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Independent Auditors' Report

To the Board of Commissioners of
County of McKean, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the discretely presented 
component unit, each major fund, and the aggregate remaining fund information of the County of McKean, 
Pennsylvania (the "County"), as of and for the year ended December 31, 2018, and the related notes to the 
financial statements, which collectively comprise the County'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 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the 
Bradford Regional Airport Authority which represents 100% of the assets, net position and revenues of the 
discretely presented component unit. Those financial statements were audited by other auditors whose reports 
have been furnished to us, and our opinion, insofar as it relates to the amounts included for the Bradford 
Regional Airport Authority, is based solely on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the 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 entity's preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 
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Opinions

In our opinion, based on our audit and the report of the other auditor, the financial statements referred to above 
present fairly, in all material respects, the respective financial position of the governmental activities, the 
discretely presented component unit, each major fund, and the aggregate remaining fund information of the 
County of McKean, Pennsylvania, as of December 31, 2018, and the respective changes in financial position 
and the respective budgetary comparison for the General Fund, Children and Youth Services Fund and Mental 
Health/Intellectual Disabilities 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 
Discussion and Analysis on pages 4 through 10, the schedule of changes in net pension liability and related 
ratios on page 48, the schedule of employer contributions on page 49 and the schedule of investment return on 
page 50 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the County's basic financial statements. The accompanying schedule of expenditures of federal 
awards on pages 51 to 52, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards ("Uniform 
Guidance"), the schedule of selected Commonwealth of Pennsylvania, Department of Human Services 
assistance on page 53, as required by the Commonwealth of Pennsylvania, Department of Human Services 
("DHS") Single Audit Supplement, and the combining non-major governmental fund financial statements on 
pages 55 through 58 are presented for purposes of additional analysis and are not a required part of the basic 
financial statements.

The schedule of expenditures of federal awards and schedule of selected Commonwealth of Pennsylvania, 
Department of Human Services assistance 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 schedule of expenditures of federal 
awards and the schedule of selected Commonwealth of Pennsylvania, Department of Human Services 
assistance are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The combining non-major governmental fund financial statements have not been subjected to the auditing 
procedures applied in the audit of the basic financial statements, and accordingly, we do not express an opinion 
or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 26, 2019, 
on our consideration of the County's internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of 
that report is solely to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the County's 
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the County's internal control over financial 
reporting and compliance.

Williamsport, Pennsylvania
September 26, 2019
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As management of McKean County, Pennsylvania, (the "County") we offer the readers of these financial 
statements this narrative and overview of the financial activities of the County for the fiscal year ended 
December 31, 2018. All amounts, unless otherwise indicated, are expressed in dollars.

Financial Highlights

 Assets and deferred outflows of resources of the County exceed liabilities and deferred inflows of 
resources at December 31, 2018 by $5,506,638 (net position). Unrestricted net position is a 
deficit of $2,984,551. 

 The government's total net position decreased by $1,576,494.

 The government's total operating grants and contributions income increased by $1,066,072 in 
comparison with the prior year.

 As of the close of the current fiscal year, the County's governmental funds reported combined 
ending fund balance of $4,521,807, a decrease of $656,077 in comparison with the prior year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the County's basic financial 
statements. The County's basic financial statements comprise three components: 1) government-wide 
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also 
contains other 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 
County's finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the County's assets, deferred outflows of 
resources, liabilities and deferred inflows of resources, with the difference between these items 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 County is improving or deteriorating.

The statement of activities presents information showing how the government's net position changed 
during the recent 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 the 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 (e.g., uncollected taxes and earned but unused sick leave).

Both of the government-wide financial statements report functions of the County that are principally 
supported by taxes and intergovernmental revenues (governmental activities). The governmental 
activities of the County include general government, courts and related offices, corrections and human 
services.

The government-wide financial statements can be found on pages 11-12.
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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 County, like other state and local governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the 
funds of the County can be divided into two categories: governmental 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 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 financing 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 activities in the 
government-wide financial statements. By doing so, readers may better understand the long-term impact 
of the government's near-term financial decisions. Both the governmental fund balance sheet and the 
governmental fund statement of revenues, expenditures and changes in fund balances provide 
reconciliations to facilitate this comparison between governmental funds and governmental activities.

The County maintains eighteen individual governmental funds. Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and 
changes in fund balance for the General Fund, Children and Youth Services Fund, Mental 
Health/Intellectual Disabilities Fund and the Capital Projects Fund, all of which are considered major 
funds. Data from the other fourteen governmental funds are combined into a single, aggregated 
presentation. Individual fund data for each of these non-major governmental funds is provided in the form 
of combining statements elsewhere in this report.

The County adopts an annual appropriated budget for all major governmental funds except the Capital 
Projects Fund. A budgetary comparison statement or schedule for each individual major governmental 
fund has been provided to demonstrate compliance with this budget. Budgetary control for the activities of 
the Capital Projects Fund is achieved through general obligation bond indenture provisions, contractual 
agreements and restrictive terms of the grants received.

The basic governmental fund financial statements can be found on pages 13-19.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. 
Fiduciary funds are not reflected in the government-wide statement because the resources of those funds 
are not available to support the County's own programs. Fiduciary funds are accounted for on the accrual 
basis of accounting. Page 20 of this report includes the statement of fiduciary net position, which reports 
the assets and liabilities of the County's retirement trust fund and combined agency funds. Page 21 of this 
report includes the statement of change in fiduciary net position, which reports the additions to and 
deductions from the County's retirement trust fund.

Notes to the 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 the financial statements can be found 
on pages 22-47 of this report.
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Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain 
required supplementary information concerning the County's Pension Trust Fund.

Required supplementary information can be found on pages 48-50 of this report.

The combining statements referred to earlier in connection with non-major governmental funds are 
presented following the notes to the financial statements. Combining individual fund statements and 
schedules can be found on pages 55-58.

Government-Wide Financial Statements

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In 
the case of the County, assets and deferred outflows of resources exceeded liabilities and deferred inflows of 
resources by $5,506,638 at December 31, 2018. The majority of this balance is composed of the County's net 
investment in capital assets. The County's unrestricted net position was a deficit of $2,984,551 at 
December 31, 2018.

The County's investment in capital assets (e.g., land, buildings, furniture and equipment) is $13,360,990. 
Related debt used to acquire those assets is $6,110,000. The County uses these capital assets to provide 
services to citizens; consequently these assets are not available for future spending. Although the County's 
investment in its capital assets is reported net of related debt, it should be noted that the resources to repay 
this debt must be provided from other sources, since the capital assets themselves cannot be used to 
liquidate these liabilities.

Condensed Statement of Net Position

Governmental Activities

2018 2017

Current and other assets $ 10,621,424 $ 12,493,703
Total non-current assets 13,360,990 13,557,787

Total assets 23,982,414 26,051,490

Deferred outflows of resources, pension 3,978,543 2,538,151

Total assets and deferred outflows of resources 27,960,957 28,589,641

Long-term liabilities, outstanding 16,055,363 13,124,837
Other liabilities 4,816,794 6,210,340

Total liabilities 20,872,157 19,335,177

Deferred inflows of resources, pension 1,582,162 2,171,332

Total liabilities and deferred inflows of resources 22,454,319 21,506,509

Net position
Net investment in capital

assets 7,250,990 6,510,125
Restricted 1,240,199 1,304,371
Unrestricted (deficit) (2,984,551) (731,364)

Total net position $ 5,506,638 $ 7,083,132
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Governmental activities

Governmental activities decreased the County's net position by $1,576,494. Key elements of this 
decrease are as follows:

Condensed Statement of Activities

Governmental Activities

2018 2017

Revenues

Program revenues:

Charges for service $ 3,592,059 $ 3,586,343

Operating grants and contributions 17,960,670 16,894,598
Property and other taxes 13,234,844 13,249,064

Interest income 82,694 70,886

Other income 188,732 325,418

Total revenue 35,058,999 34,126,309

Expenses

General government 6,380,950 6,439,450

Court and related offices 4,973,418 4,751,312

Corrections 5,244,499 4,491,944

Human services 19,869,016 17,951,797

Interest of long-term debt 167,610 188,364

Total expenses 36,635,493 33,822,867

(Decrease) increase in net position (1,576,494) 303,442

Net position, beginning 7,083,132 6,779,690

Net position, ending $ 5,506,638 $ 7,083,132
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2018 Revenue by Source - Governmental 
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Financial Analysis of the Government's Funds

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

Governmental Funds

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

At the end of the current year, the County's governmental funds reported combined fund balances of 
$4,521,807, a decrease of $656,077, in comparison with the prior year. The County reported a deficit 
$858,083 unassigned fund balance, all of which exists in the County's General Fund. The remainder of 
the fund balance is nonspendable, restricted, or committed.

General Fund Budgetary Highlights

There were limited differences between the original budget and the final amended budget for General 
Fund revenues and expenditures.

General Fund expenses were over budgeted amounts by $1,670,119, primarily due to higher than 
budgeted amounts for general government, corrections and human services. These budgetary overruns 
were funded in part by increased intergovernmental revenues (i.e., federal and state funding).

Capital Assets

The County's capital assets for its governmental activities as of December 31, 2018 amount to 
$13,360,990 (net of accumulated depreciation). This investment in capital assets includes land, buildings, 
building improvements, furniture and fixtures.

Capital Assets
(Net of Depreciation)

Government Activities

2018 2017

Land $ 327,241 $ 327,241
Building and improvements 12,248,261 12,458,818
Furniture and equipment 567,784 527,148
Vehicles 217,704 244,580

Total $ 13,360,990 $ 13,557,787

Additional information on the County's capital assets can be found in Note 6 of this report.
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Long-Term Debt

At the end of 2018, the County had total long-term debt outstanding of $6,110,000, including the current 
portion, all of which comprises the debt backed by the full faith and credit of the government. Additional 
information on the County's debt can be found in Note 7, on pages 37-38, of this report.

The County also had a Net Pension Liability of $10,139,812 at December 31, 2018 pursuant to GASB 
Statement No. 68. See additional information on this liability at Note 9.

Economic Factors and Next Year's Budgets and Rates

The County provided an average wage increase of 2 percent for all bargaining unit and non-bargaining 
unit employees for 2019.

Request for Information

This financial report is designed to provide a general overview of the County's finances for all those with 
an interest in the government's finances. Questions concerning any of the information provided in this 
report or requests for additional financial information should be addressed to the McKean County 
Controller, McKean County Court House, Smethport, PA 16749. 



Primary Component

Government  Unit 

Governmental  Airport

Activities Authority

Assets and Deferred Outflows of Resources

Current Assets
Cash and cash equivalents 4,490,492$      550,272$         

Investments 489,217           -                       

Taxes receivable, net 2,621,154        -                       

Due from other governments 2,668,682        412,775           

Due to fiduciary funds, net 77,230             -                       

Other receivables 1,408               35,109             

Inventory -                       46,418             

Prepaid items 273,241           3,484               

Total current assets 10,621,424      1,048,058        

Capital Assets
Land 327,241           198,456           

Construction in progress -                       1,215,559        

Land improvements -                       5,123,546        

Runways and other -                       10,941,376      

Buildings and improvements 21,528,613      4,505,880        

Furniture and equipment 5,528,868        2,103,679        

Less: accumulated depreciation (14,023,732)     (12,438,848)     

Total capital assets 13,360,990      11,649,648      

Net Pension Asset -                       166,821           

Total assets 23,982,414      12,864,527      

Deferred Outflows of Resources - Pension 3,978,543        48,679             

Total assets and deferred outflows of resources 27,960,957$    12,913,206$    

Liabilities, Deferred Inflows of Resources and Net Position

Current Liabilities

Accounts payable 2,170,557$      397,618$         

Unearned revenue 555,282           -                       

Accrued interest payable 25,300             -                       

Accrued liabilities 1,255,655        2,660

Current portion of bonds and notes payable 810,000           48,042             

Total current liabilities 4,816,794        448,320           

Noncurrent liabilities

Net pension liability 10,139,812      -                       

Compensated absences 615,551           -                       

Bonds and notes payable 5,300,000        582,444           

Total noncurrent liabilities 16,055,363      582,444           

Total liabilities 20,872,157      1,030,764        

Deferred Inflows of Resources - Pension 1,582,162        77,657             

Net Position 

Net investment in capital assets 7,250,990        11,019,162      

Restricted 1,240,199        67,565             

Unrestricted (deficit) (2,984,551)       718,058           

Total net position 5,506,638        11,804,785      

Total liabilities, deferred inflows of resources and net position 27,960,957$    12,913,206$    

County of McKean, Pennsylvania
Statement of Net Position

December 31, 2018

See notes to financial statements
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Net (Expense)

Revenue

and Changes

in Net Position Component

Operating Capital  Unit 

Charges for  Grants and Grants and Governmental  Airport

Functions/Programs Expenses  Services Contributions Activities  Authority

Primary Government

Governmental activities:

General government 6,381,617$      1,678,494$      1,803,040$      -$                     (2,900,083)$     

Courts and related offices 4,972,750        429,591           391,823           -                       (4,151,336)       

Corrections 5,244,499        264,195           145,935           -                       (4,834,369)       

Human services 19,869,016      1,219,779        15,619,872      -                       (3,029,365)       

Interest on long-term debt 167,610           -                       -                       -                       (167,610)          

Total primary government 36,635,492$    3,592,059$      17,960,670$    -$                     (15,082,763)     

Component Unit

Airport Authority 1,326,174$      496,362$         280,500$         866,269$         316,957$         

General Revenues

Property taxes 13,117,355      -                       

Per capita taxes 117,489           -                       

Interest/investment income 82,694             4,001               

Other income 188,731           25,483             

Total general revenues 13,506,269      29,484             

Change in net position (1,576,494)       346,441           

Net position, beginning 7,083,132        11,458,344      

Net position, ending 5,506,638$      11,804,785$    

County of McKean, Pennsylvania
Statement of Activities

Year Ended December 31, 2018

  Contributions

Program Revenues

See notes to financial statements
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Children & Mental Health/ Other
Youth Intellectual Capital  Governmental Total

General Fund   Services Disabilities  Projects Funds  Funds

Assets
Cash and cash equivalents 2,090,981$     311,218$        2,855$            1,720$            2,083,718$     4,490,492$    
Investments -                     -                     -                     489,217          -                     489,217         
Taxes receivable, net 2,621,154       -                     -                     -                     -                     2,621,154      
Due from other funds 1,926,811       331,896          738,889          3,000,000       79,671            6,077,267      
Due from other governments 71,471            1,673,257       20,182            -                     903,772          2,668,682      
Other receivables 1,408              -                     -                     -                     -                     1,408             
Prepaid expenses 273,241          -                     -                     -                     -                     273,241         

Total assets 6,985,066$     2,316,371$     761,926$        3,490,937$     3,067,161$     16,621,461$  

Liabilities, Deferred Inflows of Resources, 
 and Fund Balances

Liabilities:
Accounts payable 16,306$          551,514$        752,503$        -$                   850,234$        2,170,557$    
Due to other funds 4,358,400       1,573,877       -                     -                     67,760            6,000,037      
Unearned revenue -                     67,104            -                     -                     488,178          555,282         
Accrued vacation 334,803          105,931          9,423              -                     63,222            513,379         
Accrued liabilities 742,276          -                     -                     -                     -                     742,276         

Total liabilities 5,451,785       2,298,426       761,926          -                     1,469,394       9,981,531      

Deferred inflows of resources, 
Unearned revenue - taxes 2,118,123       -                     -                     -                     -                     2,118,123      

Fund balances:
Nonspendable 273,241          -                     -                     -                     -                     273,241         
Restricted -                     17,945            -                     -                     1,222,254       1,240,199      
Committed -                     -                     -                     3,490,937       -                     3,490,937      
Assigned -                     -                     -                     -                     375,513          375,513         
Unassigned (deficit) (858,083)         -                     -                     -                     -                     (858,083)        

Total fund balances (584,842)         17,945            -                     3,490,937       1,597,767       4,521,807      

Total liabilities, deferred inflows of 
    resources, and fund balances 6,985,066$     2,316,371$     761,926$        3,490,937$     3,067,161$     16,621,461$  

County of McKean, Pennsylvania
Balance Sheet
Governmental Funds
December 31, 2018
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Total Fund Balances, Governmental Funds 4,521,807$       

Amounts Reported for Governmental Activities in the
Statement of Net Position are Different Because:

Capital assets used in governmental activities are not current 
financial resources and therefore are not reported in the fund 
financial statements, but are reported in the governmental activities 
of the statement of net position.  The cost of assets is $27,384,722
and the accumulated depreciation is $14,023,732. 13,360,990       

Property taxes receivable will be collected this year, but are 
not available soon enough to pay for the current period's  
expenditures, and therefore, are reported as a deferred
inflow of resources in the funds. 2,118,123         

Deferred outflows related to net pension liability 
are not reported in the governmental funds, however
are reported in the statement of net position. 3,978,543         

Deferred inflows related to net pension liability 
are not reported in the governmental funds, however
are reported in the statement of net position. (1,582,162)        

Certain liabilities are not due and payable in the current period
and, therefore, are not reported in the funds:
     Net pension liability (10,139,812)      
     Compensated absences (615,551)           
     Bonds and notes payable (6,110,000)        
     Accrued interest payable (25,300)             

(16,890,663)      

Net Position of Governmental Activities in the Statement of Net Position 5,506,638$       

County of McKean, Pennsylvania
Reconciliation of the Balance Sheet of the Governmental Funds to the Statement of Net Position
December 31, 2018



Children & Mental Health/ Other

Youth Intellectual Capital  Governmental 

General Fund   Services Disabilities  Projects Funds Total

Revenues

Real estate taxes 13,073,674$  -$                   -$                   -$                   -$                   13,073,674$  
Per capita taxes 117,489         -                     -                     -                     -                     117,489         
Intergovernmental revenue 2,869,174      6,098,844      4,252,886      -                     4,229,289      17,450,193    
Charges for services 2,611,520      -                     -                     -                     1,272,927      3,884,447      
Interest and investment income 34,867           157                5,647             27,788           14,235           82,694           
Other income 126,174         276,800         24                  -                     24,158           427,156         

Total revenues 18,832,898    6,375,801      4,258,557      27,788           5,540,609      35,035,653    

Expenditures

Current:

General government 5,283,603      -                       -                       -                       -                     5,283,603      
Courts and related offices 4,330,424      -                     -                     -                     614,233         4,944,657      
Corrections 4,533,986      -                     -                     -                     -                     4,533,986      
Human Services 1,619,197      8,342,707      4,295,061      -                       5,013,034      19,269,999    

Capital outlay 507,781         -                       -                       9,591             30,841           548,213         
Debt service:

Principal -                     -                     -                     -                     937,683         937,683         
Interest -                     -                     -                     -                     173,589         173,589         

Total expenditures 16,274,991    8,342,707      4,295,061      9,591             6,769,380      35,691,730    

