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INDEPENDENT AUDITOR’S REPORT

The Honorable Members of City Council
City of Geneva, New York

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Geneva, New
York (the City), as of and for the year ended December 31, 2012, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the City’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in-the circumstances but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund
and the aggregate remaining fund information of the City, as of December 31, 2012, and the respective
changes in financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the schedule of
funding progress for retiree health plan and budgetary comparison schedule on pages A30 and A31 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted the Management's Discussion and Analysis 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 a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our apinion on the basic financial statements is not affected by the missing information.

Frad Mgt 7%, /0.

Batavia, New York
August 19, 2013
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ASSETS
Cash and cash equivalents

Cash and cash equivalents - restricted

Certificates of deposit

CITY OF GENEVA, NEW YORK

STATEMENT OF NET POSITION

DECEMBER 31, 2012

Receivables (net of allowance for uncollectibles)

Accounts receivable

Taxes receivable

Loans receivable
State and federal receivables
Due from other governments
Due from fiduciary fund
Bond issue costs, net

Capital assets not being depreciated

Capital assets, net of accumulated depreciation

Total assets

LIABILITIES AND NET POSITION:

LIABILITIES:
Accounts payable
Accrued liabilities
Accrued interest payable
Due to other governments
Unearned revenue
Other liabilities
Bond anticipation notes payable
Long-term liabilities:
Due and payable within one year
Due and payable after one year
Total liabilities

NET POSITION:

Net investment in capital assets

Restricted for capital projects

Unrestricted )
Total net position

Governmental Business-Type

Activities Activities Total
2,709,028 $ 5449762 $ 8,158,790
- 7,300,925 7,300,925
2,778,762 - 2,778,762
411,749 1,585,378 1,997,127
616,066 - 616,066
6,543,477 - 6,543,477
223,570 - 223,570
336,213 135,208 471,421
108,459 4,592 113,051
25,550 14,973 40,523
1,061,023 1,833,104 2,894,127
30,330,214 39,158,614 69,488,828
45,144,111 55,482,556 100,626,667
863,423 130,661 994,084
31,090 1,837 32,927
65,054 166,583 231,637
2,320,000 - 2,320,000
3,838,307 - 3,838,307
18,527 - 18,527
1,837,620 11,900,000 13,737,620
1,270,817 1,373,546 2,644,363
11,476,438 21,631,837 33,108,275
21,721,276 35,204,464 56,925,740
20,007,148 13,914,199 33,921,347
849,180 141,514 990,694
2,566,507 6,222,379 8,788,886
23,422,835 $ 20,278,092 $ 43,700,927

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK
BALANCE SHEET - GOVERNMENTAL FUNDS

DECEMBER 31, 2012
Total
Community Capital Governmental
General Development Projects Funds
ASSETS:
Cash and cash equivalents $ 1,409,743 $ 1,280,502 $ 18,783 $ 2,709,028
Certificates of deposit 1,637,152 1,141,610 - 2,778,762
Receivables (net of allowance for uncollectibles)
Accounts receivable 411,749 - - 411,749
Taxes receivable 616,066 - - 616,066
Loans receivable - 6,543,477 - 6,543,477
State and federal receivables - - 223,570 223,570
Due from other funds 124,624 - - 124,624
Due from other governments 336,213 - - 336,213
Total assets $ 4535547 $ 8,965,589 $ 242353 $ 13,743,489
LIABILITIES:
Accounts payable $ 175,643 $ 241,511 § 446,269 $ 863,423
Accrued liabilities 31,090 - - 31,090
Bond anticipation notes payable - - 1,837,620 1,837,620
Due to other funds 16,165 - - 16,165
Due to other governments - 2,320,000 - 2,320,000
Unearned revenue 1,793,195 2,045,112 - 3,838,307
Other liabilities 18,527 - - 18,527
Compensated absences 4,371 = - 4,371
Total liabilities 2,038,991 4,606,623 2,283,889 8,929,503
DEFERRED INFLOWS OF RESOURCES:
Deferred tax revenue 512,422 - - 512,422
Total deferred inflows of resources 512,422 - - 512,422
FUND BALANCES:
Restricted 905,836 4,358,966 - 5,264,802
Assigned 32,500 - - 32,500
Unassigned (deficit) 1,045,798 - (2,041,536) (995,738)
Total fund balances (deficit) 1,984,134 4,358,966 (2,041,536) 4,301,564
Total liabilities, deferred inflows of resources and fund balances $ 4535547 $ 8,965,589 $ 242,353
Amounts reported for governmental activities in the statements of net position are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. 31,391,237
Long-term liabilities, including accrued interest payable, loans payable, serial bonds
payable, compensated absences and post employment benefits are not due and
payable in the current period and therefore are not reported in the funds. (12,807,938)
Other long-term assets are not available to pay for prior period expenditures and
therefore are deferred in the funds. 512,422
Unamortized costs associated with the issuance of bonds are an asset in the
statement of net position and are an expense in the governmental funds in the
year the bonds are issued. 25,550
Net position $ 23,422,835

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2012

REVENUES:

Real property taxes

Real property tax items

Sales and other taxes

Departmental income

Intergovernmental charges

Use of money and property

Licenses and permits

Fines and forfeitures

Sale of property and compensation for loss

Miscellaneous local sources

State and federal sources
Total revenues

EXPENDITURES:

General government
Public safety
Transportation
Economic assistance and opportunity
Culture and recreation
Home and community services
Employee benefits
Debt service:

Principal

Interest

Total expenditures

Deficit of revenues over expenditures
OTHER FINANCING SOURCES:
Interfund transfers in
Premium on bond anticipation notes
Proceeds from installment purchase debt
Bond anticipation notes redeemed from appropriation
Total other financing sources
Net change in fund balances

Fund balances - beginning

Fund balances (deficit) - ending

Total
Community Capital Governmental
General Development Projects Funds

6,763,689 $ - $ - 3 6,763,689
486,133 - - 486,133
3,494,152 - - 3,494,152
565,285 - - 565,285
371,203 90,749 - 461,952
266,120 77,516 2 343,638
102,046 = - 102,046
51,807 = - 51,807
138,978 - - 138,978
232,313 97,181 6,778 336,272
2,806,893 411,017 246,005 3,463,915
15,278,619 676,463 252,785 16,207,867
2,024,057 - 2,497,706 4,521,763
6,111,882 - 948,276 7,060,158
1,542,935 - 623,898 2,166,833
291,317 217,367 - 508,684
1,398,336 - - 1,398,336
659,871 900,932 8,809 1,569,612
2,076,528 - - 2,076,528

1,572,081 - - 1,572,081
426,868 = - 426,868
16,103,875 1,118,299 4,078,689 21,300,863
(825,256) (441,836) (3,825,904) (5,092,996)
300,000 - - 300,000

- - 14,352 14,352

- - 3,134,250 3,134,250

- - 79,603 79,603

300,000 - 3,228,205 3,528,205
(525,256) (441,836) (5697,699) (1,564,791)
2,509,390 4,800,802 (1,443,837) 5,866,355
1,984,134 § 4358966 $_ (2,041,536) $ 4,301,564

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

Net change in fund balances - total governmental funds $  (1,564,791)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However in the statement of
activities, the cost of those assets are allocated over their estimated useful lives as
depreciation expense. This is the amount by which capital outlays ($5,538,850) excluding
construction work in progress placed in service ($1,455,875) exceeded depreciation ($1,872,323)
in the current period. 2,210,652

