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financial statements, the required supplementary information and notes to the required 
supplementary information, and the combining and individual fund statements and 
schedules, as well as the report of independent auditors.  GAAP requires that 
management provide a narrative introduction, overview and analysis to accompany the 
basic financial statements in the form of Management’s Discussion and Analysis 
(MD&A).  This letter of transmittal is designed to complement the MD&A and should be 
read in connection with it.  The County’s MD&A can be found immediately following the 
report of the independent auditors.  The statistical section includes selected financial 
and demographic information, generally presented on a multi-year basis. 
 
This report includes all funds and activities of the County and reflects the extensive 
range of countywide services including, but not limited to, emergency services; health 
care and social services; construction and maintenance of highways, streets, and 
infrastructure; recreational activities; and cultural events.  The report includes the 
Lancaster County Convention Center Authority as a component unit. 
 
Profile of the Government 
 
Lancaster County occupies a land area of 946 square miles.  It is comprised of 60 
municipal divisions including the City of Lancaster, 18 boroughs, and 41 townships. The 
County is located in south central Pennsylvania, approximately 60 miles west of 
Philadelphia and 240 miles east of Pittsburgh.  A third class county since 1962, it was 
incorporated in 1729.  Today, approximately 490,562 people make Lancaster County 
their home.  
   
The County of Lancaster operates under the elected board of commissioners form of 
government.  Three county commissioners are elected every four years and may be 
reelected.  The County Code stipulates that each party may put up no more than two 
candidates and that each voter may cast a ballot for only two commissioner candidates.   
The three receiving the highest number of votes are elected.  This ensures that the 
commissioners are not all from the same political party.  In addition to having limited 
legislative powers, the commissioners serve as the managers and administrators of 
county government, name residents to boards, commissions, and authorities, and 
award contracts. To assist the commissioners with their administrative duties, they 
appoint a Chief Administrative Officer who is responsible for the preparation and 
monitoring of the annual County budget contract negotiations and a Chief Services 
Officer who is responsible for all the County Human service agencies and service 
providers.  They also appoint a Chief Clerk who keeps the books and accounts of the 
Board of County Commissioners, records and files their proceedings and papers, 
attests all orders and voucher checks issued by them, and performs all other duties 
pertaining to the office of Chief Clerk.  Also assisting them are a number of officials 
elected for four-year terms, who fill the so-called row offices, and numerous appointed 
deputies and directors. 
 
The annual budget serves as the foundation for the County of Lancaster’s financial 
planning and control.  The County Commissioners must adopt an annual budget for the 
County by December 31 of each year for the subsequent year.  The annual budget 
estimates revenues and expenditures for all governmental funds except the Community 
Development Block Grant and Agricultural Land Preservation special revenue funds, the 
debt service fund, and the capital projects funds.  The debt service fund is controlled 
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through a general obligation bond indenture provision.  Project-length financial plans are 
adopted for all capital projects.  The legal level of budgetary control is established by 
fund.  It is the prerogative of management to also maintain an enhanced level of control 
at the function and object level.  Supplemental appropriations, which alter the total 
expenditures of any fund, require resolution by the County Commissioners.  
Appropriations lapse at the end of each year and must be reappropriated. 
 
 
Factors Affecting Financial Condition 
 
The information presented in the financial statements is perhaps best understood when 
it is considered from the broader perspective of the specific environment within which 
the County of Lancaster operates. 
 
Local Economy. Lancaster County is one of the leading industrial areas in the state.  It 
is considered a prime location for manufacturing, away from congested areas, yet close 
to the major East Coast markets.  Industry is highly diversified, which helps to maintain 
the economic stability.  Lancaster County is home to more than 11,000 companies 
representing every economic sector.  With an even mix of manufacturing and service 
and retail, our corporate community continues to prosper, grow, and diversify. The 
County’s unemployment rate of 3.6% remains consistently lower than both the state and 
national averages of 4.7% and 4.9%, respectively.  For these reasons, Lancaster 
County is a desirable place to locate and expand a business.  In addition, agriculture 
and tourism play significant roles in the diversity and durability of Lancaster’s economy. 
 
