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DuBois, PA 15801 RIbGwAY, PA 15853
991 Beaver Drive 331 Main Street

SHARKEY PicciriLLO KEEN & HANZELY, LLP

CERTIFIED PUBLIC ACCOUNTANTS

DuBois, Pennsylvania 15801

INDEPENDENT AUDITORS' REPORT

To the City Council
City of DuBois, Pennsyivania
DuBois, Pennsylvania

We have audited the accompanying cash basis financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund information of the
City of DuBois, Pennsylvania, as of and for the year ended December 31, 2014, and the related
notes to the financial statements, which collectively comprise the basic financial statements of the
City's primary government as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the cash basis of accounting described in Note 2; this includes determining that
the cash basis of accounting is an acceptable basis for the preparation of the financial statements
in the circumstances. Management is also responsible for 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to the financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ 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. .



Basis for Adverse Opinion on Aggregate Discretely Presented Component Units and Qualified
Opinion on Aggregate Remaining Fund Information

The financial statements referred to above do not include financial data for the City's legally
separate component units. Accounting principles generally accepted in the United States of
America require financial data for those component units to be reported with the financial data of
the City's primary government unless the City also issues financial statements for the financial
reporting entity that include the financial data for its component units. The City has not issued such
reporting entity financial statements. The amount by which this departure would affect the assets,
liabilities, net position, revenues, and expenses of the aggregate discretely presented component
units has not been determined.

Adverse Opinion on Aggregate Discretely Presented Component Units

In our opinion, because of the significance of the matter described in the “Basis for Adverse
Opinion on Aggregate Discretely Presented Component Units and Qualified Opinion on Aggregate
Remaining Fund Information” paragraph, the financial statements referred to above do not present
fairly, the cash basis financial position of the aggregate discretely presented component units of the
City of DuBois, Pennsylvania, as of December 31, 2014, or the changes in cash basis financial
position thereof for the year then ended in conformity with the basis of accounting described in
Note 2.

Qualified Opinion on Aggregate Remaining Fund Information

In our opinion, except for the effects of the matter described in the “Basis for Adverse Opinion on
Aggregate Discretely Presented Component Units and Qualified Opinion on Aggregate Remaining
Fund Information” paragraph, the financial statements referred to above present fairly, in all
material respects, the cash basis financial position of the aggregate remaining fund information for
the primary government of the City of DuBois, Pennsylivania, as of December 31, 2014, and the
changes in cash basis financial position thereof for the year then ended in conformity with the basis
of accounting described in Note 2.

Unmodified Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the governmental activities, the business-type activities,
and each major fund of the primary govemment of the City of DuBois, Pennsylvania, as of
December 31, 2014, and the respective changes in cash basis financial position, and, where
applicable, cash flows thereof for the year then ended in conformity with the basis of accounting
described in Note 2.

Basis of Accounting

We draw attention to Note 2 of the financial statements, which describes the basis of accounting.
The financial statements are prepared on the cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America.
Our opinions are not modified with respect to that matter.




Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the pension
information and budgetary comparison information on pages 32 through 35 be presented to
supplement the primary government basic financial statements. Such information, although not a
part of the primary government 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 primary government 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 primary government basic financial statements, and other knowledge we obtained
during our audit of the primary government 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.

Management has omitted the management's discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the
primary government basic financial statements. Such missing information, although not part of the
primary government 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
primary government basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the primary govemment basic financial statements is not affected
by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of DuBois, Pennsylvania's primary goverment basic financial
statements. The combining nonmajor fund financial statements are presented for purposes of
additional analysis and are not a required part of the primary government basic financial
statements. The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is also not a required part of the primary
government basic financial statements. The combining nonmajor fund financial statements and the
schedule of expenditures of federal awards are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the primary
government basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the primary government 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 primary government basic financial
statements or to the primary govermment 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 combining nonmajor fund financial statements and the
schedule of expenditures of federal awards are fairly stated in all material respects in relation to the
primary government basic financial statements as a whole.




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 24, 2015, on our consideration of the City of DuBois, Pennsylvania's internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City of DuBois, Pennsylvania's internal control over financial
reporting and compliance.

Bharkug Pleeiddioldosns s Ham gl LAF

SHARKEY PICCIRILLO KEEN & HANZELY, LLP
December 24, 2015




Cash
Investments
Internal balances

Total Assets

Liabilities:
Payroll taxes payable
Internal balances

Total Liabilities

Restricted for:
General government
Public works
Culture and recreation
Unrestricted

Total Net Position

CITY OF DUBOIS. PENNSYLVANIA

STATEMENT OF NET POSITION

LIABILITIES

NET POSITION

CASH BASIS

December 31, 2014

Primary Govemnment
Govemnmental Business-type
Activities Activities Total
$ 2,197,133 § 278542 § 2,475,675
2,354,044 - 2,354,044
137,543 165 137,708
$ 4,688,720 $ 278,707 $ 4,967,427
$ 19,642 § - 8 19,642
165 137,543 137,708
19,807 137,543 157,350
559,254 - 559,254
167,924 - 167,924
3,941,735 141,164 4,082,899
$ 4668913 § 141,164 $ 4,810,077

See accompanying notes to basic financial statements.
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For the Year Ended December 31, 2014

CITY OF DUBOIS, PENNSYLVANIA

STATEMENT OF ACTIVITIES

CASH BASIS

Net (Expense) Revenue and
Changeﬂz_?jet Position
Program Revenues Primary Govemment
Operating Capital
Charges for Grants and Grantsand  Govemnmental Business-
Functions/Programs Expenses Services Contributions  Contributions Activities type Activities Total
Primary Govemment:
Govemmental activities:
General government $ 1811236 $ 195389 $ 252946 $ - §(1,362,801) $ - § (1,362,901)
Public safety 2,075,691 452,672 - - (1,623,019) - (1,623,019)
Public works 1,175,328 1 208,961 - (966,366) - (966,366)
Community and economic
development 419,059 - 336,967 212,178 130,086 - 130,086
Culture and recreation 948,532 73,717 - 25,000 (849,815) - (849,815)
Principal on long-term debt 117,278 - - - (117,278) - (117,278)
Interest on long-term debt 34,404 - - - (34,404) - (34,404)
Total govemmental activities 6,581,528 721,779 798,874 237,178 (4,823,697) - (4,823,697)
Business-type activities:

Sewer 1,782,549 2,928,279 - - - 1,145,730 1,145,730
Water 3,823,589 3,030,244 - - - (793,345) (793,345)
Total business-type activities 5,606,138 5,958,523 - - - 352,385 352,385

Total Primary Government $ 12,187,666 $ 6,680,302 $ 798,874 $ 237,178 (4,823,697) 352,385 (4,471,312)

General Revenues:
Taxes:

Real estate 1,247,608 - 1,247,608
Residence 16,989 - 16,989
Per capita 16,995 - 16,995
Real estate transfer 61,292 - 61,292
Eamed income 563,381 - 563,381
Local services tax 323,942 - 323,942
Intergovemmental revenues 69,672 - 69,672
Interest 111,699 - 111,699
Miscellaneous 253,357 - 253,357
Capital assets sales 63,392 - 63,392
Transfers 616,622 (616,622) -
Total General Revenues and Transfers 3,344,949 (616,622) 2,728,327

Change in Net Position (1,478,748) (264,237) (1,742,985)
Net Position - Beginning (originally reported) 6,140,630 405,401 6,546,031
Prior Period Adjustment 7,031 - 7,031
Net Position - Beginning (as restated) 6,147,661 405,401 6,553,062

Net Position - Ending $ 141184 § 4,810,077

See accompanying notes to basic financial statements.
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CITY OF DUBOIS, PENNSYLVANIA

BALANCE SHEET

CASH BASIS

GOVERNMENTAL FUNDS

December 31, 2014

Cash and cash investments
Investments

Interfund receivables

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:
Payroll taxes payable
Interfund payables
Total Liabilities

Fund Balances:
Restricted:
General government
Public works
Culture and recreation
Unassigned
Total Fund Balances

Total Liabilities and Fund Balances

Other Total
Govemmental Govemmental
General Funds Funds
$ 1,469,930 $ 727,203 $ 2,197,133
2,354,044 - 2,354,044
137,543 - 137,543
$ 3,961,517 $ 727,203 $ 4,688,720
| ]
$ 19,642 $ - $ 19,642
165 - 165
19,807 - 19,807
- 559,254 550,254
- 167,924 167,924
3,941,710 25 3,941,735
3,941,710 727,203 4,668,913
$ 3,961,517 $ 727,203 $ 4,688,720

