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BOARD MEETING AGENDA - February 28, 2022 — 12:00 p.m.

In-Person or Virtual Meeting Attendance Options Available: Meetings of the LCA Board of Directors will
be held at LCA’s Main Office as well as online using the Zoom Meetings application, which includes a
telephone option. Public participation is welcomed both in-person or virtually. Instructions for joining the
meeting online or by phone are posted on the LCA website in the morning on the day of the meeting, prior to the
start of each meeting. You may also issue comment to LCA via email to LCABoard@lehighcountyauthority.org
in advance of any meeting or view the meeting at a later time by visiting the LCA website. Please visit
https://www.lehighcountyauthority.org/about/Ica-board-meeting-videos/ for specific instructions to join the
meeting if you are attending virtually. If attending in-person at LCA’s Main Office, please follow all safety and
sanitation protocols posted.

1. Call to Order

e NOTICE OF MEETING RECORDINGS

Meetings of Lehigh County Authority’s Board of Directors that are held at LCA’s Main Office at 1053
Spruce Road, Wescosville, PA, may be recorded for viewing online at lehighcountauthority.org.
Recordings of LCA meetings are for public convenience and internal use only and are not considered as
minutes for the meeting being recorded, nor are they part of public record. Recordings may be retained
or destroyed at LCA’s discretion.

e Public Participation Sign-In Request
2. Review of Agenda / Executive Sessions

e Additions to Agenda (vote required if action will be taken)

3. Approval of Minutes

o february 14, 2022 Board meeting minutes
4. Public Comments

Action / Discussion ltems:

FINANCE AND ADMINISTRATION

e 2020 Audit & Financial Statements (Approval) (white) (digital Board packet, pages 11-172)
e Board of Directors — Election of Officers

WATER
e Allentown Division — Emergency Declaration — Water Main Break at 27th Street (gray) (digital
Board packet, page 173)

WASTEWATER
o Kiline’s Island Sewer System — Regional Sewer Capacity & Wet-Weather Planning — Regional Act
537 Plan Preparation (Approval) (salmon) (digital Board packet, pages 174-197)

6. Monthly Project Updates / Information Items (15t Board meeting per month)

7. Monthly Financial Review (2" Board meeting per month) (digital Board packet, pages 198-207) —
December report attached



mailto:LCABoard@lehighcountyauthority.org
https://www.lehighcountyauthority.org/about/lca-board-meeting-videos/

8. Monthly System Operations Overview (2" Board meeting per month) (digital Board packet, page 208)
— January report attached

9. Staff Comments

10. Solicitor's Comments

11. Public Comments / Other Comments
12. Executive Sessions

13. Adjournment

UPCOMING BOARD MEETINGS
March 14, 2022 March 28, 2022 April 11, 2022

PUBLIC PARTICIPATION POLICY
In accordance with Authority policy, members of the public shall record their name, address, and discussion item on the sign-in sheet at
the start of each meeting; this information shall also be stated when addressing the meeting. During the Public Comment portions of the
meeting, members of the public will be allowed 5 minutes to make comments/ask questions regarding non-agenda items, but time may be
extended at the discretion of the Chair; comments/questions regarding agenda items may be addressed after the presentation of the
agenda item. Members of the public may not request that specific items or language be included in the meeting minutes.



REGULAR MEETING MINUTES
February 14, 2022

The Regular Meeting of the Lehigh County Authority Board of Directors was called to order at

12:00 p.m. on Monday, February 14, 2022. Chairman Brian Nagle presiding. The meeting was
hybrid via in-person and video and audio advanced communication technology (“ACT”), using the
Zoom internet application, including telephone option. Each Board member and other attendees of
the meeting were able to hear each other attendee and be heard by each other attendee. The public
could also participate in the meeting in-person or via ACT, using the Zoom internet application,
including telephone option. A Roll Call of Board members present was taken. Chairman Brian Nagle,
Scott Bieber, Richard Bohner, Norma Cusick, Linda Rosenfeld, and Jeff Morgan were present for the
duration of the meeting.

Solicitor Michael Gaul of KingSpry was present along with Authority Staff, Liesel Gross, Ed Klein,
John Parsons, Chris Moughan, Chuck Volk, Susan Sampson, Andrew Moore, Phil DePoe, Lisa
Miller, Amy Kunkel, and Bryan Geissel.

Chairman Nagle announced that the Board received their electronic and hard copies of the Board
packet in advance and asked if anyone did not receive their copy of the packet. A copy of the packet
is also available online.

Kevin Baker joined the meeting at 12:02 p.m.

REVIEW OF AGENDA

Liesel Gross announced that there are no changes to the agenda. At the Board’s discretion, an
Executive Session may be necessary to discuss matters of potential litigation.

Ms. Gross also announced that Chris Moughan has accepted the position of Director of Service and
Technology.

Chairman Nagle announced that Jeff Morgan and Linda Rosenfeld have been reappointed by the
County of Lehigh to serve on the Lehigh County Authority Board of Directors for another 5 years with
their terms ending December 31, 2026.

Amir Famili joined the meeting at 12:04 p.m.

APPROVAL OF MINUTES

January 10, 2022 Meeting Minutes

On a motion by Richard Bohner, seconded by Linda Rosenfeld, the Board approved the minutes of
the January 10, 2022 Board meeting as written (8-0).

PUBLIC COMMENTS

2022 Suburban Water Rates — Public Comments Received

Liesel Gross noted that the Board received copies of written comments that Lehigh County Authority
received from the public regarding the Suburban Division water rate increase. Two of the comments
were submitted by email, and one by formal letter. The Authority’s written response to the formal

letter was also included in the Board’s packet. Ms. Gross noted that the Authority’s customer service
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department also received some complaints via phone calls. Chris Moughan commented that, after
some discussion about the costs needed to maintain and improve the water system, the customers
seemed to understand the need for the rate increase.

ACTION AND DISCUSSION ITEMS

Nomination of Officers — Appointment of Nominating Committee

Chairman Nagle appointed Norma Cusick to serve as the Nominating Committee. Ms. Cusick will
poll the Board members regarding their interest in being nominated to an officer position.
Nominations will be finalized and officers will be elected at the Board’s February 28 meeting.

Suburban Division — Central Lehigh and North Whitehall Water Systems — Water Supply
Study

Phil DePoe gave an overview of the project, which is in alignment with the recently adopted Strategic
Plan. The Water Supply Study objective is to identify and evaluate feasible means to address current
and long-term water supply needs in the Central Lehigh Division (CLD) and the North Whitehall
Division (NWD). Recently completed planning studies have identified the need for additional supply
in the CLD and NWD systems. The need includes an acute, short-term need to enhance the
reliability of supply in the CLD system due to recent and continued growth in system demand,
particularly with the potential for large customers in the Upper System.

The project scope includes: reviewing existing studies and data pertaining to source water issues;
establishing reasonable demand projections; assessing the existing supply and capacity of wells;
establishing short-term and long-term system needs; and conducting a preliminary assessment of
alternatives. The study will be complete by the third quarter 2022.

Jeff Morgan asked if the study will address water quality issues. Mr. DePoe said water quality issues
are inherent to the study and will be evaluated as existing sources are reviewed and alternatives
developed. Scott Bieber commented that is appears to be getting more difficult to drill new wells and
asked if the Authority staff know more about this. Amy Kunkel responded that DEP regulations
regarding developing new wells are stricter now than they were previously. Prolonged pump testing
requirements have been instituted, and larger wellhead protection zones are now required. She
noted that it is also more difficult to reactivate a well once it has been taken offline, which applies to
several of the Authority’s sources. Amir Famili asked Mr. DePoe to elaborate on the need for
additional supply. Mr. DePoe explained that there is potential for industrial users to locate on
property north of Interstate 78, which is in the Authority’s supply-limited Upper System. In addition to
the supply limitations in the Upper Systems, both the CLD and NWD rely on system interconnections
with neighboring water systems, which must be evaluated for redundancy.

On a motion by Scott Bieber, seconded by Jeff Morgan the Board approved the Capital Plan
Authorization for the CLD and NWD Water Supply Study in the amount of $92,500.00 which includes
the Professional Services Authorization to Gannett Fleming in the amount of $77,500.00 (8-0).

A roll call vote was taken with the following votes cast:

Brian Nagle — yes
Scott Bieber — yes
Richard Bohner — yes
Norma Cusick — yes
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Kevin Baker — yes
Linda Rosenfeld — yes
Jeff Morgan — yes
Amir Famili — yes

Suburban Division — Regional Sewer Capacity & Wet-Weather Planning: Engineering &
Program Support

Phil DePoe noted that this approval is specifically for the renewal of the contract with AECOM, who
is serving as the program manager for the development of the regional Act 537 Plan. The Act 537
Plan is mandated by DEP to be completed by March 2025 and aligns with the Authority’s newly
adopted Strategic Plan. As part of the Act 537 Plan, the Authority’s evaluation of the Pretreatment
Plant (PTP) is ongoing, and the option to upgrade the PTP to a direct discharge facility is a major
driver for this request. Mr. DePoe said that AECOM is critical to navigating the regulatory process
associated with the PTP upgrade option and has intimate knowledge of the planning process. Most
recently, AECOM’s efforts have been focused on understanding how the PTP upgrade option would
work within the Delaware River Basin Commission (DRBC) regulatory framework, including an
evaluation of how the Kline's Island Wastewater Treatment Plant (KIWWTP) permit would be
impacted.

Scott Bieber asked if the PTP upgrade option would result in a de-rate of the KIWWTP permit. Mr.
DePoe explained that based on current understanding of DRBC regulations, flows and loads can be
traded between wastewater facilities. If the PTP upgrade option is viable, then some of the KIWWTP
permitted flows and loads could potentially be traded off to the upgraded PTP, Investigating this
option is a primary component of AECOM’s planned work in 2022. Amir Famili asked about the
previous cost estimates related to the PTP option and how the Authority will determine if it is a good
investment. Mr. DePoe said that there will need to be an investment into the PTP regardless of what
option is selected, due the age and condition of the facility. A critical component in the alternatives
analysis will be to review the full cost of all options, including system expansion and upgrades as
well as the cost to repair and replace currently aging equipment. Mr. Famili asked what the specific
deliverable is from AECOM that will allow the Authority to decide if the PTP upgrade option is viable.
Liesel Gross explained that the determination of the viability of the PTP upgrade option will be
determined based on analysis of regulatory, financial, political, and constructability aspects of the
option, and AECOM is focusing on all of these areas. She also referred to the Act 537 Plan “Roles &
Responsibilities” chart, which describes each entity’s role in the process.

On a motion by Linda Rosenfeld, seconded by Jeff Morgan, the Board approved the Capital Plan
Authorization for the Regional Act 537 Plan Program Management — Planning Phase in the amount
of $115,000.00 which includes the Professional Services Authorization to AECOM in the amount of
$100,000.00 (8-0).

A roll call vote was taken with the following votes cast:

Brian Nagle — yes
Scott Bieber — yes
Richard Bohner — yes
Norma Cusick — yes
Kevin Baker — yes
Linda Rosenfeld — yes
Jeff Morgan — yes
Amir Famili — yes
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Suburban Division — Upper Western Lehigh Pump Station and Force Main: Design Phase

Chuck Volk gave a brief overview of the project noting that that project is a recommendation from the
Trexlertown area special study that was prepared to evaluate alternatives to resolve interceptor
capacity deficiencies in the Trexlertown area, often referred to as the “Trexlertown bottleneck.” The
recommendation is to construct a pump station near the Pretreatment Plant (PTP) and force main
connecting to the Upper Macungie Trunk Line to divert dry day flow from the Western Lehigh
Interceptor. This project has been reviewed by Upper Macungie Township staff, who are supportive
of this approach.

Amy Kunkel provided details of the project and recommended Entech Engineering for design phase
services based on their prior performance and expertise with wastewater conveyance facilities.
Some additional easements will be needed. Chuck Volk said the Authority already has an easement
for the proposed pump station on the property adjacent to the PTP. The pump station would draw
treated effluent from the PTP and pump it through the proposed force main to a connection to the
Upper Macungie Trunk Line near the Township’s park on Grange Road.

Chairman Nagle asked whether the Authority has explored the PennDOT right of ways in this area,
since the force main appears to run parallel to the Route 222 bypass. Mr. Volk said this has been
explored and the force main route will mainly stay on private property with the exception of crossing
Ruppsville Road, which is a state road. Chairman Nagle also asked about the proposed route of the
force main through the middle of the property the Authority owns that is adjacent to the PTP, and
whether the force main would interfere with possible future plans to expand the PTP. Mr. Volk
explained that there is a 150 foot power line right of way in this area. This would be utilized for the
force main to minimize the disturbance and reduce the possibility of interfering with future treatment
facilities, which cannot be constructed in the right of way. Scott Bieber asked about the sensor that
will be placed in one of the downstream manholes and how it will be used to provide protection from
overflows during a five-year storm. Mr. Volk explained that the system will use level sensors to
measure the volume of sewage in the Township line so the pump station can be shut down in high-
flow periods. Kevin Baker noted that there is quite a bit of difference in proposal prices for design
phase services, and asked if that was a result of manhours being estimated by each consultant. Amy
Kunkel explained that the price differences among the proposals are due to each consultant’s
estimate of manhours. She reviewed with Entech its proposal, and said the Authority is confident in
the completeness of Entech’s proposal.

On a motion by Amir Famili, seconded by Linda Rosenfeld, the Board approved the Capital Plan
Authorization for the Upper Western Lehigh Pump Stations and Force Main — Design Phase in the
amount of $468,600.00 which includes the Professional Services Authorization to Entech
Engineering in the amount of $248,600.00 (7-0, with Jeff Morgan abstaining).

A roll call vote was taken with the following votes cast:

Brian Nagle — yes

Scott Bieber — yes
Richard Bohner — yes
Norma Cusick — yes
Kevin Baker — yes
Linda Rosenfeld — yes
Jeff Morgan — abstained
Amir Famili — yes
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Allentown Division — Kline’s Island WWTP: Sludge Thickener Tank No. 3 Mechanical Upgrade
— Construction

Chuck Volk gave a background of Sludge Thickener Tank #3 at the Kline’s Island Wastewater
Treatment Plant (KIWWTP), which has been in service since 1984 and contains mechanical
components that are now at the end of their useful life. The scope of the project consists of complete
mechanical refurbishment of the tanks and demolition of existing mechanical equipment. Mr. Volk
explained the project scope in detail and displayed interior and exterior photos of the tank
components indicating their condition. He noted this project is included in the KIWWTP master plan
as a near-term, high-priority project due to the age of the equipment. The tank will be down for
several months and tanks #1 and #2 will have to press more sludge until the tank is back online.

Amir Famili commented about the project schedule and asked about the definition of “substantial
completion.” Mr. Volk explained the term “substantial completion” is used for construction projects to
indicate when the project can be put into service to serve its primary function while some project
components may remain outstanding, such as site restoration or other punch list items. Solicitor
Mike Gaul also explained the legal background regarding the use of “substantial completion” as an
indicator of project status.

On a motion by Amir Famili, seconded by Linda Rosenfeld, the Board approved the Capital Project
Authorization for the Sludge Thickener Tank No. 3 Mechanical Upgrade — Construction Phase in the
amount of $594,000.00 which includes the Professional Services Authorization to D’Huy
Engineering, Inc. in the amount of $38,000.00 and includes the General Contract Award to JEV
Construction LLC in the amount of $511,000.00 (8-0).

A roll call vote was taken with the following votes cast:

Brian Nagle — yes
Scott Bieber — yes
Richard Bohner — yes
Norma Cusick — yes
Kevin Baker — yes
Linda Rosenfeld — yes
Jeff Morgan — yes
Amir Famili — yes

MONTHLY PROJECT UPDATES / INFORMATION ITEMS

Liesel Gross reviewed the new report format, which is broken into three sections: Upcoming Agenda
Items, Project Updates, and Open Project List. She noted that additional changes will be made next
month as the report format is refined, and she requested any Board member feedback to be sent to
her for inclusion in the next report

Ms. Gross highlighted items for the February 28" meeting and noted that the auditors will be
attending the meeting via Zoom to present the 2020 Audit and Financial Statements.

Amir Famili asked how “project closeout” is defined. Chuck Volk explained that a project is
considered to be in “project closeout” phase after a final inspection has occurred, all punch list items
are addressed, and all contract and legal documents are complete, including final payment. Liesel
Gross noted that projects shown in the report as being in project closeout phase will be removed
from the report in the following month.
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MONTHLY SYSTEM OPERATIONS OVERVIEW

John Parsons reviewed the December 2021 Monthly Systems Operations report, highlighting items
of interest in the report. The manhole remediation project in Upper Milford Township was completed
with 38 manholes lined. Three SSOs occurred in December 2021 including one in Allentown that
resulted from a grease blockage, one in the Suburban Division that resulted from a grease and rag
buildup, and one at the Lynn Township system. Mr. Parsons also noted that the final report was
received from Arcadis pertaining to the condition assessment of the Park Pump Station Force Main.
Arcadis recommends the condition assessment be repeated in 10 years or prior to the 50t
anniversary of the station being put online.

Norma Cusick asked why the Authority has so many water shutoffs for non-payment when there are
programs available to assist customers with payments. Chris Moughan responded that the Authority
has seen an increase in applications for assistance. Liesel Gross added that the customer
assistance programs are based on income level and the thresholds may be set too low for some
customers to meet the threshold and receive assistance.

Andrew Moore reviewed the Notice of Violation regarding the Sand Spring Wastewater Treatment
Plant. Most of the violations outlined in the NOV date back a few years, prior to the new plant being
constructed in 2020 and 2021. However, some of the violations were attributed to start up of the new
system. The system has experienced some high flows that affect the plant’s performance, and the
staff have been working to pinpoint where these additional flows are coming from. Amir Famili asked
if this project is closed out. Chuck Volk said the project has been closed out and is currently under
warranty. The contractor has corrected programming issues that were related to some of the plant
start-up issues, but the continuing high-flow problem does not appear to be related to project
construction.

1,4 Dioxane Discharge

A memorandum was included with the Monthly System Operations report regarding an issue with
1,4 Dioxane discharge from the Authority’s regional wastewater system. Andrew Moore explained
that in May 2021, DEP detected 1,4 dioxane in the outflow in the Kline’s Island Wastewater
Treatment plant (KIWWTP). Because the chemical is unregulated, the Authority had no previous
wastewater data available, but pursued several different points of investigation. The conclusion was
drawn that the 1,4 Dioxane was being discharged into the Pretreatment Plant, passing through the
plant and traveling to the KIWWTP and being discharged to the Lehigh River. Additional sampling
was conducted and the source of the material was discovered to be a specific waste discharger
within the Authority’s waste hauler program. When the industry was identified, Coim USA, Inc., the
Authority immediately suspended their industrial waste permit so no additional discharges would
occur. Liesel Gross recognized Mr. Moore’s due diligence in finding and eliminating the source of the
discharge.

Ms. Gross explained that the waste hauler program has been in existence since the 1990s and has
been a positive and productive component of the Authority’s program. However, there are risks
inherent in a waste hauler program, and difficulties and costs associated with monitoring for
unregulated contaminants or identifying unauthorized discharges. The Authority mitigates these risks
through strict adherence to regulatory requirements.

Ms. Gross noted that some customer comments have been received following the news coverage of
this incident. One customer raised the question about safety of the Authority’s drinking water. She
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explained that the discharge of 1,4 Dioxane was contained to the wastewater system, with the
source of the chemical coming from a waste hauler from outside the area, so the Authority’s drinking
water supply was not affected. Ms. Gross commented that there is a dedicated page on the
Authority’s website that provides additional information on the topic of unregulated contaminants.

Amir Famili stated that Andrew Moore did a great job tracing this chemical back to Coim USA, Inc.
He also asked if Mr. Moore keeps records and samples from the haulers, and how long the samples
are kept. Mr. Moore explained that samples are taken from waste loads coming into the plant in
accordance with the requirements of the permits and the hauler program protocols. Not every load is
sampled, and samples are kept for a period of time but typically discarded after the laboratory
analysis is complete. Chairman Nagle asked about the vetting that is done for haulers to use the
Pretreatment Plant as a discharge location. Mr. Moore explained some details about the permitting
process to properly categorize and vet the hauler, the waste generator, and any industrial waste
generators. Linda Rosenfeld commented that a news article reported that Coim would normally send
their waste to upstate New York but for some reason they brought it here to the Authority’s facility.
Mr. Moore said he cannot verify this because the Authority only has information on what Coim was
bringing to the Authority’s facility. Since Coim is no longer discharging to the Authority’s system, Mr.
Moore does not have additional information about Coim’s continued operation.

Jeremy Thompson, a customer and resident of Fogelsville, commented that neighbors were alarmed
by this incident when it was reported in the local news media and thanked Mr. Moore for his due
diligence. He also asked about the $2.8 million in revenue the Authority generates from the hauler
program. He asked if this figure is net revenue or gross revenue, and what the margin is, after
expenses. Ed Klein said he estimates the net revenue for the program, after expenses, to be
approximately $400,000. Mr. Thompson commented that if a hauler must come from so far away to
discharge their waste to the Authority’s facility, it should be a red flag. Mr. Thompson thanked the
Board for their time and efforts to seriously consider the risks associated with this program. Jeff
Morgan said he feels this was an isolated incident that was handled appropriately by the Authority
staff. He reminded the Board that the Pretreatment Plant was designed to handle industrial wastes
and the hauler program is an important program because the community needs a place to properly
dispose of such wastes.

Emmaus Consecutive Division — PFAS Contamination

Liesel Gross reported a contamination incident affecting the Authority’s Emmaus Consecutive
Division water system. She explained that the Authority purchases water from the Borough of
Emmaus to supply drinking water to 417 homes located outside the Borough boundaries in various
locations of Upper Milford, Lower Macungie, and Salisbury townships. In December 2021 the
Authority learned that two drinking water supply wells in the Borough had test results indicating
levels of Perfluorooctane Sulfonate (PFOS) and Perfluorooctanoic Acid (PFOA) (collectively know as
“PFAS”) above the Lifetime Health Advisory level established by the EPA. Contaminants in the
PFAS category are currently not regulated. One well was very high and taken off-line. PFAS are
found in many household products as well as fire-fighting foam. The Borough has traced the
contamination of their wells to leakage of fire-fighting chemicals stored at the Borough'’s fire training
facility. Ms. Gross has discussed solutions with the Borough manager and offered the Authority’s
assistance to help resolve this. Chuck Volk and his team have provided a preliminary analysis of
potential water system interconnections from the Authority’s system that may be helpful to
supplement or replace the Borough’s well supplies. The Borough will be evaluating alternatives to
address the problem.

Buss Acres Division — System Update



Regular Meeting Minutes -8- February 14, 2022

Chris Moughan provided an update on the Buss Acres water system, which has faced several boil
water advisories in the past year. He explained that the boil advisories have not been related to the
system upgrade project directly. The updated SCADA system was designed to shut the system
down according to certain system triggers, and the system was working as designed. However,
communication issues at the facility have triggered system shut-downs several times, which caused
the need to issue boil advisories to the customers. The communication network issue has been
addressed, which should provide a permanent solution to the problem. Chairman Nagle asked what
the public reaction has been with this upgrade project. Liesel Gross noted that the primary customer
interaction regarding the system upgrade has been related to construction impacts such as tree
planting and presence of construction equipment.

Amir Famili asked about the two injuries on the Monthly Operations report. John Parsons reported
that one injury was due to a spray of hypochlorite in the eye and another one was due to an electric
shock received when a technician was cutting a service line. He reported that both incidents have
undergone a root cause analysis and were avoidable through the use of proper safety equipment
and protocols.

STAFF COMMENTS

None.

SOLICITOR’S COMMENTS

None.

PUBLIC COMMENTS / OTHER COMMENTS

None.

EXECUTIVE SESSION

Chairman Nagle announced there will be an Executive Session at 2:30 p.m. to discuss matters of
potential litigation.

ADJOURNMENT

There being no further business, the Chairman adjourned the meeting at 2:22 p.m.

Richard Bohner
Secretary
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December 21,2021

Lehigh County Authority Customers
Chairman and Members

Lehigh County Authority
Allentown, PA 18106

It is our pleasure to present the 2020 Lehigh County Authority (LCA or Authority) Annual
Comprehensive Financial Report which includes the results of 2020 operations and activities.

Results from 2020 reflect the seventh full year of operation of the City of Allentown water and
wastewater systems (City Systems) under a 50-year Concession Lease (Concession) which commenced
on August 8, 2013. Concession activities for the year included a number of significant items:

— The 2020 bond coverage was 183%, exceeding the 120% requirement under the 2013
Concession Bond Financing; ?

— LCA made capital improvements of $4,158,796 to the City System. There were no main
replacement projects in 2020. Water system improvements amounted to $1,890,492 and
Wastewater projects totaled $2,268,304.

— LCA and the City executed an amended Concession Lease Agreement in September 2020,
which resolved outstanding legal disputes and created opportunities for revenue
enhancements that will support increased capital investment in the City System during the
remainder of the Lease. To support this amendment, LCA refinanced $155,915,000 in bonds
associated with the Lease, which resulted in an economic gain to the Authority.

— The City distribution and collections systems faced their seventh full calendar year of
operating standards requirements under the Concession, and met or exceeded all
requirements. The Authority’s performance on selected operating standards are displayed in
the graphs below.

(Note that the performance levels shown on these graphs indicate actual tasks completed
within the calendar year and that full compliance with the Concession operating standards
has been met through a combination of both current year and prior-year activity totals, which
accumulate to achieve compliance.)

1 While the statement of Revenues, Expenses and Changes in Net Position indicates Interest Expense of
$17,257,071, non-cash transactions to interest expense worth ($6,137,263) and amortized bond premium
(5266,395) were both excluded from the calculation of 2020 interest expense for bond coverage calculation
purposes. The 2020 interest expense used for bond coverage calculation was $10,853,413.

Every drop matters. Every customer counts.
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In the Suburban Division, capital improvements totaled $13,470,168 with $5,088,716 expended on
the water system and $8,381,452 on the wastewater system.

On an organization-wide basis LCA achieved the following in 2020:

— In 2020, Authority staff completed the final year of the “LCA 2020” plan, a set of
organization-wide strategies that were developed in 2016 around financial viability,
environmental compliance, asset management, and workforce development goals. With the
completion of the “LCA 2020” plan, renewed focus on strategic planning will be required in
2021.