Proceeds of serial bonds, including the amortization of debt premiums, and installment purchase
debt are recorded as other financing sources for governmental funds whereas on the statement
of activities the proceeds of serial bonds and installment purchase debt are reported as
liabilities in the statement of net position. (3,132,262)

Repayment of bond, installment purchase debt and loan are expenditures in the governmental
funds, but these repayments reduce long-term liabilities in the statement of net position.
This is the amount of debt repayments made in the current period. 1,492,478

Revenues that are not available to pay current obligations are not reported in the fund financial
statement, but they are presented as revenues in the statement of activities. (442,704)

The net effect of various miscellaneous transactions involving capital assets is to
decrease net position. (73)

In the statement of activities, interest is accrued on outstanding bonds, whereas in
governmental funds, an interest expenditure is reported when paid. 1,133

Increases/decreases in accrued compensated absences reported in the statement of activities
do not provide for or require the use of current financial resources and therefore are not
reported as revenues or expenditures in the governmental funds. (576)

On the statement of activities the actual and projected long term expenditures for post
employment benefits are reported whereas on the governmental funds only the
actual expenditures are recorded for post employment benefits. (310,257)

Costs associated with the issuance of bonds are an asset in the statement of net position and
are an expense in the governmental funds in the year the bonds are issued. These costs

are amortized over the term of the bonds. (4,646)
Change in net position of governmental activities $ (1,751,046)

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK

STATEMENT OF NET POSITION - ENTERPRISE FUNDS

ASSETS:
Cash and cash equivalents
Cash and cash equivalents - restricted
Accounts receivable
Due from other funds
Due from other governments
Bond issue costs, net
Capital assets not being depreciated

DECEMBER 31, 2012

Capital assets, net of accumulated depreciation

Total assets

LIABILITIES AND NET POSITION:
LIABILITIES:
Accounts payable
Accrued liabilities
Due to other funds
Accrued interest payable
Bond anticipation notes payable
Long-term liabilities:
Due and payable within one year
Due and payable after one year
Total liabilities

NET POSITION:
Net investments in captial assets
Restricted for capital projects
Unrestricted
Total net position

Total liabilities and net position

Sewer Water Total
2,939,808 $ 2,509,864 5,449,762
5,349,523 1,951,402 7,300,925
816,297 769,081 1,585,378
2,094 5774 7,868
135,208 - 135,208
10,121 4,852 14,973
1,771,952 61,152 1,833,104
25,169,888 13,988,726 39,158,614
36,194,981 $ 19,290,851 55,485,832
95403 §$ 35,258 130,661
1,683 154 1,837
3,276 - 3,276
66,503 100,080 166,583
6,760,000 5,140,000 11,900,000
1,041,939 331,607 1,373,546
17,646,901 3,984 936 21,631,837
25,615,705 9,592,035 35,207,740
7,159,910 6,754,289 13,914,199
49,152 92,362 141,514
3,370,214 2,852,165 6,222,379
10,579,276 9,698,816 20,278,092
36,194981 $ 19,290,851 55,485,832

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION - ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2012

Sewer Water Total
OPERATING REVENUES:
Charges for services $ 3,863,146 $ 2997613 $ 6,860,759
Other operating revenues 44 767 14,332 59,099
Total operating revenues 3,907,913 3,011,945 6,919,858
OPERATING EXPENSES:
Salaries, wages and employee benefits 1,177,300 974,865 2,152,165
Contractual expense 852,542 605,965 1,458,507
Depreciation 1,080,714 630,682 1,711,396
Total operating expenses 3,110,556 2,211,512 5,322,068
Operating income : | ‘ 797,357 800,433 1,597,790
NON-OPERATING REVENUES (EXPENSES):
Investment income 13,997 15,480 29,477
Interest expense (272,503) (217,587) (490,090)
Premium on bond anticipation notes 51,003 4,842 55,845
Transfers to other funds (62,000) (238,000) (300,000)
Total non-operating expenses (269,503) (435,265) (704,768)
Change in net postion 527,854 365,168 893,022
Net position - beginning 10,051,422 9,333,648 19,385,070
Net position - ending $ 10,679,276 $ 9,698,816 $ 20,278,092

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK
STATEMENT OF CASH FLOWS - ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2012

Sewer Water Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers $ 3,853,939 $ 2,842466 $ 6,696,405
Cash payments for contractual expenses (426,202) (633,811) (1,060,013)
Cash payments to employees for services (1,158,280) (941,765) (2,100,045)
Other operating revenues 44,767 14,332 59,099
Net cash provided by operating activities 2,314,224 1,281,222 3,595,446
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers to other funds (62,000) (238,000) (300,000)
Net cash used by noncapital financing activities (62,000) (238,000) (300,000)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital assets (1,669,607) (454,440) (2,124,047)
Principal payments on debt (1,124,861) (676,030) (1,800,891)
Interest paid on debt B (251,843) (215,880) (467,723)
Premium on bond anticipation notes 51,003 4,842 55,845
Proceeds from debt issuance 6,260,387 370,798 6,631,185
Net cash provided (used) by capital and related financing activities 3,265,079 (970,710) 2,294,369
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on cash and investments 13,997 15,480 29,477
Net cash provided by investing activities 13,997 15,480 29,477
Net increase in cash and cash equivalents 5,531,300 87,992 v 5,619,292
Cash and cash equivalents - beginning 2,758,121 4,373,274 7,131,395
Cash and cash equivalents - ending $ 8,289,421 $ 4,461,266 $ 12,750,687

Reconciliation of income from operations
- to net cash provided by operating activities:
Income from operations $ 797357 $ 800,433 $ 1,597,790
Adjustments to reconcile income from operations to
net cash provided by operating activities:
Depreciation 1,080,714 630,682 1,711,396
Change in assets and liabilities:
Decrease (increase) in:

Accounts receivable (9,207) (155,147) (164,354)
Due from other funds (2,094) (2,498) (4,592)
Due from other governments 389,429 : - 389,429
Increase (decrease) in:
Accounts payable 39,148 (25,502) 13,646
Accrued liabilities (143) 154 11
Post employment benefits 19,020 33,100 52,120
Net cash provided by operating activities $ 2314224 $ 1,281,222  § 3,695,446

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK
STATEMENT OF NET POSITION- FIDUCIARY FUNDS
DECEMBER 31, 2012

Private
Purpose
Trusts Agency
ASSETS
Cash and cash equivalents $ - % 294,631
Cash and cash equivalents - restricted 19,984 =
Certificates of deposit - 19,622
Due from other funds - 15,473
Total assets . $ 19,984 $ 329,726
LIABILITIES AND NET POSITION:
LIABILITIES:
Agency liabilities $ - % 201,202
Due to other funds - 128,524
Total liabilities - 329,726
NET POSITION:
Reserved for cemetery operations 19,984 -
Total liabilities and net position $ 19,984 $ 329,726

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK
STATEMENT OF CHANGES IN NET POSITION - FIDUCIARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

Private
Purpose
Trusts
Net position - beginning $ 19,984
Net position - ending $ 19,984

See notes to basic financial statements.
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CITY OF GENEVA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of Geneva, New York (the City) have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as
applied to government units, except as otherwise noted. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting and financial
reporting principles. The more significant of the City’s accounting policies are described below.

