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INDEPENDENT AUDITOR’S REPORT

Members of Council of the Borough of Lake City, Pennsylvania
Borough of Lake City, Commonwealth of Pennsylvania

Adverse Opinion on U.S. Generally Accepted Accounting Principles

We have audited the accompanying financial statements of the general fund, special revenue funds, enterprise
funds, and trust and agency funds, included in the Department of Community and Economic Development’s
(DCED) prescribed form, of the Borough of Lake City, Pennsylvania, as of and for the year ended December
31, 2021, which collectively comprise the basic financial statements as shown in the DCED prescribed form.

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on U.S.
Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do not present
fairly, in accordance with accounting principles generally accepted in the United States of America, the
financial position of the Borough of Lake City, Pennsylvania, as of December 31, 2021, or the changes in its
financial position for the year then ended.

Opinion on Cash Basis of Accounting Used to Prepare the DCED Prescribed Form

In our opinion, the financial statements included in the prescribed form referred to above present fairly, in all
material respects, the respective assets, liabilities, and fund balances of the general fund, special revenue funds,
enterprise funds, and trust and agency funds, of the Borough of Lake City, Pennsylvania, as of December 31,
2021 and its revenues and expenditures for the year then ended, on.the basis of accounting described in the first
paragraph under the “Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles” heading.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described below, the Borough prepared these financial statements included in DCED’s prescribed form
using the cash basis of accounting that is permiftted by the Pennsylvania Department of Community and
Economic Development, Governor’s Center for Local Government Services, which is a basis of accounting
other than accounting principles generally accepted in the United States of America. |
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The effects on the financial statements of the variances between the cash basis of accounting and accounting
principles generally accepted in the United States of America are that fixed assets, improvements and
infrastructure assets are not capitalized, instead, capital acquisitions and construction are reflected as
expenditures. Long-term debt is not recognized as liabilities under the cash basis. When the proceeds of the
debt are received, they are recorded as revenues and other financing sources. As the debt and expenses are paid,
the principal payments are recorded as expenditures.

Also, the DCED prescribed format does not include a management’s discussion and analysis and a budget
versus actual report that accounting principles generally accepted in the United States of America require to be
presented to supplement the basic financial statements. Such missing information, although not 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. Our opinion on the basic financial statements is not affected by this missing
information.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements included in
DCED’s prescribed form in accordance with the cash basis of accounting, which is permitted by the
Pennsylvania Department of Community and Economic Development, Governor’s Center for Local
Government Services as described in section entitled “Basis for Adverse Opinion on U.S. Generally Accepted
Accounting Principles”. This includes determining that the cash basis of accounting is an acceptable basis for
the preparation of the financial statements in the circumstances. Management is also responsible for 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.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements included in the
DCED’s prescribed format as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is high than one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users made on the
basis of these consolidated financial statements.

In performing an audit in accordance with GAAS, we:

¢ Exercise professional judgement and maintain professional skepticism throughout the audit.
o Identify and asses the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error and design and perform audit procedures responsive lo those risks. Such
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procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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 Borough’s internal control. Accordingly, no such opinion is expressed.

e EBvaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

e Conclude whether, in our judgement, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Borough’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole.
The DCED required accompanying financial schedules listed as the “Debt Statement” and the “Statement of
Capital Expenditures” is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from, and relates directly to,
the underlying accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is fairly stated in all material respects in relation to the financial statements as a
whole.

Restriction on Use

This report is intended solely for the information and use of the governing body and management of the
Borough of Lake City, Pennsylvania, and for filing with the Pennsylvania Department of Community and
Economic Development and the Erie County Prothonotary and is not intended to be and should not be used by
anyone other than these specified parties.

w, g)&)tﬂrbl,. WG (o One..

Certified Public Accountants
Erie, Pennsylvania

February 13, 2022
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