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INDEPENDENT AUDITOR’S REPORT

The President and Members of the Council of the City.of Batavia
Batavia, New York -

Report on the Financial Statements

We have audited the accompanying financial statements of the government‘_a'l activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Batavia, New York
(the City), as of and for the year ended March 31, 2013, and the related notes {o the financial statements,
which collectively comprlse the C1ty s basic fi nancaai statements as listed i the table of contents.

Management’s ReSponslb:hty for the Fmancual Statements '

Management s respons:ble for the preparation- and fair presentatlcn of these: financial staterents 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
presentatton of financial statements that are free from materlal misstatement, whether due to fraud or
error .

-Audltor s Responsrbmty

- Qur respons:blhty is fo express opinions on these financial statements based on our audit, We conducted-
olir audit in accordance with auditing standards generaiiy accepted in the United _Sia_tes of America and
the-standards applicable to financial audits contained in Government Audztmg Standards Issued by the
. Comptroller General of the United States of America: Those standards require that we pian and perform
the audit to obtain reasonable assurance about whether the financial statements are: free from material
misstatement

An_.aud}"t ‘Envo!ves performing. procedures (o obtain audit 2vidence about the amounts and disclosures in
the financial staternents. 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 infernal control relevant to the Gity's
préparation and falr presentation of the financial statements in order to de&mgn audit procedures that are
appropriate in the circumstances but not for the purpose of expressmg 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 accountlng policies used and the reasonablensss of significant accounting
estirates made by management, as well as evaluating the overall presentatlon of the financial
statements. .

We believe that the audit evidente we have obtained Is' sufficient and appropnate fo provide a bas:s for
our audit opiniens.

Opinions

in our opinion, the financial statements referied to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-ype activities, each major fund
and the aggregate remaining fund information of the City, as of March 31, 2013, and the respective
changes in financial position 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 management's
discussion and analysis, budgetary compatison schedules and schedule of funding progress for refiree
health plan on pages 1-21, A35 and A36 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial siatemenis, is required by the Govemmental
Accounting Standards Board who considers it fo be an essentia! part of firancial reporting for placing the
~ basic financial statements in an appropriate operational, economic, or histofical confext. We have applied

certain limited procedures to the required supplementary information in accordance with audltzng '
standards generally accepted in the Unpiied States of America, which con&sted 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 finaricial statements, and other
knowledge we obtained during our audit of the basic financlal statements; We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient eviderice fo express an opinion or provide any asstirancs,

Other Reporiing Required by Government Audifing Standards

-In accordance with Government Audifing Standards, we have also issued our report dated July 15, 2013
on olir consideration of the Cily's internal control over financial reporting and on our fests of its
compliarice with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reportmg and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed i
accordance with Government Auditing Standards in considering the City's intemal control over financia
reporting and compliance, .

Fiod Mapicac, fe.
Batavia, New York
July 15, 2013

FreedMaxickeasec



Management’s Discussion and Analysis
City of Batavia, New York
Fiscal Year ended March 31, 2013

This section of City of Batavia, New York's {the Cily) annual financial report presents its
discussion and analysis of the C[tys financial performance during the fiscal year ended March 31,
2013, Please read it in conjunction with the City's financial statements, which immediately follow
this section.

Preliminary Sumimary

In the fiscal year ending March 31, 2013, the City continued to move forward cautiously in &
positive direction towards a healthy and stable financial condition. This is the fifth consecutive
year the City has mainiained a positive unassigned fund balance; however, short and long-term
challenges such as, increasing refirement costs, active and refiree healthcare costs, nor-growth
tax base and state mandates (ie. the property tax cap) may be problematic.

In reviewing the attached financial statements, it is important to understand the critical points of
achigvement over the past year that have assisted the City with improving its financial stability.
These points include!

> Acontinued generat fund surplus
» Healthy operations in general, water and sewer funds

» The commitment of Unexpected revenue to reserve funds for one-time equipment
purchases and Infrastructure and fagility improvements

> The formal adoption of fiscal policies such as a Fund Balance Policy and monthly financial
monitoring

These efforts along with continued expense monitoring and revenue improvements have assisted
in regaining long term fiscal solvency, while building fund balance and investing in capital
eauipment, city facliities, and infrastructure.

