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INTRODUCTORY SECTION

The letter of transmittal included in the Introductory Section of the CAFR doesn’t define the Primary Government, but specifies that the entities selected for inclusion in the CAFR for the City of Philadelphia are presented either as part of the City’s fund types and account groups (“blended” component units) or as discretely presented components units. The discrete presentation illustrates that, while the City is accountable for these entities, their separate legal identities are maintained for reporting purposes. The term “Primary Government” is defined in the Notes to the Financial Statements and includes both City funds and Blended Component Units while the term “Component Units” includes only Discretely Presented Component Units.  

The Introductory Section discusses the financial condition of the reporting entity, which in this case is at its best. The City’s commitment to fiscal responsibility led Philadelphia to a record year with cumulative $205.7 million General Fund surplus at the end of Fiscal 1999. This section also discusses the most important changes in financial conditions. Even though Philadelphia had a great year, there were also a few setbacks. For example in Fiscal Year 1999 the City’s overall positive outlook was tempered by the first adverse impacts of states and federal “welfare reform” cutbacks in public assistance, as well as by consolidation, layoffs, and instability in the region’s health care and banking sectors.

The major fund types included in CAFR are defined in the Introductory Section.

There is a list of elected officials and also an organization chart

The report contains a duplicate of the Certificate of Achievement for Excellence in Financial Reporting, which has been submitted to the GFOA for consideration for an award.

FINANCIAL SECTION

The financial statements had been audited by state auditors (Jonathan A. Saidel, CPA and Albert F. Scaperotto, CPA) and they express an opinion on the general-purpose financial statements. The auditors specifically indicate that the responsibility of general purpose the financial statements rests with the City of Philadelphia’s management. Also the auditors indicate that the financial statements of the entities and the percentage of fund types disclosed have been audited by other auditors.

The auditors express the opinion that the statements are in conformity with generally accepted accounting principles, and an unqualified audit with modified wording was issued.

The entity hasn’t adopted GASB No.34. The entity uses GASB No.32 and CAFR contains all five combined statements. The report includes Notes to the Financial Statements, which accompany the Financial Statements.

Following the Notes to the Financial Statements, CAFR provides combining and individual fund statements.

The report doesn’t contain the Management’s Discussion and Analysis (MD&A).

The GENERAL FUND is used to account for all activities of the City’s general government not accounted for in some other fund. The report doesn’t specify that the fund is for the Primary Government, nor uses a different name or title.

The SPECIAL REVENUE FUNDS included in the report are

a.  COUNTY LIQUID FUELS TAX FUND

b.  SPECIAL GASOLINE TAX FUND

c.  HEALTHCHOICES BEHAVIORALHEALTH FUND

d.  HOTEL ROOM RENTAL TAX FUND

e.  GRANTS REVENUE FUND, COMMUNITY DEVELOPMENT FUND

f.  MUNICIPAL AUTHORITY ADMINISTRATIVE FUND

g.  PENNYLVANIA INTERGOVERNMENTAL COOPERATION AUTHORITY ADMINISTRATIVE FUND. 

The report specifies why each special revenue fund was created and how is accounted for.

Other Governmental Funds contained in CAFR are the 

1.DEBT SERVICE FUNDS, which include 

      a. CITY DEBT SERVICE FUND

      b. MUNICIPL AUTHORITY DEBT SERVICE FUND

      c. PENNSYLVANIA INTERGOVERNMENTAL COOPERATIONAUTHORITY         DEBT SERVICE FUND

2.CAPITAL IMPROVEMENTS FUNDS containing the 

      a. CITY CAPITAL IMPROVEMENT FUND 

      b. MUNICIPAL AUTHORITY CAPITAL IMPROVEMENT FUND.

The ENTREPRISE FUNDS are classified as 

      a. WATER FUND

      b. AVIATION FUND 

      c. INDUSTRIAL AND COMMERCIAL DEVELOPMENT FUND.

