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Filing Status
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04 Sewer

2lnactive
5 Terminated
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OPERATING AUTHORITIES BALANCE SHEET
FISCAL YEAR ENDING MAR 2015

11.281.286

0

6,803.207

o

950.293

127.197.547

L92J9WA
30,168.694

0

715,O74
'211.632

711.0U

2.349.261

2.056,M9

0

0

55.275.335

19.034.786

26.410.993

880.786

74.660.819

6.043.500

59.668.549

351288

120.987.384

65.712.O49

ASSETS

CURRENT ASSETS

Cash

lnvestments

Accounts receivable

lnventories

Other current assets

TOTAL CURRENT ASSETS

RESTRICTED ASSETSffRUST FUNDS

DEFERRED CHARGES (Note A)

FIXED ASSETS

Property, plant & equipment, at cost

Less accumulated depreciatlon

Constrdstion work in Progress

Other fixed assets

NET FIXED ASSETS

TOTALASSETS

LIABILITIES AND FUND EQUITY

Ac@unts payable

Accrued payroll & withholdings

Accrued interest payable

Current portlon of long-term debt

Other current liabllities

TOTAL CU RRENT LIABIL]TIES

LONG-TERM DEBT - less current portion

TOTAL LIABILITIES

FUND EOUIW

CONTRIBUTED CAPITAL

Governmental grants

Other contributlons

TOTAL CONTR]BUTED CAPITAL

RETAINED EARNINGS

Reserved

Unreserved

TOTAL RETAINED EARNINGS 55.275.335

TOTAL FUND EQUITY ss 27s 335

TOTAL LIABILITIES & FUND EOUITY 120.987,384

Note A - Deferred Charges consist of $526,811 - Deferred Bond Insurance Costs;

and $353,975 - Deferred Loss on Extlngulshment of Debt.



SEWEB
OPERATING AUTHORITIES

STATEMENT OF INCOME AND EXPENDITURES

22,694,320

0

0-

0'
.0

9.023.339

1.024.70r

2.150.341

2.934.04\

0

0
'0

'0
'0

365.177

1.495.454

0

0

324.786

22.694,320

15.t32.422

355.t77

t.820.240

49.168.500

55.27s.335'

351288

7.561.898

(1,455@)
6.r06.835

.0
6.106.83s

OPERATING REVENUES

Sale ol Seruices/user charges

Operating Grants - State

- Federal

Local govemment operating subsidies

Interest Income

Other operating revenues

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Cost of sales and services

Adminlstratlon - Salaries

- Other Costs

Depreciation

Other operating expenses

TOTAL OPERATING EXPENSES

oPERATTNG INCOME (LOSS)

NONOPEBATING REVENUES

CapltalGrants - State

- Federal

Proceeds of sale of fixed assets

Proceeds of borrowlngs

Other nonoperatlng revenues

TOTAL NONOPERATING REVENUES

NONOPERATING EXPENSES

Dbbt service payments (lnterest only)

Constructions/extenslon of system

Major equipment purchased

Other nonopqrating expenses

TOTAL NONOPERATING EXPENSES

TOTAL NONOPERATING REVENUE (LOSS)

NET iNCOME BEFORE EXTRAORDINARY ITEMS

EXTRAORDINARY GAIN (LOSS)

NET INCOME

RETAINED EARNINGS peginning of year)

RETAINED EARNINGS (end of year)



351288
DEBT STATEMENT

OUTSTANDING BONDS AND NOTES
Listed below ar'e all currently outstandlng bond and note issues according to our files, excluding bond
issues redeemed or refunded and deteased. Please show the prlncipal payments and make any other
necessary corrections and additions.

TyPe
Purp

04

04

04

04

04

04

04

04

04

04

Bond (B)
Note (N)

B

B

B

N

N

lssuE
Date

(mm/yy)

06201 1

06201 1

09200;

032002

032012

102002

112007

122003

122004

u1814

Orlglnal
Amount
of lssue

$21340000

$8135000

$'16810000

$s045157

$1 1256381

$4947000

$4329181

$2806264

$3690127

, 10000000

Outstandlng
Beginning

Principal
Pald This

22)..608

191.664

1t5,770

155,r87

0

N

N

N

N

_D_

oiYear Year

$19460000 790.000

$7o55ooo 4ss.ooo

$16605000 9.290.000

$2471850 247.674

$1 885416 (NoteB) Ra-663

$2626665

$3213672

$1442579

$2476033

0

outstandlng Flnal
atYearEnd Year

18,670,000 2035

6,500,000 2025

7.315.000 2036

2,224,r?6 2023

8.255.057 2035

).4o4-o57 2024

3.022.008 2029

1.326.809 2025

2.320.846 zgn

10.000.000 2035

Total bonds and notes outstanding

Capltalized lease obllgations

othbr debt lffi B:eT:ftri.1;?:i#"' 
Discount

TOTALOUTSTANDING DEBT

.Minus assets held In debt seruice funds, bond reserve funds and bond
redemptlon funds
Minus lease rental payments recelvable

NET DEBT

Note B - Additional $6,450,304 loan proceeds received during current
fiscal year on this debt obligation.

52.138.953

.o
--2067d8)Rq,?61

6':0tr.8i0

76?qS,4O0

0

35.722.410
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ROBERT L. ROSSI, C,P,A.

ROBERT T. ARVONIO, C.P.A.

PETER D. ARVONIO, JR., C.P.A.

ROBERTA. HANIS, C.P.A"

ROBERT ROSSI & CO.
CERT]FIED PUBLIC ACCOUNTANTS

299 MAIN ST.2ND FLR

OLYPHANT, P A 18447 -2326

TEL. (570) 876-2300 - FAX (570) 876-5153

Webslte: www'nco'net

SALVATOREA. NOLE. JR.. C.PA,

JOSEPH E. ROSSI. C.P.A,

SEAN J. GRASSI, C.P.A,

RALPH R. MORRIS, III, C.PA.

September 22,2015

Board of Directors
The Sewer Authority of the City of Scranton

Scranton, PennsYlvan ia

We have performed the Single Audit of The Sewer Authority of the City of Scranton

for the fiscal year ended March 11, zol5, and have enclosed the Single Audit report

package.

The Single Audit was done to fulfill the requirements of OMB Circular A - 133. lt

entailed: 1. An audit of the basic financial statements and Supplementary Schedule of

i*p"naitur"s of Federal Awards and our opinion thereon; 2. A review of Compliance and

lnternal Controls over Financial Reporting Based on an audit of Financial Statements

performed in accordance with Covernmental Auditing Standards and 3. A review of

compliance with requirements applicable to each major program and internal controls over

compliance in accordance with OMB Circular A - 133'

A management letter was not issued and therefore is not included as part of our

report.

rta*t/Z* ' G

MEMBERoFAMER|CAN&PENNSYLVANIA|NSTITUTESoFCERT|F|EDPUBL|CAccoUNTANTs
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REPORT DISTRI BUTION LIST

Federal Audit Clearing House
U. S Census Bureau
1201 E lOth Street

Jeffersonville, Indiana 47132 1 Copy

Attn: Single Audit Clearing House

Commonwealth of Pennsylvania
Bureau of Audits
Division of Special Audit Services

Subrecipient Si ngle Audit
Forum Place - 8th Floor
555 Walnut Street
Harrisburg, PA"I71O1 1 CoPY



ROBERT L. ROSSI, C.P.A,

ROBERT T. ARVONIO. C.P.A.

PETER D. ARVONIO. JR,, C,P'A'

ROBERT A, HANIS, C.P.A.

ROBERT ROSSI & CO,
CERTIFIED PUBLIC ACCOUNTANTS

299 MAIN ST.2NO FLR

OLYPHANT, P A 1 8447 -2326

TEL. (570) 876-2300 - FA)( (570) 876-5153

Webslte: www.rrco'net

I NDEPENDENT AUDITORS' REPORT

SALVATOREA. NOLE, JR., C,P.A,

JOSEPH E. ROSSI, C.P.A.

SEAN J. GRASSI, C,P.A.

RALPH R. MORRIS. III, C.PA.

September 22,2015

To the Board of Directors
The Sewer Authority of the City of Scranton

Report on the Financial Statements

We have audited the accompanying financial statements of The Sewer Authority of

Scranton, a component unit of the City of icranton, as of and for the year ended March 31,

ZOIS,, 
"nd 

,"l"ied notes to the financial statements, which collectively comprise the

Authority's basic financial statements.