A. FINANCIAL REPORTING ENTITY

The City reports related organizations under the guidance of the Governmental Accounting Standards
Board. The Standards define the primary government, and redefine and establish the criteria for
which potential component units are included in the reporting entity. The Standards also defines
financial accountability of the primary government as being determined on the basis of fiscal
dependency, appointment of a voting majority of a governing board, ability to impose its will or
potential for the organization to provide specific financial benefits to, or to impose specific financial
burdens on the primary government.

The accompanying basic financial statements include only the operations of the City, since
management has determined that there are no other organizations that meet the criteria for inclusion
in the reporting entity of the City.

In March 2010, the City of Geneva incorporated the City of Geneva Development Corporation (the
Corporation), a local development corporation organized pursuant to Section 1411 of the Not-for-
Profit Corporation Law of the State of New York. The sole member of the Corporation is the City of
Geneva and the formation of the Corporation is to relieve and reduce unemployment, promote and
provide for additional and maximum employment, improve and maintain job opportunities, and lessen
the burden of government and act in the public interest. As of December 31, 2012 the only financial
activity under the Corporation is related to legal and administrative expenses.

JOINT VENTURES - The City participates in various joint ventures with other local municipalities for
the purpose of providing intermunicipal services. These activities are excluded from the financial
statements of all participating municipalities.

B. BASIS OF PRESENTATION

1. GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Statement of Net Position and the Statement of Activities present financial information about
the reporting government as a whole. These statements include the financial activities of the
overall government in its entirety, except those that are fiduciary. The statements distinguish
between governmental and business-type activities. Eliminations have been made to minimize
the double counting of internal transactions. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other exchange and nonexchange transactions.
Business-type activities are financed in whole or in part by fees charged to external parties for
goods or services.

The Statement of Activities presents a comparison between direct expenses and direct revenues
for each function of the City’'s governmental activities. Direct expenses are those that are
specifically associated with and are clearly identifiable to a particular function. Direct revenues
include charges paid by the recipients of goods or services offered by the City, and grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function. Revenues that are not classified as direct revenues, including all taxes, are presented
as general revenues.
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CITY OF GENEVA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.

FUND FINANCIAL STATEMENTS

Fund financial statements of the reporting entity are organized into funds, each of which is
considered to be separate accounting entities. Each fund is accounted for by providing a
separate set of self-balancing accounts that constitute its assets, liabilities, fund equity, revenues,
and expenditures/expenses. Funds are organized into three major categories: governmental,
proprietary, and fiduciary. An emphasis is placed on major funds within the governmental and
proprietary categories. A fund is considered major if it is the primary operating fund of the City or
meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental
or enterprise fund are at least 10 percent of the corresponding total for all funds of that
category or type; and

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental
fund or enterprise fund are at least 5 percent of the corresponding total for all governmental
and enterprise funds combined.

Major Governmental Funds

a. General Fund - the principal operating fund of the City. It is used to account for all financial
resources except those required to be accounted for in another fund.

b. Community Development Fund - used to account for community development block grants
and other federal grants not required to be accounted for in other funds.

c. Capital Projects Fund - used to account for and report financial resources to be used in the
acquisition, construction or renovation of major capital facilities or equipment.

Proprietary Funds

Sewer and Water Funds are used to account for operations that provide water and sewer
services and are financed primarily by user charges for these services.

Fiduciary Fund Types

Fiduciary Fund Types include Private Purpose Trust Funds and Agency Funds. The Private
Purpose Trust Funds and Agency Funds are used to account for assets held by the City in a
trustee capacity or as an agent for individuals, private organizations, and other governments.

Private Purpose Trust Funds are accounted for on the accrual basis. Agency Funds are custodial
in nature (assets equal liabilities) and generally are accounted for on the cash basis, which
approximates the modified accrual basis of accounting.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when the related
cash transaction takes place. Nonexchange transactions, in which the City gives or receives value
without directly receiving or giving equal value in exchange, include property taxes, grants and
donations. On an accrual basis, revenue from property taxes is recognized in the fiscal year for
which the taxes are levied. Revenue from grants and donations are recognized in the fiscal year in
which all eligibility requirements have been satisfied.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The governmental fund statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenues are recognized
when measurable and available. The City considers all revenues reported in the governmental funds
to be available if the revenues are collected within one-year after the end of the fiscal year, with the
exception of property taxes, which the period of availability is sixty days.

Expenditures are recorded when the related fund liability is incurred, except for principal and interest
on general long-term debt, claims and judgments, and post-employment benefits, which are
recognized as expenditures when paid. General capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt are reported as other
financing sources.

In its accounting and financial reporting for proprietary funds, the City follows the pronouncements of
the GASB, as well as applying the provisions of all relevant pronouncements of the Financial
Accounting Standards Board, and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund's principal ongoing operations. The principal operating revenues
for the proprietary funds are as follows: sale of water and treatment of wastewater for the Water and
Sewer Funds. Operating expenses for the proprietary funds include the cost of sales and services,
personnel services, and depreciation of capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

D. PROPERTY TAXES

Real property taxes attach as an enforceable lien on property as of January 1. Taxes are levied upon
budget adoption and are payable in two installments on February 1 and June 1. The City bills and
collects City tax and Ontario County real property taxes on properties within the City. The City also
collects real property taxes of the Geneva City School District which remain unpaid at March 1. The
City pays the County and School District the full amount of their property taxes during the year.

In the fund financial statements, property taxes are recorded as revenue in the period levied to the
extent they are collected within 60 days of year-end.

The City is permitted by the New York State Constitution to levy taxes up to 2% of the most recent 5-
year average full valuation of taxable real property. Taxes for principal and interest on long-term debt
and for budgetary appropriations for capital outlay are excludable. The City is at 33.57% of its
constitutional tax limit.

E. BUDGETARY DATA

1. BUDGET POLICIES - The City Manager prepares a budget for approval by City Council. City
Council holds at least one public hearing on the proposed budget. The City Council adopts a final
budget based upon the proposed budget plus any modifications. Appropriations established by
the budget constitute a limitation on expenditures (and encumbrances) which may be incurred.
Expenditures may not exceed appropriations, which lapse at the end of the fiscal year.
Subsequent transfers or adjustment in the approved budget may be made only by the City
Council or, in certain limited circumstances by the City Manager.

2. BUDGET BASIS OF ACCOUNTING - Budgets are adopted annually on a basis consistent with
accounting principles generally accepted in the United States of America. Appropriations
authorized for the current year are increased by the amount of encumbrances carried forward
from the prior year.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. CASH AND CASH EQUIVALENTS

The City's cash and cash equivalents consists of cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from date of acquisition.

G. RESTRICTED ASSETS

Certain assets are classified on the balance sheet as restricted because their use is limited. The
proceeds of bond or bond anticipation note (BAN) sales can only be used for the stated purpose of
the borrowing and are restricted specifically for that purpose.

H. RECEIVABLES

Receivables are shown net for financial statement presentation purposes. Generally accepted
accounting principles require the establishment of an allowance for uncollectible accounts which has
been provided for loans in the Community Development Fund and taxes in the General Fund. (See
Note 2.,A.,2 and 3)

. DUE TO/FROM OTHER FUNDS

During the course of operations, numerous transactions occur between individual funds that may
result in amounts owed between funds. Those related to goods and services type transactions are
classified as “due to and from other funds.”

