ 55,601 $ 0 $ 453,316
Infrastructure 4,549,237 250,893 0 4,800,130
Buildings and improvements 9,153,985 49,931 0 9,203,916
Machinery and equipment 1,804,012 53,325 0 1,857,337
Furniture and fixtures 84,900 0 0 84,900
Collections 14,150 0 0 14,150
Construction in progress 282,066 89,904 ( 267,032) 104,938
Total cost 16,286,065 499,654 ( 267,032) 16,518,687
Less accumulated depreciation:
Land improvements ( 69,921) ( 28,560) 0 ( 98,481)
Infrastructure ( 3,901,532) ( 201,783) 0 ( 4,103,315)
Buildings and improvements ( 1,891,751) ( 236,063) 0 ( 2,127,814)
Machinery and equipment ( 1,411,569) ( 100,758) 0 ( 1,512,327)
Furniture and fixtures ( 84,900) 0 0 ( 84,900)
Total accumulated depreciation ( 7,359,673) ( 567,164) 0 ( 7,926,837)
Capital assets, net $ 8,926,392 ($ 67,510) ($ 267,032) $ 8,591,850

Accumulated costs attributable to projects included in “Construction in Progress” at December 31,

2009 are as follows:
Smith and Brickyard Alley $ 3,456
Shealer Alley 742
West Middle Street Bricks 36,740
Borough Building Renovations 64,000

$ 104,938

Depreciation expense for the year ended December 31, 2009 was charged as follows:

General Government $ 141,464
Public Safety 41,347
Highways 237,961
Parking 106,417
Culture and Recreation 39,975

$ 567,164
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Note 5. Capital Assets (Continued)

Discretely Presented Municipal Authority:

Capital asset activity for the Authority consists of the following as of and for the year ended

December 31, 2009:
Beginning Ending
Balance Additions Retirements Balance
Cost:
Land $ 103,782 $ 0 $ 0 $ 103,782
Building and plant 21,309,169 400,786 0 21,709,955
Wells 1,424,962 0 0 1,424,962
Lift stations 775,711 0 0 775,711
Utility and general equipment 38,617,736 3,387,261 0 42,004,997
Construction in progress 2,923,444 1,258,326 ( 2,114,616) 2,067,154
Total cost 65,154,804 5,046,373 ( 2,114,616) 68,086,561
Less accumulated depreciation:
Building and plant ( 11,634,124) ( 821,589) 0 ( 12,455,713)
Wells ( 861,146) ( 54,797) 0 ( 915,943)
Lift stations ( 346,550) ( 30,498) 0 ( 377,048)
Utility and general equipment ( 13,202,085) ( 895,761) 0 ( 14,097,846)
Total accumulated depreciation ( 26,043,905) ( 1,802,645) 0 ( 27,846,550)
Capital assets, net $ 39,110,899 $ 3,243,728 ($  2,114,616) $ 40,240,011

Accumulated costs attributable to projects included in “Construction-in-Progress” at December 31,

2009 are as follows:
York Water Pipeline $ 84,320
Well #9 Rehabilitation 794,513
Wastewater plant upgrade 857,667
Statton Street 68,490
Radio Telemetry 20,377
Future Water 149,331
Filter Media 8,898
Interceptor and Design 26,649
Water Meters 56,909

$ 2,067,154

Depreciation expense for the year ended December 31, 2009 was charged as follows:

Water 676,947
Sewer 1,125,698
$ 1,802,645
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Note 6. Mortgages and Notes Receivable

The following is a summary of changes in mortgages receivable for the year ended December 31,

2009:
Beginning Ending Accrued Current Long-term
Balance Additions  Reductions Balance Interest Portion Portion
Mortgages receivable
(A) Fahnestock $ 96,000 $ 0 $ 0 § 96,000 $§ 25894 § 0 $ 96,000
(B) Scattered Sites 3rd Mortgage 59,718 0 0 59,718 6,221 0 59,718
(C) Scattered Sites 4th Mortgage 150,000 0 0 150,000 15,000 0 150,000
(D) Scattered Sites 5th Mortgage 40,000 0 0 40,000 4,000 0 40,000
Subtotal - mortgages 345,718 0 0 345,718 51,115 0 345,718
Allowance for uncollectible accounts ( 249,718) 0 0 ( 249,718) ( 25,221) 0 ( 249,718)
Net mortgages receivable $ 96,000 $ 0 $ 0 $§ 96,000 $§ 25894 $§ 0 $ 96,000

(A) Fahnestock - On December 31, 1985, the Fahnestock Associates L.P. signed a promissory note
to pay the Borough principal of $ 96,000 with an interest rate of 1% per annum accruing and
payable on December 31, 2010.