The FIDUCIARY FUNDS are titled as TRUST and AGENCY FUNDS, and they include 

     a. PENSION TRUST FUNDS 

     b. NON-EXPENDABLE TRUST FUNDS

     c. EXPANDABLE TRUST AND AGENCY FUNDS.

The Governmental Funds and Expendable Trust Funds account for their activities using a current financial measurement focus. These funds and the Agency funds use the modified accrual basis of accounting. Proprietary Funds, Pension Trust Funds and Non-Expendable Trust Funds are accounted for on a flow of economic resources measurement focus. These funds use the accrual basis of accounting.

The report contains on the combined balance sheet a separate column named Account Groups, which include the General Fixed Assets and the General Long-Term Debt.

On the combined financial statements, a separate column for Component Units is allocated. The report gives detailed information on the component units, the relationship with the Primary Government and the accounting principles used by the units. 

The classification of revenues and estimated revenues uses the following source classes: Tax, Locally Generated Non-Tax, and Revenues from Other Governments. About 73.58% of revenues are derived from property taxes. The notes clearly describe the recognition criteria for the primary revenue sources and disclose details of the property tax calendar (due on march 31st – delinquent charges are assessed at 1.5% per month on all unpaid balances as of April 1st)

The Interfund Transfers In and Out are reported on the Other Financing Sources section following the Expenditure section.

The classification of expenditures is made by fund and character (Current Operating, Capital Outlay and Debt Service). Each character is further detailed with a set of subclasses.

The categories that caused the largest General Fund expenditures are the Judiciary and Law Enforcement (37.67%), Improvement of General Welfare (19.66%) and General Management and Support (14.57%). For the Special Revenues Fund the largest expenditure categories are as follows: Transportation for the County Liquid Fuels Tax and the Special Gasoline Tax Funds, Conservation of Health for the Health Choices Behavioral Health Fund and the Grants Revenue Fund, Housing and Neighborhood Development for the Community Development Fund, Economic Development for Hotel Room Rental Tax Fund, and General Management and Support for the Municipal Authority Administrative Fund and the PICA Administrative Fund.

The report doesn’t contain any charts or graphs to show the next 10 year trend for expenditure in General Fund, but the Introductory Section contains a lot of information that enable the reader to determine what results are achieved.

The title given to the budget statement is “General and Special Revenue Funds (except Municipal Authority and PICA Funds) Capital Improvements Funds (except Municipal Authority Fund) Combined Statement of Revenues, Expenditures, Encumbrances and Changes in Fund Balances Budget (Legal Basis) and Actual for the Fiscal Year ended June 30, 1999. The additional fund included in the budget statement is the Capital Improvement Funds and as stated in the Notes to the Financial Statements, this is imposed at the City Council level.

There are other budgetary comparisons in the individual fund statements. The Budgetary comparison states the revised budget, the actual budget and the variances between those two. Amendments to the budgets are not shown in the financial statements, but they are described along with the legal procedure for budget adoption and budget amendment in the Notes to the financial statements. The Notes also include explanations on reconciliation between legal and GAAP statements, obligations in excess of appropriations, and also state “any funds that are not committed or expended at year end are lapsed. 

The differences between the budgeted amounts and the actual amounts are shown as dollars amounts. No percentages are included.

All blended component units use the same budgetary practices as the Primary Government and this fact is stated specifically in the CAFR

The schedules presented for the General Fund are Schedule of Actual and Estimated Revenues (Legal Basis), Schedule of Budgeted and Actual Expenditures and Encumbrances by Department (Legal Basis). There is no balance sheet or statement of revenues, expenditures and changes in fund balances presented separately for the General Fund (only combined statements). 

The Special revenue Fund displays the same schedules as the General Fund just that they are combined schedules, and also Combined Statements of Revenues, Expenditures and changes in Fund Balances, and combined Balance Sheets at end of June 30, 1999.