The amounts reported on the Statement of Net Position for due to and due from other funds
represents amounts due between different fund types (governmental, enterprise, and fiduciary
activities). Eliminations have been made for amounts due to and due from within the same fund type.
A detailed description of the individual fund balances at year-end is provided subsequently in Note 2.,
A, 4.

J. CAPITAL ASSETS

Government-wide financial statements

In the government-wide financial statements, fixed assets are accounted for as capital assets. All
fixed assets are valued at historical cost, or estimated historical cost if actual is unavailable, except
for donated fixed assets which are recorded at their estimated fair value at the date of donation. Prior
to January 1, 1980, governmental funds’ infrastructure assets were not capitalized. The City has
elected to adopt the more liberal provisions of GASB Statement No. 34 which allows retroactive
reporting of only major general infrastructure assets acquired, significantly reconstructed or that
received significant improvements in fiscal years ending after December 31, 1979. Capital assets are
reported at actual cost for acquisitions subsequent to January 1, 2003.

Capitalization thresholds (the dollar value above which asset acquisitions are added to the capital
asset accounts), depreciation methods, and estimated useful lives of capital assets reported in the
Government-wide statements are as follows:

Capitalization Depreciation Estimated

Threshold Method Useful Life
Land improvements $ 2,000 straight-line 10-50 years
Buildings 50,000 straight-line  25-50 years
Building and site improvements 50,000 straight-line ~ 10-50 years
Infrastructure 100,000 straight-line  25-50 years
Furniture and equipment 5,000 straight-line 3-20 years
Vehicles 20,000 straight-line 5-10 years
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund financial statements

In the fund financial statements, fixed assets used in governmental fund operations are accounted for
as capital outlay expenditures of the governmental fund upon acquisition.

K. DEFERRED OUTFLOWS/INFLOWS OF RESOURCES

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of fund balance that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense/expenditure) until then. The City has no deferred
outflows as of December 31, 2012.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of fund balance that applies to a future period(s) and so will not
be recognized as an inflow of resources (revenue) until that time. The City has one item that qualifies
for reporting in this category. It is deferred tax revenue and is reported only in the governmental fund
balance sheet.

L. INSURANCE

The City has purchased a commercial insurance policy in the amount of $5,000,000 against liability
for most risk including, but not limited to, property damage and personal injury liability. The City
assumes the liability for amounts in excess of the commercial coverage. Judgments and claims are
recorded when it is probable that an asset has been impaired or a liability has been incurred and the
amount of loss can be reasonably estimated.

M. UNEARNED REVENUE

The City reports unearned revenue on its combined balance sheet. Unearned revenue arises when a
potential revenue does not meet both the measurable and available criteria for recognition in the
current period. Unearned revenue also arises when resources received by the City before it has legal
claim to them, as when grant monies are received prior to the occurrence of qualifying expenditures.
In subsequent periods, when both recognition criteria are met, or when the City has legal claim to the
resources, the liability for unearned revenue is removed and revenue is recognized. As of December
31, 2012, unearned revenue in the General Fund consisted of unearned state aid of $1,793,195.
Unearned revenue in the Community Development fund consisted of unearned federal grant funds.
(See Note 2., A, 2).

N. COMPENSATED ABSENCES

Compensated absences are accrued as earned by employees. Upon retirement, employees will be
paid for the number of days accumulated at the rate designated in the employees’ employment
contracts. The amount of compensated absences to be paid with current financial resources under
the modified accrual basis are recorded in the governmental funds. The remaining vested
compensated absences are recorded in the government-wide financial statements for Governmental
Activities and Enterprise Funds.

O. LONG-TERM LIABILITIES

All long-term liabilities to be repaid from governmental and business-type resources are reported as
liabilities in the government-wide statements. The long-term liabilities consist primarily of serial bonds
payable, installment purchase debt, loans payable, compensated absences and post employment
benefit liabilities.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Long-term liabilities for governmental funds are not reported as liabilities in the fund financial
statements. The debt proceeds are reported as other financing sources and payment of principal,
interest and other long-term obligations are reported as expenditures.

P. POST EMPLOYMENT BENEFITS

In addition to providing pension benefits, the City provides health insurance coverage for retired
employees as described at Note 2., B., 2.

Q. INTERFUND TRANSFERS

The operations of the City give rise to certain transactions between funds, including transfers of
expenditures and revenues to provide services and construct assets.

R. FUND EQUITY

Government-wide financial statements

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

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

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

c. Unrestricted net position - All other net positions that do not meet the definition of the above two
classifications and are deemed to be available for general use by the City.

Fund financial statements

In the fund statements there are potentially five classes of fund balances to be reported including
nonspendable, restricted, committed, assigned and unassigned. These classes are explained further
in Note 2., C.

S. USE OF ESTIMATES IN PREPARATION OF FINANCIAL STATEMENTS

The preparation of financial statements in accordance with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

T. NEW ACCOUNTING PRONOUCEMENTS

In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources and Net Position, which establishes standards for
reporting deferred outflows and deferred inflows of resources and net position. The statement
requires reporting of deferred outflows of resources (consumption of net position applicable to future
periods) and deferred inflows of resources (acquisition of net position applicable to future periods) in
separate sections of the balance sheet following assets and liabilities. The difference between assets
plus deferred outflows of resources less liabilities plus deferred inflows of resources equals net
position and net position should be displayed in three components as: net investment in capital
assets, restricted and unrestricted. GASB Statement No. 63 is effective for financial statement
periods beginning after December 15, 2011. The City adopted the provisions of the statement in
2012 on a retroactive basis by renaming certain balance sheet elements for all periods presented.
The adoption of GASB Statement No. 63 did not materially affect the City’s financial statements.

Additionally, during the year ended December 31, 2012, the City completed the process of evaluating
the impact that will result from adopting GASB Statements No. 57, OPEB Measurements by Agent
Employers and Agent Multiple-Employer Plans, No. 60, Accounting and Financial Reporting for
Service Concession Arrangements, No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, and No. 64,
Derivative Instruments: Application of Hedge Accounting Termination Provisions — an amendment of
GASB Statement No. 53, effective for the year ending December 31, 2012. GASB Statements No.
57, 60, 62 and 64 did not have a material impact on the City’s financial position or results from
operations.

The GASB has issued the following new statements:

e Statement No. 61, The Financial Reporting Entity: Omnibus—an amendment of GASB
Statements No. 14 and No. 34, which will be effective for the year December 31, 2013;

e Statement No. 65, Items Previously Reported as Assets and Liabilities, which will be effective
for the year ending December 31, 2013;

e Statement No. 66, Technical Corrections—20712—an amendment of GASB Statements No.
10 and 62, which will be effective for the year ending December 31, 2013;

e Statement No. 67, Financial Reporting for Pension Plans—an amendment of GASB
Statement No. 25, which will be effective for the year ending December 31, 2014;

e Statement No. 68, Accounting and Financial Reporting for Pensions—an amendment of
GASB Statement No. 27, which will be effective for the year ending December 31, 2015;

e Statement No. 69, Government Combinations and Disposals of Government Operations,
which will be effective for the year ending December 31, 2014.