Excess of revenues over (under) expenditures 2,557,907      (1,966,906)     (36,504)          18,197           (1,228,771)     (656,077)        

Other Financing Sources (Uses)

Operating transfers in 110,005         1,966,943      36,504           -                     1,234,057      3,347,509      
Operating transfers out (3,237,504)     -                     -                     -                     (110,005)        (3,347,509)     

Total other financing sources (uses), net (3,127,499)     1,966,943      36,504           -                     1,124,052      -                     

Net Change in Fund Balances (569,592)        37                  -                     18,197           (104,719)        (656,077)        

Fund Balances (Deficit), Beginning (15,250) 17,908 -                     3,472,740      1,702,486      5,177,884      

Fund Balances, Ending (584,842)$      17,945$         -$                   3,490,937$    1,597,767$    4,521,807$    

County of McKean, Pennsylvania
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

Year Ended December 31, 2018

See notes to financial statements
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Net Change in Fund Balances, Total Governmental Funds (656,077)$        

Amounts Reported for Governmental Activities in the

Statement of Activities are Different Because

Governmental funds report outlays for capital assets as expenditures 

because such outlays use current financial resources. However, in the

statement of activities, the cost of these assets is allocated over their

estimated useful lives as depreciation expense. This is the amount by

which depreciation of $722,064 and loss on disposals of $20,344, exceeded 

capital outlays, $545,611, in the current period.  (196,797)          

Under the modified accrual basis of accounting used in governmental funds,

revenues are unearned until they become available. In the statement of

activities, however, revenues are recorded regardless of when financial

resources are available. This is the change in unearned real estate tax

revenue from 2017 to 2018. 43,682              

Certain compensated absences payable are considered long-term in 

nature, are not reported as liabilities within the funds. Such liabilities 

are, however, reported within the statement of net position, and changes 

in these liabilities are reflected within the statement of activities. This 

amount represents the change in long-term compensated absences 

payable for the year ended December 31, 2018. (19,454)            

Net pension liability is considered long-term in nature, and is not reported as a liability 

within the funds. Such liability is, however, reported within the statement of net

position, and changes in the liability are reflected within the statement of

activities. This represents the change in pension liability and the deferred outflows

and inflows of resources related to the net pension liability. (1,691,510)       

The issuance of long-term debt (e.g. bonds, notes) provides current financial

resources to governmental funds, while the repayment of the principal of

long-term debt consumes the current financial resources of governmental

funds. Neither transaction, however, has any effect on the government-wide 

net position. During the year ended December 31, 2018, this amount represents

the County's repayment of principal on long-term debt. 937,662            

Interest on long-term debt in the statement of activities differs from the

amount reported in the governmental funds because interest is recognized

as an expenditure in the funds when it is due, and thus requires the use

of current financial resources. In the statement of activities, interest

expense is recognized as the interest accrues, regardless of when it

is due. This represents the change in accrued interest payable from

2017 to 2018. 6,000                

Change in Net Position of Governmental Activities (1,576,494)$     

County of McKean, Pennsylvania
Reconciliation of the Statement of Revenues,

Expenditures, and Changes in Fund Balances of

Governmental Funds to the Statement of Activities

Year Ended December 31, 2018

See notes to financial statements
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Variances 

Original Final Favorable

 Budget  Budget Actual (Unfavorable)

Revenues

Real estate taxes 12,678,555$    12,678,555$    13,073,674$    395,119$         

Per capita taxes 123,517           123,517           117,489           (6,028)              

Intergovernmental revenues 1,674,401        1,674,401        2,869,174        1,194,773        

Charges for services 2,388,102        2,388,102        2,611,520        223,418           

Interest income 16,061             16,061             34,867             18,806             

Other income 541,100           541,100           126,174           (414,926)          

Total revenues 17,421,736      17,421,736      18,832,898      1,411,162        

Expenditures

Current:

General government 4,672,489        4,672,489        5,283,603        (611,114)          

Courts and related offices 4,172,384        4,172,384        4,330,424        (158,040)          

Corrections 3,907,865        4,227,865        4,533,986        (306,121)          

Human services 1,223,600        1,223,600        1,619,197        (395,597)          

Capital outlay 628,534           308,534           507,781           (199,247)          

Total expenditures 14,604,872      14,604,872      16,274,991      (1,670,119)       

Excess of Revenues Over

Expenditures 2,816,864        2,816,864        2,557,907        (258,957)          

Other Financing Sources (Uses)

Operating transfers in 151,745           151,745           110,005           (41,740)            

Operating transfers out (2,968,609)       (2,968,609)       (3,237,504)       (268,895)          

Total other financing sources (uses), net (2,816,864)       (2,816,864)       (3,127,499)       (310,635)          

Net Changes in Fund Balance -                       -                       (569,592)          (569,592)          

Fund Balances (Deficit), Beginning -                       -                       (15,250)            (15,250)            

Fund Balances (Deficit), Ending -$                     -$                     (584,842)$        (584,842)$        

County of McKean, Pennsylvania
Statement of Revenues, Expenditures, and Changes

in Fund Balance - Budget and Actual - General Fund

Year Ended December 31, 2018

See notes to financial statements
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Original Variances 

 and Final Favorable

 Budget Actual (Unfavorable)

Revenues

Intergovernmental revenues 6,732,245$       6,098,844$       (633,401)$        

Interest income 25                     157                   132                   

Other income 303,453            276,800            (26,653)            

Total revenues 7,035,723         6,375,801         (659,922)          

Expenditures

Current:

Human services 8,754,690         8,342,707         411,983            

Deficiency of Revenues Over

Expenditures (1,718,967)       (1,966,906)       (247,939)          

Other Financing Sources

Operating transfers in 1,718,967         1,966,943         247,976            

Net Changes in Fund Balance -                       37                     37                     

Fund Balances, Beginning -                       17,908              17,908              

Fund Balances, Ending -$                     17,945$            17,945$            

County of McKean, Pennsylvania
Statement of Revenues, Expenditures, and Changes

in Fund Balance - Budget and Actual - Children & Youth Services

Year Ended December 31, 2018

See notes to financial statements
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Original Variances 

 and Final Favorable

 Budget Actual (Unfavorable)

Revenues

Intergovernmental revenues 3,961,600$       4,252,886$       291,286$          

Interest income 3,723                5,647                1,924                

Other income -                        24                     24                     

Total revenues 3,965,323         4,258,557         293,234            

Expenditures

Current,

Human services 4,288,882         4,295,061         (6,179)               

Deficiency of Revenues Over

Expenditures (323,559)           (36,504)             287,055            

Other Financing Sources

Operating transfers in 323,559            36,504              (287,055)           

Net Changes in Fund Balance -                        -                        -                        

Fund Balances, Beginning -                        -                        -                        

Fund Balances, Ending -$                      -$                      -$                      

County of McKean, Pennsylvania
Statement of Revenues, Expenditures, and Changes

in Fund Balance - Budget and Actual - Mental Health/Intellectual Disabilities

Year Ended December 31, 2018

See notes to financial statements
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Employee

 Retirement

 Plan Agency Funds

Assets

Cash and cash equivalents 263,397$          867,824$          

Investments 29,611,994       -                       

Due from other funds -                       8,548                

Property taxes receivable -                       3,177,070         

Court costs and fines receivable -                       4,927,620         

Interest and other receivables -                       7,397                

Total assets 29,875,391$     8,988,459$       

Liabilities

Accounts payable and other liabilities -$                     728,347$          

Escrow payable -                       4,997,304         

Due to other governmental units -                       3,177,070         

Due to other funds 40                     85,738              

Total liabilities 40                     8,988,459$       

Net Position

Restricted for pension benefits 29,875,351$     

County of McKean, Pennsylvania
Statement of Fiduciary Net Position

Year Ended December 31, 2018

See notes to financial statements
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Employee

 Retirement

 Plan

Additions

Contributions:

County 250,000$          

Plan members 906,376            

Total contributions 1,156,376         

Investment income:

Net change in fair value of investments (2,573,884)       

Gain on sale of assets 1,198,918         

Interest and dividends 623,731            

Less investment expense (148,777)          

Net investment loss (900,012)          

Total additions 256,364            

Deductions

Benefit payments, including refunds of member contributions 2,441,843         

Administrative expenses 138                   

Total deductions 2,441,981         

Change in Net Position (2,185,617)       

Plan Net Position, Beginning 32,060,968       

Plan Net Position, Ending 29,875,351$     

County of McKean, Pennsylvania
Statement of Change in Fiduciary Net Position

Year Ended December 31, 2018

See notes to financial statements
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1. Summary of Significant Accounting Policies

The accounting methods and procedures adopted by the County of McKean, Pennsylvania (the "County") 
conform to accounting principles generally accepted in the United States of America ("GAAP"). GAAP 
includes all relevant Governmental Accounting Standards Board ("GASB") pronouncements. 

The following notes to the financial statements are an integral part of the County's financial statements:

Financial Reporting Entity

McKean County, Pennsylvania (the "County") operates under the Commonwealth of Pennsylvania 
Title 16 County Code. The County operates under an elected board of three Commissioners and, as 
authorized by the Code, provides the following services:

 Courts and elections - Operates as agents of the Commonwealth of Pennsylvania in the 
administration of justice, maintenance of public records and elections.

 Social services - Promotes the dignity of the County indigent senior citizens.

 Human Services - Administers state and federal grants for programs designed to:

o Protect the welfare of displaced and abused children.

o Assist handicapped, homeless and other disadvantaged citizens to have full and 
responsible participation in society.

o Provide transportation services for eligible citizens.

 Planning - Assists townships, cities and boroughs in planning economic development and 
providing municipal services.

 Emergency 911 - County-wide 9-1-1 emergency telecommunications system.

 General and administrative services.

As required under GAAP, the financial statements of the reporting entity include those of the County 
(the primary government) and its component units. The component units, discussed in Note 2, are 
included in the County's financial reporting entity because of the significance of their operational or 
financial relationship with the County. 

Basis of Presentation

Government-Wide Financial Statements

The statement of net position and statement of activities display information about the County as a 
whole. They include all funds of the County except for fiduciary funds. Governmental activities 
generally are financed through taxes, intergovernmental revenues, and other non-exchange 
revenues. 
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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. Fund financial statements of the County are organized into 
funds, each of which is considered to be a separate accounting entity. Each fund is accounted for by 
providing a separate set of self-balancing accounts that constitute its assets, liabilities, fund equity, 
revenues, and expenditures/expenses. Funds are organized into two major categories: governmental and 
proprietary (the County has no proprietary funds). An emphasis is placed on major funds within the 
governmental and proprietary categories.

The funds of the County are described below:

Governmental Funds

General Fund

The General Fund is the primary operating fund of the County and is always classified as a major 
fund. It is used to account for all activities except those legally or administratively required to be 
accounted for in other funds. 

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are 
either legally restricted to expenditures for specified purposes or designated to finance particular 
functions or activities of the County.

Children and Youth Services Fund (Major Fund)

The Children and Youth Services Fund accounts for child protective services and court ordered 
dependent and delinquent children in protective or correctional institutions.

Mental Health/Intellectual Disabilities (Major Fund)

The Mental Health/Intellectual Disabilities Fund receives federal and state funding and uses the 
funds to provide services to eligible individuals.

The County includes the following Special Revenue Funds, reported as non-major funds:

Fund
Accounts for Funds Legally

Restricted for

Allegheny National Forrest Human services
Domestic Relations Courts and related offices
Food Appropriations Human services
Liquid Fuels Human services
HSDF Block Grant Human services
McKean County Conservation District Human services 
Farmland Program Human services
McKean County 911 Center Human services
Grants Public Welfare Human services
County Clerk of Orphans Courts and related offices
Influenced Offenders Account Human services
Coroner Special Revenue Human services
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Capital Projects Fund (Major Fund)

The Capital Projects Fund receives proceeds from debt issued by the County and from the sale of 
county assets and uses the funds to purchase or improve buildings and equipment. A budget is 
not adopted for this fund.

Debt Service Fund

The Debt Service Fund accounts for resources accumulated for the purpose of funding general 
long-term debt obligations. The Debt Service Fund is reported as a non-major fund.

Fiduciary Funds

Pension Trust Fund (Employee Retirement Plan)

Pension trust funds are used to report the resources that are required to be held in trust for the 
members and beneficiaries of defined benefit pension plans. The County maintains one single-
employer governmental defined benefit pension trust fund, the McKean County Employees' 
Retirement System.

Agency Funds

Agency funds are used to report resources held by the County in a purely custodial capacity (i.e., 
assets = liabilities.) Agency funds reported by the County in the accompanying financial 
statements include cash held by the following County Row Offices/Departments: Prothonotary, 
Sheriff, Adult Probation, District Attorney, Jail-Inmate Commissary, Juvenile Probation, Recorder 
of Deeds, Tax Claims, Revenue, Register of Wills, and District Justices.

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe "how" transactions are recorded within the various 
financial statements. Basis of accounting refers to "when" transactions are recorded regardless of the 
measurement focus applied.

The government-wide financial statements are reported using the economic resource measurement 
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of the related cash flows. Property taxes 
are recognized as revenues in the year for which they are levied. Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Amounts paid to acquire capital assets are capitalized as assets in the government-wide financial 
statements, rather than reported as an expense/expenditure. Proceeds of long-term debt are 
recorded as liabilities in the government-wide financial statements, rather than as financing sources. 
Amounts paid to reduce long-term indebtedness of the reporting government are reported as a 
reduction of the related liability rather than an expense/expenditure.
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Governmental fund financial statements are reported using the current financial resource 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon 
as they are both measurable and available. Revenues are considered to be available when they are 
collectible within the current period or soon enough thereafter to pay liabilities of the current period. 
For this purpose, the County considers revenues to be available if they are collected within 365 days 
of the end of the current fiscal period with the exception of property taxes, which must be received 
within 60 days of year-end to be deemed available. Expenditures generally are recorded when a 
liability is incurred, as under accrual accounting. Licenses, operating and capital grants, and interest 
associated with the current fiscal period are considered to be susceptible to accrual and as such, 
have been recognized as revenues of the current fiscal period. All other revenue items are 
considered to be measurable only when the County receives the cash.

Under the current financial resources measurement focus, only current financial assets and liabilities 
are generally included on their balance sheets. The reported fund balance is considered to be a 
measure of "available spendable resources". Governmental funds operating statements present 
increases (revenues and other financing sources) and decreases (expenditures and other financing 
uses) in current assets. Accordingly, they are said to present a summary of sources and uses of 
"available spendable resources" during the period.

Amounts expended to acquire capital assets are recorded as expenditures in the year the resources 
were expended rather than as fund assets. The proceeds of long-term debt are recorded as another 
financing source rather than a fund liability. However, debt service expenditures are recorded only 
when payment is due.

Amounts reported as program revenues include charges to citizens, customers or applicants for 
goods, services, or privileges provided and operating grants and contributions. Internally dedicated 
resources are reported as general revenues rather than as program revenues. Likewise, general 
revenues include all taxes.

Budgets and Budgetary Accounting

Formal budgetary accounting is employed as a management control for the General Fund and certain 
Special Revenue Funds. Most County funds adopt an annual operating budget. All budgets are 
adopted on a basis consistent with GAAP. The appropriated budget is prepared by fund, function, and 
department. Expenditures cannot legally exceed budgeted appropriations at the fund level. 
Additionally, management cannot revise the total budget obligation at the fund level without the 
approval of the Board of Commissioners. The County's department heads may make transfers of 
appropriations within their departments. All annual appropriations lapse at fiscal year-end. At 
December 31, 2018, the County has presented budgetary comparison information within the 
accompanying financial statements for its General Fund, Children and Youth Services Fund, and 
Mental Health/Intellectual Disabilities Fund. 

The Commissioners may, at any time by resolution, make supplemental appropriations for any lawful 
purpose from any funds on hand or estimated to be received within the year and not otherwise 
appropriated, including the proceeds of any borrowing authorized by law. The Commissioners may 
authorize the transfer of any unencumbered balance of any appropriation item or any portion thereof. 
There were no supplemental appropriations (budget revisions) enacted in 2018, however there were 
budget transfers.



County of McKean, Pennsylvania 
Notes to Financial Statements
December 31, 2018 

26

The County follows these procedures in establishing the budgetary data reported in the financial 
statements:

 During August and September, the department heads use current financial status reports to 
develop financial projections for their programs for the ensuing year.

 Departments are to submit budget estimates to the Director of Finance by October 1st. 

 Prior to December 1st, the final budget is presented to the Commissioners. Pursuant to 
budgetary requirements set forth in the County Code, public notice is given that the final 
budget is available for inspection for a period of 20 days.

 After the 20-day inspection period, but before December 31, the County Commissioners 
adopt the final budget by enacting an appropriate resolution.

 As required by the Commonwealth of Pennsylvania County Code, the proposed budget is 
then made available for public inspection for at least 20 days prior to the date of adoption 
(adoption is required by December 31). Subsequent to the budget approval, the County 
Commissioners place the budget in effect and fix the rate of taxation. Within 15 days 
subsequent to the legal adoption of the budget, the County Commissioners file a copy of the 
budget with the Commonwealth of Pennsylvania, Department of Community and Economic 
Development. 

Encumbrances

Encumbrance accounting, under which purchase orders and other commitments for the expenditure 
of monies are recorded in order to reserve that portion of the applicable appropriations, is not 
employed by the County.

Cash Equivalents

The County considers all highly liquid investments (including restricted assets) with an original 
maturity of three months or less to be cash equivalents.

Investments

Investments of the Employee Retirement Trust Fund are stated at fair value for both reporting and 
actuarial purposes. Securities traded on a national or international exchange are valued at the last 
reported sales price at current exchange rates. Investments that do not have an established market 
are generally reported at cost which is not expected to be materially different from fair value.

The County's investments in its Capital Projects Fund and Employee Retirement Trust Fund are 
comprised of a variety of financial instruments and are managed by an external investment advisor. 
The fair values reported in the financial statements are exposed to various risks, including changes in 
the equity markets, the interest rate environment, and general economic conditions. Due to the level 
of risk associated with certain investments and the level of uncertainty related to changes in the fair 
value of investment securities, it is reasonably possible that the amounts reported in the 
accompanying financial statements could change materially in the near term.

Interfund Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the 
end of the fiscal year are referred to as either "due to/from other funds" (i.e., the current portion of 
interfund loans) or advances to/from other funds (i.e., the non-current portion of interfund loans). 
All other outstanding balances between funds are reported as "due to/from other funds."
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Taxes Receivable

Taxes receivable are reported at net realizable value. Amounts are written off when they are 
determined to be uncollectible based upon management's assessment of individual amounts. The 
allowance for doubtful accounts is estimated based upon a combination of the County's historical 
losses and a percentage of aged receivables. The allowance for uncollectible real estate taxes as 
of December 31, 2018 amounted to $129,435. 