Finangial Highlights

> Asshown on page A7, there was a general fund surplus before transfers in the amount of
$217,542 at March -31, 2013, This was largely related to conservalive budgeting
practices.

¥ Despite utilizing over $1 million of reserve funding for capital equipment, compensated
absence pay outs and unanticipated retirement costs, the general fund was able to
generate sufficient revenues to further build reserves and unassigned fund balance for
anticipated liabiliies/costs in fulure years. Totfal net fund balance increased by $294,107.

» Adopting a Fund Balance Policy and increasing financial reporting to the City Councll
supported the City's comrhitment to conservative budgeting and strong fiscal planning.

» New York State AIM (Aid and Incentives for Municipaiities) decreased by 2.4%, or
$43,363, in the fiscal year ending March 31, 2013. Since fiscal year ending March 31,
2011 New York State reduced AIM by 6.9% or $109,949. Meanwhile New York Staté
retirement costs have increased 39.7% or $486,748.



Overview of the Financial Statements

This aniniat report consists of three parts: managerient's discussion and analysis (this section),
the basic financial statements, and required supplementary information. The basic financial
staternents include two statements that present different views of the City:

» The first two statements are government-wide financial statements that provide both
short-term and long-term information about the City's overall financial status.

> The remaining stetements are fund financial statements that focus on individual parts of
the City, reporfing the City's operations in more detall than the dovernment-wide
statements.

» The governmental funds statements tell how basic services such as public safety and
transporation were financed in the short term a$ well as what remains for fulure spending.

»  Fiduclary fund statements provide information about the financial relationships in which
the Cily acts solely s a trustee or agent for the benefit of others.



The financial statements also include notes that explain some of the infarmation in the statements
and provide more detalled data. The statemenis are followed by a section of required
supplementary information that further explains and supports the: financial stalements with a
comparison of the City's budget for the year. Figure A-1 shows how the various parts of this
annual report are arranged and related io one another.

Figure A+1 _ _ _
Organization of City of Batavia, New York's Anhual Financial Repori
Managements Basic Financial Required
Discussion Statements Supplementary
And Analysis information
Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements




Figure A-2 sumimarizes the major features of the City's financial statements, including the portion’
of the City's activities they cover and the types of information they contain. The remainder of this
overview section of management's discussion and analysis highlights the structure and contents
of each of thé statements.

Figure A-2

Major Features of the Government-wide and Fund Financial Statements

Fund Financial Statements

Government-wide Governmental Funds Propriefary Funds
1 Statements
Scope Entire government The activities of the Cily | The acitivities of the City ini
{except that are not proprietary | which the City charges for
Fiduciary funds) or fiduciary, such as services
public safety and
_ transportation
' o Statemeniof Net | o  Balance Sheet # Statement of Net.
Regquired Position Position
financial e Statement of _
statements » Statement of Revenues, ¢ Statement of Revenues,
Activities’ Expenditures, and Expenses and Changes
Changes in Fund in Net Position
Balahces
« Statement of Cash
Flows
Accounting Accrual accounting Modified accrual Acciual accounting and
basis and economic accounting and current | economic resources focus -
and resources focus financial focus
measurement
focus
Type of asset/ | All assets and Generally assets All assels and liabilities, both
liability deferred outflows of | expected to be usedup | financial and capital, shoft-
information resources and and labiities that come { term and long-term
liabilities and deferrad | due during the year or
inflows of resources, | soon thereafter;
both financdial and generally no capital
¢apital, shori-term assels of lorg-term
and fong-term fiabilities included
Type of All revenues and Revenues for which All revenues and expenses
inflowiout- spenses during cash is received during | during year, regardless of

flow information

year, regardiess of
when ¢ash is
received or paid

or soon after the end of
the year, expendifures
when goods or services
have been received and
the related liability is
due and payable

when cash is received or
pald




Government-wide Statements

The government-wide statements report information about the City as a whole using accounting
methods similar fo those used by private-sector companies. The government-wide financial
staternents present the financial position of the City from the economic resources measurement
focus using the accrual basis of accounting. They present governmental activities and business
type activilies separately. These statements include all assets of the City (including infrastructure)
as well as all liabilities (including long-term dabi).