See accompanying notes to basic financial statements.
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CITY OF DUBOIS, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

CASH BASIS

GOVERNMENTAL FUNDS

For the Year Ended December 31, 2014

Revenues:
Taxes
Intergovernmental
Charges for services
Licenses and permits
Fines and forfeitures
Interest and rentals
Miscellaneous

Total Revenues

Expenditures:
Current:
General government
Public safety
Public works
Community and economic development
Culture and recreation
Debt service:
Principal
Interest
Capital outlay
Other
Total Expenditures

Excess (Deficiency) of
Revenues over Expenditures

Other Financing Sources (Uses):
Capital assets sales
Proceeds from borrowings
Transfers in
Transfers out
Total Other Financing Sources (Uses)

Excess (Deficiency) of Revenues
and Other Sources Over
Expenditures and Other Uses

Fund Balances-Beginning (orginally reported)

Prior Period Adjustment
Fund Balances-Beginning (as restated)

Fund Balances-Ending

See accompanying notes to basic financial statements.

Other Total
Governmental Govemmental
General Funds Funds

2,230,207 $ - $ 2,230,207
607,733 497,840 1,105,573
518,090 - 518,090
129,085 - 129,085
74,603 - 74,603
109,817 2,034 111,851
253,357 - 253,357
3,922,892 499,874 4,422,766
1,161,440 74,761 1,236,201
2,064,513 - 2,064,513
982,147 52,776 1,034,923
32,974 330,243 363,217
249,012 - 249,012
117,278 - 117,278
34,404 - 34,404
1,017,120 - 1,017,120
464,860 - 464,860
6,123,748 457,780 6,581,528
(2,200,856) 42,094 (2,158,762)
63,392 - 63,392
1,315,836 105,625 1,421,461
(801,245) (3,594) (804,839)
577,983 102,031 680,014
(1,622,873) 144,125 (1,478,748)
5,557,552 583,078 6,140,630
7,031 - 7,031
5,564,583 583,078 6,147,661
394710, S 727203 5 4668913



CITY OF DUBOIS, PENNSYLVANIA

STATEMENT OF NET POSITION
CASH BASIS

PROPRIETARY FUNDS

December 31, 2014

Business-Type Activities - Enterprise Funds

Sewer Water Total
ASSETS
Current assets:
Cash $ 81,501 § 197,041 § 278,542
Interfund receivables 13,175 - 13,175
Total current assets 94,676 197,041 291,717
Total Assets $ 94676 _$ 197,041 $ 291717
LIABILITIES
Current liabilities:
Interfund payables $ - $ 150,553 § 150,553
Total current liabilities - 150,553 150,553
Total Liabilities - 150,553 150,553
NET POSITION
Unrestricted 94,676 46,488 141,164
Total Net Position $ 94676 _$ 46,488 § 141,164

See accompanying notes to basic financial statements.
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CITY OF DUBOIS, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
CASH BASIS

PROPRIETARY FUNDS

For the Year Ended December 31, 2014

Business-Type Activities - Enterprise Funds
Sewer Water Total

Operating Revenues:

Charges for services $ 2926418 $ 3,029,577 $ 5,955,995

Total Operating Revenues 2,926,418 3,029,577 5,955,995
Operating Expenses:
Public works 1,290,310 1,044,647 2,334,957
Total Operating Expenses 1,290,310 1,044,647 2,334,957
Operating Income 1,636,108 1,984,930 3,621,038
Non-Operating Revenues (Expenses):
Interest income 1,861 667 2,528
Debt service principal (178,987) (376,203) (555,190)
Debt service interest (107,955) (342,062) (450,017)
Capital outlay (205,297) (2,060,677) (2,265,974)
Total Non-Operating Revenues (Expenses) (490,378) (2,778,275) (3,268,653)
Income Before Transfers 1,145,730 (793,345) 352,385
Transfers:
Transfers In - 695,620 695,620
Transfers Out (1,312,242) - (1,312,242)
Total Transfers (1,312,242) 695,620 (616,622)
Change in Net Position (166,512) (97,725) (264,237)‘
Total Net Position - Beginning 261,188 144,213 405,401

Total Net Position - Ending $ 94676 9§ 46488 _§ 141,164

See accompanying notes to basic financial statements.
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CITY OF DUBOIS, PENNSYLVANIA

STATEMENT OF CASH FLOWS
CASH BASIS

PROPRIETARY FUNDS

For the Year Ended December 31, 2014

Business-Type Activities - Enterprise Funds

Sewer Water Total
Cash Flows from Operating Activities:
Receipts from customers $ 2926418 $ 3,029,577 $ 5,955,995
Payments to vendors and suppliers (1,290,310) (1,044,647) (2,334,957)
Net Cash Provided by Operating Activities 1,636,108 1,984,930 3,621,038
Cash Flows from Noncapital Financing Activities:
Net transfers (to)/from other funds (1,312,242) 695,620 (616,622)
Increase (decrease) in interfund payables - 10 10
Net Cash Provided (Used) by Noncapital Financing Activities (1,312,242) 695,630 (616,612)
Cash Flows from Capital and Related Financing Activities:

Acquisition and construction of capital assets (205,297) (2,060,677) (2,265,974)

Principal paid on debt (178,987) (376,203) (555,190)

Interest paid (107,955) (342,062) (450,017)

Net Cash Used by Capital and Related Financing (492,239) (2,778,942) (3,271,181)
Activities
Cash Flows from Investing Activities:

Interest 1,861 667 2,528
Net Decrease in Cash (166,512) (97,715) (264,227)
Cash:

Beginning 248,013 294,756 542,769

Ending $ 81,501 § 197,041 278,542

See accompanying notes to basic financial statements.
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CITY OF DUBOIS, PENNSYLVANIA
STATEMENT OF FIDUCIARY NET POSITION

ASSETS
Cash and cash equivalents
Member contributions in transit
Accrued income
Investment assets, at fair value

Total Assets

LIABILITIES
Benefits payable
Escrow liabilities
Total Liabilities
NET POSITION

Held in trust for pension benefits

See accompanying notes to basic financial statements.
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FIDUCIARY FUNDS

December 31, 2014

24,005

Non-Uniformed
Employees Police
Pension Plan  Retirement Plan  Agency Funds
$ 50,347 $ 406311 $
5,617 1,855
- 25,104
8,717,462 - 6,894,647

$ 8773426 $ 7327917 § )

$ - § 66,784 $ -
- - 24,005
- 66,784 § 24,005
$ 8773426 _§ 7261133



CITY OF DUBOIS, PENNSYLVANIA

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY FUNDS

For the Year Ended December 31, 2014

ADDITIONS
Contributions:
Plan members
Employer
State
Total contributions

Net Investment Income:
Net appreciation (depreciation) in fair value of investments
Interest/dividends
Investment expenses
Net investment income

Total Additions

DEDUCTIONS

Benefits and refunds of member contributions
Total Deductions

Change in Net Position

Net Position-Beginning

Net Position-Ending

See accompanying notes to basic financial statements.

Non-Uniformed
Employees Police

Pension Plan Retirement Plan
$ 87476 $ 24,943
4,090 72,948

- 251,724

91,566 349,615
357,477 484,498

- 152,781
(42,472) (44,138)
315,005 593,141
406,571 942,756
632,930 295,058
632,930 295,058
(226,359) 647,698
8,999,785 6,613,435

S 8773426

S 7.261,133



CITY OF DUBOIS, PENNSYLVANIA

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2014

Note 1 — Reporting Entity

The City of DuBois, Pennsylvania, a city of the third class, was created by charter granted by the
Governor of the Commonwealth of Pennsylvania on December 28, 1914. The City is a municipal
corporation governed by an elected mayor and a four member council. The City provides what are
considered general government services including public safety, streets, parks and recreation,
community and economic development, planning and zoning, permits and inspection, general
administrative, and water and wastewater services.