Deferred Outflows/Inflows of Resources

In addition to assets, the County reports a separate section for deferred outflows (inflows) of 
resources. This separate financial statement element represents a consumption (acquisition) of 
net position that applies to a future period and so will not be recognized as an outflow (inflow) of 
resources until that time.

Capital Assets

Capital assets include buildings, improvements, furniture, and equipment which are reported in the 
governmental activities column of the government-wide financial statements. Capital assets with 
initial, individual costs that equal or exceed $5,000 and estimated useful lives in excess of one year 
are recorded as capital assets. Capital assets are recorded at historical costs or estimated costs if 
purchased or constructed. Donated capital assets are recorded at estimated fair value at the date of 
donation. The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend its useful life are not capitalized. 

Compensated Absences

All full-time employees accumulate one and one-fourth days of sick leave for each month of service. 
Sick leave may accumulate up to 130 days. Upon resignation or retirement, any outstanding sick 
leave is paid at 50 percent for employees attaining 20 years of service or age 60. For other 
employees, unused sick leave is lost.

All full-time employees are credited for vacation time starting from their date of hire. Any employee 
who is laid off, discharged, retired or otherwise separated from employment is compensated in cash 
for any unused vacation days up to a maximum of the number of days earned in a two-year period 
plus unused comp time, which is earned for each hour worked over 40 hours per week and which 
accumulates indefinitely.

All sick leave is accrued in the government-wide financial statements. A liability for accrued vacation
is reported in governmental funds.

Government-Wide Statements

In the government-wide financial statements, capital assets arising from cash transactions are 
accounted for as assets in the Statement of Net Position, as described above. Infrastructure assets 
acquired since January 1, 2003 are recorded at cost.

Depreciation of all exhaustible capital assets arising from cash transactions is recorded as an 
expense in the Statement of Activities, with accumulated depreciation reflected in the Statement of 
Net Position. Depreciation is provided over the assets' estimated useful lives using the straight-line 
method of depreciation.
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Estimated useful lives for each capital asset category of the County's capital assets are as follows:

Years

Buildings 40-50
Equipment 5-10
Improvements 10-25

Fund Financial Statements

In the fund financial statements, capital assets arising from cash transactions acquired for use in 
governmental fund operations are accounted for as capital outlay expenditures of the governmental 
fund upon acquisition. 

Unearned Revenues

Unearned revenues reported in government-wide financial statements will be recognized as revenue 
in the fiscal year they are earned in accordance with the accrual basis of accounting. Unearned 
revenues reported in governmental fund financial statements represent revenues, which are 
measurable but not available and in accordance with the modified accrual basis of accounting are 
reported as unearned revenues. 

Interfund Transactions

As a result of its operations, the County affects a variety of transactions between funds to finance 
operations. Accordingly, to the extent that certain interfund transactions have not been paid or 
received as of December 31, 2018, appropriate interfund receivables or payables have been 
established. To the extent practical, the effect of interfund activity has been eliminated from the 
government-wide financial statements. 

Equity Classification

Government-Wide Statements

Equity is classified as net position and displayed in three components:

a. Net investment in capital assets - Consist of capital assets including restricted capital 
assets, net of accumulated depreciation and reduced by the outstanding balances on any 
bonds, mortgages, notes or other borrowings that are attributable to the acquisition, 
construction, or improvements of those assets.

b. Restricted net position - Consist of net position with constraints placed on the use either 
by (1) external groups such as creditors, grantors, contributors, or laws and regulations of 
other governments, or; (2) law through constitutional provisions or enabling legislation.

c. Unrestricted net position - All other net position that do not meet the definition of 
"restricted" or "invested in capital assets, net of related debt".

It is the County's policy to first use restricted net position prior to the use of unrestricted net 
position when an expense is incurred for purposes for which both restricted and unrestricted net 
position are available.

Fund Financial Statements

Governmental fund equity is classified as fund balance. 
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Governmental Fund Balance Classification/Policies and Procedures

The County classifies its governmental fund balances as follows:

 Non-spendable - includes fund balance amounts that cannot be spent either because they 
are not in spendable form or because of legal or contractual constraints, such as inventory or 
prepaid expenses

 Restricted - includes fund balance amounts that are constrained for specific purposes which 
are externally imposed by providers, such as creditors or amounts constrained due to 
constitutional provisions or enabling legislation

 Committed - includes fund balance amounts that are constrained for specific purposes that 
are internally imposed by the County through formal action of the County's "highest level of 
decision-making authority"

o The Board of Commissioners of the County is its highest level of decision-making 
authority, and

o The Board of Commissioners commits funds through ordinances.

 Assigned - includes fund balance amounts that are constrained for specific purposes that are 
internally imposed by the County

o The Board of Commissioners authorized the County Controller to assign funds to 
specific purposes.

 Unassigned - includes positive fund balance within the General Fund which has not been 
classified within the above mentioned categories and negative fund balances in other 
governmental funds

In governmental funds when an expenditure is incurred that can be paid using either restricted or 
unrestricted resources, the County's policy is generally to first apply the expenditure toward restricted 
resources and then to unrestricted resources.

When an expenditure is incurred that can be paid using either committed, assigned, or unassigned 
amounts, the County's policy is generally to apply the expenditure to committed resources, and then 
to unassigned resources.

Use of Estimates

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

The County adopted GASB Statement No. 85, Omnibus 2017 for the year ended December 31, 2018. 
GASB 85 enhances consistency in application of accounting and financial reporting requirements. 
Consistent reporting will improve the usefulness of information for users of state and local 
government financial statements. The adoption of this standard did not have a significant impact on 
the County's financial statements.

The County adopted GASB Statement No. 86, Certain Debt Extinguishment Issues for the year 
ended December 31, 2018. Statement No. 86 provides additional guidance on the accounting and 
financial reporting for in-substance defeasance of debt, for prepaid insurance on debt that is 
extinguished, and notes to financial statements for debt that is defeased in substance. The adoption 
of this standard did not have any impact on the County's financial statements.

2. Reporting Entity

In accordance with GASB Statement Nos. 14, 39, 61 and 80, the County has evaluated all related entities 
(authorities, commissions and affiliates) for possible inclusion in the financial reporting entity.

The component units discussed below are included in the County's reporting entity because of the 
significance of financial and operational relationships with the County. These component units have been 
included in the financial reporting entity as follows: 

Discretely Presented Component Unit

Discretely presented component units are separate legal entities that meet the component unit 
criteria, but do not meet the criteria for blending (a blended component unit's governing body is the 
same or substantially the same as the primary government, or provides services entirely to the 
primary government). 

The component unit that is discretely presented in the County's report is presented below:

Component Unit Brief Description/Inclusion Criteria

Bradford Regional Airport Authority Operates the Bradford Regional Airport. County 
Commissioners appoint all board members and 
the County has guaranteed Airport Authority 
debt.

Separately issued financial statements are available through the County’s Chief Clerk for the Bradford 
Regional Airport Authority for its year ended December 31, 2018.
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Blended Component Unit

The component unit that is blended in the County's report as a non-major governmental fund is 
presented below:

Component Unit Brief Description/Inclusion Criteria

McKean County Conservation District Promotes protection, conservation and sustainable 
use of natural resources. County 
Commissioners appoint a voting majority of 
Conservation District board members, the 
Conservation District is fiscally dependent upon 
the County, and management of the 
Conservation District are County employees.

Separately issued financial statements are available through the County’s Chief Clerk for the McKean 
County Conservation District for its year ended December 31, 2018.

Related Organizations

The following organizations are considered to be related organizations of the County because of their 
relationship and mutual interest. Although the County appoints a voting majority of the organizations' 
governing boards in most instances, the County does not impose its will or have significant financial 
accountability for these organizations. The related organizations are as follows:

 McKean County Industrial Development Authority

 McKean County Housing Authority

 McKean County Planning Commission

 McKean County Redevelopment Authority

 McKean County Hospital Authority

3. Cash and Cash Equivalents and Investments

Under Section 1706 of the County Code of the Commonwealth of Pennsylvania, the County is authorized 
to invest in the following:

A. United States Treasury bills.

B. Short-term obligations of the United States government or its agencies or instrumentalities.

C. Savings accounts or time deposits, other than certificates of deposit, or share accounts of 
institutions having their principal place of business in the Commonwealth of Pennsylvania 
("Commonwealth") and insured by the Federal Deposit Insurance Corporation ("FDIC").

D. Obligations of the United States or any of its agencies or instrumentalities backed by the full faith 
and credit of the United States, the Commonwealth, or of any agencies or instrumentalities 
backed by the full faith and credit of the Commonwealth or of any political subdivision of the 
Commonwealth or any of its agencies or instrumentalities backed by the full faith and credit of the 
political subdivision. The County may also invest in shares of a registered investment company 
under the Investment Company Act of 1940, whose shares are registered under the Securities 
Act of 1933.
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E. Certificates of deposit purchased from institutions having their principal place of business in or 
outside the Commonwealth, which are insured by federal agencies. For any amounts in excess of 
the insured maximum, such deposits shall be collateralized by a pledge or assignment of assets 
pursuant to Act No. 72 of the General Assembly. Certificates of deposit may not exceed 
20 percent of a bank's total capital surplus or 20 percent of a savings and loan's or savings 
bank's assets net of its liabilities.

F. "Commercial paper" and "prime commercial paper" meeting certain requirements.

Pension or retirement funds may be invested by the County according to the "Prudent Man Rule" as 
defined by the Decedents, Estates, and Fiduciaries Act, 20 PA C.S.CH.73, which is referred to in the 
County Code.

The deposit and investment policy of the County adheres to state statutes. Deposits of the governmental 
funds are generally maintained in savings or demand deposit accounts. The deposits and investments of 
the capital projects and pension trust funds are administered by trustees and are held separately from 
those of other County funds.

GASB Statement No. 40, Deposit and Investment Risk Disclosures, requires disclosures related to the 
following deposit and investment risks; credit risk, custodial credit risk, concentration of credit risk, interest 
rate risk, and foreign currency risk. The following is a description of the County's deposit and investment 
risks.

Deposits with Financial Institutions

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the County will not recover its 
deposits or will not be able to recover collateral securities that are in the possession of an outside 
party. The County does not have a formal deposit policy for custodial credit risk. As of 
December 31, 2018, the aggregate bank balance of bank deposits was $5,739,439, of which 
$500,000 was covered by federal depository insurance, $3,626,767 was collateralized with 
securities held by the financial institution in the County's name, and the uninsured remaining bank 
deposits of $1,612,672 were covered by pledged pools of assets maintained in accordance with 
Act 72 of the Pennsylvania General Assembly that requires the institution pool collateral for all 
governmental deposits. The carrying amount of these bank deposits was $5,621,713 at 
December 31, 2018.

Investments

As of December 31, 2018, the County had the following investments in its Capital Projects and 
Pension Trust Funds:

Investments Maturities Fair Value

Cash and cash equivalents N/A $ 640,491
Accrued interest N/A 72,207
Mutual funds N/A 1,950,157
Equity securities N/A 12,086,115
Corporate bonds Average of 5 years 7,617,966
Government asset backed securities Average of 18 years 2,912,659
U.S. Treasury securities Average of 11 years 4,821,616

Total investments $ 30,101,211
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Custodial Credit Risk - For an investment, custodial credit risk is the risk that, in the event of the 
failure of the counterparty, the County will not be able to recover the value of its investments or 
collateral securities that are in the possession of an outside party. At December 31, 2018, all of the 
County's investments were held by Northwest Savings Bank, and were insured by SIPC up to 
$500,000.

Credit Risk - Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the 
holder of the investment. This is measured by the assignment of a credit rating by a nationally 
recognized rating organization. The County does not have a policy that would protect against credit 
risk by limiting investments to specific credit ratings.

As of December 31, 2018 the County's credit quality distribution of securities as a percentage of total 
investments is as follows:

Credit Quality Distribution of Securities with Credit
Exposure as a Percentage of Total Investments

Security Type Credit Rating
Percent of 
Portfolio

Cash and cash equivalents NR 2.1 %
Accrued interest NR 0.2
Mutual funds NR 6.5
Equity securities NR 40.2
Corporate bonds AAA to BBB 25.3
Government asset backed securities AAA 9.7
US Treasury securities AAA 16.0

Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to the 
magnitude of the County's investment in a single issuer. The County's investment policy limits 
investments in any one issuer (excluding direct or indirect obligations of the U.S. Government) to 10 
percent of total plan assets.

Interest Rate Risk - Interest rate risk is the risk that changes in market rates will adversely affect the 
fair value of an investment. Generally, the longer the maturity of an investment, the greater the 
sensitivity of its fair value to changes in market interest rates. The County 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.

Foreign Currency Risk - Foreign currency risk is the risk that changes in the foreign exchange rate 
will adversely affect the fair value of an investment. There are currently no investments in securities 
exchanged in foreign denominations. The County does not have a formal policy for foreign currency 
risk.
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Fair Value Measurements

The County categorizes its fair value measurements within the fair value hierarchy established by 
generally accepted accounting principles. The County has the following recurring fair value 
measurements as of December 31, 2018:

December 31, 2018

Total Fair Value

Quoted Prices in 
Active Markets 

for Identical 
Assets (Level 1)

Significant 
Other 

Observable 
Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3)

Investment by fair value level
Debt securities:

U.S. Treasury securities $ 4,821,616 $ - $ 4,821,616 $ -
Government asset backed 

securities 2,912,659 - 2,912,659 -
Corporate bonds 7,617,966 6,176,230 1,441,736 -

Common stocks:
Consumer discretionary 890,150 890,150 - -
Consumer staples 2,463,380 2,463,380 - -
Energy 248,432 248,432 - -
Financials 723,851 723,851 - -
Health care 3,136,388 3,136,388 - -
Industrials 111,318 111,318 - -
Information technology 3,252,062 3,252,062 - -
Materials 689,855 689,855 - -
Telecommunications 570,679 570,679 -

Mutual funds:
International 1,348,808 1,348,808 - -
Real estate 601,349 601,349 - -

Total fair value 29,388,513 $ 20,212,502 $ 9,176,011 $ -

Cash and cash equivalents 640,491
Accrued interest income 72,207

Total investments $ 30,101,211

The valuation methods for recurring fair value measurements are as follows:

 Equity securities (common stocks) and mutual funds classified in Level 1 of the fair value 
hierarchy are valued using prices quoted in active markets for those securities. 

 Debt securities classified in Level 2 of the fair value hierarchy are valued using a matrix 
pricing technique. Matrix pricing is used to value securities based on the securities' 
relationship to benchmark quoted prices.
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4. Due from Other Governments

The amounts reported in the County's various governmental funds at December 31, 2018 as due from 
other governments is summarized below:

Federal State Total

General Fund $ 20,398 $ 51,073 $ 71,471
Children & Youth Services 478,021 1,195,236 1,673,257
Mental Health/Intellectual Disabilities 20,182 - 20,182
Non-Major Funds 586,509 317,263 903,772

Total $ 1,105,110 $ 1,563,572 $ 2,668,682

5. Real Estate Taxes

Real estate taxes are levied on February 1 and are payable on the following terms: 2 percent discount 
February 1 through March 31; face amount April 1 through May 31; and 10 percent penalty after May 31. 
The County bills these taxes, which are collected by elected tax collectors, and revenues are recognized 
in the period in which they are collected (pursuant to the modified cash basis of accounting). The County 
collects delinquent real estate taxes for itself and for other taxing authorities.

The County is permitted by the County Code to levy real estate taxes up to 25 mills on every dollar of 
adjusted valuation for general County purposes, exclusive of the requirements for the payment of interest 
and principal on funded debt. The County levy for 2018 was 11.25 mills. 

Tax Abatement Programs

The County provides property tax abatements under four programs: the Keystone Opportunity Zone 
Program, the Local Economic Revitalization Tax Assistance Program, the Clean and Green Program 
and a Tax Increment Financing Program.

The Keystone Opportunity Zone Program ("KOZ") provides property tax abatements to encourage 
businesses and residents to locate in designated zones in the County. The KOZ Program is 
established by a Pennsylvania state statute and is administered by the Pennsylvania Department of 
Community and Economic Development. The abatements equal 100 percent of the property tax, are 
administered as a reduction in the tax bill, and last for varying periods through 2024.

The Local Economic Revitalization Tax Assistance Program ("LERTA") provides property tax 
abatements to provide a tax break to new commercial properties in certain sections of the County for 
five years as a way to stimulate business and economic growth. The abatements apply to the 
assessed value of improvements to a property. For the first year, 100 percent of the improvements 
are abated, subsequent years are reduced by 20 percent each year in the five year period. 

The Clean and Green Program is a preferential tax assessment program that bases property taxes on 
use values rather than fair market values. This ordinarily results in a tax savings for landowners. The 
Pennsylvania General Assembly enacted the program in 1974 as a tool to encourage protection of 
the Commonwealth's valuable farmland, forestland and open spaces. A property must be ten acres in 
size and in Agricultural Use, Agricultural Reserve, or Forest Reserve. Agricultural Use applications 
may be less than 10 acres in size if the property is capable of generating at least $2,000 annually in 
farm income.
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The Tax Increment Financing Program ("TIF") provides property tax abatements under Pennsylvania 
Act 113 of 1990, titled the Pennsylvania Tax Increment Financing Act. This Act provides authority for 
local taxing bodies to cooperate in providing financing for redevelopment and development of blighted 
areas and for payment of debt service used to develop and redevelop blighted areas and for the 
payment of debt service used to develop and redevelop blighted areas in their jurisdictions which will 
generate new development and increase taxes. 