T_h'e two governtent-wide statements report the City's net posifion and how they have changed.
Net position - the difference between the City's assets and liabilities - is one way to measure the
City's financial Health or financial position.

> Over time, increases or decreases in the City's nat position are an indicator of whether its
financlal position is improving or deterioraling, respectively.

» To assess the City's overall health, one needs fo consider additional non-financial factors
such as changes in the City's property tax base and the condition of the Cilty's
infrastructure and other fagcilities.

In the Statement of Net Position and the Statement of Activities, the City's-activifies are separated
as follows:

Governmental activities - Most of the Gity's basic services are reported in‘this category, including
the general government, police; fire, public safely; health, transpoitation, economic assistance,
cultire and recreation, home and community services, and refuse and recycling. Property and
sales taxes, user fees, interest incomie, franchise fees, and state and federal grants finance these.
aclivities.

Business-fype activities - The City ¢harges a fee to customers to cover all or most of the cost of
certain services it provides. The City's water and sewer activities are reported in this category.

Fund Financial Statements

The, fund financial statements provide more detailed information about the City's funds, focusing
on its most significant or "major” funds - not the City as a whole. Some funds are required to be
established by State law. However, the City Council establishes other funds fo control and
manage money for particular purposes or to show that'it is meeting lagal responsibilities for using
certain taxes, grants or other money.

The City has three kinds of funds:

» Governmental Funds: Most of the Cily's basic services are included in govemmental
funds, which generally focus on (1) how cash end other financial assels can readily be
converted to cash flow in and out and (2) the balances left at year-end that are available
for spending. Consequently, the governmental funds statements provide a detailed shori-
term view that helps determing whether there ‘are-more or fewer financial resources that
can be spent in the near fulure to finance the City's programs. Because this information
does not encompass the additional jong-term focus of the government-wide statements,
additional information provided with the governmental funds statements explains the
refationship (or differences) between them.



» Proprietary Funds: These funds are generally used to account for services for which the
City charges customers (both external and internal). These finds use accrual
accounting, which is the same method used by the private sector. The City of Batavia
has two enterprise funds. The City's enterprise funds are the water and sewer funds.
Enterprise funds provide the same type of information as shown in the government-wide
financial statements, only in more detail. The enterprise fund financial statements provide
separate information for edach of the enterprise funds, both of which are considered to be
major funds of the City.

¥ Flduclary Funds: The C|ty is the trustee, or fiduciary, for assets that belong to others, such
as deposits, The City Is responsible for ensuring that the assets reported in these funds
are used only for their intended purposes and by those fo whom the assets belong. The
City excludes these activities from the govermment-wide financial statéments because it
cannot use these assets fo finance its operations,

Financial Analysis of the City as a Whole

Over the past few years the City has focused their efforts on proactive and strategic planning
emphasizing the City's financial health with specific measured results revigwed every quarter,
Through these efforts and with muiti-year financial planning, the City is. committing to and
preparing for long-term financial stability.

» The Annual budget. In reflecting on the City's multi-year financial plan, the City strives to
maintain a responsible fax rate. The City continues to. closely monitor expenses and
conservatively budget revenue,

¥ Strategic use of unexpected revenues andfor surpluses, The Cily uses one-time
revenueslsurpluses to offset capital project expenises, build fund balance and reserves,
and assist in purchasing equipment. The City remains cautiously optimistic and
pudgetarily’ conservative as major revenue sources such as sales tax, State aid and
retirefnent contributions continue o be inconsistent.

> Bond Rating Upgrade. A bond rating upgrade was an objective outlined in the City's
Strategic Plan. On July 19, 2012 Moody's Investors Service upgraded the City's bond
rating from “A2" to “A1". The upgrade reffects the City's impioved financial position
marked by five consecutive years of operating surpluses ds well as the City's practice of
conservative budgeting of both reverues and expenditures, Thé rating also factors the
City's. mederately sized tax base, below average wealth levels and average direct debt
fevel.