(B) Scattered Sites 3rd Mortgage - On January 6, 1993 Gettysburg Scattered Sites Associates
entered into a mortgage with the Borough. The principal amount of § 44,235 was raised to
$ 59,718 on July 28, 1999 and accrues interest at a rate of 1% per annum. All payments of
principal and interest are deferred until the low-income housing project is sold and to the extent
that funds are available after repayment of prior liens.

(C) Scattered Sites 4th Mortgage - On January 6, 1993 Gettysburg Scattered Sites Associates
entered into a mortgage with the Borough. The principal amount of $ 150,000 accrues interest
at a rate of 1% per annum. All payments of principal and interest are deferred until the low-
income housing project is sold and to the extent that funds are available after repayment of
prior liens. Accrued interest as of December 31, 2009 totaled $ 24,000 with interest through
December 31, 1999 totaling $ 10,500 being forgiven.

(D) Scattered Sites Sth Mortgage - On January 6, 1993 Gettysburg Scattered Sites Associates
entered into a mortgage with the Borough. The principal amount of $ 40,000 accrues interest at
a rate of 1% per annum. All payments of principal and interest are deferred until the low-
income housing project is sold and to the extent that funds are available after repayment of
prior liens. Accrued interest as of December 31, 2009 totaled $ 3,600 after the accrued interest
was rolled into principal during 1999.

For the 3", 4™ and 5™ Scattered Sites Mortgages, an allowance for uncollectible accounts has been
established for the entire amount of the mortgage and interest receivable because it is probable that
the Borough will not receive these funds.

The following shows the future amounts receivable for the Fahnestock mortgage:

Fahnestock
Year Principal  Interest

2010 $ 96,000 § 27,254
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Note 6. Mortgages and Notes Receivable (Continued)

Beginning Ending Current Long-term
Balance Additions  Reductions Balance Portion Portion
Notes Receivable
(A) Kennies Market $ 242959 $ 0 ($ 58484) § 184,475 $ 59,963 § 124,512
(B) Gettysburg Economic Development
Corporation 50,000 0 0 50,000 0 50,000
Subtotal - notes 292,959 0 ( 58,484) 234,475 59,963 174,512
Allowance for uncollectible accounts 0 ( 50,000) 0 ( 50,000) 0 ( 50,000)
Total Notes Receivable $ 292959 ($ 50,000) ($ 58/484) § 184,475 § 59,963 $ 124,512

(A) On August 8, 2007, Kennie’s Market, Inc. signed a promissory note to pay the Borough

principal of $ 300,000 with an interest rate of 2.5% per annum. Monthly principal payments of

$ 5,324 will be made through January 1, 2013.

(B) In August 2007, Gettysburg Economic Development Corporation signed an option agreement to

pay the Borough $ 100,000 for the purchase of the Cullison property with no interest. On

October 15, 2007, $ 50,000 was paid, leaving a receivable at December 31, 2007 of $ 50,000.
An allowance for uncollectible accounts has been established for the entire receivable balance

because it is probable that the Borough will not receive these funds.
Note 7. Long-term Liabilities
Borough:

The changes in long-term liabilities during the year ended December 31, 2009 were as follows:

Beginning Ending Current Long-term
Balance Additions Reductions Balance Portion Portion
Bonds and notes payable

(A) 2004 GO Bond $ 1,145,000 $ 0 ($ 270,000) $ 875,000 $ 285000 $ 590,000
(B) 2004 GO Note 41,363 0 ( 41,363) 0 0 0
(C) 2008 GO Bond 435,000 0 ( 14,352) 420,648 29,914 390,734
Bond Discount ( 11,015) 0 2,879 ( 8,136) ( 2,879) ( 5,257)
Subtotal - bonds and notes 1,610,348 0 ( 322,836) 1,287,512 312,035 975,477
Capital lease payable 44,993 0 ( 17,228) 27,765 18,244 9,521
Compensated absences/vision benefit 284,098 37,110 ( 72,146) 249,062 26,229 222,833
Termination benefit payable 37,808 0 ( 13,340) 24,468 3,874 20,594
Total long-term liabilities $ 1,977,247 § 37,110 ($  425,550) $ 1,588,807 $ 360382 § 1,228,425

Bond, Notes, and Loans Payable

(A) General Obligation Bond - Series of 2004 - On March 15, 2004, the Borough issued General

Obligation Bonds in the principal amount of $ 2,485,000 to currently refund the General

Obligation Bonds - Series of 1999. Annual installments varying from $ 245,000 to $ 300,000

are due through October 1, 2012; fixed interest rates vary from 1.00% to 3.20%.