The City is currently reviewing these statements and plans on adoption, as required.

NOTE 2 - DETAIL NOTES ON ALL FUNDS AND ACCOUNTS GROUPS

A. ASSETS
1. DEPOSITS AND INVESTMENTS

The City’s investment policies are governed by State statutes. In addition, the City has its own
written investment policy. City monies must be deposited in FDIC insured commercial banks or
trust companies located within the State. Permissible investments include demand accounts and
certificates of deposit, obligations of the U.S. Treasury and U.S. Agencies, repurchase
agreements and obligations of New York State or its localities.
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NOTE 2 - DETAIL NOTES ON ALL FUNDS AND ACCOUNTS GROUPS (Continued)

Collateral is required for demand deposits and certificates of deposits not covered by federal
deposit insurance. Obligations that may be pledged as collateral are obligations of the United
States and its agencies and obligations of the State and municipalities and school districts.

The City’s aggregate bank balances were fully collateralized at December 31, 2012.
Investment and Deposit Policy

The City implemented Governmental Accounting Standards Board Statement No. 40, Deposit
and Investment Risk Disclosures.

The City follows an investment and deposit policy, the overall objective of which is to adequately
safeguard the principal amount of funds invested or deposited; conformance with federal, state
and other legal requirements; and provide sufficient liquidity of invested funds in order to meet
obligations as they become due. Oversight of investment activity is the responsibility of the City
Comptroller.

Interest Rate Risk

Interest rate risk is the risk that the fair value of investments will be affected by changing interest
rates. The City’s investment policy does not limit investment maturities as a means of managing
its exposure to fair value losses arising from increasing interest rates.

Credit Risk

The City’s policy is to minimize the risk of loss due to failure of an issuer or other counterparty to
an investment to fulfill its obligations. The City’s investment and deposit policy authorizes the
reporting entity to purchase the following types of investments:

e Interest bearing demand accounts.

e Certificates of deposit.

e Obligations of the United States Treasury and United States agencies.
e Obligations of New York State and its localities.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a failure of a depository financial institution, the
reporting entity may not recover its deposits. In accordance with the City’s investment and
deposit policy, all deposits of the District including interest bearing demand accounts and
certificates of deposit, in excess of the amount insured under the provisions of the Federal
Deposit Insurance Act (FDIC) shall be secured by a pledge of securities with an aggregate value
equal to 102% of the aggregate amount of deposits. The City restricts the securities to the
following eligible items:

e Obligations issued, fully insured or guaranteed as to the payment of principal and interest, by
the United States Treasury and United States agencies.

e Obligations issued or fully insured or guaranteed by New York State and its localities.
2. LOANS RECEIVABLE

The loans receivable recorded in the Community Development Fund represent revolving loans
receivable issued under the City's Community Development Block Grant programs and those
passed through the U.S. Department of Housing and Urban Development. Loans outstanding as
of December 31, 2012 under both programs amounted to $7,102,948, against which an
allowance of $559,471 for uncollectible loans has been recorded.
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Unearned revenue of $2,045,112 has been recorded in the Community Development Fund in
connection with an Urban Development Action Grant (UDAG) grant/loan program. The revenue
is deferred until such time that payments are received under the program, at which time the funds
are to be used for other projects eligible under the program.

3. RECEIVABLES

Major revenues accrued by the City at December 31, 2012, include the following:

General Fund:

School Resource Officer $ 100,936
Occupancy tax 38,019
Franchise fees 84,815
Police and court security 81,419
Miscellaneous receivables 106,560
Total accounts receivable $ 411,749
Taxes receivable current 3 178,698
Taxes receivable overdue 192,305
City School taxes receivable 192,290
Property acquired for taxes 170,076
Allowance for uncollectible taxes (117.303)
Total taxes receivable $ 616,066
Sales tax $ 327,750
Miscellaneous receivables 8,463
Total due from other governments 3 336,213
Community Development Fund:
Loans receivable $ 7,102,948
Allowance for receivables (559.471)
Total loans receivable $_6543477
Capital Projects:
CHIPS $ 223,570
Water:
Water rents receivable $ 25,751
Unbilled receivables 743,330
Total accounts receivable $ 769,081
Sewer:
Sewer rents receivable $ 53,309
Unbilled receivables 762,739
Miscellaneous receivables 249
Total accounts receivable $ 816,297
Town of Waterloo $__ 135208
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4. INTERFUND ACTIVITY

Interfund activities at December 31, 2012 are as follows:

Interfund Interfund Interfund Interfund
Receivables Payables Revenues Expenditures
General Fund $ 124624 $ 16,165 $ 300,000 % -
Sewer Fund 2,094 3,276 - 62,000
Water Fund 5774 - - 238,000
Agency Fund ’ 15473 128,524 - -
Total $_ 147,965 $_147965 $ 300,000 $ 300,000

Transfers among funds are provided for as part of the annual budget process and related to

chargeback’s for administrative services.
5. CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2012, was as follows:

Balance
01/01/12 Additions Disposals

Governmental activities:
Capital assets, not being
depreciated:

Land $ 760,010 $ - $ -
Construction work in
progress 1,543,328 213,560 1.455.875
Total capital assets, not
being depreciated 2,303,338 213,560 1,455,875
Capital assets, being depreciated:
Land improvements 46,448 - -
Buildings 10,795,321 - -
Vehicles & equipment 6,611,255 702,427 133,165
Infrastructure 28,545,212 4,622,863 -
Total capital assets, being
depreciated 45,998,236 5,325,290 133,165
Less accumulated depreciation
Land improvements 8,128 2,322 -
Buildings 5,950,900 906,395 -
Vehicles & equipment 4,780,780 235,999 133,092
Infrastructure 8.381.108 727,607 -

Total accumulated
depreciation 19,120,916 1,872,323 133.092

Total capital assets, being
depreciated, net 26,877,320 3,452,967 73

Governmental activities capital
assets, net $.29,180658 $_ 3666527 $_ 14450948
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Balance Balance
01/01/12 Additions Disposals 12/31/12
Business-type activities:
Capital assets, not being
depreciated:
Land $ 350,547 $ - % - $ 350,547
Construction work in
progress 1,241,082 1,498,903 1,257,428 1,482,557
Total capital assets, not
being depreciated 1,591,629 1,498,903 1,257,428 1,833,104
Capital assets, being depreciated:
Buildings 5,733,199 - - 5,733,199
Vehicles & equipment 7,068,885 126,834 - 7,195,719
Infrastructure 43,492 134 1,755,738 - 45,247 872
Total capital assets, being
depreciated 56,294,218 1,882,572 - 58,176,790
Less accumulated depreciation
Buildings 2,806,578 321,908 - 3,128,486
Vehicles & equipment 6,393,252 606,836 - 7,000,088
Infrastructure 8,106,950 782,652 - 8,889,602
Total accumulated depreciation 17,306,780 1,711,396 - 19,018,176
Total capital assets being
depreciated, net 38,987,438 171,176 - 39,158,614
Business-type activities capital
assets, net $_40,579.067 $_ 1,670,079 $_ 1257428 $_40,991.718

Depreciation expense was charged to functions as follows:

Governmental activities:

General government $ 71,042
Public safety 130,973
Transportation 1,202,808
Economic assistance and opportunity 276
Culture and recreation 467,156
Home and community service 68

Total governmental activities depreciation expense 1,872,323

Business-type activities:

Home and community service 1,711,396
Total depreciation expense $__3,583.719
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B. LIABILITIES

1.