¥» The City's Strategic Plan. The intent of the City's Strategic Plan is to allocate available
resources to best meet the needs of Cily residents, while balancing the environmental
factors that may affect us in the future. Created during the fiscal year ending March 31,
2011, the strategic plan began with a survey of citizens that progressed to creating
strategic priotities defined by directional statements, The seven strategic prioritids
created are as follows: Financial Health, Government Efficiency, Environmental
Sustainability, Public Safety, Health & involved Community Members, and Economic
Development & Job Creation. The City then developed a performance measurement
system to monitor the strategic priorities. Key intended outcomes linked o the strategic
prioriies with associated performance goals became the basis for the annual budget and
ultimately the City's Business Plan was created. Fiscal year ending March 31, 2013 was
anather year of success in that the City achieved nearly ali of it$ ideritified Key Intended
Outcomes. There are plans to re-evaluate strategic priorities with City Counclil during the
14{185 fiscal year. .




> investment in City vehicles, equipment, infrastructure and facilities. A Water & Sewer
Capital Infrastructure Plan (CIP) wais developed and adopted by City Councl in the fiscal
year ending March 31, 2010 to-plan and budget for futre water and sewer infrastructure
expenses. The City has aggressively accomplished planned capital prajects outlinied in
the GIP. In addition, the City has completed several sewer infrastructure projects on a
cash for capital basis. An Equiprent Replacement Plan {(ERP) has also been developed
to assist with investing in and replacing the City's fleet of vehicles and equipment. Over
the past three years the City has replaced: over $1.85 million of equipment utllizing a
combination of operating funds, reserve funds and municlpai leasing, with no additional
debt sewvice. Continued planning and investment is needed for long-term stable
operations, otherwise one-time equipment and emergency purchases, facility repairs and
infrastructure replacement may force the City to unwillingly increase tax rates and debt
service levels to meet service demands.

» Employee Benefit Accrued Liability Reserve. Due to the high number of retirements, alf of
the Employes Benefit Accrued Liability Reserve was depleted. Over $311,000 from the
reserveé as well as $102,000 of VLT aid was nseded to assist with pay outs of
compensated absences related to 16 retirement/tefminations for year endmg March 31,
2013, Since the creation of the Employee Benefit Accrued Liability Reserve in 2010, the
City has paid oul ovér $8690,000 in compensated absences due o
retirementsflerminations.

Capita] Projects

Remaining open at year end are Cedar Street and Summit Street Reconstruction projects as they
are both in the final design phases. The Cedar Sireet Reconstruction project started construction
in August 2013, Summit Street reconstruction project is expected o begin in the spring of 2015,



Exhibit 3

" Current and other assefs
Capital assets, net
Total assels

Long-term liabilities
Other liabilities
Total ifabilities

Net investment in capital assets,

Restricied for:
Insurance
Capital projects

Employee benefit accrued liability
Retirement confributions

Other purposes

Special grant
Unrestricted (deficit)

Total net position

Total liabilities and
and net position

Condensed Statement of Ne¢ Positfon
{in thousands of dollars)

Total Total
Governmental’ Percentage Business-Type Percentage
Activities Change Activities Change
2013 2012 2013 2012
$ 11,106 $11,130 <022% $ 9738 § 9,089 7.14%
17,854 17,556 1,70% 27,849 28961 -3.84%
§ 28980 328686 0.96% $37,587 $38050 4.22%
$ 11,510 $12,263 B.14% $ 2781 $ 2,793 -0.43%
3,394 3,626 ~-3.74% 625 1,426 -66:17%
14,904 15,789 -5.81% 3,408 4219 -19.27%
12,210 10,582 15.38% 25,784 26,343 2.12%
889 410 116.83% - - 0.00%
1,804 1,321 21.42% 3348 3,445 -2.87%
- 276 -100.00% - - 0.00%
376 311 20.80% - - 0.00%
27 29 100.90% - - 0.00%
339 408 -16.50% - - 0.00%
(1,389) (438)  -21712% 5,051 4.043 24.93%
14,066 12,897 8.90% 34,181 33,831 1.03%
$ 28,080 $28,688 0.96%  $37,587 $38050 1,22%




Govemmentél Activities

Governmental activities increased the City's net position by $1,159,184. Key elements of this
increase are as follows:

» Revemies and expenses decreased by 8.44% and 8.66% respectivaly, due to the

completion of the Masse Gateway Redevelopment Project in year ending March 31,
2042, The redevelopment project included the closeout of a $1,500,000 state grant.