Lancaster County is one of the most fertile agricultural areas in the land and produces 
more agricultural products and yields more food than any other non-irrigated county in 
the nation.  The County currently houses 5,293 farms which occupy nearly 412,000 
acres out of the county’s 629,880 acres.  Lancaster County agriculture is noted for 
having a well diversified farm economy that is not solely dependent on any one sector to 
assure its success.  Farmers have maintained a strong work ethic and a long- standing 
commitment to not just working the land, but working with the land.  Preservation and 
conservation are as important as production to the agricultural community.  Thanks to 
the Agricultural Preserve Board and the Lancaster Farmland Trust, Lancaster County is 
ranked #2 in the United States with approximately 58,000 acres of preserved farmland, 
which represents 18% of Ag-zoned land.   A continued commitment to land preservation 
ensures that Lancaster County’s farming traditions will survive for many generations to 
come. 
 
Due to the area’s historic sites, the city’s architectural charm, the county’s rolling, well-
kept farmlands, and the large Amish community, Lancaster continues to be a popular 
destination for many tourists.    They visit the county to experience life on an operating 
farm; tour numerous historic sites dating back to the 1700’s; purchase heirloom quilts, 
or finely handcrafted wood and leather products; cruise endless numbers of antique 
shops, over 240 factory outlet stores, or quaint farmers markets; take covered bridge 
bike tours or horse and buggy rides through Amish country. Each year some 8.3 million 
people visit the area spending approximately $1.7 billion and generating $2.3 billion in 
indirect activity.      
 
 
 



 4

 
Major Initiatives 
 
For the Year 

 The Commissioners formed the Blue Ribbon Commission for Agriculture in 
Lancaster County.  The commission was formed to coordinate and formulate 
effective and innovative ways to prioritize efforts for the continued viability of 
agriculture in the county.  The commission is made up of a diverse group of 
community leaders who represent various agricultural, academic and economic 
disciplines with diversity in education, culture and geography who will seek 
innovative and successful ways to ensure that we “Keep Lancaster County 
Farming”. 

 
 The “transition to community” re-entry management program was implemented 

inside the county prison in an effort to manage the growing prison population and 
to reduce the rate of recidivism.  The program conducts assessment orientations 
and provides appropriate counseling and residential housing assistance.  Also, 
the re-entry management council oversees the combined efforts of some 37 
district community groups whose collective endeavor is to assist in the eventual 
return of offenders to society. 

 
 The Commissioners continue to make public safety a top priority for the citizens 

of Lancaster County.  During the past two years, the Lancaster County Public 
Safety Training Center (LCPSTC) has hosted over 2,000 events which include 
various seminars, clinics and educational roundtables to over 50,000 individuals.  
These events included programs for law enforcement, fire, and emergency 
medical personnel in addition to many county departments.  The goal is to make 
the operations of all our first responders as safe, efficient, and effective as 
possible to protect themselves and the residents of the communities they serve. 

 
 Lancaster County Children and Youth Agency in conjunction with the Foster 

Parent Association developed a Foster Parent/Agency Mutual Agreement of 
Understanding and a Foster Parent Court Handbook.  Both are being used as 
models for other counties in the state. 

 
For the Future   

 Beginning with the primary election in May 2006, the Hart Voting Systems will 
replace the county’s lever voting machines.  The purchase of a new voting 
machine system was necessary to comply with the Help America Vote Act 
(HAVA) signed into law by the President on October 29, 2002.  This new law 
requires voting systems to be accessible so that all voters can cast a vote 
privately and independently and the system must have a manual audit trail.  The 
new system has two components:  the eScan for paper ballots and the eSlate for 
accessible voting.  Both systems will be available at each polling place.  Through 
HAVA, the federal government has appropriated funds to assist with the 
purchase of new systems.  Federal funds will pay for $2.4 million of the county’s 
$2.9 million total cost. 
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 The Lancaster County Office of Aging has been asked by the Pennsylvania 
Department of Aging to join with the Governor’s Council on Health Care Reform 
and the Pennsylvania Department of Welfare to “pilot” the state’s first Nursing 
Home Transition (NHT) Program.  The goal of NHT is to help individuals 
transition back into the community from nursing homes.  This program will not 
only give individuals more independence in where they choose to receive 
services but  transitioning them from nursing facilities will also result in a more 
efficient utilization of tax dollars and the ability to serve more consumers.  The 
lessons learned and best practices established here in Lancaster will be shared 
with other counties as this program is rolled out statewide in 2006.  

 
Cash Management Policies and Practices.  Temporarily idle cash was invested by 
the Treasurer in repurchase agreements and certificates of deposit using numerous 
competitive agents, including banks and brokerage houses in the state, to actively 
maximize the County’s rate of return. 
 