Information relevant to the disclosure of these programs for the calendar year ended December 31, 
2018, is:

Tax Abatement Program

Amount of 
Taxes Abated 
during 2018

KOZ Program $ 33,526
LERTA Program 33,102
Clean and Green Program 1,088,110
TIF Program 17,848

Total $ 1,172,586

6. Capital Assets

Primary Government

A summary of changes in capital assets is as follows:

January 1, 
2018 Additions Disposals Transfers

December 31,
2018

Governmental activities
Capital assets not being depreciated,

Land $ 327,241 $ - $ - $ - $ 327,241

Capital assets being depreciated:
Buildings and improvements 21,264,830 263,783 - - 21,528,613
Furniture and equipment 4,601,669 219,194 (27,125) - 4,793,738
Vehicles 672,496 62,634 - - 735,130

Total capital assets being 
depreciated 26,538,995 545,611 (27,125) - 27,057,481

Less accumulated depreciation for:
Buildings and improvements 8,806,012 474,340 - - 9,280,352
Furniture and equipment 4,074,521 158,214 (6,781) - 4,225,954
Vehicles 427,916 89,510 - - 517,426

Total accumulated 
depreciation 13,308,449 722,064 (6,781) - 14,023,732

Total capital assets being 
depreciated, net 13,230,546 (176,453) (20,344) - 13,033,749

Governmental activity capital assets, 
net $ 13,557,787 $ (176,453) $ (20,344) $ - $ 13,360,990
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Depreciation expense was charged to functions/programs of governmental activities as follows:

General government $ 310,487
Corrections 209,399
Human services 202,178

$ 722,064

Component Unit - Airport Authority

Balance
January 1, 

2018 Additions
Transfers/

Dispositions

Balance
December 31, 

2018

Capital assets, not being 
depreciated:

Land $ 198,456 $ - $ - $ 198,456
Construction in progress 372,988 842,571 - 1,215,559

Total capital assets, not 
being depreciated 571,444 842,571 - 1,414,015

Capital assets, being depreciated:

Buildings 4,505,880 - - 4,505,880
Improvements 5,123,546 - - 5,123,546
Machinery and equipment 2,103,679 - - 2,103,679
Runway projects and 

improvements 10,941,376 - - 10,941,376

Total capital assets, 
being depreciated 22,674,481 - - 22,674,481

Less accumulated depreciation 11,981,567 457,281 - 12,438,848

Total $ 11,264,358 $ 385,290 $ - $ 11,649,648

7. Long-term Debt

As of December 31, 2018, the County's long-term debt consisted of the following:

Description
Interest 

Rate
Balance at 

1/1/18 Additions Retirements
Balance at 
12/31/18 Current Portion

2007 General 
Obligation Note 2.75% $ 147,662 $ - $ 147,662 $ - $ -

2011 General 
Obligation Bond 2.375-3.65% 1,455,000 - 275,000 1,180,000 285,000

2012 General 
Obligation Bond 2.00-2.75% 1,660,000 - 315,000 1,345,000 325,000

2013 General 
Obligation Bond 2.00-2.375% 3,785,000 - 200,000 3,585,000 200,000

Total $ 7,047,662 $ - $ 937,662 $ 6,110,000 $ 810,000
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Specific information on each debt instrument is as follows:

In 2007, the County issued its $1,310,000 General Obligation Note, Series of 2007, due in annual 
installments of $151,745, including interest at 2.75 percent through 2018. This Note was in the form 
of a Pennsylvania Infrastructure Bank ("PIB") Loan through the Commonwealth of Pennsylvania, 
Department of Transportation. The proceeds of the Note were used to construct a replacement bridge 
on Boyer Crossing Road. 

In 2011, the County issued its $3,145,000 General Obligation Bonds, Series of 2011, due in varying 
annual installments including interest at rates ranging from 2.375 percent to 3.65 percent through 
2022. The proceeds of the bonds were used to advance refund the County's General Obligation 
Bonds, Series of 2006, and to pay the costs of issuing and insuring the Bonds.

In 2012, the County issued its $3,590,000 General Obligation Bonds, Series of 2012, due in varying 
annual installments including interest at rates ranging from 2.00 percent to 2.75 percent through 
2022. The proceeds of the bonds were used to currently refund the County's General Obligation 
Bonds, Series A of 2007, to currently refund the County's General Obligation Bonds, Series B of 
2007, to currently refund the County's General Obligation Bonds, Series C of 2007 and to pay the 
costs of issuing the Bonds.

In 2013, the County issued its $4,365,000 General Obligation Bonds, Series of 2013, due in varying 
annual installments including interest at rates ranging from 2.00 percent to 2.375 percent through 
2025. The proceeds of the bonds were used to advance refund the County's General Obligation 
Bonds, Series of 2009, and to pay the costs of issuing and insuring the Bonds.

Interest paid on these bonds and notes during the year ended December 31, 2018 amounted to 
$173,589.

Annual debt service requirements with respect to these issues are as follows:

Principal Interest Total

2019 $ 810,000 $ 151,803 $ 961,803
2020 825,000 132,347 957,347
2021 845,000 111,403 956,403
2022 870,000 88,678 958,678
2023 900,000 63,275 963,275
2024-2025 1,860,000 65,350 1,925,350

Total $ 6,110,000 $ 612,856 $ 6,722,856

8. Compensated Absences and Accrued Vacation

The liability for compensated absences recorded in the governmental activities column on the statement 
of net position, was $615,551 at December 31, 2018. The liability for accrued vacation recorded in the 
governmental funds balance sheet, was $513,379 at December 31, 2018. The changes in the County's 
compensated absences and accrued vacation balances in 2018 are summarized as follows:

Compensated 
Absences

Accrued 
Vacation

Balance, January 1, 2018 $ 596,097 $ 454,939
Increase, net 19,454 58,440

Balance, December 31, 2018 $ 615,551 $ 513,379
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9. Employee Retirement Plan

Plan Description 

The County of McKean Employee Retirement Plan (the "Plan") is a contributory defined benefit 
governmental single employer retirement plan covering all full-time and part-time employees who 
work more than 1,000 hours per year. The Plan provides retirement, disability and death benefits to 
Plan members and their beneficiaries. Cost of living adjustments ("COLA") are provided at the 
discretion of the County Retirement Board. The Board is required to review COLA at least once every 
three years. The Plan is included in the accompanying financial statements of the County as a 
pension trust fund. The Plan does not issue a stand-alone financial report.

The Retirement Board consists of five members: three County Commissioners, the County Treasurer 
and the County Controller. The authority to establish and amend the benefit provisions of the Plan 
rests with the Retirement Board as designated in the County Code and Act 96 of 1971, the County 
Pension Law.

The financial statements of the Retirement Trust Fund are prepared on the accrual basis of 
accounting. Plan members and employer contributions to the Plan are recognized in the period in 
which the contributions are due. Benefits and refunds are recognized when due and payable in 
accordance with the terms of the Plan.

At January 1, 2018, the date of the latest valuation, members of the plan were as follows:

Inactive plan members currently receiving benefits 226
Inactive plan members entitled to benefits but not yet receiving them 28
Current employees 227

Total membership 481

Number of participating employers 1

Benefits Provided

The pension plan provides pension benefits for normal retirement at age 60 (or 55 with 20 years of 
service) based on a formula including final average salary and years of credited service, in addition to 
the member's accumulated contribution to the Plan. Early retirement is available upon 20 years of 
service or after 8 years, if involuntary termination occurs. Members become vested after 8 years of 
service. County employees who terminate prior to entitlement to plan benefits will receive their 
accumulated contributions with interest. The Plan also provides for death and disability benefits.

Funding Policy and Contributions

Employees are required to contribute a portion of their salaries (7 percent of earnings in 2018) to the 
Plan and employees can elect to contribute up to 17 percent of their salaries. Per Act 96 of 1971, 
contribution requirements of the plan members and the County may be amended by the General 
Assembly of the Commonwealth of Pennsylvania. Interest is credited each year in an amount allowed 
by the County Retirement Board to each member's account. Administrative costs of the Plan are 
financed through investment earnings. 

The Plan's funding policy provides for periodic employer contributions at actuarially determined rates 
that, expressed as percentages of annual covered payroll, are sufficient to accumulate assets to pay 
benefits when due. Level percentages of payroll employer contribution rates are determined using the 
entry age normal actuarial cost funding method. 
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The annual required contribution was determined based on the most recent annual actuarial valuation 
dated January 1, 2018. The entry age normal actuarial cost method of funding was used in the 
valuation, which does not identify or separately amortize unfunded actuarial liabilities. Significant 
actuarial assumptions used include (a) a rate of return on the investment of present and future assets 
of 7.50 percent per year compounded annually; (b) projected salary increases of 3.50 percent 
compounded annually; and (c) no postretirement benefit increases. Both (a) and (b) include an 
inflation component of 3.00 percent. The method used to determine the actuarial value of assets is as 
described by Pennsylvania State Law, Act 44, the greater of the market value of assets as of the 
valuation date or the actuarial value of assets as of the prior valuation date, plus contributions and 
other deposits, except investment income, minus benefit payments and administrative expenses or 
other payments, plus credited interest at 1 percent, less than the plans' assumed rate to the valuation 
date. The actuarial value of assets will be limited to a maximum of 120 percent and a minimum of 
80 percent of the market value of assets as of the valuation date. 

The actuarially determined contribution for 2018 of $820,868 was determined based on the most 
recent annual actuarial valuation dated January 1, 2018. Actual County contributions were $250,000 
for the year ended December 31, 2018.

Deposits and Investments

The Plan allows funds to be invested pursuant to a strategy that reduces risk through the prudent 
diversification of the portfolio across a broad selection of asset classes, as approved by the 
Retirement Board, and established the following target allocation across asset categories:

Asset Class
Target 

Allocation

Long-Term 
Expected Real 
Rate of Return

Fixed income 20-70 % 1.3-3.3 %
Domestic equities 30-80 5.4-6.4
International equities 0-30 5.5-6.5
Cash and cash equivalents 0-10 0.0-1.0

Total portfolio 100.0 %

The long-term expected rate of return on the Plan's investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns, 
net of pension plan investment expense and inflation) were developed for each major asset class. 
These ranges were combined to produce 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. 
Best estimates or arithmetic real rates of return for each major asset class included in the Plan's 
target asset allocation for the 2018 measurement period are listed in the table above. 

Rate of Return

For the year ended December 31, 2018, the annual money-weighted rate of return (loss) on pension 
plan investments, net of Plan investment expense, was (2.69) percent. The money-weighted rate of 
return expresses investment performance, net of investment expense, adjusted for the changing 
amounts actually invested.
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Net Pension Liability

The County's net pension liability was measured at January 1, 2018, and the total pension liability 
used to calculate the net pension liability was determined by an actuarial valuation as of that date. 
The components of the net pension liability of the Plan as of December 31, 2018 were as follows:

Total pension liability $ 40,015,163
Plan fiduciary net position 29,875,351

Plan net pension liability $ 10,139,812

Plan fiduciary net position as a percentage of total pension 
liability 74.66%

Changes in the Net Pension Liability

The changes in the County's net pension liability during the year ended December 31, 2018 are as 
follows: 

Increases (Decreases)

Total Pension 
Liability

(a)

Plan Fiduciary 
Net Position

(b)

Net Pension 
Liability 
(a) - (b)

Balances at January 1, 2018 $ 38,479,708 $ 32,060,968 $ 6,418,740

Changes for the year:
Service cost 869,176 - 869,176
Interest cost 2,878,476 - 2,878,476
Changes for experience (3,330) - (3,330)
Changes of benefit terms 232,976 - 232,976
Contributions, employer - 250,000 (250,000)
Contributions, employee - 906,376 (906,376)
Net investment income - (751,235) 751,235
Administration - (148,777) 148,777
Benefit payments, including 

refunds (2,441,843) (2,441,843) -
Other Changes - (138) 138

Net changes 1,535,455 (2,185,617) 3,721,072

Balances at December 31, 2018 $ 40,015,163 $ 29,875,351 $ 10,139,812

The schedule of changes in the employer's net pension liability and related ratios, presented as 
required supplementary information following the notes to the financial statements, presents multi-
year trend information related to the funded status of the Plan.
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Actuarial Assumptions

The total pension liability above was determined by an actuarial valuation performed as of January 1, 
2018 using the following actuarial methods and assumptions:

Actuarial valuation date January 1, 2018
Actuarial cost method Entry-age normal
Actuarial assumptions:

Projected salary increases 3.5 percent 
Inflation 3.0 percent
Interest rate 7.5 percent
Cost-of-living adjustments N/A

Asset valuation method Market value

Mortality rates were based on the RP-2013 Annuitant and Non-annuitant Mortality Tables for Males 
and Females, with no projected improvements. The actuarial assumptions used in the January 1, 
2018 valuation were based on past experience under the Plan and reasonable future expectations 
which represent a best estimate of anticipated experience under the Plan.

Discount Rate

The discount rate used to measure the total pension liability for the Plan was 7.5 percent, the same 
as the prior valuation. The projection of cash flows used to determine the discount rate assumed that 
member contributions will be made at the current contribution rate and that County contributions will 
be made at rates equal to the difference between actuarially determined contribution rates and the 
member rate.

Discount Rate Sensitivity 

The following presents the County's net pension liability, calculated using the discount rate of 7.5 
percent, as well as what the County's proportionate share of the net pension liability would be if it were 
calculated using a discount rate that is 1-percentage-point lower (6.5 percent) or 1-percentage-point 
higher (8.5 percent) than the current rate: 

1%
Decrease
(6.50%)

Current 
Discount Rate

(7.50%)

1%
Increase
(8.50%)

County's net pension liability $ 13,360,193 $ 10,139,812 $ 6,067,642

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources

For the year ended December 31, 2018, the County recognized pension expense of $1,954,604. At 
December 31, 2018, the County reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources:

Deferred 
Outflows of 
Resources

Deferred Inflows 
of Resources

Net difference between projected and actual earnings on 
pension plan investments $ 3,475,589 $ 1,449,443

Differences between expected and actual experience 502,954 132,719

Total $ 3,978,543 $ 1,582,162
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pensions will be recognized in pension expense as follows: 

Years ending December 31:
2019 $ 1,079,169
2020 506,207
2021 188,593
2022 622,412

Total $ 2,396,381

10. Commitments and Contingencies

Grants

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor 
agencies, principally the federal government. Any disallowed claims, including amounts already 
collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures that 
may be disallowed by the grantor cannot be determined at this time although the County expects 
such amounts, if any, to be immaterial.

Litigation

The County is involved in several lawsuits arising in the normal course of business. It is the County's 
opinion that the aggregate amount of potential claims not covered by insurance resulting from claims 
against the County would not materially affect the financial position of the County at December 31, 
2018.

Other Commitments

The County has agreed to guarantee a Bradford Regional Airport Authority loan in the amount of 
$599,558 at December 31, 2018. The loan was used to plan the development of a multi-tenant center 
located at the airport. The County has guaranteed this loan in full, until maturity. The County has not 
been required to make any payments prior to or for the year ending December 31, 2018, related to 
this guarantee.

11. Risk Management

The County is exposed to various risks of loss related to torts; theft of, damage to, and destruction of, 
assets; errors and omissions; injuries to employees; and natural disasters. 

Public Entity Risk Pools

The County participates in the Pennsylvania Counties Risk Pool ("PCoRP"), a public entity risk 
pool program of the County Commissioners Association of Pennsylvania ("CCAP"). The County 
pays an annual premium to PCoRP for its general insurance coverage. The agreement for the 
formation of PCoRP provides that the pool will be self-sustaining through member premiums and 
will reinsure through commercial insurance for claims in excess of $250,000 for each insured 
event. The pooling agreement allows for the pool to make additional assessments to make the 
pool self-sustaining; however, this has not yet been necessary. PCoRP has published its own 
financial report for the year ended May 31, 2018, which can be obtained through its offices, P.O. 
Box 60769, Harrisburg, PA, 17106-0769 (Attn: John Sallade, Managing Director).
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Commercial Insurance

The County has elected to self-insure its employee medical insurance plan. The County has limited 
this self-insurance liability through the purchase of catastrophic reinsurance coverage which will 
reimburse the County for any medical costs over $50,000 per covered individual per year. The 
County believes that it has adequately provided for all asserted claims and has no knowledge of 
unasserted claims for which it has not provided. The County's liability for all asserted and estimated 
unasserted claims was $222,066 at December 31, 2018. The cost of medical coverage for employees 
was approximately $2,970,000 in 2018. 

The County carries commercial insurance for all other risks of loss. Settled claims resulting from 
these risks have not exceeded commercial insurance coverage in any of the past three years.

12. Interfund Balances and Transfers

Balances Due To/From Other Funds

Individual fund receivable and payable amounts at December 31, 2018 were as follows:

Due from Other 
Funds

Due to Other 
Funds

Governmental Funds:

General Fund $ 1,926,811 $ 4,358,400

Children & Youth Services 331,896 1,573,877

Mental Health/Intellectual Disabilities 738,889 -

Capital Projects 3,000,000 -

Special Revenue/Non-major Funds 79,671 67,760

Total Governmental Funds 6,077,267 6,000,037

Fiduciary Funds:

Retirement Fund - 40

Agency Funds 8,548 85,738

Total $ 6,085,815 $ 6,085,815

At December 31, 2018, the General Fund had outstanding balances due from other funds in the amount 
of $1,926,811, including various amounts due from special revenue and agency funds primarily 
representing payroll and benefit reimbursements as well as operating cost advances. General Fund 
balances due to other Funds includes a $3,000,000 amount due to Capital Projects representing an 
interfund borrowing and amounts payable to the Children & Youth Services, Mental Health/Intellectual 
Disabilities and Domestic Relations funds representing amounts deposited in the General Fund for these 
funds which had not been transferred as of year-end. 
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Transfers To/From Other Funds 

  Transfer In  Transfers Out  
 

General Fund:       
Children & Youth Services  $ -  $ 1,966,943 
Mental Health/Intellectual Disabilities   -   36,504 
Non-major funds:       

Liquid Fuels   110,005    
Domestic Relations   -   75,000 
McKean County Conservation District   -   47,785 
Debt Service   -   1,111,272 
       

Total General Fund   110,005   3,237,504 
       

Children & Youth Services,       

General Fund   1,966,943   - 

       

Mental Health/Intellectual Disabilities,       

General Fund   36,504    

       
Non-major funds:       

General Fund:       
Liquid Fuels   -   110,005 
Domestic Relations   75,000   - 
McKean County Conservation District   47,785   - 
Debt Service   1,111,272   - 
       

Total non-major funds   1,234,057   110,005 
       

Total  $ 3,347,509  $ 3,347,509 
 

General Fund transfers in are executed as a result of the General Fund being reimbursed for 
expenditures it paid that are the responsibility of another fund. General Fund transfers out represent 
annual County support for various special revenue funds as well as transfers made to debt service to 
fund required debt service payments. 

 
13. Operating Leases 

The government leases building and office facilities and other equipment under noncancelable operating 
leases. Total costs for such leases were $110,169 for the year ended December 31, 2018. The future 
minimum lease payments for these leases are as follows: 

Years ending December 31:    
2019  $ 66,890 
2020   16,149 
2021   7,617 
2022   4,495 
2023   649 

    
  $ 95,800 
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14. Fund Balance Classifications

The County presents its governmental fund balances by level of constraint in the aggregate on its 
balance sheet - governmental funds. The individual specific purposes of each constraint are 
presented below: 

General Fund
Children & 

Youth Services
Capital 

Projects
Other 

Governmental Total

Non-spendable for,

Prepaid expenses $ 273,241 $ - $ - $ - $ 273,241

Restricted for:

Children & Youth Services $ - $ 17,945 $ - $ - $ 17,945

Domestic Relations - - - 611,633 611,633

Liquid fuels tax purposes - - - 221,279 221,279

Conservation - - - 184,287 184,287

Other program purposes - - - 205,055 205,055

Total restricted $ - $ 17,945 $ - $ 1,222,254 $ 1,240,199

Committed for,
Facilities, acquisition and 

improvement $ - $ - $ 3,490,937 $ - $ 3,490,937

Assigned for,
9-1-1 Center Operations, Food 

appropriations $ - $ - $ - $ 375,513 $ 375,513

15. Pending Changes in Accounting Principles

In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. The objective of this statement 
is to improve guidance related to the identification of fiduciary activities for accounting and financial 
reporting purposes. This Standard establishes criteria for identifying fiduciary activities of all state and 
local governments, with the focus being on whether a government controls the assets of the fiduciary 
activity and the beneficiaries of the assets. In addition, for all fiduciary activities, both a statement of net 
position and statement of changes in net position will now be required. The County is required to adopt 
Statement No. 84 for its calendar 2019 financial statements.

