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MUNICIPAL BUILDING
710 WASHINGTON ROAD
PITTSBURGH, PA 15228
PHONE (412) 343-3400
www.mtlebanon.org

April 11, 2019

The Commission of the Municipality
of Mt. Lebanon, Pennsylvania

The Comprehensive Annual Financial Report (CAFR) of Mt. Lebanon, Pennsylvania (Municipality),
for the fiscal year ended December 31, 2018, is hereby submitted. Responsibility for both the
accuracy of the data presented and the completeness and fairness of presentation, including
disclosures in the notes to financial statements, rests with the Municipality. This report contains
the government-wide financial statements and fund financial statements of the Municipality. All
disclosures necessary to enable the reader to gain the maximum understanding of the
Municipality's financial affairs have been included.

REPORT COMPOSITION
Report Format

This report contains three sections:

Introductory: includes this transmittal letter highlighting significant 2018 financial and
management items, the Certificate of Achievement for Excellence in Financial
Reporting awarded by the Government Finance Officers Association (GFOA)
for the 2017 CAFR, an organization chart, and a list of principal officers.

Financial: contains a report by the independent public accounting firm of Maher
Duessel; Management’s Discussion and Analysis, a narrative overview of the
Municipality’s financial performance for the fiscal year ended December 31,
2018; the basic financial statements, which include government-wide
financial statements and fund financial statements and notes to financial
statements; required supplementary information, combining and individual
fund financial statements, and as applicable, schedules with comparative
budgetary and prior year information, arranged by fund type.

Statistical: includes historical information for financial trends, revenue capacity, debt
capacity, and demographic and economic indicators, and selected operating
statistics for the Municipality.

FAX, GENERAL OFFICES: (412) 343-3753 « FAX, RECREATION: (412) 561-6499 « FAX, FINANCE: (412) 343-2208



Reporting Entity

This report includes all funds and component units of the Municipality (the reporting entity). In
accordance with Governmental Accounting Standards Board (GASB) Statement No. 61, “The
Financial Reporting Entity,” the financial information for the Mt. Lebanon Industrial Development
Authority (IDA) for the year ended December 31, 2018 is blended into the funds of the
Municipality as the Municipality’s elected officials serve as the board for the IDA, the Commission
can impose their will on the activities of the IDA, and the Municipality is entitled to the assets of
the IDA. The Municipality has no discretely presented component units.

As established by GASB, the basic criterion for determining inclusion in the reporting entity is
financial accountability and the nature and significance of the relationship. Note 1A fully
describes the criterion and the component units.

Prior to January 1, 2012, the Mt. Lebanon Parking Authority was reported as a discretely
presented component unit. Since that date, the parking operations are under the management
of the Municipality and are presented as a proprietary fund.

ECONOMIC CONDITION

The Municipality operates under a Home Rule Charter (Charter) with five elected commissioners,
one from each ward. Under the Charter, which also provides for the council/manager form of
government, the Municipality has a higher degree of local freedom and initiative than
governments controlled by state statutes. The Municipality provides a full range of services
including: fire and police protection, recreation facilities and programs, public works, parking,
library and intergovernmental services, economic development and planning, zoning and
building inspection, and general administration.

The Municipality is a suburb of the City of Pittsburgh located six miles southwest of the City of
Pittsburgh. The 2010 Census indicates the Municipality’s population is 33,137. Thisis anincrease
of 120 people compared to the 2000 Census.

Mt. Lebanon has consistently been considered one of the most desirable places to live in
Pennsylvania and our real estate market reflects this sentiment. Since 2014, the average sale
price of residential homes has increased 20.9%, with the average price of a residential property
increasing 2.1% compared to the prior year. The housing stock is varied in style and price. In
2018, the average sale price was $301,925 on 585 residential properties sold.

The unemployment rate for Municipality residents continues to be low compared to state and
national trends. According to the United States Census Bureau American Community Survey for
2013-2017, the unemployment rate in the Municipality was 3.2% which is below rates for
Allegheny County (5.9%) and the Commonwealth of Pennsylvania (State) (6.5%).



Economic Development and Commercial Districts

The Municipality has intact, accessible and vibrant traditional business districts, a feature that is
not found in many Pittsburgh suburbs. Washington Road, designated as a National Trust for
Historic Preservation Main Street by the State, is the primary commercial arterial in the
Municipality. This commercial district hosts 41 structures that house nearly two hundred
businesses employing more than 1,400 people. Established in 2007, the Mt. Lebanon Partnership
(Partnership) was created with the vision to “make Mt. Lebanon the Main Street of the South
Hills, a true destination where businesses and community come together.” In 2018, the
Municipality organized its sixteenth consecutive series of First Friday events - attracting
thousands to the shops and restaurants along Washington Road. The Partnership operates the
Uptown Farmers’ Market which provides an important anchor to Washington Road businesses
and brings people to the shopping district on Saturday mornings. The Partnership and
Municipality work closely to execute a wide variety of activities that also attract residents and
guests to our commercial areas. These initiatives include, but are not limited to the Uptown
Artists’ Market, Uptown Block Party, networking events and Plein Air activities.

All business districts continue to be near full occupancy. The vacancy rate for Washington Road
is presently ~8% and Beverly Road is 0%. This compares to national average vacancy rate of 10%.
Lease rates are stable and properties are vacant only for short periods. Beverly Road continues
to be a small vibrant business district. Our communities’ Uptown Central Business District (CBD)
continues to attract diverse eateries and offices that desire close proximity to such amenities.

Interest remains strong for entrepreneurial activities due to attractive public spaces,
demographics, access to mass transit, and the long-term trend to sustainable walkable
communities. In addition, the Municipality enjoys a low incidence of absentee landlords. This
allows greater control of the quality of commercial enterprise. Current priorities include, but are
not limited to —encouraging transit oriented development and an enhanced connection between
the light rail platform to Washington Road, coupling Main Street principles with innovation to
maintain flourishing business districts, development of upper floor units for commercial or
residential purposes, planning and rebuilding the Washington Road public space(s) and providing
appropriate consultation to develop the former Denis Theater into an independent film
theater/community cultural center.