Risk Management.  The County is self-insured for workers’ compensation in 
accordance with Article III of the Pennsylvania Workmen’s Compensation Act of 1915 
as Reenacted and Amended.  The liability is recorded as estimated by the plan 
administrator.  The required retention amounts are accrued in a trust fund in accordance 
with 34 Pa. Code Section 125.10, as a liability of the general fund.  The Bureau of 
Workers’ Compensation uses a loss development analysis system to project a self-
insurer’s outstanding liability for the purpose of setting the required amount of the self-
insurer’s security or funding.  Loss development analysis is an actuarial technique of 
projecting the ultimate cost of a group of claims by analyzing the past changes in value 
of similar claims as they mature.  The Bureau issued an exemption permit renewing the 
County’s self-insurance status on May 23, 2003.  In addition, the County is in 
compliance with state requirements that mandate training courses designed to minimize 
accident-related losses. 
 
The County is also self-insured for unemployment compensation.  The liability for claims 
is estimated at two times the average of the benefits paid for the three highest claim 
years. 
 
Pension and Other Postemployment Benefits.  The County maintains a single-
employer contributory defined benefit pension plan with mandatory membership for all 
full-time County employees.  Participants in the Plan contribute 5 percent of their gross 
pay, with an option of an additional contribution of up to 10 percent of their gross pay.  
On December 31, 2005, total membership of the Lancaster County Employees’ 
Retirement System was 2,784.   The funding policy of this system provides for periodic 
employer contributions at actuarially determined rates that are sufficient to accumulate 
enough assets to pay benefits when due.  During 2005, the County contributed 
$7,400,000.  Additional information on the County of Lancaster’s pension arrangements 
and postemployment benefits can be found in Note 17 in the notes to the financial 
statements.  
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Awards and Acknowledgements 
 
The Government Finance Officers Association (GFOA) awarded a Certificate of 
Achievement for Excellence in Financial Reporting to the County of Lancaster for its 
comprehensive annual financial report for the year ended December 31, 2004.  In order 
to be awarded a Certificate of Achievement, the County published an easily readable 
and efficiently organized comprehensive annual financial report (CAFR), which 
conformed to program standards.  This report satisfied both generally accepted 
accounting principles and applicable legal requirements. 
 
A Certificate of Achievement for Excellence in Financial Reporting is valid for a period of 
one year only.  We believe our current CAFR continues to meet the Certificate of 
Achievement Program’s requirements, and we are submitting it to the GFOA to 
determine its eligibility for another certificate. 
 
The preparation of the comprehensive annual financial report on a timely basis was 
made possible by the dedicated services of the Controller’s office staff, the cooperation 
of all County departments, various elected and appointed officials, and the assistance of 
our independent auditors, Ernst & Young, LLP.  We appreciate the contributions made 
in the preparation of this report. 

                                                        Dennis P. Stuckey   
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
INTRODUCTION 
 
This section of the County of Lancaster’s (County) comprehensive annual 
financial report presents a narrative overview and analysis of the County’s 
financial performance for the fiscal year ended December 31, 2005.  It is 
recommended that it be read in conjunction with the accompanying basic 
financial statements and notes to financial statements in order to obtain a 
thorough understanding of the County’s financial condition at December 31, 
2005. 
 
FINANCIAL HIGHLIGHTS 
 
♦ The County’s real estate property tax rate was 2.962 mills. 
 
♦ As of December 31, 2005, Lancaster County had $20.5 million invested in 

capital assets, net of related debt pertaining to easements. 
 
♦ The County’s governmental net assets increased $5.1 million in 2005, or 

51.5%. 
 
♦ The County’s governmental unrestricted net assets were $8.1 million at 

December 31, 2005. 
 
♦ The County’s bond rating is Aaa/VMIG1 
 
♦ At December 31, 2005, the County had $193.8 million of general obligation 

debt outstanding.  This represents an increase of $18.1 million, or 10.3%, 
from the previous year. 

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial section of this report consists of four parts: management’s 
discussion and analysis, the basic financial statements (including notes to the 
financial statements), other required supplementary information, and a section 
that presents combining and individual fund statements and schedules.  The 
basic financial statements present two different views of the County through the 
use of government-wide statements and fund financial statements.  The following 
diagram shows how the required components of the financial section of this 
comprehensive annual financial report are arranged and relate to one another. 
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The first two basic financial statements are government-wide financial statements 
that provide information about the County’s overall financial status, as well as the 
financial status of the County’s component unit.  The remaining basic financial 
statements are fund financial statements that focus on major funds of County 
government, reporting the County’s operations in more detail than the 
government-wide statements.  The fund financial statements include: 
 
 
♦ Governmental funds financial statements which explain how services such as 

public safety were financed in the short term, as well as what remains for 
future spending.   

