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INDEPENDENT AUDITORS’ REPORT

Commissioners of Lackawanna County
Scranton, Pennsylvania

We have audited the general purpose financial statements of the County of Lackawanna,
Pennsylvania (the “County”), as of and for the year ended December 31, 2002, as listed in
the accompanying table of contents. These general purpose financial statements are the
responsibility of the County's management. Our responsibility is to express an opinion on
these general purpose financial statements based on our audit. We did not audit the
financial statements of the Lackawanna County Area Agency on Aging for the year ended
December 31, 2002, which represents 20% of total assets and 16% of total revenues of the
Special Revenue Funds. In addition, we did not audit the financial statements of the Pension
Trust Fund for the year ended December 31, 2002, which represents 97% of the total assets
of the Trust and Agency funds. Those financial statements were audited by other auditors
whose reports thereon have been furnished to us, and our opinion on the general purpose
financial statements, insofar as it relates to the amounts included in these funds, is based
solely upon the reports of the other auditors. Furthermore, we did not audit the financial
statements of the discretely presented component units, with the exception of the Multi-
Purpose Stadium Authority of Lackawanna County and the Lackawanna County Perférming
Arts Center Authority which represent 5% and 3% of total assets, respectively, and 15% and
4% of total revenues, respectively, of the discretely presented component units. Those
financial statements were audited by other auditors whose reports have been furnished to
us, and our opinion on the general purpose financial statements, insofar as it relates to
discretely presented component units, is based solely on the reports of the other auditors.

Except as discussed in the fifth paragraph, we conducted our audit in accordance with
auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether
the general purpose financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
general purpose financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall general purpose financial statement presentation. We believe that our audit and the
reports of other auditors provide a reasonable basis for our opinion.



As disclosed in Note 3, the Lackawanna River Basin Sewer Authority and the Scranton
Lackawanna Health and Welfare Authority, both discretely presented component units,
prepare their financial statements on the cash basis of accounting. The Lackawanna County
Library System, a discretely presented component unit, prepares its financial statements on
a modified cash basis of accounting. The County of Lackawanna Transit System Authority,
a discretely presented component unit, prepares its financial statements on the accounting
practices prescribed or permitted by the United States Department of Transportation and the
Commonwealth of Pennsylvania Department of Transportation. These bases of accounting
are comprehensive bases of accounting other than accounting principles generally accepted
in the United States of America.

As disclosed in Note 4, the discretely presented component unit's financial statements do
not disclose credit risk information for cash and investments, market value and carrying
amount for each type of investment, and complete information on terms of debt issues.
Accounting principles generally accepted in the United States of America require this
information. '

Because of the inadequacy of the County’s fixed asset records, we were unable to form an
opinion regarding the cost and related depreciation of the General Fixed Asset Account
Group and Enterprise Fund.

In our opinion, based on our audit and the reports of other auditors, and except for the effect
of not reporting credit risk information as discussed in the fourth paragraph, and except for
the effects of such adjustments, if any, as might have been determined to be necessary had
we been able to apply adequate procedures to the General Fixed Asset Account Group and
Enterprise Fund fixed assets as discussed in the fifth paragraph, the general purpose
financial statements referred to above present fairly, in all material respects, the financial
position of the County of Lackawanna, Pennsylvania, at December 31, 2002, and the results
of its operations and cash flows of its proprietary fund types for the year then ended in
conformity with accounting principles generally accepted in the United States of America
except for the financial statements of the Lackawanna River Basin Sewer Authority,
Lackawanna County Library System, Scranton Lackawanna Health and Welfare Authority
and the County of Lackawanna Transit System Authority, discretely presented component
units, which present their financial statements on other bases of accounting disclosed in
Note 3.

As disclosed in Note 18, the County restated beginning fund balance in the General and

Special Revenue funds. In addition, the General Long-Term Debt Account Group and the
beginning fund balances for two of the discretely presented component units were restated

as of January 1, 2002. g

Scranton, Pennsylvania
July 14, 2004
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COUNTY OF LACKAWANNA, PENNSYLVANIA

