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Independent Auditor’s Report

Board of Supervisors
Township of Kilbuck

We have audited the Cash Basis Balance Sheet, Statement of Revenues and Expenditures, Debt
Statement, and Statements of Capital Expenditures and Employee Compensation — regulatory basis
(Schedules) included in the 2014 Annual Audit and Financial Report of the Township of Kilbuck
(Township), Pennsylvania.

Management’s Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these Schedules in accordance
with the financial reporting provisions as described in the instructions provided by the Commonsveaith of
Pennsylvania Department of Community and Economic Development (DCED) to meet filing
requirements in Pennsylvania, Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of Schedules that are free
from material misstatement, whether due to fraud or error,

Auditor’s Responsibility

Our responsibility is to express an opinion on these Schedules 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
Schedules are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the Schedules. The procedures selected depend on the auditor’s judgment, including assessment of the
risks of material misstatement of the Schedules, 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 Schedules 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 Schedules.

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

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

To meet the financial reporting requirements of the Commonwealth of Pennsylvania, the Schedules are
prepared by the Township on the basis of the instructions provided by DCED, which is a basis of
accounting other than accounting principles generally accepted in the United States of America. These
requirements permit the Schedules to be prepared on the cash basis of accounting, without financial
statement disclosures, without cash flows, without component unit financial information, without
government-wide financial statements, without Management’s Discussion and Analysis, without
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budgetary comparisons and historical pension information, and require all funds to be aggregated by fund
type on the Schedules.

The effects on the Schedules of the variances between the regulatory basis of accounting described above
and accounting principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

n our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on
U.S. Generally Accepted Accounting Principles” paragraph, the Schedules referred to above do not
present fairly, in accordance with accounting principles generally accepted in the United States of
America, the financial position of the Township as of December 31, 2014 and the results of its operations
for the year then ended.

Opinion on Regulatory Basis of Accounting

In our opinion, the Schedules referred to above present fairly, in all material respects, the regulatory basis
financial position of the Township as of December 31, 2014, and the regulatory results of its operations
for the year then ended in accordance with the financial reporting provisions described in the instructions
provided by DCED.

QOther Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Township’s financial statements as a whole. The pension disclosures on pages
18 and 19 are presented for purposes of additional analysis and are not a required part of the financial
statements. The “Other Information” section has not been subjected to the auditing procedures applied in
the audit of the Schedules, and accordingly, we do not express an opinion or provide any assurance on it.

Watien Ducosel

Pittsburgh, Pennsylvania
February 27, 2015
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Other Information




TOWNSHIP OF KILBUCK
POLICE PENSION PLAN

PENSION DISCLOSURES

YEAR ENDED DECEMBER 31, 2014

1. PLAN DESCRIPTION

The Township of Kilbuck (Township), Pennsylvania, sponsors one pension plan, the
Police Pension Plan (Police Plan).

The Police Plan is a single employer defined benefit contributory plan available to all
permanent members of the Township’s police department upon hire. The Police Plan
was established under the Second Class Township Code and various Township
ordinances. All pre-Act 600 participants are eligible for retirement benefits provided
they have completed 16 years of aggregate service as a full-time Township employee
and have attained the age of 55. Post-Act 600 hires are eligible provided they have
completed 25 years of aggregate service and have attained the age of 55. Pre-Act 600
participants of the Police Plan are entitled to a vested deferred benefit after five years
of service. Post-Act 600 participants of the Police Plan are entitled to a vested
deferred benefit afier 12 years of service. The monthly Police Plan benefit for pre-
Act 600 participants is based on 70% of the participant’s average compensation
earned during the final 12 months of employment or 85% if payments commence at
age 59 or after. The monthly Police Plan benefit for post-Act 600 is based on 50% of
the participant’s final 60 months average compensation. "Average compensation” is
the salary averaged over the final 60-month period prior to retirement or other
severance.

2. FUNDING PoLICY AND CONTRIBUTIONS

The Township's funding policy is to comply with Pennsylvania Act 205 of 1984 (Act
205). Under Act 205, the Township is to contribute the sum of the Police Plan’s
normal cost, administrative expenses, and amortization of the unfunded actuarial
accrued liability (if any), less the amount contributed by employees and the
Commonwealth of Pennsylvania. The normal cost and amortization of unfunded
actuarial accrued liability are determined by an actuary, using guidelines established
in Act 205.

The Minimum Municipal Obligation (MMO) for the Police Plan in 2014 was
$21,274. The MMO was due from the general fund at December 31, 2014, The 2014
MMO was based on the January I, 2011 actuarial valuation.
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3. ACTUARIAL VALUATION

Certain pension information and calculations are based upon an actuarial valuation
performed as of January 1, 2013.

An unfunded actuarial accrued liability of $252,442 existed as of January 1, 2013.
The funded ratio of the Police Plan was 56.97%.