The Economic Development Office central focus in 2019 will be to explore initiatives to continue
the pattern of private investment in our commercial districts and adjoining residential areas. The
Economic Development Council (EDC) will be looking to implement actions items outlined in a
recently completed Uptown Strategic Plan (2016) and EDC Work Plan which is reviewed and
adopted annually. These plans call for bold new approaches to maintaining our CBD’s vitality.

As noted above, Uptown Mt. Lebanon was accepted into the State’s Main Street program in 2014.
This program places the CBD in a competitive position for scarce State investment dollars such
as facade grants, reinvestment loans and technical assistance. The National Trust for Historic
Preservation’s Main Street Center recognized Uptown Mt. Lebanon as a national model in 2018.



Planning and Development Projects

St. Clair Hospital received final approval of a land development plan to construct an addition to
their existing facility at 1000 Bower Hill Road for an ambulatory care center, operating rooms,
outpatient facilities, offices, and associated parking. The project includes the realignment of
North Wren Drive in Scott Township to create a “plus” intersection with Firwood Drive. Approvals
for the land development plan, lot consolidation plan, and conditional use were granted in 2018.
Construction on the new roadway for North Wren Drive in Scott Township occurred in 2018.
Construction on the ambulatory care center portion of the project in Mt. Lebanon is anticipated
to occur in 2019.

Mary’s Place received a conditional use approval to locate an Institutional Home at 2905
Castlegate Avenue. Mary’s Place is a non-profit organization that focuses on providing housing
and skills training to women in crisis pregnancies. The conditional use decision was issued in
2018 and opening is anticipated in 2019.

The municipality received final approval on a revised site plan for the renovation of the Public
Works Facility at 1250 Lindendale Drive. The plan calls for the construction of a bypass channel
to control storm water overflows on site, the construction of a second entrance from Cedar
Boulevard, and the demolition of the existing salt storage structure. The redeveloped site
includes a new salt storage building, a renovation and addition to the existing garage, an
additional storage building, new pavement and sidewalks, underground utility installation,
associated grading and landscaping. In February 2018, the municipality received final approval
for an amendment to the approved site plan to include an additional free-standing structure to
be used as a firing range along with associated parking and utilities. A trailhead access point to
Robb Hollow Park and parking for trail use will also be provided.

Construction on the five townhouse units of the Uptown Place land development plan occurred
in 2018. The first residents moved into those units in 2018. Full completion of the project is
anticipated in 2019.

Construction on the Senior Apartments of Mt. Lebanon began in 2018. Allegheny County Housing
Authority began accepting residency applications in July 2018. The project is anticipated to be
completed in 2019.

Construction on the Beyond Self Storage indoor self-storage facility on Castle Shannon Blvd
began in 2017 and continued in 2018. The project is nearing completion and applications for
rental space are currently being accepted. Full completion of the project is anticipated in 2019.



School District

The Mt. Lebanon School District is recognized as a leader in academic excellence in the country.
This reputation, along with continuing achievements by faculty and students, continues to be a
strong attraction for young families to the community.

Mt. Lebanon School District ranked #3 in Allegheny County and #6 in the state in the 2018
Pittsburgh Business Times Guide to Western PA Schools. The annual Honor Roll ranks the 105
school districts in the region and the 495 districts in the state based on three years of scores from
the Pennsylvania System of School Assessment tests. Mt. Lebanon Schools have ranked among
the top three schools on this list since it was first published in 2005.

The Mt. Lebanon School District ranks at the top of the state and region in the 2019 Niche
Rankings. Niche ranks the District # 15 in the country, #1 in the region, and # 3 in PA. The Niche
website rates schools across the state and nation using data from the U.S. Department of
Education, surveys, and reviews.

The Mt. Lebanon School District was named among the Best 100 Communities for Music
Education (BCME) in 2018 by the NAMM Foundation. BCME is a nationwide survey that
acknowledges schools and districts across the U.S. for their commitment and support for music
education as part of the core curriculum. This is the 10th year in a row that the Mt. Lebanon
School District has been designated a Best Community for Music Education.

Mt. Lebanon High School was honored by the U.S. Department of Education as one of 46 schools
from across the United States to receive the distinction as a U.S. Department of Education Green
Ribbon School for innovative efforts to reduce environmental impact and utility costs, improve
health and wellness for students and staff, and provide effective environmental and sustainability
education.

Mt. Lebanon High School was awarded a silver ranking in the 2018 U.S. News and World Report
Best High School Ranking.

The Class of 2018 graduated 465 students with ninety-seven percent continuing to pursue full-
time or Armed Service education. The class of 2018 had 11 students selected as National Merit
Semifinalists and 14 Commended.

MAIJOR INITIATIVES

Like many other local governments, the Municipality faced fiscal challenges heading into the
2018 budget due to projected minimal revenue increases coupled with increasing expenditures
and capital needs. The continued scrutiny by operating departments to reduce costs wherever
possible, the Municipality continued to provide a high level of service to our residents and
businesses.



The Municipality’s two main revenue sources — real estate and earned income taxes - account
for 69.2% of the revenue for the General Fund, the Municipality’s main operating fund. As part
of the 2018 budget, the Commission held the line on real estate taxes at 4.71 mills. Due to the
millage rate remaining stable, current real estate tax collections increased minimally by $56,979,
or 0.5%.

The Southwest Allegheny County Tax Collection District’s appointed collector, Jordan Tax Service,
collects the Municipality and School District’s earned income tax. The rate for the Municipality
is 0.8% and the School District is 0.5%. Under the employer mandated withholding system,
employers typically submit quarterly. The Municipality monitors earned income taxes based on
those quarterly collections. In 2018, net earned income taxes increased 2.4% when compared to
the prior year. When analyzing quarterly collections, collections for the current tax year were
up, while collections for prior years were lower than the same collection periods from prior years.
As we enter 2019, the Municipality will continue to monitor collection patterns to establish
appropriate baselines for the budget process.

The Municipality has an ordinance that establishes a funding requirement for streets, based on
their condition assessment. These improvements cannot be funded through debt or with a tax
increase. In 2018, this policy was met with funding for street construction provided by two
sources - $1.46 million from the General Fund and $590,792 for curb work from the storm water
fee.