COMBINED BALANCE SHEET - ALL FUND TYPES, ACCOUNT GROUPS
AND DISCRETELY PRESENTED COMPONENT UNITS
DECEMBER 31, 2002

A IR ERRERRDR

Fiduciary
Governmental Fund Types Proprietary Fund Types Fund Type Account Groups Total Total
' Primary Discretely Reporting
General General Government Presented Entity
Special Debt Capital Internal Trust and Fixed Long-Term (Memorandum Component (Memorandum
General Revenue Service Projects Enterprise Service Agency Assets Debt Only) Units Only)
ASSETS
ASSETS:
Cash and cash equivalents $ 1,568,575 §$ 5729,057 § 1,942,277 $ 3,541,316 $ 254685 § 613,306 § 3,878,944 $ 17,528,169 $ 6,981,238 $ 24,509,397
Restricted cash and cash equivalents - 3,475,428 3,475,428
Investments 73,911,792 73,911,792 2,016,409 75,928,201
Restricted investments i 48,614,338 48,614,338
Due from other funds 2,009,296 41,938 800,000 2,851,234 2,851,234
Due from primary government - 448,799 448,799
Due from other governments 4,476,746 2,690,556 678,109 7,845,411 7,845,411
Due from component units 237,063 246,781 433,844 483,844
Taxes receivable 12,532,440 12,532,440 12,532,440
Accounts receivable 80,935 80,935 2,124,871 2,205,806
Future rental receivables - 273,568,701 . 273,568,701
Fixed assets, net 6,014,242 $ 44,253,503 50,267,745 67,145,746 117,413,491
Inventories 58,427 58,427 91,010 149,437
Bond issuance costs 67,402 67,402 67,402
Other assets 147,356 16,977 280,574 444,907 1,860,628 2,305,535
Amount available in Debt

Service Fund $ 1,042277 1,942,277 1,942,277

Amounts to be provided for

long-term obligations:

General long-term debt 80,636,143 80,636,143 y 80,636,143
Net pension obligation 1,407,078 1,407,078 ) 1,407,078
Compensated absences 5,150,380 5,150,380 5,150,380
TOTAL $ 20,824,120 § 8461551 § 1942277 $ 5266,206 § 6,623,047 $ 630,282 $ 78,071,310 § 44,253,503 °§ 89,135878 § 255208,174 § 406,327,168 $ 661,535,342
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COUNTY OF LACKAWANNA, PENNSYLVANIA

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN RETAINED EARNINGS - ALL PROPRIETARY FUND TYPES AND
DISCRETELY PRESENTED PROPRIETARY COMPONENT UNITS
DECEMBER 31, 2002

Total Discretely
Proprietary Fund Types Primary Presented
Government Proprietary
Internal (Memorandum  Component
Enterprise Service Only) Units
OPERATING REVENUES:
Charges for services $ 5149655 $ 746148 $ 5,895803 $ 13,635,440
Tax incremental financing - 2,018,159
Grants - 9,572,330
Other = 2,640,459
Total Operaﬂng revenues 5,149,655 746,148 5,895,803 27,866,388
OPERATING EXPENSES:
Operating services and supplies 4,275,979 4,275,979 19,123,953
Depreciation and amortization 875,994 875,994 4,485,849
Workers' compensation claims 1,334,953 1,334,953 -
Administrative 199,802 199,802 2,505,742
Total operating expenses 5,151,973 1,634,755 6,686,728 26,115,544
OPERATING INCOME (LOSS) (2,318) (788,607) (790,925) 1,750,844
NONOPERATING REVENUES (EXPENSES):
Interest income 15,070 42,458 57,528 348,558
Interest expense (574,372) (1,929,077)
Other 294,520
Total nonoperating revenues (expenses) (559,302) 42,458 57,528 (1,285,899)
INCOME (LOSS) BEFORE TRANSFERS (561,620) (746,149) (733,397) 464,845
TRANSFERS:
Operating transfers in 811,041 811,041 261,253
Wiriteoff of prior years' debt service advances 2,004,830 2,004,830
Total transfers 2,815,871 - 2,815,871 261,253
NET INCOME (LOSS) 2,254,251 (746,149) 2,082,474 726,098
ADD BACK DEPRECIATION AND AMORTIZATION
RELATED TO CAPITAL GRANTS - - z 2,001,622
RETAINED EARNINGS (DEFICIT), BEGINNING, '
AS PREVIOUSLY REPORTED (6,408,688) (882,068) (7,290,756) 10,827,190
PRIOR PERIOD ADJUSTMENTS B - - 1,396,010
RETAINED EARNINGS (DEFICIT), BEGINNING,
AS RESTATED (6,408,688) (882,088)  (7,290,756) 12,223,200
RETAINED EARNINGS (DEFICIT), ENDING $ (4,154,437) $ (1,628,217) $ (5,208,282) $ 14,950,920

-

See Notes to General Purpose Financial Statements
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COUNTY OF LACKAWANNA, PENNSYLVANIA