Consistent with the guidance contained in GASB Statement No. 14, The Financial Reporting Entity,
the criteria used by the City to evaluate the possible inclusion of related entities (Authorities,
Boards, Councils, etc.) within its reporting entity, are financial accountability and the nature and
significance of the relationship. In determining financial accountability in a given case, the City
reviews the applicability of the following criteria:

The City is financially accountable for:

(a) Organizations that make up the legal City entity.

(b) Legally separate organizations if City officials appoint a voting majority of the
organization's governing body and the City is able to impose its will on the organization
or if there is a potential for the organization to provide specific financial benefits to, or
impose specific financial burdens on, the City as defined below:

Impose its Will - If the City can significantly influence the programs, projects, or
activities of, or the level of services performed or provided by, the organization.
Financial Benefit or Burden - Exists if the City:

(1) is entitled to the organization's resources, or

(2) is legally obligated or has otherwise assumed the obligation to finance the
deficits of, or provide support to, the organization, or

(3) is obligated in some manner for the debt of the organization.

(c) Organizations that are fiscally dependent on the City. Fiscal dependency is established if
the organization is unable to adopt its budget, levy taxes or set rates or charges, or issue
bonded debt without approval by the City.

The financial statements include only the primary government of the City, which consists of all
funds, organizations, institutions, agencies, departments, and offices that comprise the City’s legal
entity. The primary government financial statements do not include financial data for the City’s
legally separate component units or joint ventures/jointly governed organizations.
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CITY OF DUBOIS, PENNSYLVANIA

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2014

Note 1 — Reporting Entity

However, based on the foregoing criteria, the organizations listed below have been identified as
component units which would otherwise be included in the City's financial reporting entity, or as
joint ventures/jointly governed organizations for which disclosure of pertinent financial information
is required in accordance with generally accepted accounting principles:

Includible Component Units

Redevelopment Authority of the City of DuBois
DuBois Housing Authority

Hospital Authority of the City of DuBois
DuBois Public Library

Joint Ventures/Jointly Governed Organizations
DuBois, Falls Creek, Sandy Township Joint Transportation Authority

Note 2 — Summary of Significant Accounting Policies

The financial statements of the City have been prepared on the basis of cash receipts and
disbursements (cash basis) of accounting, which differs from accounting principles generally
accepted in the United States of America (GAAP). The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles.

Significant accounting policies of the City are described below.

A. Basis of Presentation
The City’s basic financial statements consist of government-wide financial statements, including
a statement of net position and a statement of activities, and fund financial statements which
provide a more detailed level of financial information.

Government-Wide Financial Statements

The government-wide financial statements include the statement of net position and the
statement of activities which report financial information about the City as a whole. These
statements include the financial activities of the primary government, except for fiduciary funds.
The statements distinguish between govermmental and business-type activities. Governmental
activities are generally financed through taxes, intergovernmental revenues, and other non-
exchange revenues. Business-type activities are financed in whole or in part by fees charged to
external parties for goods or services.
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CITY OF DUBOIS, PENNSYLVANIA

NOTES TO BASIC FINANCIAL STATEMENTS .

December 31, 2014

Note 2 — Summary of Significant Accounting Policies (Continued)

A. Basis of Presentation (Continued)

Government-Wide Financial Statements (Continued)

The statement of net position presents the financial condition of the governmental and business-
type activities of the City at year end. The statement of activities presents a comparison
between direct expenses and program revenues for each program or function of the City’s
governmental activites and business-type activities. Direct expenses are those that are
specifically associated with a service, program, or department and, therefore, clearly identifiable
to a particular function. Program revenues include charges paid by the recipient of the goods or
services offered by the program, grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program, and interest eamed on grants that is
required to be used to support a particular program. Revenues that are not classified as
program revenues are presented as general revenues of the City. The comparison of direct
expenses with program revenues identifies the extent to which each governmental program or
business activity is self-financing or draws from the general revenues of the City.

Fund Financial Statements

The City segregates transactions related to certain City functions or activities in separate funds
in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the City at this more detailed level.
Fund financial statements are provided for governmental, proprietary, and fiduciary funds. The
focus of governmental and proprietary fund financial statements is on major funds. Each major
fund is presented in a separate column. A fund is considered major if it is the primary operating
fund of the City, or if the fund meets the following criteria: total assets plus deferred outflows of
resources, liabilities plus deferred inflows of resources, revenues, or expenditures/expenses of
that individual governmental or enterprise fund are at least 10 percent of the corresponding total
for all funds of that category or type; and total assets plus deferred outflows of resources,
liabilities plus deferred inflows of resources, revenues, or expenditures/expenses of the
individual govermmental fund or enterprise fund are at least 5 percent of the corresponding total
for all governmental and enterprise funds combined. Nonmajor funds are aggregated and
presented in a single column. Fiduciary Funds are reported by type.

B. Fund Accounting
The City uses funds to maintain its financial records during the year. A fund is defined as a fiscal

and accounting entity with a self-balancing set of accounts. There are three categories of funds:
governmental, proprietary, and fiduciary.

Governmental Funds

Governmental funds are those through which most governmental functions typically are
financed. Governmental fund reporting focuses on the sources, uses, and balances of current
financial resources. Expendable assets are assigned to the various governmental funds
according to the purpose for which they may or must be used. Fund liabilities are assigned to
the fund from which they will be liquidated. The City reports the difference between its
governmental fund assets and deferred outflows of resources and its liabilities and deferred

inflows of resources as fund balance.
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CITY OF DUBOIS, PENNSYLVANIA

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2014

Note 2 — Summary of Significant Accounting Policies (Continued)

B. Fund Accounting (Continued)
Governmental Funds (Continued)

The General Fund is the City’s primary operating fund and the only major governmental fund.
This fund is used to account for all financial resources except those required to be accounted for
in other funds. All general tax revenues and other receipts that are not restricted by law or
contractual agreement to some other fund are accounted for in this fund. General operating
expenditures, fixed charges, and capital improvement costs that are not paid through other
funds are paid from the General Fund.

The other governmental funds of the City account for the proceeds of specific revenue sources
that are restricted to expenditures for specified purposes.

Proprietary Funds

Proprietary fund reporting focuses on the determination of operating income and expenses,
changes in net position, financial position, and cash flows. Operating revenues and expenses
generally result from providing services and producing or delivering goods or services in
connection with a proprietary fund's principal ongoing operations. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses. The City’s
proprietary funds are classified as enterprise funds, where the intent is that the costs of
providing goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges in a manner similar to private business enterprises. The following
are the City’s major enterprise funds:

Sewer Fund
The Sewer Fund accounts for the operation and maintenance of the City’s sanitary sewer
collection and disposal system.

Water Fund
The Water Fund accounts for the operation and maintenance of the City’s water supply and
distribution system.

Fiduciary Funds :
Fiduciary funds are used to account for assets held by the City in a trust or custodial capacity for

individuals, private organizations, or other governments. Fiduciary funds are not included in the
government-wide financial statements.

Pension Trust Fund
The Pension Trust Fund accounts for the revenues received, expenses incurred, and the net
assets of the City's Non-Uniformed Employees’ Pension and Police Pension plans.

Agency Funds
Agency Funds are custodial in nature with assets and liabilities being equal and do not

involve measurement of results of operation.
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Note 2 — Summary of Significant Accounting Policies (Continued)

C. Measurement Focus and Basis of Accounting
Measurement focus refers to what is being measured; basis of accounting refers to when

revenues and expenditures are recognized in the accounts and reported in the financial
statements. Basis of accounting relates to the timing of the measurement made, regardless of
the measurement focus applied.

The govemment-wide financial statements and proprietary fund financial statements are
reported using the economic resources measurement focus and the cash basis of accounting.
The economic resources measurement focus means all assets, deferred outflows of resources,
liabilities, and deferred inflows of resources associated with the operation of the City are
included, within the limitations of the cash basis of accounting, on the statement of net position
and the statement of activities present increases (revenues) and decreases (expenses) in total
net position.

Governmental and proprietary fund financial statements are reported using the current financial
resources measurement focus and are accounted for using the cash basis of accounting. With
this measurement focus, only current assets, deferred outflows of resources, current liabilities,
and deferred inflows of resources are included on the balance sheet, within the limitations of the
cash basis of accounting, and inflows (revenues and other financing sources) and outflows
(expenditures and other financing uses) of expendable financial resources are included on the
statement of revenues, expenditures, and changes in fund balance.