Major annual projects continued on sanitary sewers to meet the federal consent order and other
requirements. In 2018, sanitary sewer capital expenditures totaled $1.2 million; all funded by a
surcharge on the ALCOSAN bills. In addition to replacement and construction of new sewer lines,
sewer lines were televised, cleaned, and treated, and manholes were rehabilitated throughout
the Municipality. In the last eight years, $12.6 million has been spent on sanitary sewer
improvements. Currently, the sanitary sewer fee is $4.05 per thousand gallons of water used,
but it is anticipated this fee will need to be raised in the future to pay for required improvements.

In its seventh full year, the storm water fee generated $1.4 million, which can be used for
improvements to and maintenance of the storm water system. The fee is based on an impervious
surface calculation and billed at a rate of S8 per month per unit of impervious surface, with single-
family residential property paying one unit (596 per year), and higher rates for multi-family,
commercial, and tax-exempt properties. In the last seven years, $6.8 million has been spent on
storm water capital projects to maintain, enhance, and expand the storm sewer system.

Major capital projects included the initiation of a multi-million dollar renovation to the public
works facility, construction of a new firing range, and the procurement of new traffic signal
equipment and infrastructure. The public works and firing range projects were substantially
funded by the $8.8 million bond issue the Municipality issued in 2017. The expected completion
date of the project is September 2019. In 2017, the Municipality was awarded four Green Light
Go grants from the Commonwealth of Pennsylvania. The total funding granted was
approximately $925,000, with a 20% match from the Municipality. The funding is to complete



equipment upgrades at 30 signaled intersections and fully replace the traffic signals and poles at
three intersections at various locations in the municipality. Project bids were received and
accepted in 2018. The project will be completed by the middle of 2019.

To assist in long-term planning, on an annual basis, a five-year Capital Improvement Program (CIP)
is developed by the Municipality. The CIP maps the Municipality’s highest priority capital needs
into a preliminary schedule of expenditures. This important management tool links major
infrastructure needs with the Municipality’s financial capacity. The current five-year CIP details
the continuation of addressing infrastructure and other needs through the year 2023. The 2019
adopted budget provides over $7.1 million for capital projects and improvements.

Other major initiatives that were taken up by the Commission and staff in 2018 were the
placement of a School Resource Officer (SRO) at Mt. Lebanon High School, participation and
acceptance of a five-year refuse and recycling contract, and dedication of funding for sanitary
and storm sewer improvements following the June 20, 2018 storm that impacted Western
Pennsylvania.

In 2017, as staff and the Commission prepared the 2018 budget, the police department
requested the placement of one of our officers at the high school. It was unanimously approved
as part of the 2018 municipal budget, with an implementation date of September 2018. The Mt.
Lebanon School Board approved the placement as part of their 2018-2019 school budget. The
agreement between both governing bodies is for a minimum of three years.

Beginning early in 2018, the Municipality participated in a joint bidding process to secure bids for
a new residential refuse and recycling contract. As the Municipality’s largest annual contract, a
lot of scrutiny is placed on the procurement of this service. Upon receipt of the bids in July 2018,
the Municipality secured a contract for 2019-2023 with Waste Management. Over the five-year
term, average price increases are 2.0%.

Lastly, Western Pennsylvania has been experiencing higher intensity rain storms in the summer
that have maxed out our sanitary and storm sewer systems in certain areas during these events.
The rain event on June 20, 2018 was an example of the stress put on our systems during these
higher intensity storms. Although the Municipality has continued to improve our infrastructure
for both sanitary and storm sewers as highlighted above, the Commission tasked the municipal
engineer to identify projects that could help alleviate rain event impacts on the community. To
that end, the municipal engineer identified a list of short-term (< 1 year), mid-term (1-2 years)
and long-term projects (within 5 years) to help those areas impacted by the severe storms. The
Commission dedicated funding in excess of $1.9 million to address the short-term and mid-term
items identified in the report.



FINANCIAL OPERATIONS
Systems and Controls

Accounting

In developing and evaluating the Municipality’s accounting system, consideration is given to the
adequacy of internal accounting controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding (1) the safeguarding of assets against loss from
unauthorized use or disposition and (2) the reliability of financial records for preparing financial
statements and maintaining accountability for assets. The concept of reasonable assurance
recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived and
(2) the evaluation of costs and benefits requires estimates and judgments by management.

The finance department continually reviews established policies and procedures to control and
reduce risks. We believe that the Municipality’s internal accounting controls adequately
safeguard assets and provide reasonable assurance of proper recording of financial transactions.

Budget

The budgeting technique based on Zero Based Budgeting (ZBB) was used again in preparing the
2018 budget. Each program and activity must be justified, thereby providing increased
accountability in the operating departments. Service levels are developed to focus attention on
units of service within a decision unit (or cost center). This budget format allows elected officials
to focus on overall service priorities and provides for an optimum mix of services within revenue
constraints.

Budgetary control is maintained at the fund level, with operating departments charged with the
maintenance of budgeted expenditures as a whole. Annual budgets are adopted on a basis
consistent with accounting principles generally accepted in the United States of America for the
governmental funds including the General Fund, Special Revenue Funds (excluding the Library
Operating Fund), and Capital Project Funds. A budget is also adopted for the one enterprise fund
(Parking). Budgetary control for the Debt Service Fund is maintained through provisions of
related trust indentures. Note 1E further describes the budget policies of the Municipality.

A more detailed explanation and description of municipal operations can be found in the
Management’s Discussion and Analysis (MD&A) section immediately following the report of the
independent auditors.

Policies
Over the years, the finance department has instituted a number of financial policies in order to

provide assurance that financial operations occur in a consistent manner from department to
department. These policies also enhance the safeguards for internal controls and budgetary



compliance. Some of the more significant policies include those related to the purchasing
system, including a checklist for contract compliance and approval; deposits, cash and credit
transactions; fixed assets, grants, fraud, and related party transactions. In addition, the
Municipality has adopted a debt policy under which a framework for the issuance of long-term
debt has been established.

The Commission adopted a number of financial policies in 2011 to guide future budgets and
provide a stable financial foundation. These include a minimum pension funding requirement
even when pension assets exceed liabilities, a requirement for a budget balanced without use of
unassigned fund balance, a phase-out of unassigned fund balance used to support current levels
of pension funding, new multi-year service levels only budgeted if a source of funding is
identified, minimum capital spending level funded by General Fund revenues, a requirement to
have a capital improvement discussion after prior year financials are released, a minimum level
for unassigned fund balance and a plan for restoration if the minimum is violated, how
unassigned fund balance can be used in the budget, a comprehensive debt policy, and a budget
amendment process.