(B) General Obligation Note — 2004 — On September 15, 2004, the Borough issued a General

Obligation Note in the principal amount of $ 192,000 to fund the purchase of parking meters

and a street sweeper. Semiannual installments of § 21,413 are due April 1 and October 1

through October 1, 2009; interest rates are variable — 70% of prime, but not greater than 4%.

This note was paid off in 2009.
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Note 7.

Long-term Liabilities (Continued)

Bond, Notes, and Loans Payable (Continued)

(C) General Obligation Bond — Series of 2008 — On January 31, 2008, the Borough issued General
Obligation Bonds in the principal amount of $ 435,000 to currently refund the General
Obligation Note — 2006. Interest only shall be paid on February 1, 2009, thereafter
semiannual installments of § 29,945 are due February 1 and August 1 through August 1, 2019;
the interest rate is fixed at 7.25%.

Subsequent Events

On December 30, 2005, the Borough entered into a note with the Commonwealth of Pennsylvania's
Highway Department's Pennsylvania Infrastructure Bank (PIB) for $ 300,000. Subsequent to year-
end, on February 8, 2010, the Borough made its first draw on this loan. The future maturities are
included in the future debt payment schedule below.

On March 8, 2010, the Borough Council authorized the issuance of $ 10,045,000 of General
Obligation Bonds, Series of 2010. This issuance will close on May 15, 2010. The purpose of the
issuance is to (1) refinance the 2004A and 2004B General Obligation Bonds of the Borough (issued
on behalf of the Authority), and (2) finance numerous capital projects of the Borough. The portion
of the bonds used to refinance the 2004A and 2004B bonds was $ 6,185,000. These bonds were
issued to finance the Municipal Authority operations and, therefore, this portion will be repaid by
the Authority. The portion of the bonds issued by the Borough for future projects was $ 3,860,000.
This portion is included below as future maturities of the Borough.

The following is a schedule by years and in the aggregate of future minimum debt principal and
interest payments.

Governmental Activities

2010 GO Bond Total
2004 GO Bond 2008 GO Bond PIB Loan (Borough Portion)
Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest

2010 $ 285,000 $ 25986 $ 29914 $ 29977 $ 13,875 § 2,438 $ (U 61,181  § 328,789 §$ 119,582
2011 295,000 18,290 32,122 27,769 28,089 4,536 5,000 122,363 360,211 172,958
2012 295,000 9,440 34,493 25,398 28,547 4,078 5,000 122,263 363,040 161,179
2013 0 0 37,039 22,852 29,013 3,612 305,000 122,163 371,052 148,627
2014 0 0 39,773 20,118 29,487 3,138 310,000 116,063 379,260 139,319
2015-2019 0 0 247,307 51,972 154,809 8,315 1,675,000 453,130 2,077,116 513,417
2020-2024 0 0 0 0 16,180 132 1,560,000 128,160 1,576,180 128,292
$ 875,000 $ 53,716  $ 420,648 $ 178,086 $ 300,000 $ 26,249 $ 3,860,000 $ 1,125323 § 5,455,648 $ 1,383,374

Capital Lease Payable

The Borough has entered into a capital lease for the purchase of two police cars. At December 31,
2009, the leased assets had a cost basis of $ 54,453 net of accumulated amortization of $ 16,913
and is included in capital assets.

The future minimum lease payments under capital lease as of December 31, 2009 are as follows:

2010 $ 19,596
2011 9,798
29,394

Amount representing interest ( 1,629)
$ 27,765
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Note 7.