PENSION PLANS

PLAN DESCRIPTIONS

The City of Geneva participates in the New York State and Local Employees’ Retirement System
(ERS) and the New York State and Local Police and Fire Retirement System (PFRS). These are
cost-sharing multiple-employer, public employee retirement systems. The Systems provide
retirement benefits as well as death and disability benefits. Obligations of employers and
employees to contribute and benefits to employees are governed by the New York State
Retirement and Social Security Law (NYSRSSL). As set forth in the NYSRSSL, the Comptroller
of the State of New York (Comptroller) serves as sole frustee and administrative head of the
Systems. The Comptroller shall adopt and may amend ‘rules and regulations for-the
administration and transaction of the business of the Systems and for the custody and control of
their funds. The Systems issue a publicly available financial report that includes financial
statements and required supplementary information. That report may be obtained by writing to
the New York State and Local Retirement Systems, 110 State Street, Albany, NY 12244,

FUNDING POLICY

The System is noncontributory except for employees who joined the System after July 27, 1976
who contribute 3.0% to 3.5% of their salary. With the exception of ERS tier V and VI employees,
employees in the system more than ten years are no longer required to contribute. In addition,
employees contribution rates under ERS tier VI vary based on a sliding salary scale. For the New
York State and Local Employees’ Retirement System, the Comptroller shall certify annually the
rates expressed as proportions of payroll of members, which shall be used in computing the
contributions required to be made by employers to the pension accumulated fund.

The City of Geneva is required to contribute at an actuarially determined rate. The required
contributions for the current year and two preceding years were:

ERS PERS
2012 $ 797,221 $ 942,711
2011 623,050 788,251
2010 485,074 608,584

The City of Geneva contributions made to the Systems were equal to 100 percent of the
contributions required for each year. The City chose to prepay the required contributions by
December 15, 2012 and received an overall discount of $7,174 and $8,484 for ERS and PFRS,
respectively.

POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)
a. PLAN DESCRIPTION

The City of Geneva, New York (the City), administers the City of Geneva Retiree Medical,
Dental and Life Insurance Plan (the Plan) as a single-employer defined benefit Other Post
Employment Benefit plan (OPEB). The Plan provides for continuation of medical, dental and
life insurance benefits for certain retirees and their spouses and can be amended by action of
the City subject to applicable collective bargaining and employment agreements. The Plan
does not issue a stand alone financial report since there are no assets legally segregated for
the sole purpose of paying benefits under the Plan.
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b.

FUNDING POLICY

The obligations of the plan members, employers and other entities are established by action
of the City pursuant to applicable collective bargaining and employment agreements. The
required contribution rates of the employer and the members vary depending on the
applicable agreement. The employer currently contributes enough money to the plan to
satisfy current obligations on a pay-as-you-go basis. The costs of administering the plan are
paid by the City.

ACCOUNTING POLICY

The accrual basis of accounting is used. The fair market value of assets, if any, is
determined by the market value of assets, if any, paid by a willing buyer to a willing seller.

ANNUAL OPEB COST AND NET OPEB OBLIGATION

The City's annual other post employment benefit (OPEB) cost (expense) is calculated based
on the annual required contribution of the employer (ARC). The City has engaged an actuary
to calculate the ARC and related information per the provisions of GASB Statement No. 45
for employers in plans with more than one hundred total plan members. The ARC represents
a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each
year and to amortize any unfunded actuarial liabilities (or funding excess) over a period not to
exceed thirty years. The following table shows the components of the City's annual OPEB
cost for the year, the amount actually contributed to the plan, and the City's net OPEB
obligation to the Retiree Health Plan at December 31, 2012:

Fiscal Year Ending

Annual OPEB Cost and Net OPEB Obligation 12/31/12
Normal Cost $ 375,904
Amortization of UAL 766,446
Interest -
Annual Required Contribution 1,142,350
Interest on OPEB Obligation 113,016
Adjustment to Annual Required Contribution (103.929)
OPEB Expense 1,151,437 |
Net OPEB contributions made during the fiscal year (789,060)
Net OPEB obligation for the current fiscal year 362,377
Net OPEB obligation at beginning of year 2511471
Net OPEB obligation at end of year $_2.873.848
Percentage of expense contributed 68.5%

FUNDED STATUS AND FUNDING PROGRESS

As of December 31, 2011, the actuarial accrued liability for benefits was $18,791,100, all of
which was unfunded. The covered payroll (annual payroll of active employees covered by
the plan) was $5,508,607, and the ratio of the unfunded actuarial accrued liability to the
covered payroll was 341.12%. The total post employment health insurance cost to the City
for 114 retirees was $789,060 for the year ended December 31, 2012.
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The projection of future benefit payments for an ongoing plan involves estimates of the value
of reported amounts and assumptions about the probability of occurrence of events far into
the future. Examples include assumptions about future employment, mortality, and the
healthcare cost trend. Amounts determined regarding the funded status of the plan and the
annual required contributions of the employer are subject fo continual revision as actual
results are compared with past expectations and new estimates are made about the future.
The schedule of funding progress, presented as required supplementary information on page
A30, presents the funded status of the Plan.

f. METHODS AND ASSUMPTIONS

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and plan members) and include the types of benefits
provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to the point. The methods and assumptions used
include techniques that are designed to reduce the effects of short-term volatility in actuarial
accrued liabilities and the actuarial value of assets, consistent with the long-term perspective
of the calculations. The following assumptions were made:

The December 31, 2011 actuarial valuation, with a valuation date of January 1, 2011, utilized
the entry age actuarial cost method. The actuarial assumptions included a 4 percent
investment rate of return (net of administrative expenses), which is the expected short-term
investment rate of the City’s own assets, and an annual healthcare cost trend of 4.2 percent
initially. Both rates included a 3 percent inflation assumption. The UAAL is being amortized
as a level percentage of projected payrolls on an open basis. The remaining amortization
period is twenty-seven years.

3. SHORT-TERM DEBT

BOND ANTICIPATION NOTES - Notes in anticipation of proceeds from the subsequent sale of bonds
are recorded as a current liability of the fund that will actually receive the proceeds from the issuance
of the bonds. Such notes may be classified as a long-term liability when (1) the intention is to
refinance the debt on a long-term basis and (2) the intention can be substantiated, through a post
balance sheet issuance of long-term debt or by an acceptable financing agreement. State law
requires that bond anticipation notes issued for capital purposes be converted to long-term financing
within five years after the original issue date. '

Interest expenditures for short-term debt are recognized on an accrual basis, when amounts become
due and payable. Interest expense for short-term debt amounted to $124,874 for the year ended
December 31, 2012, and was recorded in the Capital Projects, Water and Sewer Funds.