In 2015, the Commission enhanced the financial policies by adopting an ordinance to enhance
the thresholds for the General Fund unassigned fund balance. Prior to 2015, the stated goal for
the General Fund unassigned fund balance was 10% of expenditures. The ordinance passed in
October 2015 increased the stated minimum goal to 12% of expenditures with the intention of
progressively increasing unassigned fund balance levels to 15% of expenditures. At the end of
2018, the unassigned fund balance was 14.4% of General Fund expenditures.

AWARDS AND ACKNOWLEDGEMENTS
Independent Audit

Pursuant to Section 912 of the Charter, an audit of the accounts and financial statements has
been performed by an independent accounting firm. The external audit firm of Maher Duessel
performed the audit and their report is included in the Financial Section herein.

In addition to the required audit, which included all funds of the Municipality (including the
Library), a separate audit was performed for the Real Estate Tax Collector. A separate audit
report has been issued.

For 2018, the Municipality was not required to comply with the provisions of the Single Audit Act,
as amended, as the federal funds expended did not total $750,000. If appropriate, the
Municipality will perform separate program audits.



Certificate of Achievement

In 2018, the Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Municipality
for its CAFR for the fiscal year ended December 31, 2017. The Municipality has received this
award for 42 consecutive years, the longest in Pennsylvania.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized CAFR, whose contents conform to program standards. Such
reports must satisfy both accounting principles generally accepted in the United States of
America and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to Certificate of Achievement Program requirements, and we are
submitting it to the GFOA to determine its eligibility for another certificate.

Acknowledgements

The publication of this CAFR continues to reinforce the accountability of the Municipality to the
taxpayers of the community. A note of sincere appreciation is extended to the many
conscientious people who have contributed a significant amount of time and dedicated efforts
to the preparation of this report. This report would not be possible without the dedicated
services of the finance and administration offices and the support of all other municipal
departments.

Gratitude is also extended to the elected officials of the Municipality for their cooperation and
interest in the financial operations of the Municipality. The Mt. Lebanon Commission’s
maintenance of the highest standards of professionalism in the management of the
Municipality’s finances is greatly appreciated. With the continued support of the Mt. Lebanon
Commission, we will be able to continue the quality of municipal government for which the
Municipality is known.

Respectfully submitted,

Andrew McCreery, CPA
Finance Director
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MaherDuessel

Independent Auditor’s Report

The Commission of the We have audited the accompanying financial statements of the
Municipality of governmental activities, the business-type activities, each major
Mt. Lebanon, Pennsylvania fund, and the aggregate remaining fund information of the

Municipality of Mt. Lebanon, Pennsylvania (Municipality), as of
and for the year ended December 31, 2018, and the related notes to the financial statements,
which collectively comprise the Municipality’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Pursuing the profession while promoting the public good© Pittsburgh | Harrisburg | Butler

www.md-cpas.com State College | Erie | Lancaster
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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 business-type activities, each major
fund, and the aggregate remaining fund information of the Municipality as of December 31, 2018,
and the respective changes in financial position, and, where applicable, cash flows thereof, and the
respective budgetary comparison for the General Fund and Sewage Fund for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As described in Note 1 to the financial statements, the Municipality adopted Governmental
Accounting Standards Board (GASB) Statement No. 75, “Accounting and Financial Reporting for
Postemployment Benefits Other than Pensions,” which requires the Municipality to record its net
other postemployment benefit liability and related items on the government-wide financial
statements. Our opinion is not modified with respect to that matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, pension, and other postemployment benefit information on
pages 17 through 45, 107 through 113, and 114 through 116, respectively, be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that

collectively comprise the Municipality’s basic financial statements. The introductory section,
combining and individual fund financial statements, budget and actual schedules, capital asset
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schedules, and statistical section are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The combining and individual fund financial statements, budget and actual schedules, and capital
asset schedules are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an opinion
or provide any assurance on them.

We have also previously audited, in accordance with auditing standards generally accepted in the
United States of America, the Municipality’s basic financial statements for the years ended
December 31, 2017 and 2016, which are not presented with the accompanying financial statements
and we expressed unmodified opinions on the respective financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund
information. Those audits were conducted for the purpose of forming opinions on the financial
statements that collectively comprise the Municipality’s basic financial statements as a whole. The
individual fund financial statements related to 2017 and 2016 are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the 2017 and 2016 basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of those basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the individual fund financial statements related to 2016 and 2017 are fairly
stated in all material respects in relation to the basic financial statements from which they were
derived.

Water Duessel

Pittsburgh, Pennsylvania
April 11, 2019
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MT. LEBANON, PENNSYLVANIA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018

This section of the Municipality of Mt. Lebanon’s (Municipality) comprehensive annual financial
report presents a narrative overview and analysis of the Municipality’s financial performance for
the fiscal year ended December 31, 2018. Please read this Management’s Discussion and Analysis
in conjunction with the preceding transmittal letter and the accompanying financial statements
and notes which follow, in order to obtain a thorough understanding of the Municipality’s
financial condition at December 31, 2018.

RESULTS IN BRIEF

e Total assets and deferred outflows of resources of the Municipality’s governmental activities
exceeded its liabilities and deferred inflows of resources at the close of the most recent year
by $94,230,550 (net position). Of this amount, $3,479,951 (unrestricted net position) may be
used to meet the Municipality’s ongoing obligations to its citizens and creditors.

e The Municipality had an adjustment to net position for the prior year, which resulted in a
decrease in the beginning net position of $1,467,170. The adjustment was for the cumulative
effect of implementation of Governmental Accounting Standards Board (GASB) Statement
No. 75. All comparative data will encompass this restatement.

e The Municipality’s governmental activities total net position increased from 2017 by $3.5
million or 3.8% and unrestricted net position decreased by $972,275 or 21.8% in 2018.

e Net investment in capital assets (net capital assets net of related debt) was $80,723,787 at
December 31, 2018, an increase of $3.4 million.

e The Municipality’s real property tax rate remained at 4.71 mills and the earned income tax
rate remained at 0.8%.

e The total fund balance for governmental funds was $22,292,073 at December 31, 2018, with
$5,310,208 in unassigned fund balance.