 
♦ Enterprise fund financial statements offer short-term and long-term financial 

information about the activities the County operates like a business. 
 
♦ Fiduciary funds financial statements that reflect activities involving resources 

that are held by the County as a trustee or agent for parties outside the 
government.  Fiduciary funds are not reflected in the government-wide 
statements because the resources cannot be used to support the County’s 
programs. 

 
The basic financial statements also include notes to the financial statements that 
provide additional information essential to a full understanding of the financial 
data provided in the government-wide and fund financial statements as well as 
required supplementary information regarding employee pension contributions 
and the County’s budget for the general fund and each major budgeted special 
revenue fund.  In addition to these required elements, a section is included with 
combining and individual fund statements that provide particulars about non-
major governmental funds. 

REQUIRED COMPONENTS OF THE COMPREHENSIVE
ANNUAL FINANCIAL REPORT - FINANCIAL SECTION

Notes to
Financial

Statements

Fund
Financial

Statements

Government-
wide

Financial
Statements

Summary Detail

Management's
Discussion and

Analysis

Basic
Financial

Statements

Other
Supplementary

Information
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The remainder of this overview explains the structure and contents of the 
government-wide and fund financial statements. 
 
GOVERNMENT-WIDE FINANCIAL STATEMENTS 
 
The government-wide financial statements report information about the County 
as a whole and its component unit using accounting methods similar to those 
used by private-sector companies.  The primary features are reflected in the 
following diagram. 

 
                                                                                                                             
The statement of net assets includes all of the County’s assets and liabilities, 
except fiduciary funds, with the difference between the two reported as net 
assets.  This statement serves a purpose similar to that of the balance sheet of a 
private-sector business.  The statement of activities focuses on how the County’s 
net assets changed during the year.  Because it separates program revenue 
(revenue generated by specific programs through charges for services, grants 
and contributions) from general revenue (revenue provided by taxes and other 
sources not tied to a particular program), it shows to what extent each program 
has to rely on taxes for funding.  All changes in net assets are reported using the 
accrual method of accounting, which requires that revenues be reported when 
they are earned and expenses be reported when the goods and/or services are 
received, regardless of when cash is received or paid.  Net assets is one way to 
measure the County’s financial health, or position.  Over time, increases or 
decreases in the County’s net assets are one indicator of whether the County 

Government-wide Financial Statements

Governmental Activities, Business-Type Activities
and Component Unit

Statement of Net Assets
Assets

-  Liabilites
=  Net Assets

Statement of Activities
Net Program (Expense) Revenue

-  General Revenues
=  Change in Net Assets

Measurement Focus:   Economic Resources
Accounting Basis:   Accrual
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financial position is improving or deteriorating.  However, other non-financial 
factors such as changes in the County’s real property tax base and general 
economic conditions must be considered to assess the overall position of the 
County. 
 
The government-wide financial statements of the County are divided into three 
categories: 
 
♦ Governmental activities – Most of the County’s basic services are included 

here, such as public safety, public works, health and welfare and general 
government administration.  Property and other such taxes and state and 
federal grants are the primary funding source of these activities. 

 
♦ Business-type activities – The County charges fees to customers to help 

cover the costs of certain services it provides. 
 
♦ Component Unit – The County includes one other entity – the Lancaster 

County Convention Center Authority.  * 
 
FUND FINANCIAL STATEMENTS 
 
The fund financial statements provide more detailed information about the 
County’s funds with an emphasis on major funds, not the County as a whole.  
Funds are accounting groups that the County uses to keep track of specific 
sources of funding and spending for particular purposes.  State law requires 
some funds while other funds are established to control and manage resources 
designated for specific purposes.  The following diagram presents the major 
features of the fund financial statements, including the types of information 
contained therein. 
 
 
*  See separate report as mentioned in the footnotes.  
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The County has three types of funds: 
 
♦ Governmental funds – Most of the County’s basic services are included in 

governmental funds, which focus on:   (1) the flow in and out of cash and 
other financial assets that can readily be converted into cash, and; (2) the 
balances left at year-end that are available for spending.  Consequently, the 
governmental funds statements provide a detailed short-term view that helps 
determine the financial resources available in the near future to finance the 
County’s programs.  The County maintains the following major governmental 
funds: the general fund, Mental Health/Mental Retardation special revenue 
fund, Children and Youth Services special revenue fund, Agricultural Land 
Preservation special revenue fund and capital projects fund.  The County also 
maintains seven non-major special revenue funds that are combined into a 
single aggregated presentation. Because this information does not 

