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74 HERBEIN+-COMPANY, INC.,

CERTIFIED PUBLIC ACCOUNTANTS

Members of PKF North American Network, Pennsylvania Institute of CPAs,
T American institute of Certified Public Accountants Div, of CPA Firms/SEC & Private Practice Sections
www. herbein.com

To The Honorable Mayor and
Members of City Council

City of Monessen

Monessen, Pennsylvania

Independent Auditor's Report

[ We have audited the accompanying general purpose financial statements of the City of Monessen
Pennsylvania, (the "City") as of and for the year ended December 31, 2003, as listed in the table of
contents. These general purpose financial statements are the responsibility of the City's management.
Our responsibility is to express an opinion on these general purpose 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 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 generai purpose financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the 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 provides a
reasonable basis for our opinion.

As set forth in Note A, the City has stated the assets in the general fixed assets account group at
appraised value rather than at historical cost as prescribed by accounting principles generally accepted
in the United States of America.

In our opinion, except for the effects of not stating the general fixed assets account group at cost, as
discussed in the preceding paragraph, the general purpose financial statements present fairly, in all
material respects, the financial position of the City at December 31, 2003 and the results of its
operations and the cash flows of its proprietary fund types and pension trust funds for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

HERBEIN+COMPANY, INC.
One North Shore Center 12 Federal Street, Suite 300 Pitrsburgh, PA 15212 Telephone: 412-392-2345  Facsimite: 412-392-2379
pittsburgh@herbein.com

Other Offices: READING POTTSTOWN GREENSBURG WYOMISSING



HERBEIN+COMPANY, INC.

CERTIFIED PUBLIC ACCOUNTANTS

In accordance with Government Auditing Standards, we have also issued our reports dated May 14,
2003, on our consideration of the City's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. Those reports are an
integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the resuits of our audit.

Our audit was made for the purpose of forming an opinion on the general purpose financial statements
taken as a whole. The combining and individual fund and account group financial statements and
schedules listed in the table of contents on pages 31 through 33 are presented for purposes of
additional analysis and are not a required part of the City's general purpose financial statements. The
accompanying 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 City's general
purpose financial statements. Such information, except for the portion marked "unaudited" on which we
express no opinion, has been subjected to the auditing procedures applied in our audit of the general
purpose financial statements and, in our opinion, the information is fairly stated in all material respects
in relation to the general purpose financial statements taken as a whole.

7\/Mﬁlﬂb N [;YMO any, %ﬂc'

Pittsburgh, Pennsylvania
May 14, 2004
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CITY OF MONESSEN

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN RETAINED EARNINGS/FUND BALANCES -

ALL PROPRIETARY FUND TYPES

Year Ended December 31, 2003

Proprietary Fund Types

Mon Valley Redevelopment Monressen
Monessen Refuse Authority Civic
Parking Disposat of the City Recreation
Autharity Authority of Manessen Authority Totals
OPERATING REVENUE
Earnings on investments § 485 % 2,008 § 19,041 § 59 % 21,573
Charges for services 0 349,896 0 0 349,896
Intergovernmental revenue 0 2,691 175,000 22,500 200,191
Misceilaneous revenue 0 1,032 351 0 1,383
Rental income 26,800 0 0 29,638 56,438
TOTAL OPERATING REVENLUE 27,265 355,627 194,392 52,197 629,481
OPERATING EXPENSES
General government 8,808 31,950 T 197,658 0 238,416
Public Works:

Sanitation 0 360,287 0 0 360,287
Debt service 18,000 1] 0 4] 18,000
Interest expense 468 0 0 0 468
Depreciation expense 15,192 0 0 1,932 17,124
Culture and recreation 0 0 0 63,202 63,202

TOTAL OPERATING EXPENSES 42,468 392,237 187,658 65,134 697,497
OPERATING INCOME (LOSS) (15,203) (36,610} {3,266) {12,937} {68.016)
NONOPERATING INCOME

Properiy donations 0 0 39,080 0 39,080
NONOPERATING INCOME 0 0 35,080 0 39,080
NET INCOME (LOSS) {15,203) (36,610) 35,814 (12,937) {28,936)

RETAINED EARNINGS/FUND BALANCES
AT BEGINNING OF YEAR 129,057 123,665 880,724 21,629 1,165,075

RETAINED EARNINGS/FUND BALANCES

AT END OF YEAR § 113,854 § 87,065 % 926,538 § 8,692 § 1,136,139

See accompanying notes,




CITY OF MONESSEN

AND PENSION TRUST FUNDS

Year Ended December 31, 2003

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

Nonexpendable Trust Funds

Fire Truck
Police Drivers' Nonuniformed
Pension Pension Fension
{ Fund Fund Fund Totals
¢ REVENUE
) Earnings on invesiments 3 371,158 § 118,325 $ 148,076 $ 637,559
[ Contributions 272,807 29,625 . 93,517 395,949
TOTAL REVENUE 643,965 147,950 241,593 1,033,508
""" EXPENSES
Administration 37,066 14,974 0 52,040
Benefits 186,480 57,493 9,915 253,888
{- TOTAL EXPENSES 223,546 72,467 9,915 305,928
NET INCOME 420,419 75,483 231,678 727,580
E FUND BALANCES
: AT BEGINNING OF YEAR 1,842,842 587,651 782,683 3,213,176
FUND BALANCES
ATENDOFYEAR § 2,263,261 § 663,134 $ 1,014,361 § 3,940,756

See accompanying notes.
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CITY OF MONESSEN
COMBINING STATEMENT OF CASH FLOWS -
ALL PROPRIETARY FUND TYPES