e The General Fund had a total fund balance of $7.7 million, of which $5.3 million was
unassigned. The total fund balance for the General Fund increased by $259,127 or 3.5% and
the unassigned fund balance decreased by $420,857 or 7.3%.

e The unassigned fund balance in the General Fund is 14.4% of the General Fund’s total
expenditures, including capital transfers.
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e At December 31, 2018, the Municipality had $27.7 million of debt outstanding. This
represents a decrease of $3,160,000 or 10.2% from the previous year. The amount of
outstanding direct debt per capita decreased from $931 to $836.

e The Municipality’s business-type activities (Parking Fund) net position increased by $231,859
or 2.9%. The unrestricted portion of net position decreased by $51,477 or 5.6%.

e The plan net position held in trust to pay pension benefits decreased $6.5 million or 6.6% in
2018. Plan net position in the other postemployment benefits trust decreased $62,841 or
4.0% in 2018.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of this report consists of three parts: Management’s Discussion and Analysis,
the basic financial statements (including notes to financial statements), and combining and
individual fund statements. The basic financial statements present two different views of the
Municipality through the use of government-wide financial statements and fund financial
statements:

=  The first two statements (pages 46-47) are government-wide financial statements that
provide long-term and short-term information about the Municipality’s overall financial
status.

= The remaining statements (pages 48-58) are fund financial statements that focus on
individual parts of municipal government, reporting operations in more detail than the
government-wide statements.
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The fund financial statements include:

= The governmental funds statements (pages 48-53) describe how general government
services such as public safety and recreation were financed. A budgetary comparison
statement is provided for the General Fund and certain Special Revenue Funds to
demonstrate compliance.

= The proprietary fund statements (pages 54-56) offer financial information about the
activity (parking) that the Municipality operates as a business.

= Fiduciary fund statements (pages 57-58) provide information about the retirement and
other postemployment benefit plans for municipal employees in which the Municipality
acts solely as a trustee or agent for the benefit of others. Fiduciary funds are not reflected
in the government-wide financial statements because the resources cannot be used to
support municipal activities.

The financial statements include notes that provide an explanation for certain information in the
financial statements and also provide more details for this information. The notes are followed
by a section of required supplementary information that further explains and supports the
information in the financial statements. Figure 1 shows how the required parts of this annual
report are arranged and relate to one another. In addition to these required elements, the
section on pages 118-145 provides additional details on the major governmental funds,
combining and detail statements for the other governmental funds that are presented in a single
column in the basic financial statements, an additional detail statement for the operations of the
proprietary fund and combining statements for the fiduciary funds that are presented in a single
column in the basic financial statements.
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2018

Figure 1

REQUIRED COMPONENTS OF THE
COMPREHENSIVE ANNUAL FINANCIAL REPORT

Management’s
Discussion and

Government-wide Financial Statements

The government-wide financial statements report information about the Municipality as a whole
using accounting methods similar to those used by private-sector companies. These statements

report the Municipality’s net position and how it has changed.

The statement of net position includes all of the Municipality’s assets, deferred outflows of
resources, liabilities and deferred inflows of resources, except fiduciary funds. Net position, the
difference between the Municipality’s assets and deferred outflows of resources and liabilities
and deferred inflows of resources, is one way to measure the Municipality’s financial health.
Over time, increases or decreases in the Municipality’s net position may be an indicator of

whether its financial health is improving or deteriorating.

Analysis
Basic Required
Financial Supplementary
Statements Information
Government-wide Fund Notes to
Financial Financial Financial
Statements Statements Statements
Summary € > Detail
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The statement of activities focuses on how the Municipality’s net position changed during the
year. All of the current year’s revenues and expenses are accounted for in the statement of
activities regardless of when cash is received or paid. Additional non-financial factors such as
changes in the Municipality’s real property tax base and general economic conditions must be
considered to assess the overall position of the Municipality. The primary features of
government-wide financial statements are reflected in Figure 2.

Figure 2
GOVERNMENT-WIDE FINANCIAL STATEMENTS

Governmental and Business-type Activities

Measurement Focus: Economic Resources
Accounting Basis: Accrual

Statement of Net Position Statement of Activities
Assets + Deferred Outflows Net Program (Expense) Revenue
- Liabilities - Deferred Inflows + General Revenues
= Net Position = Change in Net Position

The Municipality’s government-wide financial statements are divided into two categories:

e Governmental activities - Includes the Municipality’s basic services, such as police, fire,
public works, recreation, staff offices, and general administration. Property and earned
income taxes, charges for services, and grants finance most of these activities.

e Business-Type Activities — Includes the operations of the Parking Fund (an enterprise fund),
which covers the costs of parking operations through user fees and charges.

The government-wide financial statements do not include any component units presently on a
discrete basis. All component units of the Municipality are blended.
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Fund Financial Statements

The fund financial statements provide more detailed information about the Municipality’s most
significant funds, not the Municipality as a whole. Funds are accounting groups that the
Municipality uses to keep track of specific sources of funding and spending for particular
purposes. Some funds are required by state law. The primary features of the fund financial
statements are presented in Figure 3.

Figure 3
FUND FINANCIAL STATEMENTS

Governmental Funds

Measurement Focus:
Current Resources

Accounting Basis: Modified
Accrual

Proprietary Funds

Measurement Focus:
Economic Resources

Accounting Basis: Accrual

Fiduciary Funds (excluding

Agency Funds)

Measurement Focus:
Economic Resources

Accounting Basis: Accrual

Balance Sheet

Assets + Deferred Outflows
= Liabilities + Deferred
Inflows + Fund Balance

Statement of Net Position

Assets + Deferred Outflows
— Liabilities - Deferred
Inflows = Net Position

Statement of Plan Net
Position

Assets + Deferred Outflows
— Liabilities - Deferred
Inflows = Net Position

Statement of Revenues,
Expenditures, and Changes

in Fund Balance

Revenues — Expenditures
+ (-) Other Financing
Sources (Uses)
= Net Change in Fund
Balance

Statement of Revenues,
Expenses, and Changes in
Net Position

Operating Income + (-)
Non-Operating Revenues
(Expenses)

+ Capital Contributions + (-)
Transfers In (Out)
= Change in Net Position

Statement of Changes in
Plan Net Position

Additions — Deductions
= Change in Plan Net
Position

Statement of Cash Flows
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The Municipality maintains three kinds of funds:

Governmental funds — Reports activities of the Municipality’s basic services in
governmental funds, which focus on (1) how cash and other financial assets that can
readily be converted to cash flow in and out and (2) the balances left at year-end that are
available for spending. Consequently, the governmental funds statements provide a
detailed short-term view that help to determine whether there are more or fewer
financial resources that can be spent in the near future to finance the Municipality’s
programs. The relationship between governmental activities (reported in the statement
of net position and the statement of activities) and governmental funds is described in a
reconciliation that follows each related governmental fund financial statement.