— The Authority continued to lead regional efforts to develop an integrated plan to address
sanitary sewer overflows and provide system capacity for future economic development. In
January 2020, the Pa. Department of Environmental Protection (DEP) issued a Connection
Management Plan to allow new connections to occur while this planning effort is under
way. In September 2020, a regional, interim Act 537 Sewage Facilities Plan was prepared
and submitted to DEP, which included a plan of activities through 2025 to further the
region’s goals. LCA will lead these efforts in 2021 and beyond.

— We continued the overall advancement of the use of technology throughout the entire

organization with an increased focus on GIS, Maintenance Management, dashboarding of
key performance indicators, and use of mobile applications for data collection.

Every drop matters. Every customer counts.



— The global COVID-19 pandemic overshadowed all other activities in 2020. The Authority
focused heavily on achieving baseline operational and employee health and safety goals
throughout the year. Key components of LCA’s pandemic response included rapid
deployment of technology to support remote work arrangements where feasible,
scheduling and other workforce adjustments to support required distancing and quarantine
protocols, frequent employee communication, and a waiver of all customer collections
activities beginning in March 2020. These activities continued through the end of 2020.

These items among others are intended to promote synergies between the former City and Suburban
systems and lead to enhanced integration and economies in every aspect of LCA’s ongoing
responsibilities. For more on 2020 results, additional information is included in Management'’s
Discussion and Analysis on pages 16-26 of the Report.

Responsibility for the accuracy, completeness and fairness of the report, including all disclosures, rests
with the Authority. We believe that this report, which was prepared by the administrative staff, is
accurate in all material aspects, is presented in a manner designed to fairly present the financial
position and results of operation as measured by the Authority’s financial activity, and includes all
disclosures necessary to enable the reader to gain an understanding of the Authority’s financial
activity.

Overview of Annual Financial Report: Management’s Discussion and Analysis (MD&A) serves as an
introduction to, and should be read in conjunction with, the basic audited financial statements and
supplementary information. The MD&A represents management’s examination and analysis of the
Authority’s financial condition and performance during the last three years. Summary financial
statement data, key financial and operational indicators included in the Authority’s Strategic Plan,
benchmark program, budget, bond documents and other management tools were used for the
analysis.

Accounting System and Internal Control: The Authority’s accounting system is maintained on an
accrual basis of accounting in accordance with United States generally accepted accounting principles.
In developing the Authority’s accounting system, consideration was given to the adequacy of internal
accounting controls. These controls are designed to provide reasonable, but not absolute, assurance
regarding: (1) safeguarding 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 delivered; and, (2) the evaluation of costs and benefits require
estimates and judgments by management. We believe the Authority’s internal accounting controls
adequately safeguard assets and provide reasonable assurance of proper recording of financial
transactions.

Independent Audit: The Pennsylvania Municipality Authorities Act requires an annual audit of the
books of account, financial records and transactions of the Authority by an independent certified
public accountant selected by the Authority. In addition, various financing documents require such
an audit. The auditors’ opinion for the 2020 audit has been included in this report.

Every drop matters. Every customer counts.



GOVERNMENT PROFILE

LCA was incorporated in 1966 by the Lehigh County Commissioners and thereafter was directed to
plan and construct a water system and a wastewater interceptor system in Western Lehigh County.
The systems were needed to serve proposed industrial and commercial developments and serve new
residences driven by the growing population of the area. Thereafter, acquiring existing systems and
developer extensions were the prime vehicles for LCA’s expansion in Western Lehigh County. LCA
also expanded into other areas of Lehigh and Northampton counties by acquiring satellite water and
wastewater systems and wherever possible integrating them with other LCA systems.

As mentioned previously, in 2013, a major step towards regionalization of Lehigh County water and
wastewater systems was accomplished through the Concession for the City Systems, which created a
regional service approach for many communities in Lehigh County.

LCA currently provides two types of services to communities in the City Division. Through the Water
Plant and Distribution System (the City Water System) LCA serves 46,921 residential and business
units in the City of Allentown and supplies water under Municipal Services Agreements to Lehigh
County Municipalities of South Whitehall, Hanover, Salisbury, Whitehall, and to the LCA service area
adjacent to the City of Allentown (the Suburban Division) under various water supply agreements.
Through the Sewer Utility System (the City Sewer System) LCA provides sewage collection, treatment
and disposal services to 46,901 residential and business units in the City of Allentown and to the
Lehigh County Municipalities of Emmaus, Hanover, Salisbury, Lower Macungie and South Whitehall,
the Coplay-Whitehall Sewer Authority, and to the LCA Suburban Division under several inter-
municipal agreements.

LCA currently provides four types of service to communities in the Suburban Division. Through the
Western Lehigh Interceptor System, LCA provides sewage transportation service to the Townships of
Lower Macungie, Upper Macungie, Upper Milford, Weisenberg and the Boroughs of Alburtis, Emmaus
and Macungie. LCA also owns and operates wastewater collection systems in the Upper Milford,
Heidelberg, Lowhill, Lynn, North Whitehall, Weisenberg and Washington Townships serving a total of
2,948 customers. The Authority provides sewage transportation service to Salisbury and South
Whitehall Townships along with the other users of the Western Lehigh Interceptor System excluding
Emmaus. As of December 31, 2020, the Suburban Water System serves 23,282 residential and
business units in the Lehigh County Municipalities of Upper and Lower Macungie, North Whitehall,
Washington, Weisenberg, South Whitehall, Heidelberg, Lower Milford, Lowhill, Lynn, Salisbury and
Upper Milford Townships and Moore Township in Northampton County.

In aggregate, LCA serves a population of over 200,000 with water, wastewater, or both services
throughout its service areas.

Budgetary Control: LCA annually adopts operating and capital budgets based on an assumed level of
water and wastewater system operation. Monthly reports are prepared to monitor each budget.

The Finance Department is authorized to transfer budgeted amounts between line items within any
budget; however, any revisions that alter the total expenses or revenue of any budget must be
approved by the Authority Board. The level of control (level at which expenses may not exceed
budget) is the individual budget within each fund. Budgets for all funds are adopted on a basis
consistent with generally accepted accounting principles.

Every drop matters. Every customer counts.



ECONOMIC CONDITIONS

The Lehigh Valley saw unfavorable economic conditions in 2020, with the unemployment rate
increasing from 5.0% as of year-end 2019 to 6.4% as of year-end 2020 in Lehigh County. The 2020
year-end unemployment rate of 6.4% is lower than the State rate of 6.9% and the National rate of
6.7%. Over the years, the Lehigh Valley has built a diversified residential and industrial base, which
has mitigated the economic volatility experienced in other larger east coast cities. The City of
Allentown has experienced significant redevelopment over the past 5 years with projects like the
PPL Arena, the NIZ Development Zone, Waterfront Development and other construction.

Increased usage of both water and wastewater services by the Suburban Division’s industrial
customer base has allowed rates to remain among the lowest in the Commonwealth, although a
6.9% increase was implemented in 2020, and additional increases are expected in the years ahead
to ensure revenues are sufficient to keep pace with increased capital improvement requirements.
Under the Concession, rates to City residents and businesses rose in 2020 reflecting the change in
the Consumer Price Index in 2019 plus Capital Cost Recovery Charges to recover the cost of Major
Capital Improvements (>$1,000,000) completed in 2018 and 2019. The total increase in water and

sewer charges to the average residential customer in the Authority’s Allentown Division in 2020 was

4.1%.

AWARDS AND ACKNOWLEDGEMENTS

e | CA wasrecognized by the Government Finance Officers Association of The United States and
Canada with a Certificate of Achievement for Excellence in Financial Reporting for its Annual
Comprehensive Financial Report for the year ended December 31, 2019. The Certificate of
Achievement is a prestigious national award, recognizing conformance with highest standards
for preparation of state and local government financial reports.

Operational Awards:

Eastern Pennsylvania Water Pollution Control Operator’s Association: 2020
Laboratory Excellence Award.

Eastern Pennsylvania Water Pollution Control Operator’s Association: 2020 Plant
Operation and Maintenance Excellence Award — Greater than 2MGD.

Eastern Pennsylvania Water Pollution Control Operator’s Association: Dan Treat
Memorial Award: Gary Saunders Jr., Wastewater Treatment Plant Manager.

Eastern Pennsylvania Water Pollution Control Operator’s Association: The Bolenius-
Weist Clean Streams Award: Robert Kerchusky, LCA Wastewater Services Manager
(Retired).

Partnership for Safe Water US EPA and Association of State Drinking Water
Administrators: Area Wide Optimization Program Award - Water Treatment Plant
(thirteenth consecutive year awarded)

These awards recognize the staff’s outstanding efforts towards protecting public health and
the environment through the services we provide to the community.

Every drop matters. Every customer counts.



Acknowledgements: We recognize and thank LCA employees and the Board for their focus and
dedication which underlie our 2020 accomplishments. We also thank the Board for its continued

encouragement and support in planning, operating and managing the Authority’s affairs in a forward
looking and business-like manner.

Respectfully Submitted,

/@i / &’Q%
Liesel M. Gross
Chief Executive Officer

Edward C. Klein

@%J‘U"L C) Jf 0em

Chief Financial Officer
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FINANCIAL SECTION
This section is composed of the following four parts:
INDEPENDENT AUDITORS’ REPORT
MANAGEMENTS DISCUSSION AND ANALYSIS
FINANCIAL STATEMENTS

SUPPLEMENTAL SCHEDULES



Zelenkofske Axelrod LLC

CERTIFIED PUBLIC ACCOUNTANTS

EXPERIENCE | EXPERTISE | ACCOUNTABILITY

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Lehigh County Authority
Allentown, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities, each major fund,
and the aggregate remaining fund information of Lehigh County Authority, Pennsylvania, as of and for the
years ended December 31, 2020 and 2019, and the related notes to the financial statements, which
collectively comprise the Lehigh County Authority’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Lehigh County Authority’s 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 audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits 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.

830 Sir Thomas Court, Suite 100, Harrisburg, PA 17109 2370 York Road, Suite A-5, Jamison, PA 18929
3800 McKnight East Drive, Suite 3805, Pittsburgh, PA 15237 420 Chinquapin Round Road, Suite 2-i, Annapolis, MD 21401
34745 Burbage Road, Frankford, DE 19945 210 Tollgate Hill Road, Greensburg, PA 15601

www.zallc.org
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CERTIFIED PUBLIC ACCOUNTANTS

EXPERIENCE | EXPERTISE | ACCOUNTABILITY

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities, each major fund, and the aggregate remaining
fund information of Lehigh County Authority, Pennsylvania, as of December 31, 2020 and 2019, and the
respective changes in financial position and, where applicable, cash flows, thereof for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Adoption of Governmental Accounting Standards Board Pronouncements

As discussed in Note 1 to the financial statements, in 2020 Lehigh County Authority adopted the
provisions of GASB Statement No. 83 “Certain Disclosures Related to Debt, including Direct Borrowings
and Direct Placements”, GASB Statement No. 90, “Majority Equity Interest-an amendment of GASB
Statements No. 14 and No. 61" and paragraphs 4 and 5 of GASB Statement No. 97 “Certain Component
Unit Criteria, and Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred
Compensation Plans—an amendment of GASB Statements No. 14 and No. 84, and a supersession of
GASB Statement No. 32”. Our opinion is not modified with respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 16 through 26 and the schedule of changes in the net pension liability
and related ratios, schedule of contributions for the pension plan, schedule of changes in net OPEB
liability and related ratios — Suburban Employees, schedule of contributions — Suburban Employees
OPEB Plan, schedule of investment returns — Suburban Employees OPEB Plan, and schedule of
changes in total OPEB liability and related ratios — City Division, on pages 78 through 83 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 Lehigh County Authority’s basic financial statements. The Introductory Section, Other

Supplementary Information, Supplemental Schedules, and Statistical Section are presented for the
purpose of additional analysis and are not a required part of the basic financial statements.

14
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EXPERIENCE | EXPERTISE | ACCOUNTABILITY

The Other Supplementary Information and the Supplemental Schedules are the responsibility of
management and were derived from and relates 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 Other Supplementary Information and the Supplemental Schedules
are 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.

alindkifile Anskod Lt

ZELENKOFSKE AXELROD LLC
Harrisburg, Pennsylvania
December 21, 2021
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LEHIGH COUNTY AUTHORITY 1053 SPRUCE ROAD * P.0.BOX 3348 * ALLENTOWN, PA 18106-0348
610-398-2503 * FAX 610-398-8413 * email: service@lehighcountyauthority.org

INTRODUCTION

Lehigh County Authority is pleased to present its Annual Financial Report for the year ended December 31,
2020. The Authority is a water and wastewater agency created by the County of Lehigh, Pennsylvania in 1966 under
the Pennsylvania Municipality Authorities Act. Management’s Discussion and Analysis (MDA) is intended to serve as
an introduction to the Authority’s basic financial statements.

Certain prior year amounts have been reclassified to conform with current year presentation.
Information in this MDA is presented under the following headings:

e Authority Activities and Highlights

e Qverview of the Financial Statements

® Financial Analysis

e (Capital Assets & Service Concession Arrangement
® Debt Administration

e Economic Factors and Rates

e Contacting the Authority’s Financial Management

MANAGEMENT’S DISCUSSION AND ANALYSIS
Response to COVID-19 Pandemic

In March 2020, an emergency was declared by the Authority’s Board of Directors to allow staff to take necessary
actions to respond to the global COVID-19 pandemic. The Authority’s response plan focused on contingency staffing
plans to ensure a safe work environment and maintain reliable essential services for the community. While some
additional expenses were incurred to achieve these goals, these increases were offset largely by deferment of non-
critical projects.

Revenue impacts associated with the pandemic included decreased commercial water sales and a modest
increase in residential water sales. Both of these trends were associated with changes in business operations across
the region including shut-downs of many businesses and broad adoption of work-from-home arrangements. The
revenue impact of these water sales trends was offset by increases in industrial water sales, driven by food and
beverage manufacturers being classified as “essential” business functions and a strong market for food and
beverage products during the pandemic. Cash flow impacts included reduction in penalties and fees collected, and
delayed collection of customer receivables, as all collections activities were halted during the pandemic. The
Authority expects to recover fully from these cash flow impacts when collections activities resume in 2021.

LEHIGH COUNTY AUTHORITY
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Authority Activities and Highlights

The Authority’s City Division was created on August 7, 2013, when the Authority acquired the rights to lease and
operate the City of Allentown’s Water and Wastewater Systems for a term of 50 years. This transaction, which was
memorialized by the Allentown Water and Sewer Utility System Concession and Lease Agreement, was financed
through the issuance of $307,683,599 of bonds. In 2020, the Authority’s Concession agreement with the City was
amended to achieve mutual goals related to revenue capacity and operational sustainability of the system, and
$155,915,000 of the bonds were refinanced to support the process, the positive impacts of which are described in
the financial statements included in this report.

At the close of 2020, the Authority’s total assets and deferred outflows exceeded its liabilities and deferred
inflows by $144,003,517 (net position). The portion of net position that can be used to meet the Authority’s on-
going obligations to customers and creditors, unrestricted net position, is ($21,127,950).

The Authority’s net position decreased in 2020 by $1,107,999, with a decrease in the City fund of $4,289,351
partially offset by an increase in the Suburban Wastewater fund of $2,724,420 and an increase in the Suburban
Water fund of $456,932.

Operating revenues increased from $61,088,459 in 2019 to $65,024,777 in 2020 due to increased Suburban
Water Revenues of $936,134, an increase in Suburban Wastewater revenues of $2,092,371 and an increase in City
Division Revenues of $907,813. Operating expenses increased from $48,768,466 in 2019 to $50,961,442 in 2020 due
to inflationary effects on employee cost, higher purchased services, and higher depreciation and amortization.

Overview of the Financial Statements

Lehigh County Authority’s basic financial statements include statements of net position, statements of revenues,
expenses and changes in net position, statements of cash flows and notes to the financial statements. This report
also includes other supplementary information in addition to the basic financial statements themselves.

The Authority’s financial statements are prepared on an accrual basis in accordance with generally accepted
accounting principles promulgated by the Governmental Accounting Standards Board (GASB).

Government-wide financial statements: The government-wide financial statements are designed to provide
readers with a broad overview of the Authority’s finances in a manner similar to private sector business.

Statement of net position: The statement of net position presents the financial position of the Authority. It
presents information on the Authority’s assets, deferred outflows of resources, liabilities, and deferred inflows
of resources, with the difference between the four reported as net position. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the Authority is improving or
deteriorating.

Statement of revenues, expenses, and changes in net position: The statement of revenues, expenses, and
changes in net position presents information showing how the Authority’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Revenues are recognized when earned, not when
they are received. Expenses are recognized when incurred, not when they are paid. Additionally, some
revenues and expenses are reported in this statement for items that will result in cash flows in future fiscal
periods (e.g. accrued wages).

LEHIGH COUNTY AUTHORITY
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Statement of cash flows: The statement of cash flows presents information on the effects of the changes in
assets, liabilities and operations have on cash during the course of the fiscal year.

Statement of fiduciary net position: This statement presents the financial position of the Authority’s OPEB
Trust Fund. It presents information on the funds, assets, and liabilities, with the difference reported as net
position held in trust for employees’ post-retirement benefits.

Statement of changes in fiduciary net position: The statement presents information on the contributions,
changes in the fair value of investments and expenses of the Authority’s Other Post Employment Benefit (OPEB)
Trust Fund.

Notes to the financial statements: The notes provide additional information that is essential to a full
understanding of the data provided in the Authority-wide financial statements.

Proprietary funds: The Authority maintains proprietary funds. Enterprise funds are used to report functions
presented as business-type activities, accounting for its suburban water, suburban wastewater, and city division
operations.

Other information: In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the Authority’s obligation to provide pension
benefits and OPEB for its employees.

LEHIGH COUNTY AUTHORITY
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Financial Analysis
Net Position (City Division):

A summary of the Authority’s City Division Statements of Net Position at December 31 are presented as

follows:

2020 2019 2018
Current Assets, Unrestricted S 13,304,647 S 13,707,938 S 9,452,534
Non-current Assets:
Restricted 59,947,285 55,676,307 57,849,011
Capital Assets, Net 645,988 835,697 999,453
Other Assets, Net 255,101,102 244,343,059 246,854,949
Total Assets 328,999,022 314,563,001 315,155,947
Deferred Outflows of Resources 30,422,536 3,185,591 1,891,432
Total Assets & Deferred Outflows S 359,421,558 S 317,748,592 S 317,047,379
Current Liabilities S 5,294,229 S 4,466,618 S 5,143,326
Non-current Liabilities 411,778,591 368,670,338 361,819,727
Total Liabilities 417,072,820 373,136,956 366,963,053
Deferred Inflows of Resources 2,026,453 - 1,341,769

Total Liabilities & Deferred Inflows S 419,099,273 S 373,136,956 S 368,304,822
Net Position:

Net Investment in Capital Assets S 645,988 S 835,697 S 999,453
Unrestricted (60,323,703) (56,224,061) (52,256,896)
Total Net Position é (59,677,715) é (55,388,364) é (51,257,443)

As would be expected for a water/sewer authority, the largest portion of the City Division’s assets are Capital Assets
and Other Assets (77.7%). These categories reflect the Authority’s total investment in the leased Concession assets
and the purchased rolling stock and other fleet of vehicles, less any depreciation and amortization.

Current and noncurrent assets other than capital assets and other assets in 2020 increased $3,867,687,
or 5.6%. This increase was primarily due to an increase in the amount of unrestricted cash which was
partially offset by an increase in net receivable balances offset.

Capital assets, net and other assets, net in 2020 increased by $10,568,334, which was the net increase
after considering new acquisitions offset by depreciation and amortization of $6,117,396.

Current liabilities in 2020 increased by $827,611 from 2019 This increase was primarily due to an
increase in trade payables along with a higher current portion of long-term debt.

Noncurrent liabilities in 2020 increased by $43,108,253 from 2019. The increase was Primarily due to
additional bond liability as a result of a major refinancing in 2020.

Current and noncurrent assets other than capital assets and other assets in 2019 increased $2,082,700,
or 3.1%. This increase was primarily due to an increase in the amount of unrestricted cash along with an
increase in net receivables balances offset by a reduction in unrestricted balances.

Capital assets, net and other assets, net in 2019 decreased by $2,675,646, which was the net decrease
after considering new acquisitions offset by depreciation and amortization of $5,835,507.

Current liabilities in 2019 decreased by $676,708 from 2018. This decrease was due to a reduction in
trade payables with a partial offset from a higher current portion of long-term debt.

Noncurrent liabilities in 2019 increased by $6,850,611 from 2018. This increase was primarily due to
accretion on the Series B bonds and the service concession payable along with an increase in the net
pension liability.
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Net Position (Suburban Division):

A three-year condensed summary of the Authority’s Suburban Division Statements of Net Position as of
December 31 of each year is presented as follows:

2020 2019 2018
Current assets, unrestricted $30,641,290 S 33,850,702 S 39,231,844
Non-current Assets:
Restricted 6,652,373 8,149,486 14,613,449
Capital assets, net 207,705,204 213,588,122 200,602,241
Other assets, net 12,641,526 2,859,600 2,720,567
Total Assets 257,640,393 258,447,910 257,168,101
Deferred Outflows 824,076 1,102,806 1,258,552

Total Assets & Deferred Outflows $ 258,464,469 S 259,550,716 S 258,426,653

Current liabilities S 7,288,370 $ 8,529,904 $ 6,706,997
Non-current liabilities 46,566,256 50,401,635 52,873,270
Total Liabilities 53,854,626 58,931,539 59,580,267
Deferred Inflows 928,611 119,297 543,267
Total Liabilities & Deferred Inflows S 54,783,237 $ 59,050,836 $ 60,123,534
Net position:
Net Investment in Capital Assets $ 163,078,413 S 167,952,249 S 158,792,779
Restricted 1,407,066 1,043,094 1,380,654
Unrestricted 39,195,753 31,504,537 38,129,686
Total Net Position S 203,681,232  $ 200,499,880 S 198,303,119

Again, as would be expected for a water/sewer authority, the largest portion of the Suburban Division’s total
assets & deferred outflows are Capital Assets and Other Assets (85.3%). These categories reflect the Authority’s
total investment in the capital and other assets (e.g. infrastructure, buildings, machinery and equipment), less any
depreciation and amortization.

Current, and noncurrent assets other than capital assets and other assets in 2020 decreased $4,706,525,
or 11.2%. This decrease was primarily due to a reduction in restricted and unrestricted cash balances.
Capital assets, net and other assets, net in 2020 increased $3,899,008 or 1.8%. This was due to capital
spending on projects.

Current liabilities in 2020 decreased $1,241,534 or 14.6% from 2019. This decrease was primarily due
to decreases in trade payables.

Noncurrent liabilities in 2020 decreased $3,835,379 or 7.6% from 2019, as a result of a reduction in debt
related to 2020 principal repayments along with a reduction in net pension liability.

Current, and noncurrent assets other than capital assets and other assets in 2019 decreased
$11,845,105, or 22.0%. This decrease was primarily due to reduction in net receivable balances and
reduced restricted balances partially offset by increased unrestricted cash balances.

Capital assets, net and other assets, net in 2019 increased $13,124,914 or 6.5%. This was due to capital
spending on projects.

Current liabilities in 2019 increased $1,822,907 or 27.2% from 2018. This increase was primarily due to
increases in trade and construction payables along with higher liabilities on developer projects and a
higher current portion of long-term debt.

Noncurrent liabilities in 2019 decreased $2,471,635 or 4.7% from 2018, as a result of a reduction in debt
related to 2019 principal repayments.
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Changes in Net Position (City Division):

A summary of the Authority’s City Division Statement of Revenue, Expenses and Changes in Net Position for the

years ended December 31 are presented as follows:

Operating Revenues: 2020 2019 2018
User Charges 37,748,826 36,524,337 35,747,627
Other Income & Rent 234,849 551,525 396,813
Total Operating Revenues 37,983,675 37,075,862 36,144,440
Operating Expenses:
Salaries, Benefits & Administrative 12,495,272 13,304,766 11,597,632
Utilities, Supplies & Services 5,166,900 4,841,867 5,603,613
Treatment & Transportation 11,926 9,547 9,827
Depreciation & Amortization 6,117,396 5,835,507 5,864,433
Total Operating Expenses 23,791,494 23,991,687 23,075,504
Operating Income 14,192,181 13,084,175 13,068,936
Non-Operating Revenues (Expenses):
Tapping & Capital Recovery Fees 1,901,863 1,707,128 1,383,876
Meter Sales 24,595 22,466 8,397
Inspection, Plan Reviews & Project
Reimbursements 841,585 448,402 912,225
Interest Earnings 162,075 1,193,618 1,047,630
Other Income 51,620 59,659 65,842
Interest Expense (17,257,071) (19,386,584) (18,810,413)
Other Expense (4,206,199) (1,259,785) (3,810,645)
Total Net Non-Operating Revenues (Expenses) (18,481,532) (17,215,096) (19,203,088)
Increase (Decrease) in Net Position (4,289,351) (4,130,921) (6,134,152)
Beginning Net Position, as restated (55,388,364) (51,257,443) (45,123,291)
Ending Net Position S (59,677,715) S (55,388,364) S (51,257,443)

Year over year changes are as follows:

Operating Revenue for 2020 for the City Division was $37,983,675, compared to $37,075,862 in 2019
with most of the increase attributable to a rate increase, and higher Signatory Revenues.
Operating expenses, net of depreciation and amortization were $17,674,098 in 2020 compared to
$18,156,180 in 2019, a decrease of $482,082. The decrease was due to lower pension costs and lower
G&A.
Operating Income, net of depreciation and amortization was $20,309,577 in 2020 compared to
$18,919,682 in 2019, an increase of $1,389,895 that was driven mostly by the reduction in operating
expenses and higher operating revenues.
Operating Revenue for 2019 for the City Division was $37,075,862, compared to $36,144,440 in 2018
with most of the increase attributable to a rate increase, and higher Signatory Revenues.
Operating expenses, net of depreciation and amortization were $18,156,180 in 2019 compared to
$17,211,071 in 2018, an increase of $945,109. The increase was due to inflationary effects on employee
cost and purchased goods and services along with higher spending on outside services.
Operating Income, net of depreciation and amortization was $18,919,682 in 2019 compared to
$18,933,669, a decrease of $13,687 that was driven mostly by the increase in operating expenses with a
partial offset from higher operating revenues.
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It should be noted that interest expense of $17,257,071 in 2020 is comprised of actual interest paid
(510,853,413), accretion ($3,574,904), amortization of the SCA Payable ($2,366,077), change in accrued interest
payable (-5143,690) amortization of bond discount ($266,395) and deferred refunding loss of ($339,972).