Year Ended December 31, 2003

Proprietary Fund Types

Mon Valley Redevelopment Monessen
Monessan Refuse Authority Civic
Parking Disposal of the Cily Recreation
Authority Authority of Monessen Authority Totals
CASH FLOWS FROM CPERATING ACTIVITIES
Net income {loss) $ (15,203) % (36,610} % 35814 % (12,937) § (28,936)
Adjustment to reconcite excess revenue over (under)
expensas to net cash provided by operating
activities:
Depreciation expense 15,192 0 0 1.932 17,124
Donated property 0 0 {39,080) 0 {39,080}
Changes in:
Loans receivable 0 0 95,862 0 99,962
Accounts receivable 0 0 0 (887) (887)
Accounts payable 0 0 (3,388) 3,000 {388}
Bank overdraft 0 0 t 193 193
Accrued payroll taxes 0 {6) 0 0 (6)
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES {11} {36,616) 93,308 (8,699) 47,982
CASH FLOWS FROM INVESTING ACTIVITIES
Redemption of investments, net 561 37,025 0 0 37,586
NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES 561 37,025 o} 0 37,586
CASH FLLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchase of fixed assets 0 0 0 (3.540) (3,540}
NET CASH PROVIDED (USED) BY CAPITAL AND-
RELATED FINANCING ACTIVITIES 0 0 0 {3,540) {3,540)
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 550 409 93,308 {12,239) 82,028
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 742 16,369 143,877 12,239 173,227
CASH AND CASH EQUIVALENTS AT
END OF YEAR § 1.292 % 16,778 % 237,185 % 03 255,255
SUPPLEMENTAL DISCLOSURES OF CASH
FLOW INFORMATION
Interest $ 468 § oS o0 3% c 3 468
See accompanying notes.
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[ CITY OF MONESSEN
COMBINING STATEMENT OF CASH FLOWS -
PENSION TRUST FUNDS

Year Ended December 31, 2003

Nonexpendable Trust Funds

Fire Truck
Police Drivers' Nenuniformed
- Pension Pension Pension
Fund Fund Fund Totals

CASH FLOWS FROM OPERATING ACTIVITIES
.. Net income $ 420419 § 75,483 § 231678 § 727,580
: Adjustment to reconcile excess revenue over (under)

expenses to net cash provided by operating

activities:
£ Changes in:
Accounts receivable 0] ) 0 (21,587) {21,587}
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES 420,419 75,483 210,091 705,953
CASH FLOWS FROM INVESTING ACTIVITIES
Redemption (purchase) of investments, net (190,391) {28,976) {210,091) (459,458}
NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES {190,391) (58,976) (210,091) {459,458)
{ ' NET INGREASE (DECREASE) IN CASH AND
L. CASH EQUIVALENTS 230,028 16,507 0 246,535
CASH AND CASH EQUIVALENTS AT
{ BEGINNING OF YEAR 0 a 0 0

CASH AND CASH EQUIVALENTS AT
I : END OF YEAR § 230,028 % 16,507 & 0 3 248,535

{' See accompanying notes.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS

December 31, 2003
The City of Monessen, Westmoreland County, Pennsylvania, (the "City") was incorporated September
16, 1921, under the provisions of Third Class City Code, as amended. The City operates under a
Council form of government and provides the following services, as authorized by its charter: Public

Safety, Highways and Streets, Sanitation, Health and Social Services, Culture-Recreation, Public
Improvements, Planning and Zoning, and General Administrative Services.

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City conform to accounting principl‘es generally accepted in the United
States of America as applicable to governmental units. The following is a summary of the more
significant policies and practices of the City:

Reporting Entity:

As required by accounting principles generally accepted in the United States of America, the financial
statements of the reporting entity should include those of the City (the pnmary government) and its
component units.

The City used guidance contained in GASB Statement No. 14, "The Financial Reporting Entity," to
evaluate the possible inclusion of related entities (authorities, boards, councils, etc.) within its reporting
entity. The criteria used by the City for inclusion are financial accountability and the nature and
significance of the relationships. In determining financial accountability in a given case, the Gity
reviews the applicabiiity of the following criteria. The City is financially accountable for:

+ Organizations that make up the legal City entity.

» legally separate organizations if City officials appoint a voting majority of the organizations’
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 entitied to the organization's resources; (2)
is legally obligated or has otherwise assumed the obligation to finance the deficits of, or provide
support fo, the organization; or (3) is obligated in some manner for the debt of the organization.

* Organizations that are fiscally dependent on the City. Fiscal dependency is established if the

organization is unable to adopt its budget, levy taxes, set rates or charges, or issue bonded debt
without approval by the City.

12



CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Based on the foregoing criteria, the reporting entity has been defined to include ali the fund types and
account groups for which the City is financially accountable or for which there is another significant
relationship. The criteria of GASB, Codification Section 2100, have been examined as to the
relationship of the City to the Redevelopment Authority of the City of Monessen, the Monessen Parking
Authority, Monessen Civic Recreation Authority and the Mon Valley Refuse Disposal Authority. It has
been determined that these four entities are component units of the City. The component units are
blended as Proprietary Fund Types for reporting purposes. The Redevelopment Authority grants low
interest loans fo citizens and business owners located in the City of Monessen for the purpose of
redeveloping areas which have become blighted. The City Council of Monessen appoints Parking
Authority members. All obligations of the Parking Authority are guaranteed by the full faith and taxing
power of the City. The Monessen Civic Recreation Authority was formed by the City of Monessen and
the Monessen School District, both of which appoint members of the Authority Board. The City Council
of Monessen allocates a portion of the City budget to the Recreation Authority each year. The Mon
Valley Refuse Disposal Authority was formed by the City of Monessen and the Borough of North Belle
Vernon, both of which have voting members on the Authority Board.- Four members are from
Monessen and three members are from North Belle Vernon. Separate financial statements of the
component units may be obtained by contacting their offices.

Fund Accounting:

The accounts of the City are organized on the basis of funds or account groups, each of which is
considered to be a separate accounting entity. The operations of each fund or account group are
summarized by providing a separate set of self-balancing accounts, which include its assets, liabilities,
fund equity, revenues and expenses or expenditures. The funds are grouped into three fund types.
The following funds and group of accounts are used by the City.

GOVERNMENTAL FUND TYPES:
These fund types are used to account for most of the existing governmental functions. This category is
as follows:

General Fund:

This fund is established to account for resources devoted to financing the general services that
the City performs for its citizens. General tax revenues and other sources of revenue used to
finance the fundamental operations of the City are included in this fund. The fund is charged
with all costs of operating the government for which a separate fund has not been established.

13



.....