Proprietary fund — Reports the same type of information for the activity (parking), as is
reported in the business-type activities column in the government-wide financial
statements. The statements for this fund simply presents more detail on the fund’s
operation.

Fiduciary funds — Reports activities of three single-employer pension plans (General
Employees, Police, and Firemen) and an Other Postemployment Benefits (OPEB) plan.
The Municipality functions as the trustee, or fiduciary, for these plans. The Municipality
is responsible for ensuring that the assets reported in these funds are used for their
intended purposes. All of the Municipality’s fiduciary activities are reported in a separate
statement of plan net position and a statement of changes in plan net position. These
activities are excluded from the Municipality’s government-wide financial statements
because the Municipality cannot use these assets to finance its operations.
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FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

The Municipality’s net position for its governmental and business-type activities at December 31,
2018 and 2017 are presented below.

Governmental Activities Business-type Activities
2018 2017 2018 2017
ASSETS
Current and other assets $32,338,624 $34,101,894 S 1,080,163 S 1,225,518
Capital assets 104,686,640 99,347,593 8,466,764 8,907,218
Total Assets 137,025,264 133,449,487 9,546,927 10,132,736
DEFERRED OUTFLOWS
OF RESOURCES 14,509,001 6,827,080 - -
LIABILITIES
Current and other liabilities 9,163,579 11,626,847 851,566 1,002,383
Non-current liabilities 41,195,019 29,217,134 484,656 1,151,507
Total Liabilities 50,358,598 40,843,981 1,336,222 2,153,890
DEFERRED INFLOWS
OF RESOURCES 6,945,117 8,678,147 - -
NET POSITION

Net investment in capital assets 80,723,787 77,334,705 7,344,896 7,061,560

Restricted 10,026,812 8,967,508 - -
Unrestricted* 3,479,951 4,452,226 865,809 917,286
Total Net Position* $94,230,550 $90,754,439 S 8,210,705 S 7,978,846

*As noted in the results in brief section, net position was restated for 2017 due to adjustments
related to the cumulative effect of implementation of GASB Statement No. 75. Please see Note
1 and Note 9 for more detailed information.
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Governmental Activities

Net Position

The net position of governmental activities increased from the previous year by $3.5 million or
3.8%, to $94.2 million. Of this amount, $80.7 million represents the net balance of long-term
capital assets and long-term debt. The $10.0 million in restricted net position is comprised of
$9,571,407 for infrastructure upgrades, $380,847 for donor-restricted purposes for the Mt.
Lebanon Public Library, $60,021 for street maintenance expenses, and $14,537 for industrial
development activities. The unrestricted net position of $3.5 million represents funds available
to maintain operations or to provide for the payments of long-term debt at the governmental
activities level.

The following chart graphically depicts the governmental activities net position at December 31,
2018 and 2017:

Mt. Lebanon, Pennsylvania
Governmental Activities - Net Position
December 31,2018 and 2017

Unrestricted .

Restricted -

Net investment

10,000,000 20,000,000 30,000,000 40,000,000 50,000,000 60,000,000 70,000,000 80,000,000

2017 m 2018

Capital Assets

The largest portion of the Municipality’s net position (85.7%) accounts for the investment of
capital assets (such as infrastructure, buildings, vehicles, and equipment), less any related
outstanding debt used to acquire these assets. The Municipality maintains and uses these capital
assets to meet the service demands of its residents and therefore these assets are not available
for future spending. The net investment in capital assets is reported net of related debt (except
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for unspent bond proceeds). Resources necessary to repay this debt will be required to be
provided from other resources, since the capital assets themselves cannot be used to liquidate
these liabilities. Please see Note 6 — Capital Assets for a more detailed schedule of municipal

capital assets.

Change in Net Position

In order to more fully understand the composition of the changes in net position for the current
year, the following chart presents additional details regarding the result of governmental and

business-type activities for the fiscal years ended December 31, 2018 and 2017:

Governmental Activities Business-type Activities
2018 2017 2018 2017
Revenues:
Program revenues:
Charges for services $16,962,804 $16,375,467 $ 2,080,753 $ 2,041,315
Operating grants and contributions 3,366,768 3,166,698 - -
Capital grants and contributions 93,422 60,000 - -
General revenues:
Real estate taxes 12,868,406 12,856,418 - -
Earned income taxes 12,210,864 12,214,397 - -
Other, including interest 3,669,205 3,363,461 9,047 7,510
Total revenues 49,171,469 48,036,441 2,089,800 2,048,825
Program Expenses:
General government 5,083,689 4,889,807 - -
Community development 807,040 765,250 - -
Public works 17,914,631 16,483,756 - -
Human services 2,677,144 2,450,286 - -
Culture and recreation 3,270,388 3,509,202 - -
Public safety:
Police 10,385,642 9,703,112 - -
Fire 3,901,203 3,475,484 - -
Other 1,104,483 919,761 - -
Interest on long-term debt 717,438 773,131 - -
Parking - - 1,691,641 1,467,454
Total expenses 45,861,658 42,969,789 1,691,641 1,467,454
Increase (decrease) in net position
before transfers 3,309,811 5,066,652 398,159 581,371
Transfers 166,300 162,151 (166,300) (162,151)
Increase (decrease) in net position 3,476,111 5,228,803 231,859 419,220
Net position-beginning 90,754,439 86,992,806 7,978,846 7,559,626
Net position-adjustment to net position - (1,467,170) - -
Net position-ending $94,230,550 $90,754,439 S 8,210,705 S 7,978,846
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Revenues

Total revenues for governmental activities of $49.2 million were largely derived from charges for
services, real estate taxes, and earned income taxes (85.5%). Real estate taxes and earned
income taxes make up 88.4% of all taxes collected by the Municipality. All sources of taxes
provide 57.7% of the Municipality’s revenue. Charges for services includes sewer processing,
storm water management, recreation programs, joint programs (animal control, tax collection,
and crossing guards), cable franchise fees, fines and penalties, licenses and permits, as well as
magazine advertising and other revenues generated by user fees.