Fund Financial Statements

Fiduciary Funds
 Measurement Focus:
Economic Resources

  Accounting Basis:   Accrual

Governmental Funds
Measurement Focus:   Current

Resources
Accounting Basis:   Modified

Accrual

Statement of Fund Net Assets
Assets - Liabilities

= Net Assets

Statement of Net Assets
Assets - Liabilites

= Net Assets

Balance Sheet
Assets

= Liabilities + Fund Balance

Statement of Revenues
Expenditures and Changes

in Fund Balance

Revenues - Expenditures
+ (-) Other Financing

Sources (Uses)
= Net Change in
Fund Balance

Statement of Revenues,
Expenses and Changes

in Fund Net Assets

Operating Income + (-)
Non-operating Revenues

(Expenses)
= Change in Net Assets

Statement of Changes
in Net Assets

Additions - Deductions
= Changes in Net Assets

Statement of Cash Flows

Enterprise Funds
Measurement Focus:  Economic

Resources
Accounting Basis:   Accrual
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encompass the additional long-term focus of the government-wide 
statements, a detailed reconciliation provides additional information that 
explains the relationship (or differences) between fund and government-wide 
financial statements.  

 
♦ Enterprise funds – Used to report the same functions presented as business-

type activities in the government-wide financial statements that provide 
services for the County’s other programs and activities.  The County reports 
two enterprise funds – the Conestoga View Nursing Home and the 911 
operations.    

 
♦ Fiduciary funds – The County is the trustee, or fiduciary, for its employees’ 

pension plan.  In addition, the County is also responsible for an agency fund, 
which represents clearing accounts for assets held by the County in its role as 
custodian until the funds are allocated to the private parties, organizations or 
government agencies to which they belong.  The County is responsible for 
ensuring that the assets reported in the fund is used for its intended purpose.  
All of the County’s fiduciary asset and liability balances are reported in the 
statement of fiduciary net assets. A statement of changes in fiduciary net 
assets is also presented. All fiduciary activities are excluded from the 
County’s government-wide financial statements because the County cannot 
use these assets to finance its operations. 

 
FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE 
 
The County is presenting its financial statements as required by Governmental 
Accounting Standards Board Statement No. 34 (GASB Statement No. 34), “Basic 
Financial Statements – and Management’s Discussion and Analysis (MD&A) – 
for State and Local Governments.”  The statement of Net Assets and the 
statement of Activities report information about the County as a whole and about 
its activities to measure the results of the year’s activities. 
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NET ASSETS: 
 
The County’s net assets as of December 31, 2005 and 2004 are presented 
below: 
                     Table A-1         
                     County Net Assets as of December 31, 2005    
                          (amounts in millions)         
          
         Governmental         Business-Type 
              Activities             Activities 
   2005 2004  2005  2004 
Capital assets, net*               $ 155.1  138.5        $ 1.2   8.3
Other assets   82.0  78.7                .2   3.6

     Total assets   237.1  217.2   1.4   11.9

Other liabilities  21.0  23.9               .1  1.2
Long-term liabilities   201.1  183.4   .4   2.5

     Total liabilities   222.1  207.3   .5   3.7

Net assets:         
  Invested in capital         
     assets, net of         
       related debt*  (4.4)  (4.1)  1.3  8.3
Restricted   11.3  10.4            -            - 
Unrestricted   8.1  3.6   (0.4)   (0.1)

   Total net assets               $ 15.0  9.9         $ 0.9   8.2
 
 
Net assets of the County’s governmental activities increased by 51.5% to $15.0 
million due to the sale of Conestoga View, the County’s nursing home.  Of this 
amount, $(4.4) million represents the balance of capital related debt in excess of 
net capital assets, while $11.3 million is restricted for various purposes.  The 
County has an unrestricted net assets balance of $8.1 million as of the end of the 
year. 
 
Net assets of the business-type activities decreased by 89% to $0.9 million due 
to the sale of Conestoga View, the County’s nursing home.  Of this amount, $1.3 
million represents the net balance of long-term capital assets, net of related debt.  
The unrestricted net assets balance as of the end of the year is $(0.4) million. 
 
*Capital asset balances include agricultural easements.  Prior year amounts 
reported have been adjusted to reflect this change. 
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INFRASTRUCTURE ASSETS: 
 
Lancaster County’s total assets stand at $238.5 million as of December 31, 2005.  
Of this amount, $156.3 million is accounted for by capital assets, which includes 
some infrastructure.     
 