Managementb Respon sibility for the Financial Statemenfs

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 nm"rica; this includes the design, implementation, and maintenance of

internal control rerevant to the preparation and fair presentation of financial statements that

are free from material misstatement, whether due to fraud or error'

Auditor's ResPonsibil i tY

Our responsibility is to express opinions on these financial statements based on our

audit. we conducted our audit in 
"..ord'un." 

with auditing standards generally accepted in

the United States of America and the standards applicable to financial audits contained in

covernment Audiiintg standards, issued by the Comptroller General of the United states'

Those standards r"qrit" 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 finan-cial statements. The procedures.selected depend on

inl 
"uJitor's 

judgment, including the assessment of the risks of material misstatement of the

financial statements, whether due to fraud or error. ln 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

"ntity;t 
internal control. Accordingly, we express no such opinion' An audit also includes

evaluating tlre appiopriateness oT ...ornting policies used and the reasonableness of

significant ...orniing 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'

MEMBERoFAMER|CAN&PENNSYLVANIA|NST|TUTESoFCERT|FIEDPUBL|CAccoUNTANTs
6



THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Opinions

In our opinion, the financial statements referred to above present fairly, in all

material respecti, the respective financial position of The Sewer Authority of the City of

Scranton, a component unit of the City of Scranton, as of March 31, 2015, and the

respective changes in financial position and cash flows thereof for the year then ended in

accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary I nform ati on

Management has omitted the management's discussion and analysis that accounting

principles gelnerally accepted in the United States of America require to be presented to

iuppt"r"nithe baiic financial statements. Such missing information, although not a part of

the financial statements, is required by the Covernmental Accounting Standards Board, who

considers it to be an essential part of financial reporting for placing the financial in an

appropriate operational, economic, or historical context. Our opinion on the financial

statements is not affected by this missing information'

Other lnformation

In connection with our audit, nothing came to our attention that caused us to believe

that the Authority was not in compliance with the provisions of the Trust Indenture between

The Sewer Authority of the Ciiy of Scranton, Pennsylvania and Fidelity Deposit and

Discount Bank insofar as they relaie to accounting and auditing maters. lt should be noted,

however, that our audit was not directed primarily toward obtaining knowledge of such

noncompliance.

Our audit was conducled for the purpose of forming opinions on the financial

statements that collectively comprise The Sewer Authority of the City of Scranton's basic

financial statements. The iupplementary information on Pages 31 and 32, as listed in the

table of contents, 
"r" 

prur"ni"d for purposes of additional analysis and are not required part

of the basic financial statements. The schedule of expenditur"t 9f federal awards is

presented for purposes of additional analysis as required by U. S. office of Management

and Budget Circular A-133, Audits oi Stutut, Local Covernments, and Non-Profit

Organizaiions, and is also not a required part of the basic financial statements.

The supplementary information on pages 31 and 32, as listed in the table of

contents, and' the scheiule of expenditures of federal awards are the responsibility of

,"n"gur"nt and were derived from and relate directly to the underlying accounting and

other records used to prepare the financial statements. Such information has been subject

to the auditing procedures applied in the audit of the basic financial statements and certain

"aJition"t 
pro-cedures, including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the financial statements or to the

basic financial statem-ents themselves, and other additional procedures in accordance with

.uaiting standards generally accepted' in the United States of America- In our opinion, the

suppleientary information on pages 31 and 32, as listed in the table of contents, and the

scledule of expenditures of federal awards are fairly stated in all material respects in

relation to the basic financial statements as a whole'



THESEWERAUTHOR|TYoFTHEC|TYoFSCRANTON
NOTES TO FINANCIAL STATEMENTS

other Reporting Required by Government Auditing standards

ln accordance with Covernment Auditing Standards, we have also issued our repoft

dated september 22, 2015, on our consideratlon of The sewer Authority of the city of

Scranton's internal control over financial reporting and on our tests of its compliance with

ceftain provisions of laws, regulations, coniracts, and Srant agreements and other matters'

il;;r;t"se of thar d; is-to desciibe the scope of our testing of internal control over

financial reporting and compliance and the ,"ruitt of that testing, and not to provide an

opinion on internal control over financial reporting or on compliance' That report is an

integral part of 
"n-"udit 

performed in accordan." *ith covernment Auditing standards in

considering rhe sewer Authority of the city of scranton's internal control over financial

reporting and comPl iance'

[?, r**t /L"*'; a"'. 4-
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THE SEWER AUTHORITY OF THE CITY OF SCMNTON

STATEMENT OF NET POSITION

MARCH 31,2015

ASSETS

CURRENT ASSETS

Cash and Cash Equivalents

Accounts Receivable, Net of Allowance

for Doubtful Accounts of $2,800,000

Other Current Assets

TOTAL CURRENT ASSETS

NONCURRENT ASSETS

Restricted Assets - See Schedule I

Cash and Cash Equivalents

lnvestments
Accrued Interest Receivable

Total Restricted Assets

Accounts Receivable - Assessments

Capital fusets
ProPertY, Plant and EquiPment, Net

TOTAL NONCURRENT ASSETS

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES

Deferred Bond Insurance Costs

Deferred Loss on Extinguishment of Debt

TOTAL DEFERRED OUTFLOWS OF

RESOURCES

$ 11,281,286

6,42O,244
950,293

$ 404,125
26,006,275

593

$ 26,410,993

382,963

74,660,819

526,811
353,975

$ 18,651,823

10"1,454,775

$ 120,106,598
.

_$-990/99-

,,See accompanying notes and independent auditors' report"
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

STATEMENT OF NET POSITION

MARCH 31,20'.15

LIABILITIES

CURRENT LIABILITIES (Payable from Current Assets)

Lines of Credit
Current Portion of Long-Term Debt

Accounts Payable

Accrued Interest Payable

Accrued Payroll and PaYrollTaxes
Current Portion of Compensated Absences

TOTAL CURRENT LIABILITIES
(Payable from Current Assets)

CURRENT LIABILITIES (Payable from Restricted Assets)

Revenue Bonds PaYable

Accrued Revenue Bond Interest Payable

Accrued Expenses

TOTAL CURRENT LIABILITIES
(Payable from Restricted Assets)

NONCURRENT LIABILITIES

Long-Term Debt, Net of Current Portion

Compensated Absences, Net of Current Portion

TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

DEFERRED !NFLOWS OF RESOURCES

Deferred Bond Premium

TOTAL DEFERRED INFLOWS OF

RESOURCES

NET POSITION
Invested in Capital Assets, Net of Related Debt

Restricted for Debt Seruice and Capital Expenditure

Unrestricted

$0
1,499,261

715,O74
33,166

211,632
450,866

$ 2,909,999

$ 850,ooo
677,918

"1,302,859

2,830,777

$ 59,583,288
302,724

59,886,012

s 65,626,788

85,261

$ 85,261

$ 14,373,795
23,580,216
17,32'1,324

TOTAL NET POSITION

"See accompanying notes and independent auditors' repolt"

10
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

STATEMENT OF REVENUES, EXPENSES AND CHANCES IN NET POSITION

FOR THE YEAR ENDED MARCH 31,20'15

OPERATINC REVENUES

Sewer Rental Charges, including penalties

aqd interest, net of credit adjustments

TOTAL OPERATING REVENUES

OPERATINC EXPENSES

Sewer Plant and Sewer System - Schedule ll

Administrative and Ceneral - Schedule ll

Depreciation Expense

TOTAL OPERATI NC EXPENSES

OPERATINC INCOME

NON OPERATINC REVENUES (EXPENSES)

lnvestment Revenues

lnterest Expense

Amortization of Bond Insurance Cost

Bond lssuance Costs

Amortization of Bond Premium

Other Revenue

TOTAL NON-OPERATINC REVENUES (EXPENSES)

CHANGE IN NET POSITION

NET POSITION, BECINNING OF YEAR

NET POSITION, END OF YEAR

"See accompanying notes and independent auditors' report"

5 22,694,320

$ 9,023,339
3,175,O42
2,934,O41

$ 69,933
(1,495,454\

(122,8681
(201,918)

6,378
288,866

$ 22,694,320

'15,132,422

$ 7,561,898

(1,455,063)

$ 6,106,835

49.168.500

5 55,275,335
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31,2015

CASH FLOWS FROM OPERATINC ACTIVITIES:

Cash Received from Customers

Cash Payments to Suppliers for Coods and Services

Cash Payments to Employees for Services

Net Cash Flows Provided by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCINC ACI'IVITIES:

Other Revenue Received

Net Cash Flows Provided bY

NoncaPital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCINC ACTIVITIESI

Payment of Debt

Payment of lnterest
Proceeds from Loans Payable

Revenue Bond Payable, Net of Discount lssued for Refunding Debt

Payment of Bond lssuance Costs

Payment of Bond Insurance Costs

Payment to Escrow for Refunding Debt - Principal

Payment to Escrow for Refunding Debt - Interest

Capital Crant
Purchase and Construction of Capital Assets

Net Cash Flows Used for capital and Related Financing Activities

CASH FLOWS FROM INVESTINC ACTIVITIES:

Proceeds from Maturity of Investments

Purchase of I nvestments

Receipt of lnterest
Net Cash Flows Used in Investing Activities

NET DECREASE lN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNINC OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATINC INCOME TO NET CASH FLOWS

PROVIDED BY OPERATING ACTIVITIES:

Operating lncome
DePreciation
(lncrease) in Accounts Receivable

(lncrease) in Other Current fuseE

Decrease in Accounts Receivable - fusessments

lncrease in Accounts PaYable

(Decrease) in Other Liabilities
(Decrease) in Compensated Absences

NON-CASH CAPITAL AND RELATED FINANCING ACTIVITIES:

Non4ash Financing - Bond Premium Amortization

Non{ash Financing - Bond Insurance Cost Amortization

Non{ash Financing - Bond Original lssue Discount Accretion

Non-Cash Financing - Loss on Debt Extinguishment Amoftization

$ 21,962,246
(4,948,175)
(7,O22,34O)

$ 9,991,731

$ 288,866

288,866

$ (2,272,565)

(2,514,849)
6,460,304
9,791 ,O45

(201,918)
(48,51 1)

(9,285.000)
(451,963)
125,000

(6,806,292\

(5,2O4,749')

5 2,303,962
(8,483,903)

73,994
(6,1O5,947)

$ (1,030,099)

ffi
fi 7,561,898

2,934,O41
(120,612].
(430,37't)

3,166
76,962
(1,523)

(31,830)

$ 9,991,731

6,378
(122,868)

2,551
5,764

$

$

$

$

"See accompanying notes and independent auditors' report"
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THE SEWER AUTHORIW OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

Organization: The Sewer Authority of the City of Scranton (the Authority) is a

body corp"orate and politic organized under the Pennsylvania Municipalities Act of 1945,

p.C. 3g2, as amended and sJpplemented. By a Certificate of Joinder dated August 17,

1g66,the Borough of Dunmore became an Authority member.

on July 14, 1971, the city of scranton appointed the Authority to be its agent in

the operation of tl-re sewer system. The terms of this seruice agreement continue for a one'

y"., p"riod and will automatically extend itself on a year-to-year basis until one of the

parties thereto gives notice of its intent to cancel 30 days prior to the termination of any

yearly period.

The Sewer Authority of the City of Scranton, Pennsylvania, has determined that it

is a component unit of the City of Scranton since the City has guaranteed the Authority's

loans with the pennsylvania Infrastructure Investment Authority (PENNVEST); therefore,

the Authority is included in the reporting entity of the City of Scranton'

Reporting Entity: The reporting entity has been defined in accordance with the

criteria esiablished in GASB Statement No. 39, "Determining Whether organizations are

Component Units. The specific criteria used is as follows: a) financial interdependency; b)

selection of governing authority; c) designation of management; d) ability to significantly

influence operations;"e) accountability for fiscal matters; fl scope of public service: and g)

special financing relationships. As defined, there are no other related organizations,

which should be included inthe financial statements'

Basis of Accounting: The Sewer Authority of the City of Scranton, Pennsylvania

uses the accrual basis of accounting. The Authority's revenues are reco8nized when

earned and expenses are recognizei when the obligation is incurred' The Authority

uppf i", the financial- reporting luidance of GASB Statement No. 62, "Codification of

iccounting and Financial neporting Cuidance Contained in Pre'November 30, 1989

FASB and AlCpn Pronouncements" which has incorporated all GASB pronouncements as

well as the Financial Accounting Standards Board pronouncements issued on or before

November 30, 1989, unless those pronouncements conflict with or contradict GASB

pronouncements.

Basis of presentation: The fund category used by the Authority is the proprietary

fund. Proprietary category funds are used to account for and repoft those governmental

activities that are a"ri?""a to be self-supporting from fees charged to consumers of the

iunar, goods and serv'ices or where the gouurning board has decided that the periodic

determination of revenues, expenses, 
-and n.i intot" is appropriate for capital

maintenance, public policy, management control, accountability or other purposes' The

aclounting and financial reporting practices of proprietary funds are similar to those used

for business enterprises and focus on capital maintenance and the flow of economic

resources.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of significant Accounting Policies (continued)

proprietary fund statements provide both long-term and short-term financial

information which is similar to the information reported by a business-type entity. Net

position is segregated into invested in capital assets, net of related debt; restriaed for debt

service and cipiial expenditures; and unrestricted components. Net position is increased

by revenues and decreased by expenses.

Two fund types are included in the proprietary fund category: enterprise and

internal seruice funds. The Authority uses the enterprise fund type.

Enterprise funds account for operations that provide goods or services to the

general pubiic on a continuing basis. Such operations are financed and operated in a

1.nunn"t similar to private businesses and are intended to be self-supporting through

charges to users.

Measurement Focus: The accounting and financial reporting treatment applied to

a fund is determined by its measurement focus. The proprietary funds are accounted for

on a flow of economic resources measurement focus. With this measurement focus, all

assets and all liabilities associated with the operation of each fund are included on the

Statement of Net Position. Proprietary fund type operating statements present increases

(i.e., revenues) and decreases (i.e., expenses) in net total position.

proprietary funds distinguish operating revenues and expenses from non-operating

items. Operating revenues and expenses Benerally result from providing services and

producing and delivering goods in connection with a proprietary fund's principal ongoing

operations. The principal operating revenues of the enterprise funds are charges to

customers for sewer system services. Operating expenses for enterprise funds include the

costs of sewer system services, administrative expenses, and other costs of running the

activity. All revenues and expenses not meeting this definition are repofted as non-

operating revenues and exPenses.

Use of Estimates: The preparation of financial statements in conformity with U.S.

generally accepted accounting principles requires management to make estimates and

issumptions that affect the repofted amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of 'the financial statements and the reported

urountr of revenues and expenditures/expenses during the reporting period. Actual

results could differ from those estimates.

Allowance for Doubtful Accounts: The Authority's policy for providing for

uncollectible accounts is to charge current year earnings for accounts receivable

considered currently uncollectible based on the historical collection experience of the

Authority and collection percentages applicable to public utilities.

A major poftion of the allowance for doubtful accounts is felt to be collectible in

the future because of the Authority's power to conveft past due accounts into municipal

claims. This procedure is an operation of law and the claims have the status of a legal lien

or judgment. There are currently in force municipal claims of approximately $4,833,000'
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (Continued)

lnvestments: All of the Authority's investments are classified as held-to-maturity.

property, Plant and Equipment Property, plant and equipment are stated at cost.

Normal maintenance and repairs are charged to expense as incurred; major renewals and

extraordinary repairs, which extend the useful life of an asset, are capitalized.

Depreciation is proviied using the straight-line method based on the following estimated

useful lives:

Land
Sewer Treatment Plant
Land lmprovements
Operating Equipment
Vehicles
Extraordinary Repairs:
Sewer System

Equipment

Unrestricted
Restricted
Total Cash and Cash Equivalents

Useful Life
No-t n-able
40 years
10 years
10 years
3-6 years

20 years
5 years

lmpairment of Long-Lived Assets: Management reviews long-lived assets held and

used by the Authority for iirpairment whenever events or changes in. circumstances indicate

that the carrying amount of an dsset may not be recoverable. ln the event that facts and

.ir"u*rt"nces iidicate that the cost of any long-lived assets may be impaired, an evaluation

of recoverability would be performed.

Accrued Compensated Absences: lt is the Authority's policy to permit employees

to accumulate vacation and sick days which will be paid to employees upon separation

from the Authority's service. These amounts have been recorded in the statement of net

position split between current and noncurrent liabilities as noted in the statement.