In June 2017, the GASB issued Statement No. 87, Leases. The primary objective of this Statement is to 
enhance the usefulness of governments' financial statements by requiring recognition of certain lease 
assets and liabilities for leases previously classified as operating leases. This Statement establishes a 
single model for lease accounting based on the foundational principle that all long-term leases (those with 
lease terms greater than 12 months) are financings of the right to use an underlying assets. The County 
is required to adopt Statement No. 87 for its calendar year 2020 financial statements.

In April 2018, the GASB issued Statement No. 88, Certain Disclosures Related to Debt, Including Direct 
Borrowings and Direct Placements. The primary objective of this Statement is to improve the information 
that is disclosed in notes to government financial statements related to debt, including direct borrowings 
and direct placements. It also clarifies which liabilities governments should include when disclosing 
information related to debt. The County is required to adopt Statement No. 88 for its calendar year 2019 
financial statements.



County of McKean, Pennsylvania 
Notes to Financial Statements
December 31, 2018 

47

In June 2018, the GASB issued Statement No. 89, Accounting for Interest Incurred Before the End of a 
Construction Period. The objectives of this Statement are (1) to enhance the relevance and comparability 
of information about capital assets and the cost of borrowing for a reporting period and (2) to simplify 
accounting for interest cost incurred before the end of a construction period. The County is required to 
adopt Statement No. 89 for its calendar year 2020 financial statements.

In August 2018, the GASB issued Statement No. 90, Majority Equity Interests—an amendment of GASB 
Statements No. 14 and No. 61. The primary objectives of this Statement are to improve the consistency 
and comparability of reporting a government's majority equity interest in a legally separate organization 
and to improve the relevance of financial statement information for certain component units. It defines a 
majority equity interest and specifies that a majority equity interest in a legally separate organization 
should be reported as an investment if a government's holding of the equity interest meets the definition 
of an investment. The County is required to adopt Statement No. 90 for its calendar year 2019 financial 
statements.

In May 2019, the GASB issued Statement No. 91, Conduit Debt Obligations. The primary objectives 
of GASB Statement No. 91 are to provide a single method of reporting conduit debt obligations by 
issuers and eliminate diversity in practice associated with (1) commitments extended by issuers, 
(2) arrangements associated with conduit debt obligations, and (3) related note disclosures. GASB 91 
clarifies that a conduit debt obligation is not a liability of the issuer. The County is required to adopt 
Statement No. 91 for its calendar year 2021 financial statements.

County management is in the process of analyzing these pending changes in accounting principles and 
the impact they will have on the financial reporting process. 

16. Subsequent Events

In January 2019, the County borrowed $3,500,000 on a Tax Revenue Anticipation Note, bearing interest 
at a rate of 2.81 percent. This note was subsequently repaid in full in March 2019. 

In June 2019, the County entered into a sales order agreement in the amount of $518,208 for the 
purchase of election equipment, including new voting machines, as well as supporting equipment and 
installation. The equipment was purchased through the Pennsylvania COSTARS purchasing program and 
was delivered in July 2019. The County paid $129,552 in June 2019 and $309,095 in September 2019, 
with the remainder to be paid prior to the end of 2019.



Required Supplementary Information

Schedule of Changes in Net Pension Liability and Related Ratios

Year Ended December 31, 2018

2018 2017 2016 2015 2014

Total Pension Liability

Service cost 869,176$         1,297,609$      1,220,799$      1,219,928$      1,148,220$      

Interest 2,878,476        2,738,405        2,546,012        2,446,634        2,265,123        

Changes of benefit terms 232,976           45,229             228,227           160,337           228,460           

Differences between expected and actual experience (3,330)              718,943           (455,779)          434,139           246,467           

Changes of assumptions -                       -                       -                       -                       352,654           

Benefit payments, including refunds of member contributions (2,441,843)       (2,457,751)       (2,015,602)       (2,077,229)       (2,028,066)       

Net change in total pension liability 1,535,455        2,342,435        1,523,657        2,183,809        2,212,858        

Total Pension Liability, Beginning 38,479,708      36,137,273      34,613,616      32,429,807      30,216,949      

Total Pension Liability, Ending (a) 40,015,163$    38,479,708$    36,137,273$    34,613,616$    32,429,807$    

Plan Fiduciary Net Position

Employer contributions 250,000$         250,000$         327,787$         200,000$         300,000$         

Employee contributions 906,376           898,080           868,756           871,167           829,208           

Net investment income (loss) (751,235)          4,567,308        1,069,535        (814,483)          1,861,775        

Benefit payments, including refunds of member contributions (2,441,843)       (2,457,751)       (2,015,602)       (2,077,229)       (2,028,066)       

Administration (148,777)          (130,010)          (127,913)          (137,274)          (149,147)          

Other (138)                 (180)                 -                       -                       -                       

Net change in plan fiduciary net position (2,185,617)       3,127,447        122,563           (1,957,819)       813,770           

Plan Fiduciary Net Position, Beginning 32,060,968      28,933,521      28,810,958      30,768,777      29,955,007      

Plan Fiduciary Net Position, Ending (b) 29,875,351$    32,060,968$    28,933,521$    28,810,958$    30,768,777$    

County's Net Pension Liability (Asset), Ending (a) - (b) 10,139,812$    6,418,740$      7,203,752$      5,802,658$      1,661,030$      

Plan Fiduciary Net Position as a Percentage of the Total 
Pension Liability 74.66% 83.32% 80.07% 83.24% 94.88%

Covered-employee Payroll 9,952,883$      9,731,794$      9,318,531$      9,344,121$      8,856,410$      

County's Net Pension Liability (Asset) as a Percentage of Covered,
Employee Payroll 101.88% 65.96% 77.31% 62.10% 18.76%

Notes to Schedule:

Changes of Assumptions:  No changes in assumptions.

The County implemented GASB Statement No. 67 in calendar year 2014. Information prior to

calendar year 2014 is not available.

Benefit Changes:  No changes in benefits.

County of McKean, Pennsylvania
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Actuarially determined contribution 820,868$      850,279$      800,835$      682,016$      555,172$      576,561$      500,402$      482,085$      525,128$      457,618$      

Contributions in relation to the actuarially 

determined contribution 250,000        250,000        327,787        200,000        300,000        480,000        501,000        482,085        524,768        492,000        

Contribution deficiency (excess) 570,868$      600,279$      473,048$      482,016$      255,172$      96,561$        (598)$            -$                  360$             (34,382)$       

Covered-employee payroll 9,952,883$  9,731,794$  9,318,531$  9,344,121$  8,856,410$  8,696,524$  8,328,550$  7,769,910$  7,359,990$  7,007,939$  

Contributions as a percentage of covered-

employee payroll 2.51% 2.57% 3.52% 2.14% 3.39% 5.52% 6.02% 6.20% 7.13% 7.02%

Notes to Schedule:

Valuation date:    Actuarially determined contributions are calculated as of January 1 of the current calendar year

Methods and assumptions used to determine contribution rates:

   Actuarial cost method

   Amortization method

   Remaining amortization period

   Asset valuation method

   Inflation

   Salary increases

   Investment rate of return

   Retirement age

   Mortality

3.5% average, including inflation

7.5% net of pension plan investment expense, including inflation

Age 60 or 55 with 20 years service

The method that is prescribed by Pennsylvania State Law, Act 44

2013 RP Annuitant and Non-Annuitant Mortality Tables for males and females with no projected improvement

Level dollar

3.0%

County of McKean, Pennsylvania

Schedule of Employer Contributions

Year Ended December 31, 2018

Entry age 

Required Supplementary Information

25 years
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Year Ended December 31, 2018

2018 2017 2016 2015 2014

Annual money-weighted rate of return, 

net of investment expense -2.69% 15.82% 4.40% -2.69% 6.24%

Notes to Schedule:

County of McKean, Pennsylvania

Schedule of Investment Return

Required Supplementary Information

The County implemented GASB Statement No. 67 in calendar year 2014. Information prior to calendar year 2014 is not available.
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County of McKean, Pennsylvania

Schedule of Expenditures of Federal Awards

Year Ended December 31, 2018

Accrued Accrued

(Deferred) (Deferred)

Federal Total Revenue at Revenue at Passed

CFDA Pass-Through Entity Received for January 1, Revenue Total Federal December 31. Through to

Federal Grantor/Pass-Through Grantor/Program or Cluster Title Number Identifying Number the Year 2018 Recognized Expenditures 2018 Subrecipients

U.S. Department of Agriculture

Passed through PA Dept. of Conservation and Natural Resources

Schools and Roads - Grants to States / Forest 

    Service Schools and Roads Cluster 10.665       N/A 468,331$         468,331$         483,959$         483,959$         483,959$         483,959$         

Passed through PA Dept. of Agriculture

Food Distribution Cluster

Emergency Food Assistance 10.568       4100075161 6,277               2,478               5,652               5,652               1,853               -                       

Donated Food 10.569       4100071435 40,188             -                       40,188             40,188             -                       -                       

Total Food Distribution Cluster 46,465             2,478               45,840             45,840             1,853               -                       

Cooperative Forestry Assistance 10.664       N/A 14,946             -                       14,946             14,946             -                       -                       

Total U.S. Department of Agriculture 529,742           470,809           544,745           544,745           485,812           483,959           

U.S. Department of Housing & Urban Development

Passed through PA Dept. of Community and Economic Development

Community Development Block Grant - 2013 14.228       C000059786 82,954             -                       82,954             82,954             -                       82,954             

Community Development Block Grant - 2014 14.228       C000061154 32,835             55                    32,780             32,780             -                       32,780             

Community Development Block Grant - 2015 14.228       C000063291 45,261             6,144               39,117             39,117             -                       39,117             

Community Development Block Grant - 2016 14.228       C000066484 175,888           175                  175,713           175,713           -                       175,713           

Community Development Block Grant - 2017 14.228       C000068442 9,123               -                       9,123               9,123               9,123               

Total CDBG Program 346,061           6,374               339,687           339,687           -                       339,687           

Emergency Solutions Grant 14.231       C000053459 99,217             9,221               123,613           123,613           33,617             -                       

HOME Investment Partnerships Program 14.239       C000061507 87,140             704                  86,436             86,436             -                       86,436             

Total U.S. Department of Housing & Urban Development 532,418           16,299             549,736           549,736           33,617             426,123           

U.S. Department of Interior

Payments to States in Lieu of Real Estate Taxes 15.226       N/A 252,579           -                       252,579           252,579           -                       -                       

Passed through PA Department of Environmental Protection

National Forest Acquired Lands 15.438       4904600000 275                  -                       275                  275                  -                       -                       

Total U.S. Department of Interior 252,854           -                       252,854           252,854           -                       -                       

U.S. Department of Transportation

Passed through PA Dept. of Transportation

Highway Planning and Construction Cluster 20.205       R16020002 803,890           283,758           538,677           538,677           18,545             -                       

Total Highway Planning and Construction Cluster / U.S. Department of Transportation 803,890           283,758           538,677           538,677           18,545             -                       

U.S. Department of Education

Passed through PA Dept. of Human Services

Special Education -- Grants for Infants and Families with Disabilities 84.181       N/A 45,678             -                       45,678             45,678             -                       -                       

Total U.S. Department of Education 45,678             -                       45,678             45,678             -                       -                       

See notes to schedule of expenditures of federal awards
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County of McKean, Pennsylvania
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2018

Accrued Accrued

(Deferred) (Deferred)

Federal Total Revenue at Revenue at Passed

CFDA Pass-Through Entity Received for January 1, Revenue Total Federal December 31. Through to

Federal Grantor/Pass-Through Grantor/Program or Cluster Title Number Identifying Number the Year 2018 Recognized Expenditures 2018 Subrecipients

U.S. Department of Health and Human Services

Passed through the PA Department of Human Services
Title IV-D 93.563       N/A 449,856$           75,592$             415,627$           415,627$           41,363$             -$                      

Title IV-D Incentives 93.563       N/A 73,638               27,885               73,323               73,323               27,570               -                        

Total IV-D 523,494             103,477             488,950             488,950             68,933               -                        

Guardianship Assistance Program 93.090       N/A 8,832                 5,121                 3,711                 3,711                 -                        -                        

Promoting Safe and Stable Families 93.556       4100067073 319,261             -                        319,261             319,261             -                        319,261             

Promoting Safe and Stable Families - Visitation Grant 93.556       N/A 4,224                 -                        4,224                 4,224                 -                        -                        

Total Promoting Safe and Stable Families 323,485             -                        323,485             323,485             -                        319,261             

Temporary Assistance for Needy Families / TANF Cluster 93.558       N/A 35,762               24,460               27,079               27,079               15,777               -                        

Title IV-B 93.645       N/A 28,407               -                        28,407               28,407               -                        -                        

Title IV-B Match 93.645       N/A 7,575                 -                        7,575                 7,575                 -                        -                        

Total IV-B 35,982               -                        35,982               35,982               -                        -                        

Title IV-E-Foster Care 93.658       N/A 573,975             215,268             619,602             619,602             260,895             -                        

Information Technology Grant 93.658       N/A 7,554                 2,610                 4,944                 4,944                 -                        -                        

Total IV-E 581,529             217,878             624,546             624,546             260,895             -                        

Title IV-E - Adoption Assistance 93.659       N/A 359,183             179,486             379,637             379,637             199,940             -                        

Social Services Block Grant - Title XX 93.667       N/A 44,351               -                        44,351               44,351               -                        -                        

Social Services Block Grant - MH 93.667       N/A 43,415               -                        43,415               43,415               -                        -                        

Social Services Block Grant - MR 93.667       N/A 47,672               -                        47,672               47,672               -                        -                        

Total Social Services Block Grant 135,438             -                        135,438             135,438             -                        -                        

Chafee Foster Care Independence Program 93.674       N/A 67,108               22,445               44,663               44,663               -                        -                        

Block Grants for Community Mental Health Services 93.958       N/A 70,710               -                        70,710               70,710               -                        70,710               

Medicaid Cluster
Medical Assistance Transportation Program 93.778       7-1900-90012-631 388,141             33,525               354,616             354,616             -                        -                        

Medical Assistance Waiver 93.778       N/A 125,868             -                        125,868             125,868             -                        -                        

MR Targeted Services Management 93.778       N/A 6,647                 1,680                 6,647                 6,647                 1,680                 -                        

Title IV-E-Medicaid 93.778       N/A 2,784                 2,235                 1,958                 1,958                 1,409                 -                        

MH Administration 93.778       N/A 14,104               3,111                 29,495               29,495               18,502               -                        

Total Medicaid Cluster 537,544             40,551               518,584             518,584             21,591               -                        

Passed through the PA Department of Drug and Alcohol Programs
Opioid STR 93.788       4100070690 97,878               -                        97,878               97,878               -                        97,878               

Substance Abuse Block Grant 93.959       4100070690 420,861             -                        420,861             420,861             -                        420,861             

Total U.S. Department of Health & Human Services 3,197,806          593,418             3,171,524          3,171,524          567,136             908,710             

U.S. Department of Homeland Security

Passed through PA Emergency Management Agency
Homeland Security Grant Program 97.067       N/A 54,236               -                        54,236               54,236               -                        -                        

Total Federal Financial Assistance Programs 5,416,624$        1,364,284$        5,157,450$        5,157,450$        1,105,110$        1,818,792$        

See notes to schedule of expenditures of federal awards
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Combined

Federal

and State

Grantor/Program Title Expenditures

Pennsylvania Department of Human Services

Children & Youth Services 5,943,861$       

Mental Health/Intellectual Disabilities 4,240,906         

Child Support Enforcement 488,951            

Medical Assistance Transportation 709,234            

Human Services Development Fund 54,137              

Combined Homeless Assistance Programs 36,192              

Total selected Pennsylvania Department of

Human Services Assistance 11,473,281$     

Notes:   This schedule includes selected Pennsylvania Department of Human Services (DHS) Assistance

received by the County of McKean Pennsylvania and is presented using the accrual basis of

accounting. Amounts reported in this schedule agree with the amounts included in the County's

basic financial statements.

County of McKean, Pennsylvania
Schedule of Selected Commonwealth of

Pennsylvania Department of Human Services Assistance

Year Ended December 31, 2018
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1. Basis of Presentation

The accompanying schedules of expenditures of federal awards and selected Commonwealth of 
Pennsylvania, Department of Human Services assistance (collectively the "Schedules") include the 
federal award activity of the County of McKean, Pennsylvania (the "County") under programs of the 
federal government and selected Commonwealth of Pennsylvania, Department of Human Services 
expenditures under programs of the Department of Human Services for the year ended December 31, 
2018. The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. 
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards ("Uniform Guidance") and the requirements of the Commonwealth of 
Pennsylvania, Department of Human Services ("DHS") Single Audit Supplement. Because the schedules 
present only a selected portion of the operations of the County, they are not intended to and do not 
present the financial position, changes in net position/fund balance or cash flows of the County.

2. Summary of Significant Accounting Policies

Expenditures reported on the Schedules are reported on the modified accrual basis of accounting. Such 
expenditures are recognized following, as applicable, either the cost principles in OMB Circular A-87, 
Cost Principles for State, Local, and Indian Tribal Governments, or the cost principles contained in 
Uniform Guidance (depending on the date of the federal awards involved), wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. Pass-through entity identifying 
numbers are presented where available. 

3. Indirect Cost Rate

The County has elected not to use the 10 percent de minimis indirect cost rate as allowed under Uniform 
Guidance.