Fiduciary fund financial statements are prepared using the economic resources measurement
focus and the accrual basis of accounting, except for the recognition of certain liabilities of
defined benefit pension plans. Plan liabilities are recognized in the Pension Trust Fund for
benefits and refunds to plan members and beneficiaries when due and payable in accordance
with the terms of the plan.

The effects on the financial statements of the significant differences between the cash basis of
accounting and GAAP are that revenues are recorded when received rather than earned and
expenditures are recognized when paid rather when incurred. Only cash and interfund
receivables are recognized as assets while no fixed assets, nor infrastructure assets, are
capitalized and depreciated; and, only payroll taxes payable and interfund payables are
recognized as liabilites while other long-term obligations, such as notes payable and
compensated absences, are not recognized.

If the City utilized GAAP, the fund financial statements for governmental funds would use the
modified accrual basis of accounting, while the government-wide financial statements and the
fund financial statements for proprietary and fiduciary funds would use the accrual basis of

accounting.

D. Cash and Equivalents
Cash deposits consist of demand and time deposits with financial institutions and are carried at

cost. For purposes of the statement of cash flows, highly liquid investments with a maturity of
three months or less when purchased are considered to be cash equivalents.
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Note 2 — Summary of Significant Accounting Policies (Continued)
E. Interfund Activity

Interfund activity is reported as loans, services provided, reimbursements, or transfers, as
applicable. Loans are amounts provided between funds with a requirement for repayment and
are reported as interfund receivables and payables on the fund financial statements. Transfers
are flows of resources between funds without requirement for repayment and are reported as
transfers in and transfers out on the fund financial statements. Loans and transfers within
governmental activities or business-type activities are eliminated on the government-wide
financial statements, while loans and transfers between governmental activities and business-
type activities are not eliminated.

F. Deferred Outflows/Inflows of Resources
The government-wide statement of net position and the governmental and proprietary funds
balance sheets include separate sections for deferred outflows of resources and deferred
inflows of resources, when applicable. Deferred outflows of resources represent a consumption
of net position or net assets that apply to a future period and so will not be recognized as an
outflow of resources (expense/expenditure) until then. Deferred inflows or resources represent
an acquisition of net position or net assets that apply to a future period as so will not be
recognized as an inflow of resources (revenue) until that time. The City had no deferred outflows
of resources or deferred inflows of resources to report in its financial statements for the current

year.

G. Net Position

In the government-wide and proprietary fund financial statements, net position represents the
difference between assets and deferred outflows of resources less liabilites and deferred
inflows of resources. Net position is reported as restricted when there are limitations imposed on
its use either through the enabling legislation adopted by the City or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments. All other net
position is reported as unrestricted. The City applies restricted resources first when an expense
is incurred for purposes for which both restricted and unrestricted net position are available.

H. Fund Balances
In the governmental fund financial statements, fund balances represent the difference between
the current assets and deferred outflows of resources, and current liabilities and deferred inflows
of resources. Governmental funds report fund balance classifications that comprise a hierarchy
based primarily on the extent to which the City is bound to honor constraints on the specific
purposes for which amounts in those resources can be spent. Fund balances are classified as
follows:

Nonspendable
Fund balances are reported as nonspendable when amounts cannot be spent because they

are not in spendable form (items that are not expected to be converted to cash) or because
they are legally or contractually required to be maintained intact.
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Note 2 — Summary of Significant Accounting Policies (Continued)

H. Fund Balances (Continued)

Restricted

Fund balances are reported as restricted when there are limitations imposed on their use
whether through the enabling legislation adopted by the City or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments.

Committed

Fund balances are reported as committed when they can be used only for specific purposes
pursuant to constraints imposed by formal action of the City Council through the adoption of a
formal resolution or ordinance. Only the City Council may modify or rescind the commitment.

Assigned
Fund balances are reported as assigned when amounts are constrained by the City’s intent
to be used for specific purposes, but are neither restricted nor committed.

Unassigned .
Fund balances are reported as unassigned when the balances do not meet any of the above
criterion. The City reports positive unassigned fund balance only in the General Fund.
Negative unassigned fund balances may be reported in all funds.

When both restricted and unrestricted resources are available for use, it is the City's policy to
use restricted resources first, followed by committed, assigned, and unassigned amounts,

respectively.

I. Use of Estimates
The preparation of the financial statements requires management to make estimates and
assumptions that the amounts reported in the financial statements and accompanying notes.
Actual results may differ from those estimates.

Note 3 — Cash Deposits and Investments

Commonwealth of Pennsylvania statutes provide for the investment of moneys of governmental
and proprietary funds into certain authorized investment types, including United States Treasury
bills, short-term obligations of the United States Government or its agencies or instrumentalities,
obligations of the United States of America or any of its agencies or instrumentalities backed by the
full faith and credit of the United States of America, obligations of the Commonwealth of
Pennsylvania or any of its agencies or instrumentalities backed by the full faith and credit of the
Commonwealth, obligations of any political subdivision of the Commonwealth of Pennsylvania or
any of it agencies or instrumentalities backed by the full faith and credit of the political subdivision,
and insured or collateralized time deposits and certificates of deposit. The statutes do not prescribe
regulations related to demand deposits; however, they do allow the pooling of governmental funds
for investment purposes. In addition to the investments authorized for govemmental and
proprietary funds, investments of the City's Pension Plans may also be made in corporate stocks
and bonds, real estate, and other investments consistent with sound business practice.
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Note 3 — Cash Deposits and Investments (Continued)

The deposit and investment policy of the City adheres to the Commonwealth statutes and prudent
business practice. There were no deposit or investment transactions during the year that were in
violation of either the Commonwealth statutes or the policy of the City.

Cash Deposits

The City’s cash deposits with financial institutions include demand deposit accounts and time and
savings deposits, including nonnegotiable certificates of deposit through local financial institutions,
which are reported as cash and cash investments in the financial statements. Cash deposits are
categorized to give an indication of the level of custodial credit risk assumed by the City at
December 31, 2014. Category 1 includes cash deposits which are insured by the Federal Deposit
Insurance Corporation or collateralized with securities held by the City or by its agent in the City's
name. Category 2 includes cash deposits which are collateralized with securities held by the
pledging financial institution's trust department or agent in the City's name. Category 3 cash
deposits are uninsured and uncollateralized, or collateralized in accordance with Act 72, a
Commonwealth statute which permits the financial institution to pool collateral for all governmental
deposits and have the collateral held by an approved custodian in the institution's name.

At December 31, 2014, the carrying amount of the City’s cash deposits with financial institutions
was $2,480,762 and the financial institutions balances totaled $2,543,271, which is categorized as
follows:

Category 1 $ 750,000
Category 3 1,793,271
Total Cash Deposits $ 2.543.271

Investments

The investments of the City are reported in the financial statements at cost, and investments of the
Non-Uniformed Employees’ Pension Plan and the Police Retirement Plan, collectively disclosed as
the Pension Trust Fund, are reported at fair value. Fair value reporting and disclosure for securities
traded on a national or international exchange are valued at the last reported sales price at current
exchange rates. Investments that do not have an established market are reported at estimated fair
value.

Concentration of credit risk is the risk of loss attributed to the magnitude of an investment in a
single issuer. The City does not have a written investment policy on concentration of credit risk.
Investments issued or explicitly guaranteed by the U.S. Govemment, investments in mutual funds,
external investment pools, and other pooled investments are excluded from the disclosure of
concentration of credit risk identifying investments in any one issuer that represent 5% or more of
plan net assets. The City’'s government-wide investments of negotiable certificates of deposit were
the only investments subject to the concentration of credit risk disclosure criteria:

Issuer Amount Issuer Amount
Barclays Bank of Delaware ~ $§ 532,479 JPMorgan Chase Bank $ 251,075
Wells Fargo Bank 280,836 HSBC Bank USA 244,775
Union Bank 268,250 Bank of the West 227,415
Goldman Sachs Bank USA 254,623
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Note 3 — Cash Deposits and Investments (Continued)

Investments (Continued)

Custodial credit risk is the risk that the City will not be able to recover the value of its investment or
collateral securities that are in possession of an outside party. The City does not have a written
investment policy on custodial credit risk. The fair value of the City's securities held by a
counterparty are as follows:

Government- Pension
wide Trust Fund Total
Negotiable Certificates of Deposit $ 2059453 § - $ 2,059,453
Municipal Debt - 897,847 897,847
Corporate Debt - 1,244,675 1,244,675
Mutual Funds — Fixed Income 98,024 4,172,235 4,270,259
Mutual Funds — Equities 168,632 5,215,048 5,383,678
Equities 54,636 3,956,840 4,011,476
Exchange-traded Funds - 125,466 125.466
Total $§ 2380745 § 15612100 $ _17.992.854

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The City does not have a written investment policy on credit risk. At December 31,
2014, the credit quality ratings of the debt securities are as follows:

Fair Value
Govemment- Pension
Investment Type wide Trust Fund Rating Organization

Municipal Debt $ - $ 329,790 Aa Moody’s
Municipal Debt - 259,278 A Moody's
Municipal Debt - 308.779 N/A

Total Municipal Debt - 897.847
Corporate Debt - 182,663 A Moody's
Corporate Debt - 835,220 Baa Moody’s
Corporate Debt - 72,563 Caa Moody’s
Corporate Debt - 154.229 N/A

Total Corporate Debt - 1,244 675 )
Mutual Funds - Fixed Income - 261,606 AAA Momingstar
Mutual Funds - Fixed Income - 346,055 A Momingstar
Mutual Funds — Fixed Income - 1,645,945 BBB Momingstar
Mutual Funds —- Fixed Income - 729,018 BB Momingstar
Mutual Funds — Fixed Income 98.024 1,189,611 N/A

Total Fixed Income 98.024 4,172,235
Mutual Funds — Equities 168.632 5,215.046 N/A
Mutual Funds — Debt - - N/A
Total $ 266656 § 11.529.803
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Note 3 — Cash Deposits and Investments (Continued)

Investments (Continued)

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. Investments held for longer periods are subject to increased risk of adverse interest
rate changes. The City does not have a written investment policy on interest rate risk. The City’s
investments subject to interest rate risk at December 31, 2014 included the following:

Remaining Maturities (Years)

Investment Type Fair Value Lessthan1 1-5 6-10 11 ormore _ N/A
Negotiable Certificates of Deposit $  2,059453 $ - § 2059453 § - 8 -3 -
Municipal Debt 897,847 303,933 514,664 79,250 -~ -
Corporate Debt 1,244,675 154,943 954,347 - 135,385 -
Mutual Funds — Fixed Income 4,270,259 607,645 866,138 1,594,865 433,768 767,843
Mutual Funds - Equities 5,383,678 - - - -~ 5.383.678
Total by Maturity Dates § 138550912 § 1066521 § 4394602 § 1674115 § 569153 § 6151521

Note 4 — Taxes

Real Estate Property Taxes

Real estate property taxes attach as an enforceable lien on property on January first. Taxes are
billed on or about March 1, with a 2% discount through April 30; face amount due from May 1
through June 30; and 10% penalty added after July 1. The Clearfield County Assessment Office
calculates the yearly tax levy and distributes the individual tax duplicates to the City’s elected tax
collector. The tax collector is responsible for tax collections.

The City is permitted by law to levy separate and different rates of taxation for general City
purposes on all real estate classified as land, exclusive of the buildings thereon, and on all real
estate classified as buildings on land. As a result, higher rates may be levied on land if the
respective rates on lands and buildings are so fixed so as not to constitute a greater levy in the
aggregate than a rate of 25 mills on both land and buildings. Additional levies for certain other
purposes are permitted at specific maximum millages as provided for in the City Code.

Assessed value is 25% of market value. The City's net taxable assessed value for 2014 was
$57,961,393. The real estate tax millage rates for 2014 was:

Taxable Assessed Value Purposes Millage
Land General 88.00
Buildings and improvements General 2.00
Total real estate Library and Recreation 3.50

Residence and Per Capita Taxes
Residence and per capita taxes are collected at various times during the year by the City tax
collector. Each tax is in the amount of $5.00 per taxpayer. Various income and age provisions

determine individual tax liability.
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Note 4 — Taxes (Continued)

Local Services Taxes
Emergency and Municipal Services taxes are also collected at various times by the City tax
collector. The amount imposed on taxable residents is $47.00.

Eamed Income Taxes
The City also levies a one-half percent tax on the annual earned income of City residents. The tax
is collected at various times throughout the year and remitted to the City by an appointed collection

agency.

Note 5 — Interfund Balances

Interfund balances at December 31, 2014 consisted of the following:

Receivable Fund Payable Fund Amount

General Fund Water $ 137,543
Sewer General Fund 165
Water 13.010

Total $__150.718

Interfund balances resulted from the timing differences between the dates that interfund goods and
services are provided or reimbursable expenditures occur, transactions are recorded in the
accounting system, and payments between funds are made.

Note 6 — Interfund Transfers

Interfund transfers for the year ended December 31, 2014 consisted of the following:

Transfer In Fund Transfer Out Fund Amount

General Fund Sandy Lick Creek Phase I $ 3,594
Sewer 1,312,242

Water General Fund 695,620
Health Insurance Fund General Fund 105,625
Total $ 2117.081

Transfers are used to move revenues from the fund that statute or budget requires to collect them
to the fund that statute or budget requires to expend them and use unrestricted revenues collected
in the general fund to finance various programs accounted for in other funds in accordance with

budgetary authorizations.
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Note 7 — Debt

The following presents the changes in long-term debt of the City during the year ended December
31, 2014:

Principal
Beginning Ending Due within
Govemmental Activities Balance Additions Reductions Balance One Year
Notes payable $ 1647391 $ - $ (117278) $§ 1530113 $ 119.469
Business-Type Activities
Notes payable 13,142,370 - (445,190) 12,697,180 455,859
Bonds payable 3,180,000 - (110,000) 3.070.000 110.000
Total Business-type activities 16,322,370 - (555.190) 15.767.180 565,859
Total long term debt $ 17960761 § - $ (672468) § 17207203 $ 685328
A summary of long-term debt outstanding at December 31, 2014, follows:
Amount of Balance
Original Issue Outstanding

$ 1,484,050 Guaranteed Revenue Note issued to the Pennsylvania Infrastructure $ 951,969
Investment Authority (Pennvest) for a loan to partially finance a
sewer system construction project, dated August 17, 2006
simultaneous with a grant from Pennvest of $1,642,241 for the
project. Interest is 1.252% during the initial sixty six months which
consists of construction time and the first five years of amortization,
2.416% during the remaining one hundred eighty months. Interest
only is payable until February 1, 2007, $6,993 is due monthly
beginning March 1, 2007 and ending February 1, 2012 and from
March 1, 2012 through February 1, 2027 maturity $7,603 is payable
monthly.

814,000 Commonwealth of Pennsylvania, Department of Transportation, loan 396,337
for infrastructure improvements, dated August 5, 2009, repayable in
monthly installments of $7,354 with 1.625% interest and a maturity
date of September 9, 2019.

9,000,000 General Obligation Note issued to S&T Bank, dated December 14, 8,458,809
2012, to satisfy remaining balance of General Obligation Bond Series
of 2009 and funding of capital projects and secured by the full faith,
credit and taxing power of the City. Repayable at $39,760 monthly
with interest of 2.33% through December 13, 2019 and a maturity
date of December 14, 2037. The Sewer Fund is responsible for 21%
of the debt and the Water Fund is responsible for 79% of the debt.

4,664,523 General Obligation Note issued to S&T Bank, dated March 8, 2013 4,420,178
to satisfy funding of capital projects and secured by the full faith
credit and taxing power of the City. Repayable at $20,609 monthly
with a current interest rate of 2.33% and a maturity date of March 8,
2028. The Sewer Fund is responsible for 37.73% of the debt, the
Water Fund is responsible for 36.62% of the debt and the General
Fund is responsible for 25.65% of the debt.
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Note 7 — Debt (Continued)

Amount of
Original Issue

December 31, 2014

$ 3,440,000 General Obligation Bond, Series of 2011, to satisfy remaining balance
of General Obligation Note to S&T Bank and funding of capital
projects, dated February 23, 2011 and secured by the full faith,
credit, and taxing power of the City. The bonds are scheduled to
mature at various times through December 15, 2033 and bear
variable interest rates from 2.000% to 5.250%.