The City Division’s Annual Debt Service Coverage Ratio exceeded the indenture requirement of 1.20. The ratio
for all years of operation has exceeded 1.20.

Changes in net position (Suburban Division):

A condensed summary of the Authority’s Suburban Division Statements of Revenues, Expenses and Changes in
Net Position for the years ended December 31 is presented below:

2020 2019 2018
Operating Revenues:
User Charges S 26,814,736 S 23,620,272 S 22,929,861
Other Income & Rent 226,366 392,325 433,453
Total Operating Revenues 27,041,102 24,012,597 23,363,314
Operating Expenses:
Salaries, Benefits & Administrative 4,246,518 3,712,170 3,238,214
Utilities, Supplies & Services 11,130,326 10,505,790 9,803,253
Treatment & Transportation 2,906,958 3,385,568 3,543,753
Depreciation & Amortization 8,886,146 7,173,251 7,269,156
Total Operating Expenses 27,169,948 24,776,779 23,854,376
Operating Income/(Loss) (128,846) (764,182) (491,062)
Non-Operating Revenues (Expenses):
Tapping & Capital Recovery Fees S 4,040,340 S 1,992,524 S 744,950
Meter Sales 77,685 94,763 85,259
Inspection, Plan Reviews & Project
Reimbursements 326,918 435,705 220,921
Interest Earnings 278,884 527,047 477,866
Other Income 111,702 94,639 87,661
Interest Expense (1,642,483) (1,758,142) (1,773,659)
Other Expense (100,261) (157,012) (110,697)
Total Net Non-Operating Revenues
(Expenses) S 3,092,785 S 1,229,524 S  (267,699)
Increase (Decrease) in Net Position before
Capital Contributions S 2,963,939 S 465,342 S (758,761)
Capital Contributions:
Grants - - 212,688
Capital Assets Provided by Developers &
Other 217,413 1,731,419 1,616,004
Total Capital contributions 217,413 1,731,419 1,828,692
Increase (Decrease) in Net Position 3,181,352 2,196,761 1,069,931
Beginning Net Position, as restated $ 200,499,880 $198,303,119 S 197,233,188
Ending Net Position $ 203,681,232 $200,499,880 S 198,303,119
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Changes in the Statements of Revenues, Expenses and Changes in Net Position were as follows:

Operating Revenue in 2020 for the Suburban Division was $27,041,102 compared to $24,012,597
in 2019 and 23,363,314 in 2018. In 2020 the Suburban Division’s Water Fund contributed
$10,866,675 in revenue compared to $9,930,541 in 2019 and $9,348,885 in 2018, while the
Wastewater Fund added another $16,174,427 in 2020 compared to $14,082,056 in 2019, and
$14,014,429 in 2018. The primary driver for the increase in Wastewater Fund revenue was higher
flows and loads.

As an indication of the new growth in the Suburban Division territory, the following table

illustrates the three-year trend of Water System connections and Wastewater capacity sales to
new and expanding users.

2020 2019 2018

Water System # of Units Connected:

Single Family Detached 90 100 114
Single Family Attached (Townhouses) 90 97 71
Apartments and Mobile Homes 140 0 709
Commercial 18 9 14
Total Water System Connections 338 206 908
Wastewater Capacity Sales in Gallons:

Residential 49,952 159,059 43,708
Commercial 244,921 72,178 34,803
Total Sales 294,873 231,237 78,511

The table reflects an increase in new Water System connections for both detached and attached single
family homes, apartments, and commercial properties. Wastewater capacity sales trended higher in
2020 primarily as a result of residential and commercial development in the Western Lehigh sewer area.

The Suburban Water System purchased 7 million gallons per day (mgd) from the interconnection
with its City Division in 2019. The purchase obligation remains at 7 mgd in 2020.

The Suburban Division’s Annual Water System Operating Coverage, which is determined by
dividing net operating revenues by annual debt service, was above the 110% required by the
Suburban Water Bond Indenture.
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Changes in Net Position (Suburban Division Summary):
A summary of the Authority’s Statement of Changes in Net Position Suburban Division is presented as follows:

Statement of Changes in Net Position Year Ended December 31, 2020

Beginning Increased / Ending
Balance (Decreased) Balance
Net Investment in Capital
Assets $167,952,249 S (4,873,836) $ 163,078,413
Restricted Net Position 1,043,094 363,972 1,407,066
Unrestricted Net Position 31,504,537 7,691,216 39,195,753
Total Net Position $200,499,880  $ 3,181,352 $ 203,681,232
Other Selected Information:
2020 2019 2018
Equivalent Fulltime Employees at Year-End 157 162 160
Units Served:
Suburban Division:
Water — Residential 22,522 22,166 22,003
Water — Industrial & Commercial 760 735 734
Total Water Billable Units 23,282 22,901 22,737
Wastewater Collection — Residential 2,820 2,763 2,696
Wastewater Collection — Commercial 128 127 127
Total Wastewater Billable Units 2,948 2,890 2,823
City Division:
Water:
Water — Residential 41,742 41,377 41,198
Water — Industrial & Commerecial 5,179 5,146 5,139
Total Water Billable Units 46,921 46,523 46,337
Wastewater:
Wastewater — Residential 41,767 41,347 41,176
Wastewater — Commerecial 5,140 5,136 5,129
Total Wastewater Billable Units 46,907 46,483 46,305
Customers: 2020 2019 2018
Suburban Division:
Water — Residential 19,883 19,694 19,501
Water — Industrial & Commercial 756 731 730
Total Water Customers 20,639 20,425 20,231
Wastewater Collection — Residential 2,460 2,403 2,336
Wastewater Collection — Commercial 124 123 123
Total Wastewater Customers 2,584 2,526 2,459
City Division:
Water — Residential 30,408 30,392 30,368
Water — Industrial & Commercial 3,029 3,023 3,021
Total Water Customers 33,437 33,415 33,389
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2020 2019 2018

Wastewater Collection — Residential 30,391 30,347 30,346
Wastewater Collection — Commercial 3,014 3,010 3,011

Total Wastewater Customers 33,405 33,357 33,357
Ratios

Suburban Division:
Ratio of Operating Revenue to:

Operating Expenses, Net of Depreciation &

Amortization 1.48 1.36 1.41
Total Assets .10 0.09 0.11
Total Net Position 13 0.12 0.12

Debt Related Ratios:

Net Position to Long-Term Debt 437 3.98 3.75
Current Ratio (Current Assets/Current Liabilities) 4.20 3.97 5.85
City Division:

Ratio of Operating Revenue to:
Operating Expenses, Net of Depreciation &

Amortization 2.15 2.04 2.10

Total Assets (Annualized) 12 0.12 0.11

Total Net Position N/A N/A N/A
Debt Related Ratios:

Net Position to Long-Term Debt N/A N/A N/A

Current Ratio (Current Assets/Current Liabilities) 251 3.07 1.84

Capital Contributions

The Authority received no grants related to construction in 2020 and had none last year. Another major source
of capital contributions is derived from developer installed Systems donated to the Authority $217,413 was received
in 2020 compared to $1,731,419 in 2019.

Capital Assets & Service Concession Arrangement:

The largest investment in the Authority’s history occurred on August 7, 2013 with the financing of the
acquisition of the City of Allentown’s Water and Sewer System through a 50-year lease concession. The Authority’s
Net Capital Investment in intangible and other assets increased from $241,126,076 in 2019 to $251,926,662 in 2020,
and the City Divisions net capital assets decreased from $835,697 in 2019 to $645,988 in 2020. More detail on the
Service Concession Arrangement can be found in Note 6 to the financial statements.

Net capital assets in the Suburban Systems decreased by $5,882,918. This decrease can be attributed to
increased accumulated depreciation which more than offset capital projects executed in 2020. More detail on the
Authority’s capital assets can be found in Note 5 to the financial statements.

Debt Administration:

In 2013 the Authority issued $307,683,599 million in three series of bonds to fund the upfront payment to the
City of Allentown, capital improvements, create various reserves necessary under the Indenture and to fund
financing and other transaction costs related to the Concession. Increases to debt in 2018 consisted of issuance of
the Series 2018 Bond and accreted interest on the 2013 Series B Capital Appreciation Revenue Bonds. The Series C
Bonds were refinanced in 2018 and a portion of the Series A bonds were refinanced in 2020.
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In 2020 the Authority issued City Division Water and Sewer Revenue Bond Series 2020 and Series A of 2020 in
the amounts of $161,035,000 and $18,150,000, respectively. The Series 2020 Bonds were issued to advance refund
a portion of the City Divisions Series 2013 A Bonds, fund a debt service reserve, and pay the costs and expenses of
issuing the Bonds. The Series A 2020 Bonds were issued to currently refund the City Divisions Series 2018 Bonds
fund a debt service reserve and pay the costs and expenses of issuing the Bonds.

See note 8 of the Notes to the Financial Statements for further detail on outstanding debt.
Economic Factors and Rates:
Suburban Division:

From the Suburban Division perspective, the Authority elected to increase water rates in 2020 to cover the
funding of capital projects. The Suburban Division’s rates continue to be among the lowest in the Lehigh Valley
region.

With higher treatment and transportation costs from the former City of Allentown water and wastewater
departments and significant maintenance required on the Authority’s Interceptor System, annual Wastewater rate
increases have been enacted since 2007. The last wastewater collection system rate increase was on January 1,
2013, a 5% increase.

City Division:

City Division rates increased by 4.1% in January 2020 per the Concession agreement. An additional increase of
approximately 15% was implemented October 1, 2020 as a result of an amendment to the agreement, which
included a multi-year phase-in of higher rates required to support the mutual goals of the Authority and the City of
Allentown related to revenue capacity and operational sustainability of the system.

Contacting the Authority’s Financial Management:

This financial report is designed to provide our customers, creditors, and funding agencies with a general
overview of the Authority’s finances and to show the Authority’s accountability for the money it receives. If you
have any questions about this report or need additional information, contact Edward C. Klein, the Lehigh County
Authority’s Chief Financial Officer, P.O. Box 3348, Allentown, PA 18106.

Submitted by,

E}?@nyﬂm«

Liesel Gross
Chief Executive Officer

@{f{}})’!; C T,/;},,L

Edward C. Klein
Chief Financial Officer
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

STATEMENTS OF FIDUCIARY NET POSITION
FIDUCIARY FUND
DECEMBER 31, 2020 and 2019

Component Unit

Suburban
Post Employment Health Fund
2020 2019
Assets
Investments:
Cash Equivalents $ 203,795 $ 3,385,901
Mutual Funds - Equity 1,375,076 -
Mutual Funds - Fixed Income 343,311 -
Stocks 1,265,583 -
U.S. Treasury Obligations 130,076 -
U.S. Agencies 67,168 -
Corporate Bonds 293,278 -
Total Assets $ 3,678,287 $ 3,385,901
Liabilities
Accounts Payable $ 88,255 $ -
Total Liabilities $ 88,255 $ -
Net Position Restricted for
Post Retirement Health Benefits $ 3,590,032 $ 3,385,901

The accompanying notes are an integral part of the financial statements.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUND
FOR THE YEARS ENDED DECEMBER 31, 2020 and 2019

Component Unit

Suburban
Post Employment Health Fund
2020 2019
Additions:
Contributions:
Employer $ 27,393 $ 22,928
Total Contributions 27,393 22,928
Investment Income:
Net Increase/(Decrease) in Fair Value of Investments 297,312 648,168
Less Investment Expense (4,926) (3,047)
Net Investment Income/(Loss) 292,386 645,121
Total Additions 319,779 668,049
Deductions:
Reimbursement of Benefits Expense 115,648 110,336
Total Deductions 115,648 110,336
Net Increase/(Decrease) in Net Position 204,131 557,713
Net Position Restricted for Post Retirement Health Benefits:
Beginning of Year 3,385,901 2,828,188
End of Year $ 3,590,032 $ 3,385,901

The accompanying notes are an integral part of the financial statements.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 1 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Lehigh County Authority (the Authority) was incorporated under the Pennsylvania Municipal
Authorities Act, by the Lehigh County Commissioners in 1966, "... for the purpose of accumulating,
conserving, and distributing fresh water ...” Under the Act, an authority is an independent municipal
corporation and a separate governmental agency of the state. In 1969, the County Commissioners
advanced the Authority from a paper organization to an operating unit to plan and construct a water supply
system and a wastewater interceptor system to serve residential, commercial and industrial users in the
western part of Lehigh County. In 2013, the Authority started serving other areas of Lehigh County when
it acquired the rights to lease and operate the City of Allentown’s Water and Sewer Systems under a 50-
year Concession and Lease Agreement (the Concession). As a result of this Agreement, the Authority
created both City and Suburban Divisions, in recognition of the various agreements and financings, related
to each entity.

The Authority currently provides two types of services to communities in the City Division. Through
the Water Plant and Distribution System (the City Water System) the Authority serves 46,921 residential
and business units in the City of Allentown and supplies water under Municipal Services Agreements to
Lehigh County Municipalities of South Whitehall, Hanover, Salisbury, Whitehall, Bethlehem and to the
Suburban Division under a previously executed water supply agreement. Through the Sewer Utility System
(the City Sewer System) the Authority provides sewage collection, treatment and disposal services to
46,907 residential and business units in the City of Allentown and to the Lehigh County Municipalities of
Coplay-Whitehall, Emmaus, Hanover, Salisbury, Lower Macungie, South Whitehall and to the Suburban
Division, under a previously executed sewer services agreement.

The Authority currently provides four types of service to communities in the Suburban Division.
Through the Western Lehigh Interceptor System, the Authority provides sewage transportation service to
the Townships of Lower Macungie, Lowhill, Upper Macungie, Upper Milford, and Weisenberg and the
Boroughs of Alburtis, Emmaus and Macungie. The Authority owns and operates wastewater collection
systems in the Townships of Upper Milford, Heidelberg, Lynn, North Whitehall and Weisenberg serving a
total of 2,948 customers as of December 31, 2020. Through the Little Lehigh Relief Interceptor System,
the Authority provides sewage transportation service to Salisbury and South Whitehall Townships along
with the other users of the Western Lehigh Interceptor System excluding Emmaus. As of December 31,
2020 the Water System serves 23,282 residential and business units in the Lehigh County Municipalities
of Upper and Lower Macungie, North Whitehall, Washington, Weisenberg, South Whitehall, Heidelberg,
Lower Milford, Lowhill, Lynn, Salisbury and Upper Milford Townships and in Moore Township of
Northampton County.

The accompanying financial statements include all funds which are "controlled by or are dependent
on" the Authority. The funds included are the Suburban Water Fund, both operating and capital, the
Suburban Wastewater Fund, both operating and capital for the Western Lehigh Interceptor System, Little
Lehigh Relief Interceptor System, Wastewater Collector Systems in Upper Milford, Weisenberg,
Washington, Lynn, Heidelberg and North Whitehall Townships, a Wastewater Treatment Plant and planning
activity for providing wastewater service, and the City Division Fund, both operating and capital.

Accordingly, the accompanying financial statements do not include the financial activities of the
County of Lehigh (the County), nor are the Authority's financial activities included in the County's financial
statements, since each is considered a separate entity under the Governmental Accounting Standards
Board (GASB) criteria.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

For purposes of financial reporting, the Authority is a related organization to the County. The criteria
used in determining the scope of the reporting entity are outlined below.

The Authority members are appointed to five-year terms by the County Executive, with concurrence
by the County Commissioners, in an authoritative, official capacity. After confirmation, only the Court of
Common Pleas can remove a member for cause. While there is continuing communication with the County,
there is little linkage to the elected County officials thereafter.

The management and employees of the Authority responsible for the operations of the Authority
are appointed by and held accountable to the Authority. The County does not possess powers of
appointment over any Authority employee.

The Authority reviews and approves all budgets, sets rates, and exercises control over facilities,
property and policies relating to the services provided by the Authority. The County is under no obligation
to finance operating deficits and does not have claim to any surpluses. The Authority has the power to
issue bonds and other financing, with the County having no legal responsibility for debt issued by the
Authority.

The accounting policies of the Lehigh County Authority conform to generally accepted accounting
principles as established by the Governmental Accounting Standards Board. The following is a summary
of the significant policies:

B. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and deferred outflows of resources, liabilities and deferred inflows of resources,
and net position and disclosures at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from those estimates.

The 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 timing of related cash flows. Grants and similar items are recognized as
revenues as soon as all eligibility requirements imposed by the provider have been met.

Operating revenues and expenses are distinguished from non-operating items in the statement of
revenues, expenses and changes in net position. Operating revenues and expenses result from providing
services in connection with the Authority’s principal ongoing operations. Principal operating revenues of
the Authority are charges to customers for water use and wastewater collection, transmission and
treatment. When calculating user fees charged to customers, the Authority includes a component for the
repayment of principal on the Authority’s outstanding debt. Operating expenses include the cost of
providing water and wastewater services, administrative expenses and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as non-operating revenues and expenses.
The principal non-operating revenues of the Authority are capital recovery fees, plan review and inspection
fees and investment income. The principal non-operating expenses of the Authority include interest
expense and cost of goods sold.

Capital grant funding represents amounts received from capital project grants, which are restricted

to capital acquisition or construction. The Authority recognizes capital grant funding when the grants are
earned which is generally when the related capital expenditure is made.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The funds and component unit of the Authority are grouped in the financial statements in this report as

follows:

1.

Proprietary Funds:

Enterprise Funds - are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges, and the measurement of financial activity
focuses on net income measurement similar to the private sector. The reporting entity includes the
following enterprise funds, which are reported as major funds:

Suburban Water Fund - Used to account for the operations of the suburban water supply and
distribution system. The suburban water system is a public utility service, which is intended to
be maintained on a self-supporting basis.

Suburban Wastewater Fund - Used to account for the operations of the suburban wastewater
interceptor, collector systems, and treatment facilities. The suburban wastewater system is a
public utility service, which intends to be maintained on a self-supporting basis.

City Division Fund — Used to account for the operations of the City Concessioned System. The
City Division Fund is a public utility service, which intends to be maintained on a self-supporting
basis. This fund was added in 2013 because of the Service Concession Arrangement
discussed in Note 6.

Fiduciary Component Unit:

The Suburban Post-Employment Health Trust Plan (the “Plan”) was created in 2010 to
accumulate assets to be used for payment of health benefits to qualified retirees. The Plan is
included in the financial reporting entity as a fiduciary component unit because the Plan is (1)
considered to be a separate legal entity, (2) the Authority appoints a voting majority of the
governing board, and (3) the plan imposes a financial burden on the Authority as it is having
assumed an obligation to make contributions to the Plan.

C. Budgets and Budgetary Accounting

The Lehigh County Authority follows these procedures in establishing the annual budgets:

1.

Over the summer months, department heads develop a preliminary budget, including
personnel needs, for all capital and operating programs and for all line items for the coming
calendar year. Supporting detail provides justification for each budget component, including
calculations, quotations, project timetables, outlines, etc.

The budget is given to the Authority Board in late September for review. A formal
presentation is made the second week of October with final adoption at the Authority’s final
October meeting. The final copy of the budget includes an individual budget for City and
Suburban Divisions, including Water and Wastewater Operating, and Water and Wastewater
Capital sections. The officially adopted budget is the financial plan for the ensuing year.

Monthly financials are prepared and distributed to the board and to department heads. The
report cites monthly and year-to-date activity as well as unused budgeted monies. All
department heads are responsible for evaluating their areas for compliance with the budget
and taking appropriate remedial action.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4. The Finance Department is authorized to transfer budgeted amounts between line items,
however, any revisions that alter the total expenses or revenues of any fund must be approved
by the Authority Board. For the year ended December 31, 2020, there were no budget
amendments.

5. The level of control (level at which expenses may not exceed budget) is the individual
budgets within each fund. Budgets lapse at year-end.

6. Budgets for the Enterprise Funds are adopted on a basis consistent with accounting
principles generally accepted in the United States of America. The budgets of the Authority
are maintained and are prepared using the accrual basis of accounting. Budgeted amounts
are as originally adopted, as amended by the Finance Department, or as amended by the
Authority Board.

D. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Authority considers all highly liquid investments,
including investments in external investment pools and money market mutual funds as discussed in Note
2, with a maturity of three months or less when purchased to be cash equivalents.

Restricted Cash and Certificates of Deposit include escrow accounts established in the Authority’s
name for maintenance security by developers, funds held by the trustee in debt service accounts, and other
special purpose trustee accounts which include unspent bond proceeds.

E. Trade Receivables

All trade receivables are shown net of an allowance for uncollectables, as applicable, trade
receivables are evaluated for collectability and an allowance is established, as deemed necessary based
on the best information available and in an amount that management believes is adequate. Trade
receivables are written off when deemed uncollectible. Recoveries of trade receivables previously written
off are recorded when received.

F. Inventory

Inventory of the Suburban Water Fund consists of meters and related components and is stated at
cost (first-in, first-out). It is the policy of the Authority to expense all other materials and supplies on a
current basis for all funds.

G. Investments, External Investment Pools, Certificates of Deposit

The Authority invests its idle funds in various instruments, including external investment pools
which invest in government secured instruments and certificates of deposit with federally insured financial
institutions. The investments, as listed on the balance sheet, include an equity security held in escrow as
security for Developer system extensions. This investment is valued at fair value. The Authority’s
investment in external investment pools, as discussed in Note 2, and government secured money market
instruments are valued at fair value, or amortized cost, which approximates cost and is classified as cash
and cash equivalents in the balance sheet. The Authority invests in both negotiable and non-negotiable
certificates of deposit (CD) in federally insured financial institutions. Negotiable CD’s are valued at fair
value while non-negotiable CD’s are valued at cost because they are considered non-participating contracts
for which redemption terms do not consider market rates.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Capital Assets & Depreciation, and Service Concession Arrangement & Amortization

The Authority uses a capitalization threshold of $5,000 to record capital assets purchased and
constructed. The expenses are recorded at cost including any liability for contract retainage and
construction costs payable. In addition, the Authority included any water rights associated with a project
as part of the cost of that project and depreciated them accordingly. Intangible assets acquired in the
Service Concession Arrangement are amortized over 50 years. Intangible assets with an indefinite life are
not subject to amortization. The construction accounts have also been charged with applicable
administrative expenses.

Contributed assets are carried at estimated acquisition value at the time of contribution.
Depreciation is determined using the straight-line method based upon the following estimated useful lives:

Years
Wells 45
Transmission and Distribution Mains 100
Services 60
Fire Hydrants 65
Reservoirs 55
Pumping Station — Structures 45
Pumping Station - Electrical and Pumping Appurtenances 35
Pumping Station — Purification 33.5
Metering System 20
Transportation and Computer Equipment 5
Communication and Miscellaneous Equipment 5-20
Wastewater Collector System 100
Western Lehigh Interceptor System 50
Relief Interceptor Systems 100
Office Equipment and Furnishings 10
Office Building and Site Improvements 20-40
Water Capacity 40

Normal maintenance and repairs are charged to operations as incurred. Renewals and
betterments are capitalized and depreciated based upon the expected life of such improvements.

Interest is capitalized on assets acquired with tax-exempt debt. The amount of interest to be
capitalized is calculated by offsetting interest expense incurred from the date of the borrowing until
completion of the project with interest earned on invested proceeds over the same period.

Non-exchange transactions, such as donated system assets and assets acquired by contributions,
are recognized as capital contributions in accordance with GASB Statement No. 33.

l. Facilities Planning Costs

The Authority has adopted a policy of amortizing planning costs related to all Water and
Wastewater activity. With the exception of the development of a Water System hydraulic model, a Financial
Information System Selection, an Integrated Computer System study, a Methane Gas Energy Study and
the costs of negotiating a lease agreement with the County of Lehigh for oversight of a wastewater treatment
plant, all of which are being amortized over 7 years, and a future water supply drilling program and a
wastewater hydraulic model, which are being amortized over 10 years, all other planning costs are
amortized over a 3-year period.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 1 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The period over which the costs are amortized and the amortization expense for 2020 and 2019
are as follows:

Amortization 2020 2019
Period (Years) Amortization Amortization
Suburban Water Fund:
Facilities Planning Costs 3-10 $ 42,756 $ 23,516
Suburban Wastewater Fund:
Facilities Planning Costs 3-7 2,968,848 55,033
Total Amortization $ 3,011,604 $ 78,549

J. Compensated Absences

The Authority has an incentive excused absence policy, which annually compensates employees
who are absent from work less than a specific number of days during the year. Excused absences include
employee and dependent illness, medical or dental appointments, or any other valid reason approved by
the employee's immediate supervisor. There is no carryover of the excused absence allowance.

Employees may carry over any remaining time in excess of ten days, if they have taken at least ten
vacation days in the current year. Employees cannot carry over more vacation hours than the vacation
hours they will earn in the next year.

The following table summarizes unused vacation liability:

2020 2019
Balance at Beginning of Year $ 307,524 $ 283,062
Additions 319,277 307,524
Retirements (307,524) (283,062)
Balance at End of Year $ 319,277 $ 307,524

Unused vacation days are generally utilized within 12 months and are reported in current liabilities
as a component of Accrued Payroll and Other.

K. Deferred Outflows of Resources

The statement of Net Position reports a separate section for deferred outflows of resources. This
separate financial statement element represents consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense) until then. The Authority has
three items that qualify for reporting in this category: deferred outflows related to pensions, OPEB and
refunding losses on bonds.

L. Reclassifications

Certain prior year amounts have been reclassified to conform with current year presentation.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M. Deferred Inflows of Resources

The statement of Net Position reports a separate section for deferred inflows of resources. This
separate financial statement element represents acquisition of net position that applies to future period(s)
and will not be recognized as an inflow of resources (revenue) until that time. The Authority has two
items that qualify for reporting in this category: deferred inflows related to pensions and OPEB.

N. Adoption of Governmental Accounting Standards Board Statements

The Authority adopted the provisions of GASB Statement No. 83, “Certain Asset Retirement
Obligations”, GASB Statement No. 84, “Fiduciary Activities”, GASB Statement No. 88 “Certain Disclosures
Related to Debt, including Direct Borrowings and Direct Placements”’, GASB Statement No. 90, “Majority
Equity Interest-an amendment of GASB Statements No. 14 and No. 61” and paragraphs 4 and 5 of GASB
Statement No. 97 “Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal
Revenue Code Section 457 Deferred Compensation Plans—an amendment of GASB Statements No. 14
and No. 84, and a supersession of GASB Statement No. 32°. The adoption of GASB Statement No. 84
changed the presentation of the Statement of Fiduciary Net Position and the Statement of Changes in
Fiduciary Net position. The adoption of the remaining statements had no effect on previously reported
amounts.