The following table presents the County’s changes in net assets for the fiscal 
year ended December 31, 2005 and 2004: 
 
                 Table A-2         
                      County's Changes in Net Assets as of December 31, 2005         
          (amounts in millions)         
          Governmental          Business-Type 
               Activities              Activities 
    2005  2004   2005   2004 
Revenues:                
Program revenues:         
   Charges for services               $ 13.6  10.4   $ 25.7  36.3
   Operating grants and         
     Contributions  123.0  116.3  -  -
General revenues:         
   Property taxes  84.0  76.9  -  -
   Departmental revenues  5.6  7.5  -  -
   Unrestricted investment         
     Earnings   2.6  1.3   -   -
   Gain on sale of       
     Capital assets    1.5  
     Total revenues   228.8  212.4   27.2   36.3
Expenses:         
   General government  52.0  41.8  -  -
   Public safety  2.2  1.8  -  -
   Roads and bridges       0.2         0.5  -  -
   Health, education, and welfare 107.6  100.9  -  -
   Judicial  33.7  31.3  -  -
   Corrections  17.6  16.8  -  -
   Cultural and recreation  2.7  2.8  -  -
   Community development 5.8  5.7  -  -
   Interest on long-term debt 6.8  5.6  -  -
   Conestoga View  -  -  22.0  32.8
   911 operations  -  -  7.6  7.3
     Total expenses   228.6  207.2   29.6   40.1
Increase in net assets          
   before transfers  0.2  5.3  (2.4)  (3.8)
Transfers   4.9  (3.8)   (4.9)   3.8
Change in Net Assets  5.1  1.5  (7.3)  0.0
Net assets - beginning  9.9  8.4  8.2  8.2
Net assets – ending               $ 15.0  9.9  $ 0.9   8.2
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The increase of $5.1 million in the governmental activities net assets was mainly 
the result of the sale of Conestoga View, the County’s nursing home. The 
business-type activities net assets decreased by $7.3 million mainly due to the 
sale of Conestoga View to Conestoga View Nursing, L.P. on September 30, 2005  
for $8,500,000, which, after payment of real estate transfer tax associated with 
the sale, resulted in proceeds from the sale equaling $8,415,000. 
 
GOVERNMENTAL ACTIVITIES:    
 
The following chart graphically depicts the sources of revenues for the fiscal year 
ended December 31, 2005: 
 

Sources of Revenues
Total revenues: $228.8 million

Charges for services
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Operating grants and contributions
54%

Departmental
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Total government-wide revenues of $228.8 million were derived primarily from 
operating grants and contributions, representing 54% of the total.  Property taxes 
made up the second largest source of revenue at 37%, followed by charges for 
services at 6%, departmental revenue at 2%, and unrestricted investment 
earnings at 1%. 
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BUSINESS-TYPE ACTIVITIES: 
 
Total business-type revenues of $27,202,001 were derived primarily from 
charges for sales and services and the sale of capital assets, $23,349,694 
coming from Conestoga View, and $3,852,307 coming from 911 operations. 
 
GOVERNMENTAL ACTIVITIES: 
 
The following chart graphically depicts the functional expenses for the fiscal year 
ended December 31, 2005: 
 

Functional Expenses 
 Total Expenses:  $228.6 million
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Total expenses for all programs in 2005 were $228.6 million.  The expenses 
cover a wide range of services, with the largest being health, education, and 
welfare at 46%.  The second largest program area was general government at 
23%, followed by judicial at 15%, corrections at 8%, community development at 
3%, interest on long-term debt at 3%, and other (cultural and recreation and 
public safety) at 2%.  
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BUSINESS-TYPE ACTIVITIES: 
 
Total expenses in 2005 were $29,657,086. Conestoga View comprised 
$21,980,881 or 74.0% of the total, incurring depreciation expense of $640,124.  
The balance of $21,340,757 was spent on nursing home operations. 911 
operations comprised $7,676,205 or 26.0% of the total, incurring depreciation 
expense of $169,259.  The balance of $7,506,946 was spent on public safety 
operations. 
 
FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS 

 
 
As noted earlier, the County uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. 
 
GOVERNMENTAL FUNDS: 
 
The General Fund, Children and Youth Services special revenue fund, Mental 
Health/Mental Retardation special revenue fund, Agricultural Land Preservation 
special revenue fund, and Capital Projects fund make up the County’s major 
governmental funds.  The focus of the governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources.  
Such information is useful in assessing the County’s financing requirements.  In 
particular, unreserved/undesignated fund balance may serve as a useful 
measure of the County’s net resources available for spending at the end of the 
year. 
 