Statements of Cash Flows: For purposes of the Statements of Cash Flows, the

Authority considers all highly liquid investments with an original maturity of three months

or less when purchased to be cash equivalents.

cash and cash equivalents, at March 31,20'15 were as follows:

$11,281,286
404,125

$_1_L6s5lrl

Interest priid by the Authority for the year ended March 31, 2015, amount to

g2,S.l4,g4g. Oi this amount, $1,001 ,445 was capitalized as construction-in-progress,

Accounting for Authority Bond lssues: The Authority financed the construction of

the sewer system through the issuance of two series of bonds designated as Sewer

Assessment Bonds in the-aggregate principal of $2,600,000 and Sewer Revenue Bonds in

the aggregate principal .rount of $33,000,000. The bond issue is subject to the provision

of a Trust Indenture dated April 1, 1968 between the Authority and JP Mo.rgan (formerly

Chase Manhattan Bank) as Trustee. The bond issue was defeased July, 2000.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of significant Accounting Policies (continued)

f n Septemb er 2OO7,the Authority issued bonds in the amount of $16,810,000, with

a final maturity of December 2036, with interest costs varying from 3.7oolo to 5.00%.

proceeds from the bonds were turned over to the Trustee for initial distribution to various

funds in accordance with the terms of the Trust lndenture of the Authority. The Trustee

maintains all funds enumerated in Note 2 and shall continue to function for the life of this

bond issue in the collection of rentals, the payment of operating expenses and semi-annual

interest payments, and the repurchase and retirement of bonds until the ultimate

retirement of all outstanding bonds.

In June 201'1, the Authority issued sewer revenue bonds in the amount of

g2g,47,5,O00, with a final maturity of December 2035, with interest costs varying from-

t.zart"to 6.3%. The bond issue is subject to the provision of a Trust tndenture dated as of

september 1,2007, as supplemented by a First Supplemental Indenture dated June 1,

2o11 between the Authority and Fidelity Deposit and Discount Bank as successor trustee,

and are secured under the indentrt" by the .assignment and pledge to the Trustee of

Receipts and Revenue from the Sewer System'

In November 2014, the Authority issued $10,000,000 of Sewer Revenue Bonds,

Series 2014 with a final maturity of December 1,2036, with interest costs varying from

i.2lo6 to 3.75"to. proceeds from the issuance provided funds for the partial advanced

refunding of the Authority's Sewer Revenue 
'Bonds, 

Series 2007 in the amount of

$g.igS,dgO; which debt was defeased at such date. The Series 2014 Bond issue is

subject to the provisions of a Trust Indenture dated as of September 1, 2OO7 ' as

,uppl"r"nt"A by a First Supplemental Indenture dated June 1, 20"11, and as

,uppl"r"nted by second Supplemental Indenture dated November 1, 2014 between the

Autirority and the Fidelity Deposit Discount Bank as successor trustee, and are secured

under the lndenture by the assignment and pledge to the Trustee of Receipts and

Revenues from the Sewer SYstem.

ln accordance with CASB Statement No. 23, 'Accounting and Reporting for

Refundiing of Debt by Proprietary Adivities", the excess of the reacquisition price over

the net carrying amount oi d"bt iefunded with proceeds from the Series 2014 Bonds has

been recorjed as a deferred loss on extinguishment of debt. The resulting $360,739 is

;;i;g amortized using a method that approximates the effective interest method over the

origi"""f fv scheduled ilfe of the defeased issue which extends to 2036. The unamortized

balance of g353,975 is reflected as a deferred outflow of resources in the statement of net

position.

Income Taxes: As a municipal authority the Authority is not subject to income.

Bond lnsurance costs are being amortized over the terms of the respective bgnds

using the straight-line method. Bond fremiums are being amortized over the terms of the

[rfE.tiu. bonis using a method that approximates the effective interest method'
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THE SEWER AUTHORITY OF THE CIry OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (Continued)

Net Position: Net position represents the difference between assets and deferred

outflow of resources and deferred inflows of resources, and Iiabilities. Net position

invested in capital assets, net of related debt, consists of capital assets, net of accumulated

depreciation, reduced by outstanding balances of any borrowings used for the

acquisition, construction or improvement of those assets. Net position invested in capital

assets, net of related debt excludes unspent debt proceeds. Net position is reported as

restricted when there are limitations imposed on their use either through the enabling

legislation adopted by the Authority or through external restrictions imposed by creditors,

grantors or laws or regulations of other governments.

CASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources,

Deferred lnflows of Resources, and Net Position and CASB Statement No. 65, ltems
previously Reported as Assets and Liabilities have been adopted by the Authority. These

statemenis incorporate deferred outflows of resources and deferred inflows of resources,

as defined by GASB Concepts Statement No. 4, into the definitions of the required

components of the residual measure of net position, formerly net assets. The Statement of

Net position now reports the following components: assets, deferred outflows of

resources, liabilities, deferred inflows of resources, and net position, when applicable.

Note 2 - Restricted fusets

fusessment Fund: To provide a poftion of the cost of sewer line extensions, the

Authority issued Sewer Assessment Bonds in the amount of $2,600,000. Assessments

were bilied to property owners with an option of current or deferred payment. All bonds

outstanding were redeemed as a result of a transfer of funds from the existing construction

fund. RdJtional Sewer extensions, including some deferred under the original

construction plan, are being assessed to property owners under the terms of the lndenture

and the Authority's assessment resolution.

As of March 31, 2015, the majority of the sewer assessment accounts receivable

are delinquent. To insure collection, municipal liens have been filed against those

properties with delinquent sewer assessments.

Sewer Revenue Bonds: The aforementioned Trust lndenture, among other things,

provides for the creation of the following funds which are restricted by terms of the

indenture:

(A) Clearing Fund: The Trust Indenture requires the Trustee to establish a

Clearing Fund into which any monies held by the Authority in the

Operating Account at the end of any fiscal year, commencing with the

fiscal year ending March 31,2008, not required to pay accrued expenses

for such fiscal year and not required to be retained as a reserve in such

amount as the Authority may deem prudent, but not in excess of the

estimated amount of the Operating Expenses and Administrative Expenses

contained in the Annual Engineer's Repoft for the following fiscal year,

shall be transferred.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 2 - Restricted fusets (Continued)

(B) Debt Service Fund: Terms of the Indenture require the Trustee to transfer

from the Clearing Fund interest falling due on June 1 and December 1,

respectively, plui on December 1 and April 1, the aggregate principal

amount of ihe Bonds maturing or subject to mandatory redemption on such

December 1.

(C) Debt Service Reserye Fund: The lndenture established Debt Service

Reserue Fund of $4,333,811 to be used to make up any deficiency in the

Debt Service Funds. At March 31,20"15, Debt Service Reserve Funds held

by the Trustee, amounted to $4,545,399, which include accumulated

earnings and additions made to the reserue accounts by the Authority.

(D) Bond Redemption and lmprovement Fund: The surplus from time to time

in the Clearing Fund, after payments and deposits mentioned above are

satisfied, is to be deposited in the Bond Redemption and lmprovement

Fund and applied to make good any deficiencies in the Debt Service Fund,

Bond Sinking Fund or the Debt Service Reserue Fund. lf there is no

deficiency in-any of such Funds, monies may be applied as follows and as

more fully provided in the Indenture:

(1) to make caPital additions

iZj to make up any deficiency in the Construction Fund

ill to purchase or redeem Bonds issued under the Indenture

(4) for any other lawful purpose of the Authority

(E) Construction Fund: The Construction Fund shall consist of funds

deposited therein pursuant to provisions of the Indenture for purposes of

paying Costs, Costs of Acquisition or Costs of Construction relating to the

Seweisystem, including Capital additions and acquisition or construction

of propefi in the nature of Capital Additions'

(F) Settlement Fund: The Settlement Fund was established for the issuance of

the 2015 Sewer Revenue Bonds to pay costs associated with the issuance of

the Bonds.

Note 3 - DePosits and Investments

Custodial Credit Risk - Deposis: At March 3'1, 2015, the bank balance of the

Authority's cash deposits with financial institutions was $11,676,688, compared to a

carrying amount of $11 ,685,411. The total bank balance that was secured by Federal

Depository Insurance was $554,125; and $'1"1,022,563 of the remaining bank balance

*u, .ouuiud by securities pledged by the financial institution for such funds, but not in

the Authority's name, The Authority does not have a deposit policy for custodial credit

risk.
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THESEWERAUTHORITYoFTHECITYoFSCRANTON
NOTES TO FINANCIAL STATEMENTS

Note 3 - Deposits and lnvestments (Continued)

Credit Risk: Credit risk is the risk that an issuer of an investment will not fulfill its

obligation to the holder of the investment. rn accordance with the Trust lndenture, any

resticted assets held by the Trustee can be invested as detailed in the Indenture.

Unrestricted funds are invested at management's discretion.