Long-term Liabilities (Continued)
Termination Benefit Payable

The Borough offered termination benefits to two employees to cover health care costs for these
individuals. The following details the future estimated payments, which are based on expected
increases in health care costs, for the fiscal years ended December 31:

2010 $ 3,874
2011 3,954
2012 4,035
2013 4,118
2014 4,201
2015 4,286

$ 24468

The estimated liability shown above is discounted at a rate of 1.0%.
Discretely Presented Municipal Authority

The changes in long-term liabilities during the year ended December 31, 2009 were as follows:

Beginning Ending Current Long-term
Balance Additions Reductions Balance Portion Portion
Bonds and notes payable
(A) 2002 Water revenue bonds $ 260,000 $ 0 ($ 260,000) $ 0 $ 0 $ 0
Unamortized bond discount ( 1,722) 0 1,722 0 0 0
258,278 0 ( 258,278) 0 0 0
(B) 2004 A GO Bonds - Sewer 1,805,000 0 ( 20,000) 1,785,000 535,000 1,250,000
(C) 2007 GO Bonds - Sewer 7,995,000 0 ( 185,000) 7,810,000 0 7,810,000
Other bond related costs ( 160,977) 0 22,378 ( 138,599) 107,953 ( 246,552)
9,639,023 0 ( 182,622) 9,456,401 642,953 8,813,448
(D) 2004 B GO Bonds - Water 4,445,000 0 ( 180,000) 4,265,000 450,000 3,815,000
Other bond related costs ( 81,719) 0 10,953 ( 70,766) 26,241 ( 97,007)
4,363,281 0 ( 169,047) 4,194,234 476,241 3,717,993
Total long-term liabilities $ 14,260,582 § 0 ($  609,947) $ 13,650,635 § 1,119,194 $ 12,531,441

(A) Guaranteed Water Revenue Bonds — Series 2002 — In 2002, the Authority issued water
revenue bonds in the principal amount of $ 1,780,000. Annual installments varying from
$ 145,000 to $ 260,000 are due through October 2009, interest ranging from 1.75% to 3.90%.
These bonds were paid off in 2009.

The general obligation bonds listed below are issued by the Borough on behalf of the Authority.
All proceeds are utilized by the Authority and the related debt service is paid by the Authority.
Therefore, this debt and unspent bond proceeds at year end is only shown within the discretely
presented component unit column on the government-wide statements.

(B) General Obligation Bond - Series of 2004A - On May 15, 2004, the Borough issued General
Obligation Bonds in the principal amount of $ 1,880,000 to currently refund the Guaranteed
Sewer Revenue Bonds - Series of 1998 of The Gettysburg Municipal Authority. Annual
installments varying from $ 10,000 to $ 565,000 are due through October 1, 2013; fixed
interest rates vary from 2.40% to 3.60%.

(C) General Obligation Bond — Series of 2007 — In 2007, the Borough issued General Obligation
Bonds in the principal amount of $8,285,000 to be used for future Authority projects. Annual
installments varying from $ 185,000 to $ 840,000 are due through August 15, 2023; interest
varying from 4.00% to 4.25%.

-34 -



Note 7.

Note 8.

Long-term Liabilities (Continued)

Discretely Presented Municipal Authority (Continued)

(D) General Obligation Bond — Series of 2004B — On May 15, 2004, the Borough issued General
Obligation Bonds in the principal amount of $ 5,250,000 to advance refund the Guaranteed
Water Revenue Bonds — Series of 1999 of The Gettysburg Municipal Authority. Annual
installments varying from $ 145,000 to $ 575,000 are due through October 1, 2018; fixed
interest rates vary from 2.40% to 4.10%.

The following is a schedule by years and in the aggregate of future minimum debt principal and
interest payments required at December 31, 2009. This includes the future maturities for the 2010
GO Bond, which was issued subsequent to year-end to refinance the 2004A and 2004B bond issues.

Business-type Activities

2007 GO Bond 2010 GO Bond - Sewer 2010 GO Bond - Water Total
Principal Interest Principal Interest Principal Interest Principal Interest

2010 S 0 S 316,562 § 545,000 $ 44564  § 465,000 $ 127,692 $ 1,010,000 $ 488,818
2011 0 316,362 565,000 25,400 500,000 95,655 1,065,000 437,417
2012 0 316,162 570,000 14,100 505,000 85,655 1,075,000 415,917
2013 470,000 315,962 135,000 2,700 510,000 75,555 1,115,000 394,217
2014 615,000 297,762 0 0 525,000 65,355 1,140,000 363,117
2015-2019 3,460,000 1,099,614 0 0 1,865,000 122,910 5,325,000 1,222,524
2020-2024 3,265,000 344,576 0 0 0 0 3,265,000 344,576
§ 7810,000 § 3,007,000 § 1,815,000 $ 86,764 $ 4,370,000 $ 572,822 $ 13,995,000 $ 3,666,586

Operating Leases
Borough:

Lease Expense

The Borough entered into a long-term land lease with PNC Bank, N.A. Beginning on November 1,
1990, the Borough began paying a monthly rental payment of $ 1,200 for ten years. For years
eleven through twenty-five, the Borough pays $ 1,700 per month. Subsequently, the lease is
renewable for an additional fifteen years at $ 2,250 per month through October 31, 2030.

