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Independent Auditor’s Report

To the Mayor and Members of City Council
City of Monessen
Westmoreland County, Pennsylvania

Ladies and Gentlemen:

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City
of Monessen, as of and for the year ended December 31, 2017, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements 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 accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the City’s preparation and fair presentation of the financial statements in order to

Canonshurg Office Tel 724.745.3543 Waynesburg Office Tel 724.852.1501 Wexford Office Tel 412.369.9992
179 East Pike Street Fax 724.745.3590 101 N. Woodland Ave. Fax 724.852.1502 6000 Babcock Blvd. Fax 412.774.2218
Canonsburg, PA 15317 Waynesburg, PA 15370 Pittsburgh, PA 15237
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design the audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the City’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.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of City of Monessen as of December 31, 2017
and the respective changes in financial position, and, where applicable, cash flows thereof and the
respective budgetary comparison for the General Fund for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on Pages i through vii be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise City of Monessen’s basic financial statements. The combining nonmajor fund
financial statements are presented for purposes of additional analysis and are not a required part of
the basic financial statements.

The combining nonmajor fund financial statements are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing



and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the combining nonmajor fund financial statements are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

CYPHER & CYPHER
Cypher % Cyphen
CERTIFIED PUBLIC ACCOUNTANTS

Canonsburg, Pennsylvania
August 16, 2018
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CITY OF MONESSEN
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2017

As management of the City of Monessen (City), Pennsylvania, we offer readers of the City’s financial
statements this narrative overview and analysis of the financial performance of the City for the
fiscal year ended December 31, 2017. Please read this Management’s Discussion and Analysis in
conjunction with the financial statements which follow in order to obtain a thorough understanding
of the City’s financial condition at December 31, 2017.

FINANCIAL HIGHLIGHTS

> The City’s net position, as presented, was $1,209,438 at December 31, 2017, a decrease of
$(1,281,884) from 2016.

» At the end of the current fiscal year, the City had total bonds, notes, and leases outstanding
of $6,952,108.

» The real estate tax millage rate remained at 37.43 mills for 2017.
OVERVIEW OF THE FINANCIAL STATEMENTS

This overview is intended to serve as an introduction to the City’s basic financial statements. The
City’s basic financial statements are comprised of three components: 1) government-wide financial
statements; 2) fund financial statements; and 3) notes to financial statements. This report also
contains other required supplementary information and supplementary information in addition to
the basic financial statements themselves.

Government-wide Financial Statements - The government-wide financial statements are designed
to provide readers with a broad overview of the City’s finances, in a manner similar to a private-
sector business. These statements report on the City’s net position and how they have changed.

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

The statement of activities presents information showing how the City’s net position changed
during the fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods.

The government-wide financial statements indicate that the functions of the City are principally
supported by taxes and intergovernmental revenue (governmental activities.) The City also
participates in a function that is intended to recover all or a significant portion of its costs through

i
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user fees and charges (business-type activities). The governmental activities of the City encompass
general government, public safety, public works, culture and recreation, and debt service activities.
The business-type activities include the rental of the City’s Eastgate building. As of May 1, 2017 the
City’s Eastgate building has been sold.

Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City, like other
state and local government agencies, uses fund accounting to ensure and demonstrate compliance
with finance related legal requirements. The City reports governmental funds, proprietary funds,
and fiduciary funds.

Governmental Funds - Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financial requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures, and changes in fund balance provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City maintained ten governmental funds during 2017. Information is presented separately in
the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures, and changes in fund balance for the General Fund, which is considered a major fund.
The other governmental funds are the Liquid Fuels Fund, Canine Fund, Library Fund, Parks Fund,
Debt Service Fund, Small Communities Projects Fund, Line Usage Fee Fund, Recreation Board Fund
and Capital Projects Fund. Data from these other governmental funds are combined into a single,
aggregated presentation. Individual fund data for each of these other governmental funds is
provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for some of its governmental funds. A budgetary
comparison statement has been provided for the major fund to demonstrate compliance with this
budget.

The governmental financial statements can be found on pages 1 through 7 of this report.

Proprietary Funds - The City maintains one proprietary fund. An Enterprise Fund is used to report
the same functions presented as business-type activities in the government-wide financial
statements. The City uses an Enterprise Fund to account for its building rental operations.
Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail.



The basic proprietary fund financial statements can be found on pages 8 through 10 of this report.

Fiduciary Funds - Fiduciary funds are used to account for assets held in a trustee capacity. The City’s
fiduciary fund consists of its pension funds.

Fiduciary funds are reported on the accrual basis of accounting whereas revenues are recorded
when earned and expenses are recorded when a liability is incurred.

The fiduciary funds financial statements can be found on pages 11 through 12 of this report.
Notes to Financial Statements - The notes provide additional information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. The
notes to financial statements can be found on pages 13 through 39 of this report.

iii



FINANCIAL ANALYSIS OF THE CITY

As noted earlier, net position may serve over time as a useful indicator of a government agency’s
financial position. Net position increases when revenues exceed expenses. In the case of the City,
assets exceeded liabilities by $1,209,438 at the close of the fiscal year.

A condensed summary of the City’s net position at December 31, 2017 and 2016 is as follows.

VOOV IP PP PP OPPIVIP PP IV PP IV VVPIIPISIIDIOA

2017 2016 Variance
Assets and Deferred Outflows of Resources
Assets:
Current Assets 1,731,331 1,420,043 311,288
Capital non-current assets 11,444,141 11,546,683 (102,542)
Total Assets 13,175,472 12,966,726 208,746
Deferred Outflows of Resources 501,659 306,053 195,606
Total Assets and Deferred Outflows
of Resources 13,677,131 13,272,779 404,352
Liabilities, Deferred Inflows of Resources
and Net Position
Liabilities:
Current and other liabilities 621,539 591,186 30,353
Non-current liabilities 11,500,666 11,358,486 142,180
Total Liabilities 12,122,205 11,949,672 172,533
Deferred Inflows of Resources 345,488 15,907 329,581
Net Position:
Net Investment in capital assets 4,397,581 4,389,239 8,342
Restricted 496,371 277,285 219,086
Unrestricted (3,684,514) (3,359,324) (325,190)
Total Net Position 1,209,438 1,307,200 (97,762)
Total Liabilities, Deferred Inflows of
Resources and Net Position 13,677,131 13,272,779 404,352

iv
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Assets remained relatively consistent with the prior year. The Deferred Outflows and
Deferred Inflows are for the Police and Fire Truck Driver’s Pension Plans that was added with the
implementation of GASB Statement No. 68 in 2015.

The City has short-term obligations and they include accounts payable, unearned revenues,
liabilities payable from restricted assets, other postemployment benefits and long-term liabilities
that come due within one year. Increase in current and other liabilities was mainly due to increase
in accounts payable and current portion of capital leases.

The increase in non-current liabilities is mainly due to an increase in the net pension liability and the
new capital leases.

A condensed summary of the City’s change in net position for the fiscal years ended December 31,
2017 and 2016 for all funds is as follows:

Governmental Activities Business-type Activities Totals

2017 2016 2017 2016 2017 2016
Program Revenues:
Charges for Services $ 1,804,050 $ 1,600,040 S 37,881 S 105,554 $1,841,931 $1,705,594
Grants and Contributions 824,236 1,039,083 824,236 1,039,083
General revenues and transfers: - -
Real estate taxes 2,173,830 2,215,439 2,173,830 2,215,439
Earned income taxes and otherta 731,148 737,793 731,148 737,793
Investment earnings 13,966 432 3,269 527 17,235 959
Miscellaneous Income (85,967) 181,292 (746,927) 3,521 (832,894) 184,813
Transfers 236,750 80,000 (236,750) (80,000) - -
Total Revenues 5,698,013 5,854,079 (942,527) 29,602 4,755,486 5,883,681
Program Expenses:
General Government 2,329,611 2,146,402 2,329,611 2,146,402
Public Safety 980,969 921,637 980,969 921,637
Health and Sanitation 963,440 987,570 54,286 231,881 1,017,726 1,219,451
Highways and Streets 488,532 403,671 488,532 403,671
Culture and Recreation 131,067 280,916 131,067 280,916
Capital 478,198 449,736 478,198 449,736
Conservation and Development 297,898 253,845 297,898 253,845
Intereston Long Term Debt 313,369 317,186 313,369 317,186
Total Program Expenses 5,983,084 5,760,963 54,286 231,881 6,037,370 5,992,844
Change in Net Position (285,071) 93,116 (996,813) (202,279) (1,281,884) (109,163)
Net Position - beginning 1,307,200 1,207,073 1,184,122 1,365,825 2,491,322 2,572,898
Prior Period Adjustment 7,011 20,576 - 27,587
Net Position - ending $1,022,129 $1,307,200 $ 187,309 51,184,122 $1,209,438 $2,491,322

Overall, the City had an increase in revenue, as there were more grants and more charges for
service in 2017, though operating grants and contributions did increase. Expenses decreased in
2017 as a result of a decrease in highways and streets and a decrease in culture and recreation.
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements.

Governmental Funds - The focus of the City’s governmental funds is to provide information on near
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the City’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government agency’s net resources available for spending at the end of the fiscal year.

As of the end of 2017, the City’s governmental funds reported combined ending fund balance of
$151,070. (5402,919) of this amount constitutes unassigned fund balance.

BUDGETARY HIGHLIGHTS

During the year, actual General Fund revenues were 6.7%, or $(252,355), less than budgetary
estimates; expenditures were less than budgetary estimates by $(235,337) or 6.1%. The net change

in fund balance had a variance of $327,920 (actual versus budget) after calculating other financing
sources (uses).

A detailed budgetary comparison statement for the General Fund can be found on page 7 of this
report.