CITY OF MONESSEN

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Special Revenue Funds:

These funds are established to account for the proceeds of specific revenue sources other than
special assessments, expendable trusts, or major capital projects that are tegally restricted to
expenditures for specified purposes. Special Revenue Funds of the City are as follows:

Liquid Fuels

Off-Street Parking

Capital Reserve Fund

Small Communities Projects
Library Fund

Debt Service Fund:
This fund is established for the purpose of accumulating resources for the payment of interest

and principal on long-term general obligation debt other than those payable from other funds.

Capitaf Profect Funds:
These funds are established to account for major capital expenditures not financed by
Enterprise Funds, Internal Service Funds, or Trust Funds.

PROPRIETARY FUND TYPES -
These funds account for operations that are organized to be self-supporting through user charges. The

Proprietary Fund Types are as follows:

Monessen Parking Authority

Mon Valley Refuse Disposal Authority
Redevelopment Authority of the City of Monessen
Monessen Civic Recreation Authority

FIDUCIARY FUND TYPES -
These funds account for assets held by the City in a trustee capacity or as agent for individuals, other
governments and other funds. These funds are as follows:

Pension Trust Funds:

Funds established to provide pension benefits for City employees. The principal revenue
source for these funds is employer and employee contributions (includes Police, Fire Truck
Drivers and Nonuniformed Pension Funds).

14



CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Account Groups:
In addition to the three broad types of Governmental Funds, the City also maintains account groups as
described below:

General Long-Term Debt Account Group:

This is not a fund but rather an account group that is used to account for the outstanding
principal balances of general obligation bonds and other long-term debt not reported in
Proprietary Funds.

General Fixed Assets Account Group:
This is not a fund but rather an account group that is used to account for the General Fixed
Assets not reported in Proprietary Funds.

Basis of Accounting and Measurement Focus:
The basis of accounting determines when transactions and economic events are recognized in financial
statements, and measurement focus identifies which transactions and events should be recorded.

Governmental Fund Types use the modified accrual basis of accounting and the flow of expendable
financial resources (measurement focus). Under the modified accrual basis of accounting, revenues
are recorded when they are both measurable and available (often referred to as susceptible to accruat).
Revenues are measurable when they are subject to reasonable estimation, which the available criterion
is satisfled when revenues are collectible during the period and the actual collection will oceur either (a)
during the current period or (b) after the end of the period but in time to pay fund liabilities. The City
considers revenues to be available if they are expected to be collected within 60 days of the end of the
year. Those revenues susceptible to accrual are property taxes, charges for services and interest
revenues. Fines, permits and parking meter revenues are not susceptible to accrual because generally
they are not measurable until received in cash. Grants, entitements, and shared revenues are
recognized as revenue when they are susceptible to accrual. Expenditure-based grants are recognized
as revenue when the conditions of the grants are satisfied. Property tax revenues are recognized when
they are levied with proper allowances made for estimated uncollectible accounts and delinquent
accounts. Expenditures, if measurable, are recognized when they have used or are expected to use
current expendable financial resources, except unmatured interest on general long-term debt is
recognized when due.

Proprietary Funds and Fiduciary (Pension Trust) Funds use the accrual basis of accounting and the
flow of all economic resources (measurement focus). This basis of accounting and measurement focus
emphasizes the measurement of net income similar to the approach used by commercial enterprises,
and revenues are recorded when earned and expenses are recorded when incurred. Under this basis
of accounting and measurement focus, the City applies (a) all GASB pronouncements and (b) FASB
Statements and Interpretations, APB Opinions, and Accounting Research Bulletins issued on or before
November 30, 1989, except those that conflict with a GASB pronouncement,

15
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Budgets and Budgetary Accounting:

The budgetary data reflected in the general purpose financial statements is based on the annual
operating budget adopted by City Council for the fiscal year beginning January 1. This legally ordained
operating budget includes estimated receipts and proposed disbursements for the General, certain
Special Revenues (Liquid Fuels Fund, Capital Reserve Fund and Off-Street Parking Fund) and Debt
Service Funds on the modified accrual basis (GAAP Basis).

Within 31 days subsequent to the legal adoption of the budget, the Finance Director files a copy of the
budget with the Deparlment of Community and Economic Development of the Commonwealth of
Pennsylvania. Should supplemental budget appropriations be required, the City Council may, within
statutory limitations, authorize the transfer of funds between line items by means of a resolution
approved at a regularly scheduled Council meeting. Expenditures may not legally exceed budgeted
amounts at the line item level (see Combined Statement of Revenues, Expenditures and Changes in
Fund Balances - Budget and Actual - All Budgeted Governmental Fund Types).

The City does not budget all Special Revenue Funds and, accordingly, the applicable columns of the
Combined Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
exclude amounts relating to the unbudgeted funds.

Compensated Absences:
The City's vacation policy varies among city departments, but generally provides for accumulation of
between 0 and 20 days of vacation.

The policy, with respect to the accumulation of sick leave, varies among city departments, but generally
provides for accumulation of 125 days of sick leave.

As of December 31, 2003, the liability for accrued sick and compensatory leave is $162,096 and is
recorded in the General Long-Term Debt Account Group. The amount expected to be paid from
current resources is not significant.

Investments:

For funds other than Pension Trust Funds, State law allows the City to invest in obligations of the
United States of America, the Commonwealth of Pennsylvania or any agency or instrumentality of
either, which are secured by the full faith and credit of such entity. The law also allows for the City to
invest in certificates of deposit of banks, savings and loan associations and savings banks both within
and outside the Commonwealth of Pennsylvania provided such amounts are insured by the FDIC or
other like insurance and that deposits in excess of such insurance are collateralized by the depository.
The State also imposes limitations with respect to the amount of investmenits in certificates of deposit to
the extent that such deposits may not exceed 20% of a bank's total capital surplus or 20% of a savings
and loan association or savings bank's net assets.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

The law provides that the City's Pension Trust Funds may be invested in any form or type of investment
or financial instrument when determined by the City to be prudent.

Temporary cash investments and investments for all funds, except the Pension Trust Funds, are stated
at market value. Investments of the Pension Trust Funds are stated at fair value, in accordance with
the provisions of Statement 25 of the Governmental Accounting Standards Board.