0. Pending Changes in Accounting Principles

In June 2017, the GASB issued Statement No. 87, “Leases”. The Authority is required to adopt
statement No. 87 for its calendar year 2022 financial statements.

In June 2018, the GASB issued Statement No. 89, “Accounting for Interest Cost Incurred before
the End of a Construction Period’. The Authority is required to adopt statement No. 89 for its calendar year
2021 statements.

In May 2019, the GASB issued Statement No. 91, “Conduit Debt Obligations”. The Authority is
required to adopt statement No. 91 for its calendar year 2022 statements.

In January 2020, the GASB issued Statement No. 92, “Omnibus 2020". The Authority is required
to adopt statement No. 92 for its calendar year 2022 statements.

In March 2020, the GASB issued Statement No. 93, “Replacement of Interbank Offered Rates”.
The Authority is required to adopt statement No. 93 for its calendar year 2021 statements, except for the
requirements of paragraphs 11b, 13, and 14 which are effective for the Authority’s calendar year 2022
statements.

In March 2020, the GASB issued Statement No. 94, “Public-Private and Public-Public Partnerships
and Availability Payment Arrangements’. The Authority is required to adopt statement No. 94 for its
calendar year 2023 statements.

In May 2020, the GASB issued Statement No. 96, “Subscription-Based Information Technology
Arrangements”. The Authority is required to adopt statement No. 96 for its calendar year 2023 statements.

In June 2020, the GASB issued Statement No. 97, “Certain Component Unit Criteria, and
Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation
Plans—an amendment of GASB Statements No. 14 and No. 84, and a supersession of GASB Statement
No. 32’. The Authority is required to adopt the remaining provisions of statement No. 97 for its calendar
year 2022 statements.

The Authority has not yet completed the various analysis required to estimate the financial
statement impact of these new pronouncements.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements

NOTE 2 — DEPOSITS AND INVESTMENTS

The carrying amounts of the cash and investments at December 31 consist of the following:

2020 2019

Demand deposit, money market, and savings

accounts $ 73,127,505 $ 68,548,201
Certificates of deposit, nonnegotiable 1,000,000 2,425,527
Overnight repurchase 1,264,010 8,545,022
Certificates of deposit, negotiable 7,885,571 8,494,206
U.S. Treasury Obligations 244,924 -
Pennsylvania School District Liquid Asset Fund 3,999,198 2,579,135
OPEB Investments:

Cash Equivalents 203,795 -

Mutual Funds - Equity 1,375,076 3,385,901

Mutual Funds — Fixed Income 343,311 -

Stocks 1,265,583 -

U.S. Treasury Obligations 130,076 -

U.S. Agencies 67,168 -

Corporate Bonds 293,278 -

$ 91,199,495 $ 93,977,992

Classification per statements of net position:
Unrestricted current assets

Cash and cash equivalents $ 16,246,731 $ 20,082,844

Certificates of deposit 8,885,571 10,894,206
Restricted non-current assets

Cash and cash equivalents 62,143,982 59,589,514

Certificates of deposit - 25,527

Investment U.S. treasury obligations 244,924 -

OPEB Investments:

Cash Equivalents 203,795 -
Mutual Funds - Equity 1,375,076 3,385,901
Mutual Funds — Fixed Income 343,311 -
Stocks 1,265,583 -
U.S. Treasury Obligations 130,076 -
U.S. Agencies 67,168 -
Corporate Bonds 293.278 -

$ 91,199,495 $ 93,977,992
Deposits:

The Authority has a policy that requires all deposits and investments, other than U.S. government
obligations, to be covered by Federal insurance or to be fully collateralized by the financial institution issuing
the investment or acquiring the deposit. Deposits that are not insured by the Federal Deposit Insurance
Corporation are collateralized using the pooled asset method to 100% of value as required by Pennsylvania
Law.

The securities pledged as collateral are held by the trust department of a financial institution or by
its agent in the financial institution’s name. When certificates of deposit are purchased, the Authority or its
agent either holds the actual certificate of deposit or receives a safekeeping certificate as its proof of
ownership.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements

NOTE 2 — DEPOSITS AND INVESTMENTS (Continued)

The Authority has custodial credit risk on cash and investment deposits. This is the risk that, in the
event of a financial institution failure, the Authority’s deposits may not be returned. On December 31, 2020
and 2019, the carrying amounts of the Authority's bank deposits were $10,123,311 and $17,293,108
respectively, and the bank balance of $11,610,289 and $18,269,919, respectively. As of December 31,
2020, and 2019, $9,860,289 and $15,094,393 of deposits were exposed to custodial risk because they
were uninsured and collateralized with securities held by the pledging financial institution’s trust department
or agent, but not in the Authority’s name. On December 31, 2020 and 2019 none of the Authority’s
investments were subject to custodial credit risk.

Investments:

Pennsylvania Law limits investment and deposit types the Authority may purchase as follows:

(a) U.S. Treasury bills

(b) Short-term obligations of the U.S. government or its agencies

(¢) Demand, savings and time deposits with institutions insured by the FDIC or the National
Credit Union Share Funds or collateralized with securities as provided by law.

(d) Obligations of the United States or any of its agencies, the Commonwealth of Pennsylvania
or any of its agencies or any political subdivisions of the Commonwealth of Pennsylvania
or any of its agencies providing the obligations are backed by the full faith and credit of the
political subdivisions.

Pennsylvania School District Liquid Asset Fund

The Authority has funds invested with the Pennsylvania School District Liquid Asset Fund
(PSDLAF), an investment pool managed by RBC Capital Markets. In 2001, PSDLAF amended its bylaws
to allow Pennsylvania municipal entities besides school districts to participate in the fund. The purpose of
the pool is to enhance investment potential through cash pooling while providing security and liquidity. Pool
participants are allocated a pro-rata share of each investment purchased by the pool.

Purchased securities, placed in the name of PSDLAF, serve as collateral and are held in
safekeeping at PNC Bank. A liquid fund and MAX fund require no advance notice for withdrawals; however,
since the MAX fund does not provide check writing services, a higher rate of return is earned.

In addition, each member can purchase certificates of deposit and other investments through
the pool. Security for collateralized certificate of deposit purchases is held at the Bank of New York or the
Federal Reserve Bank of Boston. The PSDLAF fund is regulated by the Municipal Securities Rulemaking
Board. Investment policy is guided by Pennsylvania statute. The Authority’s fair value of its position in the
pool is measured at amortized cost and is the same as the value of the pool shares.

Money Market Funds

The Authority invest in various money market mutual funds. The money market accounts are
secured only by the investments within the fund, which are generally U.S. Government obligations.
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Investment Maturities

LEHIGH COUNTY AUTHORITY

ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements

As of December 31, 2020 and 2019, the Authority had the following investments and maturities:

Investment Type

Certificates of
Deposit,
negotiable

U.S. Treasury
Obligations

Pennsylvania
School District
Liquid Asset
Fund

Total

Fiduciary Fund
U.S Government

Agencies
U.S. Government
Treasury
Obligations
Corporate Bonds
Fixed Income
Mutual Bonds

Total

Investment Type

Certificates of
Deposit,
negotiable

Pennsylvania

School District

Liquid Asset
Fund

Total

2020
Investment Maturities
(In Years)
One-to- Six-to- More
% Of Less than Five Ten than 10
Cost Fair Value Total One Year Years Years Years
$7,833,000 $7,885,571 65.01% $3,715,629 $4,169,942 - -
244,682 244,924 2.02% 244,924 - - -
3,999,198 3,999,198 32.97% 3,999.198 - - -
$12,076,.880 $12,129.693 100.00% $7,959,751 $4,169942 § - $ -
$67,217 $67,168 8.06% - - $6,056 $61,112
134,008 130,076 15.60% - 55,111 - 74,965
293,225 293,278 35.17% 12,336 169,895 82,609 28,438
327,821 343,311 41.17% - - - 343,311
$822,271 $833,833 100.00% $12,336 $225,006 $88.,665 $507,826
2019
Investment Maturities
(In Years)
% Of Less than  One-to-Five
Cost Fair Value Total One Year Years
$8,460,000  $8,494,206 76.71%  $2,559,542  $5,934,664
2,579,135 2,579,135 23.29% 2,579,135 -
$11,039,135 $11,073,341 100.00%  $5,138,677 $5.934,664
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NOTE 2 — DEPOSITS AND INVESTMENTS (Continued)
Interest Rate Risk:

As a means of managing its exposure to fair value losses arising from increasing interest rates, the
Authority's investment policy limits the value of investments with maturities to no greater than five years.

Credit Risk:
The Authority limits the type of investments permitted as defined in the Municipality Authorities Act
and the related trust indentures. Permitted investments are defined above. The Authority's investment

policy is consistent with these limitations.

As of December 31, 2020, the Authority’s investments were rated by Standard and Poor’s as follows:

Credit Quality Percent of

Investment Type Rating Investment Type
U.S Government Agencies AAA 100%
Corporate Bonds AAA 4.3%
Corporate Bonds A+ 7.5%
Corporate Bonds A 1.8%
Corporate Bonds A- 14.7%
Corporate Bonds BBB 23.8%
Corporate Bonds BBB+ 47.9%
Pennsylvania School District

Liquid Asset Fund AAA 100%
Certificates of Deposit Negotiable NR 100%

As of December 31, 2019, the Authority’s investments were rated by Standard and Poor’s as follows:

Credit Quality Percent of
Investment Type Rating Investment Type
Pennsylvania School District
Liquid Asset Fund AAA 100%
Certificates of Deposit Negotiable NR 100%
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NOTE 2 — DEPOSITS AND INVESTMENTS (Continued)
Fair Value:

The Authority categorizes its fair value measurements within the fair value hierarchy established
by generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the assets. Level 1 inputs are quoted prices in active markets for identical assets;
Level 2 inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs.

The Authority’s investments in negotiable certificates of deposit, stocks, fixed income mutual funds,
and equity mutual funds are valued using quoted market prices (Level 1 inputs).

The Authority’s investments in U.S. Treasury Obligations, U.S. Government Agencies, and
Corporate Bonds are valued using a matrix pricing model (Level 2 inputs).

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
12/31/2020 (Level 1) (Level 2) (Level 3)
Investments by fair value level
Debt securities
Fixed Income Mutual Funds $ 343,311 $ 343,311 $ - $
U.S. Government Agency Obligations 67,168 - 67,168
U.S.Government Treasury Obligations 375,000 375,000
Corporate Bonds 293,278 - 293,278
Total debt securities 1,078,757 343,311 735,446
Equity securities
Negotiable Certificates of Deposit 7,885,571 7,885,571
Stocks 1,265,583 1,265,583
Equity Mutual Funds 1,375,077 1,375,076
Total equity securities 10,526,231 10,526,230 -
Total investments by fair value $ 11,604,988 $ 10,869,541 $ 735,446 $

NOTE 3 - DEVELOPER ESCROW DEPOSIT

The Authority requires developers to provide improvement security for system extensions. To meet
this requirement, most developers provide such security in cash or a letter of credit. With one larger
developer, however, the Authority has agreed to hold 350,896 shares of stock as collateral. Although the
stock certificate is issued in the developer’s name, the Authority holds the original stock certificate. Each
quarter the fair value of the shares held is compared to total maintenance security required for all the
developer’s extensions to ensure that enough security is being held. An offsetting liability for all developer
deposits is shown as a current and non-current liability on the Statement of Net Position.

NOTE 4 — RECEIVABLES - DEVELOPER CONTRACTS

As of December 31, 2020 the Authority has four agreements with customers, which allow for the
financing of wastewater capital recovery fees over a multi-year period. The purpose of these arrangements
is to make it more affordable for high-volume wastewater users to locate in the Authority service area. The
total amounts of unpaid fees have been recorded as current ($194,495) and long-term receivables
($1,330,142). At year-end 2019, there were five agreements, and the unpaid fees were recorded as current
($323,767) and long-term receivables ($1,532,516). The Authority is recording interest income on the
receivables in the year of receipt, which is not materially different than the accrual method.
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NOTE 5 - CAPITAL ASSETS

Capital assets of the Authority for 2020 and 2019 consist of the following:

Balance at Balance at
12/31/19 Additions Retirements 12/31/20
Suburban Water Fund
Non-depreciable Assets:
Land $ 2,114,884 $ 117,668 $ - $ 2,232,552
Construction in progress 12,504,370 5,043,931 (10,405,080) 7,143,221
Total Capital Assets Not Being
Depreciated 14,619,254 5,161,599 (10,405,080) 9,375,773
Depreciable Assets:
Wells & Reservoirs 9,709,252 182,548 - 9,891,800
Transmission & Distribution Mains 80,498,411 4,947,966 - 85,446,377
Service & Hydrants 17,571,410 101,136 - 17,672,546
Building Structure & Appurtenances 23,797,378 3,341,949 - 27,139,327
Metering System 10,672,043 128,008 - 10,800,051
Equipment 7,769,506 988,975 (69,413) 8,689,068
Capacity 1,207,901 - - 1,207,901
Total Capital Assets Being
Depreciated 151,225,901 9,690,582 (69,413) 160,847,070
Less Accumulated Depreciation for:
Wells & Reservoirs (8,365,888) (180,796) - (3,546,684)
Transmission & Distribution Mains (18,722,746) (828,139) - (14,550,885)
Service & Hydrants (4,580,883) (287,054) - (4,867,937)
Building Structure & Appurtenances (9,294,442) (671,272) - (9,965,714)
Metering System (5,332,817) (466,262) - (5,799,079)
Equipment (6,007,460) (440,849) 69,413 (6,378,896)
Capacity (751,043) (31,834) - (782,877)
Total Accumulated Depreciation (43,055,279) (2,906,206) 69,413 (45,892,072)
Total Net Capital Assets Being
Depreciated 108,170,622 6,784,376 - 114,954,998
Total Capital Assets, Net $ 122,789,876 $ 11,945,975 $ (10,405,080) $ 124,330,771
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NOTE 5 — CAPITAL ASSETS (Continued)

Balance at Balance at
12/31/19 Additions Retirements 12/31/20
Suburban Wastewater Fund
Non-depreciable Assets:
Land $ 1,888,430 $ 7,620 - $ 1,896,050
Capacity 953,831 - (75,954) 877,877
Construction in progress 18,974,421 8,381,452 (18,690,703) 8,665,170
Total Capital Assets Not Being
Depreciated 21,816,682 8,389,072 (18,766,657) 11,439,097
Depreciable Assets:
Interceptor & Collector Systems 38,259,619 5,960 - 38,265,579
Wells & Reservoirs 3,494,643 - - 3,494,643
Building Structure & Appurtenances 55,828,047 5,473,549 - 61,301,596
Metering System 429,778 - - 429,778
Equipment 23,175,902 442,598 (12,629) 23,605,871
Total Capital Assets Being
Depreciated 121,187,989 5,922,107 (12,629) 127,097,467
Less Accumulated Depreciation for:
Interceptor & Collector Systems (11,136,593) (442,820) - (11,579,413)
Wells & Reservoirs (603,220) (63,538) - (666,758)
Building Structure & Appurtenances (20,126,163) (1,883,192) - (22,009,355)
Metering System (264,381) (11,319) - (275,700)
Equipment (20,076,068) (567,466) 12,629 (20,630,905)
Total Accumulated Depreciation (52,206,425) (2,968,335) 12,629 (55,162,131)
Total Net Capital Assets Being
Depreciated 68,981,564 2,953,772 - 71,935,336
Total Capital Assets, Net $ 90,798,246 $ 11,342,844 $ (18,766,657) $ 83,374,433
Balance at Balance at
12/31/19 Additions Retirements 12/31/20
City Division Fund
Non-depreciable Assets:
Construction in progress $ - $ - - $ -
Total Capital Assets Not Being
Depreciated - - - -
Depreciable Assets:
Transportation Equipment 2,996,782 - (11,000) 2,985,782
Miscellaneous Equipment &
Computers 248,981 - - 248,981
Office Furniture & Equipment 23,116 - - 23,116
Total Capital Assets Being
Depreciated 3,268,879 - (11,000) 3,257,879
Less Accumulated Depreciation for:
Transportation Equipment (2,180,625) (173,090) 11,000 (2,342,715)
Miscellaneous Equipment &
Computers (229,441) (16,619) - (246,060)
Office Furniture & Equipment (23,116) - - (23,116)
Total Accumulated Depreciation (2,433,182) (189,709) 11,000 (2,611,891)
Total Net Capital Assets Being
Depreciated 835,697 (189,709) - 645,988
Total Capital Assets, Net $ 835,697 $ (189,709) - $ 645,988
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NOTE 5 — CAPITAL ASSETS (Continued)

Balance at Balance at
12/31/19 Additions Retirements 12/31/20
Total Funds
Total Capital Assets Not Being
Depreciated $ 36,435,936 $ 13,550,671 $(29,171,737) $ 20,814,870
Total Capital Assets Being
Depreciated 275,682,769 15,612,689 (93,042) 291,202,416
Total Accumulated Depreciation (97,694,886) (6,064,250) 93,042 (103,666,094)
Total Net Capital Assets Being
Depreciated 177,987,883 9,548,439 - 187,536,322
Total Capital Assets, Net $ 214,423,819 $23,099,110 $(29,171,737) $ 208,351,192
Balance at Balance at
12/31/18 Additions Retirements 12/31/19
Suburban Water Fund
Non-depreciable Assets:
Land $ 2,043,265 $ 71,619 $ - $ 2,114,884
Construction in progress 5,023,631 8,764,955 (1,284,216) 12,504,370
Total Capital Assets Not Being
Depreciated 7,066,896 8,836,574 (1,284,216) 14,619,254
Depreciable Assets:
Wells & Reservoirs 9,554,770 154,482 - 9,709,252
Transmission & Distribution Mains 78,963,688 1,534,723 - 80,498,411
Service & Hydrants 17,144,642 426,768 - 17,571,410
Building Structure & Appurtenances 23,632,286 165,092 - 23,797,378
Metering System 10,539,291 132,752 - 10,672,043
Equipment 7,283,092 486,414 7,769,506
Capacity 1,207,901 - - 1,207,901
Total Capital Assets Being
Depreciated 148,325,670 2,900,231 - 151,225,901
Less Accumulated Depreciation for:
Wells & Reservoirs (3,188,014) (177,874) - (3,365,888)
Transmission & Distribution Mains (12,927,020) (795,726) - (13,722,746)
Service & Hydrants (4,298,105) (282,778) - (4,580,883)
Building Structure & Appurtenances (8,677,088) (617,354) - (9,294,442)
Metering System (4,866,455) (466,362) - (5,332,817)
Equipment (5,800,726) (206,734) (6,007,460)
Capacity (719,210) (31,833) - (751,043
Total Accumulated Depreciation (40,476,618) (2,578,661) - (43,055,279)
Total Net Capital Assets Being
Depreciated 107,849,052 321,570 - 108,170,622
Total Capital Assets, Net $ 114,915,948 $ 9,158,144 $ (1,284,216) $ 122,789,876
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NOTE 5 — CAPITAL ASSETS (Continued)

Balance at Balance at
12/31/18 Additions Retirements 12/31/19
Suburban Wastewater Fund
Non-depreciable Assets:
Land $ 1,837,891 $ 50,539 $ - $ 1,888,430
Capacity 2,062,956 - (1,109,125) 953,831
Construction in progress 10,052,683 10,671,538 (1,749,800) 18,974,421
Total Capital Assets Not Being
Depreciated 13,953,530 10,722,077 (2,858,925) 21,816,682
Depreciable Assets:
Interceptor & Collector Systems 38,036,405 223,214 - 38,259,619
Wells & Reserwoirs 3,494,643 - - 3,494,643
Building Structure & Appurtenances 54,910,406 917,641 - 55,828,047
Metering System 429,777 1 - 429,778
Equipment 22,551,923 623,979 - 23,175,902
Total Capital Assets Being
Depreciated 119,423,154 1,764,835 - 121,187,989
Less Accumulated Depreciation for:
Interceptor & Collector Systems (10,694,920) (441,673) - (11,136,593)
Wells & Reservoirs (539,682) (63,538) - (603,220)
Building Structure & Appurtenances (18,332,952) (1,793,211) - (20,126,163)
Metering System (252,576) (11,805) - (264,381)
Equipment (17,870,261) (2,205,807) - (20,076,068)
Total Accumulated Depreciation (47,690,391) (4,516,034) - (52,206,425)
Total Net Capital Assets Being
Depreciated 71,732,763 (2,751,199) - 68,981,564
Total Capital Assets, Net $ 85,686,293 $ 7,970,878 $ (2,858,925) $ 90,798,246
Balance at Balance at
12/31/18 Additions Retirements 12/31/19
City Division Fund
Non-depreciable Assets:
Construction in progress $ - $ - $ - $ -
Total Capital Assets Not Being
Depreciated - - - -
Depreciable Assets:
Transportation Equipment 2,920,803 128,624 (52,645) 2,996,782
Miscellaneous Equipment &
Computers 248,981 - - 248,981
Office Furniture & Equipment 23,116 - - 23,116
Total Capital Assets Being
Depreciated 3,192,900 128,624 (52,645) 3,268,879
Less Accumulated Depreciation for:
Transportation Equipment (1,977,573) (255,697) 52,645 (2,180,625)
Miscellaneous Equipment &
Computers (192,758) (36,683) - (229,441)
Office Furniture & Equipment (23,116) - - (23,116)
Total Accumulated Depreciation (2,198,447) (292,380) 52,645 (2,433,182)
Total Net Capital Assets Being
Depreciated 999,453 (163,756) - 835,697
Total Capital Assets, Net $ 999,453 $ (163,756) $ - $ 835,697
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NOTE 5 — CAPITAL ASSETS (Continued)

Balance at Balance at
12/31/18 Additions Retirements 12/31/19

Total Funds
Total Capital Assets Not Being

Depreciated $ 21,020,426 $ 19,558,651 $  (4,143,141) $ 36,435,936
Total Capital Assets Being

Depreciated 270,941,724 4,793,690 (52,645) 275,682,769
Total Accumulated Depreciation (90,360,456) (7,387,075) 52,645 (97,694,886)
Total Net Capital Assets Being

Depreciated 180,581,268 (2,593,385) - 177,987,883
Total Capital Assets, Net $ 201,601,694 $ 16,965,266 $  (4,143,141) 3 214,423,819

In 2020 the Authority transferred $12,772,706 from construction in progress to facilities planning
costs in the Suburban Wastewater fund.

Under an agreement dated December 29, 1981, the Authority acquired 1,400,000 gallons per day
of sewage treatment capacity ("grandfathered capacity”) from the City of Allentown in addition to the
amortized costs. This capacity was available to municipalities in Western Lehigh County for developments
connected to the wastewater system. When a municipality required capacity to serve a business or
residence, a fee was paid and recorded as a sale of capacity on the Authority's books. In addition, on an
as-needed basis, the Authority purchases sewage treatment capacity from the City for non-grandfathered
users ("General Pool Capacity"). This capacity is recorded on the books at the date of purchase and is
reduced as such capacity is sold to the various municipalities and is included as a capital asset in the above
table. At year-end 2020 and 2019 the total value of this capacity was $877,877 and $953,831 respectively.

NOTE 6 — SERVICE CONCESSION ARRANGEMENT

On August 7, 2013, the Lehigh County Authority (“LCA”) entered into the Allentown Water and
Sewer Utility System Concession and Lease Agreement (the “Service Concession Arrangement”) with the
City of Allentown, under which the LCA leased the Water and Sewer Utility Systems and retained the right
and related obligation to operate those systems as the Concessionaire for 50 years. The LCA is required
to operate and maintain the systems in accordance with the Service Concession Arrangement. The LCA
entered into the Service Concession Arrangement to aid further regionalization of water and sewer services
in the Lehigh Valley and to benefit the ratepayers with the overall organizational efficiencies. The LCA paid
the City an upfront payment of $211,332,218. The LCA also agreed to make required annual payments of
$500,000 starting in 2016, and every year thereafter, adjusted for inflation using the consumer price index.
In addition to the required annual payments, the LCA must establish a Capex Fund (held in trust) no later
than January 1, 2033. The LCA is required to make annual deposits into the Capex Fund in the amounts
of $1,000,000 for years 2033 to 2042, $2,000,000 for years 2043 to 2052, and $3,000,000 for years 2053
to 2062, adjusted for inflation using the consumer price index. These funds can be withdrawn by the LCA
to pay costs incurred with respect to major capital improvements meeting certain requirements of the
concession agreement. On the reversion date of the Water and Sewer Utility System, any moneys or
securities held in the Capex Fund shall be applied first to pay any unpaid termination compensation, AA-
Compensation and Concession Compensation and any amount remaining shall be remitted to the City. In
conjunction with the execution of the service concession arrangement capital assets with an approximate
fair value of $1,485,804 were conveyed to LCA from the City.

This transaction meets the criteria for reporting under Governmental Accounting Standards Board
(GASB) Statement No. 60 “Accounting and Financial Reporting for Service Concession Arrangements’.
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As a result, an intangible asset (Service Concession Arrangement) of $246,205,824, representing:
I) the upfront payment, less the fair value of conveyed capital assets, Il) the discounted future annual
payments, and Ill) the discounted future Capex Fund funding requirements was recorded by LCA on the
execution date. The intangible asset will be amortized on the straight-line method over the life of the
agreement (50 years). Cost of improvements to the facility during the term of the Service Concession
Arrangement that increase capacity or efficiency of the facility are recorded as increases to the intangible
asset and amortized systematically over the term of the arrangement. Costs of $1,994,503 and $1,716,684
were recorded as increases to the intangible asset in 2020 and 2019, respectively. Amortization expense
in the amount of $5,927,686 and $5,543,128 was recognized in 2020 and 2019, respectively related to the
intangible asset. The net book value of the asset was $251,926,661 and $241,126,076 at December 31,
2020 and 2019, respectively.

In addition to the intangible asset, LCA recorded an initial liability (‘SCA Payable”) of $36,359,411
representing: 1) the present value of future annual payments, and Il) the present value of future Capex Fund
deposit requirements on the execution date. This liability is adjusted annually to reflect the present value
of the future payments. Interest expense of $2,283,222 and $2,198,697 was recognized in 2019 and 2018,
respectively. The liability was $47,694,490 and $45,936,129 on December 31, 2019 and 2018,
respectively.