The scheduled lease commitments are as follows:

2010 $ 20,400
2011 20,400
2012 20,400
2013 20,400
2014 20,400
2015 20,400

§ 122,400

Discretely Presented Municipal Authority:
Lease Revenue

The Authority leases space to AT&T Wireless for a communications tower. The lease began in
2002 for a five year term, automatically renewing for five additional five year terms unless AT&T
notifies the Authority of their intent not to renew at least six months prior to the expiration date of
the current term. Rental income totaled $ 25,089 in 2009 and $ 24,359 in 2008. Beginning in year
two, and each year thereafter, the annual rental payment increases by three percent over the
previous year’s rent.
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Note 8.

Note 9.

Operating Leases (Continued)
Discretely Presented Municipal Authority (Continued):

The Authority also leases space to Verizon Wireless for a communication tower. The lease began in
2006 for a five year term, automatically renewing for five additional five year terms unless Verizon
Wireless notifies the Authority in writing of their intent not to renew at least ninety days prior to the
expiration date of the existing lease. Rental income totaled $ 18,700 in 2009 and $ 22,100 in 2008.
The lease amount will increase at the beginning of each 5 year term, but will remain constant for
the five years that make up the term.

In addition to the previously mentioned leases, the Authority also leases space to T-Mobile for a
communications tower. The lease was signed in December 2008, for a five year term,

automatically renewing for four additional five year terms unless T-Mobile notifies the Authority of
its intention not to renew prior to commencement of the succeeding renewal term. Rental income
totaled $ 11,000 in 2009. Beginning in year two, and each year thereafter, the annual rental
payment increases by three percent over the previous year’s rent.

Minimum rental income for this lease for the next five years is as follows:

2010 $ 67,872
2011 69,500
2012 73211
2013 74,722
2014 76,279

$ 361,584

Employee Retirement Systems

The Borough of Gettysburg contributes to two single-employer defined benefit pension plans:
Police Pension Plan and Non-Uniformed Pension Plan.

A. Summary of Significant Accounting Policies

Basis of Accounting — The Borough of Gettysburg’s financial statements, in connection with its
pension plans, are prepared using the accrual basis of accounting. Plan member contributions
are recognized in the period in which the contributions are due. Employer contributions to each
plan are recognized when due and the employer has made a formal commitment to provide the
contributions. Benefits and refunds are recognized when due and payable in accordance with
the terms of each plan.

Method Used to Value Investments — Investments are reported at fair value. Short-term
investments are reported at cost, which approximates fair value. Securities traded on a national
or international exchange are valued at the last reported sales price at current exchange rates.
Investments that do not have an established market are reported at estimated fair value.

B. Plan Descriptions and Contributions

Police Pension Plan

Plan Description — The Plan is a single-employer defined benefit pension plan that covers
all full-time members of the police force. The plan provides retirement benefits as well as
death benefits. If a participant is eligible for retirement, a death benefit is payable.
Employees are entitled to an annual cost-of-living increase not to exceed 4% per year. The
plan is established and administered by the Borough through trust agents (local banks).
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Note 9. Employee Retirement Systems (Continued)

Contributions — Plan members are not required to contribute to the plan. The State is
required to contribute at an actuarially determined rate. The Borough is responsible for
contributing funds after accounting for the state contribution in order to meet the minimum
municipal obligation for each year. The contribution requirements of the plan members and
the State are established and may be amended by the Borough and State legislature,
respectively. Administrative costs of the Police Pension Plan are financed through
investment earnings.

Non-Uniformed Pension Plan

Plan Description — The Plan is a single-employer defined benefit pension plan that covers
all full-time non-uniformed employees as of the first day of a participant’s employment.
The plan provides retirement, disability, and death benefits to plan members and their
beneficiaries. The plan is established and administered by the Borough through trust agents
(local banks).

Contributions — Plan members are not required to contribute to the plan. The State is
required to contribute at an actuarially determined rate. The Borough is responsible for
contributing funds after accounting for the state contribution in order to meet the minimum
municipal obligation for each year. The contribution requirements of the plan members and
the State are established and may be amended by the Borough and State legislature,
respectively. Administrative costs of the Non-Uniformed Pension Plan are financed
through investment earnings.