The calculation of realized gains or losses is independent of a calculation of the net change in the fair
value of investments. Realized gains or losses on investments that have been held in more than one
fiscal year and sold in the current year were included as a net change in the fair value of investments
reported in the prior year(s) and in the current year.

Receivables:
All receivables are reported at their gross value and, where appropriate, are reduced by the estimated
portion that is expected to be uncollectible. -

Inventory:
The cost of inventory is recorded as an expenditure at the time individual inventory items are

purchased.

Fixed Assets:
Fixed assets used in governmental fund type operations are accounted for in the General Fixed Assets
Account Group, rather than in Governmental Funds. No depreciation has been provided on such fixed
assets. Depreciation on fixed assets in Proprietary Fund Types is computed on the straight-line basis
over their estimated useful lives of 5 - 39 years.

All fixed assets reported in the General Fixed Assets Group of accounts are stated at appraised value
as determined by an independent appraisal service. Donated property, plant, and equipment are
valued at their estimated fair value on the date donated. See Note D.

The City has adopted the accounting policy of not capitalizing "infrastructure” general fixed assets
(roads, bridges, curbs and gutters, streets and sidewalks, lighting systems, and similar assets that are
immovable and of value only to the City).

The City capitalized net interest costs and interest earned as part of the cost of construction of various
fixed assets when material. The amount of interest capitalized during the year was $0.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Long-Term Obligations:

Long-term debt is recognized as a liability of a governmental fund when due. For other long-term
obligations, only that portion expected to be financed from expendable available financial resources is
reported as a fund liability of @ governmental fund. The remaining portion of such obligation is reported
in the General Long-Term Debt Account Group.

Fund Balances: .

Reserves are those portions of fund balances that are not appropriate for expenditure or legally
segregated for a specific future use. Designated fund balances, if any, are established to indicate
tentative plans for future financial resource utilization.

Transfers;

Operating transfers between fund types are reported as other financing sources (uses) in each
respective fund. Nonrecurring or nonroutine permanent transfers of equity are reported as residual
equity transfers. '

Revenue from State and Federal Sources:

Revenues from federal and state agencies designated for payment of specific City expenditures are
recognized in the General Fund when the related expenditures are incurred. Any excess of revenues
or expenditures at the fiscal year-end is recorded as deferred revenue or a receivable, respectively.

Use of Estimates:
The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash and Cash Equivalents:
Cash and cash equivalents include investments in money market funds and highly liquid debt
instruments with original maturities of three months or less.

Total Columns on Combined Statements:

Total columns on combined statements are captioned "Memorandum Only" to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present financial position,
results of operations, or cash flows in conformity with accounting principles generally accepted in the
United States of America. Interfund eliminations have not been made in the aggregation of data.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE B - CASH AND INVESTMENTS

Deposits:
At December 31, 2003, the book balance of the City's restricted and unrestricted deposits was

$378,811 and the bank balance was $441,123. These amounts do not include the bank balances of
the Mon Valley Refuse Disposal Authority, Monessen Civic Recreation Authority, Monessen Parking
Authority, or the Redevelopment Authority of the City of Monessen whose collateralization information
is inciuded in separately issued financial statements at December 31, 2003. Of the bank balance,
$194,588 was covered by Federal Depository Insurance (Category 1) and $246,535 was covered by
collateral held by the City's agent in the agent's name (Category 3).

Deposit categories of credit risk are as follows:

1. Insured or collateralized with securities held by the entity or by its agent in the entity's
' name,
2. Coliateralized with securities held by the pledging financial institution's trust department
or agent in the entity's name.
3. Uncollateralized.

The following is a schedule of the City's deposits at December 31, 2002 categorized by risk:

Category Bank
Deposits 1 2 3 Balance
Cash $194.588 $0 $246.535 $441.123

Investments: |

The City is allowed to invest in (1) obligations of the United States or its agencies and instrumentalities;
(2) direct obligations of the Commonwealth of Pennsylvania or its agencies: (3) other obligations, the
principal of and interest on which are unconditionally guaranteed or insured by the Commonwealth of
Pennsylvania or the United States; (4) obligations of states, agencies, counties, cities and other political
subdivisions of any state that have been rated as to investment quality by a nationally recognized
investment rating firm and having received a rating of not less than "AA" or its equivalent; and (5) fully
collateralized direct repurchase agreements having a defined termination date.

The following amounts do not inciude the balances of the Mon Valley Refuse Disposal Authority or

Monessen Parking Authority whose collateralization information is included in separately issued
financial statements at December 31, 2003.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE B - CASH AND INVESTMENTS - CONTINUED

The aggregate investments in the Pension Trust Funds consist of the following at December 31, 2003
(Category 2):

Market
(Carrying Value)
Mutual funds;
Fixed income:
Bond portfolio $ . 136,773
Equity portfolios 3,535,861
Total $ 3,672,634

NOTE C - PROPERTY TAXES

Property taxes levied for 2003 and unpaid are recorded as receivables, net of estimated uncollectibles.
The net receivables available to fund 2003 expenditures are recognized as revenue in 2003. The term
“available” means collectible within the current period, or soon enough thereafter, to be used to pay
liabilities of the current period. Net receivables estimated to be subsequently collectible are reflected
as deferred revenues. Prior year levies have been recorded using these same principles and
remaining receivables are evaluated annually.

The City's real estate tax is levied on the assessed value listed as of the prior December 31 by the
County Assessment Board for all property located in the City. Assessed values are established by the
County Assessment Board at approximately 100% of estimated market value beginning in year 1973.
The last valuation was completed as of December 31, 1972. The non-exempt assessed value (land

- and building) upon which the 2003 levy was based was $60,508,280, compared to the 2002 value of ‘

$61,797,860.

Real estate tax bills are rendered by the City in March of each year. Taxes are due by June 30 of each
year with a 2% discount awarded for payments made in March and April. Taxes are collected directly
by the City.