Investments: The Authority's investments are carried at fair market value and

consisted of the following at March 31, 2015:

Average Weighted

Credit Avenge

Carrying QualitY Months To

Value Rating Maturity

Mutual MoneY Market Funds:

Federated Treasury Obligations Fund (CAP)

Certificate of DePosit

Total

US Government Obligations:

Federal Home Loan Bank (FHLB) SIAAES! VA424e A-1 +/P-1 1'72

Amortized
Cost

$25,1 12,876 $25,1 12,87 6 AAAm/AAAmf

148,451 148,451 N/A

s2525L322 sDlsl'322

0.23
0.68

(1) Ratings are provided where applicable to indicate associated Credit Risk. N/A indicates not applicable'

(2) Interest Rate Risk is estimated weighted averaSe months to maturity.

(3) Concentration of credit risk by amount and by issuer investments in any one issuer that represent 5o/o or

more of total investmenb seperately disclosed'

lnterest Rate Risk: lnterest rate risk is the risk that changes in market interest rates

will adversely affect the fair value of an investment. The longer the maturity an

investment has the greater its fair value has sensitivity to changes in market interest rates'

ihe Authority does not have a formal investment policy that limits investment maturities

as a means of managing its exposure to fair value losses arising from increasing interest

rates.

Concentration of Credit Risk: The Authority's investments are managed under a

trust indenture agreement with an area financial institution. lnvestment choices are

limited under thii agreement to specified investments with stipulated credit ratings as

p"rrinuA by legisla'tion under t'he Pennsylvania Municipal Authorities Act' This

agreement does iot place a limit on the amount the Authority may invest in any one

islsuer. As of March 31, 2015, the Authority's investment in Federated Treasury

oblig"tions Fund (CAp) was ratei AAAm by Standard & Poor's and represented 96olo of

the Authority's investments. Certificates of deposit represent 1olo of the Authority's

inu"rt,-,.,"nt , and are invested at various financial institutions in amounts which are fully

secured by Federal Depository Insurance (FDIC). The Authority's remaining 3% of

investments were invested in Fixed Income U.S. Government obligations of the Federal

Home Loan Bank which was rated A-1 + by standard & Poor's.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note4-Capital fusets

A summary of changes in the capita| assets is as fol|ows:

Balance

313112014 Additions

$ 130,029 $ o

22,601 ,110 7,567,584

Deletions

Balance

313112015

Land (notdePreciated)

Construction in Progress (Not DePreciated)

Sewage Treatrnent Plant

and Related Facilities

lmprovement
Openting EquiPment

Total Historical Costs

LESS: Accumulated DePreciation:

SewageTreatment Plant

and Related Facilities

lmprovement

Operating EquiPment

Total Accumulated

Depreciation

Capihlfuseb, Net

10,986,255 365,989

121,851,845
253,572

0
0

(6,449,842\

$ (6,449,842):

$ 130,029
30,168,694

121,9O7,016
258,099

4,9O2,403

$157,366,241

0

0

55,171
4,527

Depreciation expense for dre year ended March 31 ,2015 amounted to $2,934,Q41 '

At March 31, 2015, the Authority has entered into contracts for construction, as

follows:

Expended
To Date Commitment

Biological Nutrient Removal

(B NR) Project - Various Contractors

Other Non-BNR Projects -

Various Contractors

$ 23,604,038 $23,280,542 $ 323,496

$ 1,028,385 $ 685,952 $ 342,433

$77,404,169 $2,332,474 $ o 579,736"643

219,1 10 10,048 o 229,158

g,5g7,g44 591,519 (6,449,842) 2,739,621

$ 86,221,223 $ 2,934,041 $ (6,449,842') s 82,705,422

$ 69,601,s89 $ s,0s9,230 $-----e !-l!'9998-.-

Project

Authorization
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THESEWERAUTHORITYoFTHEC|TYoFSCRANTON
NOTES TO FINANCIAL STATEMENTS

Note5-Long-TermDebt

The changes in long-term obligations payable during the year ended March 31,

2015 are as follows:

Principal

Balance hmortization)/ Balance Due Within

3t3112014 Additions Accretion Repaymenb 313112015 one Year

Fidelity

Sewer Revenue

Bonds Payable

Seriesof2OO7 $16,605,000 $ 0 $ 0 $ 9'290'000 $ 7'315'000 $ s'oOO

Fidetity

Sewer Revenue

Bonds Payable

Series of 201 1A 1 9,460,000 0 0 790'000 1 8'670'000 375'000

Fidelity

Sewer Revenue

Bonds Payable

Series of 201 18 7,055,000 0 0 455'000 6'600'000 470'000

Fidetity

Sewer Revenue

Bonds Payable

Series of 2014 O g,7g1,045 2'551 O 9'793'596 0

Pennvest

Promissory

Note #71192 2A71,850 0 0 247 ',674 2',224',176 255',321

Pennvest

Promissory

Note #71162 2,626,665 0 0 222'608 2'404'057 228'862

Pennvest

Promissory

Note #71281 1,442,579 0 0 115'770 1'326'809 119'023

Pennvest

Promissory

Note #27682 2A76,033 0 0 155 '187 2'320'846 1 59'991

Pennvest

Promissory

Note #79906 3,213,672 0 0 191'664 3'022'008 194'941

Pennvest

Promissory

Note #71375 '1,885,4'15 6,460,304 89'563 8'256'057 541 
'123

TorAL 5s7,236,215 $16,251,34s g---?81 {:if,sry66- !6182f49' !2;49/{|-
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 5 - Long-Term Debt (Continued)

The aggregate maturities of long-term debt are as follows:

Year End March 31 Princioal Interest Total

TL WW2016
2017
2018
2019
2020

2021-2025
202G2030
2031-2035
2036-2037

2,407,O93
2,47O,769
2,545,311
2,619,939

11,744,786
13,656,794
14,805,000

2,318,729
2,253,128
2,180,060
2,109,7O2

4,725,822
4,723,897
4,725,371
4,729,641

9,307,283 21,052,069
6,586,009 20,242,803
3,335,494 '18,140,494

9,540,000 323,325 9,863'325

s 62.138.953 $ 30,806,705 $ 92,945,658

-

Original lssue Discount, Net QO6,4O4)

Totaf 9 61WE4e.

Note 6 - Revenue Bonds Payable 2007 Series

On September 1,2OO7, the Authority issued $16,810,000 of Sewer Revenue

Bonds. The proceeds from this issue were primarily used to fund capital improvement

projects.

Optional Redemption: The 2007 Series Bonds maturing on or after December 1,

20.16 are subject to redemption prior to maturity, at the option of the Authority beginning

December 1, 2015, out 
'of 

monies deposited with or held by the Trustee for such

purposes as a whole or in part at any time, and, in any order of maturities selected by the

Authority, 100Yo of the par amount, plus accrued interest'

Mandatory Redemption: The 2007 Series Bonds stated to mature on December 1,

2024, Decembei 1,2O3i and December 1, 2O36 are subject to mandatory redemption

prior to maturity on December 1 of each of the years set forth below, in each case at a

redemption price equal to 100% the principal amount thereof to be redeemed plus

accrued interest to the redemption date, from funds to be deposited in the Sinking Fund,

on or before December 1 of each of the years set for the below, in amounts sufficient to

redeem by lot on each December 1 the following amounts of the Bonds:

Term Bonds Slated to Term Bonds Slated to Term Bonds Slated to

Mature on O".".Gi-t, Mature on December 1, Mature on December 1,

2024 2032 2036

Year Amount Year 4q1qg4- Year Amount

-zim-ffi- -ffi--5lz0tood- -ffiT-Try1qpgq
2O1gs,0002029"1,265,00020341,935,000
2O2OS,00020301,395,00020352,030,000
2021s,00020311,680,09920362,135,000*
2022 S,OOO 2032 1,750,000 *

2023 5,000
2024 5,000 t

* At maturitY
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 6 - Revenue Bonds Payable 2007 Series (Continued)

Refunding of Debt On November 18, 2014, the Authority issued $10,000,000 of

Series 2014 Sewer Revenue Bonds, the proceeds of which were used to partially defease

through an advanced refunding $9,285,000 of the outstanding Series 2007 Sewer Revenue

Bondi. The net proceeds, after deducting the costs associated with this issuance,

amounting to 99,7i6,953 has been placed into escrow to provide funding for all interest

and principal payments on the defeased Series 2007 Sewer Revenue Bonds through the

December 1,2015 scheduled repayment date.

As more fully described in Note 13, the Authority's remaining $7,315,000 Series

2002 Sewer Revenue Bonds were subsequently defeased on April 22,2015, through the

issuance of the Authority's series 2015 sewer Revenue Bonds.