Revenue variances are the result of the city not receiving as much in licenses and permit fee
revenues as expected. Expenditure variances are the result of increased liabilities of the City at the
end of the year.

DEBT ADMINISTRATION
Long-Term Debt - At the end of the current fiscal year, the City had total bonds, loans, and leases

outstanding of $6,952,108. More detailed information about the City’s debt activity can be found in
Note 4 to the financial statements.

CAPITAL ASSETS
Capital assets can be found in Note 3 to the financial statements.
ECONOMIC OUTLOOK
As is the case with most local governments, the City is struggling to continue to provide its citizens
the same level of service that they have come to expect over the years. The City Council has taken

great strides toward restoring the City to a better economic condition. The City is keeping a close

eye on the state of the economy and its effect on the City’s budget. The majority of the City’s tax
base is residential.

vi
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The City residents take pride in their community and maintain their neighborhoods. The City
remains a very desirable place to live, work, and play.

The City Council and management continue to meet the ever increasing challenges of securing all
monies due to the City and controlling expenditures in an effort to continue to provide outstanding
service at a reasonable cost. The City offers many services, including the administration of police
and fire protection, parks and recreation, public works, finance, and planning. The City community
benefits from the coordination of these services and strong community leadership.

This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the City’s finances and to demonstrate the City’s accountability

for the money it receives. If you have questions about this report or need additional financial
information, please contact:

City Clerk

City of Monessen

1 Wendell Ramey Lane, Suite 400
Monessen, PA 15062

vil
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CITY OF MONESSEN

STATEMENT OF NET POSITION

ASSETS
Cash and Cash Equivalents
Investments
Delinquent Taxes Receivable
Other Taxes Receivable
Internal Balances
Other Receivables (Net)
Prepaid Expenditures
Long Term Receivables
Capital Assets (net)

TOTAL ASSETS

DEFERRED QUTFLOWS OF RESOURCES
Pension Related
Total Deferred Outflows of Resources

TOTAL ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES

LIABILITIES
Accounts Payable
Intergovernmental Payables
Accrued Salaries and Benefits
Accrued Interest Payable

Current Portion of Long-Term Liabilities

Unearned Revenues

Other Current Liabilities
Long-Term Liabilities:

Bonds and Notes Payable

Lease Purchase Obligations

Bond discount, net of amortization

Compensated Absences Payable

Net Pension Liability

Other Post Employment Benefit Liability

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Pension Related
Total Deferred Inflows of Resources

NET POSITION
Net Investment In Capital Assets
Restricted for:
Other Reserves
Unrestricted
TOTAL NET POSITION

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND NET POSITION

DECEMBER 31, 2017

Governmental Business
Activities Activities Total
253,711 S 7,710 S 261,421
107,727 107,727
1,217,290 1,217,290
6,943 6,943
5,473 (5,473)
73:573 6,759 80,332
57,618 57,618
190,000 190,000
11,254,141 11,254,141
12,976,476 198,996 13,175,472
501,659 501,659
501,659 501,659
S 13,478,135 S 198,996 S 13,677,131
160,596 S 5,204 S 165,800
13,152 13,152
38,345 38,345
23,831 23,831
232,049 232,049
108,222 108,222
33,657 6,483 40,140
6,620,000 6,620,000
100,059 100,059
(95,548) (95,548)
116,065 116,065
1,825,567 1,825,567
2,934,523 2,934,523
12,110,518 11,687 12,122,205
345,488 345,488
345,488 345,488
4,397,581 4,397,581
496,371 496,371
(3,871,823) 187,309 (3,684,514)
1,022,129 187,309 1,209,438
$ 13,478,135 & 198,996  $ 13,677,131

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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CITY OF MONESSEN
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017

Program Revenues Net (Expense) Revenue
Operating and Changes in Net Position
Charges Grants and Governmental Business-type
Expenses for Services Contributions Activities Activities Total
Governmental Activities
Depreciation - unallocated S 478,198 S S S (478,198) S $ (478,198)
General Government 550,092 159,967 46,219 (343,906) (343,906)
Public Safety 980,969 93,773 (887,196) (887,196)
Health and Sanitation 963,440 1,052,748 89,308 89,308
Highways and Streets 488,532 46,447 488,128 46,043 46,043
Public Works 7,338 {7,338) (7,338)
Community Development 290,560 (290,560) (290,560)
Culture and Recreation 131,067 5,600 (125,467) (125,467)
Employee Benefits, Insurance, and Miscellaneous 1,779,519 (1,779,519) (1,779,519)
Scholarship and Awards
Debt Service 313,369 (313,369) (313,369)
Total Governmental Activities 5,983,084 1,358,535 534,347 (4,090,202) (4,090,202)
Business Type Activities
Monessen Municipal Complex 54,286 37,881 (16,405) (16,405)
Total Business Type Activities 54,286 37,881 (16,405) (16,405)
Total Government 6,037,370 1,396,416 534,347 (4,090,202) (16,405) (4,106,607)
General Revenues
Taxes
Property Taxes 2,173,830 2,173,830
Other Taxes 731,148 731,148
Grants, Subsidies and Contributions, Unrestricted 280,889 289,889
Investment Earnings 13,966 3,269 17,235
Fees and Charges for Services 445,515 445,515
Miscellaneous Income (85,967) (746,927) (832,894)
Transfers Between Governmental Funds and Business Type Activities 236,750 (236,750)
Total General Revenues 3,805,131 (980,408) 2,824,723
Change in Net Position (285,071) (996,813) (1,281,884)
1,307,200 1,184,122 2,491,322

Net Position - Beginning

Net Position - Ending S 1,022,129 S 187,309 S 1,209,438

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEME NTS.
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CITY OF MONESSEN
BALANCE SHEET - GOVERNMENTAL FUNDS
DECEMBER 31, 2017

Governmental Funds

Non-Major
General Fund Funds Totals
ASSETS
Cash and Cash Equivalents 144,530 S 109,181 253,711
Investments (At Fair Value) 12,577 95,150 107,727
Taxes Receivable (Net) 1,224,233 1,224,233
Garbage Receivable (Net of Allowances)
Accounts Receivable (Net of Allowances) 34,381 39,192 73,573
Interfund Receivable 5,473 280,686 286,159
Prepaid Expenditures 57,618 57,618
TOTAL ASSETS 1,478,812 S 524,209 2,003,021
LIABILITIES AND FUND BALANCES
Liabilities:
Interfund Payable 280,686 S 280,686
Intergovernmental Payables 13,152 13,152
Accounts Payable 132,761 27,838 160,599
Accrued Salaries and Benefits 38,345 38,345
Unearned Revenues 1,325,512 1,325,512
Other Current Liabilities 33,657 33,657
Total Liabilities 1,824,113 27,838 1,851,951
Fund Balances:
Nonspendable:
Prepaid Expenditures 57,618 57,618
Assigned to:
Streets and Highways 5,049 5,049
Canine 11,098 11,098
Monessen Public Library 55 55
Parks 11,239 11,239
Small Community Projects 1,876 1,876
Sewer Repair and Maintenance 410,146 410,146
Recreation Board 8,091 8,091
Debt Service 48,817 48,817
Unassigned (402,919) (402,919)
Total Fund Balances (345,301) 496,371 151,070
TOTAL LIABILITIES AND FUND BALANCES 1,478,812 $ 524,209 2,003,021

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.



CITY OF MONESSEN
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2017

Total Fund Balances - Governmental Funds

Capital Assets used in Governmental Activities are not accounted for in the
Governmental Fund financial statements. The costs of the assets are $16,228,433 and
the accumulated depreciation is $4,974,292.

Long-term liabilities, including notes payable and lease purchase agreements, are not
due and payable in the current period and are not reported as liabilities in the funds.

Long-term liabilities, including accumulated compensated absences, are not due and
payable in the current period and are not reported as liabilities in the funds.

Accrued interest expense on long-term debt is not due and payable in the current
period and is not reported as a liability in the funds.

Delinquent property taxes receivable will be collected, but are not available soon

enough to pay for the current period's expenditures, and therefore are deferred in the
funds.

Net Pension Obligations are not due and payable in the current period and, therefore,
are not reported in the funds.

Other Post-Employment Benefit Obligations are not due and payable in the current
period and, therefore, are not reported in the fund.

Deferred outflows and inflows of resources related to pensions are applicable to future
periods and, therefore, are not reported in the funds.

Deferred outflows of resources related to pensions.

Deferred inflows of resources related to pensions.

Net Position - Governmental Activities

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.