A 10% penalty is assessed for payments made subsequent to June 30. Taxes still uncollected as of

January 1 of the following year become delinquent. Delinquent taxes are considered fully collectible
and, therefore, no allowances for uncollectible taxes are provided.
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— CITY OF MONESSEN
""" NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

{ ) NOTE D - GENERAL FIXED ASSETS ACCOUNT GROUP

The General Fixed Assets Account Group is comprised of the following:

Building Equipment Total

Municipal Building $ 1,322,752 % 266,733 % 1,689,485
Hilltop Fire Station 264,963 12,660 277,623
City Garage 415,680 ~ 347,445 763,125
Civic Center 737,710 30,707 768,417
Monessen Elementary Center 0 13,090 13,090
City Park 213,583 14,538 228,121
City Park - Comfort Station and

. Storage Building 93,988 9,564 103,552
City Park - Storage Shed 2,353 0 2,353
City Park - Shelter #1 5,245 0 5,245
City Park - Shelter #2 12,420 0 12,420
City Park - Shelter #3 6,722 0 6,722
City Park - Footbridge 3,603 0 3,603

. City Park - Veterans Memorial 200,000 0 200,000
City Park - Shawnee Park 2,513 1,580 4,093
Police Radio Tower 0 10,625 10,625

TOTAL § 3,281,532 % 706,942 5 3,988,474

A summary of changes in General Fixed Assets for the year ended December 31, 2003 is as follows:

Balance Balance
January 1, 2003 Additions Disposals December 31, 2003
Building $ 3,281,532 § 0 5 0% 3,281,532
Equipment 583,367 123,575 0 706,942
TOTAL § 3,864,809 % 123575 § 0§ 3,088,474
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE E - ACCOUNTS RECEIVABLE, OTHER

Accounts receivable, other, at December 31, 2003, consists of the following:

General Proprietary Fiduciary
Sanitation Collection Fees Receivable - City of Monessen  § 168,358 § 0% 0
Sanitation Collection Fees Receivable - Mon Valley
Refuse Disposal Authority . 0 23,618 0
IRS Refund - Monessen Civic Recreation Authority 0 887 0
Pension Contribution Receivable - Pension Trust Fund 0 0 21,587
TOTAL § 168,358 § 24505 § 21,587

NOTE F - LOANS RECEIVABLE, RECIPIENTS

Loans receivable, recipients, at December 31, 2003 consists of the following:

Special
Revenues Proprietary
Rehabilitation Loans - Small Communities Projects 3 935,285 § 0
Enterprise Development Zone Program Loans -
Redevelopment Authority of the City of Manessen O 482 462
TOTAL § 935,285 § 482,462

Loans granted through the Small Communities Projects Fund are for the rehabilitation of owner
occupied properties in need of repair. Interest rates vary from interest free to 4% based on the
recipients income and family size. The loans have a twenty-year term and are collateralized by the
recipient's property. Loans granted under the City of Monessen Enterprise Development Zone
Program are to small businesses and industries. They can be used for the start-up of new businesses
or to improve or expand the facilities of an existing business. The loans have a 5% interest rate and a
five-year term that can be extended to ten years. The loans are collateralized by land, buildings and/or
equipment.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE G - PREPAID EXPENSES

Prepaid expenses at December 31, 2003 consists of the following:

Prepaid employee benefits - health insurance $ 38,322
Insurance - Workers' Cornpensation 44,508
Insurance - life 1,302
Police professional . 24,605
Public Dishonesty Bond 2,887
Equipment 30,022

TOTAL § 141,644

NOTE H - DEFERRED REVENUE

The City receives lump sum distributions through various grant programs administered by the
Pennsylvania Department of Community and Economic Development. The funds received are for
operation of various programs as authorized by the grant contracts. The unexpended balance of these
funds are recorded as deferred revenue. The deferred revenue will be recognized as it is expended
throughout the term of the program. Deferred revenue, at December 31, 2003 consists of the following:

General Fund:

Real estate taxes 3 181,319
Deferred grant money 8,898
Delinquent garbage 116,692
2003 Garbage fees collected in 2002 63,998

TOTAL $ 370,907
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE | - LONG-TERM DEBT

The following is a summary of long-term debt transactions with respect to notes, bonds and capital
lease obligations for the year ended December 31, 2003:

General Long-Term Debt Account Group:

Balance at
Beginning Balance at

of Year Additions Deductions End of Year
Notes Payable: :

General obligation term loan, interest at
5.20%, payabfe in annual instaliments of
$24,991 through June 1, 2006. (A) $ 87,683 % 0 35 20,932 § 66,751

General obligation term loan, interest at
4.62%, payable in annual installments of
$29,903 through May 1, 2006. (B) 105,290 0 ‘ 24,999 80,291

General obligation term loan, interest at
4.07%, payable in monthly instaliments of
$3,547 through July 2, 2005. (C) 104,195 0 42,388 61,807

Capital Leases Payable:

Equipment capital lease, interest at 6.55%,

payable in three annual instaliments of

$7,349 through May 2004. (D) 13,371 0 8,473 6,898

Equipment capital lease, interest at 4.11%,
payable in five annual installments of -
$19,762 through June 2008. (E) 0 87,510 0 87,510

Equipment capital lease, interest at 5.9%,

payable in one annual installment of

$10,000 and two annual installments of

$6,915 through February 2006. (F) 0 22,465 0 22,465

TOTAL &% 310,539 $ 109,975 § 94,792 § 325,722
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CITY OF MONESSEN
- NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE | - LONG-TERM DEBT - CONTINUED

The City also borrowed and repaid $200,000 under a tax anticipation note in 2003 at an interest rate of
1.81%.

(A) The loan was obtained May 15, 1997 for equipment purchases. The City will make ten
equal annual payments through 2006.

(B) The loan was obtained during 1999 for the Scenery Blvd. Capital Project. The City will
make seven equal annual payments through 2006.

(C) The loan was obtained July 2, 2002 for the 9" Street Park Project. The Redevelopment
Authority of the City of Monessen will make the monthly payments through July 2, 2005.

(D) During 2002, the City entered into a lease agreement with Laurel Capital Corporation for a
Chevy Impala police car. The City will make three equal annual payments through 2004.