Series Aof 2O11

On June 10,2011, the Authority issued $21,340,000 of Series A of 2011 Sewer

Revenue Bonds. The proceeds from this issue will primarily be used to fund various capital

i mprovement proj ects.,

Optional Redemption: The Series A of 2011 Bonds maturing on or after

December '1, 2022 are subject to redemption prior to maturity, at the option of the

Authority in any order of maturity either as a whole, or in paft, at any time on or after

December l, Z6Zl, and if in part, by lot within a maturity, at a redemption price equal to
.100% of the principal amount, together with accrued interest to the date fixed for

redemption.

Mandatory Redemption: The Series A of 2011 Bonds stated to mature on

December 1, 20,31 and on December 1, 2035 are subject to mandatory redemption, in

paft, prior to maturity, by lot within a maturity, at a red,emption price equal to 100% of

in" piin.ipal amount, together with accrued interest, to the dates fixed for redemption, on

December 1 of the years and in the following amounts:

Year AmountYear Amount
2027 $ 1,250,000 $ 1,265,000

1,315,000
1,2o5,ooo
1,515,000 +

2028
2029
2030
2031

* At maturity

910,000
1,095,000
1,075,OOO

1,390,000 *

2032
2033
2034
2035
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Note6-RevenueBondsPayable200Tseries(Continued)

Series B of 2011

on June 10, 201 1, the Authority issued $8,1 35,000 of series B of 201 1 Federally

Taxable sewer Revenue Bonds. The proceeds from this issue were used to currently

refund the Authority's outstanding $A,dOO,OOO loan from First National Community Bank

dated April 24, 2007.

optional Redemption: The 201 1 B Series Bonds maturing on or after December 1'

2025 are subject to redemption prior to maturity, at the option 9f the Authority in any

order of maturity either as a whole, or in part, at any time on or after December 1 ' 202"' 
'

at a redemption price equal to 1009o oi tnl principal amount, together with accrued

interest to the date fixed for redemption'

Mandatory Redemption: The Series B of 2011 Bonds stated to mature on

December 1, 2025 are subject to mandatory redemption, in part' prior to maturity' by lot

within a maturity, at a redemption price equal to t dO% of the principal amount, together

with accrued interesf to ihe dates iixed foi redemption, on December 1 of the years and

in the following amounts:

Term Bonds Due December 1,2025:

Year Amount
2022
2023
2024
2025*

$650,000
690,000
735,000
785,000

*At maturitY

Series of 2014

on November 18, 2014, the Authority issued $10,000,000-?l s-"t1912014 Sewer

Revenue Bonds. The Bond issuance, 
""i 

ti"tiginal issue discount of $208,955 was used to

advance refund $gE;poo oi tnu Authority's o-utstanding series 2007 Revenue Bonds.

As a result of the advanced refunding, the Authority decreased its tota| future debt

seruice requirements by $1,502,965, *hi"cn Lsuhed i; a future economic gain of

51,494,041.

The proceeds of the Bonds were as follows:

Bond lssue $10,000,000
Original lssue Discount , .(?99,??5)

s-9J9J-945
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 6 - Revenue Bonds Payable 2007 Series (Continued)

At March 31, 2015, the outstanding bonds are recorded net of the unamoftized

portion of the original issue discount of $206,404.

Bond Closing Cost incurred for the issuance of the Series of 2014 Sewer Revenue

Bonds amounted to $25o,429 as follows:

Underwriter's Discount
Legal Fees

Financial Advisory Fees

Rating Fees

Paying Agent Fees

Printing Costs
Bond Insurance Costs

$65,o0o
80,500
33,000
17,000

1,418
5,000

48,511

Original Redemption: The Series of 2O'14 Bonds are subject to redemption prior to

maturity utin" option of the Authority in any order of maturity either a whole, or in paft, at

;"tii;" ;n or after June 1 2020, and, if in part, by-lot within a maturity, at a redemption

prile equal to 100% of the principal amouni thereof, together with accrued interest to the

date fixed for redemPtion.

Mandatory Redemption: The Series of 2O14 Bonds stated to mature on December 1,

2029, Decembei 1, 203;,2, December 1, 2034, and December 1, 2036 are subject to

r"niutow redemption, in part, prior to maturity, by lot within a maturity, at a redemption

pri." 
"qr"l 

to torjv" of the principal amount thereof, together with accrued interest thereon,

[o the dates fixed for redemption, on December 1 of the years and in the amounts set forth

below:

Term Bonds Due December 1, 2029 Term Bonds Due December 1, 2032

Year

2025
2026
2027
2028
2029

2033

2034

* MaturitY

Amount
$ 1,935,000

2,005,000 *

2030
2031

2032

Year

2035
2036

Amount

$ 100,000
105,000

1,450,000

2,o80,ooo
2,160,000

Amount Year

20,000
20,000
20,000
2O,000
85,000 *

Term Bo
AmountYear
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THE SEWER AUTHORITY OF THE CITY OF SCMNTON
NOTES TO FINANCIAL STATEMENTS

Note 7 - Conduit Debt Obligation

On December 22,2OO4, the Authority issued a Cuaranteed Lease Revenue Note

in the amount of g4,006,000 io finance the cost of a project on behalf of the City of

Scranton. The note is due December 15, 2015 and has an interest rate of 5.99olo. In

.onnu.tion with the issuance, the Authority and the City entered into a sale agreement

and a lease agreement. Through these agreements, the City sold property to the Authority,

which in tum leased the property back to the City, with payments due in amounts

sufficient to pay the debt service on the note.

Under the terms of the note and the agreements, the Authority is a conduit issuer.

The Authority has no obligation beyond the resources provided by -the sublease

"ii"r".t. 
fhe sublease agreement constitutes a general obligation of the City of

SEr.nton and the full faith anl credit and taxing power of the City of Scranton is pledged

io tn" payment of all amounts due under the sublease. The sublease agreement expires on

December 15, 2016. The notes are not general obligations of the Authority and the

Authority has no taxing power. The amount outstanding on the.Notes as of March 31,

2015 is bt,t15,000. Due to the nature of the transaction, the Authority is not required to

L.orA tire obfigation for the Notes or the related lease receivable in its financial

statements.

Note 8 - Capital lmprovement Program

During the year ended March 31, 2000 a capital improvement program was

adopted in the amount of $25,000,000. The program consists of two phases. Phase I was

|udgeted at g10,261,000 and was primarily for improvernents at the treatment plant.

runjing for the program is from the Pennsylvania lnfrastructure lnvestment Authority

(pENNVEST). The firsi application filed was for $5,045,1 57 (94,879,765 as modified) and

the loan closed in March' zoo2. The balance outstanding at March 31, 201 5 amounted to

qZ,ZZ+,t76.The loan is secured by the gross revenues of the Authority and the guarantee

otin. tity of Scranton. lnterest only was payable on advances until July 1,2003, when

monthly principal and interest payments are due up to and including January 2023'

lnterest is 1.522% for the first 5 months and 3.045% thereafter. Legal fees relating to

obtaining the financing amounted to $44,338. Construction was completed for this phase

in July 2003, and thJ final disbursement on this loan was received June 2004 in the

amount of $86,866.

The second pENNVEST application was tor $4,947,000 and the loan closed in

october zoo2.The balance outstanding at March 31,2015 amounted to $2,e04,057.rhe

security is the same as above. Interesi only was payable on advances until August 1,

2oo4, when monthly principal and interest payments were due up to and including July

"1, 20;24. f nterest is at i 387;h for the first 81 months and 2.774o1o thereafter. Construction

*"r.orpfeted for this phase at March 31,2oo7, and the final disbursement of $12,150

was received MaY 2007.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 8 - Capital lmprovement Program (Continued)

The third PENNVEST loan closed in December 2003, in the amount of

52,g06,264. The balance outstanding at March 31,2015 amounted to $1,326,809. The

security is the same as above. lnterest only was payable on advances until February 1,

ZOOS, when monthly principal and interest payments were due up to and including

January l, 2025. lnterest is at 1 .387o6 for the first 73 months and 2.774% thereafter.

Construction was completed for this phase at March 3'l , 2OO7 , and the final disbursement

of $125,221 was received MaY 2007'

f n December 2O04, the Authority closed on a fourth loan in the amount of

g3,G90,1 27.The balance outstanding at March 31,2015 was $2,320,846. The security is

the same as above. Monthly principal and interest payments began June 2007 and are

Jr" up to and including May 2027. lnterest is at 1 .g42oh for the first 60 months and

3.o52ilo thereafter. Construction was completed for this phase in April 2oo7 , and the final

disbursement of $151,815 was received November 2OO7 '

ln November 2007, the Authority closed on a fifth loan in the amount of

g4,329,181. The balance outstanding at March 3"1, 2015 was $3,022,008. The security is

ih" ,ut" as above. Monthly principil and interest payments began May 1 , 2OO9 and are

up to .na including April znzO. lnierest is at 1 .2"14o1" for the first 60 months and 2.428o1o

thereafter. Constru&ion was completed for this phase in March 201"1 . At March 31 , 2015,

the final disbursement of g1 30,764 has not been received and is awaiting final settlement.