Total Long-Term Debt Outstanding

Balance
Outstanding

$ 3,070,000

$17.297.293

The aggregate annual debt service requirements applicable to the City's bonded debt and notes

payable is summarized:

Year Principal
2015 $ 685,328
2016 697,670
2017 716,929
2018 735,704
2019 720,322
2020-2024 3,613,954
2025-2029 3,900,623
2030-2034 4,073,366
2035-2038 2,153,397
$17.297.293

Note 8 — Non-Uniformed Employees’ Pension Plan

Plan Description

Interest Total

$ 469,210 $ 1,154,538
454,153 1,151,823
436,807 1,153,736
419,247 1,154,951
400,976 1,121,298
1,721,379 5,335,333
1,174,422 5,075,045
558,646 4,632,012
81,723 2,235,120

$ 5.716.563 $23.013.856

The Non-Uniformed Employees’ Pension Plan is a single-employer defined benefit pension plan
that provides retirement, disability, and death benefits to all full-time, non-uniformed employees of
the City and their beneficiaries. Vesting of Plan benefits occurs after twelve years of credited
service. The Plan is governed by the City Council, who has delegated the authority to manage
certain assets to TCG Investment Advisory, Inc., with Nationwide Financial as custodian. Financial
Statements of the Plan are separately issued and can be obtained by contacting TCG Investment

Advisory, Inc.

Membership

Membership of the plan consisted of the following at December 31, 2014:

Retirees and Beneficiaries Receiving Benefits
Terminated Plan Members Entitled To But Not

Yet Receiving Benefits
Active Plan Members

Total Membership
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Note 8 — Non-Uniformed Employees’ Pension Plan (Continued)

Funding Policy

Members are required to contribute 3.5% of their gross compensation, with interest credited to
these contributions at 6% per year. Additionally, the City must provide annual contributions
sufficient to satisfy the actuarially determined contribution requirements, of which an annual
allocation from the General Municipal System State Aid Program may fund.

Actuarial Valuation Information

Actuarial valuations are performed biannually. The following methods and assumptions as of the
latest actuarial valuation date were used to determine the Annual Required Contribution for 2014:

Valuation Date January 1, 2013

Actuarial Cost Method Entry Age

Asset Valuation Method Smoothing

Actuarial Assumptions:
Investment Rate of Retumn 8.00% (including 3% inflation)
Projected Salary Increases 5.00% (including 3% inflation)

Note 9 — Police Pension Plan

Plan Description

The Police Pension Plan is a single-employer defined benefit pension plan established by the City
to provide retirement, disability, and death benefits to plan members and their beneficiaries. All full-
time members of the police force join the plan upon hire. The City has delegated to S&T Trust the
authority to manage certain plan assets. Mockenhaupt Benefits Group issues separate financial
statements of the Police Pension Plan. The Police Pension Plan financial statements can be
obtained by contacting Mockenhaupt Benefits Group.

Membership
Membership of the plan consisted of the following at December 31, 2014:

Retirees and Beneficiaries Receiving Benefits 11

Terminated Plan Members Entitied To But Not
Yet Receiving Benefits

Active Plan Members

Total Membership

k> IR~

Funding Policy

Members are required to contribute 3% of their gross compensation to the plan, plus $5 per month.
Additionally, the City must provide annual contributions sufficient to satisfy the actuarially
determined contribution requirements, of which an annual allocation from the General Municipal

System State Aid Program may fund.
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Note 9 — Police Pension Plan (Continued)

Actuarial Valuation Information

Actuarial valuations are performed annually. The following methods and assumptions were used in

the latest actuarial valuation performed for the Plan:

Valuation Date

Actuarial Cost Method

Asset Valuation Method
Amortization Method
Remaining amortization period

Actuarial Assumptions:
Investment Rate of Retumn
Projected Salary Increases

Annual Pension Cost and Net Pension Obligation

The City’s annual pension cost and net pension obligation to the Police Pension Plan for the year

ended December 31, 2014 were as follows:

Annual required contribution
Interest on net pension obligation
Adjustment to annual required contribution

Annual pension cost
Contributions made

Change in net pension obligation
Net pension obligation beginning of year
Net pension obligation end of year

January 1, 2013
Entry Age Normal
4-year smoothing
Level Dollar Closed
11 years (aggregate)

7.00% (including 3% infiation)
4.50% (including 3% inflation)

$ 324,672
(5,516)
2,319

321,475
324.672

(3,197)
(78.803)
$§__(82.000)

Note 10 — Litigation

The City, in the normal course of its activities, is involved with various claims and litigation,
which could ultimately result in liabilities for the City. It is the opinion of management that any
amount of loss not covered by insurance resulting such from claims and litigation proceedings
would not be material to the financial position of the City.

Note 11 — Grants

The City has received federal and state grants for specific purposes that are subject to review
and audit by the grantor agencies or their designee. These audits could lead to a request for
reimbursement to the grantor agency for expenditures disallowed under terms of the grant.
Based on prior experience, the City Council believes such disallowances, if any, will be

immaterial.

30



CITY OF DUBOIS, PENNSYLVANIA

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2014

Note 12 — Prior Period Adjustment

Prior period adjustment related to corrections in cash items that were required for the year ended
December 31, 2014, and resulted in an increase in beginning net position of $7,031.

Note 13 — Subseguent Events

During 2014, it was discovered that the local earned income tax collector remitted to the City
$460,018 of earned income taxes in excess of the amounts collected in 2013 and 2014 for the
City. As a result, the City had $145,018 withheld from the tax collector remittances during 2014
and entered into an agreement with the tax collector for settlement of the remaining $315,000
balance, with $9,000 to be withheld monthly from tax collector remittances through November
2017.

During 2015, the City negotiated the General Obligation Note, Series 2015 with a local bank in
the amount of $4,400,000 to refinance existing debt of $3,141,734, with the remaining net
proceeds of approximately $1,192,000 to provide funding for the acquisition and construction of
capital projects. Payment terms of the note include monthly installments beginning June 2015 in
the amount of $20,482, including interest, with a May 2040 maturity. The interest rate is set
initially at 2.79%, and is scheduled to be adjusted after 7 years to a rate equal to tax-free
equivalent of the 30-day LIBOR plus 175 basis points, with a maximum tax-free rate of 6%. The
note is secured by a pledge of full faith credit and taxing power of the City.

Note 14 — Future Pronouncements

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for
Pensions. This Statement replaces the requirements of Statement No. 27, Accounting for Pensions
by State and Local Governmental Employers, and Statement No. 50, Pension Disclosures, as they
relate to governments that provide pensions through pension plans administered as trusts or
similar arrangements that meet certain criteria. Statement No. 68 requires governments providing
defined benefit pensions to recognize their long-term obligation for pension benefits as a liability for
the first time, and to more comprehensively and comparably measure the annual costs of pension
benefits. The Statement also enhances accountability and transparency through revised and new
note disclosures and required supplementary information. The provisions of this Statement are
effective for the City's financial year ending December 31, 2015. Management has not determined
what impact this GASB Statement might have on its financial statements.
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NON-UNIFORMED EMPLOYEES' PENSION PLAN

For the Year Ended December 31, 2014

Schedule of Funding Progress

(a) (b) (c) (d) (e) 0
Actuarial » UAAL as a
Actuarial Actuarial Accrued Unfunded Annual Percentage of
Valuation Value of Liability (AAL) AAL (UAAL) Funded Ratio Covered Covered Payroll
Date Assets —Entry Age (b) - (a) (a)+(b) Payroll (c)x(e)
1/1/03 $ 6,807,166 $ 6,345,728 $ (461,438) 107.27% $ 1,530,185 -30.16%
1/1/05 7,369,919 7,003,697 (366,222) 105.23% 1,496,808 -24.47%
1/1/07 7,855,596 7,680,127 (175,469) 102.28% 1,616,592 -10.85%
1/1/09 8,561,358 8,233,630 (327,728) 103.98% 1,683,282 -19.47%
1/1/11 8,561,916 7,531,921 (1,029,995) 113.68% 1,579,676 -65.20%
1/1/13 9,100,897 8,432,304 (668,593) 107.93% 1,821,560 -36.70%

Schedule of Annual Required Contributions

Annual Actuarial

Required Valuation Date Percentage
Year Contribution for Contributions Contributed
2009 $ 69,798 2007 100%
2010 58,803 2009 100%
2011 67,351 2009 100%
2012 74,935 2011 100%
2013 - 2013 100%
2014 4,090 2013 100%