McKean McKean

Allegheny Food  County County 911

National Domestic  Appropriations Liquid Fuels HSDF Block  Conservation Farmland  Center

Forest  Relations  Fund  Fund Grant Fund  District  Program   Fund

Assets

Cash and cash equivalents 6,439$             510,749$         17,864$           221,279$         78,537$           679,502$         19,994$           61,654$           

Due from other governments 483,959           68,933             -                       -                       -                       -                       -                       317,263           

Due from other funds -                       61,858             -                       -                       -                       -                       -                       17,813             

Total assets 490,398$         641,540$         17,864$           221,279$         78,537$           679,502$         19,994$           396,730$         

Liabilities and Fund Balances

Accounts payable 483,959$         263$                -$                     -$                     7,591$             764$                -$                     252$                

Due to other funds -                       -                       63                    -                       56,211             6,273               -                       5,188               

Unearned revenue -                       -                       -                       -                       -                       488,178           -                       -                       

Accrued vacation -                       29,644             -                       -                       -                       -                       -                       33,578             

Total liabilities 483,959           29,907             63                    -                       63,802             495,215           -                       39,018             

Fund Balances

Restricted 6,439               611,633           -                       221,279           14,735             184,287           19,994             -                       

Assigned -                       -                       17,801             -                       -                       -                       -                       357,712           

Total fund balances 6,439               611,633           17,801             221,279           14,735             184,287           19,994             357,712           

Total liabilities and fund balances 490,398$         641,540$         17,864$           221,279$         78,537$           679,502$         19,994$           396,730$         

December 31, 2018

(Unaudited)

County of McKean, Pennsylvania
Combining Balance Sheet

Non-major Governmental Funds
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Total Total

Grants Public County Influenced Coroner Special Non-major

 Welfare  Clerk of Offenders Special Revenue Debt Service  Governmental

 Fund Orphans   Account Funds   Funds

Assets

Cash and cash equivalents 356,576$       18,926$         53,553$         58,645$         2,083,718$    -$                   2,083,718$    
Due from other governments 33,617           -                     -                     -                     903,772         -                     903,772         
Due from other funds -                     -                     -                     -                     79,671           -                     79,671           

Total assets 390,193$       18,926$         53,553$         58,645$         3,067,161$    -$                   3,067,161$    

Liabilities and Fund Balances

Accounts payable 357,405$       -$                   -$                   -$                   850,234$       -$                   850,234$       
Due to other funds -                     -                     -                     25                  67,760           -                     67,760           
Unearned revenue -                     -                     -                     -                     488,178         -                     488,178         
Accrued vacation -                     -                     -                     -                     63,222           -                     63,222           

Total liabilities 357,405         -                     -                     25                  1,469,394      -                     1,469,394      

Fund Balances

Restricted 32,788           18,926           53,553           58,620           1,222,254      -                     1,222,254      
Assigned -                     -                     -                     375,513         -                     375,513         

Total fund balances 32,788           18,926           53,553           58,620           1,597,767      -                     1,597,767      

Total liabilities and fund balances 390,193$       18,926$         53,553$         58,645$         3,067,161$    -$                   3,067,161$    

 Fund Revenue

County of McKean, Pennsylvania
Combining Balance Sheet

Non-major Governmental Funds

December 31, 2018
(Unaudited)
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McKean McKean

Allegheny Food  County County 911

National Domestic Appropriations Liquid Fuels HSDF Block  Conservation Farmland  Center

Forest  Relations Fund  Fund Grant Fund  District  Program   Fund

Revenues

Intergovernmental revenue 483,959$       488,951$       111,612$         243,255$       40,712$         945,296$       1,967$           -$                   
Charges for services -                     -                     -                      -                     -                     13,650           -                     1,191,336      
Interest Income and investment income 69                  4,656             65                    2,154             9                    4,257             10                  902                
Other Income -                     10,457           -                      -                     -                     12,454           -                     1,247             

Total revenues 484,028         504,064         111,677           245,409         40,721           975,657         1,977             1,193,485      

Expenditures

Current:

General government -                     -                     -                      -                     -                     -                     -                     -                     
Courts and related offices -                     614,233         -                      -                     -                     -                     -                     -                     
Human services 488,070         -                     120,239           126,247         63,767           1,052,619      -                     1,194,592      

Capital outlay -                     -                     -                      -                     -                     -                     -                     30,841           
Debt Service:

Principal -                     -                     -                      -                     -                     -                     -                     -                     
Interest -                     -                     -                      -                     -                     -                     -                     -                     

Total expenditures 488,070         614,233         120,239           126,247         63,767           1,052,619      -                     1,225,433      

Excess of Revenue Over (Under)

Expenditures (4,042)            (110,169)        (8,562)             119,162         (23,046)          (76,962)          1,977             (31,948)          

Other Financing Sources (Uses)

Operating transfers in -                     75,000           -                      -                     -                     47,785           -                     -                     
Operating transfers out -                     -                     -                      (110,005)        -                     -                     -                     -                     

Total other financing sources (uses) -                     75,000           -                      (110,005)        -                     47,785           -                     -                     

Net Changes in Fund Balances (4,042)            (35,169)          (8,562)             9,157             (23,046)          (29,177)          1,977             (31,948)          

Fund Balances, Beginning 10,481           646,802         26,363             212,122         37,781           213,464         18,017           389,660         

Fund Balances, Ending 6,439$           611,633$       17,801$           221,279$       14,735$         184,287$       19,994$         357,712$       

(Unaudited)

County of McKean, Pennsylvania
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Non-major Governmental Funds

Year Ended December 31, 2018
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Total Total

Grants Public County Influenced Coroner Special Non-major

 Welfare  Clerk of Offenders Special Revenue Debt Service  Governmental

 Fund Orphans   Account Revenue Funds  Fund Funds

Revenues

Intergovernmental revenue 1,912,787$    750$              -$                  -$                  4,229,289$    -$                  4,229,289$    
Charges for services -                    -                    63,738           4,203             1,272,927      -                    1,272,927      
Interest income and investment income 2,002             27                  -                    84                  14,235           -                    14,235           
Other income -                    -                    -                    -                    24,158              -                    24,158           

Total revenues 1,914,789      777                63,738           4,287             5,540,609         -                    5,540,609      

Expenditures

Current:

General government -                    -                    -                    -                    -                    -                    -                    
Courts and related offices -                    -                    -                    -                    614,233         -                    614,233         
Human services 1,911,491      -                    56,009           -                    5,013,034      -                    5,013,034      

Capital outlay -                    -                    -                    -                    30,841           -                    30,841           
Debt Service:

Principal -                    -                    -                    -                    -                    937,683         937,683         
Interest -                    -                    -                    -                    -                        173,589         173,589         

Total expenditures 1,911,491      -                    56,009           -                    5,658,108      1,111,272      6,769,380      

Excess of Revenue Over (Under)

Expenditures 3,298             777                7,729             4,287             (117,499)        (1,111,272)     (1,228,771)     

Other Financing Sources (Uses)

Operating transfers in -                    -                    -                    -                    122,785         1,111,272      1,234,057      
Operating transfers out -                    -                    -                    -                    (110,005)        -                    (110,005)        

Total other financing sources (uses) -                    -                    -                    -                    12,780           1,111,272      1,124,052      

Net Changes in Fund Balances 3,298             777                7,729             4,287             (104,719)        -                    (104,719)        

Fund Balances, Beginning 29,490           18,149           45,824           54,333           1,702,486      -                    1,702,486      

Fund Balances, Ending 32,788$         18,926$         53,553$         58,620$         1,597,767$    -$                  1,597,767$    

County of McKean, Pennsylvania
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Non-major Governmental Funds

Year Ended December 31, 2018

(Unaudited)
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Independent Auditors' Report on Internal Control 
Over Financial Reporting and on Compliance

and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance

with Government Auditing Standards

To the Board of Commissioners of
County of McKean, Pennsylvania

We have audited, in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the governmental activities, the discretely 
presented component unit, each major fund, and the aggregate remaining fund information of the County of 
McKean, Pennsylvania (the "County") as of and for the year ended December 31, 2018, and the related notes 
to the financial statements, which collectively comprise the County's basic financial statements, and have 
issued our report thereon dated September 26, 2019. Our report includes a reference to other auditors, who 
audited the financial statements of Bradford Regional Airport Authority, as described in our report on the
County’s financial statements. This report does not include the results of the other auditors’ testing of internal 
control over financial reporting or compliance and other matters that are reported on separately by those 
auditors.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control such that there is a reasonable possibility that a material misstatement of the entity's financial 
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency 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.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
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 have not 
been identified. We did identify certain deficiencies in internal control, as described in the accompanying 
schedule of findings and questioned costs as items 2018-001 through 2018-004, that we consider to be material 
weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results 
of our tests disclosed an instance of noncompliance or other matter that is required to be reported under 
Government Auditing Standards, and which is described in the accompanying schedule of findings and 
questioned costs as item 2018-005. 

County's Responses to Findings

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

Purpose of this Report

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

Williamsport, Pennsylvania
September 26, 2019
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Independent Auditors' Report on Compliance for
Each Major Federal and DHS Program and on 
Internal Control Over Compliance Required by 

the Uniform Guidance and the Commonwealth of Pennsylvania,
Department of Human Services Single Audit Supplement

To the Board of Commissioners of
County of McKean, Pennsylvania

Report on Compliance for Each Major Federal and DHS Program

We have audited the County of McKean, Pennsylvania's (the "County") compliance with the types of 
compliance requirements described in the OMB Compliance Supplement and the Commonwealth of 
Pennsylvania, Department of Human Services ("DHS") Single Audit Supplement that could have a direct and 
material effect on each of the County's major federal and DHS programs for the year ended December 31, 
2018. The County's major federal and DHS programs are identified in the summary of auditors' results section 
of the accompanying schedule of findings and questioned costs. 

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its 
federal and state awards applicable to its federal and state DHS programs. 

Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of the County's major federal and DHS 
programs based on our audit of the types of compliance requirements referred to above. We conducted our 
audit of compliance in accordance with auditing standards generally accepted in the United States of America; 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of Federal Regulations 
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
("Uniform Guidance"), and; the Commonwealth of Pennsylvania, DHS Single Audit Supplement. Those 
standards, the Uniform Guidance and the DHS Single Audit Supplement require that we plan and perform the 
audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal or DHS program occurred. An 
audit includes examining, on a test basis, evidence about the County's compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our qualified and unmodified opinions on compliance 
for each major federal and DHS program. However, our audit does not provide a legal determination of the 
County's compliance.
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Basis for Qualified Opinion on National Forest, Promoting Safe and Stable Families and Substance 
Abuse Block Grant Programs

As described in the accompanying schedule of findings and questioned costs, the County did not comply with 
requirements regarding CFDA #10.665 - National Forest, CFDA #93.556 – Promoting Safe and Stable Families
and CFDA #93.959 - Substance Abuse Block Grants as described in finding number 2018-006 for Subrecipient 
Monitoring. Compliance with such requirements is necessary, in our opinion, for the County to comply with the 
requirements applicable to those programs.

Qualified Opinion on National Forest, Promoting Safe and Stable Families and Substance Abuse Block 
Grant Programs

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the County 
complied, in all material respects, with the types of compliance requirements referred to above that could have 
a direct and material effect on its National Forest, Promoting Safe and Stable Families and Substance Abuse 
Block Grant Programs for the year ended December 31, 2018. 

Unmodified Opinion on Each of the Other Major Federal and DHS Program

In our opinion, the County complied, in all material respects, with the types of compliance requirements referred 
to above that could have a direct and material effect on each of its other major federal and DHS programs 
identified in the summary of auditors' results section of the accompanying schedule of findings and questioned 
costs for the year ended December 31, 2018. 

Other Matters

The County's response to the noncompliance findings identified in our audit is described in the accompanying 
schedule of findings and questioned costs. The County's response was not subjected to the auditing 
procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance 

Management of the County is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our audit 
of compliance, we considered the County's internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal and DHS program to determine the auditing 
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance 
for each major federal and DHS program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance and the DHS Single Audit Supplement, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express 
an opinion on the effectiveness of the County's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be 
material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that have not been identified. However, as discussed below, we identified certain deficiencies in 
internal control over compliance that we consider to be a material weakness and a significant deficiency.

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
or DHS program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that 
material noncompliance with a type of compliance requirement of a federal or DHS program will not be 
prevented, or detected and corrected, on a timely basis. We consider the deficiency in internal control over 
compliance described in the accompanying schedule of findings and questioned costs as item 2018-006 to be a 
material weakness.
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A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in 
internal control over compliance with a type of compliance requirement of a federal or DHS program that is less 
severe than a material weakness in internal control over compliance, yet important enough to merit attention by 
those charged with governance. We consider the deficiency in internal control over compliance described in the 
accompanying schedule of findings and questioned costs as item 2018-007 to be a significant deficiency.

The County's response to the internal control over compliance findings identified in our audit are described in 
the accompanying schedule of findings and questioned costs. The County's response was not subjected to the 
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the 
response.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance and the DHS Single Audit Supplement. Accordingly, this report is not suitable for any other purpose.

Williamsport, Pennsylvania 
September 26, 2019



County of McKean, Pennsylvania
Schedule of Findings and Questioned Costs
Year Ended December 31, 2018 

64

Section I - Summary of Auditors' Results

Financial Statements

Type of auditors' report issued: Unmodified

Internal control over financial reporting:
 Material weakness(es) identified? X yes No

 Significant deficiency(ies) identified? yes X none reported

Noncompliance material to financial statements noted? X yes No

Federal and DHS Awards

Internal control over major federal and DHS programs: 
 Material weakness(es) identified? X yes No

 Significant deficiency(ies) identified? X yes none reported

Type of auditor's report issued on compliance for major 
federal and DHS programs: 

Unmodified for all major federal and state 
DHS programs except for National 
Forest (10.665), Promoting Safe and 
Stable Families (93.556) and 
Substance Abuse Block Grant 
(93.959), which were qualified 

Any audit findings disclosed that are required to be 
reported in accordance with 2 CFR 200.516(a) and/or 
the DHS Single Audit Supplement?

X yes No

Identification of major federal programs:

CFDA Number(s) Name of Federal Program or Cluster

10.665 Forest Service Schools and Roads Cluster

20.205 Highway Planning and Construction Cluster

93.556 Promoting Safe and Stable Families

93.658 Foster Care Title IV-E

93.959 Substance Abuse Block Grant

Identification of major DHS programs:

Name of DHS Program

Children & Youth Services

Dollar threshold used to distinguish between Type A and 
Type B programs: $750,000

Auditee qualified as low-risk auditee? yes X no
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Section II - Financial Statement Findings

Finding/Noncompliance

2018-001 Internal Control over Financial Reporting -
Segregation of Duties - Material Weakness

Criteria: Adequate segregation of duties between accounting functions is essential to good 
internal control.

Condition/Context: The responsibility for the performance of accounting duties is vested in a limited 
number of employees.

Effect: Without proper segregation of accounting functions, errors or fraud could occur 
and go undetected by management and employees in the normal course of 
performing their assigned functions.

Cause: The County employs a limited number of accounting personnel thereby limiting the 
extent of segregation of accounting responsibilities and functions amongst 
employees.

Recommendation: While it is advisable to have adequate segregation of duties amongst employees, 
the cost of such implementation must be weighed against the benefits to be 
derived. The cost which would result from increasing the number of employees to 
more fully segregate duties in your organization may exceed any internal control 
benefits to be derived. We feel that this internal control weakness is somewhat 
mitigated by the active involvement of the County Controller, Chief Clerk and the 
Board of Commissioners in the County's operational activities. You must, however, 
be aware of the possible impact of the internal control weaknesses which exist and 
continue to involve these individuals in financial accounting matters.

Views of 
Responsible Officials 

and Planned 
Corrective Actions:

See corrective action plan.
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Finding/Noncompliance

2018-002 Internal Control over Financial Reporting -
Non-attest Services - Material Weakness

Criteria: Internal control is a process which captures and records transactions, safeguards 
your assets and assures compliance with laws and regulations. As part of the 
audit, there were certain bookkeeping adjustments required, that were precipitated 
by the audit process. While we are pleased to provide these services, you 
understand that you are responsible for the County's internal control over financial 
reporting. 

Condition/Context: In connection with our audit of your financial statements, you have also requested 
that we provide technical assistance with certain bookkeeping matters, subject to 
the County Controller's review and approval, which included:

 Proposed adjustments to real estate taxes receivable, allowance for 
uncollectable taxes, and unearned real estate tax revenue

 Proposed adjustments to intergovernmental grants receivable/unearned 
revenue

 Proposed adjustments to prepaid health insurance
 Assistance with adjusting various interfund accounts and transfers
 Assistance with recording County pass-through grants 

Effect: The fact that you have requested technical assistance with the above-mentioned 
tasks, which are a normal and required component of internal control over financial 
reporting, constitutes a material weakness in internal control over financial 
reporting.

Cause: The County has individuals with the skills, knowledge and expertise to perform this 
activity in-house. However, due to the limited size of the County's accounting staff, 
such activity is not prioritized above its day-to-day business activities.

Recommendation: We recommend that management give consideration to performing the above 
tasks internally.

Views of 
Responsible Officials 

and Planned 
Corrective Actions:

See corrective action plan.



County of McKean, Pennsylvania
Schedule of Findings and Questioned Costs
Year Ended December 31, 2018

67

Finding/Noncompliance

2018-003 Internal Control over Financial Reporting -
Continuing Disclosure Compliance - Material Weakness

Criteria: Pursuant to the provisions of Securities and Exchange Commission ("SEC") Rule 
15c2-12, Municipal Securities Disclosure, and the provisions of the County's 
General Obligation Bonds, the County is required to provide to the Municipal 
Securities Rulemaking Board ("MRSB") a copy of its annual audited financial 
statements within the term stated in the final official statement of its bonds 
(typically 6 to 9 months from end of year). (Effective July 1, 2009, the SEC began 
allowing issuers and their dissemination agents to utilize the Electronic Municipal 
Market Access system ("EMMA") to meet the filing requirements of SEC Rule 
15c2-12.)

Condition/Context: As part of our audit of the County's financial statements, we noted that the County 
does not appear to be current with its Municipal Securities Disclosure requirements 
relative to its outstanding General Obligation Bonds, Series of 2011; the County's 
continuing disclosure requirement is due to be filed by June 30 of each year for the 
fiscal year ended the previous December 31.

Effect: Because the County has not kept its required SEC Rule 15c2-12 filings current for 
the 2011 bonds, it is not in compliance with the requirements of SEC Rule 15c2-
12.

Cause: County management has not updated its required filings prior to the required filing 
date.

Recommendation: We recommend that the County update its SEC Rule 15c2-12 filings and create an 
annual reminder system to update its filing(s) on a timely basis.

Views of 
Responsible Officials 

and Planned 
Corrective Actions:

See corrective action plan.
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Finding/Noncompliance

2018-004 Internal Control over Financial Reporting -
General Fund Budgeting - Material Weakness

Criteria: The County is required to prepare and adopt an annual budget; budgeted 
expenditures cannot legally exceed appropriations.  The preparation and monitoring 
of an accurate budget is a vital element of the County’s internal control over financial 
reporting. 

Condition/Context: The County incurred significant unfavorable budget variances in the following 
General Fund categories during 2018:

 Intergovernmental revenues/general government expenditures

 Other income

 Human service expenditures
The variances occurred within the intergovernmental revenues and related general 
government and human services expenditures due to the County’s practice of not 
budgeting for various human services related pass-through grants as well as activity 
related to the County’s Highway Planning and Construction grant which is reported 
through the County’s General Fund. While such items typically have no “bottom line” 
effect, such practices understate the activity within these categories. Additionally, 
the County budgeted $500,000 in other income in 2018 related to a health insurance 
refund which was accounted for as a prepaid expense at December 31, 2017.