In March 2012, the Authority closed on a PENNVEST loan in the amount of

$1"1,2s6,361. The proceeds to be utilized primarily for Wastewater Treatment Plant

irprou"r"nts. The loan is secured by the gross revenues of the Sewer Authority of the

Ciiy of Scranton. Interest only is payable on advances for 36 months at a rate of 1%'

lnterest is 1.51% thereafter, when' monthly principal and interest payments are due for

another 204 months. The outstanding loan balance at March 3'1,2015 was $8,256,057.

ihe Authority has submitted requests for loan advances under this loan commitment

totaling gg,345,72} to reimburse for Waste Water Treatment Plant improvements it had

incurrJd through March 31, 2014. At March 31, 2015, an additional loan advance

request for the submission of the Authority's reimbursement of $1,870,143 in Waste

Water Treatment Plant improvements incurred during the current fiscal year is

outstanding. The remaining balance of this PENNVEST Loan Commitment is awaiting

final settlement as of March 31, 2015.

The pENNVEST loans are federally and state funded and therefore subject to

various compl iance requi rements.

ln November 2010, the Authority renewed a $4,000,000 line of credit to provide

interirn financing for the program. Interest was payable monthly at a variable rate equal to

7O"1, of the prinre rate (Z.zli% at March 31, 2.015). Security for the line of credit was all

receipts und u..ounts receivable. The line of credit matures in November 2015. 
'The

baf ance of the line of credit at March 31, 2015 amounted to $0. There was no activity for

the year ended March 31, 2015.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

NOTES TO FINANCIAL STATEMENTS

Note 8 - Capital lmprovement Program (Continued)

The Authority renewed a $2,000,000 line of credit to be used for general working

capital. Interest is payable monthly at a variable rate equal to National Prime, but never

fess than a floor of 4olo. (4'lo at March 31,2015). Security for the line of credit is all

receipts and accounts receivable accounts, instruments and contract rights. The line of

credii will expire July 2015, and is renewable annually at the option of the Bank. There

was no activity for the year ended March 31,20'15 and the balance at March 31, 2015

was $0.

Note 9 - Defined Contribution Plans

The Authority contributes to the Central Pennsylvania Teamsters Pension Fund, a

defined contribution pension plan covering substantially all of its full time union

employees. Employees become eligible after they have been on the payroll for thirteen

weeks. Contributions made by the Authority were $441 per month for the year ended

March 31, 2015 for each covered employee; contributions vest according to the Plan's

schedule. Pension expense for the year ended March 31,2015 amounted to $388,685.

Effective January 1,2006 the Authority adopted a money purchase pension plan

for employees who meet age and service requirements and are not members of the

Union. Employer contributions are 4olo of eligible compensation and employees must

contribute 2%. Employees are also permitted to make additional contributions up to the

maximum allowed by law. For the year ended March 31, 2015, employer contributions

totaled $20,760 and employee contributions totaled $15,584.

Note 10 - Operating Lease

The Authority leases its office space under an operating lease dated April 201 2 at a

monthly rental of $5,125. The lease term is for a five-year term through April 2017. The

lease piovides for the option of renewing the lease for (5) additional five years terms, with

no increase. The Authority is responsible to pay all utility and normal maintenance costs,

associated with the office lease. Minimum rental commitments at March 31,2O",5 are as

follows:

Fiscal Year
2016
2017

Amount
$ 61,500

61,500

$ 123,000

Rental expense for the year ended March 31,2015 amounted to $61,500.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON
NOTES TO FINANCIAL STATEMENTS

Note 11 - Contingent Liabilities

The Authority participates in both Federal and State assisted grant programs. These

programs are subject to program compliance audits by the grantors or their
representatives. The Authority is potentially liable for any expenditures which may be

disallowed pursuant to the terms of these grant programs. Management is not aware of
any material items of noncompliance, which would result in the disallowance of program

expenditures.

The Authority is involved in various claims and legal actions arising in the ordinary
course of business. ln the opinion of the Authority, the ultimate disposition of any matters

outstanding at March 31, 2015 will not have a material effect on the Authority's financial
position.

Note 12 - Consent Decree

On January 31, 2013, the Authority entered into a consent decree with the United
States of America, acting on behalf of the U.S. Environmental Protection Agency, and the

Pennsylvania Department of Environmental Protection that will require the Authority to
take steps to achieve compliance with the Clean Water Act and the Clean Streams Law by

December 2037. The Authority adopted a Long Term Control Plan to address compliance
with the consent decree by December 2037. The cost to accomplish the Long Term

Control Plan is estimated to be approximately $140 million.

Note 13 - Subsequent Events

The Authority has evaluated subsequent events through September 22, 2015, the
date, which the financial statements were available to be issued.

Sewer Revenue Bonds, Series 2015

On April 22, 2015, the Authority issued $7,985,000 of Series 2015 Sewer

Revenue Bonds with a final maturity of December 1,2032, with interest costs varying
from 2.6250,1o to 3.4"1o. The proceeds from this issuance provided funds for the advanced

refunding of the Authority's remaining $7,315,000 Sewer Revenue Bonds, Series 2007i
which debt was defeased at such date. Net Bond proceeds after deducting the costs

associated with issuance and adding $86+,2++ in available Series 2OO7 Debt Service

Reserve Funds and the 2015 Settlement Funds amounted to $7,652,851 . The funds were
placed into escrow to provide funding for all interest and principal payments on the
defeased Series 2007 Sewer Revenue Bonds through the December 1, 2015 scheduled

repayment date, and to fund $798,500 placed into the Series 2014, Debt Service Reserve

Fund. As a result of the advanced refunding, the Authority has decreased its total future

debt service requirements by $849,262i which has resulted in a future economic gain

approximating $845,000.
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THE SEWER AUTHORITY OF THE CITY OF SCMNTON
NOTES TO FINANCIAL STATEMENTS

Note 13 - Subsequent Events (Continued)

Optional Redemption: The 2015 Bonds stated to mature on or after December 1,

2025 are subject to redemption prior to maturity at the option of the Authority in any

order of matuiity either as a whole, or in part, at any time on or after June 1 , 2020, and, if

in part, by lot within a maturity, at a redemption price equal io t00% of the principal

"rouni 
thereof, together with accrued interest to the date fixed for redemption.

Mandatory Redemption: The 2015 Bonds stated to mature on December 31 , 2025

are subject to mandatory redemption, in part, prior to maturity, by lot within a maturity, at

a redemption price equal to 100o/o of the principal amount hereof, together with accrued

interest ih"ruon, to the dates fixed for redemption, on December 1 of the years and in the

amounts set forth below:

Term Bonds Maturing
December 31,2025

Year Amount
2022
2023
2024
2025*

$ 35,000
95,000
95,000

355,000

* Maturity
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

SUPPLEMENTAL SCHEDULE I- RESTRICTED ASSETS

MARCH 31,2015

'Cash 
and Cash Accrued

Equivalents lnvestments lnterest Total

0 $ 21,749,361 $ 0 $ 21,749,361
Clearing
Debt Service
Debt Service Reserve

Settlement Fund

0
404,125

1,233
4,140,68'l

0
s93

1,233
4,545,399

o 115,000 9 ,==11?,999
@ @- -$-191- -$-26A10'ee3-

"See accompanying independent auditors' report"
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON

SUPPLEMENTAL SCHEDULE II- OPERATING EXPENSES

FOR THE YEAR ENDED MARCH 31,2015

SEWER PLANT AND SEWER SYSTEM

Salaries

Payroll Taxes

Employee Benefits

Utilities
Chemicals
Supplies
Repairs, Maintenance and Rentals

Vehicle Operating ExPense

Landfill Disposal

TOTAL SEWER PLANT AND
SEWER SYSTEM EXPENSES

ADMINISTRATIVE AND CENERAL

Salaries

PayrollTaxes
Employee Benefits

Utilities
Office Supplies and ExPenses

Rent
Repai rs and Maintenance.