Transactions in short-term debt for the year are summarized below:

Balance at Balance at
01/01/12 Issued Redeemed 12/31/12
Governmental activities:
BAN maturing 02/07/13 at 1.5% $ 796,993 $ - 9% 41993 $ 755,000
BAN maturing 02/07/13 at 1.5% 642,610 - 37,610 605,000
BAN maturing 02/07/13 at 1.5% - 477,620 - 477,620
Total governmental activities $_ 1439603 $__477620 $ 79,603 $_1.837.620

A24



CITY OF GENEVA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 2 - DETAIL NOTES ON ALL FUNDS AND ACCOUNTS GROUPS (Continued)

Business-type activities:

Water
BAN maturing 02/07/13 at 1.5% $ 207,916 $ - $ 12916 $ 195,000
BAN maturing 02/07/13 at 1.5% 467,936 - 22,936 445,000
BAN maturing 02/07/13 at 1.5% 4,712,568 - 212,568 4,500,000
Total Water 5,388,420 - 248,420 5,140,000
Sewer ;
BAN maturing 02/07/13 at 1.25% - 6,140,000 - 6,140,000
BAN maturing 02/07/13 at 1.5% 231,112 - 11,112 220,000
BAN maturing 02/07/13 at 1.5% 423,461 - 23.461 400,000
Total Sewer 654,573 6,140,000 34,573 6,760,000
Total business-type activities $__6.042,993 $.6,140,000 $__282,993 $_11,900,000

4. LONG-TERM LIABILITIES

a.

SERIAL BONDS - The City borrows money in order to acquire land or equipment or construct
buildings and improvements. This enables the cost of these capital assets to be borne by the
present and future taxpayers receiving the benefit of the capital assets. These long-term
liabilities are full faith and credit debt of the City. The provision to be made in the future budgets
for capital indebtedness represents the amount, exclusive of interest, authorized to be collected in
future years from taxpayers and others for liquidation of the long-term liabilities. During the
current year, the City recognized $631,615 of expenditures for serial bonds interest.

OTHER LONG-TERM LIABILITIES - In addition to the above long-term liabilities, the City had a
non-current liability for compensated absences, (see Note 1., M.) which represents the value of
the earned and unused portion of the liability for compensated absences, post employment
benefits (Note 1.,0.), installment purchase debt, and a HUD 108 Loan Payable, which are
payments owed to the Department of Housing and Urban Development. During the current year,
the City recognized $190,771 of interest expenditures related to other liabilities.

The following is a summary of changes in long-term liabilities for the year ended December 31,
2012:

Balance Balance Due Within
01/01/12 Additions Payments 12/31/12 One Year

Governmental activities:
General obligation debt:
Serial bonds $ 7684765 $ - $1,210,765 $ 6,474,000 $ 943,500
Plus unamortized

premium 12,924 - 1,988 10,936 1,988
Other liabilities:

Compensated

absences 354,276 3,069 9,206 348,139 34,814
Loan payable 526,000 - 100,000 426,000 100,000
Post-employment

benefits 2,090,840 985,828 675,571 2,401,097
Installment

purchase debt 134,546 3,134,250 181.713 3,087,083 190,515

Total government

activities 10,803,351 4123147 2,179,243 12,747,255 1,270,817
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Business-type activities:
General obligation debt:

Serial bonds 23,455,133 - 1,444,787 22,010,346 1,342,052
Plus unamortized
premium 18,394 - 2,830 15,564 2,830
Other liabilities:
Compensated
absences 39,215 2,720 2,720 39,215 3,926
Post-employment
benefits 420,631 165,609 113,489 472,751 -
Installment
purchase debt 49433 491,185 73,111 467,507 24,738
Total business-
type activities 23,982,806 659,514 1,636,937 23,005,383 1,373,546

Total long-term
liabilities

$.34,786,157 $__4.782.661

$3.816,180 $.35752,638 $_2,644,363

== == — .

d. LONG-TERM DEBT MATURITY SCHEDULE - The following is a summary of debt with

corresponding maturity schedules:

Original
Issue
Issue Description Date
Serial bonds payable 01/93
Serial bonds payable 12/94
Refunded serial
bonds payable 10/11
Serial bonds payable 07/00
Serial bonds payable 05/04
Serial bonds payable 05/05
Serial bonds payable 11/05
Serial bonds payable 05/07
Serial bonds payable 11/08
Serial bonds payable 05/10
Serial bonds payable 0511

Total serial bonds

01/11
01/11
09/06

Installment purchase debt
Installment purchase debt
HUD 108 loan payable

Total Indebtedness

There is a statutory debt limit applicable to City's within New York State.

compliance with this debt limit.

Maturity
05/15/13

05/156/15

05/15/18
07/15/30
05/15/14
05/15/24
11/15/17
05/15/21
05/27/38
05/15/28
05/15/25

01/14/26
06/30/15
08/01/17

Principal

Outstanding

Interest Rate at 12/31/12
3.15% $ 35,000
4.80% 290,000
2.00%-3.00% 1,000,000
4.26%-5.74% 725,000
4.20%-4.75% 915,000
3.75%-4.00% 2,230,000
3.86%-4.25% 150,000
3.75%-4.00% 2,070,000
0.00% 11,844,346
3.25%-4.00% 8,120,000
3.75%-4.25% 1,105,000
28,484,346
4.474% 3,450,666
6.50% 103,924
Various 426,000
$__32.464 936

The City is in

e. The following is a summary of maturing debt service requirements for the City’s serial bonds,
loans payable, and installment purchase debt:

A26



CITY OF GENEVA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 2 - DETAIL NOTES ON ALL FUNDS AND ACCOUNTS GROUPS (Continued)

Installment
Serial Bonds Loans Payable Purchase Debt
Fiscal Year Principal  Premium Net Interest Principal Interest Principal Interest
2013 $ 2285552 $ 4818 $ 2,290,370 $ 577,407 $ 100,000 $ 21,698 $ 215253 $ 161,243
2014 2,200,552 4,818 2,205,370 513,367 100,000 16,648 225,575 150,920
2015 2,145,552 4,818 2,150,370 451,504 100,000 11,578 235,736 140,760
2016 2,010,552 4,818 2,015,370 394,484 100,000 6,488 208,210 128,772
2017 1,855,552 4,818 1,860,370 343,405 26,000 1,378 217,526 119,456
2018-2022 8,002,760 2,410 8,005,170 1,035,768 - - 1,242,630 442,280
2023-2027 4,572,760 - 4,572,760 283,974 - - 1,209,660 138,270
2028-2032 2,677,760 - 2,677,760 12,117 - - - =
2033-2037 2,277,755 - 2,277,755 - - - & “
2038 455 551 - 455,551 - - - - -

Total $_28.484.346 $_26,500 $.28,510,846 $_3,612,026 $_426,000 $_ 57,790 $_3,554,590 $1,281.701

5.

f.  Bond issue costs have been capitalized and are being amortized in the government-wide financial
statements. The following is a summary of the amortization of those expenses:

Issue

Costs
2013 $ 7,368
2014 7,368
2015 7,368
2016 7,368
2017 7,368
2018 3,683
$__ 40,523

OPERATING LEASE

The City of Geneva entered into a fifteen year operating lease agreement as of August 6, 1998 to
lease a firehouse. The lease requires annual payments ranging from $192,850 to $197,675. Rental
expense under this lease amounted to $194,800 for the year ended December 31, 2012. The
following is a schedule of minimum required lease payments for the years subsequent to 2012:

2013 o $___195175

. ]

FUND BALANCES

As of December 31, 2012, fund balances on the fund basis statements of the governmental activities
are classified as follows:

Nonspendable - amounts that cannot be spent because they are either not in spendable form or
legally or contractually required to be maintained intact. As of December 31, 2012, the City had
no nonspendable fund balances.