CAPITAL ASSETS

The term used to report capital assets is “General Fixed Assets”. The report contains a Schedule of General Fixed Assets by Function and a Schedule of General Fixed Assets by Source and a Schedule of Changes in General Fixed Assets by Function. Categories such as City-related assets and Municipal Authority related Assets are disclosed. Improvements other than Buildings are disclosed separately but they are not described. The addition of capital assets is shown at actual historical costs. The report doesn’t use terms such as estimated value or appraised value. The Notes do not specify capitalization policies for public domain. The sources of Capital asset Financing are not disclosed in the report.

CAPITAL PROJECTS FUNDS

The term used for this type of fund is Capital Improvements Fund. The basis of accounting used for this fund is modified accrual basis and this is used for both expenditures and revenues. This fund includes the City Capital Improvement Fund and the Municipal Authority Capital Improvement Fund. The report contains a Combining Balance Sheet Statement and a Combining Statement of Revenues, Expenditures and changes in Unreserved Fund Balances for these types of funds. 

No Schedules are included.

The financial resources inflows come from locally generated non-tax revenue and revenue from other governments, plus proceeds from bond sales (it is specified in the notes to the financial statement that the amortization of bond discounts is made using the bonds outstanding method, except for the Gas Works Fund and the Redevelopment authority Fund which use the interest method and the straight line method, respectively).

The fund expenditures are not detailed at all. It isn’t clear if for the reader what happened with the expenditures for the finished projects or the ones still in progress.

LEASES

The City as Lessee

The City’s operating leases consist primarily of leases for office space, data processing equipment, duplicating equipment and other items of Property and equipment to fulfill temporary needs. The rental expenses are recorded in Governmental Funds and Proprietary Funds and the information is found in the Notes to the Financial Statement.

City’s capital leases consist of leased real estate included in the General Fixed Assets Account Group.

The City as Lessor

The City’s operating leases consist principally of leases of airport facilities, recreation facilities, certain transit facilities and various other real estate and building sites. Rental income is recorded in Governmental Funds and Proprietary Funds and the information is disclosed in the Notes to the Financial Statements.

GENERAL LONG-TERM LIABILITIES

The report discloses in the Notes to the Financial Statements the amount of long-term debt. Also in the statistical section and the financial section there is detailed information about long-term liabilities. The City is subject to a statutory limitation established by the Commonwealth of Pennsylvania for bonded indebtedness (City General Obligation Bonds) payable principally from property taxes. The City General Obligation Debt net of cash and investments available for bond retirement is $939.1 million, leaving a legal debt borrowing capacity of $288.2 million.

The report also includes a list of outstanding tax supported debt issues, any claims and litigations against the city and the unfunded pension obligations.

The report discloses the changes in long-term liabilities during the year using a schedule of changes. Future interest and principal payments are disclosed but the resources available for these payments are not mentioned. 

DEBT SERVICE FUND

The debt service fund is maintained for the City, the Municipal Authority and PICA. These 3 debt service funds were created for the purpose of accumulating resources for the payment of principal on general obligation term bonds and to function as a conduit for the debt service payments to fiscal agents. The primary accounting focus of these funds is determination of and changes in financial position and stewardship of resources.

These funds use the modified accrual basis of accounting (as stated in CAFR).

Investment Activity. The CAFR contains a list of investments of debt service funds. The report does disclose net earnings on investment during the year. Statues authorize the City to invest in obligation of the Treasury, agencies, and instrumentalities of the United States, repurchase agreements, collateralized certificates of deposit, bank acceptance or mortgage obligations, certain corporate bonds, and money market funds.

The report contains a schedule of investments of debt service funds and discloses the increase or decrease in the fair value of investments realized during the year. The estimated revenues for term bond debt service are based on an actuarial basis and the revenues are in accordance with the actuarial computations.

Management. The debt service fund investments are handled properly and seem to be very profitable. The report doesn’t mention who manages the investments, however the fees are accounted for as expenditures. There is a fiscal agent employed and the Notes to the financial statements disclose the amount of cash in their possession

Capital Lease Rental Payments.  The periodic lease payments are recorded as expenditures in each debt service fund that acquire the capital lease. The report discloses the each portion considered as interest and each portion considered as payment on the principal.
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