Postage and Billing ExPenses

Legal Fees

Engineering Fees

Accounting Fees

Other Professional Fees

Collection ExPense

lnsurance
Bad Debt Expense

TOTAL ADMI NISTRATIVE AN D

GENERAL EXPENSES

$ 3,529,601
272,1"14

1,695,065
7O9,154
954,008
313,756
476,184
354,564
718,893

5 '1,Q24,701

78,999
4OO,O24

49,235
204,645
61,500

5,330
198,139
161,027
86,591
15,500

320,261
61,571

302,5"19

205,000

_$_e,023,a39_

$ 3,175,042

"See accompanying independent auditors' report"
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THE SEWER AUTHORITY OF THE CITY OF SCMNTON
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED MARCH 31,2015

Note A - Basis of Presentation

The accompanying schedule of expenditures of federal awards includes all

significant federally funded grant programs of The Sewer Authority of the City of Scranton

"nd 
h"r been prepared on the modified accrual basis of accounting.

Note B - Accrued and Deferred Reimbursement

Various reimbursement procedures are used for federal awards received by The

Sewer Authority of the City of Scranton. Timing differences may occur between

expenditurer 
"nd 

reimbursements during the year. Accrued revenues at year-end

represent an excess of expenditures over cash reimbursements received. Deferred

revenues at year-end represent an excess of cash received over eligible prograrn

expenditures. Generally, accrued and deferred amounts caused by timing differences will

be reversed in the subsequent year.
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JOSEPH E. ROSSI, C.PA.

SFAN J. GRASSI, C.P.A
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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

G OVERN M ENT AU DIT'NG STANDARDS

September 22,2015

Board of Directors
The Sewer Authority of the City of Scranton

Scranton, 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

Covernme nt Auditing standards issued by the comptroller General of the United States,

the financial statements of The Sewer Authority of the city of scranton, a component unit

of tn" City of Scranton, as of and for the year ended March 31, 2015, and the related

notes to the financial statements which collectively comprise the Authority's basic

statements, and have issued our report thereon dated September 22,2015'

lnternal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered

The sewer Authority ol the ciry;f scranton's internal control over financial reporting

(int"t*f 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 sewer Authority

of the City of Scranton's internal control. AccordinglY, w€ do not express an opinion on,

the effectiveness of The Sewer Authority of the City of Scranton'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 deiectand correct misstatements on a timely basis' A

material weakness is a deficiency, or combination of deficiencies, in internal control such

that there is a reasonable posibitity that a material misstatement of the Authority's

financial statements will not Le prevented, or detected and corrected on a timely basis' A

sijnificant deficieicy is a deficiency, or a combination of deficiencies, in internal control

that is less severe than a material weakness, yet impoftant enough to merit attention by

those charged with governance.

MEMBER OF AMERICAN & PENNSYLVANIA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS
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Our consideration of the internal control was for the limited purpose described in

the preceding paragraph of this section and was not designed to identify all deficiencies

in internal conirol inut rigl.tt be material weaknesses or, significant deficiencies. , civen

theie limitations, during oIr audit we did not identify any deficiencies in internal control

that we consider to be"material weaknesses. However, material weaknesses may exist

that have not been identified.

Compliance and Other Mafters

As part of obtaining reasonable assurance about whether The Sewer Authority of

the City of Scranton's financial statements are free of material misstatement, we

p"*"*La tests of its compliance with ceftain 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

.orpii"n.e with those provisions was not an objective of our audit and, accordingly, we

do not express such an opinion. The results of our tests disclosed no instances of

noncompliance or other matters that are required to be reported under Government

Auditing Standards.

Purpose of this RePort

This report is intended solely to describe the scope of our testing of internal

control over compliance and the results of that testing, and not to provide an opinion on

the effectiveness of the Authority's internal control or on compliance. . This report is an

i"Ggrf part of an audit performed in accordance with Covernment Auditing Standards in

considering the Authority's internal control and compliance' Accordingly, this

communication is not suitable for any other purpose'

rt,u,r L-*; " (-.
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TNDEPENDENT AUDTTORS' REPORT ON COMPLIANCE WITH REQUIREMENTS THAT

COULD HAVE A DTRECT AND MATERIAT EFFECT ON EACH MAIOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB

CIRCULAR A - 133

September 22,2015

Board of Directors
The Sewer Authority of the City of Scranton

Scranton, Pennsylvania

Reporton C-ompliancefor Each Maior Federal Program

We have audited The Sewer Authority of the City of Scranton's compliance with
the types of compliance requirements described in the OMB Circular A-133 Compliance

Supplement that could have a direct and material effect on each of The Sewer Authority

of the City of Scranton's major federal programs for the year ended March 31, 2015. The

Sewer Authority of the City of Scranton, Scranton, Pennsylvania's major federal programs

are identified in the summary of auditors' results section of the accompanying schedule of
findings and questioned costs.

M anagemen f 's Respon si b i I i ty

Management is responsible for compliance with the requirements of laws,

regulations, contracts, and grants applicable to its federal programs.

Au di tor's Res ponsibi I i ty

Our responsibility is to express an opinion on compliance for each of The Sewer

Authority of the City of Scranton, Scranton, Pennsylvania's major federal programs based

on our audit of the types of compliance requirements referred to above. We conducted

our audit of compliance in accordance with auditing standards generally accepted in the

United States of America; the standards applicable to financial audits contained in
Covernment Auditing Standards, issued by the Comptroller General of the United States;

and OMB Circular A-133, Audits of States, Local Covernments, and Non-Profit

Organizations. Those standards and OMB Circular A-133 require that we plan and

perform the audit to obtain reasonable assurance about whether noncompliance with the

types of compliance requirements referred to above that could have a direct and material

effect on a major federal program occurred. An audit includes examining, on a test basis,

evidence about The Sewer Authority of the City of Scranton, Scranton, Pennsylvania's

compliance with those requirements and performing such other procedures, as we

considered necessary in the circumstances.

MEMBER OF AMERICAN & PENNSYLVANIA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS

37



We believe that our audit provides a reasonable basis for our opinion on

compliance for each major federal program. However, our audit does not provide a legal

determination of The Sewer Authority of the City of Scranton, Scranton, Pennsylvania's
compliance.

Opinion on Each Major Federal Prograrn

ln our opinion, The Sewer Authority of the City of Scranton, Scranton,

Pennsylvania complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended March 31,2015.

Report on Internal Control Over Compliance

Management of The Sewer Authority of the City of Scranton, Scranton,

Pennsylvania is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. ln
planning and performing our audit of compliance, we considered The Sewer Authority of
the City of Scranton, Scranton, Pennsylvania's internal control over compliance with the
types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances

for the purpose of expressing an opinion on compliance for each major federal program

and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of The Sewer Authority of the City of Scranton, Scranton, Pennsylvania's

internal control over compliance.

A deficiency in internal control over compliance exists when the design or
operation of a control over compliance does not allow management or employees, in the
normal course of .performing their assigned functions, to prevent, or detect and correct,

noncompliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency in internal control over compliance is a deficienry,
or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness

in intemal control over compliance, yet important enough to merit attention by those

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

The purpose of this report on internal control over compliance is solely to describe
the scope of our testing of internal control over compliance and the results of that testing
based on the requirements of OMB Circular A-133. Accordingly, this repoft is not suitable
for any other purpose.

ft.u*L*'-- C.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON
SCHEDULE OF FINDINCS AND QUESTIONED COSTS

FOR THE YEAR ENDED MARCH 31, 2015

Section l- Summary of Auditors' Result

Financial Statements

Type of auditors' report issued:
lnternal control over financial reporting:

Material weakness(es) identified?
Si gnifi cant deficiency(ies) identified?

Noncompliance material to financial
statements noted?

Federal Awards

lnternal control over major programs:
Material weakness(es) identified?
Significant deficiency(ies) identified?

Type of auditors' report issued on
compliance for major programs:

Any audit findings disclosed that are

required to be repofted in accordance
with Section 510(a) of Circular A-133?

ldentification of major programs:
CFDA Number

yes X no
yes X none repofted

yes X no

yes X no
yes X none reported

Unmodified

Unmodified

yes X no

Name of Federal Pfee11 er Clu{gl

66.458 Capitalization Grants for Clean Water
State Revolving Funds

Dollar threshold used to distinguish between Type A and Type B Programs: $300,000
Auditee qualified as low risk auditee? X yes 

- 

no

Section ll - Financial Statement Findings

No matters were reported.

Section lll - Federal Award Findings and Questioned Costs

No matters were repofted.
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THE SEWER AUTHORITY OF THE CITY OF SCRANTON
SCHEDULE OF PRIOR FINDINCS

FOR THE YEAR ENDED MARCH 31, 2015

. NO PRIOR FINDNGS NOTED.
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