As part of the Service Concession Agreement the LCA was required to offer employment to
substantially all existing employees of the Water and Sewer System. The LCA was required to provide
existing levels of certain benefits to these employees, including OPEB and Pension. This resulted in the
adoption of a new OPEB plan in 2013 (Note 12) and the addition of new employees into the LCA Pension.
The impact of the addition of these new employees into the plan resulted in an unfunded actuarial accrued
liability of $220,059 on August 8, 2013.

In 2020 the Authority and the City of Allentown entered into an agreement which modified certain
terms of original Service Concession Arrangement. The modified terms included future payments to be
made by the Authority to the City, as well as changes to the terms in which the Authority may increase rates
to customers of the system. This agreement resulted in the Authority recording additions of $14,733,768
to the intangible asset and SCA Payable liability in 2020.

NOTE 7 — FACILITIES PLANNING COSTS

Facilities Planning Costs for 2020 and 2019 consist of the following:

As of As of
12/31/19 Additions Retirements 12/31/20

Suburban Water Fund
Facilities Planning Costs $ 70,548 $ 78,152 $ (20,430) $ 128,270
Less Accumulated Amortization (46,106) (42,756) 20,430 (68,432)

Total Suburban Water Facilities

Costs - Net 24,442 35,396 - 59,838
Suburban Wastewater Fund
Facilities Planning Costs 515,995 12,772,706 (131) 13,288,570
Less Accumulated Amortization (457.406) (2,968.848) 131 (3,426,123)

Total Suburban Wastewater

Facilities Planning Costs - Net 58,589 9.803.858 - 9,862,447

Total Facilities Planning Costs -
Net

$ 83,031

$ 9,839,254

$ 9922285
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NOTE 7 — FACILITIES PLANNING COSTS (Continued)

Suburban Water Fund

Facilities Planning Costs
Less Accumulated Amortization

Total Suburban Water Facilities

Planning Costs - Net
Suburban Wastewater Fund

Facilities & Planning Costs

Less Accumulated Amortization
Total Suburban Wastewater
Planning Facilities Costs - Net

Total Planning Facilities Costs -
Net

As of As of

12/31/18 Additions Retirements 12/31/19
$ 687,551 $ 23,209 $ (640,212) $ 70,548
(662,802) (23,516) 640,212 (46,106)
24.749 (307) - 24.442
508,900 10,795 (3,700) 515,995
(406,073) (55,033) 3,700 (457.,406)
102,827 (44,238) - 58,589
$ 127,576 $ (44,545) $ - 83,031

In 2020 the Authority transferred $12,772,706 from construction in progress to facilities
planning costs in the Suburban Wastewater fund.

NOTE 8 — LONG-TERM DEBT

Long-term debt for 2020 and 2019 consists of the following:

Suburban Water Fund
Bonds
Water Revenue Bonds
Series of 2010 A
Water Revenue Bonds
Series of 2011
Water Revenue Bonds
Series of 2015
Water Revenue Bonds
Series of 2015 A
Water Revenue Bonds
Series of 2017
Subtotal
Add Bond Premium
Total Suburban Water Fund Bonds
Less Current Maturities
Net Suburban Water Fund
Long-Term Bonds

Notes from Direct Borrowings
2007 State Pennworks
Note
2011 Pennsylvania Infrastructure
Investment Authority Note
Total Suburban Water Fund Direct Borrowings
Less Current Maturities
Net Suburban Water Fund
Long-Term Direct Borrowings

Balance Balance Principal Due
Outstanding As Additions / Outstanding As Within One
of 12/31/19 Accretions Retirements of 12/31/20 Year
$ 11,590,000 $ - $ $ 11,590,000 $
313,289 (122,062) 191,227 125,448
2,161,555 (1,072,850) 1,088,705 1,088,705
8,035,400 (318,100) 7,717,300 304,500
14,900,000 - (320,000) 14,580,000 330,000
$ 37,000,244 $ - $ (1,833,012) % 35,167,232 $ 1,848,653
359,339 - (13,067) 346,272
$ 37,359,583 $ - $ (1,846,079) § 35,513,504
(1,848,653)
$ 33,664,851
$ 1,479,091 $ - $ (176,182) % 1,302,909 $ 179,737
1,007,396 (72,197) 935,199 73,295
$ 2,486,487 $ - $ (248,379) % 2,238,108 $ 253,032
(253,032)
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NOTE 8 — LONG-TERM DEBT (Continued)

Balance

Balance

Principal Due

Outstanding As of Additions / Outstanding As Within One
12/31/19 Accretions Retirements of 12/31/20 Year
Suburban Wastewater Fund
Bonds
2011 Sewer Revenue Bonds
Series A $ 1,481,997 $ - (114,905)  $ 1,367,092 $ 114,595
Less Current Maturities (114,595)
Net Suburban Wastewater Fund
Long-Term Bonds $ 1,252,497
Notes from Direct Borrowings
2009 Pennsylvania Infrastructure
Investment Authority Note $ 3,204,180 $ - (253,464) $ 2,950,716 $ 259,995
2013 Pennsylvania Infrastructure
Investment Authority Note 2,158,904 - (135,942) 2,022,962 138,009
2015 Pennsylvania Infrastructure
Investment Authority Note 666,533 - (37,755) 628,778 36,771
Total Suburban Wastewater Fund Direct Borrowing $ 6,029,617 $ - (427,161) $ 5,602,456 $ 434,775
Less Current Maturities (434,775)
Net Suburban Wastewater Fund
Long-Term Direct Borrowings $ 5,167,681
Total Net Suburban Water Fund Long Term $ 6,420,178
City Division Fund
Bonds
2013 Water and Sewer Revenue
Bonds, Series A $ 245,590,000 $ - (137,975,000) $ 107,615,000 $ -
2013 Water and Sewer Capital
Appreciation Revenue Bonds,
Series B 61,643,216 3,574,904 (915,000) 64,303,120 1,339,642
2018 Water and Sewer Revenue
Bonds (Federally Taxable) 17,940,000 - (17,940,000) - -
2020 Water and Sewer Revenue
Bonds - 161,035,000 - 161,035,000 -
Subtotal $ 325,173,216 $ 164,609,904 (156,830,000) $ 332,953,120 $ 1,339,642
Less Bond Discount (8,865,423) - 4,398,843 (4,466,580)
Total City Division Fund Bonds $ 316,307,793 $ 164,609,904 (152,431,157) 328,486,540
Less Current Maturities (1,339,642)
Net City Division Fund Long-Term Bonds $ 327,146,898
Direct Borrowings
2020 Series A Refunding Bonds $ - $ 18,150,000 (1,125,000) $ 17,025,000 $ 1,175,000
Less Current Maturities (1,175,000)
Net City Division Fund Long-Term
Direct Borrowings $ 15,850,000
Total Net City Division Fund Long Term $ 342,996,898
Total Net Long-Term Debt $ 385,067,003
Balance Balance Principal Due
Outstanding As Additions / Outstanding As Within One
Suburban Water Fund of 12/31/18 Accretions Retirements of 12/31/19 Year
Bonds
Water Revenue Bonds
Series of 2010 A $ 11,590,000 $ - - $ 11,590,000 $ -
Water Revenue Bonds
Series of 2011 432,034 - (118,745) 313,289 122,044
Water Revenue Bonds
Series of 2015 3,212,735 - (1,051,180) 2,161,555 1,072,850
Water Revenue Bonds
Series of 2015 A 8,346,800 - (311,400) 8,035,400 318,100
Water Revenue Bonds
Series of 2017 14,900,000 - - 14,900,000 320,000
Subtotal $ 38,481,569 $ - (1,487,325) 7% 37,000,244 $ 1,832,994
Add Bond Premium 372,406 - (13,067) 359,339
Total Suburban Water Fund Bonds 38,853,975 $ - (1,494,392) 37,359,583
Less Current Maturities (1,832,994)

Net Suburban Water Fund
Long-Term Bonds
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Balance Balance Principal Due
Outstanding As of Additions / Outstanding As of Within One
12/31/18 Accretions Retirements 12/31/19 Year
Suburban Water Fund
Notes from Direct Borrowings
2007 State Pennworks
Note 1,651,787 - (172,696) 1,479,091 176,181
2011 Pennsylvania Infrastructure
Investment Authority Note 1,078,512 - (71,116) 1,007,396 72,197
Total Suburban Water Fund Direct Borrowings $ 2,730,299 $ - $ (243,812) % 2,486,487 $ 248,378
Less Current Maturities (248,378)
Net Suburban Water Fund
Long-Term Direct Borrowings $ 2,238,109
Total Net Suburban Water Fund Long-Term $ 37,764,698
Suburban Wastewater Fund
Sewer Revenue Bonds
2011 Sewer Revenue Bonds
Series A $ 1,560,901 $ - $ (78,904) $ 1,481,997 $ 114,905
Less Current Maturities (114,905)
Net Suburban Wasterwater Fund
Long-Term Bonds $ 1,367,092
Direct Borrowings
2009 Pennsylvania Infrastructure
Investment Authority Note $ 3,451,275 $ - $ (247,095) $ 3,204,180 $ 253,464
2013 Pennsylvania Infrastructure
Investment Authority Note 2,294,634 - (135,730) 2,158,904 135,942
2015 Pennsylvania Infrastructure
Investment Authority Note 703,913 - (37,380) 666,533 37,756
Total Suburban Wastewater Fund Direct Borrowin¢ $ 6,449,822 $ - $ (420,205) $ 6,029,617 $ 427,162
Less Current Maturities (427,162)
Net Suburban Wastewater Fund
Long-Term Direct Borrowings $ 5,602,455
Net Suburban Wastewater Fund Long Term $ 6,969,547
City Division Fund
Bonds
2013 Water and Sewer Revenue
Bonds, Series A $ 245,590,000 $ - $ - $ 245,590,000 $ -
2013 Water and Sewer Capital
Appreciation Revenue Bonds,
Series B 58,700,641 3,392,575 (450,000) 61,643,216 882,406
2018 Water and Sewer Revenue
Bonds (Federally Taxable) 18,735,000 - (795,000) 17,940,000 955,000
Subtotal $ 304,290,641 $ 3,392,575 $ (1,245,000) 7% 325,173,216 $ 1,837,406
Less Bond Discount (9,182,043) - 316,620 (8,865,423)
Total City Division Fund Debt $ 295,108,598 $ 3,392,575 $ (928,380) 316,307,793
Less Current Maturities (1,837,406)
Net City Division Fund Long-Term Debt $ 314,470,387
Total Net Long-Term Debt $ 359,204,632
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The Authority’s direct borrowings contain provisions that in the event of certain defaults the notes
or bonds become immediately due and payable at the discretion of the lenders.

A summary of the long-term payable is provided in the ensuing paragraphs.
A. Suburban Division Water Fund

On December 21, 2011, the Authority issued $1,185,400 of 2011 Water Bonds to refinance the
balance of the 2001 Pennvest loan and to cover financing costs. The maturity date for the new bonds
remained at July 1, 2022 and carries a fixed interest rate of 2.75%. The loan is secured by a pledge of the
gross receipts and revenues of the water system and resulted in a 2% present value savings of refunded
principal.

On October 10, 2007 the Authority entered into an agreement with the Commonwealth of
Pennsylvania for a “Pennworks” loan and grant. The $3,000,000 loan was used to reimburse the Authority
for a portion of the cost of various Water projects with a $2,000,000 grant also available to cover additional
expenditures. The loan that matures on November 1, 2027 are secured by water system revenues and
carry a 2% interest rate.

On March 30, 2010, the Authority issued Series A taxable Build America Bonds in the amount of
$11,590,000 to be used to finance water capital projects over the next several years. The bond issue
matures in November 2031 and carries a net effective interest rate of 3.75876% when considering a 35%
subsidy interest expense return from the Federal government. Water system revenue serves as collateral
for the bonds.

On May 20, 2015, the Authority issued Water Revenue Bond Series 2015 in the amount of
$6,486,000. The bonds were issued to currently refund the 2010 outstanding water revenue bonds Series
AA bonds and to fund issuance costs. The bond carries a fixed interest rate of 1.6% per annum, payable
commencing on November 1, 2015 and semi-annually thereafter on the interest payment date until
November 1, 2020, at which time the fixed rate shall be reset by the Bank to a floating or variable interest
rate equivalent to the rate which is 60% of the National Prime Rate of Interest as published in the Wall
Street Journal. At no time and in no instance shall the variable interest rate exceed 2.75% during the
variable rate period. The bond matures in November 2021 and is secured by a pledge of system revenues.
The refunding decreased the Authority’s total debt service payments by $755,492 and resulted in an
economic gain of $757,165.

In determining the variable interest rate for the issue, the Authority used the National Prime Interest
Rate as published in the Wall Street Journal as of December 31, 2020 to calculate an applicable effective
rate of 1.95%.

On October 29, 2015 the Authority issued Water Revenue Bond Series A of 2015 in the amount of
$9,232,000. The bond was issued to currently refund the 2008 outstanding water revenue bond and to
fund issuance costs. The bond carries a fixed interest rate of 2.41% per annum, payable commencing on
May 1, 2016 and semi-annually thereafter on the interest payment date until November 1, 2023, at which
time the fixed rate shall be reset to a floating or variable interest rate equivalent to the rate which is 66% of
the 30 day London Inter Bank Offering Rate (“30 Day LIBOR) plus 135 basis points or its equivalent. At no
time and in no instance shall the variable interest rate exceed 3.75% during the variable rate period. The
bond matures in November 2026 and is secured by a pledge of system revenues. The refunding increased
the Authority’s total debt service payments by $719,340 and resulted in an economic loss of $684,295. In
determining the variable interest rate for the issue, the Authority used the 30 Day LIBOR as of December
31, 2020 to calculate an applicable effective rate of 1.44830%.

On June 29, 2011, Pennvest approved a $1,660,303 loan to the Authority for a Water Meter
Replacement program. Terms of the loan provide that the Authority will be reimbursed up to the limit of the
loan amount. Interest payments commenced on November 1, 2011. Principal payments began on October
1,2012. The loan carries a 1% interest rate for the first five years and a 1.51% annual interest rate for the
remainder of the 20-year term. The debt is secured by the project collateral.

55



LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 8 — LONG-TERM DEBT (Continued)

On June 20, 2017, the Authority issued Water Revenue Bond Series 2017 in the amount of
$14,900,000. The bond was issued to fund capital projects under the Authority’s Capital Improvements
Program, fund a deposit to the Debt Service Reserve Fund, and pay the costs related to the issuance of
the Bonds. Interest payments commenced on November 1, 2017 and are payable every May and
November. Principal payments begin on November 1, 2020 and commence on November 1, 2047. The
bonds carry fixed annual interest rates ranging from of 3% to 5%.

The schedule of principal maturity and annual debt service for the suburban water fund is as follows:

Notes from
Bonds Direct Borrowings
Principal Total Principal Total

Year Amount Interest Amount Interest
2021 $ 1,848,653 $ 1,359,586 $ 253,032 $ 38,033
2022 1.880,879 1,317,878 257,775 33,290
2023 1,939,000 1,271,443 262,607 28,458
2024 1,926,500 1,180,826 267,531 23,533
2025 2,004,800 1,140,139 272,550 18,515
2026-2030 12,522,400 4,457,266 774,603 34,233
2031-2035 4,950,000 1,739,812 150,010 2,085
2036-2040 2,985,000 1,168,357 - -
2041-2045 3,525,000 632,136 - -
2046-2047 1,585,000 80,662 - -
$ 35,167,232 $ 14,348,105 $ 2,238,108 $ 178,147

B. Suburban Wastewater Fund

On December 21, 2011, the balance of the 2000 Pennvest loan was refinanced by the 2011 Sewer
Series A bonds. The new bonds ($2,166,100) also provided additional funds to pay for a portion of the
Vera Cruz sewer project and to cover bond issue financing costs. The maturity date for the new bonds is
November 1, 2031. The revenues of the common rate collector systems are serving as loan collateral. The
loan carries an interest rate of 2.25% for the first 5 years and a variable rate thereafter, which equates to
70% of the 10 year average prime rate with 3% minimum and 5.5% maximum rate caps.

On November 16, 2009, the Pennsylvania Infrastructure Investment Authority (Pennvest) approved
a loan of $5,878,847 to the Authority to fund the design and construction of a 3 million gallon flow
equalization basin and pump station. The purpose of the project is to shave off and hold wet weather flows
to address system capacity deficiencies during precipitation events. The loan carries an annual interest
rate of 1.274% for the first five years and 2.547% for the remainder of the loan.

The loan is secured by a pledge of gross receipts and revenues obtained from users of the Western
Lehigh Interceptor System. The Authority may not prepay at any time all or any portion of the unpaid
principal without the prior written consent of Pennvest. As of December 31, 2012, the Authority received
all ($5,389,323) of the reimbursements for project expenditures. The Authority began paying both interest
and principal on February 1, 2011.

On June 19, 2013 the Pennsylvania Infrastructure Investment Authority (Pennvest) approved a
loan of $2,931,170 to the Authority to fund the design and construction of a 40,000 gpd wastewater
treatment plant to be built at Arcadia West to replace the existing plant. As of December 31, 2015 the
Authority received all ($2,931,170) of the reimbursement for project expenditures. The loan carries an
interest rate of 1% for the first 5 years and 1.51% thereafter, for a period of 15 years.
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On February 25, 2015 the Pennsylvania Infrastructure Investment Authority (Pennvest) approved
a loan of $1,000,0000 to the Authority to fund the Wynnewood Terrace pump station and force main
replacement. The loan carries an interest rate of 1% for the first 5 years and 1.743% thereafter, for a period
of 15 years.

The schedule of principal maturity and debt service for the suburban wastewater fund is as follows:

Notes from
Bonds Direct Borrowings
Principal Total Principal Total

Year Amount Interest Amount Interest
2021 $ 114,595 $ 72,843 $ 434,775 $ 111,229
2022 118,358 66,456 443,723 102,955
2023 122,605 59,840 453,375 93,303
2024 127,003 52,987 463,248 83,431
2025 131,560 45,888 473,347 73,332
2026-2030 732,078 113,708 2,526,510 206,879
2031-2035 20,893 237 795,770 25,289
2036 - - 11,708 34
$ 1,367,092 $ 411,959 $ 5,602,456 $ 696,452

C. CITY DIVISION FUND

On July 31, 2013, the Authority issued, in aggregate $307,683,599 of Water and Sewer Revenue
Bonds comprised of $245,590,000 of Series 2013A Revenue Bonds, $43,358,599 of Series 2013B Capital
Appreciation Revenue Bonds and $18,735,000 of Series 2013C Federally Taxable Revenue Bonds. The
bonds were issued at a discount of $10,923,458.

The 2013 bonds were issued to provide funding for i) a single, up-front concession and lease
payment to the City of Allentown pursuant to the Allentown Water and Sewer utility system Concession and
Lease Agreement, ii) projected capital improvements to the Concessioned System, iii) deposits to certain
reserve and other funds, and iv) transaction costs and expenses incurred in connection with the acquisition
of the Concessioned System and the issuance of the 2013 Bonds.

The 2013 Bonds were issued under and secured by a Trust Indenture between the Authority and
Manufacturers and Traders Trust Company, the concession trustee. The 2013 Bonds are payable from
and secured by a pledge and an assignment by the authority of all the concessionaire interest, including
revenues derived from operating the Concessioned System certain service charges imposed by the
Authority for use of the Concessioned System and certain payments received from the municipal customers
of the Concessioned System.

The 2013 Bonds are also secured by a Debt Service Reserve Fund initially funded at $28,090,273
and held by the Concession Trustee and other funds including an Operations and Maintenance Reserve
Fund and a Major Maintenance Reserve Fund in the amounts of $9,199,515 and $7,500,000 respectively.
These funds are available to pay shortfalls in the scheduled debt service on the 2013 Bonds.

The Series 2013A bonds bear interest of 5% - 5.125% with final maturity on December 1, 2047.

The Series 2013 Appreciation bonds bear interest of 3.21% - 6.21% with final maturity on December 1,
2038.
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In October 2018, the Authority issued Water and Sewer Revenue Bond, Series 2018 (Federally
Taxable) in the amount of $18,735,000. Proceeds of the bond together with other funds of the Authority
were used to currently refund the 2013 Series C bonds, fund a debt service reserve, and pay the costs and
expenses of issuing the Bond. The bond carries a fixed interest rate of 4.75% per annum, payable
commencing on June 1, 2019 and semi-annually thereafter on the interest payment date until June 1, 2029,
at which time the fixed rate shall be reset to a floating or variable interest rate of one month LIBOR plus
165 basis points. At no time and in no instance shall the variable interest rate exceed 6.5% during the
variable rate period. The bond matures on December 1, 2033 and is secured by the Authority’s interest in
the Concessioned System. The refunding increased the Authority’s total debt service payments by
$7,817,099 and resulted in an economic loss of $2,503,652.

In September 2020, the Authority issued Water and Sewer Revenue Bonds, Series 2020 (Federally
Taxable) in the amount of $161,035,000. Proceeds of the bonds together with other funds of the Authority
were used to (i) advance refund a portion of the Authority’s Water and Sewer Revenue Bond (City of
Allentown Concession), Series 2013A; (ii) fund a debt service reserve fund with respect to the 2020 Bonds;
and (iii) pay transaction costs and expenses in connection with the issuance of the bonds. Interest rates
on the bonds range from 3.232% to 3.632% per annum, payable commencing on December 1, 2020 and
semi-annually thereafter on the interest payment date until maturity. The bonds are payable from and
secured by a pledge and assignment by the Authority of all the Concessionaire Interest in and to the
Concessioned System created by the Concession Agreement. The refunding resulted in a deferred
refunding loss of $27,792,709, an increase in the Authority’s total debt service payments of $55,617,288,
and resulted in an economic gain of $9,929,809.

In October 2020, the Authority issued Water and Sewer Revenue Bond, Series A of 2020 (Federally
Taxable) in the amount of $18,150,000. Proceeds of the bond together with other funds of the Authority
were used to currently refund the 2018 Series bonds, fund a debt service reserve, and pay the costs and
expenses of issuing the Bond. The bond carries a fixed interest rate of 2.90% per annum, payable
commencing on December 1, 2020 and semi-annually thereafter on the interest payment date until June 1,
2026, at which time the fixed rate shall be reset to 5.00%. The bond matures on December 1, 2033 and is
secured by the Authority’s interest in the Concessioned System. The refunding decreased the Authority’s
total debt service payments by $1,928,034 and resulted in an economic gain of $1,419,618.

The schedule of principal maturity and debt service for the City division is as follows:

Notes from
Bonds Direct Borrowings
Principal Total Principal Total

Year Amount Interest Amount Interest
2021 $ 1,339,642 11,106,719 1,175,000 493,726
2022 1,735,649 11,210,712 1,210,000 459,650
2023 2,097,077 11,364,284 1,245,000 424,560
2024 2,421,819 11,574,542 1,280,000 388,456
2025 2,710,368 11,835,993 1,320,000 351,336
2026-2030 16,754,950 64,936,856 6,245,000 2,105,000
2031-2035 20,994,037 80,287,769 4,550,000 462,750
2036-2040 37,469,578 83,482,728 - -
2041-2045 62,220,000 43,475,975 - -
2046-2050 58,565,000 28,851,309 - -
2051-2055 65,455,000 18,105,701 - -
2056-2059 61,190,000 5,655,024 - -
$ 332,953,120 $ 381,887,612 $ 17,025,000 $ 4685478

On December 31, 2020 $137,975,000 of bonds outstanding were considered defeased.
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During its operations, the Authority has numerous transactions between funds to finance operations
and provide services. The Suburban Water fund has financed the construction and expansion of the
Authority’s Operation Center and Information Technology Upgrades and is being reimbursed over time by
the Suburban Wastewater fund for its share of the costs. Certain cost incurred by the City Division fund,
were initially paid by the Suburban Water fund, and will be reimbursed to the Suburban Water fund from
the City Division fund. For reporting purposes, the transactions of the Internal Service are included with
the Suburban Water and Suburban Wastewater and City Division funds on a proportional basis. The
interfund receivables and payables are as follows:

2020 2019
Interfund Interfund Interfund Interfund
Fund Receivables Payables Receivables Payables
Enterprise Funds:
City Division $ - $ 36,211 $ - $ 29,516
Suburban Water 1,619,206 - 1,599,692 -
Suburban Wastewater - 1,582,995 - 1,570,176
Total $ 1,619,206 $ 1,619,206 $ 1,599,692 $ 1,599,692

NOTE 10 — DEVELOPER DEPOSITS

Developer Deposits represent funds received by the Authority from developers to cover the costs
of plan reviews and project inspections and to ensure that infrastructure improvements are constructed in
accordance with approved plans. Deposits for developments to be completed within one year are recorded
as current liabilities in the amount of $484,602 and $577,732 as of December 31, 2020 and 2019,
respectively. Deposits for developments not expected to be completed by the end of one year are recorded
as long-term liabilities in the amount of $4,214,562 and $4,239,816 as of December 31, 2020 and 2019,
respectively.

NOTE 11 — COMMITMENTS & CONTINGENCIES

In addition to the commitments disclosed in Note 6 related to the Service Concession Arrangement,
the Authority as of December 31, 2020, through contractual agreements, had construction commitments of
$6,347,837 for various capital projects as compared to $13,128,891 at year-end 2019. Operating and
Capital reserves, construction note proceeds and grants will fund these expenditures.

The effects of the Coronavirus pandemic continue to evolve and are dependent upon future
developments, the impact of the Coronavirus on the Authority’s operations and financial results are
uncertain at this time. Because of the Coronavirus the Authority suspended normal collection activities
such as applying later fees, and terminating service to non-paying customers. This has resulted in an
increase in customer receivables and an increase in the Authority’s allowance for uncollectible accounts.
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A. Health & Welfare Plan for Suburban Employees (Suburban Plan)
Suburban Plan:
Plan Description: The Authority through the Pennsylvania Municipal Health Insurance Cooperative
offers a single employer defined benefit plan to eligible retirees for health insurance benefits. The Suburban
Plan is reported as the Post Employment Health Trust Fund in the accompanying financial statements and

does not issue stand-alone statements.

Management of the Suburban Plan is vested in the Authority’s nine members Board of Directors,
who are appointed by the Lehigh County Executive and approved by the Lehigh County Commissioners.