$

151,070

11,254,141

(6,856,557)

(116,065)

(23,831)

1,217,290

(1,825,567)

(2,934,523)

501,659

(345,488)

S 1,022,129
4



'SINIWILVYLS TVIONVNIH 3STHL 40 LYV TWHOILNI NV 34V STLON ONIANYJINOIIY IHL

0/0°TST TLE'96Y S (Tog'sye) S
(z9t1'g) SRT'LLT (Lvv's8T)
Z€T'65T 980617 (rs8'6S)
88L'L¥T ve1T ¥99'9t¢
(rzz'e) (vez'z)
¥L6'8€C ¥er'T 0S8'LET
8€E0TT 8EQ'TT
(955°88) 796412 (8T5'90¢)
£07'301'S S68'7LST 80S'EEQ’E
80T 80¥'T
60E'StS #0T'PTS 50Z'TE
TEE'SOET TEE'SOE'T
£90'TET 78198 S88'trY
PE6°06T T9T'2S¢e €L1'8E

8EE'L 8EE'L
668'TSS 9S€'0€T EVS'TZE
OPP'E96 965 vEY ¥¥8'82S
161946 vET'T €95'6/6
088'7€9 292'95 819'84S
LV8'6TE’S LS8'T6L'T 066'9Z5'E
909'86 8TS'TE 880'99
TPT'E0ET Ly0'9ty S60'L58
9€T've8 v9L'v¥S TLV'6LT
996'€T 8v0'ZT 8T6'T

80C'LY 807'LY
680857 0S6°c 6ET VST
6VL'TEL 6VPT'TEL
TSP'Er0'T 0ES'ESL 1S 126'682'T S

S|ejo| spun4 |edausn
Jolen-uopn

SPUN{ [EIUBWUIBACG

Juipu3 - seouejeg pun4
Suiuuidag - saouejeg pund
sadueleg pund ul aduey) 1aN

(sasn) ss24nos Buppueuld JaylQ |e3o)
(1nQ) saaysuel) punpiaiu|
uj SI3jsuUel] punpaiu)
$135SYy paxid Jo 3|es
(sesn) s@a4nos Supueuld Jayio

sa.nipuadx3 JanQ
sanuaAay Jo (Axusidyaqg) ssedx3
sainipuadx] |eyo
SaNUIABY Je3 A Jold JO punjay
159491u| pue [edidulig
23IAI35 142
SNO3UE||3IS||N pUB ‘@IUeINSU| ‘s1Jauag aaAoldw]
Uol1Ba423y pue ainyn)
uawdojaasg Ajunwwo)
SHIOM 211qNd
5192415 pue shemysiy
uonejues pue yjjeay
A1ajes o1jgngd
JUBWIUIBAOY |BIIUID
sainilpuadx3

sanuanay |e10]
SNoaue||3dsiAl
s8ujuieg |eluswiedag
S3NUIA3Y |eIUaWLIBA0SIaIU|
S1UDY pue jsalaju|
S1194404 pue saul4
SlllWiad pue sasuad
sexe] dulqeus |eao’
SaxXe] 218157 |eay

SaNUaAaY

£T0T 'T€ ¥38NID3A AIANT ¥VIA IHL ¥O4
SANN4 TYLNIWNYIAOD - SIONVIVE ANNA
NI SIONVHD ANV SIUNLIANIXT ‘SINNIAIY 40 LNINILVLS

N3ISSINOW 40 ALID



CITY OF MONESSEN
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017

Total Net Change in Fund Balances - Governmental Funds 5 159,232

Depreciation Expense (478,198)

Capital outlays are reported in governmental funds as expenditures. In the statement of
activities, the cost of those assets is allocated over their estimated useful lives as depreciation
expense. 185,656

Some delinquent property taxes will not be collected for several months after the City's fiscal
year ends. They are not considered "available" revenues and are deferred in the governmental
funds. Deferred tax revenues increased by this amount this year. 130,379

Interest on long-term debt in the statement of activities differs from the amount reported in the
governmental funds because interest is recognized as the interest accrues regardless of when it is

due. 453

Notes issued during the current year are reported in the governmental funds as revenues and
expenditures. These items are not reported in the statement of activities. They constitute long-
term liabilities in the statement of net position. (20,960)

In the statement of activities, compensated absences are measured by the amounts earned
during the year. In the governmental funds, these items are measured by the amounts paid. (5,587)

Repayment of note and lease purchase agreement principal is an expenditure in the
governmental funds, but the repayment reduces long-term debt in the statement of net position. 226,297
Governmental funds report City pension contributions as expenditures. However, in the

Statement of Activities, the cost of pension benefits earned net of employee contributions is
reported as pension expense.

City pension contributions 308,154
Cost of benefits earned (790,497) (482,343)
Change in Net Position - Governmental Activities S (285,071)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.



Revenues
Real Estate Taxes
Local Enabling Taxes
Licenses and Permits
Fines and Forfeits
Interest and Rents

Intergovernmental Revenues

Departmental Earnings
Miscellaneous
Total Revenues

Expenditures
General Government
Public Safety
Health and Sanitation
Highways and Streets

Public Works

Community Development

Culture and Recreation

Employee Benefits, Insurance, and Miscellaneous

Debt Service

Principal and Interest
Refund of Prior Year Expenditures
Total Expenditures

Excess (Deficiency) of Revenues

Over Expenditures

Other Financing Sources (Uses)
Proceeds of Tax Anticipation Note
Repayment of Tax Anticipation Note

Disposal of Fixed Assets
Interfund Transfers In

Interfund Transfers (Out)
Total Other Financing Sources (Uses)

Net Change in Fund Balances
Fund Balances - Beginning

Fund Balances - Ending

CITY OF MONESSEN

BUDGETARY COMPARISON SCHEDULE
BUDGET VS ACTUAL - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2017

Over
Original Final Actual (Under)

Budget Budget (Budgetary Basis) Budget - Final
S 1,399,800 1,399,800 S 1,289,921 S (109,879)
692,000 692,000 731,149 39,149
211,200 211,200 254,139 42,939
53,500 53,500 47,208 (6,292)
100 100 1,918 1,818
248,850 248,850 279,472 30,622
764,395 764,395 857,095 92,700
409,500 409,500 66,088 (343,412)
3,779,345 3,779,345 3,526,990 (252,355)
410,343 410,343 578,618 168,275
941,721 941,721 975,563 33,842
535,378 535,378 528,844 (6,534)
732,845 732,845 321,543 (411,302)
3,125 3,125 7,338 4,213
38,773 38,773

23,172 23,172 44,885 21,713
1,422,261 1,422,261 1,305,331 (116,930)
31,205 31,205

1,408 1,408

4,068,845 4,068,845 3,833,508 (235,337)
(289,500) (289,500) (306,518) (17,018)
(5,000) (5,000) 5,000

2,500 2,500 11,038 8,538
292,000 292,000 237,850 (54,150)
(2,224) (2,224)

289,500 289,500 246,664 (42,836)
(59,854) (59,854)

(285,447) (285,447) (285,447)

S (285,447) (285,447) S (345,301) S (59,854)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.



CITY OF MONESSEN
STATEMENT OF NET POSITION - PROPRIETARY FUND
DECEMBER 31, 2017

Monessen
Municipal
Complex
ASSETS
Current Assets:
Cash and Cash Equivalents S 7,710
Accounts Receivable, net of allowance 6,759
Total Current Assets 14,469
Noncurrent Assets:
Long Term Receivables 150,000
Machinery and Equipment (Net of Depreciation)
Total Noncurrent Assets 190,000
TOTAL ASSETS S 204,469
LIABILITIES
Current Liabilities:
Due to Other Funds S 5,473
Accounts Payable 5,204
Other Current Liabilities 6,483
Total Current Liabilities 17,160
Total Liabilities 17,160
NET POSITION
Net Investment in Capital Assets
Unrestricted 187,309
Total Net Position 187,309
TOTAL LIABILITIES AND NET POSITION S 204,469

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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CHANGES IN FUND NET POSITION - PROPRIETARY FUND

Operating Revenues
Rent Revenue
Telephone Equipment Rental

Total Operating Revenue

Operating Expenses
Personnel Services
Occupancy
Communications and Copying
Supplies and Equipment
Depreciation

Total Operating Expenses

Operating Income (Loss)

CITY OF MONESSEN
STATEMENT OF REVENUES, EXPENSES AND

FOR THE YEAR ENDED DECEMBER 31, 2017

Non-Operating Revenues (Expenses)

Vending Machine Revenue
Interest Income
Miscellaneous Income
Judgements and Losses

Total Non-Operating Revenue and Expense

Income (Loss) Before Transfers

Contributions and Transfers
Transfers from Other Funds
Transfers to General Fund

Change in Net Position

Net Position - Beginning

Net Position - Ending

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.

Monessen
Municipal
Complex

S

37,131
750

37,881

28,440
1,420
1,665

22,761

54,286

(16,405)

419
2,850
1,189

(748,116)

(743,658)

(760,063)

1,100
(237,850)

(996,813)

1,184,122

$

187,309




CITY OF MONESSEN
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2017

SS3000003000000303009239303%239239792939%35539%2%2%293%7%29%7%2%93%39

Monessen
Municipal
Complex
Cash Flows from Operating Activities:
Cash Received from Customers S 39,741
Cash Paid to Suppliers for Goods and Services (36,386)
Net Cash Provided (Used) by Operating Activities 3,355
Cash Flows from Noncapital Financing Activities:
Net Cash Provided (Used) by Noncapital Financing Activities
Cash Flows from Capital and Related Financing Activities:
Net Cash Provided (Used) by Capital and Related Financing Activities
Cash Flows from Investing Activities:
Nonoperating Revenues 2,708
Nonoperating Expenses (21,178)
Net Cash Provided (Used) by Investing Activities (18,470)
Net Increase (Decrease) in Cash and Equivalents (15,115)
Balances - Beginning of the Year 22,825
Balances - End of the Year S 7,710
Cash Flows From Operating Activities:
Operating Income S (16,405)
Adjustments to Reconcile Net Income to Net
Cash Provided by Operating Activities:
Depreciation and Amortization 22,761
(Increase) Decrease in Accounts Receivable 1,860
Increase (Decrease) in Accounts Payable (4,861)
Total Adjustments 19,760
Net Cash Provided (Used) by Operating Activities S 3,355

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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CITY OF MONESSEN
STATEMENT OF FIDUCIARY NET POSITION - FIDUCIARY FUNDS
DECEMBER 31, 2017

Pension Trust Funds

Non-Uniform Fire Police Total

ASSETS

Cash and Cash Eqguivalents S S 18,984 S 213,724 S 232,708

investments 1,755,848 233,832 3,988,210 5,977,890

Other receivables 13,547 1,013 14,560

Prepaid Expenses 10,308 162,551 172,859
TOTAL ASSETS S 1,769,395 $263,124 S 4,365,498 $6,398,017
LIABILITIES

Other Current Liabilities

Total Liabilities

NET POSITION

Unrestricted 1,769,395 263,124 4,365,498 6,398,017
Total Net Position 1,769,395 263,124 4,365,498 6,398,017
TOTAL LIABILITIES AND NET POSITION S 1,769,395 $263,124 S 4,365,498 $6,398,017

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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CITY OF MONESSEN

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION - FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017

Pension Trust Funds

Non-Uniform Fire Police Total

Additions

Investment Earnings S 10,794 S 8,329 S 136,594 S 155,717

Gain on Investment 153,938 29,434 456,064 639,436

Contributions 142,578 13,200 322,278 478,056

Other Additions 453 453
Total Additions 307,763 50,963 914,936 1,273,662
Deductions

Distributions 193,393 44,070 379,317 616,780

Other Deductions 6,517 3,283 42,044 51,844
Total Deductions 199,910 47,353 421,360 668,623
Changes in Net Position 107,853 3,610 493,576 605,039
Net Position-Beginning of the Year 1,661,542 259,514 3,871,923 5,792,979
Net Position-End of the Year $ 1,769,395 $ 263,124 S 4,365,499 $6,398,018

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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City of Monessen
Notes to the Basic Financial Statements
Year Ended December 31, 2017

Note 1 —Summary of Significant Accounting Policies

The accounting policies of the City of Monessen conform to generally accepted accounting
principles as applicable to governmental units. The following is a summary of the more significant
policies:

The City is organized under laws of the Commonwealth of Pennsylvania. The City of Monessen was
incorporated September 16, 1921, under the provisions of the Third Class City Code, as amended.
And as such, the City is an independent entity.

