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Executive summary
We have completed our audit of the financial statements of the County of Luzerne, Pennsylvania
(the County) for the year ended December 31, 2020. This letter presents communications
required by our professional standards.
Your audit should provide you with confidence in your financial statements. The audit was
performed based on information obtained from meetings with management, data from your
systems, knowledge of your County’s operating environment and our risk assessment
procedures. We strive to provide you clear, concise communication throughout the audit process
and of the final results of our audit.
Additionally, we have included information on key risk areas the County should be aware of in
your strategic planning. We are available to discuss these risks as they relate to your
organization’s financial stability and future planning.
THIS COMMUNICATION IS INTENDED SOLELY FOR THE INFORMATION AND USE OF THOSE CHARGED WITH GOVERNANCE, AND, IF APPROPRIATE, MANAGEMENT, AND IS NOT INTENDED TO BE
AND SHOULD NOT BE USED BY ANYONE OTHER THAN THESE SPECIFIED PARTIES.
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Executive Summary
• Report issued in final form on June 28, 2021
• Unmodified opinion on the fair presentation of the Financial
Statements
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Responsibilities

RESPONSIBILITIES

Our responsibilities
As your independent auditor, our responsibilities include:
– Planning and performing the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement. Reasonable assurance is a high level of assurance.
– Assessing the risks of material misstatement of the financial statements, whether due to fraud or error. Included in
that assessment is a consideration of the County’s internal control over financial reporting.
– Performing appropriate procedures based upon our risk assessment.
– Evaluating the appropriateness of the accounting policies used and the reasonableness of significant accounting
estimates made by management.
– Forming and expressing an opinion based on our audit about whether the financial statements prepared by
management, with the oversight of those charged with governance:
– Are free from material misstatement
– Present fairly, in all material respects, and in accordance with accounting principles generally accepted in the United
States of America
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RESPONSIBILITIES

Management’s responsibilities
Management

Auditor

Prepare and fairly present the financial statements

Our audit does not relieve management or those charged
with governance of their responsibilities

Establish and maintain effective internal control over
financial reporting

An audit includes consideration of internal control over
financial reporting, but not an expression of an opinion on
those controls

Provide us with written representations at the
conclusion of the audit

Obtain written acknowledgement of significant
representations from management.
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Audit results

AUDIT RESULTS

General Fund Budget vs Actual
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General Fund Budget vs Actual
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AUDIT RESULTS

General Fund Budget vs Actual
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AUDIT RESULTS

General Fund Budget vs Actual

Total revenues

Original &
Final Budget

Actual

$ 135,661,145

$ 139,503,927

102,149,588

106,345,555

(4,195,967)

33,511,557

33,158,372

(353,185)

(33,511,557)

(50,581,379)

(17,069,822)

Total expenditures
Excess of revenues over expenditures
Total other financing uses
Deficiency of revenues and other financing
sources over expenditures and other financing
uses
Fund Balance – 1.1.2020
Fund Balance – 12.31.2020

$

-

Variance
Favorable
(Unfavorable)
$

3,842,782

(17,423,007) $ (17,423,007)
37,020,613
$ 19,597,606
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General Fund – Fund Balance

AUDIT RESULTS

Fund Balance
− Five categories (GASB 54)
- Non-spendable
- Restricted
- Committed
- Assigned
- Unassigned

}

“Unrestricted”

− GFOA recommends a
minimum and
regardless of
government size:
− Unrestricted fund
balance in the general
fund of no less than
two months of regular
general fund operating
revenues or
expenditures
(whichever is more
predictable)

− HOWEVER, this level should
be based upon a
government’s own specific
circumstances
- Consider a long-term forecast
- Avoid placing too much
emphasis on a specific point in
time balance

− The right level also includes
considering:
−
−
−
−

Predictability of activities
Exposure to one-time activities
Impact of bond rating
Liquidity
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AUDIT RESULTS

General Fund
5-Year Fund Balance History
25,000,000

Total Fund Balance
40,000,000

37,020,613

20,000,000

35,000,000
15,000,000

30,000,000
25,000,000
20,000,000

9,693,224

10,000,000

19,597,606

5,859,039

15,000,000

5,000,000

10,774,715

10,000,000

6,352,312

(1,193,833)

-

5,000,000

2020

2019

2018

2017

2016

(5,000,000)

(5,000,000)

15,434,163

2020

2019

2018

2017

2016
(10,000,000)

(10,000,000)

(7,979,549)

(11,023,415)
(15,000,000)

(15,000,000)
Total Fund Balance

Unassigned Fund Balance

Recommendation
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Long-Term Debt