Suburban Plan Membership: At January 1, 2019 Plan membership consisted of the following:

Inactive plan members or beneficiaries currently receiving benefit payments 18
Inactive plan members entitled to but not yet receiving benefit payments -
Active plan members 16

Total 34

The Suburban Plan is closed to new entrants (employees) hired on or after January 1, 2005.

Benefits Provided: Any employee hired prior to January 1, 2005 and retiring with at least 10 years
of service is eligible to receive medical and prescription drug coverage at age 65 (as a supplement to
Medicare). This coverage will include the spouse of the retiree if the retiree is living. The authority to
establish and amend the benefit terms of the Suburban Plan resides with the nine-member Board of
Directors.

Contributions: The authority to establish and amend the contribution requirements of the Authority
and plan members also resides with the nine-member Board of Directors. The Board establishes rates
based on an actuarially determined rate. Based on the funded status of the Suburban Plan and the latest
actuarial valuations neither the plan members or the Authority were required to make contributions for the
years ended December 31, 2020, and 2019.

Investments: The Suburban Plan’s policy in regard to the allocation of invested assets is
established and may be amended by the nine member Board of Directors. It is the policy of the Board of
Directors to pursue an investment strategy that reduces risk though diversification of the portfolio by
investing in a variety of equities and fixed income securities. The following is the Suburban Plan’s target
asset allocation as of December 31, 2020 and 2019:

2020

Asset Class Target Allocation Asset Class Target Allocation
Domestic Equity

Large Cap 34.6% International Equity 10.1%

Mid/Small Cap 14.8% Emerging Markets 2.7%
Bonds 30.4% Non-US Debt 1.8%
Cash 5.5% Blend 0.0%

2019

Asset Class Target Allocation
Mutual funds 100%
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The annual money-weighted rate of return on investments, net of investment expense, was 8.6%
and 23.20%, for the years ended December 31, 2020 and 2019, respectively. The money-weighted rate of
return expresses investment performance, net of investment expense, adjusted for the changing amounts
actually invested.

See Note 2 to the financial statements for additional details on the plan’s investments.

Net OPEB Liability of the Suburban Plan: The components of the net OPEB liability of the Suburban
Plan at December 31, 2020, and 2019, were as follows:

2020 2019
Total Plan OPEB Liability $ 2,200,933 $ 2,141,848
Plan Fiduciary Net Position 3,590,032 3,385,901
Plan's Net OPEB Liability/(Asset) $(1,389,099) $(1,244,053)
Plan Fiduciary Net Position as a Percentage of
the Total OPEB Liability/(Asset) 163.1% 158.1%

Actuarial Assumptions: The Suburban Plan’s net OPEB liability was measured as of December 31,
2020 and 2019, and the plan’s total OPEB lability used to calculate the net OPEB liability was determined
by actuarial valuation as of January 1, 2019. The actuary utilized update procedures to roll forward the
Suburban Plan’s total OPEB liability in the January 1, 2019 actuarial valuation to the December 31, 2020
and 2019 measurement dates.

The Suburban Plan’s total OPEB liability in the January 1, 2019 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement, unless
otherwise specified:

Inflation 2.3 %

Salary Increases 5.0%, average, including inflation.

Investment Rate of Return 8.0%, net of OPEB plan investment expense,
including inflation.

Healthcare Cost Trend Rates (1/1/2019) 20% during 2020 followed by 8.25% during 2021

reduced by .25% per year to an ultimate rate of
5% per year.

Cost Sharing with Inactive Plan Members Eligible retirees who retired prior to January 1,
2005 contribute 50% of premiums, retirees who
retire after January 1, 2005 contribute 21% of the
premiums.

Mortality rates were based on the RP-2014 at 2006 Blue Collar Generational Tables using Scale
MP-2017.
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It is assumed that 100% of eligible retirees and spouses will participate in the plan.

The actuarial assumptions used in the January 1, 2019 valuation were based on historical results,
as a recent experience study was not completed.

The long-term expected rate of return on the Suburban Plan’s OPEB investments was determined
using a building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation. Best
estimates of arithmetic real rates of return for each major asset class included in the target asset allocation
as of December 31, 2020 and 2019 are summarized in the following tables:

Long-Term Expected Long-Term Expected
Asset Class Real Rate of Return Asset Class Real Rate of Return
Domestic Equity
Large Cap 6.19% International Equity 6.92%
Mid Cap 7.37% Emerging Markets 9.16%
Bonds 1.57% Non-US Debt 0.36%
Cash 0.11% Blend 0.00%

Long-Term Expected
Asset Class Real Rate of Return

Mutual funds 6.0%

Discount Rate: The discount rate used to measure the Suburban Plan’s total OPEB liability was
8.0% at December 31, 2020 and 2019. The projection of cash flows used to determine the discount rate
assumed that the Authority’s contributions to the plan will be made at rates equal to the actuarially
determined contribution rates. Based on those assumptions, the Suburban Plan’s fiduciary net position
was projected to available to make all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on Suburban Plan’s investments was applied to all periods
of projected benefit payments to determine the Suburban Plan’s total OPEB liability.
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Changes in the net OPEB liability for the Suburban plan for the year ended December 31, 2020
were as follows:

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability/(asset)
(a) (b) (a) - (b)
Balances as of 12/31/19 $ 2,141,848 $ 3,385,901 $ (1,244,053)
Service cost 7,418 - 7,418
Interest cost 167,315 - 167,315
Differences between expected
and actual experience - - -

Changes in Assumptions - - -
Contributions - employer - 27,393 (27,393)
Contributions - members - - -
Net investment income - 292,386 (292,386)
Benefit payments (115,648) (115,648) -
Plan administrative expenses - - -
Other changes - - -
Net Changes 59,085 204,131 (145,046)
Balances as of 12/31/20 $ 2,200,933 $ 3,590,032 $ (1,389,099

Changes in the net OPEB liability for the Suburban plan for the year ended December 31, 2019
were as follows:

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability/(asset)
(a) (b) (a) - (b)
Balances as of 12/31/18 $ 2,091,480 $ 2,828,188 $ (736,708)
Service cost 7,065 - 7,065
Interest cost 162,742 - 162,742
Differences between expected
and actual experience 90,059 - 90,059

Changes in Assumptions * (99,162) - (99,162)
Contributions - employer - 22,928 (22,928)
Contributions - members - - -
Net investment income - 645,121 (645,121)
Benefit payments (110,336) (110,336) -
Plan administrative expenses - - -
Other changes - - -
Net Changes 50,368 557,713 (507,345)
Balances as of 12/31/19 $ 2,141,848 $ 3,385,901 $  (1,244,053)

*- The December 31, 2019 measurement date reflects a change in assumptions related to the
Healthcare Cost Trend Rate.
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Sensitivity of the Suburban Plan Net OPEB Liability to Changes in the Discount Rate: The following
presents the net OPEB liability of the Suburban Plan, as well as what the Suburban Plan’s net OPEB liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (7.0%) or 1-percentage-
point higher (9.0%) than the current discount rate:

1 % Decrease Discount Rate 1% Increase

(7.0%) (8.0%) (9.0%)
Net OPEB Liability (Asset) 12/31/20 $ (1,162,784) $ (1,389,099) $ (1,583,670)
Net OPEB Liability (Asset) 12/31/19 $ (1,015,854) $ (1,244,053) $ (1,439,709)

Sensitivity of the Suburban Plan Net OPEB Liability to Changes in the Healthcare Cost Trend
Rates: The following presents the December 31, 2020 and 2019 net OPEB liability of the Suburban Plan,
as well as what the Suburban Plan’s net OPEB liability would be if it were calculated using healthcare cost
trend rates that are 1-percentage-point lower (19.0% decreasing to 4.0%) or 1-percentage-point higher
(21.0% decreasing to 6.0%) than the current healthcare cost trend rates:

1 % Decrease Discount Rate 1% Increase
((19%) decreasing ((20%) decreasing ((21%) decreasing
to 4%) to 5%) to 6%)
Net OPEB Liability (Asset) 12/31/20 $ (1,625,314) $ (1,389,099) $ (1,112,694)
Net OPEB Liability (Asset) 12/31/19 (1,462,807) (1,244,053) (988,313)

OPEB Expense and Deferred Outflows and Inflows of Resources: For the year ended December
31, 2020 and 2019, the Authority recognized OPEB expense of $94,884, and $47,394, respectively for the
plan. Total OPEB expense recognized by the Authority on both OPEB plans was $693,119 and $327,675
for 2020 and 2019, respectively. On December 31, 2020, and 2019, the Authority reported deferred
outflows and inflows of resources related to the OPEB plan from the following sources:

2020 2019
Deferred Deferred Deferred Deferred
Outflows of (Inflows) of Outflows of (Inflows) of
Resources Resources Resources Resources
Differences between expected and actual
experience $ 22,175 $ - $ 56,117 $ -
Changes in assumptions - (24,416) - (61,789)
Net difference between projected and actual
earnings on OPEB plan investments - (83,707) - (57.508)
Total $ 22175 $ (108,123) $ 56,117 $(119,297)

Amounts reported as deferred outflows of resources related to OPEB will be recognized in OPEB
expense as follows:

Year Ended December 31: 12/31/2020
2020 $ -
2021 2,444
2022 4,686
2023 (88,775)
2024 (4,303)
Total $ (85,948)

64



LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 12 — OTHER POSTEMPLOYMENT BENEFITS (Continued)
B. Health & Welfare Plan For City Division Employees (City Plan)

City Plan

City Plan Description: The Authority through a single employer defined benefit plan offers to eligible
City Division retirees health insurance and prescription drug benefits in accordance with a memorandum of
agreement with the Service Employees International Union Local 32BJ. No assets are accumulated in a
trust that meets the criteria in paragraph 4 of GASB Statement 75.

The authority to establish and amend the benefit terms and financing requirements to the Authority
resides with the Authority’s nine-member Board of Directors, who are appointed by the Lehigh County
Executive and approved by the Lehigh County Commissioners.

City Plan Membership: At January 1, 2019 Plan membership consisted of the following:

Inactive plan members or beneficiaries currently receiving benefit payments -
Inactive plan members entitled to but not yet receiving benefit payments -
Active plan members 70

Total 70

Benefits Provided: The benefits provided to Other Key Employees hired, were the same as those
provided to Union Employees, with the exception that union employees hired after January 1, 2017, receive
coverage for three years or until Medicare eligible, whichever occurs first. Any employee retiring with a minimum
age of 55 and 20 years of service or retiring at the age of 60 with 15 years is eligible to receive medical and
prescription drug coverage until they reach the age of 65, with the exception previously noted for union employees
hired after January 1, 2017. This coverage will include the spouse of the retiree until the retiree or spouse attains
the age of 65 and dependent child coverage that ends when the dependent child reaches the age of 26 or the
retiree reaches the age of 65. The authority to establish and amend the benefit terms of the City Plan resides
with the nine-member Board of Directors.

Actuarial Assumptions & Total OPEB Liability: The City Plan’s total OPEB liability was measured as of
December 31, 2020 and 2019, and was determined by an actuarial valuation as of January 1, 2019. The actuary
utilized update procedures to roll forward the total OPEB liability for the City Plan in the January 1, 2019 actuarial
valuation to the December 31, 2020, and 2019 measurement dates.

The City Plan’s total OPEB liability in the January 1, 2019 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:

Inflation 2.3%

Salary Increases 5.0%, average, including inflation.

Discount Rate 1.93%

Healthcare Cost Trend Rates (1/1/2019) 20% during 2020 followed by 8.25% during 2021
reduced by .25% per year to an ultimate rate of 5.0%
per year.

Cost Sharing with Inactive Plan Members Eligible retirees with a minimum of 15 years pay

25% of premiums, retirees with more than 10 years
but less than 15 pay 50% of premiums.

The discount rate was based on the S&P 20 year AA municipal bond rate.

Mortality rates were based on the RP-2014 at 2006 Blue Collar Generational Tables using Scale MP-
2017.

It is assumed that 100% of eligible retirees and spouses will participate in the plan.

The actuarial assumptions used in the January 1, 2019 valuation were based on historical results as a
recent experience study was not completed.
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Changes in the total OPEB liability for the City Plan for the year ended December 31, 2020 were
as follows:

Increase (Decrease)

Total OPEB
Liability
(a)

Balances as of 12/31/19 $ 2,944,923
Service cost 269,018
Interest cost 72,855
Change in Benefit Terms -
Differences between expected

and actual experience -
Change in Assumptions * 583,524
Benefit payments (45,177)
Other changes -
Net Changes 880,220
Balances as of 12/31/20 $ 3,825,143

*- The December 31, 2020 measurement date reflects a change in assumptions related to the
Healthcare Cost Trend Rate, and a change in the discount rate.

Changes in the total OPEB liability for the City Plan for the year ended December 31, 2019 were
as follows:

Increase (Decrease)

Total OPEB
Liability
(a)

Balances as of 12/31/18 $ 2,020,079
Service cost 184,957
Interest cost 106,760
Change in Benefit Terms* (55,110)
Differences between expected

and actual experience 383,657
Change in Assumptions*® 322,110
Benefit payments (17,530)
Other changes -
Net Changes 924,844
Balances as of 12/31/19 $ 2,944,923

*- The December 31, 2019 measurement date reflects a change in assumptions related to the
Healthcare Cost Trend Rate, and a change in benefit coverage length for union employees hired after
January 1, 2017.
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Sensitivity of the City Plan Total OPEB Liability to Changes in the Discount Rate: The following
presents the December 31, 2020 total OPEB liability of the City Plan, as well as what the City Plan’s total
OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point lower (0.93%)
or 1-percentage-point higher (2.93%) than the current discount rate:

1 % Decrease Discount Rate 1% Increase
(0.93%) (1.93%) (2.93%)
Total OPEB Liability 12/31/20 $ 4,192,791 $ 3,825,143 $ 3,477,837

The following presents the December 31, 2019 total OPEB liability of the City Plan, as well as what
the City Plan’s total OPEB liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (2.75%) or 1-percentage-point higher (4.75%) than the current discount rate:

1 % Decrease Discount Rate 1% Increase
(2.75%) (3.75%) (4.75%)
Total OPEB Liability 12/31/19 $ 3,255,902 $ 2,944,923 $ 2,659,345

Sensitivity of the City Plan Total OPEB Liability to Changes in the Healthcare Cost Trend Rates:
The following presents the total OPEB liability of the City Plan, as well as what the City Plan’s total OPEB
liability would be if it were calculated using healthcare cost trend rates that are 1-percentage-point lower
((19%) decreasing to 4%) or 1-percentage-point higher ((21%) decreasing to 6%) than the current
healthcare cost trend rates:

1 % Decrease Discount Rate 1% Increase
((19%) decreasing ((20%) decreasing ((21%) decreasing
to 4%) to 5%) to 6%)

Total OPEB Liability (Asset) 12/31/20 $ 3,234,823 $ 3,825,143 $ 4,549,607
Total OPEB Liability (Asset) 12/31/19 2,523,839 2,944,923 3,457,031

OPEB Expense and Deferred Outflows of Resources: For the year ended December 31, 2020 and
2019, the Authority recognized OPEB expense of $598,235 and $280,281, respectively for the plan. The
plan is funded on a “pay as you go” basis. At December 31, 2020 the Authority reported deferred outflows
of resources related to the OPEB plan from the following sources:

2020 2019
Deferred Deferred Deferred Deferred
Outflows of (Inflows) of Outflows of (Inflows) of
Resources Resources Resources Resources
Differences between expected and actual
experience $ 268,261 $ - $ 359,916 $ -
Changes in assumptions 720,994 - 302,177 -
Total $ 989,255 $ - $ 662,093 $ -
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Amounts reported as deferred outflows of resources related to OPEB will be recognized in OPEB
expense as follows:

Year Ended December 31:

2021 $ 193,896
2022 193,896
2023 193,896
2024 193,896
2025 156,683
Thereafter 56,988
Total $ 989,255

NOTE 13 — NET POSITION

The basic financial statements utilize a net position presentation. Net position is categorized as
net investment in capital assets, restricted and unrestricted.

Net investment in capital assets is intended to reflect the portion of net position that are associated
with non-liquid, capital assets, less outstanding capital asset related debt. Restricted assets are liquid
assets generated from revenues that have third-party (statutory, bond covenant or water user) limitation on
their use. Unrestricted net position are amounts that do not meet the definitions of “net investment in capital
assets” or “restricted assets” and are available for Authority operations.

It is the Authority’s policy to first use restricted assets prior to the use of unrestricted net position
when an expenditure is incurred for purposes for which both restricted and unrestricted assets are available.

NOTE 14 — DEFINED BENEFIT PENSION PLAN
A. General Information about the Pension Plan

Plan Description. The Authority, through a January 2014 agreement, provides employee pension
benefits through participation in the Pennsylvania Municipal Retirement System (PMRS). The PMRS was
created by the Pennsylvania General Assembly in 1974 with the passage of the Pennsylvania Municipal
Retirement Law 1974, P.L. 34, No. 15. PMRS administers pension plans on a contracted basis for any
municipality or institution supported and maintained by a Pennsylvania municipality. This agent multiple-
employer public employee retirement system maintains each municipality's account separately with that
municipality's contributions and related employee contributions, and earnings segregated into separate
accounts. PMRS issues a separate Comprehensive Annual Financial Report, which can be obtained by
contacting the PMRS accounting office at P.O. Box 1165, Harrisburg, PA 17108-1165.

Benefits Provided. Benefit terms were established under the 2014 agreement between PMRS and
the Authority, changes to benefit terms can only occur by modification of this agreement. Major provisions
of the 2014 agreement include the following:

All full-time and permanent part-time Authority employees are required to participate in the System.
Benefits vest after eight years of service. Employees can retire with an annual retirement benefit after 20
years of service provided age 55 has been attained, or at age 60.
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The normal form of payment of retirement benefits is a monthly annuity available for the life of the
retired employee. One and two-thirds percent of the employee's average salary for the three consecutive
years of greatest compensation multiplied by the number of years of service, and any fraction thereof, is
used to calculate the normal retirement benefit funded solely by the Authority's contributions. Supplemental
benefits are derived from employee contributions and interest earnings of the fund. A retiree may elect to
receive a reduced amount of benefit and provide a death benefit in the form of annuity or lump sum to the
designated beneficiary. The plan also provides death and disability benefits for an active employee.

Depending upon the annual investment return, the plan may award excess interest earnings to
participating municipalities. The municipalities have the option of either retaining such excess earnings or
sharing the additional earnings with active employees and retirees. In all years when excess interest
earnings have been awarded, the Authority has elected to pro-ratably share excess earnings resulting in a
postretirement increase to retirees. Sharing of excess earnings is the only method available for increasing
postretirement benefits.

The plan does not allow for any cost-of-living adjustments to an employee’s retirement allowance
subsequent to the employee’s retirement date.

Employees Covered by Benefit Terms. At December 31, 2018, the following employees were
covered by the benefit terms:

12/31/2018

Inactive plan members or beneficiaries currently receiving benefits 38
Inactive plan members entitled to but not yet receiving benefits 4
Active plan members 159
Total 201

Contributions. Required contributions to the plan are governed by the 2014 agreement. The PMRS
Board will actuarially determine the normal cost of the benefits provided under the contract (2014
agreement) and any liability associated with the actuarial experience of such benefits which shall be
contributed annually by the Authority. The PMRS Board shall determine and the Authority shall be charged
an additional amount to be contributed annually toward a reserve account for any disability benefit which
may be payable under the contract (2014 agreement). The amounts so determined shall be computed in
accordance with the Municipal Pension Plan Funding Standard and Recovery Act, 53 P.S. §895.101 et
seq., and the PMRL. Members shall contribute one percent of their compensation to fund the annuity.
Members may optionally contribute up to, but no more than an additional ten percent of their compensation.
For the years ended December 31, 2020 and 2019, the average active employee contribution rate was
1.0% of annual pay, and the Authority’s average contribution rate was 13.13% and 13.63%, respectively,
of covered annual payroll.

B. Net Pension Liability

The Authority’s net pension liability was measured as of December 31, 2019 and 2018, and the
total pension lability used to calculate the net pension liabilities were determined by actuarial valuations as
of December 31, 2018. The actuary utilized update procedures to roll forward the total pension liability in
the December 31, 2018 actuarial valuation to the respective measurement dates.

69



LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements

NOTE 14 — DEFINED BENEFIT PENSION PLAN (Continued)
B. Net Pension Liability (Continued)

Actuarial assumptions. The total pension liability in the December 31, 2018 actuarial valuation was
determined using the following actuarial assumptions:

December 31, 2018
Valuation
Investment rate of return 5.25%, net of pension plan
investment expense,
including inflation

Projected salary increases Age/Merit Scale including
inflation ranging from 2.80%
to 7.05%

Inflation 2.2%

Mortality rates Pre-Retirement for the December 31, 2018 valuation was based on the RP-2000
Scale with 1 year setback for males and 5 year setback for females. Mortality rates Post-Retirement for
the December 31, 2018 valuation was based on the RP-2000 Sex-Distinct Mortality Table. The current
mortality assumptions, while not reflecting projections for improvements are subject to experience review
every four years at which time recommendations of changes to reflect changes in experience over those
expected from the tables applied over the five year period preceding the experience analysis are received
and reviewed by the Board. Such experience is required by State statute.

The actuarial assumptions used in the December 31, 2018 valuation were based on the PMRS
Experience Study for the period covering January 1, 2009 through December 31, 2013 issued by the actuary in
July 2015 as well as subsequent Board approved assumption changes.

The PMRS system’s long-term expected rate of return on pension plan investments was determined
using a building-block method in which best-estimates of expected future real rates of return (expected returns,
net of pension plan investment expenses and inflation) are developed for each major asset class. These ranges
are combined to produce the Long-Term Expected Rate of Return, be weighting the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation. Best estimates of arithmetic
real rates of return for each major asset class included in the pension plan’s target asset allocation of December
31,2019 are summarized in the tables below labeled “System Nominal and Real Rates of Return by Asset Class.”
There are three steps to the method:

1.) Expected future real rates of return are based primarily on the 20 year nominal rates of return as
reflected by applicable return indexes and may be adjusted for specific asset classes if, in the
Board’s opinion, any such asset classes are expected in the future to significantly vary from its 20
year historical returns.

2.) The nominal rates of return by asset class are adjusted by the System’s investment expenses and
an expected future annual inflation rate of 2.2% to produce the long-term expected real rates of
return.

3.) The long-term expected real rates of return are further adjusted by weighting each asset class using
the PMRS portfolio target asset allocations.
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System Nominal and Real Rates of Return by Asset Class
12/31/2018 Valuation

Long-Term

Target Nominal Rate of Expected Real

Asset Class Allocation Return Rate of Return
Domestic Equities (large capitalized firms) 25.0% 7.3% 4.6%
Domestic Equities (small capitalized firms) 15.0% 10.0% 7.3%
International Equities (international developed markets) 15.0% 6.2% 3.5%
International Equities (emerging markets) 10.0% 10.6% 8.3%
Real Estate 20.0% 8.5% 5.4%
Fixed income 15.0% 3.3% 1.1%

Based on the three part analysis, the PMRS Board established the System’s Long-Term Expected
Rate of Return at 7.0% for the December 31, 2018, respectively.

In addition to determining the System’s Long-Term Expected Rate of Return, the PMRS Board,
under the laws of the Commonwealth of Pennsylvania (Act 15 of 1974), is obligated to develop and apply
the Regular Interest Rate to each of the individual participating municipalities’ actuarial asset accounts held
by PMRS. The rationale for the difference between the System’s Long-Term Expected Rate of Return and
the individual participating municipalities’ Regular Interest Rate is described in the following section
“Discount Rate.” This rate was 5.25% for the December 31, 2018 valuation.

The System’s policy in regard to the investment income allocation on invested assets is established
and may be amended by the PMRS Board. Plan assets are managed on a total return basis with an
emphasis on both capital appreciation as well as the production of income, in order to satisfy the short-term
and long-term funding needs of PMRS.
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Discount rate. While it is often common practice to establish an actuarial Discount Rate that is
equal to the Long-Term Expected Rate of Return, PMRS is required by law (Act 15 of 1974) to establish a
Discount Rate equal to the Regular Interest Rate (Regular Interest Rate / Discount Rate). The PMRS Board
establishes the Regular Interest Rate / Discount Rate based on expected stable and consistent earnings
on investments to be applied to the accounts of the individual participating municipalities and includes the
accounts of plan participants, municipalities, and plan retirees each year. As a starting point, the Board
considers the following five quantitative factors in reviewing the Regular Interest Rate / Discount Rate:

1.) Retiree Plan liability as a percentage of total Plan liability,

2.) Active Plan participant liability as a percentage of total Plan liability,

3.) Smoothed Pension Benefit Guarantee Corporation (PBGC) annuity rates as a proxy for annuity

purchase rates,
4.) PMRS System Long-Term Expected Rate of Return and,
5.) PMRS administrative expenses.

The PMRS Board then adjust the Regular Interest Rate / Discount Rate by a variety of qualitative
factors such as the desire to minimize Regular Interest Rate / Discount Rate volatility, varying levels of
asset allocation and liquidity, trending of PBGC annuity rates, total PMRS actuarial and fair value funding
ratios, feedback from existing PMRS municipalities, and recommendations from the System’s investment
and actuarial consultants. The Regular Interest Rate / Discount Rates adopted by the Board and used to
measure the individual participating municipalities’ total pension liability was 5.25% for the December 31,
2018 actuarial valuation.

The Regular Interest Rate / Discount Rate will likely be less than the System Long-Term Expected
Rate of Return. Should the System experience a prolonged period of investment returns in excess of the
Regular Interest Rate, the PMRS Board is authorized to allocate any applicable portion of such excess in
accordance with PMRS Board policies in the form of Excess Interest as provided for in the law.