Membership of the plans consisted of the following at January 1, 2009, the date of the latest
actuarial valuation:

Police Non-Uniformed
Retirees and beneficiaries receiving benefits 8 9
Terminated plan members entitled to but not
yet receiving benefits 2 9
Active plan members 11 24
Totals 21 42

C. Annual Pension Cost and Net Pension Obligation

The Borough’s annual pension cost and net pension obligation to the police pension plan and
the non-uniformed pension plan were as follows as of and for the year ended December 31,

2009:

Police Non-Uniformed
Annual required contribution $ 123,062 $ 122,320
Interest on net pension obligation 0 0
Adjustment to annual required contribution 0 0
Annual pension cost 123,062 122,320
Contributions made 123,062 122,320
Increase in net pension obligation 0 0
Net pension obligation beginning of year 0 0
Net pension obligation end of year $ 0 $ 0
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Note 9. Employee Retirement Systems (Continued)

Three-Year Trend Information

Police Pension Plan

Non-Uniformed Pension Plan

Annual Percentage Net Annual Percentage Net
Year Ended Pension Cost of APC Pension Pension Cost of APC Pension
December 31, (APC) Contributed Obligation (APC) Contributed Obligation
2009 $ 123,062 100% $ 0 $ 122,320 100% $ 0
2008 118,582 100% 0 136,798 100% 0
2007 106,244 100% 0 135,636 100% 0

D. Funded Status and Funding Progress

E.

The funded status of each plan as of January 1, 2009, the most recent actuarial valuation date, is

as follows:
Actuarial UAAL asa
Actuarial Accrued Unfunded Percentage
Value of Liability (AAL) AAL Funded Covered of Covered
Assets - Entry Age (UAAL) Ratio Payroll Payroll
(a) (b) (b-2a) (a/b) © (b-a)/¢)
Police Pension Plan $ 3,414,872 § 3,776,553  § 361,681 90.4% $ 592,136 61.1%
Non-Uniformed Pension Plan 1,485,730 1,790,858 305,128 83.0% 897,677 34.0%

Actuarial Methods and Assumptions

The information presented was determined as part of the actuarial valuations at the dates

indicated.

Police Pension Plan

Non-Uniformed
Pension Plan

Valuation Date:

Actuarial Cost Method:

Amortization Method

Remaining Amortization Period

Asset Valuation Method

Actuarial Assumptions:
Investment rate of return *

Projected salary increases *

* Included Inflation at Cost-of-
Living Adjustments

01/01/09
Entry age normal
Level Dollar
17 years
Smoothed Asset

Valuation Method

7.5%
5.0%

3.0%

01/01/09
Entry age normal
Level Dollar
9 years
Smoothed Asset

Valuation Method

7.5%
5.0%

3.0%

The schedule of funding progress, presented as RSI following the notes to the financial
statements, presents multiyear trend information about whether the actuarial value of the plan
assets are increasing or decreasing over time relative to the actuarial accrued liability for

benefits.
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Note 9. Employee Retirement Systems (Continued)

F. Financial Statements

The following are financial statements as of December 31, 2009 for the individual pension
plans maintained by the Borough:

STATEMENT OF FIDUCIARY NET ASSETS
PENSION TRUST FUNDS

Police Non Uniformed Total
ASSETS
Cash and cash equivalents $ 44,385 $ 27,708 $ 72,093
Investments 3,382,449 1,612,320 4,994,769
Total assets $ 3,426,834 $ 1,640,028 $ 5,066,862
NET ASSETS
Held in trust for:
Emloyees' pension benefits $ 3,426,834 $ 1,640,028 $ 5,066,862
Total net assets $ 3,426,834 $ 1,640,028 $ 5,066,862
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
PENSION TRUST FUNDS
Police Non Uniformed Total
ADDITIONS
Contributions
Employer $ 16,929 $ 87,697 $ 104,626
Employer - state funded 106,133 34,623 140,756
Total contributions 123,062 122,320 245,382
Investment income
Net appreciation (depreciation) in fair value of
investments and gains (loss) on sale
of investments 585,086 284,432 869,518
Interest, dividends, and other 89,144 43,007 132,151
Total investment income 674,230 327,439 1,001,669
Less investment expenses:
Fiduciary fees ( 16,438)  ( 3,886) ( 20,324)
Total net investment income 657,792 323,553 981,345
Total additions 780,854 445,873 1,226,727
DEDUCTIONS
Benefit payments 187,784 34,372 222,156
Administrative expense 11,963 9,581 21,544
Total deductions 199,747 43,953 243,700
Change in net assets 581,107 401,920 983,027
NET ASSETS
Beginning 2,845,727 1,238,108 4,083,835
Ending $ 3,426,834 $ 1,640,028 $ 5,066,862
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Note 10.