At December 31, 2005, the General Fund reported a fund balance of $17.2 
million, which was a $6.2 million or 56.4% increase over the previous year’s 
balance of $11.0 million.  Revenues increased from $99.7 million to $108.9 
million, a $9.2 million or 9.2% increase.  Property taxes increased by $8.1 million 
as a result of the implementation of a countywide reassessment and normal 
growth in the County’s tax base.    Expenditures increased from $84.9 million to 
$97.3 million as reported, which was a $12.4 million or 14.6% increase.  Interest 
and fiscal charges increased by $1.5 million due to new bond issuances in 2005.    
 
The fund balance in Children and Youth Services special revenue fund 
decreased to $1.9 million at December 31, 2005, from $2.3 million, a $0.4 million 
or 17.4% decrease.  Revenues decreased from $34.2 million to $33.4 million, a 
decrease of $0.8 million or 2.3%.  Expenditures remained the same at $40.8 
million.  All of these decreases were the result of a decrease in the funding for 
the Temporary Assistance for Needy Families (TANF) program for the period 
7/1/05 thru 12/31/05. 
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The Mental Health/Mental Retardation special revenue fund has no fund balance 
to report.  Revenues in this fund increased to $58.3 million from $50.9 million, an 
increase of $7.4 million or 14.5%.  Expenditures increased from $51.8 million to 
$59.4 million, a $7.6 million or 14.7% increase.  The increases were the result of 
increased funding within existing grants. 
 
The Agricultural Land Preservation special revenue fund became a major fund in 
2003.  There is no fund balance to report for the Agricultural Land Preservation 
special revenue fund as of December 31, 2005. 
 
The fund balance in the Capital Projects fund at December 31, 2005, was $24.7 
million, up from $23.9 million the previous year.  This represents an increase of 
$0.8 million or 3.3%.  Revenues increased to $1.1 million from $0.5 million the 
previous year, an increase of $0.6 million or 120.0%.  Expenditures increased to 
$23.6 million, an increase of $14.3 million or 153.8% from the amount spent in 
the previous year of $9.3 million.  The increase in the fund balance is the result of 
new bonds being issued during the year.  The increase in both revenues and 
expenditures is also the result of the new bond issues. 
 
ENTERPRISE FUNDS: 
 
The County’s enterprise funds provide the same type of information found in the 
government-wide financial statements but in more detail. 
 
Net assets of Conestoga View, the County’s nursing home, at the end of the year 
amounted to $0 due to the sale of the facility to Conestoga View Nursing, L.P, on 
September 30, 2005.  Net assets for the 911 emergency telephone operations 
amounted to $0.9 million.  The change in net assets for each fund was ($7.0) 
million and ($0.3) million respectively.  Other factors concerning the finances of 
these two funds mirror those highlighted in the analysis of the County’s business-
type activities. 
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GENERAL FUND BUDGETARY HIGHLIGHTS 
 
Over the course of the year, the County Board of Commissioners revised the 
County budget several times.  These budget amendments fall into two 
categories: 
 

• Amendments to appropriations approved shortly after the beginning of the 
year to reflect budget carryovers from the prior year. 
 

• Increases in appropriations based on supplemental funding sources. 
 
The County’s original revenue budget increased from $116.5 million to $122.2 
million, an increase of $5.7 million or 4.9%.  Actual revenues received totaled 
$122.0 million or 99.8% of the final budget.  Intergovernmental revenues fell $9.3 
million short of the final budgeted amounts as a result of anticipated grants not 
being received.  This amount was also reflected in decreased grant expenditures.   
 
The County’s original operating expenditure budget, excluding transfers, 
increased from $113.6 million to $119.6 million, an increase of $6.0 million or 
5.3%.  Actual expenditures were $105.1 million or 87.9% of the final budget due 
to cost saving measures implemented in 2005. 
 