Effect: The County experienced a $1,670,000 unfavorable budget variance in 2018 within 
its General Fund expenditures (it should be noted that revenues also exceeded 
budgeted amounts for 2018, by approximately $1,411,000).

Cause: The 2018 General Fund budget under-estimated the above mentioned expenditures 
and related revenues. 

Recommendation: We recommend that the County review these areas of the budget to ensure that 
accurate amounts are being appropriated in the budget. Furthermore, we 
recommend that the County consider adopting budget amendments when material 
variations between actual and budgeted amounts are identified. 

Views of 
Responsible Officials 

and Planned 
Corrective Actions:

See corrective action plan.
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Finding/Noncompliance

2018-005 Non-Compliance – Cash Management

Criteria: The County participates in and receives annual allocations under the 
Commonwealth of Pennsylvania, Department of Human Services (“DHS”), Human 
Services Block Grant (“HSBG”) Program.  Funds received under the HSBG program 
are accounted for in the County’s Mental Health/Intellectual Disabilities Fund. 
Requirements for the use of HSBG funds are included in Article XVI-B of the Human 
Services Code, 62 P.S. §§ 1401-B-1410-B and guidance issued by the DHS.  The 
DHS annually publishes its Single Audit Supplement, which serves as a reference 
manual detailing financial and compliance requirements pertaining to specific DHS 
programs operated by local governments. The DHS Single Audit Supplement notes 
that HSBG funds shall be considered restricted and available for the stated purpose 
only. 

Condition/Context: HSBG funds are provided to counties through quarterly advances. At December 31, 
2018, the County had utilized HSBG advance funding to provide the County General 
Fund with an interfund borrowing. At December 31, 2018, the Mental 
Health/Intellectual Disabilities Fund had recorded in due to other funds an amount 
receivable from the General Fund in the amount of $683,222. This amount was 
subsequently paid back to the Mental Health/Intellectual Disabilities Fund in 2019
so the funds could be used for their intended purpose.

Effect: The County is utilizing HSBG advance funding to provide interfund borrowings to its 
General Fund. This arrangement is not in compliance with DHS guidance as these 
funds are restricted and should be utilized only for program purposes. 

Cause: The County’s policies and procedures are not properly structured to ensure 
compliance with all applicable requirements related to its HSBG Program. 

Recommendation: We recommend that the County review its policies and procedures to ensure 
compliance with federal statutes, regulations, and the terms and conditions of its 
federal and state awards applicable to its federal and state DHS programs. Another 
option would be to seek Commonwealth approval prior to undertaking such 
borrowings.

Views of 
Responsible Officials 

and Planned 
Corrective Actions:

See corrective action plan.
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Section III - Federal Award Findings and Questioned Costs

Finding/Noncompliance

2018-006 (Prior year 
finding number 2017-
006)

CFDA #10.665 - National Forest; U.S. Dept. of Agriculture; Passed through 
the PA Dept. of Conservation of Natural Resources; Pass-Through 
Entity Identifying Number: Not Available

CFDA #93.556 – Promoting Safe and Stable Families; U.S. Dept. of Health 
and Human Services; Passed through the PA Dept. of Human Services; 
Pass-Through Entity Identifying Number: 4100067073

CFDA #93.959 - Substance Abuse Block Grant; U.S. Dept. of Health and 
Human Services; Passed through the PA Dept. of Drug and Alcohol 
Programs; Pass-Through Entity Identifying Number: 4100070690

Criteria: The requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards ("Uniform Guidance"), §200.331  "Requirements for pass-through entities", 
requires that entities that pass federal funding through to subrecipients evaluate 
each subrecipients risk of non-compliance. §200.331 also prescribes a number of 
elements which are to be included in subaward contracts. 

Condition: As part of our audit of the County's National Forest, Promoting Safe and Stable 
Families and Substance Abuse Block Grant Programs it was noted that the County 
did not evaluate each subrecipient’s risk of noncompliance with Federal statutes, 
regulations, and the terms and conditions of the subawards for purposes of 
determining the appropriate subrecipient monitoring activities. Additionally, it was 
noted that the required elements were not included in subaward contracts. 

Questioned costs: N/A

Context: While the County did perform various subrecipient monitoring activities related to 
these programs and its various subrecipients, including direct correspondence with 
subrecipients and obtaining of audit reports and follow up on findings, as 
applicable, no formal risk assessments of subrecipients were performed. 
Furthermore, while subaward contracts were in place, the required elements were 
not present in these contracts. 

Effect: County management failed to perform the required risk assessments of 
subrecipients and subaward contracts were not updated appropriately to adhere to 
the Uniform Guidance. The County is not in compliance with the Uniform 
Guidance, §200.331. 

Cause: Lack of appropriate policies and procedures to ensure compliance with the Uniform 
Guidance.

Recommendation: We recommend that the County update all subaward contracts to include all 
elements required by the Uniform Guidance and maintain documentation to 
support the County's assessment of each of its subrecipient's risk of non-
compliance.

Views of 
Responsible Officials 

and Planned 
Corrective Actions:

See corrective action plan.
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Finding/Noncompliance

2018-007 (Prior year 
audit finding number 
2017-007)

CFDA #10.665 - National Forest; U.S. Dept. of Agriculture; Passed through 
the PA Dept. of Conservation of Natural Resources; Pass-Through Entity 
Identifying Number: Not Available
CFDA #20.205 – Highway Planning and Construction Cluster; U.S. Dept. of 
Transportation; Passed through the PA Dept. of Transportation; Pass-
Through Entity Identifying Number: R16020002
CFDA #93.556 – Promoting Safe and Stable Families; U.S. Dept. of Health 
and Human Services; Passed through the PA Dept. of Human Services; 
Pass-Through Entity Identifying Number: 4100067073
CFDA #93.658 - Foster Care Title IV-E; U.S. Dept. of Health and Human 
Services; Passed through the PA Dept. of Human Services; Pass-Through 
Entity Identifying Number: N/A
CFDA #93.959 - Substance Abuse Block Grant; U.S. Dept. of Health and 
Human Services; Passed through the PA Dept. of Drug and Alcohol 
Programs; Pass-Through Entity Identifying Number: 4100070690

Criteria: The Uniform Guidance requires written policies/procedures in order to comply with 
certain requirements. These areas include allowability of costs, cash management, 
procurement, subrecipient monitoring and conflicts of interest. 

Condition: As part of our audit of the County's National Forest, Highway Planning and 
Construction Cluster, Promoting Safe and Stable Families, Foster Care Title IV-E,
and Substance Abuse Block Grant Programs it was noted that the County did not 
adopt written policies/procedures surrounding allowability of costs, procurement, 
cash management or subrecipient monitoring to comply with the requirements of 
the Uniform Guidance. 

Questioned costs: N/A

Context: The County does have in place a number of written policies/procedures 
surrounding their administration of federal awards. It is further noted that a portion 
of the County's federal expenditures during calendar year 2018 were from grants 
with federal award dates prior to December 26, 2014. 

Effect: The County is not in compliance with the written policy/procedure requirements of 
the Uniform Guidance. 

Cause: County management failed to adopt the required written policies/procedures.

Recommendation: We recommend that the County draft and adopt all of the written 
policies/procedures required by the Uniform Guidance.

Views of 
Responsible Officials 
and Planned 
Corrective Actions:

See corrective action plan.
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Finding/Noncompliance

2017-001 Internal Control over Financial Reporting -
Segregation of Duties - Material Weakness

Condition: The responsibility for the performance of accounting duties is vested in a limited 
number of employees.

Recommendation: While it is advisable to have adequate segregation of duties amongst employees, 
the cost of such implementation must be weighed against the benefits to be 
derived. The cost which would result from increasing the number of employees to 
more fully segregate duties in your organization may exceed any internal control 
benefits to be derived. We feel that this internal control weakness is somewhat 
mitigated by the active involvement of the County Controller, Chief Clerk and the 
Board of Commissioners in the County's operational activities. You must, however, 
be aware of the possible impact of the internal control weaknesses which exist and 
continue to involve these individuals in financial accounting matters.

Resolution: See current year finding 2018-001.

2017-002 Internal Control over Financial Reporting -
Non-attest Services - Material Weakness

Condition: In connection with our audit of your financial statements, you have also engaged 
us to perform certain non-attest services, subject to the County Controller's review 
and approval, which included:

 Proposed adjustments to real estate taxes receivable, allowance for
uncollectable taxes, and unearned real estate tax revenue

 Proposed adjustments to Allegheny National Forest Fund activity
 Proposed  adjustments to  intergovernmental grants  receivable/ unearned 

revenue
 Proposed adjustments to prepaid health insurance
 Proposed adjustments to Payroll Fund year-end accrual balances
 Assistance with adjusting various interfund accounts and transfers
 Assistance with recording County pass-through grants

Recommendation: We recommend that management give consideration to performing the above 
tasks internally.

Resolution: See current year finding 2018-002.
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Finding/Noncompliance

2017-003 Internal Control over Financial Reporting -
Controls over Cash Transactions - Material Weakness

Condition: As part of our audit procedures designed to gain an understanding of the County's 
internal control system, we noted that with regard to cash transactions, the 
following aspects represent weaknesses in the County's internal control over 
financial reporting:

 Custody of checks after signature and before mailing should be handled 
by an employee independent of all payable, disbursing, receiving and 
general ledger functions;

 Reconciliation procedures for bank and other significant accounts should 
be reviewed and approved (by initialing and dating the reconciliation) by 
an individual independent of alt payable, disbursing, receiving, and general 
ledger functions; and,

 County Row Officers maintain numerous "agency fund" cash accounts, 
through which a significant volume of activity passes each year, for which 
reconciliations are not reviewed and approved by an appropriate individual 
independent of all related cash receipt/disbursement functions.

Recommendation: We recommend that County management consider implementing steps to require 
appropriate review and approval of transactions and reconciliations to ensure the 
information used in making decisions is initiated, authorized, recorded, and 
processed reliably.

Resolution: The County Controller has since implemented monitoring procedures related to the 
County’s various cash accounts and oversight of Row Office agency fund 
accounts.

2017-004 Internal Control over Financial Reporting -
Continuing Disclosure Compliance - Material Weakness

Condition: As part of our audit of the County's financial statements, we noted that the County 
does not appear to be current with its Municipal Securities Disclosure requirements 
relative to its outstanding General Obligation Bonds, Series of 2011.

Recommendation: We recommend that the County update its SEC Rule 15c2-12 filings and create an 
annual reminder system to update its filing(s) on a timely basis.

Resolution: See current year finding 2018-003.



County of McKean, Pennsylvania
Summary Schedule of Prior Year Audit Findings
Year Ended December 31, 2018

74

Finding/Noncompliance

2017-005 Internal Control over Financial Reporting -
General Fund Budgeting - Material Weakness

Condition: The County incurred unfavorable budget variances in the following General Fund 
categories during 2017:

 Intergovernmental revenues/community services expenditures
 Charges for service revenue
 Capital outlay expenditures

The variances occurred within the intergovernmental revenues/human
services expenditures due to the County’s practice of not budgeting for
such activity. While such items typically have no “bottom line” effect, such
practices understate the activity within these categories. Courts and related
offices expenditures were approximately $293,000 over-budget in 2017
due to higher than budgeted payroll and benefit and insurance costs.
Finally, capital outlay expenditures were approximately $201,000 overbudget
in 2017 due primarily to several vehicle purchases that were not
included in the 2017 budget.

Recommendation: We recommend that the County review these areas of the budget to ensure that 
accurate amounts are being appropriated in the budget. Furthermore, we 
recommend that the County consider adopting budget amendments when material 
variations between actual and budgeted amounts are identified

Resolution: See current year finding 2018-004.

2017-006 CFDA #10.665 - National Forest
CFDA #93.959 - Substance Abuse Block Grant

Condition: As part of our audit of the County's National Forest and Substance Abuse Block 
Grant Programs it was noted that the County did not evaluate each subrecipient's 
risk of noncompliance with Federal statutes, regulations, and the terms and 
conditions of the subawards for purposes of determining the appropriate 
subrecipient monitoring activities. Additionally, it was noted that the required 
elements were not included in subaward contracts

Recommendation: We recommend that the County update all subaward contracts to include all 
elements required by the Uniform Guidance and maintain documentation to 
support the County's assessment of each of its subrecipient's risk of non-
compliance

Resolution: See current year finding 2018-006.
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Finding/Noncompliance

2017-007 CFDA #10.665 - National Forest
CFDA #20.205 - Highway Planning and Construction Consortium
CFDA #93.658 - Foster Care Title IV-E
CFDA #93.959 - Substance Abuse Block Grant
CFDA #93.563 - Child Support Enforcement Title IV-D

Condition: As part of our audit of the County's National Forest, Foster Care Title IV-E, 
Substance Abuse Block Grant, and Child Support Enforcement Title IV-D 
Programs it was noted that the County did not adopt written policies/procedures 
surrounding allowability of costs, procurement, cash management or subrecipient 
monitoring to comply with the requirements of the Uniform Guidance.

Recommendation: We recommend that the County draft and adopt all of the written 
policies/procedures required by the Uniform Guidance.

Resolution: See current year finding 2018-007.
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Independent Accountants' Report on Applying
Agreed-Upon Procedures

To the Board of Commissioners of
County of McKean, Pennsylvania
And Commonwealth of PA Department of Human Services

We have performed the procedures enumerated below, which were agreed to by the Commonwealth of 
Pennsylvania, Department of Human Services ("DHS") and management of the County of McKean, 
Pennsylvania (the "County") on the DHS financial schedules and exhibits required by the DHS Single Audit 
Supplement of the County as of and for the year ended December 31, 2018. The County's management is 
responsible for the financial schedules and exhibits required by the DHS Single Audit Supplement. The 
sufficiency of these procedures is solely the responsibility of DHS and the County (the specified parties). 
Consequently, we make no representation regarding the sufficiency of the procedures described below, either 
for the purpose for which this report has been requested or for any other purpose.

The procedures and associated findings are as follows:

a. We have agreed by comparison of the amounts and classifications that the supplemental financial 
schedules listed below, which summarize amounts reported to DHS for the fiscal year ended June 30, 
2018 and December 31, 2018, have been accurately compiled and reflect the audited books and 
records of the County. We also agreed by comparison to the example schedules that these schedules 
are presented, at a minimum, at the level of detail and in the format required by the DHS Single Audit 
Supplement pertaining to this period.

Program Name
Page

Number
Exhibit
Number Schedule/Exhibit

Title IV-D Child Support Program 79 A-1 (a) Comparison of Single Audit Expenditures 

with the Reported Expenditures

Title IV-D Child Support Program 80 A-1 (c) Comparison of Reported Incentives to 

Incentives on Deposit

Title IV-D Child Support Program 81 A-1 (d) Comparison of Single Audit Title IV-D 

Account with Reported Title IV-D Account

Medical Assistance Transportation 82 III Revenues and Expenditures



77

Program Name
Page

Number
Exhibit
Number Schedule/Exhibit

Early Intervention Services 83 V (a) EI Revenues, Expenditures, and Carryover 

Funds - Early Intervention

Early Intervention Program 84 V (b) EI Report of Income and Expenditures – Early 

Intervention

Block Grant Summary Report 85 VI (a) BG-S Report of Income and Expenditures

County Human Services Block Grant 86 VI (b) BG-S Report of Income and Expenditures

b. We inquired of management regarding adjustments to reported revenues or expenditures, which were 
not reflected on reports submitted to DHS for the period reported upon.

c. With regard to the Reconciliation Supplemental Financial Schedule (Exhibit XX on Page 87) (the 
"Reconciliation Schedule"), we have performed the following procedures:

1. We have agreed by comparison of amounts and classifications the expenditure amounts 
listed on the Reconciliation Schedule under the "Federal Expenditures per the SEFA" 
(Column C), which summarizes DHS federal expenditure amounts as of December 31, 
2018, have been accurately compiled and reflect the audited books, records and SEFA of 
the County.

2. We have agreed by comparison of amounts and classifications the program receipt 
amounts listed on the Reconciliation Schedule under the "Federal Awards Received per the 
audit confirmation reply from Pennsylvania" (Column D), which summarizes DHS federal 
receipt amounts as of December 31, 2018, have been accurately compiled and reflect the 
amounts reported on the audit confirmation reply from Pennsylvania.

3. We have recalculated the dollar amount and percentage differences between the Federal 
Expenditures per the SEFA (Column C) and the Federal Awards Received per the audit 
confirmation reply from Pennsylvania (Column D) on the Reconciliation Schedule.

4. We have agreed by comparison to the audited books and records that the dollar amount 
differences (Column E) between the expenditures (Column C) and receipts (Column D) on 
the Reconciliation Schedule accurately reflect the audited books and records of the County.

5. We have agreed by comparison to the audited books and records that the explanation of 
differences (Column G) between the expenditures (Column C) and receipts (Column D) on 
the Reconciliation Schedule accurately reflect the audited books and records of the County.

d. With regard to the Child Protective Services Law ("CPSL") monitoring of In-Home Purchased Services 
Providers (Exhibit XXI on Page 88), we have performed the following procedures:

1. We have agreed by comparison of provider Name (column A) to the providers who were 
paid for In-Home Purchased Services during the year according to the County Children and 
Youth Agency's ("CCYA") general ledger, cash disbursements journal, or similar records.

2. We have agreed by comparison of provisions the Provider Contract with requirements of 
the CPSL.

3. We have agreed by comparison that information in columns C through I of Exhibit XXI to 
the CCYA's monitoring records for In-Home Purchased Service Providers.
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The procedures detailed in paragraphs (a), (b), (c) and (d) above disclosed no adjustments or findings for the 
period reported upon. 

This agreed-upon procedures engagement was conducted in accordance with attestation standards established 
by the American Institute of Certified Public Accountants. We were not engaged to and did not conduct an 
examination or review, the objective of which would be the expression of an opinion or conclusion, respectively 
on the financial schedules and exhibits required by the DHS Single Audit Supplement. Accordingly, we do not 
express such an opinion or conclusion. Had we performed additional procedures, other matters might have 
come to our attention that would have been reported to you.

This report is intended solely for the information and use of the Commonwealth of Pennsylvania, Department of 
Human Services, the Board of Commissioners, management and others within the County of McKean, 
Pennsylvania and is not intended to be, and should not be, used by anyone other than those specified parties. 