Note 11.

Risk Management
Borough:

The Borough is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The Borough
purchases commercial insurance coverage for these types of losses, including workers’
compensation and employee health and accident insurance. Settled claims resulting from these
risks have not exceeded commercial insurance coverage in any of the past three fiscal years. In
addition, the Borough provides unemployment compensation coverage through a risk pool
sponsored by the Pennsylvania Association of Boroughs (PSAB).

The Borough is a member of the Capital Region Insurance Trust (CRIT). This trust consists of a
group of municipalities that have pooled their interests together in order to establish a self funded
insurance plan in order to better control insurance rates. The Borough pays a premium to CRIT that
consists of a portion for actual claim expenses, administrative costs, reinsurance costs and a reserve
account. At year end, the actual claims of the borough are reviewed and the reserve account is used
to fund any excess claims for the township over the premiums paid during the year. If any funds
remain in the reserve account, 30% of the total reserve balance could possibly be used to fund claim
overages of other municipalities. After these reconciliations are performed for all municipalities, if
there are any remaining claim overages for the trust, the reinsurance policy that is purchased
through the Pennsylvania Municipal Health Insurance Cooperative is used to pay the claims.
Therefore, the expense of the Borough is limited to the premiums paid during the year. Any
potential refund of the reserve account is calculated and received by the Borough several months
after year end. Total payments by the Borough to CRIT during the year were $ 518,274,

Discretely Presented Municipal Authority:

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Authority purchases commercial insurance coverage for these types of losses, including workers'
compensation and employee health and accident insurance. Settlement amounts resulting from
these risks have not exceeded coverage in the current year or the three prior years.

Commitments and Contingent Liabilities
Discretely Presented Municipal Authority:

In 1998 the Authority entered into a trust indenture to issue $ 55,030,000 of Gettysburg College
Revenue Bonds Series 1998A and 1998B. The Borough and the College then entered into a loan
and security agreement whereby the College agrees to pay the principal and interest on the bonds.
As security for the loans, a lien and security interest in the College’s unrestricted revenues has been
provided to the Borough. The remaining balance on these bonds is $ 39,195,000 as of

December 31, 2009. The Authority is not obligated in any manner for repayment of this debt.
Consequently, the debt and the corresponding notes receivable are properly not reflected in these
financial statements.
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Note 12. Transactions Between the Primary Government and Component Unit

Pursuant to the management agreement between the Borough and the Authority, all employees of
the Authority are effectively employees of the Borough. The Authority reimburses the Borough for
payroll and payroll related costs. This reimbursement was $ 1,019,384 for 2009. At December 31,
2009, the Authority owed the Borough for payroll in the amounts of $ 18,913 from the sewer fund
and $ 12,945 for the water fund.

Also, see Note 7 for an explanation of the general obligation bonds issued by the Borough on
behalf of the Authority.
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BOROUGH OF GETTYSBURG

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS AND EMPLOYER CONTRIBUTIONS
Year Ended December 31, 2009

Schedule of Funding Progress

Actuarial Unfunded UAAL as a
Actuarial Actuarial Accrued Actuarial Percentage of
Valuation Value of Liability (AAL) Liability Funded Covered Covered
Date Assets - Entry Age AAL (UAAL) Ratio Payroll Payroll
(@ (0 (b-a) (arb) © [(b-a)/c]
Borough of Gettysburg Police Pension Plan
01/01/09 $ 3414872 $ 3,776,553 ' $ 361,681 90.4% $ 592,136 61.1%
01/01/08 - - - - - -
01/01/07 3,818,358 3,656,719 (161,639) 104.7% 725,697 ( 22.3%)
01/01/06 - - - - - -
01/01/05 3,593,049 3,182,611 (410,438) 112.9% 647,172 ( 63.4%)
01/01/04 - - - - - -
Borough of Gettysburg Non-Uniformed Pension Plan
01/01/09 $ 1,485,730 $ 1,790,858 $ 305,128 83.0% $ 897,677 34.0%
01/01/08 - - - - - -
01/01/07 1,406,480 1,642,462 235,982 85.6% 1,038,137 22.7%
01/01/06 - - - - - -
01/01/05 1,073,123 1,339,689 266,566 80.1% 1,083,910 24.6%
01/01/04 - - - - - -
Schedule of Employer Contributions
Police Pension Plan Non-Uniformed Pension Plan
Annual Percentage Annual Percentage
Year Ended Required of APC Required of APC
December 31, Contribution Contributed Contribution Contributed
2009 $ 123,062 100% $ 122,320 100%
2008 118,582 100% 136,798 100%
2007 106,244 100% 135,636 100%
2006 89,675 100% 135,097 100%
2005 53,058 100% 141,064 100%
2004 15,918 100% 92,579 100%
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BOROUGH OF GETTYSBURG