Differences between the original general fund budget and the final amended 
budget were primarily the result of increasing the budget due to an increase in 
appropriations based on supplemental funding sources. 
 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 

 
 

CAPITAL ASSETS: 
 
The County’s investment in capital assets at December 31, 2005, net of 
accumulated depreciation, amounted to $156.3 million.  This represented an 
increase of $9.5 million or 6.5% over the previous years total of $146.8 million.  
Capital assets consist primarily of land and improvements, buildings and 
improvements, furniture and equipment, assets under capital lease, construction 
in progress, infrastructure and easements.  The following is a summary of capital 
assets at December 31, 2005 and 2004: 
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   Summary of Capital Assets  
       
       
          Governmental          Business-Type   
              Activities               Activities Balance at Balance at 
 2005 2004  2005 2004  December 31, 2005 December 31, 2004
       

Land and land       

   improvements $5,853,180 $5,786,227 $7,642 $589,530 $5,860,822 $6,375,757

Buildings and       

   improvements 114,857,947 104,461,393 263,513 6,852,203 115,121,460 111,313,596

Furniture and       

   Equipment 23,322,270 22,409,585 2,562,083 14,522,331 25,884,353 36,931,916

Assets under       

   capital lease 1,371,165 1,371,165   1,371,165 1,371,165 

Construction in       

   Progress      

Infrastructure 5,938,380 5,480,543   5,938,380 5,480,543

Easements 55,754,711 45,704,954   55,754,711 45,704,954

Less accumulated       

   Deprec/Amort (52,036,587) (46,680,887) (1,580,792) (13,694,048) (53,617,379) (60,374,935)

       

Total $155,061,066 $138,532,980 $1,252,446 $8,270,016 $156,313,512 $146,802,996
 
In the governmental activities, buildings and improvements increased by $10.4 
million. This is the result of the County’s purchase of a building at 150 North 
Queen Street in the city of Lancaster to help solve its long-term space needs.       
 
In the business activities, buildings and improvements decreased by $6.6 million 
and furniture and equipment decreased by $11.9 million.  These decreases are 
the result of the sale of Conestoga View the County’s nursing home on 
September 30, 2005 to Conestoga View Nursing, L.P.  
 
The total capital assets for the governmental activities and business-type 
activities increased from $146.8 million to $156.3 million, an overall increase of 
$9.5 million or 6.5%.  Of this increase, $16.5 million occurred within 
governmental activities and ($7.0) million occurred within business-type activities. 
 
More detailed information about the County’s capital assets can be found in Note 
7 of the notes to the financial statements. 
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LONG-TERM DEBT: 
 
At December 31, 2005, the County had $193.8 million of general obligation 
bonds and notes outstanding.  This was an increase of $18.1 million, or 10.3%, 
from the previous year.  The following details activity related to general obligation 
bonds during 2005: 
 
 
 
 
             Summary of General Obligation Bond and Note Activity 
 
 
Beginning balance at 1/1/2005    $     175,662,072 
 
Accretion adjustment                1,245,384 
 
Debt issued                23,775,000 
 
Less principal refunded                               0 
 
Less principal payments              (6,880,000) 
 
   
Ending balance at 12/31/2005    $     193,802,456 
 
 
BOND RATING: 
 
The General Obligation Bond (G.O.B.) Series 2005 issue carries municipal bond 
insurance policy from Financial Security Assurance Inc. (FSA) which assures 
payment of the respective principal and interest to the registered owners of the 
bonds.  Moody’s Investors Service rated the G.O.B. Series 2005 Aaa/VMIG1 
based upon an insurance policy provided by FSA. 
 
More detailed information about the County’s long-term debt can be found in 
Note 9 of the notes to the financial statements. 
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 
 
The key economic factors affecting the County include the following: 
 

• The County’s population grew by 3,230 or .7% during 2005.  The 
population has consistently grown within this range over the past decade 
and the vast majority of the County’s residents succeed in finding 
employment. 

 
• The County’s unemployment rate stands at 3.6%, which is a 5.3% 

decrease over the previous year’s rate of 3.8%.  This rate compares 
favorably with the State’s rate of 4.7% and the national rate of 4.9%. 

 
 
 
These factors were considered in preparing the County’s 2006 budget.  Amounts 
available for appropriation in the general fund budget are $125.0 million, an 
increase of 6.8% over the final 2005 budget of $117.0.  Real estate taxes were 
budgeted to increase by $2.3 million as the result of normal growth in real estate. 
The real estate property tax rate remained at 2.962 mills for 2006.  
 
Budgeted operating expenditures, excluding transfers, have increased 13.8% to 
$130.4 million.  The largest increments are increased wages and an increase in 
the County’s debt payments.  The County issued $51,285,000 in new general 
obligation bonds during 2006. 
 
 
CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT 

 
 
This financial report is designed to provide citizens, taxpayers, customers, 
investors, and creditors with a general overview of the County’s finances and to 
demonstrate the County’s accountability.  Questions concerning this report or 
requests for additional information should be directed to: 
 

Lancaster County Controller’s Office 
County of Lancaster, Pennsylvania 

50 North Duke Street 
Lancaster, PA   17603 
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