Restricted - amounts with constraints placed on the use of resources either externally imposed by
creditors, grantors, contributors or laws or regulations of other governments; or imposed by law
through constitutional provisions or enabling legislation.

Committed - amounts that can only be used for the specific purposes pursuant to constraints

imposed by formal action of the City’s highest level of decision making authority, i.e., the City
Council. As of December 31, 2012, the City had no committed fund balances.
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Assigned - amounts that are constrained by the City’s intent to be used for specific purposes, but
are neither restricted nor committed. The assigned category includes funds encumbered and
appropriation of fund balances. The City did not have any encumbrances as of December 31,
2012.

Unassigned - all other spendable amounts that do not meet the definition of the above four
classifications and are deemed fo be available for general use by the City.

As December 31, 2012, governmental fund balances were classified as follows:

Capital Community

General Projects Development Total
Restricted:
Capital Projects $ 648,951 $ - % - $ 648,951
Debt Reserve 200,229 - - 200,229
Other 56,656 - - 56,656
Community Development - - 4,358,966 4,358,966
Assigned
Subsequent years’ expenditures 32,500 - - 32,500
Unassigned (deficit):
General Fund 1,045,798 - - 1,045,798
Capital Projects = (2.041.536) - (2,041.536)
Total $.1.984,134 $_(2,041,536) $_4,358,966 $_4.301,564

As of December 31, 2012, the City had not adopted a formal spending policy, therefore, the use of
fund balance will be spent in the following order as required under the provisions of GASB Statement
No. 54: restricted, committed, assigned and then unassigned.

NOTE 3 - STEWARDSHIP, COMPLIANCE, ACCOUNTABILITY

A. Overdrawn Appropriations

Expenditures for the year ended December 31, 2012 exceeded appropriations in the General Fund
for general government, public safety, economic assistance, culture and recreation, home and
community services, debt principal and debt interest by $593,228, $559,167, $266,317, $336,
$263,429, $291,213 and $154,483, respectively. Total expenditures exceeded appropriations for the
fiscal year ended December 31, 2012.

B. Deficit Fund Balance

The City reported a deficit fund balance at December 31, 2012 in the Capital Projects Fund in the
amount of $2,041,536. The deficit will be eliminated through permanent financing and permanent
transfers from the General Fund.

NOTE 4 - COMMITMENTS AND CONTINGENCIES

A. RISK FINANCING AND RELATED INSURANCE
Workers’ Compensation Plan

The City is a participant in the Ontario County Self-Insurance Workers’ Compensation Plan (the
Plan). The Plan was established under the provisions of Workers’ Compensation Law of the State of -
New York and is administered and sponsored by its predominant participant, Ontario County. The
Plan is a public entity risk pool and provides the City the opportunity to participate in a cooperative
program for providing workers’ compensation benefits to its employees.
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The City is one of 27 municipal corporations that participate in the Plan. Eligible participants may
become members upon filing with the County Board of Supervisors a copy of the resolution of the
prospective member's governing board electing participation in the Plan on or before July 15
Voluntary withdrawal from the Plan is effective only once annually.

Withdrawal from the Plan is effective at the end of the operating year upon filing with the County
Board of Supervisors a copy of the resolution of the member's governing board electing to withdraw
from the Plan on or before July 15™ of the prior year. Currently, the Plan does not provide for
payment of remaining financial obligations upon withdrawal of an entity. It is the intent of the County
Board of Supervisors to evaluate, on a case by case basis, an entity’s share of Plan liabilities once it
elects out of the Plan. Contributions to the Plan are determined annually based upon claim payment
experience, the number of employees of a participant, real property tax assessments, cash flow and
bi-annual actuarial studies.

No refunds or assessments, other than periodic premiums, are charged to the participant
organizations. In the event that the Plan’s assets are not sufficient to meet its liabilities, the
deficiency would be built into the Plan’s ensuing year's budget. The Plan has established reserve
liabilities which provide for current claim expenses. At December 31, 2012, the Plan sponsor
determined that the reserves were considered adequate to cover discounted future claim liabilities.

NOTE 5 - SUBSEQUENT EVENTS

Subsequent to year-end, the City issued bond anticipation notes in the amount of $913,000 for various
park improvements at an interest rate of 1.00% and a maturity date of April 2014. The City also renewed
a bond anticipation note in February 2013 for various projects. The bond anticipation note was in the
amount of $13,165,000 with an interest rate of 1.50% and maturity date of February 2014.
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Schedule of Funding Progress

Actuarial Accrued Liability
Actuarial Value of Assets
Unfunded Actuarial Accrued Liability

W=

4. Funded Ratio (2. divided by 1.)
5. Annual Covered Payroll

6. Ratio of Unfunded Actuarial Accrued
Liability to Covered Payroll

Schedule of Employer Contributions

December 31, 2008
December 31, 2009
December 31, 2010
December 31, 2011
December 31, 2012

Actuarial Valuation Date

01/01/11 01/01/09 01/01/07
$ 18,791,100 $ 19,198,213 $ 31,332,022
18,791,10(; 19,198,21?: 31,332,022—
0.00% 0.00% 0.00%
5,508,607 6,529,816 6,170,656
341.12% 294.01% 507.76%
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REVENUES:
Real property taxes
Real property tax items
Non-property tax items
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Miscellaneous local sources
State sources

Total revenues

EXPENDITURES:
General government
Public safety
Transportation
Economic assistance and opportunity
Culture and recreation
Home and community services
Employee benefits
Debt service:
Principal
Interest

Total expenditures
Excess (deficit) of revenue over expenditures

OTHER FINANCING SOURCES (USES):
Interfund transfers in

Total other financing sources (uses)
Net change in fund balance
Fund balance - beginning

Fund balance - ending

Variance
Original Modified Favorable

Budget Budget Actual _(Unfavorable)
6,300,000 $ 6,300,000 $ 6,763,689 463,689
962,379 962,379 486,133 (476,246)
3,085,000 3,085,000 3,494,152 409,152
570,000 570,000 565,285 (4,715)

- - 371,203 371,203

55,500 55,500 266,120 210,620
121,000 121,000 102,046 (18,954)
55,000 55,000 51,807 (3,193)
5,000 5,000 138,978 133,978
1,377,000 1,377,000 232,313 (1,144,687)
2,257,500 2,257,500 2,806,893 549,393
14,788,379 14,788,379 15,278,619 490,240
1,430,829 1,430,829 2,024,057 (593,228)
5,652,715 5,652,715 6,111,882 (559,167)
1,863,154 1,863,154 1,542,935 320,219
25,000 25,000 291,317 (266,317)
1,398,000 1,398,000 1,398,336 (336)
396,442 396,442 659,871 (263,429)
2,868,986 2,868,986 2,076,528 792,458
1,280,868 1,280,868 1,572,081 (291,213)
272,385 272,385 426,868 (154,483)
15,088,379 15,088,379 16,103,875 (1,015,496)
(300,000) (300,000) (825,256) (525,256)
300,000 300,000 300,000 -
300,000 300,000 300,000 -

- - (525,256) (525,256)

- - 2,509,390 2,509,390

- $ - $ 1,984,134 % 1,984,134
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