(E) During 2003, the City entered into a lease agreement with Dollar Bank Leasing Corp. for a
dump truck. The City will make five equal annual payments through 2008,

(F) During 2003, the City entered into a lease agreement with Ford Motor Company for a Ford
Explorer. The City will make three annual payments through 2006.

r The annual requirements to pay principal and interest on all long-term debt outstanding at December
31, 2003, is as foliows:

General Long-Term

Debt Account Group

Principal Interest
2004 $ 121,035 § 13,529
2005 93,780 9,071
2006 73,734 5,643
2007 18,205 1,558
2008 18,968 795
L. Total $ 325,722 § 30,596

In addition to the debt summarized above, the City is a 60% guarantor of sewer revenue bonds issued
by the Mon Valley Sewage Authority for the advance refunding of serial revenue bonds in the original
amount of $4,305,000. The outstanding balance on the bonds at November 30, 2003 was $3,375,000,
of which the City guarantees $2,025,000.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE J - CITY OF MONESSEN RETIREMENT PLANS

The City sponsors and administers two contributory defined benefit pension plans and one defined
contribution pension plan covering substantially all the City's employees. These three plans are known
as the Paid Fire Truck Drivers' Pension Plan, Police Pension Plan and Monessen Employees' Pension
Plan. The financial statements of these plans are included as Fiduciary Trust Funds in the City's
annual general purpose financial statements.,

The City follows the requirements of Act 205 of 1984. Under the Aét, the City is eligible to receive state
aid to fund the amortization of its unfunded accrued actuarial liability over a 40 year period.

Summary of Significant Accounting Policies:

Basis of Accounting;:

The City's financial statements are prepared using the accrual basis of accounting. Plan participant
contributions are recognized in the period the contributions are due. Employer contributions to each
plan are recognized when due and the employer has made a formal commitment to provide the
contribution. Benefits and refunds are recognized when due and payable in accordance with terms of
the plan.

Method Used to Value Investments:

Investments are stated at fair value. Short-term investments are reported at cost, which approximates
fair value. Securities traded on a national. or international exchange are vatued at the last reported
sales price at current exchange rates.

Plan Descriptions and Contribution Information:

Membership of each plan consisted of the following as of January 1, 2003, the date of the latest

actuarial valuation:
Police Fire Nonuniformed

Retirees and beneficiaries

receiving benefits 22 3 0
Terminated plan members

entitled to but not yet

receiving benefits 1 1 3
Active plan members 14 0 22
Total 37 4 25

Police Pension Plan:

Plan Description: The Plan is a contributory single-employer defined benefit pension plan that covers all
full-time members of the Police Force. Normal retirement, disability and death benefits are provided by
ordinance. PA Act 205 and City Council ordinances assign the authority to establish and amend the
benefit provisions of the Plan.
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE J - CITY OF MONESSEN RETIREMENT PLANS - CONTINUED

Contributions: Plan members are required to contribute 4% of base pay plus $1.00 per month.
Required total contributions to the Plan are amounts equal to the Minimum Municipal Obligation under
PA Act 205. This obligation may be met by contributions provided by state aid, the City or employee
contributions. The total amount required for 2003 is $247,841.

Paid Fire Truck Drivers' Plan:

Plan Description: The Plan is a contributory single-employer defined benefit pension plan that covers
all full-ime members of the Bureau of Fire. Normal retirement, ‘disability and death benefits are
provided by ordinance. PA Act 205 and City Council ordinances assign the authority to establish and
amend the benefit provisions of the Plan.

Contributions: Plan members are required to contribute 4% of base pay plus $1.00 per month.
Required total confributions to the Plan are at least equal to the Minimum Municipal Obligation under
PA Act 205. This obligation may be met by contributions provided by state aid, the City or employee
contributions. The total amount required for 2003 is $29,4886.

Monessen Employees' Pensicn Plari:

Plan Description: The Plan is a contributory single-employer defined contribution pension plan that
covers all non-uniform officers and employees that are eligible for membership. Normal retirement,
early disability and death benefits are provided by ordinance. PA Act 205 and City Council ordinances
assign the authority to establish and amend the benefit provisions of the Plan.

Contributions: Plan members are required to contribute 5% of their base pay. The City is required to
contribute 8% of the participant's base pay. The City's total payroll for the current year was $1,536,970
and the City's contributions were based on a payroll of $719,300. The City and covered employees
made the required contributions of $57,552 and $35,965, respectively.

Schedule of Funding Progress and Employer Contributions can be found on pages 34 - 35
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CITY OF MONESSEN

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE J - CITY OF MONESSEN RETIREMENT PLANS - CONTINUED

Information presented in the required supplemental schedules was determined as part of the actuarial
valuations at the date indicated. Additional information as of the latest valuation date (January 1, 2003)

is as follows:

Actuarial Information:

Valuation Date
Actuarial Cost Method

Amortization Method
Remaining Amortization
Period

Asset Valuation Method
Actuarial Assumptions:
Investment rate of return
Projected salary
increases

Actuarial Information:

Unfunded (overfunded)
actuarial accrued
liability (unaudited):

Total actuarial accrued liability

Less net assets available for
benefits, at fair value (per
actuarial report)

Unfunded (overfunded)
actuarial accrued liability
(January 1, 2003)

Unfunded (overfunded)
actuarial accrued liability
(January 1, 2001)
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Police Fire
01/01/03 01/01/03
Entry Age Entry Age

Normal Cost Normal Cost
Level Dollar Level Dollar
10 Years 17 Yearé
Fair Value Fair Value

7.5% 7.5%

5% 5%
Police Fire

3,656,445 § - 670,007

2,211,410 696,590

1,445,035 $ (26,583)

1,364,171  § (45,159)




CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE K - COMMITMENTS AND CONTINGENCIES

In the normal course of business, the City is subject to various contingent liabilities arising from
litigation. The City does not anticipate future losses, if any, as a result of these transactions to be
material to the City's financial statements.

Under the terms of federal and state grants, periodic audits are required and certain costs may be
questioned as not being appropriate expenditures under the terms of the grants. Such audits could
lead to reimbursement to the grantor agencies. City management believes such disallowances, if any,
will be immaterial.

The City is exposed to various risks of losses related to torts, theft, damage, destruction of assets,
errors and omissions; injuries to employees, and natural disasters. The City manages these risks
through coverage from commercial insurance companies.