A. Reporting Entity

The City is a primary government organized within the laws of the Commonwealth of Pennsylvania.
The City is governed by an elected City Council. It has the power of taxation and the ability to incur
long term debt.

In evaluating the City as a primary government in accordance with Governmental Accounting
Standards Board (GASB) Statement No. 61, “The Financial Reporting Entity,” management has
addressed all potential component units. Consistent with this Statement, the criteria used by the
City to evaluate possible inclusion of related entities within its reporting entity are financial
accountability and the nature and significance of the relationship. Upon review of this criteria, the
City determined that there were no potential component units that met the criteria for inclusion in
the reporting entity.

B. Basis of Presentation

The financial statements of the City of Monessen have been prepared in conformity with U.S.
generally accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB} is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles.

Following are the more significant of the City’s accounting policies.

The City’s basic financial statements consist of government-wide 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.

1. Government-Wide Financial Statements

The statement of net position and the statement of activities display 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 those activities of the City that are
governmental in nature and those that are considered business-type activities.

13
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The statement of net position presents the financial condition of the governmental and business-
type activities of the City at fiscal 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 activities and business-type activity. Direct expenses are those that are specifically
associated with a service program or department and, therefore, are clearly identifiable to a
particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program and grants and contributions that are restricted to meeting the operational
or capital requirements of a particular program. Revenues that are not classified as program
revenues are presented as general revenues of the City, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each
governmental function or business segment is self-financing or draws from the general revenues of
the City.

In the process of aggregating data for the statement of net position and the statement of activities,
some amounts that are reported as interfund activity and balances are eliminated.

2. Fund Financial Statements

During the fiscal year, 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. The focus of governmental and enterprise fund financial statements is on major funds. Each
major fund is presented in a separate column. Non-major funds are aggregated and presented in a
single column. Fiduciary funds are reported by type.

C. Fund Accounting

The City uses funds to maintain its financial records during the fiscal 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.

1. Governmental Funds

Governmental funds are those through which most governmental functions of the City 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 purposes for which they may or must be used. Current liabilities are assigned to the fund from
which they will be paid. The difference between governmental fund assets and liabilities is reported
as fund balance.

The General Fund and Line Usage Fee Fund are the City’s major governmental funds.
General Fund - The General Fund is the general operating fund of the City. It is used to account for
all financial resources, except for those required to be accounted for in another fund.

Line Usage Fee Fund — The Line Usage Fee Fund accounts for fees levied for the purpose of
maintaining and repairing sanitary sewer lines, as well as grants in order to make capital
improvements to the sewer system.

The other governmental funds of the City are used to account for other resources. These include
the Library Fund, the Small Community Projects Fund, the Canine Fund, the Debt Service Fund, the

Liquid Fuels Fund, and the Park Fund whose uses are restricted to particular purposes.

14
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2. Proprietary Funds

Proprietary fund reporting focuses on the determination of operating income, changes in net
position, financial position, and cash flows. The following is the City’s proprietary fund:

Enterprise Fund

The Enterprise Fund may be used to account for any activity for which a fee is charged to external
users for goods or services.

Municipal Complex

The Municipal Complex Fund accounts for rents received from the tenants in the City’s Municipal
Complex. The Fund accounts for all operational costs of the building, as well as any repairs and

maintenance on the building. This fund is the City’s only enterprise fund and it is reported as a
major fund.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with the proprietary fund’s principal ongoing operations. The principal operating
revenues of the City’s enterprise fund are sewer usage charges. Operating expenses for the City’s
enterprise fund include sewer facility repairs, supplies, administrative costs, and depreciation on

capital assets. All revenues or expenses not meeting this definition are reported as nonoperating
revenues and expenses.

3. Fiduciary Funds

Fiduciary fund reporting focuses on net position and changes in net position. The fiduciary fund
category is split into four classifications: pension trust funds, investment trust funds, private
purpose trust funds and agency funds. Trust funds are used to account for assets held by the City
under a trust agreement for individuals, private organizations, or other governments and are not
available to support the City’s own programs. Agency funds are custodial in nature (assets equal

liabilities) and do not involve measurement of results of operations.: The City maintains three
pension trust funds.

Trust Funds

Pension Trust Funds - Police Pension Fund, Fireman Pension Fund, and Non-Uniform Pension Fund -
These are trust funds established to account for revenues and pension expenditures to the City's
defined benefit plans and defined contribution plan. Pension trust funds are accounted for in
essentially the same manner as governmental funds.

D. Fixed Assets and Long-Term Liabilities:

The accounting and reporting treatment applied to the fixed assets and long-term liabilities
associated with a fund are determined by its measurement focus. All Governmental Funds and
Expendable Trust Funds are accounted for on a spending or "financial flow" measurement focus.
This means that only current assets and current liabilities are generally included on their balance
sheets. Their reported fund balance (net current assets) is considered a measure of "available
spendable resources". Governmental fund operation statements present increases (revenues and
other financing sources) and decreases (expenditures and other financing uses) in net current

assets.  Accordingly, they are said to present a summary of sources and uses of "available
spendable resources" during a period.

15
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E. Basis of Accounting:

F. Budgets and Budgetary Accounting:
The City follows these procedure

S in establishing the budgetary data reflected in the financial
statements.

Prior to December 31, the budget is legally enacted through passage of a resolution.

Formal budgetary inte

gration is employed as a management control device during the year for the
General Fund.

The budget for the General Fund j

s adopted on a basis consistent with generally accepted
accounting principles.
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Custodial Credit Risk - The City is permitted to invest funds consistent with sound business practices
in the following types of investments, certain money market mutual funds, and deposit accounts:

Obligations of (a) 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, (b) the Commonwealth of Pennsylvania or
any of its agencies or instrumentalities backed by the full faith and credit of the Commonwealth of
Pennsylvania, or (c) any political subdivision of the Commonwealth of Pennsylvania or any of its
agencies or instrumentalities backed by the full faith and credit of the political subdivision.

Act 20, a Pennsylvania law enacted in June of 1995, expands the allowable investment vehicles to
include certain money market mutual funds rated as "AAA" whose investments are limited to those
mentioned in the previous paragraph.

Deposits in savings accounts or time deposits or share accounts of institutions insured by the
Federal Deposit Insurance Corporation to the extent that such accounts are so insured and, for any
amounts above the insured maximum, provided that approved collateral as provided by law
therefore shall be pledged by the depository.

Interest Rate Risk — The City does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest
rates.

Concentration of Credit Risk — The City places no limit on the amount it may invest in any one issue.
Method to Estimate Fair Value - Investments are stated at fair market value.

Deposits

Below is a summary of the City’s deposits which are insured by the Federal Depository Insurance
Company, and those which are not insured or collateralized in the City’s name, but collateralized in
accordance with Act 72 of the Pennsylvania State Legislature, which requires the financial
institution to pool collateral for all government deposits and have the collateral held by an
approved custodian in the institution’s name.

FDI Pooled Bank Carrying
Insured Collateral Balance Amount
Cash and Deposits $261,091 $251,588 $512,679 $261,421

Investments

The investments of the City have been categorized to indicate the level of risk assumed by the City.
All investments are either investments, signifying that all are uninsured and unregistered, with
securities held by the counterparty, or by its trust department or agent but not in the City’s name;
or pooled investment funds which cannot be classified by risk category because they are not
evidenced by securities that exist in physical or book entry form.

17
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counterparty or its safekeeping department, the investment securiti
credit risk.

The City’s investments at December 31, 2017 consist of:

Carrying Fair
Amount Value/Contract

Value

e -

Pennsylvania Local Government Investment Trust S 107,727 S 107,727
Voya Financial 5,765,987 5,765,987
Valic Investments 211,903 211,903
Total S 6,085,617 S 6,085,617

The City Council has designated Voya Financial and Valic Investments as custodial and trustee of the
Township retirement assets. The City Council also has designated the Pennsylvania Local
Government Investment Trust to hold non-retirement assets for the City.

The Council has authorized investments in U.S. Government and agenc

Y securities, foreign
government bonds denominated in U.S. dollars and rated “AA,”

corporate bonds rated “A” or

participation. The Council specifically prohibits investments in commodities, mineral rights, and
options. Additionally, short-selling and margin purchase transactions are prohibited.