Williamsport, Pennsylvania 
September 26, 2019



County of McKean, Pennsylvania
Child Support Enforcement Program Exhibit A-1(a)

Comparison of Single Audit Expenditures with the Reported Expenditures

June 30, 2018

Incentive Amount Incentive Amount Incentive Amount

Total Unallowable Paid Costs Net Paid Total Unallowable Paid Costs Net Paid Total Unallowable Paid Costs Net Paid

Quarter ending: 9/30/17

1. Salary/Overhead 157,618$    5,604$             3,474$        148,540$    98,036$      157,618$    5,604$             3,474$        148,540$    98,036$      -$                -$                    -$                -$                -$                    

2. Fees/Costs -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

3. Interest/Program Income 4,118          96                    -                  4,022          2,655          4,118          96                    -                  4,022          2,655          -                  -                      -                  -                  -                      

4. Blood Testing Fees 307             -                      -                  307             203             307             -                      -                  307             203             -                  -                      -                  -                  -                      

5. Blood Testing Costs 341             -                      -                  341             225             341             -                      -                  341             225             -                  -                      -                  -                  -                      

6. ADP -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

Net total 153,534$    5,508$             3,474$        144,552$    95,404$      153,534$    5,508$             3,474$        144,552$    95,404$      -$                -$                    -$                -$                -$                    

Quarter ending: 12/31/17

1. Salary/Overhead 180,318$    5,388$             -$                174,930$    115,454$    180,318$    5,388$             -$                174,930$    115,454$    -$                -$                    -$                -$                -$                    

2. Fees/Costs -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

3. Interest/Program Income 2,707          59                    -                  2,648          1,748          2,707          59                    -                  2,648          1,748          -                  -                      -                  -                  -                      

4. Blood Testing Fees 309             -                      -                  309             204             309             -                      -                  309             204             -                  -                      -                  -                  -                      

5. Blood Testing Costs 342             -                      -                  342             226             342             -                      -                  342             226             -                  -                      -                  -                  -                      

6. ADP -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

Net total 177,644$    5,329$             -$                172,315$    113,728$    177,644$    5,329$             -$                172,315$    113,728$    -$                -$                    -$                -$                -$                    

Quarter ending:  3/31/18

1. Salary/Overhead 169,089$    10,733$           -$                158,356$    104,515$    169,089$    10,733$           -$                158,356$    104,515$    -$                -$                    -$                -$                -$                    

2. Fees/Costs -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

3. Interest/Program Income 4,739          105                  -                  4,634          3,058          4,739          105                  -                  4,634          3,058          -                  -                      -                  -                  -                      

4. Blood Testing Fees 261             -                      -                  261             172             261             -                      -                  261             172             -                  -                      -                  -                  -                      

5. Blood Testing Costs 341             -                      -                  341             225             341             -                      -                  341             225             -                  -                      -                  -                  -                      

6. ADP -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

Net total 164,430$    10,628$           -$                153,802$    101,509$    164,430$    10,628$           -$                153,802$    101,509$    -$                -$                    -$                -$                -$                    

Quarter ending:  6/30/18

1. Salary/Overhead 180,866$    6,524$             -$                174,342$    115,066$    180,866$    6,524$             -$                174,342$    115,066$    -$                -$                    -$                -$                -$                    

2. Fees/Costs -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

3. Interest/Program Income 4,524          104                  -                  4,420          2,917          4,524          104                  -                  4,420          2,917          -                  -                      -                  -                  -                      

4. Blood Testing Fees 581             -                      -                  581             383             581             -                      -                  581             383             -                  -                      -                  -                  -                      

5. Blood Testing Costs 399             -                      -                  399             263             399             -                      -                  399             263             -                  -                      -                  -                  -                      

6. ADP -                  -                      -                  -                  -                  -                  -                      -                  -                  -                  -                  -                      -                  -                  -                      

Net total 176,160$    6,420$             -$                169,740$    112,028$    176,160$    6,420$             -$                169,740$    112,028$    -$                -$                    -$                -$                -$                    

Single Audit Expenditures Reported Expenditures Single Audit Over (Under) Expenditures

See Independent Accountants' Report  on Applying Agreed-Upon Procedures
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County of McKean, Pennsylvania
Title IV-D Child Support Program Exhibit A-1 (c)

Comparison of Reported Incentives to Incentives on Deposit

Year Ended December 31, 2018

County McKean, Pennsylvania

Month

MSE Paid Cost Worksheet 

Ending Incentive Balance

Audited Title IV-D Account 

Incentive Balance Type of Account Structure

January 433,225$                                 433,225$                                 

March 447,900                                   447,900                                   ( X )  Separate Bank Account

June 462,229                                   462,229                                   (    )  Restricted Fund-General Ledger

September 468,250                                   468,250                                   (    )  Other:  ____________________ 

December 473,412$                                 473,412$                                 

NOTE:  Do not include income received from interest or medical incentives.

Year Ended December 31, 2018

See Independent Accountants' Report on Applying Agreed-Upon Procedures
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County of McKean, Pennsylvania 
Title IV-D Child Support Program Exhibit A-1 (d)
Comparison of Single Audit Title IV-D Account with Reported Title IV-D Account
Year Ended December 31, 2018

Single Audit Single Audit

Title IV-D Reported Title Over/(Under)

Account IV-D Account Reported

Balance at January 1 446,316$           446,316$          -$                      

Receipts:

Reimbursements 449,856             449,856            -                        

Incentives 73,638               73,638              -                        

Title XIX Incentives -                         -                        -                        

Interest 4,656                 4,656                -                        

Program Income 9,325                 9,325                -                        

Genetic Testing Costs 1,116                 1,116                -                        

Maintenance of Effort (MOE) -                         -                        -                        

Other: P-Card Reimbursement 16                      16                     -                        

Total Receipts 538,608$           538,608$          -$                      

Intra-fund Transfers-In 125,749             125,749            -                        

Funds Available 1,110,673$        1,110,673$       -$                      

Disbursements:

Transfers to General Fund -                         -                        -                        

Vendor Payments 599,924 599,924            -                        

Bank Charges -                         -                        -                        

Other: _____________ -                         -                        -                        

Total Disbursements 599,924$           599,924$          -$                      

Intra-fund Transfers-Out -                         -                        -                        

Balance at December 31 510,749$           510,749$          -$                      

The Title IV-D account consists of two accounts.  

The Title IV-D account is comprised of one checking and one savings account. 

See Independent Accountants' Report on Applying Agreed-Upon Procedures
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County of McKean, Pennsylvania
Schedule of Revenues and Expenditures Exhibit III
Medical Assistance Transportation Program
Year Ended June 30, 2018

Reported Actual Difference

Service Data

Expenditures

Group I Clients 559,781$      559,781$    -$                  

Group II Clients -                    -                  -                    

Total Expenditures 559,781$      559,781$    -$                  

Allocation Data

Revenues 

Department of Human Services 558,735$      558,735$    -$                  

Interest Income 1,046            1,046          -                    

Total Revenues 559,781        559,781      -                    

Funds Expended 

Operating Costs 559,781        559,781      -                    

Administrative Costs -                    -                  -                    

Total Funds Expended 559,781        559,781      -                    

Excess Revenues over Expenditures -$                  -$                -$                  

See Independent Accountants' Report on Applying Agreed-Upon Procedures
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McKean County, Pennsylvania
Schedule of Revenues, Expenditures, and Carryover Funds Exhibit V (a) EI

Early Intervention

Year Ended June 30, 2018

Cost Eligible Total

Total for DHS Balance of Grant Fund Fund

Appropriation Carryover Allotment Allocation Participation Funds Adjustments Balance

A. Early Intervention 

1. Early Intervention Services 10235 -$                 597,950$     597,950$     597,950$     -$                 -$                 -$                 

2. Early Intervention Training 10235 395              3,865           4,260           2,047           2,213           -                   2,213           

3. Early Intervention Administration 10235 -                   37,371         37,371         37,371         -                   -                   -                   

4. Infants and Toddlers with Disabilities (Part C) 70170 -                   41,298         41,298         41,298         -                   -                   -                   

5. IT&F Waiver Administration 10235/70184 1,361           8,761           10,122         10,122         -                   -                   -                   

Total Early Intervention 1,756$         689,245$     691,001$     688,788$     2,213$         -$                 2,213$         

DHS Funds Available

Source of DHS Funding

See Independent Accountants' Report on Applying Agreed-Upon Procedures
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Report of Income and Expenditures Exhibit V (b) EI

Early Intervention Program

Year Ended June 30, 2018

Administration Early Service

Office Intervention Coordination Total

I. Total Allocation -$                     -$                     -$                     691,001$          

II. Total Expenditures 91,440              390,253            439,834            921,527            

III. Costs Over Allocation

A. County Funded - Eligible 39,060              -                       331                   39,391              

B. County Funded - Ineligible -                       -                       -                       -                       

C. Other - Eligible -                       -                       -                       -                       

D. Other - Ineligible -                       -                       -                       -                       

Total Costs Over Allocation 39,060              -                       331                   39,391              

IV. Revenues

A. Program Service Fees -                       -                       -                       -                       

B. Private Insurance Fees -                       -                       -                       -                       

C. Medical Assistance -                       -                       67,321              67,321              

D. Earned Interest 735                   -                       -                       735                   

E. Other -                       -                       49,885              49,885              

Total Revenues 735                   -                       117,206            117,941            

V. DHS Reimbursement

A. DHS Categorical Funding - 90% 37,371              351,228            290,067            678,666            

B. DHS Categorical Funding - 100% 10,122              -                       -                       10,122              

VI. County Match - 10% 4,152                39,025              32,230              75,407              

VII. Total DHS Reimbursement and

County Match 51,645$            390,253$          322,297$          764,195$          

VIII. Total Carryover 2,213$              

McKean County, Pennsylvania 

See Independent Accountants' Report on Applying Agreed-Upon Procedures
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McKean County, Pennsylvania 
Report of Income and Expenditures Exhibit VI (a) BG-S

Block Grant Summary Report 

Year Ended June 30, 2018

County Match (%) 4.30%
Actual County Match ($) 143,312$       
Actual County Match (%) 4.30%

Appropriation DHS Allocation Mental  Health
Intellectual 

Disabilities

Homeless 

Assistance
HSS D&A Total

Balance of 

Funds
Adjustments

Total Fund 

Balance 

1 State Human Services Block Grant Multiple 3,219,471$           2,417,465$           592,211$    36,192$       40,710$          132,893$           3,219,471$           -$                    8,985$            8,985$            

2 SSBG Multiple 91,086                  43,414                  47,672        -                   -                      -                         91,086                  -                      -                      -                      

3 SABG 80884 -                             -                             -                  -                   -                      -                         -                             -                      -                      -                      

4 CMHSBG 70167 58,235                  58,235                  -                  -                   -                      -                         58,235                  -                      -                      -                      

5 MA 70175 125,943                -                             112,486      -                   -                      -                         112,486                13,457            -                      13,457            

6 Crisis Counseling 80222 -                             -                             -                  -                   -                      -                         -                             -                      -                      -                      

3,494,735$           2,519,114$           752,369$    36,192$       40,710$          132,893$           3,481,278$           13,457$          8,985$            22,442$          

$0

$160,974

$0

$0

$118,759

$97,236

$13,406

$8,117IV. Amount to be Returned to DHS

Retained Earnings

I. Unexpended Allocation

II.Maximum Retained Earnings (5%)

III.Waiver Requested Money (if applicable)

IV. Total Requested Retained Earnings

Prior Year Retained Earnings

I. FY 16-17 Retained Earnings

II.Total Expended Retained Earnings-3%

Costs Eligible for DHS Participation 

Total for Block Grant

Sources of Funding:

Block Grant Reporting

III.Total Expended Retained Earnings-Waiver of 3%

See Independent Accountants' Report on Applying Agreed-Upon Procedures
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McKean County, Pennsylvania 
Report of Income and Expenditures Exhibit VI(b) BG-S

County Human Services Block Grant

Year Ended June 30, 2018

Sources of Funding

Appropriation Total Carryover Allotment DHS Allocation    
Costs Eligible for 

DHS Participation   
Balance of Funds             Adjustments 

Total Fund 

Balance      

A. Mental Health Services

1 State - Project STARR NSH 10248 -$                         -$                         -$                         -$                         -$                         -$                         -$                         

2 Federal - Infusing Peer Specialist into Crisis Services - TTI 70127 -                           -                           -                           -                           -                           -                           -                           

3 Federal - PATH Homeless Grant 70154 -                           -                           -                           -                           -                           -                           -                           

4 Federal-CMHSBG-Doctor Adair Project 70167 -                           -                           -                           -                           -                           -                           -                           

5 Federal-CMHSBG-Network of Care 70167 -                           -                           -                           -                           -                           -                           -                           

6 Federal-CMHSBG-Survey Project 70167 -                           -                           -                           -                           -                           -                           -                           

7 Federal-CMHSBG-Training 70167 -                           -                           -                           -                           -                           -                           -                           

8 Federal - Capitalization of POMS 70522 -                           -                           -                           -                           -                           -                           -                           

9 Federal-PA System of Care Grant 70976 -                           -                           -                           -                           -                           -                           -                           

10 Federal - Project Launch 71021 -                           -                           -                           -                           -                           -                           -                           

11 Federal-Hospital Preparedness Program 80222 -                           -                           -                           -                           -                           -                           -                           

12 Federal - Bio-Terrorism Hospital Preparedness 80343 -                           -                           -                           -                           -                           -                           -                           

Subtotal Mental Health Services -                           -                           -                           -                           -                           -                           -                           

B. Intellectual Disabilities Services

1 Temporary NBG Funds for Regional Collaborative 10255 -                           -                           -                           -                           -                           -                           -                           

2 Elwyn 10236 -                           -                           -                           -                           -                           -                           -                           

3 One Time Pass Through Non-Block Grant 10255 -                           -                           -                           -                           -                           -                           -                           

Subtotal Intellectual Disabilities Services -                           -                           -                           -                           -                           -                           -                           

C. Drug & Alcohol Services

1 State-Centers of Excellence 10262 -                           -                           -                           -                           -                           -                           -                           

Subtotal Drug & Alcohol Services -                           -                           -                           -                           -                           -                           -                           

D. Total for Non-Block Grant Reporting -$                         -$                         -$                         -$                         -$                         -$                         -$                         

See Independent Accountants' Report on Applying Agreed-Upon Procedures
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Reconciliation Supplemental Financial Schedule Exhibit XX

( A ) ( B ) ( C ) ( D ) ( E ) ( F ) ( G )

Federal

Awards

Received

per the Audit

Federal Confirmation

CFDA CFDA  Expenditures reply from Difference % Difference Detailed 

Name Number per the SEFA Pennsylvania (C-D) (E/D) Explanation of the Differences

Guardianship Assistance Program 93.090 3,711$          9,174$          (5,463)$         -59.55%

The difference in year end Accounts Receivable 

accounts for ($5,121) of the difference.  The timing 

of cash receipts versus confirm accounts for 

($342) of the difference.

Promoting Safe and Stable Families 93.556 319,261        274,384        44,877          16.36%

The timing of cash receipts versus confirm 

accounts for the variance of $44,877.

Visitation Grant 93.556 4,224            4,224            -                    0.00% N/A

Temporary Assistance for Needy Families 93.558 27,079          42,597          (15,518)         -36.43%

The difference in year end Accounts Receivable 

accounts for the difference of ($8,682) of the 

difference.  The timing of cash receipts versus 

confirm accounts for ($6,836) of the difference. 

Title IV-D 93.563 415,627        472,636        (57,009)         -12.06%

The difference in year end Accounts Receivable 

accounts for ($34,229) of the difference. The 

timing of cash receipts versus confirm accounts for 

($22,780) of the difference. 

Title IV-D Incentives 93.563 73,323          73,422          (99)                -0.13%

The difference in year end Accounts Receivable 

accounts for the difference of $315.  The timing of 

cash receipts versus confirm accounts for ($414) 

of the difference. 

Title IV-B 93.645 28,407          28,406          1                   0.00% The difference of $1 is due to rounding. 

Title IV-B Match 93.645 7,575            7,576            (1)                  -0.01% The difference of ($1) is due to rounding. 

Title IV-E Foster Care 93.658 619,602        599,835        19,767          3.30%

The difference in year end Accounts Receivable 

accounts for $45,627 of the difference.  The timing 

of cash receipts versus confirm accounts for 

($25,860) of the difference.

Information Technology Grant 93.658 4,944            -                    4,944            N/A Amounts not reported on the confirm.

Title IV-E Adoption Assistance 93.659 379,637        359,578        20,059          5.58%

The difference in year end Accounts Receivable 

accounts for $20,454 of the difference.  The timing 

of cash receipts versus confirm accounts for 

($395) of the difference.

Social Services Block Grant - Title XX 93.667 44,351          44,351          -                    0.00% N/A

Social Services Block Grant - MH 93.667 43,415          43,414          1                   0.00% The difference of $1 is due to rounding. 

Social Services Block Grant - MR 93.667 47,672          47,672          -                    0.00% N/A

Chafee Foster Care Independence Program 93.674 44,663          53,687          (9,024)           -16.81%

The difference in year end Accounts Receivable 

accounts for ($22,445) of the difference.  The 

timing of cash receipts versus confirm accounts for 

$13,421 of the difference.

Medical Assistance Transportation Program 93.778 354,616        354,618        (2)                  0.00%

The timing of cash receipts versus confirm 

accounts for the variance of ($2).

Medical Assistance Waiver 93.778 125,868        112,486        13,382          11.90%

The timing of cash receipts versus confirm 

accounts for the variance of $13,382

MR Targeted Services Management 93.778 6,647            7,778            (1,131)           -14.54%

The difference in year end Accounts Receivable 

accounts for the difference of ($1,131).

Title IV-E Medicaid 93.778 1,958            -                    1,958            N/A Amounts not reported on the confirm.

MH Administration 93.778 29,495          15,612          13,883          88.93%

The difference in year end Accounts Receivable 

accounts for the difference of $13,883.

Block Grants for Community Mental Health Services 93.958 70,710          76,944          (6,234)           -8.10%

The timing of cash receipts versus confirm 

accounts for the variance of ($6,234).

2,652,785$   2,628,394$   24,392$        0.93%

Expenditures per the SEFA to Revenue Received per the Pennsylvania Audit Confirmation Reply

County of McKean, Pennsylvania

Year Ended December 31, 2018

Federal Awards Passed through the Pennsylvania Department of Human Services
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Children and Youth Agency Monitoring Schedule Exhibit XXI

( A ) ( B ) ( C ) ( D ) ( E ) ( F ) ( G ) ( H ) ( I )

Monitored 

During

List Any 

Exceptions Date Follow-up 

Provider Name

Does Provider Contract Include 

CPSL Requirements

Most Recent 

Monitoring Date

The Current 

Year Monitoring 

Noted During 

Current Year 

Monitoring 

If Applicable, 

Was CAP 

Submitted

Is CAP 

Acceptable to 

CCYA

Was Done On 

Prior Year 

Monitoring

Has Provider 

Implemented 

the CAP

Redevelopment and Housing Authority Yes 7/10/2018 Yes None N/A N/A N/A N/A

The Guidance Center PAT & PCIT Yes 3/10/2018 Yes None N/A N/A N/A N/A

The Guidance Center NPP & Truancy Yes 7/18/2018 Yes None N/A N/A N/A N/A

County of McKean, Pennsylvania

Year Ended December 31, 2018

McKean County Children and Youth Agency 

Child Protective Services Law (CPSL) Monitoring of In-Home Purchased Service Providers
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