Notes to the Required Schedules

Actuarial valuations are performed biannually. The following methods and assumptions were used in the actuarial
valuation performed for the Plan as of December 31, 2013:

Actuarial Cost Method: Entry Age

Asset Valuation Method: Smoothing

Actuarial Assumptions:
Investment Rate of Retumn 8.00% (including 3% inflation)
Projected Salary Increases 5.00% (including 3% inflation)
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CITY OF DUBOIS, PENNSYLVANIA

REQUIRED SUPPLEMENTARY INFORMATION

POLICE PENSION PLAN

For the Year Ended December 31, 2014

Schedule of Funding Progress
(a) (b) (c) (d) (e) ®

Actuarial UAAL as a
Actuarial Actuarial Accrued Unfunded Annual Percentage of
Valuation Value of Liability (AAL) AAL (UAAL) Funded Ratio Covered Covered Payroll
Date =~ __Assets =~ —Entry Age (b)-(a) ~ _(ay(b)  __Payroll =~ __ (c)+e)
1/1/07 $ 5,037,128 $ 5,396,440 $ 359,312 93.34% $ 734,757 48.90%
1/1/09 5,652,615 6,067,630 415,015 93.16% 763,059 54.39%
1111 5,496,241 6,060,700 564,459 90.69% 816,898 69.10%
1113 5,469,233 6,818,574 1,349,341 80.21% 886,732 152.17%

Schedule of Annual Required Contributions

Annual

Required Percentage
Year Contribution Contributed
2009 $ 248,166 100.00%
2010 210,932 100.00%
2011 181,198 110.71%
2012 227,411 100.00%
2013 327,578 100.00%
2014 324,672 100.00%

Notes to the Required Schedules

Actuarial valuations are performed biannually. The following methods and assumptions were used in the actuarial
valuation performed for the Plan as of December 31, 2013:

Actuarial Cost Method: Entry Age Normal
Asset Valuation Method: 4-year smoothing
Amortization Method Level Dollar Closed
Remaining Amortization Period 11 years (aggregate)
Actuarial Assumptions:
Investment Rate of Return 7.00% (including 3% inflation)
Projected Salary Increases 4.50% (including 3% inflation)
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CITY OF DUBOIS, PENNSYLVANIA

BUDGETARY COMPARISON SCHEDULE
CASH BASIS

GENERAL FUND

For the Year Ended December 31, 2014

Variance with
Budgeted Amounts Final Budget
Original Final Actual Over (Under)
Revenues:
Taxes $ 2,630,600 $ 2,630,600 $ 2,230,207 $ (400,393)
Intergovernmental 355,980 355,980 607,733 251,753
Charges for services 352,256 352,256 518,090 165,834
Licenses and permits 128,500 128,500 129,085 585
Fines and forfeitures 71,000 71,000 74,603 3,603
Interest and rentals 65,040 65,040 109,817 44,777
Miscellaneous 200,000 200,000 253,357 53,357
Total Revenues 3,803,376 3,803,376 3,922,892 119,516
Expenditures:
Current:
General government 1,367,582 1,367,582 1,161,440 206,142
Public safety 1,918,993 1,918,993 2,064,513 (145,520)
Public works 968,525 968,525 982,147 (13,622)
Community and economic development - - 32,974 (32,974)
Culture and recreation 270,401 270,401 249,012 21,389
Debt service:
Principal 116,361 116,361 117,278 (917)
Interest 33,713 33,713 34,404 (691)
Capital outlay 417,000 417,000 1,017,120 (600,120)
Other 559,190 559,190 464,860 94,330
Total Expenditures 5,651,765 5,651,765 6,123,748 (471,983)
Excess (Deficiency) of
Revenues over Expenditures (1,848,389) (1,848,389) (2,200,856) (352,467)
Other Financing Sources (Uses):
Capital assets sales 63,392 63,392
Proceeds from borrowings - -
Transfers in 1,993,389 1,993,389 1,315,836 (677,553)
Transfers out ~ (145,000) (145,000) (801,245) (656,245)
Total Other Financing Sources (Uses) 1,848,389 1,848,389 577,983 (1,270,406)
Excess (Deficiency) of Revenues
and Other Sources Over
Expenditures and Other Uses - - (1,622,873) (1,622,873)
Fund Balance-Beginning 5,557,552 5,557,552 5,557,552 -
st Balanos-Enging N N4 M W 1 R T R % ¢ )}

See accompanying notes to budgetary comparison schedules.
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CITY OF DUBOIS, PENNSYLVANIA

NOTES TO BUDGETARY COMPARISON SCHEDULES

December 31, 2014

Note 1 — Budgetary Information

The City has adopted the following procedures in establishing the budgetary data reflected in the
basic financial statements:

(1)

(2)

3)

(4)

At the last stated meeting in November in each year, the City Manager shall present to
Council for first reading a proposed budget ordinance for all funds showing the estimated
receipts, expenditures, and liabilities for the ensuing year with the balance of unexpended
appropriations and all other information of value as a basis for fixing the levy and tax rate
for the next fiscal year. Council shall, upon passing the proposed budget ordinance on first
reading, fix a date for adoption thereof, which shall be not later than December 31 of such
year.

The City Clerk shall make the proposed budget ordinance available for public inspection
and publish a notice to that effect once in at least one newspaper. Such notice shall state
the date fixed by Council for adoption of the proposed budget ordinance and such notice
shall be published at least twenty days prior to the time fixed by Council for adoption of the
proposed budget ordinance. The proposed budget ordinance shall be available for public
inspection at the City Clerk’'s office for at least ten days after the newspaper notice is
published.

Council shall, after making such changes and modifications therein as appear proper,
adopt the budget and any appropriation measures required to put it into effect upon the
date fixed for adoption thereof. If, upon any revision of the budget, estimated expenditures
are increased more than ten percent in the aggregate or more than twenty five percent in
any individual item over the proposed budget, such budget shall not be adopted with any
such increases therein unless the same be again made available for public inspection and
for protest of such increases for a period of at least ten days after notice to that effect is
published.

During the month of January following any municipal election, Council may amend the
budget and the levy and tax rate to conform to the amended budget ordinance. The
procedures for adopting an amended budget shall be in accordance with the above, except
that the amended budget ordinance must be adopted on or before February 15.

Note 2 — Other Information

GASB Statement No. 34 requires a budgetary comparison schedule to be presented for the
General Fund and for each major special revenue fund that has a legally adopted annual
budget. The City had no major special revenue funds for the year ended December 31, 2014.
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ASSET

Cash and cash investments
Interfund receivables

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:
Payroll taxes payable
Interfund payables

Total Liabilities

Fund Balances:
Restricted:
General government
Public works
Culture and recreation
Unassigned
Total Fund Balances

Total Liabilities and Fund Balances

CITY OF DUBOIS, PENNSYLVANIA

COMBINING BALANCE SHEET
CASH BASIS

NON-MAJOR GOVERNMENTAL FUNDS

December 31, 2014

Special Revenue Funds
Community Total Other
Capital Development Health Liquid Fuels Sandy Lick Governmental
Reserve Block Grant Insurance Tax Creek Phase | Funds
$ 287290 § 25 $ 271964 $ 167,924 § - $ 727,203
$ 287290 § 25 $ 271964 $ 167924 § - $ 727,203
i ————— p———
$ - 3 - 8 - 8 - 3 - 8 -
287,290 - 271,964 - - 559,254
- - - 167,924 - 167,924
- 25 - - - 25
287,290 25 271,964 167,924 - 727,203
$ 167924 § - § 727,203

$ 287290 _§ 25 $ 271,964
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Revenues:
Taxes
Intergovernmental
Charges for services
Licenses and permits
Fines and forfeitures
Interest and rentals
Miscellaneous

Total Revenues

Expenditures:

Current:
General government
Public safety
Public works
Community and economic development
Culture and recreation

Debt service:
Principal
Interest

Capital outlay

Other
Total Expenditures

Excess (Deficiency) of
Revenues Over Expenditures

Other Financing Sources (Uses):
Capital assets sales
Transfers in
Transfers out
Total Other Financing Sources (Uses)

Excess (Deficiency) of Revenues
and Other Sources Over
Expenditures and Other Uses

Fund Balances-Beginning
Fund Balances-Ending

CITY OF DUBOIS, PENNSYLVANIA
COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES

CASH BASIS

NON-MAJOR GOVERNMENTAL FUNDS

For the Year Ended December 31, 2014

Special Revenue Funds
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Community Total Other
Capital Development Health Liquid Fuels Sandy Lick Governmental
Reserve Block Grant Insurance Tax Creek Phase I Funds
-8 -3 - S - S S -
- 294,487 - 203,373 - 497,840
1,882 - - 151 1 2,034
1,882 294,467 - 203,524 1 499,874
- - 74,761 - - 74,761
- - - 52,776 - 52,776
- 330,243 - - - 330,243
- 330,243 74,761 52,776 - 457,780
1,882 (35,776) (74,761) 150,748 1 42,094
- - 105,625 - - 105,625
N - - (3,594) (3,594)
- - 105,625 - (3,594) 102,031
1,882 (35,776) 30,864 150,748 (3,593) 144,125
285,408 35,801 241,100 17,176 3,593 583,078
2 287!290 ; 25 gﬁé&_ 167,924 é==- 727,203
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(Accrued) (Accrued)

Deferred Deferred
Balance Federal Federal Balance
1/1/2014 Receipts Expenditures Other 12/31/2014
$ - $ 185434 $ 185434 $ - 3 -
- 94,809 293,977 - (199,168)
- 280,243 479,411 - (199,168)
- 14,224 14,224 - -
- 294,467 493,635 - (199,168)
(4,047) 5,888 1,841 - -
- 888 888 - -
- 135,326 135,326 - -

$ (4047) $ 436569 $ 631690 $ $ (199,168)




CITY OF DUBOIS, PENNSYLVANIA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2014

Note 1 — Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
the City of DuBois, Pennsylvania under programs of the federal government for the year ended
December 31, 2014. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Govemments, and Non-Profit
Organizations.

Note 2 — Summary of Significant Accounting Policies

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-87, Cost
Principles for State, Local, and Indian Tribal Governments, wherein certain types of expenditures
are not allowable or are limited as to reimbursement.
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DuBois, PA 15801 RiogwaAy, PA 15853
991 Beaver Drive 331 Main Street

SHARKEY PiccirILLO KEEN & HANZELY, LLP

CERTIFIED PUBLIC ACCOUNTANTS
DuBois, Pennsylvania 15801

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the City Council
City of DuBois, Pennsylvania
DuBois, Pennsylvania

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of DuBois, Pennsylvania, as of and for the year
ended December 31, 2014, and the related notes to the financial statements, which collectively
comprise the City of DuBois, Pennsylvania’s primary government basic financial statements and
have issued our report thereon dated December 24, 2015. The report on the aggregate
remaining fund information was qualified because of the effects of omitting blended component
units. The report on aggregate discretely presented component units was adverse because the
primary government financial statements do not include financial data for the City’s legally separate

component units.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of
DuBois, Pennsylvania’s internal control over financial reporting (internal control) to determine
the audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City of DuBois, Pennsylvania’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the City of DuBois, Pennsylvania’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified a deficiency in internal
control that we consider to be a material weakness.
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A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiency described in the
accompanying schedule of findings and questioned costs, listed as item 2014-001, to be a
material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of DuBois, Pennsylvania’s
primary government financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

City of DuBois, Pennsylvania's Responses to Findings

The City of DuBois, Pennsylvania's response to the finding identified in our audit are described
in the accompanying schedule of findings and questioned costs. The City of DuBois,
Pennsylvania’s response was not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
"the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.
M% Poeetitdldser o Ha/nrf%, rr

SHARKEY PICCIRILLO KEEN & HANZELY, LLP
December 24, 2015
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DuBois, PA 15801 Ripeway, PA 15853
991 Beaver Drive 331 Main Street

SHARKEY PicciriLLo KEEN & HANZELY, LLP

CERTIFIED PUBLIC ACCOUNTANTS
DuBois, Pennsylvania 15801

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY WITH
OMB CIRCULAR A-133

To the City Council
City of DuBois, Pennsylvania
DuBois, Pennsylvania

Report on Compliance for Each Major Federal Program

We have audited the City of DuBois, Pennsylvania, compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on each of the City of DuBois, Pennsylvania’s major federal programs
for the year ended December 31, 2014. The City of DuBois, Pennsyivania’s major federal
programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts
and grants applicable to its federal programs.

Auditor’s Responsibility

Our Responsibility is to express an opinion on compliance for each of the City of DuBois,
Pennsylvania’s major federal programs based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence
about the City of DuBois, Pennsylvania's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination on the City of
DuBois, Pennsylvania’s compliance.
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Opinion on Each Major Federal Program

In our opinion, the City of DuBois, Pennsylvania complied, in all material respects, with the
types of compliance requirements referred to above that could have a direct and material effect
on each of its major federal programs for the year ended December 31, 2014.

Report on Internal Control Over Compliance

Management of the City of DuBois, Pennsyivania is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered the City of DuBois,
Pennsylvania’s internal control over compliance with the types of requirements that could have
a direct and material effect on each major federal program to determine the auditing procedures
that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of the City of DuBois, Pennsylvania’'s internal control ove

compliance. :

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the

requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

Bhanbag Pocessllb oo s Hamrgls LA

SHARKEY PICCIRILLO KEEN & HANZELY, LLP
December 24, 2015
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CITY OF DUBOIS, PENNSYLVANIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended December 31, 2014

SUMMARY OF AUDITORS' RESULTS

1

The auditors’ report expresses an unmodified opinion on the governmental activities,
the business-type activities, and each major fund, and a qualified opinion on the
aggregate remaining fund information for the primary government financial
statements of the City of DuBois, Pennsylvania. The auditors’ report expresses an
adverse opinion on the aggregate discretely presented component units because the
primary government financial statements do not include financial data for the City's
legally separate component units.

One material weakness related to the audit of the primary government financial
statements is reported in the Independent Auditors’ Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing
Standards.

No instances of noncompliance material to the primary government financial
statements of the City of DuBois, Pennsyivania were disclosed during the audit.

No significant deficiencies or material weaknesses in internal control over major
federal awards programs are reported in the Independent Auditors’ Report on
Compliance for Each Major Program and on Internal Control Over Compliance
Required by OMB Circular A-133.

The auditors’ report on compliance for the major federal award programs for the City
of DuBois, Pennsylvania expresses an unmodified opinion on all major federal

programs.

No audit findings that are required to be reported in accordance with Section 510(a)
of OMB Circular A-133 are reported in this Schedule.

The programs tested as major federal programs included:

Program _ CFDA No.
Community Development Block Grants/State’s Program 14.228

The threshold for distinguishing Types A and B programs was $300,000.

The City of DuBois, Pennsylvania was determined not to be a low-risk auditee.



CITY OF DUBOIS, PENNSYLVANIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended December 31, 2014

FINDINGS — FINANCIAL STATEMENT AUDIT

MATERIAL WEAKNESS — INTERNAL CONTROL OVER FINANCIAL REPORTING

2014-001: Financial Reporting Duties of the City

Statement of Condition

The City's personnel responsible for the accounting and reporting functions of the
City do not currently possess an appropriate level of technical knowledge and
experience of generally accepted accounting principles and Government
Accounting Standards Board's pronouncements to prepare the City's financial
statements in accordance with the reporting requirements of those principles and
pronouncements.

Criteria

Internal control over financial reporting includes controls over financial statement
preparation, which would prevent or detect a misstatement in the financial
statements, including note disclosures.

Effect of Condition
This condition increases the risk of possible misstatements in the financial
statements.

Recommendation

An ideal internal control system over financial reporting would include an individual
within an organization that would have technical knowledge and experience of the
reporting requirements of generally accepted accounting principles and the
Government Accounting Standards Board.

Response

The City Council and management are aware of the existence of the material
weakness and agree that an ideal internal control system over financial reporting
would include an individual described in the recommendation, which would reduce
the risk of possible misstatements in the financial statements. The personnel
responsible for the accounting and reporting functions of the City currently possess
suitable skill, knowledge, and experience to perform the daily accounting functions
of the City. Therefore, the City Council and management have made a conscious
decision to accept the degree of risk resulting from the material weakness, as the
benefit of the reduced risk does not justify the additional costs necessary to reduce

this risk.
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ITY OF DUBOIS, PENNSYLVANIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended December 31, 2014

FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAMS AUDIT

None.
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