* Level 1 inputs: Level 1 inputs are quoted prices (unadjusted) for identical assets or liabilities in
active markets. A quoted price for an identical asset or liability in an active market (e.g., an equity

security traded on 3 major exchange) provides the most reliable fair value measurement and, if
available, should be used to measure the fair value in that particular market.

* Level 2 inputs: The Categorization of an asset/liability as Level 1 requires that it is traded in an
active market. If an instrument is not traded in an active market, it may fall to Level 2. Level 2
inputs are inputs that are observable, either directly or indirectly, but do not qualify as Level 1.

18
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e Level 3 inputs: Reporting entities may use unobservable inputs to measure fair value if relevant
observable inputs are not available, thereby allowing for situations in which there is little, if any
market activity for the asset or liability at the measurement date. These unobservable inputs are
considered Level 3.

Equity securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in
active markets for those securities.

Short-term investments are reported at amortized cost.

At December 31, 2017, the following table reflects the City’s total investment portfolio as well as
the valuation methods used:

MONESSEN INVESTMENT PORTFOLIO
As of December 31, 2017

FAIR VALUE MEASUREMENTS USING

INVESTMENTS BY FAIR VALUE LEVEL 2017 Level 1 Level 2 Level 3
Mutual Funds (Voya Financial) § 5765987 S§ 5,765,987
Total investments by fair value level 5,765,987 5,765,987

INVESTMENTS MEASURED AT CONTRACT VALUE

Mutual Funds (Valic Financial) 211,903

Total investments measured at Contract Value 211,903

INVESTMENTS AT OTHER THAN FAIR VALUE

Cash equivalents -
Total investments at other than fair value -
Total investments $ 5,977,890

Custodial Credit Risk

Custodial credit risk is the risk of loss resulting from the failure of the custodian such that the
trustee would not be able to recover the value of its investments or collateral securities in the
possession of the custodian.

The trustee is exposed to the risk of loss of investments due to errors and omissions on behalf of its
advisors is covered by the contractual obligation for the advisors to maintain errors and omissions
insurance. The investment managers also must provide proof of a fidelity bond covering the
advisor, the office, and its employees.

Credit Risk Concentration

Credit risk concentration is the risk of loss attributed to investments (other than those issued or
guaranteed by the U.S. Government) in any one organization that represented 5 percent or more of
the plan’s net position. The City had no single issuer that exceeded 5 percent of total investments
at December 31, 2017. Investment in mutual funds, external investment pools and other pooled
investments were excluded in accordance with GASB.
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Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of a
fixed income investment. The City had no actively managed long-term fixed income investments.

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of
an investment.

H. Interfund Receivables/Payables

During the course of operations, transactions sometime occur between individual funds for goods
provided or services rendered. These receivables and payables, to the extent they exist, are
classified as “Interfund Receivable” or “Interfund Payable” on the balance sheet.

I. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

J. Fund Balances

In accordance with Governmental Accounting Standards Board Statement #54, Fund Balance
Reporting and Governmental Fund Type Definitions, the City classifies governmental fund balances
as follows:

e Non-spendable — includes amounts that cannot be spent because they are either not
spendable in form or are legally or contractually required to be maintained intact. All
amounts reported as non-spendable at December 31, 2017 by the City are non-spendable in
form.

e Restricted — includes amounts that are restricted by external sources (creditors, laws of
other governments, etc.) or by constitutional provision or enabling legislation.

e Committed — includes amounts that can only be used for specific purposes. Committed
fund balance is reported pursuant to formal action taken by the Board of Supervisors, the
City’s highest level of decision making authority. Commitments may be modified or
rescinded only through resolutions approved by the Board of Supervisors.

» Assigned - includes amounts that the City intends to use for a specific purpose, but do not
meet the definition of restricted or committed fund balance. Amounts may be assigned by
the Administration and/or the Board of Supervisors.

® Unassigned — includes amounts that have not been assigned to other funds or restricted,
committed or assigned to a specific purpose within the General Fund.

When expenditure is incurred for purposes for which both restricted and unrestricted fund balance
is available, the City considers restricted funds to have been spent first. When expenditure is
incurred for which committed, assigned, or unassigned fund balances are available, the City
considers amounts to have been spent first out of committed funds, then assigned funds, and
finally unassigned funds, as needed, unless the City Board of Supervisors has provided otherwise in
its commitment or assignment actions.

Fund balances in the City’s major funds are $(345,301) for the general fund, consisting of $57,618

that is nonspendable for prepaid expenditures, and $(402,919) that is unassigned for daily
operational needs of the City.
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Fund balances in the City’s non-major funds consist of assigned amounts of $410,146 for sewer line
repairs and maintenance, $55 for the Monessen Public Library, $1,876 for Small Community
Projects, $11,098 for the Police Department Canine, 548,817 for debt service, $5,049 for highways,
$11,239 for parks, and $8,091 for the recreation board.

Net position in the City’s Municipal Complex Fund totals $187,309. Of this amount, $ - 0 - is the net
investment in capital assets. This is a result of the sale of the Health Center Building. The
unrestricted net position of the City’s Municipal Complex Fund is $187,309.

Note 2 —Property Taxes

Property taxes attach as an enforceable lien on property as of January 15 of the following year.
Taxes are levied on April 1 of the prior year and are payable in one installment. The City bills and
collects its own property taxes through a locally elected tax collector. The tax levy for 2016 was
based on assessed values on January 1, 2017 of $58,863,490. The City tax rate for the year ended
December 31, 2017 of 37.43 mills as levied by the City, was allocated as follows: 23.65 mills for the
General Fund, 9.20 mills for Debt Service, 0.96 mills for the Library, and 3.62 mills for the Parks
Fund.

Taxes may be paid at a 2% discount until June 1, at face until August 1, and at a 10% penalty until
January 15 of the following year, at that time, they will be liened with the County, who then are
responsible for their collections.

The City, in accordance with GAAP, recognized the delinquent and unpaid taxes receivable reduced
by an allowance for uncollectible taxes as determined by the administration. A portion of the net
amount estimated to be collectible, which was measurable and available within 60 days, was
recognized as revenue and the balance deferred in the fund financial statements. This balance, net
of allowances, is $1,217,290.
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Note 3 — Changes in Capital Assets

Beginning Ending
Balance Additions Retirements Balance
Governmental Activities
Non-Depreciable Assets:
Caonstruction in Progress S 10,496 ) 10,496
Depreciable Assets
Land improvements 1,822,291 17,556 1,839,847
Buildings 5,648,445 59,511 5,707,956
Infrastructure 6,531,171 64,274 6,595,445
Equipment 798,663 8,600 807,263
Vehicles 1,231,711 35,715 1,267,426
Totals at historical cost 16,042,777 185,656 - 16,228,433
Less accumuiated depreciation for:
Accumuiated Depreciation {4,496,094) (478,198) (4,974,292)
Total accumulated depreciation (4,496,094) {478,198} - (4,574,292)
Governmental activities capital
assets, net 5 11546683 $ (292542 § - 5§ 11,254,141
Business-type Activities
Non-Depreciable Assets:
Land S 42,803 (42,803) S -
Depreciable Assets:
Buildings 1,688,292 (1,688,292} -
Equipment 104,423 {104,423) -
Totals at historical cost 1,835,518 - (1,835,518} -
Less accumutated depreciation for:
Accumulated Depreciation (660,818) (22,761) 683,579 -
Total accumulated depreciation (660,818) (22,761) 683,579 -
Business-type activities capital
asset, net S 1,174,700 S (22,761) & (1,151,939) 3§ -

Depreciation expense was charged to governmental functions as follows:
General Government
Public Safety
Health and Sanitation
Highways and Streets
Unzllocated-Governmental Funds
Total depreciation expense

478,198
478,198

W

In the 2017 year, building renovations, infrastructure upgrades, and equipment purchases added
$185,656 to the historical cost of governmental activities and SO to the historical cost of business-
type activities. Depreciation expense for that same time period was 5478,198 and $22,761 for
governmental activities and business-type activities, respectively. Disposal of assets removed $ - 0 -
from the net book value of governmental activities and $(1,151,939) from the net book value of
business-type activities. This resulted in a total net book value decrease of $(292,542) and a
decrease of $(1,174,700) for the governmental activities and business-type activities, respectively.
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Note 4 — General Long-Term Debt
Changes in the City’s long-term obligations during the year 2017 were as follows:

Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:

General Obligation Bonds S 6,975,000 $ - S (175,000) s 6,800,000 § 180,000
Lease Purchase Agreement 182,445 35,715 (66,052) 152,108 52,049
Compensated Absences 110,478 5,587 116,065 -
Total Governmental Activities 7,267,923 41,302 (241,052) 7,068,173 232,049
Total Long-term liabilities S 7,267,923 S 41302 S (241,052) & 7,068,173 § 232,049

Lease Purchase Agreements

The City entered into a lease purchase agreement with Ford Credit on October 23, 2015 for the
purchase of a 2015 Ford Police Interceptor in the amount of $33,373 with interest at the rate of

6.50%. The lease includes three equal principal and interest payments of $12,025 with the final
payment due October 23, 2017. This lease was paid in full during 2017.

The City entered into a lease purchase agreement with Ford Credit on October 23, 2015 for the
purchase of four (4) 2016 Ford F550 Trucks in the amount of $256,600 with interest at the rate of
4.50%. The lease includes six equal principal and interest payments of $47,708 with the final
payment due October 23, 2020. This lease has a balance of $131,148 at December 31, 2017.

The City entered into a lease purchase agreement with KS State Bank on February 21, 2017 for the
purchase of a 2017 Ford Explorer Police Interceptor in the amount of $37,715 with interest at the
rate of 5.79%. The lease includes an initial payment of $15,000 paid March 2017 and two additional
payments in the amount of $11,433.14 due January 2018 and 2019 of the two subsequent years.
This lease has a balance of $20,960 at December 31, 2017.