COMBINED STATEMENT OF CASH FLOWS -
PROPRIETARY FUND TYPES
DECEMBER 31, 2002

Total
Proprietary Fund Types Primary
Government
Internal (Memorandum
Enterprise Service Only)
CASH FLOWS FROM OPERATING ACTIVITIES:
Operating loss 3 (2,318) & (788,607) $  (790,925)
Adjustments to reconcile operating loss
to net cash provided by operating activities:
Depreciation and amortization 875,994 875,994
Changes in assets and liabilities:
Accounts receivable (42,656) (42,656)
Inventories (58,427) (58,427)
Other assets (147,356) (16,977) (164,333)
Accounts payable and accrued expenses 365,489 805,585 1,171,074
Net cash provided by operating activities 990,726 1 990,727
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES:

Purchase of fixed assets (150,631) (150,631)

Principal repayments - long-term debt (1,000,000) (1,000,000)

Interest paid (574,372) (574,372)

Payments on capital lease payable (95,646) (95,646)

Net cash used in capital financing activities (1,820,649) - (1,820,649)
CASH FLOWS PROVIDED BY NONCAPITAL FINANCING ACTIVITIES,

Operating transfers in 811,041 - 811,041
CASH FLOWS PROVIDED BY INVESTING ACTIVITIES,

Interest income 15,070 42,458 57,528
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (3,812) 42,459 38,6847
CASH AND CASH EQUIVALENTS, BEGINNING 258,497 570,846 829,343
CASH AND CASH EQUIVALENTS, ENDING $ 254685 $ 613305 $ 867,990
SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES:

Fixed assets acquired through capital lease $ 14,169 $ 14,169

Writeoff of prior years' debt service advances $ 2,004,830 $ - 3 2,054,830

See Notes to General Purpose Financial Statements



COUNTY OF LACKAWANNA, PENNSYLVANIA

STATEMENT OF FIDUCIARY NET ASSETS - PENSION TRUST FUND

DECEMBER 31, 2002

ASSETS:

Cash and cash equivalents $ 182,062
Interest receivable 280,574

Investments, at fair value:
Federated money market funds 6,708,917
U.S. government obligations 15,702,640
’ Corporate bonds 8,205,207
International bonds 234,150
Notes and mortgages 5,268,881
Common stocks 29,299,036
Mutual funds 8,492,961
Total investments 73,911,792
Total assets $ 74,374,428

NET ASSETS,

¢ Held in trust for pension benefits $ 74,374,428

See Notes to General Purpose Financial Statements
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COUNTY OF LACKAWANNA, PENNSYLVANIA

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS -
PENSION TRUST FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

ADDITIONS:

Contributions by members $ 2,982,661
Investment income:
Interest 1,451,271
Dividends 881,036
Investment expense : (312)
Net investment income 2,331,995
Total additions 5,314,656
DEDUCTIONS:
Benefits paid 2,974,652
Net depreciation in fair value of investments 5,597,702
Total deductions 8,572,354
NET DECREASE (3,257,698)
NET ASSETS AVAILABLE FOR PENSION BENEFITS:
Beginning 77.632.128
Ending $ 74,374,428

See Notes to General Purpose Financial Statements
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COUNTY OF LACKAWANNA, PENNSYLVANIA

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - DISCRETELY PRESENTED

GOVERNMENTAL COMPONENT UNITS

FOR THE YEAR ENDED DECEMBER 31, 2002

Total
Scranton Descretely
Lackawanna Lackawanna Presented
Health and County Governmental
Welfare Library Component
. Authority System Units
REVENUES:
Real estate taxes $ 2,656,279 $ 2,656,279
Grants 1,427,866 1,427,866
Charges for services $ 100,235 100,235
Other income 5,159 5,159
Interest 60,427 41,155 101,582
Total revenues 165,821 4,125,300 4,291,121
EXPENDITURES:
Administrative 165,821 254,919 420,740
Allocation to member libraries 3,683,110 3,683,110
Debt service 5,330 5,330
Total expenditu res 1 85,821 3,943,359 4, 1 09, 1 80
EXCESS OF REVENUES OVER EXPENDITURES - 181,941 181,941
FUND BALANCE, BEGINNING, AS PREVIOUSLY
REPORTED 1,352,313 2,275,109 3,627,422
PRIOR PERIOD ADJUSTMENTS (1,352,295) - (1,352,295)
FUND BALANCE, BEGINNING, RESTATED 18 2,275,109 2,275,127
FUND BALANCE, ENDING $ 18 $ 2,457,050 $ 2,457,068

See Notes to General Purpose Financial Statements
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