AUDIT RESULTS

Long-term debt – future maturity
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Pension and OPEB Liabilities
GASB Statement No. 68 & 75

AUDIT RESULTS

Pension and OPEB Liabilities
• General Observations:
• The Net Pension Liability and Net OPEB Liability are estimates
• Intended to show the present value of the County’s future benefit commitments to current
and former employees
• i.e., the future payout, stated in today’s dollars

• Not General Fund Liabilities – rather reported in the full-accrual statement of net
position as “long-term” liabilities
• Similar to long-term debt

• Any projected asset “shortages” are included in the County’s Actuarially Determined
Employer Contribution.
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AUDIT RESULTS

Net Pension Liability
• The County maintains a
cost-sharing multipleemployer defined
benefit pension plan
• Covers all County
employees

• Covers all WilkesBarre/Scranton Airport
employees

• Benefits provided based
on a formula including
years of service and
final average salary

Total pension liability (TPL)
Plan fiduciary net position (assets)
Net Pension Liability (NPL)
Fiduciary net position as percentage of TPL

Plan NPL
County’s proportionate share
County’s NPL
Fiscal Agencies NPL
Total County NPL

$360,115,300
281,063,133
$ 79,052,167
78.0%

$ 79,052,167
98.47%
$ 70,093,262
10,005,627
$ 80,098,889
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AUDIT RESULTS

Net OPEB Liability
• The County maintains
a single-employer
multiple-employer
defined benefit OPEB
plan.

Total OPEB liability (TOL)
Plan fiduciary net position (assets)
Net OPEB Liability (NOL)
Fiduciary net position as percentage of TOL

$ 9,519,988
$ 9,519,988
0.0%

• Plan is unfunded

• Covers select County
employees
• Provides medical,
prescription drug, vision
and life insurance

• “Pay as you Go” plan
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Internal Control Matters

AUDIT RESULTS

Internal control matters
We considered the County’s internal control over financial reporting as a basis for designing our audit
procedures for the purpose of expressing an opinion on the financial statements. We are not expressing
an opinion on the effectiveness of the County’s internal control.
Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that
were not identified.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis.
A material weakness (MW) is a deficiency or combination of deficiencies in internal control such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements will not
be prevented, or detected and corrected, on a timely basis.
A significant deficiency (SD) is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged with
governance.
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AUDIT RESULTS

Internal control matters – Prior Year
Prior Year
Finding #

Finding
Type

Finding Name

Current
Year
Status

Comments

2019-001

MW ICFR

Segregation of duties

Partially
resolved

Disbursement/payroll resolved –
journal entry still open

2019-002

MW ICFR

Due to and Due From Other Accounts

Resolved

N/A

2019-003

MW ICFR

Fund 970 activity

Resolved

N/A

2019-004

MW ICFR

Pension Plan Census Data

Resolved

N/A

2019-005

SD ICFR

Documentation of Accounting Manual

Resolved

N/A

2019-006

SD ICFR

Agency (Custodial) Funds

Open

Agency/Custodial fund activity not
maintained on GL

2019-007

SD ICFR

Preparation of Fixed Asset Rollforward

Resolved

N/A

2019-008

SD ICFR

Uniform Guidance Policies and Procedures

Open

Policies being developed, not
implemented yet.

2019-009

SD ICFR

Pension Accounting

Resolved

N/A
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AUDIT RESULTS

Internal control matters – Current Year
Finding Type

Finding Name

Comments

Prior Year
Reference

MW ICFR

Segregation of duties – manual journal entry
posting

County’s manual journal entries lack
proper review and approval of
transactions, particularly at year-end.

2019-001

MW ICFR

Account Reconciliations / Audit Adjustments

A/P; Revenue/Receivables; Worker’s
Compensation claims payable;

New

MW ICFR

Custodial Funds – recording of activity /
segregation of duties in decentralized
departments

Agency/Custodial fund activity not
maintained on GL

2019-006

SD ICFR

Uniform Guidance Policies and Procedures

Policies being developed, not
implemented yet.

2019-008
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Appendix A: Client service team

CLIENT SERVICE TEAM

Client service team

Andrea Caladie, CPA

Adam Hartzel, CPA

John Taylor, CPA

Bailey Hughes

Kaitlin Mowery, CPA

Joycelynn Young

Partner
andrea.caladie@bakertilly.com

Senior Associate
bailey.hughes@bakertilly.com

Senior Manager
adam.hartzel@bakertilly.com

Associate
kaitlin.mowery@bakertilly.com

Technical Reviewer
john.taylor@bakertilly.com

Associate
joycelynn.young@bakertilly.com
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