The amounts necessary to amortize the outstanding lease purchase agreements to maturity are:

Principal Interest Total
2018 52,049 7,092 59,141
2019 54,405 4,736 59,141
2020 45,654 2,055 47,709
Total S 152,108 S 13,883 S 165,991

General Obligation Bonds

The City issued general obligation bonds, Series of 2010, with 5.50% interest payable through 2035.
Bond proceeds were used for the purpose of providing funds for improvements to the fire
department, police department, public library, and various other improvements, funding a
Capitalized interest account with respect to the bonds, and paying costs of issuance. The
outstanding balance as of December 31, 2017 is 54,325,000.
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The City issued general obligation bonds, Series of 2012, with up to 4% interest payable through
2040. Bond proceeds were used for the purpose of providing funds for improvements to the fire
department, public library, and various other improvements, funding a capitalized interest account
with respect to the bonds, and paying costs of issuance. The outstanding balance as of December
31,2017 is $2,475,000.

The amounts necessary to amortize these outstanding notes payable to maturity are:

Principal Interest Total
2018 S 180,000 S 285,965 S 465,965
2019 190,000 280,180 470,180
2020 195,000 273,435 468,435
2021 200,000 266,235 466,235
2022 210,000 258,660 468,660
2023-2027 1,185,000 1,154,093 2,339,093
2028-2032 1,470,000 871,728 2,341,728
2033-2037 1,845,000 506,075 2,351,075
2038-2040 1,325,000 107,800 1,432,800
Total S 6,800,000 S 4,004,171 S 10,804,171

Note 5 — Compensated Absences & Other Post-Employment Benefits

The City has made retirement benefits available to certain employees. The benefit is 1) payment
for unused sick days at retirement. With respect to other employees that do not meet the criteria
established by the City for retirement, these employees are not eligible to receive payment for
their unused sick days at retirement. The General Fund has been used to accumulate funds to
provide for the payment of these liabilities. The dollar amounts of the benefits are as follows:

Sick Day Liability Total
December 31, 2016 Balance S 110,478 S 110,478
Increase/(Decrease) in value 5,587 5,587
December 31, 2017 Balance S 116,065 $ 116,065
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Note 6 — Loans and Fees Receivable
Loans and fees receivable at December 31, 2017 consist of the following:

Municipal
Community General Complex
Projects Fund Fund

Rehabilitation Loans Outstanding - Small
Communities Projects S 466,025
Garbage Fees Recejvable 621,026
Installment Sales 190,000
Allowance (466,025) (621,026) -
Net Loan Receivable S - S = S 190,000

by the recipient's property.

Garbage fees receivable represent delinquent garbage fees owed to the City by its residents.
Allowance was increased in 2017 to be conservative based on past collection history.

The installment sale in the Municipal Complex Fund is the amount owed to the City for the sale of
the Eastgate 8 building on May 1, 2017.The sale price of the building is $425,000, with $5,000 of
earnest money paid upon signing the agreement, $230,000 to be received at closing and the

remaining $190,000 to be paid over a five (5) year period at 2% interest. The balance of this
receivable as of December 31, 2017 is $190,000.

Note 7 — Unearned Revenue

Unearned revenue at December 31, 2017 consists of $108,222 of 2018 garbage fees collected in
2017.

Note 8 — Pension — Defined Benefit Plan

Summary of Significant Accounting Policies

Financial information of the City’s retirement plans is presented on the accrual basis of accounting.
Employer contributions to the plans are recognized when due as required by Act 205 and Act 600.
Benefits and refunds are recognized when due and payable in accordance with the terms of the
plans. Investments of the plans are reported at fair value, Short-term investments are reported at
cost, which approximates fair value. Securities traded on national exchanges are valued at the last

reported sales price. The plans did not have any investment transactions with related parties
during the year.
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Plan Description

The City sponsors and administers two single-employer, contributory defined benefit pension plans.
These two plans are known as the Police Pension Plan (covers all of the City’s police officers) and
the Fire Truck Drivers' Pension Plan (covers retired fire truck drivers — this plan is closed to new
entrants). The financial statements of these plans are included as fiduciary funds in the City's
financial statements. No separate financial statements are issued for the plans.

Plan provisions are established by ordinance of the City’s Council with the authority for
contributions required by Act 205 of 1984 of the Commonwealth of Pennsylvania. Under the Act,
the City is eligible to receive state aid to fund the amortization of its unfunded accrued actuarial
liability over a 40-year period. The City Council acts as the Pension Board, and the plan provisions
and contribution requirements are established and may be amended by the City Council. For both
plans, the City has delegated authority to manage certain assets to VOYA Financial Advisors.

Participation -Any police officer employed by the City on a regular, full-time basis is covered by the
Police Plan from the participant’s date of hire. At December 31, 2017, the date of the most recent
valuation, participants in the Police Plan and Fire Truck Drivers’ Plan Retirement Benefit -A
participant is entitled to begin receiving retirement benefits after completing 20 years of service
and attaining age 50. The scheduled monthly retirement benefit is 50% of the participant's average
compensation at retirement, plus a Service Increment of 1/40 of Normal Retirement Benefit for
each year of completed service in excess of 20 years, up to a maximum increment of $100 per
month.

Fire Truck

Police Drivers'
Active plan members 10 0
Inactive plan members (or their beneficiaries) currently receiving benefits 19 2
Inactive plan members entitled to but not yet receiving benefits 1 0
Total plan members 30 2

Benefits Provided — Police Plan

Vesting — Participants are 100% vested after twelve years of service.

Retirement Benefit - A participant is entitled to begin receiving retirement benefits after completing
20 years of service and attaining age 50. The scheduled monthly retirement benefit is 50% of the
participant's average compensation at retirement, plus a Service Increment of 1/40 of Normal
Retirement Benefit for each year of completed service in excess of 20 years, up to a maximum
increment of $100 per month.
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Disability Benefit -If a participant becomes totally and permanently disabled occurring in the line of
duty, the participant will receive a monthly benefit equal to 50% of average compensation. If
participant becomes disabled by something not occurring in the line of duty and after 10 years of
service, the participant will receive a monthly benefit equal to 50% of compensation payable. Prior
to 10 years of service, 25% of compensation is the monthly benefit received.

Death Benefit -If a participant’s death occurs in the line of duty, a monthly benefit equal to 50% of
average compensation is payable to the participant’s spouse until death. Upon death of spouse (or
no spouse is alive when participant dies), each of the participant’s dependent children will receive
an equal share of the benefit until age 18. If a participant’s death is non-service related and occurs
before completion of 10 years of service, a monthly benefit equal to 25% of average compensation
is payable to the spouse until the youngest child attains age 18, then the benefit drops to one-half
of that amount, and is payable until the spouse’s death. If the spouse dies prior to the youngest
child attaining age 18, the children will share the 25% of average compensation benefit until the
youngest attains age 18, at which time no further benefits will be payable. If a participant’s death
is non-service related and occurs before retirement eligibility but after 10 years of service, it is the
same policy as a death before 10 years of service except the benefit is 50% of average
compensation instead of 25%. If the participant’s death is non-service related and occurs after
retirement eligibility, a monthly benefit equal to 50% of the pension the participant was receiving
or entitled to receive on the day of the participant’s death is payable to the participant’s spouse for
life. Upon death of the spouse, each of the participant’s dependent children will receive an equal
share of the benefit until age 18. If there is no spouse or children under age 18 at the time of death,

then a refund of contributions is payable to the beneficiary (less any benefits already paid, if the
participant is retired).

Cost-of-Living Adjustments — Benefit terms provide for annual cost-of-living adjustments to each
member’s retirement allowance subsequent to the member’s retirement date. The adjustments are

determined by Council.

Benefits Provided -Fire Truck Drivers’ Plan

Vesting — Participants are 100% vested after twelve years of service.

Retirement Benefit -A participant is entitled to begin receiving retirement benefits after completing
20 years of service and attaining age 55. The scheduled monthly retirement benefit is 50% of the
participant's final monthly compensation (or average compensation over the highest continuous
five years, if greater), plus a Service Increment of 1/40 of pension benefit for each Year of Service in
excess of 20 years, but excluding service after age 65. Maximum increment is $100.

Disability Benefit -If a participant becomes totally and permanently disabled in the line of duty, the
participant will receive a monthly benefit equal to 50% of final monthly compensation (or average
compensation, if greater) will be payable, reduced by any disability benefits received. For disability
occurring outside the line of duty, the participant is not entitled to any benefits.

Death Benefit -If a participant’s death occurs before retirement eligibility, the participant’s estate
receives a refund of contributions made by the participant without interest. If a participant’s death
occurs in the line of duty or after retirement eligibility, the spouse will receive the amount the
participant was receiving or entitled to receive for life. In the event of the spouse’s death, the
participant’s children under 18 will share the benefit.
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Cost-of-Living Adjustments — Benefit terms provide for annual cost-of-
member’s retirement allowance subsequent to the member’s retirem

are determined by Council.