NOTE L - MONESSEN PARKING AUTHORITY: FUTURE LEASE RENTALS RECEIVABLE AND
BONDS OUTSTANDING

The Authority issued parking revenue bonds, Series of 1965, to provide the principal funds to acquire
certain additional tracts of land in Monessen and to develop the same as additional off-street parking
facilities (herein called the "Capital Addition No. 1"), and to refund the old bonds, Series of 1965. The
aggregate principal amount of the Series of 1965 Bonds was $478,000.

The lease in effect for the year ended December 31, 2003, provides that the City of Monessen shall pay
to the Monessen Parking Authority, as rentals hereunder, the sum of $13,400 on March 15 and
September 15, thereafter to and including September 15, 2004. Such rentals shall be payable only out
of the current revenues of the City for each year during the term of this agreement. The City shall
assume the payment of and shall punctually and faithfully pay, as if the City were primarily liable for the
same, all taxes and assessments against the Authority.

The following is a summary of the Authority's long-term debt transactions for the year ended December
31, 2003:

Debt outstanding January 1, 2003 3 18,000
Less: Retirements and repayments (18,000)
Debt outstanding December 31, 2003 3 0
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CITY OF MONESSEN
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2003

NOTE L - MONESSEN PARKING AUTHORITY: FUTURE LEASE RENTALS RECEIVABLE - AND
BONDS OUTSTANDING - CONTINUED

Interest on the Series of 1965 Bonds, was payable semi-annually at a rate ranging from 3.125 percent
to 3.90 percent. The principal was due semi-annually on May 1 and November 1. The bonds were
paid in full November 1, 2003 and, accordingly, the lease rentals receivable was zero at December 31,
2003.

NOTE M - FUND EQUITY

Reservations of fund balance of Governmental Funds are established to either (1) satisfy legal
covenants that require that a portion of the fund balance be segregated or (2) identify the portion of the
fund balance that is not appropriate for future expenditures. Specific reservation of the fund balance
accounts are summarized below: '

Reserve for Specific Purposes:
Reserve for specific purposes includes amounts that have been reserved in the Debt Service and

Enterprise Funds.

Reserve for Retirement System:
The reserve for retirement system was created to restrict the use of all resources contributed to or
earned by the Pension Trust Funds. State statues require that such a fund balance be fully reserved.

NOTE N - NEW REPORTING STANDARDS

In June 1999, the Government Accounting Standards Board ("GASB") issued Statement 34, "Basic
Financial Statements and Management's Discussion and Analysis for State and Local Governments."
This statement established new financial reporting requirements for state and local governments
throughout the United States. When implemented, it will require new information and restructure much
of the information that governments presented in the past. Comparability with reports issued in prior
years will be affected. The City is required to implement this standard for the fiscal year ending
December 31, 2004. The City has not yet determined the full impact that adoption of GASB Statement
34 will have on the financial statements.
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CITY OF MONESSEN
COMBINING BALANCE SHEET -
ALL PROPRIETARY FUND TYPES

December 31, 2003

Monessen
Monessen Mon Valley Redevelopment Civic
Parking Refuse Disposal Authority of the Recreation
Authority Authority City of Monessen Authority Total
ASSETS
CURRENT ASSETS
Cash and cash equivalents i 1,292 § 16,778 & 237,185 § (1 255,255
Investments 47,026 77,000 0 0 124,026
Accounts receivable 0 23618 0 887 24,505
Future lease rentals receivable 0 1] 0 0 0
TOTAL CURRENT ASSETS 48,318 117,396 237,185 887 403,786
NONCURRENT ASSETS
Loans receivable 0 0 T 482,462 0 482,462
Property held for redevelopment 0 0 209,147 0 209,147
TOTAL NONCURRENT ASSETS 0 0 691,609 0 691,609
FIXED ASSETS 607,669 60,759 0 21,705 680,134
Less: Accumulated depreciation (542,133} (60,758) 0 {10,708} (613,600}
NET FIXED ASSETS 65,536 0 0 10,998 76,534
TOTAL ASSETS § 113,854 § 117,396 § 928,794 § 11,885 $ 1,171,929
LIABILITIES AND RETAINED EARNINGS
LIABILITIES
Bank overdraft 3 0§ 0§ 0 & 193 § 193
Accounts payable 0 30,024 2,256 3,000 35,280
Accrued liabilities 0 317 1} 0 317
Parking Revenue Bonds, Series of 1865 0 8] Q 0 0
TOTAL LIABILITIES 0 30,341 2,256 3,193 35,790
RETAINED EARNINGS
Unreserved 4] 87,055 926,538 8,692 1,022,285
Reserved by Parking Authority Trust
Indenture 113,854 Y 0 0 113,854
TOTAL RETAINED EARNINGS 113,854 87,055 926,538 8,692 1,136,139
TOTAL LIABILITIES AND
RETAINED EARNINGS $ 113.854 § 117,396 $ 928,794 % 11,885 § 1,171,929

See accompanying notes,

32



s CiTY OF MONESSEN
COMBINING BALANCE SHEET -
= ALL FIDUCIARY FUND TYPES - PENSION TRUST FUNDS

December 31, 2003

r Police Fire Truck Nonuniformed
Pension Drivers' Pension Pension
Fund Fund Fund Total
i ASSETS
Cash 5 230,028 § 16,507 § 03 246,535
Investments 2,033,233 646,527 992,774 3,672,634
Contribution receivable 0 0 21,587 21,587
TOTAL ASSETS 2,263,261 663,134 1,014,361 3,940,756
-
E FUND BALANCE
. Reserved for employee pension benefits 2,263,261 663,134 1,014,361 3,940,756
. TOTAL FUND BALANCE 2,263,261 663,134 1,014,361 3,940,756
s TOTAL LIABILITIES AND FUND BALANCE 2,263,261 % 663,134 § 1,014,361 § 3,940,756

See accompanying notes.
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— CITY OF MONESSEN

December 31, 2003

HISTORICAL TREND AND FUNDING PROGRESS INFORMATION -
— PENSION TRUST FUNDS (UNAUDITED)

— required disclosure.