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

For the year ended December 31, 2009

Budgeted Amounts

Original Final Actual Variance
REVENUES
Taxes $ 2,526,600 $ 2,526,600 $ 2,675,188 $ 148,588
Licenses and permits 62,800 62,800 98,132 35,332
Fines and forfeits 312,000 312,000 292,515 ( 19,485)
Interest earnings 7,000 7,000 3,904 ( 3,096)
Rents 6,000 6,000 19,745 13,745
Intergovernmental 279,258 279,258 254,723 ( 24,535)
Charges for services 908,620 908,620 953,549 44,929
Donations 33,000 33,000 31,635 ( 1,365)
Miscellaneous 12,000 12,000 20,428 8,428
Total revenues 4,147,278 4,147,278 4,349,819 202,541
EXPENDITURES
General government 958,136 995,636 984,602 11,034
Public safety 1,726,105 1,726,105 1,663,190 62,915
Health and welfare 29,600 29,600 29,633 ( 33)
Highways 819,041 819,041 702,901 116,140
Culture and recreation 285,948 293,448 275,454 17,994
Community development 25,000 25,000 76,737 ( 51,737)
Debt service 410,600 410,600 409,905 695
Total expenditures 4,254,430 4,299,430 4,142,422 157,008
Excess (deficiency) of revenues over expenditures ( 107,152) ( 152,152) 207,397 359,549
OTHER FINANCING SOURCES (USES)
Transfers in (out) 107,152 152,152 ( 57,597) ( 209,749)
Total other financing sources and uses 107,152 152,152 ( 57,597) ( 209,749)
Net change in fund balances $ 0 $ 0 $ 149,800 $ 149,800
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OTHER SUPPLEMENTARY INFORMATION
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ASSETS
Cash and cash equivalents
Investments
Accounts and grants receivable
Mortgages receivable
Accrued interest receivable

Total assets

LIABILITIES AND FUND BALANCES

Liabilities
Accounts payable
Due to other funds
Deferred revenue

Total liabilities

Fund balances

Reserved for other purposes

Unreserved - undesignated

Reserved for long term loan receivables
Total fund balances

Total liabilities and fund balances

BOROUGH OF GETTYSBURG

COMBINING BALANCE SHEET
OTHER GOVERNMENTAL FUNDS
December 31, 2009

Small Total Other
Highway Aid Company K Communities Governmental
Fund Fund Program Fund Funds
$ 131,074 $ 0 $ 7,993 § 139,067
0 6,799 0 6,799
0 0 28,161 28,161
0 0 96,000 96,000
0 0 25,894 25,894
131,074 6,799 158,048 295,921
198 0 0 198
0 0 22,629 22,629
0 0 30,780 30,780
198 0 53,409 53,607
0 6,799 0 6,799
130,876 0 ( 17,255) 113,621
0 0 121,894 121,894
130,876 6,799 104,639 242,314
$ 131,074 $ 6,799 $ 158,048 $ 295,921
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BOROUGH OF GETTYSBURG

OTHER GOVERNMENTAL FUDNS

For the Year Ended December 31, 2009

REVENUES
Investment earnings
Intergovernmental

Total revenues

EXPENDITURES
Current:
General government
Governing body
Public Works

Community development

Total expenditures

Excess (deficiency) of revenues over expenditures

OTHER FINANCING SOURCES (USES)
Transfers in

Total other financing sources and uses

Net change in fund balances

Fund balances - beginning

Fund balances - ending

Total Other
Highway Aid Company K Small Communities  Governmental
Fund Fund Program Fund Funds
$ 621 $ 137 25 783
132,196 0 138,070 270,266
132,817 137 138,095 271,049
883 0 0 883
123,667 0 0 123,667
0 0 138,070 138,070
124,550 0 138,070 262,620
8,267 137 25 8,429
19,097 0 0 19,097
19,097 0 0 19,097
27,364 137 25 27,526
103,512 6,662 104,614 214,788
$ 130,876 $ 6,799 104,639 242,314
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