Contributions

living adjustments to each
ent date. The adjustments

PA Act 205 and City Council ordinances assign the authority to establish and amend the benefit

provisions of the plans. The plans are funded by the City,

year and related information for each plan is as follows:

whose annual pension cost for the current

Police Plan
Contribution Covered- Contributions as a
Year Ended Actuarially Deficiency employee Percentage of
December Determined Actual (Excess) Payroll Covered-
31 _Contribution Contributions employee Payroll
2007 S 287,370 S 287,370 S 0
2008 S 258,683 S 258,683 S 0 S 631,214 41.0%
2009 S 248,740 S 248,740 5 0
2010 S 238,973 S 238,973 S 0 S 668,759 35.7%
2011 S 281,340 S 236,266 S 45,074
2012 S 291,417 S 245,854 S 45,563 S 724,727 33.9%
2013 S 292,522 S 292,522 S 0 .
2014 S 276,090 S 276,090 S 0 S 656,595 42.0% il
2015 S 276,263 S 276,263 S 0 S 663,990 41.6% ‘
2016 S 232,385 S 232,385 S 0 S 646,191 36.0% ‘
2017 S 294,954 S 294,954 S 0 S 673,839 43.8%
Fire Plan
Contribution Covered- Contributions as a
Year Ended Actuarially Deficiency employee Percentage of
December Determined Actual (Excess) Payroll Covered-
31 Contribution Contributions employee Payrol|
2007 S 0 S 0 S 0
2008 $ 0 $ 0 S 0 5 0 N/A
2009 S 0 S 0 S 0
2010 S 0 S 0 S 0 S 0 N/A
2011 S 14,258 S 14,258 S 0
2012 S 16,425 S 16,425 S 0 S 0 N/A
2013 S 16,425 S 16,425 S 0
2014 S 23,928 S 23,928 S 0 S 0 N/A
2015 S 23,928 S 23,928 S 0 5 0 N/A
2016 S 13,200 5 13,200 S 0 S 0 N/A
2017 $ 13,200 $ 13,200 $ 0 $ 0 N/A
28




Changes in the Net Pension Liability The chan

Police Plan for the year ended December 31,

Changes in Net Pension Liability

Increase (Decrease)
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ges in the net pension liability of the City for the
2017 were as follows:

Total Pension

Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (a) - (b)
Balances at 12/31/2016 S 5,640,024 S 3,871,924 S 1,768,100
Changes for the year:
Service Cost 130,979 = 130,979
Interest 428,108 = 428,108
Differences between expected
and actual experience (76,219) - (76,219)
Changes of assumptions 396,042 396,042
Contributions - employer - 294,954 (254,954)
Contributions - member - 27,324 (27,324)
Net investment income - 592,952 (592,952)
Benefit Payments (378,408) (378,408) -
Administrative Expense - (43,248) 43,248
Net changes 500,502 493,574 6,928
Balances at 12/31/2017 S 6,140,526 S 4,365,498 S 1,775,028

The changes in the net pension liability of the City for the Fire Truck Drivers’ Plan for the year
ended December 31, 2017 were as follows:

Changes in Net Pension Liability

Increase (Decrease)
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Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (a) - (b)
Balances at 12/31/2016 S 308,786 S 259,513 S 49,273
Changes for the year:
Service Cost = - -
Interest 22,621 - 22,621
Changes of assumptions 5,500 5,500
Differences between expected
and actual experience 17,985 - 17,985
Contributions - employer 13,200 (13,200)
Contributions - member - -
Net investment income 37,033 (37,033)
Benefit Payments (41,230) (41,230) -
Administrative expense {5,393) 5,393
Net changes 4,876 3,610 1,266
Balances at 12/31/2017 S 313,662 S 263,123 S 50,539

Actuarial Assumptions. The total pension liability was determined by an actuarial valuation

performed on January 1, 2015, and rolled forward to Dece
actuarial assumptions, applied to all periods in the measur

mber 31, 2017, using the following
ement:
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Police Fire Truck Drivers'

Actuarial Assumptions:
Investment Rate of Return 7.5% 7.5%
Projected Salary Increases 5.0% 5.0%
Includes inflation - at 3.0% 3.0%

Actuarial assumptions based on actuarial experience study for the period January 1, 2015 to
December 31, 2017

Police Plan

RP-2000 Combined Healthy Mortality Table with Blue Collar Adjustment, with rates set forward 5
years for disabled lives. Rates are projected to improve with 75% of scale AA.

Fire Truck Drivers' Plan
1994 Uninsured Pensioner Mortality Table, with rates set forward 5 years for disabled members

Administrative costs, which may include but are not limited to investment management fees and
actuarial services, are charged to the Plan and funded through the MMO and/or plan earnings.

Investment Policy — The Plan’s policies in regard to the allocation of invested assets is established
and may be amended by the Council by a majority vote of its members. It is the policy of the
Council to pursue an investment strategy that reduces risk through the prudent diversification of
the portfolio across a broad selection of distinct asset classes. The pension plan’s investment policy
discourages the use of cash equivalents, except for liquidity purposes, and aims to refrain from
dramatically shifting asset class allocations over short time spans.

Long-Term Expected Rate of Return — The long-term expected rate of return on Plan investments
was determined using a building-block method in which best-estimate ranges of expected future
real rates of return (expected returns, net of inflation and investment expenses not funded through
the MMO) are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation.

The following was the asset allocation policy and best estimates of arithmetic real rates of return
for each major asset class included in the Plans’ target asset allocation as of December 31, 2017:
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Target Allocation Long-Term Expected Real Rate of Return

Asset Class Fire Truck Drivers' Police Fire Truck Drivers' Police
Cash 2.0% 2.0% 0.0% 0.0%
Corporate Bonds 28.0% 28.0% 2.0% 2.0%
U.S. Gov Bonds 5.0% 5.0% 2.0% 2.0%
Foreign Bonds 5.0% 5.0% 2.0% 2.0%
Large Stocks 11.0% 11.0% 6.3% 6.3%
Mid Stocks 14.0% 14.0% 6.3% 6.3%
Small Stocks 9.0% 9.0% 6.3% 6.3%
Foreign Stocks 6.0% 6.0% 6.3% 6.3%
Real Estate 10.0% 10.0% 6.3% 6.3%
Preferred Stock 10.0% 10.0% 6.3% 6.3%
100.0% 100.0%

Rate of Return — The money-weighted rate of return expresses investment performance, net of
investment expense, adjusted for the changing amounts actually invested. For the year ended
December 31, 2017, the annual money-weighted rate of return on the Fire Truck Drivers’ and Police

Plan investments, net of investment expense not funded through the MMO, was 16.04% and
16.49%, respectively.

Concentrations — Neither the Fire Truck Drivers’ Plan nor the Police Plan had any individual

investments that composed greater than 5% of the Plans’ fiduciary net position at December 31,
2017.

Discount Rate — The discount rate used to measure the total pension liability for the Fire Truck
Drivers’ Plan and Police Plan was 7.25% and 7.25%, respectively. The projection of cash flows used
to determine the discount rate assumed that Plan member contributions will be made at the
current contribution rate and that the City’s contributions will be made based on the yearly MMO
calculation. Based on those assumptions, the Fire Truck Drivers’ Plan and Police Plan’s fiduciary net
Position was projected to be available to make all projected future benefit payments of current
members for each plan. Therefore, the long-term expected rate of return on both pension plan’s

investments was applied to all periods of projected benefit payments to determine the total
pension liability.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate — The following presents the
net pension liability of the Plans calculated using the discount rates described above, as well as
what the Plans’ net pension liabilities would be if they were calculated using a discount rate that is
one-percentage-point lower or one-percentage-point higher than the current rates:

Current
1% Decrease Discount Rate 1% Increase
6.25% 7.25% 8.25%
Fire Truck Drivers' S 72,788 S 50,539 S . 30,937
Police S 2,435,632 S 1,775,028 S 1,219,352
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Pension Expense and Deferred Outflow of Resources and Deferred Inflows of Resources Related to

Pensions

For the year ended December 31, 2017, the City recognized pension expense for the Fire Truck
Drivers’ Plan and Police Plan of $35,695 and $414,628 respectively. At December 31, 2017, the City
reported deferred outflows of resources and deferred inflows of resources related to pensions

from the following sources:

Fire Truck Driver's Plan

Differences between expected and actual experience

Changes in assumptions

Net difference between projected and actual earnings on
pension plan investments

Total
Police Plan
Differences between expected and actual experience
Changes in assumptions
Net difference between projected and actual earnings on
pension plan investments
Total

Deferred Outflows Deferred Inflows
of Resources of Resources
E s :

10,796 16,123

S 10,796  $ 16,123

Deferred Outflows Deferred Inflows
of Resources of Resources

S 37835 S 58,896
306,032 -

146,996 270,469

S 490,863 S 329,365

Amounts reported as deferred outflows and deferred inflows of resources will be recognized in pension

expense as follows:

Year ended December 31:
2018
2019
2020
2021
2022
Total

$ 110,472
85,247

43

(39,591)

$ 156,171
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Note 9 — Pension — Defined Contribution Plan
Summary of Significant Accounting Policies

Financial information of the City’s defined contribution retirement plan is presented on the accrual
basis of accounting. Employer contributions to the plans are recognized when due as required by
Act 205 and Act 600. Refunds are recognized when due and payable in accordance with the terms
of the plan. Investments of the plans are reported at fair value. Short-term investments are
reported at cost, which approximates fair value. Securities traded on national exchanges are
valued at the last reported sales price. The plan did not have any investment transactions with
related parties during the year.

Plan Description

The City sponsors and administers one single-employer, defined contribution pension plan covering
substantially all the City's employees except for those covered under the Police Pension Plan and
the Fire Truck Driver’s Pension Plan. This plan is known as the Non-uniformed Pension Plan. The
financial statements of this plan are included as a fiduciary fund in the City's financial statements.
No separate financial statements are issued for the plan.

Plan provisions are established by ordinance of the City’s Council with the authority for
contributions required by Act 205 of 1984 of the Commaonwealth of Pennsylvania. The City Council
acts as the Pension Board, and the plan provisions and contribution requirements are established

and may be amended by the City Council. For the plan, the City has delegated authority to manage
certain assets to VOYA Financial Advisors.

Participation -Any individual employed by the City on a regular, full-time basis (not covered under

the Police Plan or the Fire Truck Driver’s Plan) is covered by the Plan from the participant’s date of
hire.