The following chart graphically depicts the governmental activities sources of revenues for the
fiscal year ended December 31, 2018:

Mt. Lebanon, Pennsylvania
Governmental Activities - Revenues
Capital grants and Year Ended December 31, 2018
contributions
0%
Other, includinginterest

Operating 7%
grants and
contributions
7%

Real estate taxes -
Earned income taxes

25%

26%
Charges for services
35%

Overall governmental activities revenues increased $1,135,028 or 2.4%. Highlighted below are
the major program revenue variances.

e Charges for services increased $587,337 due to combination of increases in sewer user
fee collections and increases in ice rink revenue. In 2018, the pass-through sewer
processing fee from ALCOSAN increased 7%. Overall, sewer user fee collections were up
$305,365 from 2017. Ice rink revenue increased by $402,235 due to full year of revenue
recognition in 2018 after a major renovation closed the ice rink for six months in 2017.
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e Operating grants and contributions increased $200,070 due to additional state liquid
fuels tax and state pension aid received.

The Municipality’s largest revenue source is real estate tax. Assessment values are given to the
Municipality by Allegheny County (County). Since the County does not have a specified duration
between county-wide reassessments, the 2013 county-wide reassessment will be the base year
value for properties in the Municipality from 2013 forward unless the County decides or is forced
to reassess all properties.

In January 2018, the County delivered certified real estate assessments using 2013 as the base
year. Although the base year is 2013, some property assessments do change throughout the year
through owner or taxing body filed appeals. In 2018, the net increase in taxable assessed value
was $4,541,600 or 0.2%. Current real estate tax collections increased by $11,988 or <0.1%
compared to prior year collections.

Earned income taxes collections were flat in 2018 on the government-wide basis. When
compared to 2017, collections for the current tax year were up 1.8%. Offsetting this increase
was a decrease in collections for prior year collections.

Primary revenue sources within the other category are other taxes collected by the municipality,
which increased by $113,770 compared to 2017, and interest, which increased by $191,974 due
to the municipality maximizing its banking arrangements.

Program Expenses

Total 2018 program expenses for all programs were $45.9 million. The expenses reflect the
delivery of a range of services, with the two largest areas being public works and public safety.
Public safety has two operational departments — police and fire. The third largest area is general
government, which includes administration, legal services, public information, information
technology, insurance and finance/tax functions.

The following chart graphically depicts the governmental activities program expenses for the
fiscal year ended December 31, 2018:
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Mt. Lebanon, Pennsylvania
Governmental Activities - Expenses
Year Ended December 31, 2018

2.4% 1.6%

11.1%

1.8%
= General government

® Community development
= Public works
Human services
22.6%

= Culture and recreation
" Police

u Fire

39.1%  Other public safety

® Interest on long-term debt

5.8%

Increases in program expenses from the prior year totaled $2,891,869. Highlighted below are
the major program expense variances exclusive of pension expense increases related to
Governmental Accounting Standards Board (GASB) Statement No. 68. A separate table has been
provided to show the increases in functional areas related to pension.

e General Government expenses increased due to operational increases of 4.0%.

e Community Development expenses increased due to operational increases of 5.5%.

e Public Works experienced increases in capital related expenditures including
depreciation and sewer processing charges netted with contractual savings.

o Human Services had increases in appropriations to the Library and Medical Rescue Team
South Authority (MRTSA).

e Police increased due to contractual personnel increases (2.5%) netted against the
retirements of six police officers.

e Fire increased slightly due to the disposal of a fire truck that was not fully depreciated
netted against the retirement of four firefighters.
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GASB Statement No. 68 recognizes certain costs and changes related to defined benefit
pension plans in a different manner than is required by the Commonwealth of
Pennsylvania (State), which causes a difference in pension expense for governmental
activities. The primary cause of the difference is due to the recognition of pension
expense components immediately or at a reduced deferral rate, which differs from the
State’s allowances.

The cumulative effect on the statement of activities was an increase to pension expense
of $1,746,074. This is the difference between the annual required pension contribution
per State regulations and the expense calculated for GASB Statement No. 68. The pension
expense calculation for GASB Statement No. 68 has no effect on the contributions
required by the State and will have no impact on the Municipality’s budget for 2019 and
future years. The effects of the calculation, as shown below, is only for government-wide
financial statement purposes.

GASB 68 Pension Expense
for Defined Benefit Pension Plans
Pension Expense for GASB 68 2018 2017 Inc/(Dec)
Governmental Activities
General government S 85,483 S 23,888 S 61,595
Community development 42,741 12,032 30,709
Public works 229,897 66,885 163,012
Human services 67,998 21,587 46,411
Culture and recreation 85,483 21,587 63,896
Public safety: -
Police 858,055 421,242 436,813
Fire 283,163 (115,590) 398,753
Other 93,254 21,234 72,020
Total Increase/(Decrease)
for GASB 68 Pension
Expense S 1,746,074 S 472,865 S 1,273,209
Pension Expense
(Municipal Contributions) S 3,007,908 S 2,851,619 S 156,289
Total Pension Expense
for GASB 68 $ 4,753,982 S 3,324,484 $ 1,429,498
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Net Expense/Revenue by Program

Net program expenses/revenues indicate the amount of support required from taxes and other
general revenues for the year.

Net (Expense) Revenue
Primary Government: 2018 2017 Inc/(Dec)

General government S (2,274,287) S (2,030,513) S 243,774
Community development (324,802) (398,086) (73,284)
Public works (5,913,172) (4,958,329) 954,843
Human services (1,836,514) (1,642,688) 193,826
Culture and recreation (400,524) (914,910) (514,386)
Public safety:

Police (9,775,894) (8,980,413) 795,481

Fire (3,683,065) (3,248,707) 434,358

Other (512,968) (420,847) 92,121
Interest on long-term debt (717,438) (773,131) (55,693)

Total Net Expenses $(25,438,664)  $(23,367,624)  $2,071,040

The total net expense increased $2,071,040 or 8.9% from 2017 to 2018. The reasons for this
decrease can be attributed to revenue and expense changes already discussed, such as increase
in pension expense and project activities throughout different departments.