The projection of cash flows for each underlying municipal plan, used to determine if any
adjustment to the Discount Rate was required (depletion testing”), used the following assumptions: 1.)
member contributions will be made at the current contribution rate 2.) participating plan sponsor
contributions will be made at rates equal to the difference between actuarially determined contribution rates
and the member rate, and 3.) the System’s Long-Term Expected Rate of Return will be used in the depletion
testing of projected cash flows. Based on those assumptions, the PMRS pension plan’s fiduciary net
position was projected to be available to make all projected future benefit payments of current plan
members.
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Increase (Decrease)

Total Pension Plan Fiduciary Net ~ Net Pension
Liability Position Liability
(@ (b) (a) - (b)
Balances at 12/31/2019 (based on
12/31/2018 measurement date) $ 30,412,440 25,424,328  $ 4,988,112
Changes for the year:
Service cost 1,779,213 - 1,779,213
Interest 1,649,798 - 1,649,798
Changes of benefits - - -
Changes of assumptions - - -
Differences between expected
and actual experience - - -
Contributions - employer - 1,410,695 (1,410,695)
Contributions - member - 648,390 (648,390)
Net investment income/(loss) - 5,436,112 (5,436,112)
Benefit payments, including refunds
of employee contributions (999,402) (999,402) -
Administrative expense - (55,136) 55,136
Net changes 2,429,609 6,440,659 (4,011,050)
Balances at 12/31/20 (based on a 12/31/19
measurement date) $ 32,842,049 31,864,987 $ 977,062
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Total Pension Plan Fiduciary Net ~ Net Pension

Liability Position Liability
(a) (b) (a) - (b)
Balances at 12/31/2018 (based on
12/31/2017 measurement date) $ 27,730,765 $ 25,973,510  $ 1,757,255
Changes for the year:
Service cost 1,688,127 - 1,688,127
Interest 1,503,378 - 1,503,378
Changes of benefits - - -
Changes of assumptions - - -
Differences between expected
and actual experience 563,913 - 563,913
Contributions - employer - 1,141,302 (1,141,302)
Contributions - member - 602,779 (602,779)
Net investment income/(loss) - (1,157,514) 1,157,514
Benefit payments, including refunds
of employee contributions (1,073,743) (1,073,743) -
Administrative expense - (62,006) 62,006
Net changes 2,681,675 (549,182) 3,230,857
Balances at 12/31/19 (based on a 12/31/18
measurement date) $ 30,412,440 $ 25,424,328  $ 4,988,112

Sensitivity of the pension liability to changes in the discount rate. The following tables present the
net pension liability of the Authority, calculated using the discount rates of 5.25%, as well as what the
Authority’s net pension liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (4.25%) or 1-percentage-point higher (6.25%) than the discount rate utilized for the December
31, 2018 actuarial valuation:

Discount Rate

1% 12/31/18
Decrease Valuation 1% Increase
(4.25%) (5.25%) (6.25%)
Authority’s net pension liability 12/31/19  $4,545,713 $977,062 $(2,021,087)
Authority’s net pension liability 12/31/18  $8,292,759 $4,988,112 $2,211,762

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net
position is available in the separately issues PMRS financial report.
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D. Pension Expense, Deferred Outflows, and Deferred Inflows of Resources Related to Pensions

For the year ended December 31, 2020, the Authority recognized pension expense of $208,525,
$104,970, and $774,272 in the Suburban Water Fund, Suburban Wastewater Fund, and City Fund,
respectively.

For the year ended December 31, 2019, the Authority recognized pension expense of $358,953,
$180,694, and $1,332,826 in the Suburban Water Fund, Suburban Wastewater Fund, and City Fund,
respectively.

At December 31, 2020 and 2019 the Authority reported deferred outflows and deferred inflows of
resources related to pensions from the following sources:

2020 2019
Deferred Deferred Deferred Deferred
Outflows of (Inflows) of Outflows of (Inflows) of
Resources Resources Resources Resources
Differences between expected and actual
experience $ 940,213 $ - $ 1,213,661 $ -
Changes in assumptions 353,382 - 471,179 -
Net difference between projected and actual
earnings on pension plan investments - (2,846,941) 445,758 -
Contributions subsequent to the
measurement date 1,488,850 - 1,414,635 -
Total $ 2,782,445 $(2.846.941) $ 3,545,233 $ -

The $1,488,350 reported as deferred outflows of resources related to pensions resulting from the
Authority contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended December 31, 2020 financial statements. Other amounts reported as
deferred outflows of resources related to pensions will be recognized in pension expense as follows:

Year ended December 31:

2021 $ (531,620)
2022 (440,515)
2023 50,058
2024 (711,828)
2025 80,559
Thereafter 0

NOTE 15— DEFERRED COMPENSATION PLAN

In 1990, the Authority entered into an agreement with the International City Management
Association (ICMA) to provide a Deferred Compensation Plan in accordance with the Internal Revenue
Code, Section 457, on a voluntary basis to full-time employees. In 2020, the Authority changed record-
keepers to Empower Retirement. The plan permits employees to defer a portion of their salary until future
years. The deferred compensation is only available to participants at employment termination, retirement
or for an unforeseeable emergency. The Authority makes no contributions to the plan. In accordance with
federal law, a trust fund was established for the deposit of Section 457 assets. The trust fund is for the
exclusive benefit of plan participants and beneficiaries. Because the assets are not owned by the
Authority but are held in a trust, the deferred compensation assets and related liabilities are not recorded
in the Authority’s financial statements. The Authority's fiduciary responsibilities are to submit participant
payroll deductions and enroliment change forms to the plan administrator (Retirement Corporation). Other
than reviewing quarterly statements for accuracy, the Authority has no other fiduciary responsibility.
Investments are managed by the plan's trustee with various investment options available. The choice of
the investment option(s) is made by the employee. Forty-five employees contributed into the Empower
Retirement plan in 2020 and fifty-six employees contributed into ICMA plan in 2019, respectively.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 16 — RISK MANAGEMENT

The Authority joined the Pennsylvania Intergovernmental Risk Management Association (PIRMA)
in August 1991, to obtain General, Public Officials' and Automobile Liability Coverage. PIRMA, which has
operated since 1987, is a public entity risk pool providing liability insurance coverage to 620 Pennsylvania
municipal entities as of December 31, 2020. In paying claims, the pool covers the first $350,000 per claim.
Thereafter, American Public Entity Excess Pool (APEEP) provides coverage of $4,650,000 per claim and
General Reinsurance Company and Market Reinsurance Company provide quota share coverage at
$5,000,000 per claim of excess coverage over APEEP for a total coverage of $10,000,000 per claim. The
intergovernmental agreement specifies that in the event a claim or claims exhausts total members' equity,
plus excess insurance coverage, then payment for such claim shall be the obligation of the respective
individual member. In 2020 and 2019 the Authority paid $291,204 and $290,809 to PIRMA as its share of
liability insurance premiums, respectively.

The Authority has been a member of the Delaware Valley Workers' Compensation Trust (DVWCT)
since 1993. The Trust, a risk sharing pool formed in 1992, is comprised of 97 municipal entities located
primarily in Southeastern Pennsylvania. The DVWCT assumes the first $750,000 of each occurrence with
excess insurance providing coverage up to the PA Statutory limit. If reserve funds and surplus are
exhausted by claims, the Trust Agreement allows the governing board to levy additional assessments
against pool members. Any additional assessments would be equal to the ratio of the participant's annual
contribution to the total annual contribution paid by all participants in the trust year in which a deficit
occurred. The Trust’s surplus position makes an assessment unlikely.

The Authority paid a final audited premium of $219,322 for 2019 and a deposit premium $236,481
in 2020 before payroll audit. As of January 1, 2020, the Authority had accrued $58,064 in Rate Stabilization
Fund (RSF) credits which were available to reduce the Authority’s 2020 premium. Any unused RSF credits
will be rolled over to 2021, and the Trust will add investment income to the unused balance. The Authority
also received dividends from the Trust of $9,540 in 2019 and $6,952 in 2020.

The Authority offers employees health care coverage through a PPO (Preferred Provider
Organization) Plan using the Pennsylvania Municipal Insurance Cooperative (PMHIC) to purchase such
insurance. The purpose of the cooperative, which consists of 277 municipal entities as of September 23,
2020, is to control escalating health care premiums by allowing municipalities the potential for volume
discounts. The pool utilizes an Administrative Services arrangement, which uses the insurer (Capital Blue
Cross) only for network access and claims management. The pool is self-funding up to the first $50,000
per claim with reinsurance available to cover costs in excess of the self-funded limit. Annually a
reconciliation of premiums paid to claims incurred is developed and if the cooperative has favorable
experience, a dividend is returned to those participants who paid more premium than claims incurred. The
cooperative uses a third-party administrator to issue bills and act as the liaison and rate negotiator with the
insurers. Authority health benefits payments for retirees and active employees, net of reimbursements and
dividend returns, for the years ended December 31, 2020 and December 31, 2019 totaled $1,006,526 and
$1,684,981, respectively.

The Authority also purchases property coverage through CNA, brokered through Murray Securus.
For 2020 and 2019, insurance costs amounted to $247,000 and $204,000, respectively. All other risks of
loss including employee bonding, group disability and life insurance are insured through commercial
insurance. Settled claims resulting from these risks have not exceeded insurance coverage in any of the
past four years.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

Notes to Financial Statements
NOTE 17 — MAJOR CUSTOMER AND ECONOMIC DEPENDENCY

Several service agreements specify that the Authority will provide wastewater service through use
of the Western Lehigh and Little Lehigh Relief Interceptor Systems to ten municipalities. As part of this
service, the Authority bills certain municipalities for their share of the City of Allentown’s treatment and
transportation costs and the operating costs of the Western Lehigh and Little Lehigh Relief Interceptor
Systems. During 2020 and 2019, two of the municipal customers each provided in excess of 10% of the
total operating revenues. Since any reduction in user discharges is offset by lower treatment and
transportation costs, and all municipalities share in paying system costs, economic dependency of any one
of the customers is absent.

NOTE 18 — SUBSEQUENT EVENTS
In June 2021, the Authority issued Water Revenue Bonds, Series of 2021 in the amount of

$17,740,000. Proceeds of the bonds were used to refund Water Revenue Bonds, 2010A Series, Water
Revenue Bonds, 2015A Series, and the outstanding PennWorks Loan.
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Account Balances:
Fixed Rate Water Revenue Bonds, 2001, 2010, 2015 and
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LEHIGH COUNTY AUTHORITY

ALLENTOWN, PENNSYLVANIA

SCHEDULE OF CASH AND CASH EQUIVALENTS
CURRENT AND RESTRICTED
December 31, 2020

Enterprise Funds

Suburban Division

City Division

Financial Institution Total Water Wastewater Water & Wastewater
Bank of New York $ 1,424,986 $ 1,424,986 $ - $ -
Financial Northeastern Companies 1,159,000 262,899 896,101 -
Branch Banking & Trust 7,022,872 2,517,966 4,504,906 -
Fulton Bank 3,381,327 3,965,389 (676,273) 92,211
PNC Bank (1) 3,999,199 930,725 3,068,474 -
M & T Bank 61,403,329 - - 61,403,329
Total $ 78,390,713 $ 9,101,965 $ 7,793,208 $ 61,495,540

(1) Represents the Authority's share of the Pennsylvania School District Liquid Asset Fund.

85




LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

COMBINED SCHEDULE OF CERTIFICATES OF DEPOSIT - ALL FUNDS
CURRENT AND RESTRICTED FUNDS

CERTIFICATES OF DEPOSIT:
Enterprise Funds:
Suburban Water

Farmers State Bank
Stearns Bank NA
Florida Capital Bank
Quantum National Bank
Security State Bank
Maine Community Bank
PSDLAF Flex Pool

Suburban Wastewater
Ally Bank
Wells Fargo Bank, National Assn
Citibank, National Assn
Continental Bank
Texas Trust CU
The Jefferson Bank
Sallie Mae Bank
University of lowa Community CU
Barclays Bank Delaware
Goldman Sachs Bank USA
New York Community Bank
Westfield Bank
Greenwood CU
Lafayette FCU
State Bank of India
Morgan Stanley Private Bank
Morgan Stanley Bank, NA
Wells Fargo National Bank West
Midfirst Bank
California Bank of Commerce
Meridian Bank
BMO Harris Bank National Assn

American National Bank - Fox Cities

Merrick Bank
Greenstate Credit Union
Bank Hapoalim B. M.

Industrial and Commercial Bank of China U

TOTAL CERTIFICATES OF DEPOSIT

December 31, 2020

Date of Date of % Rate of Total
Purchase Maturity Return Amount By Fund
11/6/19 10/6/21 1.60 251,971
2/10/20 2/10/22 1.55 253,116
5/15/20 5/16/22 0.50 249,044
5/21/20 5/23/22 0.35 248,955
5/22/20 5/23/22 0.35 248,955
6/5/20 6/6/22 0.30 245,784
12/23/20 1/14/21 0.02 1,000,000 $ 2,497,825
1/10/19 1/11/21 2.800 249,209
1/9/19 1/11/21 2.900 249,217
1/9/19 1/22/21 2.900 245,213
4/15/19 2/16/21 2.40 98,301
2/21/19 2/22/21 2.800 245,973
3/29/19 3/29/21 2.500 246,485
4/10/19 4/12/21 2.450 249,689
5/15/19 5/14/21 2.500 250,269
717/19 7/19/21 2.000 247,656
8/21/19 8/23/21 1.900 252,008
9/27/19 9/27/21 1.800 126,624
5/15/20 11/15/21 0.350 249,655
11/20/19 11/22/21 1.700 246,580
11/22/19 11/22/21 1.700 252,673
11/27/19 11/29/21 1.850 254,107
1/16/20 1/18/22 1.750 249,349
1/16/20 1/18/22 1.75 249,349
1/17/20 1/18/22 1.8 249,476
8/19/20 2/22/22 0.150 248,246
8/19/20 2/22/22 0.150 200,084
8/28/20 2/28/22 0.150 249,249
5/22/20 3/22/22 0.350 245,850
5/20/20 5/20/22 0.400 246,107
8/14/20 8/15/22 0.200 245,458
8/18/20 8/18/22 0.300 245,857
8/26/20 8/26/22 0.250 249,675
8/28/20 8/28/22 0.200 245,387 3 6,387,746
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS AND CHANGES IN ACCOUNT BALANCES
SUBURBAN WATER FUND - TRUSTEE ACCOUNTS - FIXED RATE WATER REVENUE BONDS,
December 31, 2020
For the Year Ended December 31, 2020

Debt Service
Reserve Debt Service Construction
Accounts Accounts Accounts Total

RECEIPTS:
Interest Income $ 4231 $ 1% 323 $ 4,555
Bonds Payable - - - -
Bond Refinancing - - - -
Treasury Notes Matured - - -
Receipts from LCA 899,022 - 899,022

Total Receipts 4,231 899,023 323 903,577

DISBURSEMENTS:

Interest Payments - 899,022 - 899,022
Water Capital Expenditures - - 1,627,762 1,627,762
Principal Reduction - - - -
2001 Bonds Payable - - - -
Financing Costs - - - -
Underwriters Discount - - - -
Transfers to Debt Service Accounts - - - -
Miscellaneous Expense -

Total Disbursements - 899,022 1,627,762 2,526,784

EXCESS OF RECEIPTS OVER (UNDER)

DISBURSEMENTS 4,231 1 (1,627,439) (1,623,207)
TRANSFERS TO (FROM) - NET - - - -

EXCESS OF RECEIPTS OVER (UNDER)

DISBURSEMENTS AND TRANSFERS 4,231 1 (1,627,439) (1,623,207)
BALANCE, JANUARY 1, 2020 1,478,716 16,872 1,722,854 3,218,442
BALANCE, DECEMBER 31, 2020 $ 1,482,947 % 16,873 $ 95415 § 1,595,235
BALANCE CONSISTS OF:

Cash and Cash Equivalents $ 1,482,947 $ 16,873 $ 95,415 1,595,235

Certificates of Deposit (CD):

(none)
CD Total - - - -
Cash and CD Total $ 1,482,947 $ 16,873 $ 95,415 $ 1,595,235

Note: The Cash and Cash Equivalent amount on this schedule balances to the financial statement as follows:
Cash and Cash Equivalent $1,595,235 plus Other Developer Savings $263,258 equals $1,858,493.
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STATISTICAL SECTION

Sources: Unless otherwise noted, the information in these schedules is derived from the
annual comprehensive financial reports for the relevant year.



FINANCIAL TRENDS

This section provides information on Changes in Net Assets/Net Position
Components and Changes in Net Assets/Net Position.



Net Position:
Net Investment in Capital Assets
Restricted for Debt Service
Unrestricted

Total Net Assets

Net Position:
Net Investment in Capital Assets
Restricted for Debt Service
Unrestricted

Total Net Assets/ Net Position

LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
NET ASSETS/ NET POSITION BY COMPONENT

2011 2012 2013 2014 2015

$ 148,488,162 $ 150,965,827 $ 152,069,658 $ 149,158,789 $ 147,742,061
1,744,341 1,733,035 1,207,927 1,209,103 1,209,239
24,921,328 29,853,215 23,050,748 20,106,131 11,658,428

$ 175,153,831 $ 182552077 $ 176,328,333 $ 170,474,023 $ 160,609,728
2016 2017 2018 2019 2020

$ 152434977 $ 162,309,930 $ 159,792,232 $ 168,787,946 $ 163,724,401
1,209,379 1,365,470 1,380,654 1,403,094 1,407,066
1,944,553 (10,549,848) (14,127,210) (25,079,524) (21,127,950)

$ 155,588,009 $ 153,125552 $ 147,045676 $ 145111,516 $ 144,003,517

Note: Beginning in 2012, the amounts reported reflect the adoption of GASB 65. Amounts prior to 2012 have not been
adjusted to reflect the adoption of GASB 65.

Beginning in 2015, the amounts reported reflect the adoption of GASB 68 and 71. Amounts prior to 2015 have not been
adjusted to reflect the adoption of GASB 68 and 71.

Beginning in 2018, the amounts reported reflect the adoption of GASB 75. Amounts prior to 2018 have not been
adjusted to reflect the adoption of GASB 75.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
CHANGES IN NET ASSETS/ NET POSITION

(1) (2) @)

Increase
(Decrease) in
Total Net Assets/ (1) (2) (3)
Operating Nonoperating Net Position Change in
Fiscal Operating Operating Income Revenues Before Capital Capital Net Assets/
Year Revenues Expenses (Loss) (Expenses) Contributions Contributions Net Position
2011 $ 21,113,193 $ 22,492,947 $ (1,379,754) $ (1,325,323) $ (2,705,077) $ 2,404,739 $ (300,338)
2012 22,813,851 22,195,989 617,862 507,776 1,125,638 6,740,271 7,865,909
2013 37,820,024 31,578,208 6,241,816 (13,339,719) (7,097,903) 874,159 (6,223,744)
2014 56,310,007 45,179,303 11,130,704 (17,829,251) (6,698,547) 844,237 (5,854,310)
2015 47,477,636 42,312,587 5,165,049 (15,952,394) (10,787,345) 1,692,811 (9,094,534)
2016 53,361,394 44,722,023 8,639,371 (18,205,887) (9,566,516) 4,545,697 (5,020,819)
2017 54,808,820 46,719,135 8,089,685 (18,933,193) (10,843,508) 8,380,151 (2,463,357)
2018 59,507,754 46,926,940 12,580,814 (19,473,727) (6,892,913) 1,828,692 (5,064,221)
2019 61,088,459 48,768,466 12,319,993 (15,985,572) (3,665,579) 1,731,419 (1,934,160)
2020 65,024,777 50,961,442 14,063,335 (15,388,747) (1,325,412) 217,413 (1,107,999)
NOTES:

(1) Beginning in 2012, the amounts reported reflect the adoption of GASB 65. Amounts prior to 2012
have not been adjusted to reflect the adoption of GASB 65.

(2) Beginning in 2015, the amounts reported reflect the adoption of GASB 68 and 71. Amounts prior to 2015
have not been adjusted to reflect the adoption of GASB 68 and 71.

(3) Beginning in 2018, the amounts reported reflect the adoption of GASB 75. Amounts prior to 2018
have not been adjusted to reflect the adoption of GASB 75.
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REVENUE CAPACITY

This section provides information on the major sources of revenue, expenses,
schedules of rates and charges, largest industrial and commercial revenue
sources and collections information.
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LEHIGH COUNTY AUTHORITY

ALLENTOWN, PENNSYLVANIA

SCHEDULE OF WATER RATES AND CHARGES - SUBURBAN DIVISION

Common Rates (1)

Effective Date 1/1/18 1/1/19 1/1/20
Metered Water Usage
Fixed Charges:
Meter Size
Quarterly 5/8" & 3/4" 12.78 12.78 13.05
1" 21.93 21.93 23.13
Monthly 1-1/2" 16.85 16.85 17.53
2" 22.95 22.95 24.26
3" 43.80 43.80 43.80
4" 64.20 64.20 64.20
6" 120.30 120.30 120.30
8" 186.90 186.90 186.90
10" 263.10 263.10 263.10
Volume Charge per 1,000 gallons: (2)
Quarterly Usage (gals.) Monthly Usage (gals.)
First 120,000 First 40,000 2.43 2.61 2.76
Next 2,880,000 Next 960,000 2.21 2.36 2.50
Next 24,000,000 Next 8,000,000 1.87 2.00 2.18
Next 147,000,000 Next 49,000,000 1.65 1.76 1.88
Over 174,000,000 Over 58,000,000 1.53 1.62 1.70
Public Fire Protection (3)
O&M per Hydrant (Rate per Month) 8.24 8.83 9.34
Inch-Squared Foot/Year (4) 0.00132 0.00138 0.00150
Private Fire Protection (Charge per month) (5)
Eire Line Size
SF Residential 5.00 5.00 5.00
2" 13.61 13.61 13.61
21/2" 21.26 21.26 21.26
3" 30.62 30.62 30.62
4" 54.43 54.43 54.43
6" 122.47 122.47 122.47
8" 217.72 217.72 217.72
10" 340.18 340.18 340.18
12" 489.87 489.87 489.87
Other Fees
Meter Test Fee (5/8", 3/4" & 1") 50.00 50.00 50.00
Meter Inspection Fee 50.00 50.00 50.00
Site Visit Charge (Normal Hrs) & Meter Inspection Fee 50.00 50.00 50.00
Site Visit Charge (After Hrs) 150.00 150.00 150.00
Service Order Charge (Normal Hrs) (6) 50.00 50.00 50.00
Service Order Charge (After Hrs) (6) 150.00 150.00 150.00
Lien Administration Fee (7) 132.15 132.15 132.15
Hydrant Security Device Fee (8) 140.00 140.00 140.00

(1) The Authority implemented common rates on 7/1/98 for the majority of the water service areas. Of 20,960 customers

at year-end 2015, only 264 were on separate rate schedules.
(2) Effective 4/1/13.
) Municipalities are billed for this protection.

The latest rate change took effect on 4/1/06.

3
(4) Applied to total Transmission and Distribution pipe length for mains with a diameter of 6 to 16 inches.

SF Residential effective 7/12/10 while all other Private Fire rates effective 7/1/06.

©)]

(6) Effective 1/1/15.
(7) Effective 12/1/17.
(8)

Fee charged to developers for hydrant locking device effective 1/1/17.

Note: The Authority has the ability to change rates at any time as authorized by its Board of Directors.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
SCHEDULE OF WATER RATES AND CHARGES - CITY DIVISION

Effective Date
Metered Water Usage
Fixed Charges:
Meter Size
Quarterly 5/8"
3/4"
qn
1-1/2"
on
g
4"
6"
g"

Monthly 5/8"
3/4"
T
1-1/2"
o
g
4"
6"
g"

Volume Charge per 1,000 gallons:

Public Fire Protection
Each Hydrant (Rate per year)

Other Fees
Meter Test Fee (5/8", 3/4" & 1")
Meter Inspection Fee
Site Visit Charge (Normal Hrs) & Meter Inspection Fee
Site Visit Charge (After Hrs)
Service Order Charge (Normal Hrs)
Service Order Charge (After Hrs)
Lien Administration Fee

Rates
1/1/18 1/1/19 1/1/20

27.85 $ 29.27 $ 30.47
34.15 35.89 37.36
46.73 49.12 51.13
78.59 82.59 85.98
116.72 122.67 127.70
218.51 229.66 239.07
332.92 349.90 364.25
650.92 684.12 712.17
1,032.24 1,084.89 1,129.37
19.23 20.21 21.04
21.33 22.42 23.34
25.64 26.95 28.06
36.25 38.10 39.67
48.96 51.46 53.57
82.78 87.00 90.57
121.03 127.20 132.41
226.92 238.49 248.27
354.14 372.20 387.47
3.42003 $ 3.59528 $ 3.77037
341.37 $ 358.77 $ 373.48
50.00 $ 50.00 $ 50.00
50.00 50.00 50.00
50.00 50.00 50.00
150.00 150.00 150.00
50.00 50.00 50.00
150.00 150.00 150.00
132.15 132.15 132.15
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

SCHEDULE OF WASTEWATER RATES AND CHARGES - CITY DIVISION

Rates
Effective Date 1/1/18 1/1/19 1/1/20
Metered Water Usage
Fixed Charges:
Meter Size
Quarterly 5/8" $ 9.66 $ 10.16 $ 10.57
3/4" 11.84 12.45 12.96
1" 16.19 17.01 17.71
1-1/2" 27.06 28.44 29.61
2" 40.11 42.15 43.88
3" 74.90 78.72 81.95
4" 114.29 120.12 125.04
6" 223.26 234.65 24427
8" 352.30 370.27 385.45
Monthly 5/8" 6.69 7.03 7.31
3/4" 7.41 7.79 8.11
1" 8.86 9.31 9.69
1-1/2" 12.48 18.12 13.66
2" 16.83 17.69 18.42
3" 28.51 29.97 31.19
4" 41.56 43.68 45.47
6" 77.88 81.86 85.21
8" 142.88 150.16 156.32
Volume Charge per 1,000 gallons: $ 2.464250 $ 2.590040 $ 2.695880
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
COMPARATIVE WATER CHARGES
FOR MUNICIPAL OWNED WATER UTILITIES IN
LEHIGH VALLEY REGION OF PENNSYLVANIA

Water bill based on 20,000 gallons consumption per Quarter

Quarterly
Utility Amount
Local Suppliers (1)

Slatington Borough $175.56
Lehighton Water Authority 168.25
South Whitehall Township Authority 150.00
Easton Suburban Water Authority 136.64
Lower Nazareth Township Authority 136.64
Northampton Borough Municipal Authority - North Whitehall Twp. 129.60
Lehigh County Authority - WTD Welshtown Road 126.00
Northampton Borough Municipal Authority 122.80
Borough of Macungie 122.07
Upper Saucon Township 122.00
Borough of Alburtis 117.09
Lehigh County Authority - City Division (3) 132.94
City of Bethlehem 110.07
Whitehall Township Authority 110.00
Catasauqua Borough 102.60
Lehigh County Authority - Suburban Division (2) 75.25
Borough of Emmaus 58.00

(1) Quarterly amounts are based on rates in effect as of 12/31/17 unless noted.