Five-Year Trend |nformation

Plan

Police Pension Plan:

Fire Truck Drivers' Pension:

Year Ending

December 31, 1998
December 31, 1999
December 31, 2000
December 31, 2001
December 31, 2002

December 31, 1998
December 31, 1999
December 31, 2000
December 31, 2001
December 31, 2002

34

The following five-year historical trend and funding progress information is designed to provide information
about the progress of the various plans in accumuiating sufficient assets to pay benefits when due and is

Annual Percentage

Fension Cost of APC Net Pension

(APC) Contributed Obligation
214,188 100% 0
235,441 100% 0
238,237 101% 2,492
241,408 99.9% (2,397)
245,009 998.9% (2,295)
58,264 100% 0
56,820 100% 0
48,055 100% 0
45,088 100% 0
22,428 100% 0
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CITY OF MONESSEN
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

December 31, 2003

NOTE A - BASIS OF ACCOUNTING

The Schedule of Expenditures of Federal Awards is prepared on the accrual basis of accounting which
recognizes income in the period it is earned and expenses in the period they are incurred,
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4/ HERBEIN+COMPANY, INC.

CERTIFIED PUBLIC ACCOUNTANTS

Members of PKF North American Network, Pennsyivania Institute of CPAs,
American Institute of Certified Public Accountants Div. of CPA Firms/SEC & Private Practice Sections
www. herbein.com

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of City Council

of the City of Monessen
Monessen Pennsylvania

We have audited the general purpose financial statements of the City of Monessen, (the "City") as of
and for the year ended December 31, 2003, and have issued our report thereon dated May 14, 2004,
which is qualified because as discussed in Note A to the financial statements, the City of Monessen has
consistently valued the assets in the General Fixed Assets Account Group at appraised value rather
than at historical cost, as prescribed by accounting principles generally accepted in the United States of
America. We conducted our audit in accordance with 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.

Compliance
As part of obtaining reasonable assurance about whether the City's financial statements are free of

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statements 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 that are required to be reported under
Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. OQur
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is
a condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters invoiving
the internal control over financial reporting and its operation that we consider to be material
weaknesses.

HERBEIN4-COMPANY, INC. 38

One North Shore Center 12 Federal Street. Suite 300 Pittsburgh, PA 15212 Telephone: 412-392-2345  Facsimile: 412-392-2379
pittsburgh@herbein.com

Other Offices: READING POTTSTOWN GREENSBURG WYOMISSING
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HERBEIN-+COMPANY, INC.

CERTIFIED PUBLIC ACCOUNTANTS

This report is intended solely for your information and use and for the information and use of
management, the Department of Housing and Urban Development and officials of federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

%/LL/M e ()mﬁfm%, _%”"‘

Pittsburgh, Pennsylvania
May 14, 2004
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CERTIFIED PUBLIC ACCOUNTANTS

By
4 HERBEIN+COMPANY, INC.

Members of PKF North American Network, Pennsylvania Institute of CPAs,
- American Institute of Certified Public Accountants Div. of CPA Firms/SEC & Private Practice Sections
www.herbein.com

- REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TC EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

e To the Honorable Mayor and
Members of City Council
of the City of Monessen

Monessen, Pennsylvania

Compliance
We have audited the compliance of the City of Monessen (the "City") with the types of compliance

requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133

Compliance Supplement that are applicable to its major federal programs for the year ended December

{ 31, 2003. The City's major federal program is identified in the summary of auditor's results section of

' the accompanying Schedule of Findings and Questioned Costs. Compliance with requirements of

laws, regulations, contracts, and grants applicable to its major federal program is the responsibility of

[ the City of Monessen's management. Our responsibility is to express an opinion on the City's
[ compliance based on our audit.

{ 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 Generai 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

i 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'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. Our audit does not provide a legal determination of the City's compliance with
those requirements.

In our opinion, the City complied, in all material respects, with the requirements referred to above that
are applicable to its major federal program for the year ended December 31, 2003.

L. HERBEIN+COMPANY, INC. 40
One North Shore Center 12 Federal Street, Suite 300 Pittsburgh, PA 15212 Telephone: 412-392-2345  Facsimile: 412-392-2379
pittsburgh@herbein.com

Other Offices: READING POTTSTOWN GREENSBURG WYOMISSING



HERBEIN+COMPANY, INC.

CERTIFIED PUBLIC ACCOUNTANTS

Internal Controf over Compliance

The management of the City is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the City's internal control over
compliance with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance
and to test and report on the internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in
the internal control over compliance that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material weaknesses. A
material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be material in relation to a
major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving
the internal control over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for your information and use and for the information and use of
management, the Department of Housing and Urban Development and officials of federal awarding
agencies and pass-through entities, as appropriate, and it is not intended to be and should not be used
by anyone other than these specified parties.

Waikiie ﬂmw‘am%, e

Pittsburgh, Pennsylvania
May 14, 2004
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CITY OF MONESSEN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

December 31, 2003

Section 1 - Summary of Auditor's Results

Financial Statements :

Type of auditor's report issued: Qualified because fixed assets are stated
at appraised value rather than at historical
cost as prescribed by accounting
principles generally accepted in the
United States of America.

Internal control over financial reporting:

Material weakness(es) identified? . yes X no
Reportable condition(s) identified not considered to be
material weaknesses? yes X none reported

Noncompliance material to financial statements noted? yes X no

Federal Awards
Internal Control over major programs:
Material weakness(es) identified?
Reportable condition{s) identified not considered to be
material weaknesses? yes X none reported

yes X no

Type of auditor's report issued on compliance for major
programs: Unqgualified

Any audit findings disclosed that are required to be
reported in accordance with Circular A-133, Section
510(a)? yes X no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

14.228 ' Community Development Block Grant Awards
Dollar threshold used to distinguish Type A and Type B

programs: $300.000

Auditee qualified as low-risk auditee? yes X_no
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CITY OF MONESSEN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2003

Section Il - Financial Statement Findings

There were no financial statement findings.
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[ CITY OF MONESSEN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2003

Section lil - Federal Award Findings and Questioned Costs

There were no federal award findings or questioned costs.
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g

CITY OF MONESSEN
STATUS OF PRIOR YEAR FINDINGS

Year Ended December 31, 2003

There were no prior year findings.
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