Contributions

PA Act 205 and City Council ordinances assign the authority to establish and amend the benefit
provisions of the plan. The plan is funded by the City, whose contribution rate is 8% of participating
employees’” compensation. Employees are required to contribution 5% of compensation. The City
recognized pension expense of $142,578 for the year ended December 31, 2017.

Note 10 — Other Postemployment Benefits

Plan Description

The City provides certain healthcare benefits for employees who retire. Police employees who
retire from the police pension plan with full normal retirement benefits {age 50 with 20 years of
service) or with a Disability Retirement Benefit and Fire employees who retire from the fire pension
plan with full normal retirement benefit {(age 55 with 20 years of service), receive coverage for
themselves, spouse, and eligible dependents of medical, dental, and vision coverage until the
earlier of eligibility for equal or better medical coverage with another employer or until the
retiree’s death. At Medicare eligibility, coverage will be provided in the form of a Medicare
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supplement plan. For police employees, upon the death of the retiree, the City will continue to
provide medical, dental, and vision coverage to the surviving spouse and dependent children for
three years. For police and fire employees, a life insurance policy will remain in effect until death,
with a benefit of $8,000 for police and $5,000 for fire. One police retiree who resides outside of
Pennsylvania receives reimbursement for medical, dental, and/or vision expenses on a monthly
basis as incurred up to a maximum of $367.56 per month. Non-uniformed employees who retire
from the non-uniformed employees' pension plan will receive medical and dental coverage for the
retiree, spouse, and eligible dependents, until the retiree's death. At Medicare eligibility, coverage
will be in the form of a Medicare supplement plan. A life insurance policy will remain in full effect
until death, with a benefit of $5,000. Benefit provisions are established through negotiation with
the City and the unions representing the City's employees.

Funding Policy
Contribution requirements also are negotiated between the City and union representatives. The

required contribution is based on pay as you go financing. The City will pay a hundred percent of
premiums for the retiree's coverage, except as noted above.

Annual OPEB Cost and Net OPEB Obligation

The City's annual other postemployment benefit (OPEB) cost (expense) is calculated based on the
annual required contribution of the employer (ARC); an amount actuarially determined in
accordance with the parameters of GASB Statement No. 45. The ARC represents a level of funding
that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.

The following table shows the components of the City's annual OPEB cost for the year, the amount
actually contributed to the plan and changes in the City's net OPEB obligation:

Annual required contribution S 611,852
Interest on net OPEB obligation 117,176
Adjustment to the ARC (159,858)
Annual OPEB cost 569,170
Contribution Made (238,559)
Change in OPEB obligation 330,611
Net OPEB obligation, December 31, 2016 2,603,913
Net OPEB obligation, December 31, 2017 S 2,934,524

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan and the
net OPEB obligation is as follows:

Year Annual OPEB Percentage of Net OPEB
Ending Cost OPEB Contributed  Obligation (Asset)
12/31/2017 S 569,170 41.9% S 2,934,523
12/31/2016 574,651 41.8% 2,603,912
12/31/2015 580,186 41.8% 2,269,521
12/31/2014 500,285 43.1% 1,931,831
12/31/2013 505,105 41.8% 1,646,946
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Funded Status and Funding Progress

As of January 1, 2015, the most recent actuarial valuation date, the plan was unfunded. The
actuarial accrued liability for benefits was $6,487,329 for the City and the actuarial value of assets
was S0 for each plan, resulting in an unfunded actuarial accrued liability (UAAL) of $6,487,329 for
the City.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents
information about actuarial value of plan assets and actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan
as understood by the employer and the plan members) and include the types of benefits provided
at the time of each valuation and the historical pattern of sharing of benefit costs between the
employer and plan members to that point. The actuarial methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued
liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

In the January 1, 2015 actuarial valuation, the entry age normal actuarial cost method was used.
The actuarial assumptions included a 4.5 percent investment rate of return and an annual
healthcare cost trend rate of 5.0 percent. The unfunded actuarial accrued liability is being
amortized based on level dollar, 30-year period.

Note 11 — Deferred Compensation Plan

The City offers its employees a deferred compensation plan (plan) created in accordance with
Internal Revenue Code Section 457. (Deferred compensation plans with respect to service for State
and Local Governments), which is considered a defined contribution pension plan. As part of its
fiduciary role, the City has an obligation of due care in selecting the third party administrator.

The plan, available to all employees, permits them to defer a portion of their salary until future
years. The City does not contribute to the plan or match employees’ contributions. Participation in
the plan is optional. The funds are not available to employees until termination, retirement, death,
or unforeseeable emergency. At December 31, 2017, all amounts of compensation deferred under
the plan were held in trust solely for the benefit of the participants. Investments are managed by
the plan's trustee under several investment options selected by the participant. Deferred
compensation assets at December 31, 2017 totaled $35,703. Under the provisions of GASB
Statement No. 32, “Accounting and Financial Reporting for Internal Revenue Code Section 457
Deferred Compensation Plans,” the plan is not required to be included in the City’s financial
statements.
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Note 12 — Contingent Liabilities

The City of Monessen participates in grant programs sponsored by other governments. The
programs are subject to program compliance audits by the grantor agencies or their
representatives. The audits of some of these programs for and including the year ended December
31, 2017 have not yet been conducted. Accordingly, the City's compliance with applicable grant
requirements will be established at some future date. The amount, if any, of expenditures which
may be disallowed by the granting agencies cannot be determined at this time although the City
expects such amounts to be immaterial.

Note 13 — Interfund Balances
Individual fund interfund receivable and payable balances at December 31, 2017 were:

Interfund Receivable Amount Interfund Payable Amount
General Fund S 5,473 General Fund S 280,686
Library Fund 1,636 Municipal Complex Fund 5,473
Park Fund 8,766
Debt Service Fund 22,299
Small Community Projects Fund 8,047
Line Usage Fund 239,938

S 286,159 S 286,159

During the year ended December 31, 2017, the following fund level transfers were made:

Expending Fund Amount Receiving Fund Amount
General Fund S 2,224 General Fund S 237,850
Municipal Complex Fund 237,850 Municipal Complex Fund 1,100
Recreation Board Fund 1,124
S 240,074 .S 240,074

Transfers between these funds were necessary to reimburse the General Fund and other
governmental funds for expenses paid for them by other funds. The transfer in the amount of
$237,850 from the Municipal Complex Fund to the General Fund was to transfer cash received for
the down payment on the sale of the Municipal Complex.

Note 14 — Conduit Debt

During 2007, the City, through its Small Communities Projects Fund, was party to a conduit debt
transaction in the amount of $2 million between the U.S. Department of Housing and Urban
Development (HUD) and a local business. In the transaction, HUD loaned $2 million to the City,
which the City in turn loaned to the local business for use in its Riverfront Industrial Park project.
Principal payments are due in the amount of $100,000 each August 1, beginning in 2009, through
August 1, 2027 and the loan bears interest at LIBOR plus 20 basis points. Interest is due
semiannually each February 1 and August 1. The loan payments are due from the local developer,
and the City has no obligation. The balance at December 31, 2017 is $1,050,000.
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As security for the loan, the City obtained a first priority lien in the subject property and also a right
to any leases covering the property. The City has pledged as security for this loan future
Community Development Block Grant funds and the incremental tax revenues received from
growth in the assessed value of the project property. However, the Commonwealth of
Pennsylvania has guaranteed repayment in the event of default by the local business. In exchange
for the Commonwealth of Pennsylvania's guarantee, the City assigned its rights in the local
business' collateral to the Commonwealth of Pennsylvania.

In 2011, the City, through its Small Communities Projects Fund, was party to a conduit debt
transaction in the amount of $3.49 million between HUD and a local business. In the transaction,
HUD loaned $3.49 million to the City, which the City in turn loaned to the local business for use in
rehabilitating a rail mill to be used as an aluminum recycling facility and purchasing new
equipment. Principal payments are due in the amount of $174,000 each August 1, beginning in
2012 through 2029, and in the amount of $179,000 for August 1, 2030 and 2031. The loan bears
interest at LIBOR plus 20 basis points. Interest is due quarterly each February 1, May 1, August 1,
and November 1. The loan payments are due from the local business, and the City has no
obligation. The balance at December 31, 2017 is $2,446,000.

As security for the loan, the City obtained a first priority lien in the subject property and also a right
to any leases covering the property. The City will also obtain a first priority interest in all machinery
and equipment purchased with the loan. The City has pledged as security for this loan future
Community Development Block Grant funds and the incremental tax revenues received from
growth in the assessed value of the project property. However, the Commonwealth of
Pennsylvania has guaranteed repayment in the event of default by the local business. In exchange
for the Commonwealth of Pennsylvania’s guarantee, the City assigned its rights in the local
business' collateral to the Commonwealth of Pennsylvania.

Note 15— Risk Management and Litigation

The City is exposed to various risks of losses related to torts, theft of, damage to, and destruction of
assets: errors and omissions; injuries to employees; and natural disasters. The City manages most
risk through the general fund with the purchase of commercial insurance coverage. There has been
no reduction in insurance coverage from the previous year, nor have amounts of settlements
exceeded coverage levels in the past three years.

The City estimates that the amount of actual or potential claims against the City as of December 31,
2017, will not materially affect the financial condition of the City and will be covered under the
present insurance coverage.

Note 16— Subsequent Events

Effective March 1, 2018, the City refinanced both the General Obligation Bond Series of 2010 and
General Obligation Bond Series of 2012 into two General Obligation Notes; Series A of 2018 and
Series B of 2018. The General Obligation Note Series A of 2018 has a principal amount of
$4,782,200 and an interest rate of 2.900%. The General Obligation Note Series B of 2018 has a
principal amount of $2,640,000 and an interest rate of $4.250%.

Note 17 — General Fund Liquidity
The General Fund ended December 31, 2017 with a negative balance of $(345,301). The City is
working with Grass Root Solutions and is developing a plan to address this deficit.
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