(2) Includes Central Lehigh (Main System), North Whitehall, Millcreek, Pine Lakes of Lynn, Heidelberg
Heights, Washington Twp, Clearview Farms, Beverly Hills and Emmaus Consecutive divisions or 98.7%
of total customer base.

(3) The Authority entered into a lease concession agreement with the City of Allentown on 8/8/13 to provide
service to approximately 46,650 customers.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
TEN LARGEST INDUSTRIAL & COMMERCIAL WATER CUSTOMERS
CURRENT YEAR AND NINE YEARS AGO

2020
% of Total Customer

Customer Charges for Water Sales % of Total
Revenues Services (1000 Gals) Water Sales
Sam Adams Pa Brewery (1) $ 1,351,175 4.2% 703,823 10.6%
Niagara Bottling 634,374 2.0% 316,895 4.8%
Nestle Waters 446,823 1.4% 216,889 3.3%
Ocean Spray Cranberries 431,177 1.3% 206,655 3.1%
Hamilton Tech Partners (2) 269,013 0.8% 120,398 1.8%
Coca-Cola 266,937 0.8% 121,398 1.8%
Sunopta 247,571 0.8% 111,320 1.7%
Hospital Central Services 192,366 0.6% 46,251 0.7%
Nestle Waters (Perrier) 177,373 0.5% 77,312 1.2%
Amcor Pet Packaging 147,119 0.5% 65,667 1.0%
Totals $ 4,163,928 12.9% 1,986,608 29.9%
Balance from Other Customers 28,123,171 87.1% 4,660,732 70.1%
Grand Total $ 32,287,099 100.0% 6,647,340 100.0%

2011
% of Total Customer

Customer Charges for Water Sales % of Total
Revenues Services (1000 Gals) Water Sales
Sam Adams Pa Brewery (1) $ 583,614 9.0% 406,183 16.5%
Nestle Waters 310,979 4.8% 205,443 8.3%
Niagara Bottling 214,516 3.3% 134,795 5.5%
Nestle Waters (Perrier) 143,665 2.2% 85,923 3.5%
Coca-Cola 124,838 1.9% 74,280 3.0%
Kraft Foods 113,613 1.8% 67,697 2.7%
Hamilton Tech Partners (2) 107,347 1.7% 60,736 2.5%
Air Products & Chemicals 71,386 1.1% 39,042 1.6%
Amcor Pet Packaging 69,797 1.1% 36,600 1.5%
CH2MHill (3) 33,170 0.5% 16,738 0.7%
Totals $ 1,772,925 27.4% 1,127,437 45.7%
Balance from Other Customers 4,687,632 72.6% 1,340,891 54.3%
Grand Total $ 6,460,557 100.0% 2,468,328 100.0%

(1) Site of the former Pabst Brewery. Sam Adams Pa Brewery purchased plant from Diageo on
June 2, 2008.

(2) Site of former Agere facility.

(3) CH2MHill is the contract operator of Lehigh County Authority's Wastewater Treatment plant .
The Authority acquired the plant from the County of Lehigh in October 2009.

Note: Revenues include usage charges and private fire protection charges.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
WATER BILLING COLLECTIONS
SUBURBAN AND CITY DIVISIONS

Suburban - Water Fund:

% Revenues

Water Water VS. Uncollectible
Year Sales Revenues Sales Amount
2011 5,540,654 5,540,654 100.00% -
2012 6,001,363 6,001,058 99.99% 305
2013 6,553,093 6,553,093 100.00% -
2014 7,049,471 7,048,941 99.99% 530
2015 7,421,152 7,421,152 100.00% -
2016 7,564,388 7,563,474 99.99% 914
2017 7,711,257 7,710,881 99.99% 376
2018 8,036,009 8,035,228 99.98% 781
2019 8,555,288 8,555,288 100.00% -
2020 9,550,692 9,550,574 100.00% 118

City* - Water Fund:
% Revenues

Water Water VS. Uncollectible
Year Sales Revenues Sales Amount
2011
2012
2013 $ 6,781,088 $ 6,781,088 100.00% -
2014 16,245,175 16,243,410 99.99% 1,765
2015 16,440,664 16,434,872 99.96% 5,792
2016 16,848,893 16,845,133 99.98% 3,760
2017 17,753,510 17,745,266 99.95% 8,244
2018 19,260,747 19,254,867 99.97% 5,880
2019 20,677,284 20,673,531 99.98% 3,753
2020 21,397,131 21,389,064 99.96% 8,067

* The City Fund was new to the Authority in 2013, and as such information
prior to 2013 is not applicable.

Note: Water Sales excludes private and public fire protection charges
as listed on the Revenues by Source schedule.
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DEBT CAPACITY

This section provides data on outstanding debt of the Authority’s Suburban and
City water and wastewater systems, ratios of debt to personal income and per
capita, information on pledged revenue coverage and overlapping debt of other
municipal entities within the Authority’s Service Area.
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SUBURBAN DIVISION - WASTEWATER SYSTEMS

Common Rate Collector Systems: (1)

LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
RATIOS OF OUTSTANDING DEBT BY TYPE

As a share of

Revenue Customers Total Debt Personal Personal
Year Bonds Notes Total at Year-end per Customer Income (2) Income
2011 $ 410,176 $ - $ 410,176 1,301 $ 315.28 0.77% $ 40,890
2012 1,291,538 - 1,291,538 1,405 919.24 2.12% 43,364
2013 1,952,730 - 1,952,730 1,574 1,240.62 2.83% 43,897
2014 1,868,705 - 1,868,705 1,585 1,178.99 2.61% 45,211
2015 1,782,769 421,852 2,204,621 1,605 1,373.60 2.89% 47,537
2016 1,696,821 778,492 2,475,313 1,608 1,5639.37 3.15% 48,834
2017 1,630,058 740,918 2,370,976 1,689 1,403.78 2.74% 51,298
2018 1,560,901 703,913 2,264,814 1,718 1,318.29 2.46% 53,614
2019 1,481,997 666,533 2,148,530 1,784 1,204.33 2.21% 54,471
2020 1,367,092 628,778 1,995,870 1,825 1,093.63 Not Available Not Available

Western Lehigh Interceptor System:
As a share of

Revenue Customers Total Debt Personal Personal
Year Bonds Notes Total at Year-end per Customer Income (2) Income
2011 $ 868,900 $ 4,870,664 $ 5,739,564 18,677 $ 307.31 0.75% $ 40,890
2012 678,621 4,893,925 5,572,546 19,102 291.73 0.67% 43,364
2013 499,198 4,651,717 5,150,915 19,380 265.79 0.61% 43,897
2014 315,745 4,406,406 4,722,151 19,595 240.99 0.53% 45,211
2015 128,167 4,157,973 4,286,140 19,774 216.76 0.46% 47,537
2016 - 3,927,001 3,927,001 19,801 198.32 0.41% 48,834
2017 - 3,692,167 3,692,167 20,245 182.37 0.36% 51,298
2018 - 3,451,275 3,451,275 20,504 168.32 0.31% 53,614
2019 - 3,204,180 3,204,180 20,711 154.71 0.28% 54,471
2020 - 2,950,716 2,950,716 21,031 140.30 Not Available Not Available

Arcadia Sewer System (3):
As a share of

Revenue Customers Total Debt Personal Personal
Year Bonds Notes Total at Year-end per Customer Income (3) Income
2013 $ - $ 738,818 §$ 738,818 10 $ 73,881.80 N/A N/A
2014 - 2,691,700 2,691,700 11 244,700.00 N/A N/A
2015 - 2,703,890 2,703,890 15 180,259.33 N/A N/A
2016 - 2,568,833 2,568,833 18 142,712.94 N/A N/A
2017 - 2,432,419 2,432,419 19 128,022.05 N/A N/A
2018 - 2,294,634 2,294,634 19 120,770.21 N/A N/A
2019 - 2,158,904 2,158,904 19 113,626.53 N/A N/A
2020 - 2,022,962 2,022,962 #DIV/0! N/A N/A

(1) Includes Common Rate Collector Systems: Upper Milford, Heidelberg Heights, Wynnewood Terrace, Sand Spring and
Weisenberg Township - Pointe West.

(2) Although Lehigh County Authority's service area is in the more affluent areas of Western and Northern
Lehigh County, the Personal Income level for the whole County was used to determine the share of
personal income attributable to the debt load. Specific municipal income levels for years other than a

census year were not available.

(3) An upgrade to the wastewater treatment facility was necessary in order to maintain compliance with its NPDES permit. The
eighteen customers are commercial and governmental entities.
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Entity

LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNNSYLVANIA
WATER AND WASTEWATER SERVICE AREAS
SCHEDULE OF OVERLAPPING DEBT

Gross
Outstanding
Debt 12/31/20

2020 Assessment
Valuation of
Taxable Property (7)

Ratio of Debt
to Assessed
Taxable Property

Lehigh County

Borough of Alburtis
Borough of Emmaus
Borough of Macungie
Heidelberg Township
Lowhill Township

Lower Macungie Township
Lynn Township

North Whitehall Township
Salisbury Township

South Whitehall Township
Upper Macungie Township
Upper Milford Township
Washington Township
Weisenberg Township

East Penn School District (1)

Parkland School District (2)

Northern Lehigh School District (3)
Northwestern Lehigh School District (4)
Salisbury School District (5)
Northampton School District (6)

$ 145,222,284

$ 30,690,379,600

- 153,217,500
3,382,000 830,740,500
568,000 232,033,300
n/a 274,948,900

n/a 263,244,000
6,413,000 3,622,614,700
- 364,301,200

- 1,509,755,500
5,025,000 1,319,660,000
n/a 2,399,430,800

- 4,276,834,900

- 794,211,000

- 483,847,400

n/a 757,525,500
30,325,000 5,694,185,100
n/a 8,463,749,100
21,020,000 658,187,100
46,185,000 1,656,148,800
n/a 1,320,417,500
136,038,144 1,196,691,630

(1) East Penn School District includes Boroughs of Alburtis, Emmaus, Macungie, Lower Macungie

and Upper Milford Townships.

(2) Parkland School District includes Upper Macungie, South Whitehall and North Whitehall Townships, and

portions of the City of Allentown, which are not served by LCA.

3)

(4)

(5) Salisbury School District includes Salisbury Township.

(6) Northampton School District includes Clearview Farm Estates.
(7)

Northern Lehigh School District includes Washington Township as a portion of area served.
Northwestern Lehigh School District includes Heidelberg, Lowhill, Weisenberg and Lynn Townships.

7) Lehigh County reassessed all properties in 2012. Valuation changed from 50% to 100%.

Source: Lehigh County Assessment Office
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DEMOGRAPHIC AND ECONOMIC

This section provides trend information on population, major employees, income
levels, housing starts, commercial and industrial facilities and unemployment
rates, which can indicate the level of economic activity.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
MUNICIPAL POPULATION TRENDS

2000 2010 2020 Change
Area Census Census No. %
Lehigh County 312,090 349,497 374,557 25,060 8.0%
Northampton County 267,066 297,735 312,951 15,216 5.7%
Allentown 106,632 118,032 125,845 7,813 7.3%
Borough of Alburtis 2,117 2,361 2,643 282 13.3%
Borough of Emmaus 11,313 11,211 11,652 441 3.9%
Heidelberg Township 3,279 3,416 4,313 897 27.4%
Lower Macungie Township 19,220 30,633 32,426 1,793 9.3%
Lower Milford Township 3,617 3,775 3,891 116 3.2%
Lowhill Township 1,869 2,173 2,276 103 5.5%
Lynn Township 3,849 4,229 4,368 139 3.6%
Borough of Macungie 3,039 3,074 3,148 74 2.4%
Moore Township 8,673 9,198 9,460 262 3.0%
North Whitehall Township 14,731 15,703 16,370 667 4.5%
Salisbury Township 13,498 13,505 11,828 (1,677) -12.4%
South Whitehall Township 18,028 19,180 20,306 1,126 6.2%
Upper Macungie Township 13,895 20,063 26,377 6,314 45.4%
Upper Milford Township 6,889 7,292 7,675 383 5.6%
Washington Township 6,588 6,624 7,057 433 6.6%
Weisenberg Township 4,144 4,923 5,284 361 8.7%

Note: Lehigh County Authority provides water and wastewater service to

portions of the listed areas.

Source: U.S. Census Quickfacts
data.census.gov(formally factfinder.census.gov)
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
COMPARATIVE POPULATION STATISTICS 1950 - 2020

Lehigh (2) United

Year County Change (1) ABE-MSA Change  Pennsylvania Change (1) States Change
1950 198,207 437,824 10,498,012 151,325,798

1960 227,536 14.8% 492,168 12.4% 11,319,366 7.8% 179,323,000 18.5%
1970 255,702 12.4% 521,447 5.9% 11,811,561 4.3% 203,215,000 13.3%
1980 272,778 6.7% 551,800 5.8% 11,868,305 0.5% 226,502,000 11.5%
1990 291,946 7.0% 596,817 8.2% 11,903,299 0.3% 248,709,873 9.8%
2000 312,090 6.9% 638,867 7.0% 12,286,107 3.2% 273,643,273 10.0%
2010 349,497 12.0% 821,623 28.6% 12,702,379 3.4% 308,745,538 12.8%
2013 355,768 1.8% 829,300 0.9% 12,781,296 0.6% 316,128,839 2.4%
2014 357,823 0.6% 829,835 0.1% 12,787,209 0.0% 318,857,056 0.9%
2015 360,685 0.8% 832,327 0.3% 12,802,503 0.1% 321,418,820 0.8%
2016 356,756 -1.1% 835,652 0.4% 12,779,559 -0.2% 316,515,021 -1.5%
2017 366,494 2.7% 840,550 0.6% 12,805,537 0.2% 325,719,178 2.9%
2018 368,100 0.4% 842,913 0.3% 12,807,060 0.01% 327,167,434 0.4%
2019 369,318 0% 844,052 0.14% 12,801,989 -0.04% 328,239,523 0.33%
2020 374,557 1.4% 846,399 0% 18,002,700 1.6% 331,449,281 1.0%

(1) Change from prior decade.
(2) Allentown-Bethlehem-Easton Metropolitan Service Area

Source: U.S. Department of Commerce, Bureau of Economic Analysis
HUD PD&R Housing Market Profiles

City Population

American Fact Finder-data.census.gov
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
2020 New Industrial / Commercial / Institutional Customers - Suburban Division

Approximate

(1
Est. Water Usage

Name Classification Size in Sq. Ft. in gallons per day
Customer Additions in 2020:
8783 Congdon Hill Drive Warehouse 1,088,000 1,400
8615 Congdon Hill Drive Warehouse 271,080 5,000
7356 Industrial Blvd (Keurig Dr. Pepper) Production Facility 811,200 1,000,000
6126 Hamilton Blvd (APCI Federal Credit Union) Credit Union 70,000 2,665
6084 Hamilton Blds (First Commonwealth Federal Credit Union) Credit Union 5,642 200
5767 Cetronia Road (Above and Beyond) Personal Care Facility 55,000 6,500
5374 Hamilton Blvd Restaurant 2,753 1,275
5354 Hamilton Blvd Medical Office 2,800 25
5265 Rockrose Lane Irrigation Meter N/A N/A
4725 Hamilton Blvd (Ciocca) Auto Dealership 4,976 1,450
4260 Sand Spring Road School 53,907 2,000
4250 Independence Drive Office 15,000 1,392
4050 Schneck Road PUC Wastewater Facility 140 10
3450 Brookside Road Community Center 53405 480
2500 PA Route 100 T2 (Davita) Medical Office (Dialysis Center) 6590 6168
2500 PA Route 100 T1 (St. Luke's) Medical Office 31927 3500
250 Twin Ponds Road School 88,490 1875
2298 Golden Key Road Fueling Station/Convenience Store 6800 2500
Plans Approved or under Review:
749 PA RT 100 Warehouse 160,000 1,200
3200 Orchard Road (7284 Alburtis Rd) Warehouse/Logistics Facility N/A 485
3262 Schoeneck Road Warehouse 200,000 5,250
6161 Hamilton Boulevard - Jaindl Commercial Park North Office/Retail/Restaurant 73,000 4,600
5329-5347-5357 Hamilton Blvd Retail Stores/Fast Food N/A 1,300
5420 Crackersport Road Commercial/Office Space 21,100 2,156
6950 Ambassador Drive - Millipore Sigma Warehouse 350,324 720
7368-7386 Alburtis Road Mosque 147,650 1,181
8323 & 8449 Congdon Hill Road Warehouse 917,760 5,000
ABE Doors & Windows Redevelopment (6776 Hamilton Blvd)  Car Wash & Retail Stores/Restaurant 15,252 10,107
Air Products & Chemicals Commercial/Office Space/R&D 649,000 100,000
ATAS International Industrial - Manufacturing 474,800 1,980
Beit Simcha Messianic Fellowship 14,200 N/A
Grandview Crossings (Weis) Shopping Center 75,000 2,600
Lehigh Valley South, Lots 1 & 2 Office Buildings 131,060 7,000
Lehigh Valley West IP, Lots 5-11 Warehouse 384,500 4,540
Macungie Crossings (Hamilton & Grange Road) Retail Stores 146,470 N/A
Mill Creek Hotel Hotel/Restaurant 142,655 17,000
North Valley Trade Center Warehouses 1,270,000 7,500
Sheetz - Cetronia Road Gas Station/Convenience Store 6,070 2,500
Sheetz - Golden Key Travel Plaza Fueling Station/Convenience Store 6,800 2,500
Shepherd's Corner Retail Stores 16,460 N/A
Shoppes at Trexler Plaza Gas Station/Car Wash/Retail 2,311 3,268
Towneplace Suites by Marriott Hotel 64,000 8,190
Trexler Senior Living Center Senior Living Center / Retail Stores 132,000 2,665
U-Haul of Lower Macungie Rental 87,044 111
West Hills Business Center - Lot H Warehouse 105,000 N/A

N/A = Not Available

(1) Water Usage can be based on a developer estimate, LCA estimate based on submitted plans,

township information, application for water service, wastewater allocation purchase, or Department

of Environmental Protection sewage planning modules.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

2020 New Industrial / Commercial / Institutional Customers - City Division

Approximate

(1
Est. Water Usage

Name Classification Size in Sq. Ft. in gallons per day
Customer Additions in 2020:
120 W Union St Garage/Office/Storage 4,340 670
514 N 12th Industrial 3,000 319
615 Waterfront Dr Mixed use - unknown 159,000 4,307
716 N 7th St Deli/Grocery Store 1,685 398
1041-1014 E Cedar Classroom Expansion School 4,000 400
1110 N Sherman Expansion Storage 4,000 526
1134 N Quebec St Storage 3,000 159
1417 Hanover Medical Office 12,000 700
1633 Airport Rd Autobody Shop 15,810 215
2201 W Turner St College Classroom 4,000 245
Plans Approved or under Review 2020:
183 Sumner Ave Office/Storage 3,000 159
309 E Hamilton - Luvs and Hugs Daycare/Mixed Use N/A 6,061
401 N Front St - Nueweiler Brewery Site Restaurant/Retail N/A 2,759
630 Waterfront Dr Office 150,000 4,123
715 Waterfront Dr Office 120,572 3,846
730 Waterfront Dr Garage/Warehouse 10,474 501
745 Waterfront Dr Office 106,403 3,394
815 Waterfront Dr Office 257,170 8,203
830 Waterfront Dr Office 85,103 2,714
902 Union Blvd - Wooshoo Burger Restaurant 1,227 1,276
1037 Jasper St - Pole Building Storage 5,720 179
1115 American Parkway Industrial 205,800 3,988
1215 S 4th St - Wawa Gas Station/Retail 5,700 957
1501 S 12th St - LANTA Paratransit facility Office/Storage 64,156 2,137
1736 Hamilton St - St. Luke's Emergency Department Hospital N/A 1,228
1811 Glenwood St Industrial 148,104 4,725
2843 Mitchell Ave - Filmtech Warehouse 70,000 1,595
Valania Park Public Park - Bathroom/Storage 2,073 1,595
Wawa Convenience Store/Gas Station 6,700 1,700

N/A = Not Available

(1) Water Usage can be based on a developer estimate, LCA estimate based on submitted plans,
city information, application for water service, wastewater allocation purchase, or Department
of Environmental Protection sewage planning modules.
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LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
2020 MAJOR INDUSTRIAL AND COMMERCIAL COMPLEXES
WITHIN THE LCA SUBURBAN AND CITY SERVICE AREAS

Total
Name Acreage Status

Air Products & Chemicals 52 Infrastructure Complete
Alburtis Crossing 89 Infrastructure Complete
Arcadia West Industrial Park 210 Infrastructure Complete
Boulder Business Center 256 Infrastructure Complete
Diocesan Pastoral Center 62 Design/Review

Grandview Crossings 53 Infrastructure Complete
Greentree Industrial Park 80 Infrastructure Complete
Hamilton Crossings 55 Infrastructure Complete
Indian Creek Industrial Park 26 Design/Review

Iron Run Industrial Park 533 Infrastructure Complete
JDN Retail Development 39 Infrastructure Complete
Lehigh 100 Corporate Center 87 Infrastructure Complete
Lehigh Valley South Industrial Park 116 Infrastructure Complete
Lehigh Valley West 337 Infrastructure Complete
Lehigh Valley West I 517 Infrastructure Complete
Liberty at Mill Creek 289 Infrastructure Complete
Macungie Crossing 27 Infrastructure Complete
Meadows Business Center 59 Infrastructure Complete
Mill Run Corporate Center 157 Infrastructure Complete
North Whitehall Commercial Center 41 Design/Review

North Whitehall Industrial Park 77 Infrastructure Complete
Spring Creek Properties Settlement Subd 620 Infrastructure Complete
Springside Industrial Acres 28 Infrastructure Complete
Tek Park 137 Infrastructure Complete
The Crossings 201 Infrastructure Complete
The Waterfront, Phase 1 26 Infrastructure Complete
The Waterfront, Phase 2 26 Design/Review

Trexler Business Center 17 Infrastructure Complete
West Hills Business Center, Lot H 14 Design/Review

West Hills Business Center, Lots A-F 313 Infrastructure Complete
West Park Business Center 35 Infrastructure Complete
West Park Il 92 Infrastructure Complete
Western Lehigh Valley Corp. 18 Infrastructure Complete
William Penn Business Center 135 Infrastructure Complete

Source: Plans submitted to Lehigh County Authority.
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Year

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
AVERAGE ANNUAL UNEMPLOYMENT RATES

Lehigh
County

8.7%
8.4%
6.5%
6.9%
5.0%
4.7%
4.4%
4.0%
4.5%

7.0%

Source: US Bureau of Labor Statistics
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Pennsylvania

7.9%

7.9%

6.0%

5.8%

5.1%

4.8%

4.9%

4.2%

4.6%

71%

United
States

9.0%

7.8%

6.7%

6.2%

5.0%

4.7%

4.4%

3.9%

3.7%

6.7%



Total Personal Income ($000)
Population (000)
Per Capita Personal Income

Total Personal Income ($000)
Population (000)
Per Capita Personal Income

Total Personal Income ($000)
Population (000)
Per Capita Personal Income

Total Personal Income ($000)
Population (000)
Per Capita Personal Income

Total Personal Income ($000)
Population (000)
Per Capita Personal Income

Total Personal Income ($000)
Population (000)
Per Capita Personal Income

LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA

PERSONAL INCOME

2010 2011 2012 2013 2014

Lehigh County

$ 13,756,104.00 $ 14,431,990.00 $ 15,404,995 15,587,384 16,177,642

349 353 355 355 358

$ 39,279 $ 40,890 $ 43,364 43,897 45,211
Pennsylvania

$ 516,390,019 $ 538,908,724 $ 575,424,657 594,915,004 618,858,628

12,702 12,743 12,763 12,781 12,792

$ 40,604 $ 42291 § 45,083 46,202 48,378
United States

$ 12,353,577,000 $ 12,949,905,000 $ 13,404,868,963 14,166,900,000 14,955,700,000

308,745 31,600 315,091 316,497 320,222

$ 39,365 $ 41560 $ 43,735 44,543 40,962

2015 2016 2017 2018 2019

Lehigh County

$ 17,145,783 $ 17,734,075 $ 18,800,570 19,735,321 20,116,946

360 366 368 363 369

$ 47,537 $ 48,834 §$ 51,298 53,614 54,471
Pennsylvania

$ 649,909,812 $ 676,880,269 $ 682,533,744 720,073,441 749,808,500

12,802 12,805 12,807 12,791 12,802

$ 49,786 $ 52,096 $ 53,300 56,225 58,046
United States

$ 15,737,700,000 $ 15,928,700,000 $ 17,164,600,000 18,205,500,000 18,675,100,000

325,200 325,719 327,164 328,240 331,163

$ 48,112 $ 50,398 $ 53,712 54,501 56,650

Note: 2020 information is not available - 2019 information updated
Source: U.S. Department of Commerce, Economics and Statistical Administration, Bureau of Economic Analysis.
Office of Financial Management
FRED - Federal Reserve Economic Data

The Statistical Portal

120



LEHIGH COUNTY AUTHORITY
ALLENTOWN, PENNSYLVANIA
CIVILIAN LABOR FORCE 2001 - 2040

Age Estimate
Group 2001 2010 2020 2030 2040
Lehigh Valley 16-19 17,626 15,006 12,837 14,199 16,476
20-24 27,409 34,858 31,941 34,313 40,776
25-34 60,332 63,229 88,450 84,598 92,329
35-44 81,995 71,451 70,163 94,126 92,172
45-54 73,679 83,551 74,497 74,911 99,258
55-64 34,398 52,236 67,344 60,838 62,106
65+ 11,172 15,280 26,173 33,884 33,775
Total 306,611 335,611 371,405 396,869 436,892
Pennsylvania 9,363,040 7,137,155 6,414,340 NA NA
United States 212,577,000 233,658,000 160,567 NA NA

Note: NA means not available.

Source: Table 29, Lehigh Valley Profile and Trends, 2013 Edition, Lehigh Valley

Planning Commission.
FRED - fred.stlouisfed.org

**2020 Census results not available at time of entry due to COVID**
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OPERATING INFORMATION

This section provides trends of sales, customer growth, systems capacity,
number of employees and other significant operating and capital indicators.
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