The chart on the following page graphically depicts the governmental activities program revenues
and program expenses for the fiscal year ended December 31, 2018:
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Mt. Lebanon, Pennsylvania
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Business-type Activities

The Municipality business-type activities consist of the operation of the Parking Fund. The
operating results for the Parking Fund were positive for the current fiscal year. Net position
increased $231,859 or 2.9% due to consistent revenue collection and expense control. Since
taking control of the parking operations from the Mt. Lebanon Parking Authority in 2012, the
Parking Fund has had positive changes in net position, except for 2013 when a rehabilitation
project totaling more than $400k was completed and was not capitalized due to the nature of
the project.

The following chart graphically depicts the Parking Fund operating income and change in net
position for the fiscal years ending December 31, 2014 — December 31, 2018:
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Mt. Lebanon, Pennsylvania
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FINANCIAL ANALYSIS OF THE MUNICIPALITY’S FUNDS
GOVERNMENTAL FUNDS

At the close of the year, the governmental funds of the Municipality reported a combined fund
balance of $22.3 million, which represents a decrease of $2.3 million from the previous year. The
following chart shows the changes in fund balances during 2018:

Fund Balance

Increase

Fund 2018 2017 (Decrease)
General S 7,661,455 S 7,402,328 S 259,127
Sewage 9,575,089 8,454,372 1,120,717
Capital Projects 4,410,387 8,069,445 (3,659,058)

Other governmental funds:
Storm Water - - -
Library Operating 570,584 431,838 138,746

Industrial Development 14,537 14,320 217
State Highway Aid 60,021 202,951 (142,930)
Total fund balance $22,292,073 $24,575,254 $(2,283,181)
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In 2018, the fund balance of the General Fund increased by 3.5%. The 2018 final budget
appropriated $1.9 million of fund balance to cover operational and capital expenditures,
specifically 2017 capital and operational projects to be completed in 2018 and Commission fund
balance assignments to accomplish necessary projects.

Revenues exceeded budget projections by $447,206 due to increases in tax collections and
permit fee collections. Expenditures came in under budget projections by $1,532,781 due to
substantial savings in general government, public works, and recreation. In addition, a positive
variance was realized in capital outlays due to the timing of funded capital projects. Overall, the
Municipality did not need to use fund balance to supplement current operational or capital
expenditures.

The Municipality has spent a substantial amount of funds on sanitary sewer infrastructure work
in years past. In 2018, sanitary sewer infrastructure work continued at a lower than anticipated
pace and the Sewage Fund realized an increase in fund balance of $1,120,717. The Sewage
Fund’s primary revenue source are assessments, which are based on water consumption. The
remaining fund balance of $9.6 million will be used for future construction projects or regulatory
mandates related to sanitary sewers.

Storm water management fees are accounted for in the Storm Water Fund. In 2018, all collected
fees were used for either operational needs, debt service or capital outlays. On an annual basis,
the municipal engineer issues a report on potential storm water capital projects. Any balance
accumulated in this fund will be used for projects identified in that report in future years. It was
anticipated that funds would be exhausted in 2018. The Commission assigned fund balance of
$521,500 from the General Fund for projects identified by the municipal engineer. Funds are
anticipated to be used in 2019 and 2020.

The other significant variance is in the fund balance for the Capital Projects Fund. The
municipality issued a bond issue in 2017 ($8.8 million) with the proceeds deposited into the
Capital Projects Fund. The proceeds were dedicated to renovations at the ice rink, improvements
to the public works facility, construction of a new indoor firing range, and the purchase of a new
fire pumper truck. A portion of the remaining proceeds at year-end 2017 ($7.0 million) were
spent in 2018 on the new fire pumper truck ($555,000) and phases 1-3 at the public works facility
and firing range ($3.8 million). The Municipality expects the bond proceeds to be fully exhausted
by year-end 2019.

Of the $22.3 million combined fund balance total, $12.6 million (or 56.7%) is restricted fund
balance. This category of fund balance represents the amounts that are constrained to be spent
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for specific purposes. These constraints are placed either by external parties or enabling
legislation. Restrictions, and the source of the restriction, include $9.6 million for sanitary sewer
improvements (ALCOSAN agreement), $2.6 million for municipal facilities and equipment (bond
proceeds), $380,847 at the library (donor), $60,021 for specific State restricted highway
maintenance (State agreement), and $14,537 for industrial development activities (enabling).

In addition, assignments totaling $3.6 million (or 16.2%) include $1,405,870 assigned during the
2019 budget process. The amount used to balance the 2019 budget represents fund balance
used to complete projects carried over (re-budgeted) into 2019. Assighments related to capital
projects are $1,795,108 in the Capital Projects Fund for various community improvements,
$152,567 in the General Fund for replacement of the field turf located at Clint Seymour Field,
and $65,000 for future benefit obligations. Lastly, the Library Operating Fund has $189,737
assigned for library operating purposes.

The residual fund balance in the General Fund, categorized as unassigned, represents fund
balance that has not been restricted or assigned to specific purposes within the General Fund.
These monies are available for expenditure. The Commission has a fund balance policy that
establishes 12% of total expenditures as the goal for maintenance of unassigned General Fund
fund balance. At year-end, this fund balance is $5,310,208 or 14.4% of total expenditures,
including transfers. In another Commission fund balance policy, any General Fund fund balance
in excess of the 12% goal becomes the subject of a capital investment discussion. This discussion
will be held in April 2019.

General Fund
The results of the General Fund for 2018 demonstrate that the Municipality has been able

adequately fund operations and capital items in 2018 while maintaining the level of service
citizens have come to expect. The chart below shows the operating results of this fund for 2018:

Variance

Final Budget Actual (Unfavorable)

Revenues $36,014,600 $36,461,806 S 447,206

Expenditures 32,418,020 30,885,239 1,532,781

Excess of Revenues Over Expenditures 3,596,580 5,576,567 1,979,987

Transfers, net (5,523,570) (5,317,440) 206,130
Net change in fund balance from

operations $(1,926,990) S 259,127 S 2,186,117
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It was planned that the Municipality use $1.9 million in fund balance to support operations and
capital projects for the year, but due to timing of capital projects and operational savings, no fund
balance was used in 2018. The sections below wi