Business-1ype Activities

Business-type' activities increased the City's nét position by $349,237. Key elemerits of this
increase are as follows:

> Sewer and waler rents increased over the prior year by $67,328 and $94,178
respectively. Sewer revenue in tolal is down compared to prior year due. to the
completion of the North and Ross Street sewer replacement which utilized approximately
$133,000 of state aid (CHIPs) for the street resurfacing component of the project.



Exhibit 4

Changes in Net Posiiion from Operating Results

1 Program Revenues:
Charges for services
Operating grants and contributions
Capital grants and contributiohs
- General Revenues:
Property taxes, special assessments
and property tax items
Non-property taxes
Interest earnings
State and federal sources
Gain (loss) on'sale of equipment
Miscellansous
Total revenues

Program Expenses:
General government
Paolice
Fire
Public safety
Health
Transportation
Economic assistance
Culture and recreation
Home and community service
Refuse and recycling
Interest on debt

Total expenses

increase in net position
hefore trarisfers

Transfers
Increase in net position

Net position-beginning

Net position-end

(in thousands of dollars)

Total Total
Governrnenta Percentage Business-Type Percentage
Aclivities Change Activities Change _
2013 2012 2013 2012
$ 792 $ 1001 -2088% % 5003 § 4,841 3,35%
1,020 759 34.39% 2,066 2,165 -4.87%
319 1,668  -80.88% - - 0.00%
5,709 5028 -3.69% - - 0.00%
6,355 6,190 2.67% . - 0.00%
59 70 15.71% 16 23 -30.43%
1,851 1,881 -2.12% - - 0.00%
108 - 100.00% (2) . 0.00%
392 620 -37.68% - 1 ~100.00%
16,6085 18,138 -8.44% 7,083 7,030 0.75%
2,105 2,276 -7.51% - - .0.0_0%
3,878 3,489 5,42% - - 0.00%
4,027 4,036 -0.22% - - 0.00%
275 315_ -12,70% - - 0.00%
31 34 -8.82% - - 0.00%
231 2,37 0.00% - - 0.00%
375 309 21.36% - - 0.00%
893 1,020 - -13.22% - - 0.00%
742 2,100 -54.687% 6,371 6,408 -0.58%
1,066 1,082 1,33% - - 0.00%
245 295 ~16,95% - - 0.00%
15,808 17,308 -B.66% 6,371 6,408 -0.58%
797 830 -3.98% 712 622 14.47%
362 354 -2.26% {362) {354} 2.28%
1,159 1,184 -2.41% 350 268 30.60%
12,897 11,713 10.11% 33,831 33563  0.80%
$ 14,056 $12897 899% $ 34,181 $33,831 1.03%
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Exhibit 5 L ‘
Revenues for Governinental Activities -
Fiscal Year 2013 o

Gain (loss) on sale of
Equipment
0.6%

Charges for services
-4.8%

Miscel!énéoUs

2.4Y% L ¥

’ Operating grants and
contributions

State and federal

SOUICEs 6.1%
11:1% : o
Capital grants and
contributions
1.9%
Interest éarnings
0.4%
Property taxes,
special assessments
: - and property tax items
Non-property taxes 34.4%
38.3% _
Exhibit5 - o R
: Revenues for Governniental Activitles
Y Fiscal Year 2012
. Miséellaneous. Charges for services Operating gfa{nts and
. : : O A
Stete and federa 3.5% 5% " contrbutions
10.4% A2%
Interestearnings Capital grants and
0.4% contributions
9.2%
Non-property taxes _ - Property taxes,
34.1% .special assessments
: and property tax items
: 32.7%

ik




Exhipit6 | o
Experises for Governmental Activities
' Fiscal Year 2013 =~

Refuse and reeycling. Interest on debt

Home and 6.7% 1.6%

community service..
4.7% -

General government
' 13.3%

Culture and
recreation

5. 7% Police

23.3%

Economiic assistance...
24%

Transpo}tation

15.0% : . : _
- * Public saféty 25.5%
0.2% 1.7% |

Exhibit 6 | S
Expenses for Governmental Activities
Fiscal Year 2012

General government

Interest on debt
' 13.2%

Home and Refuse and recycling 16%

community seérvice 8.1%
12.1%

Cultre and
recreation
6.0%

Police
20.2%

Economicassistance
1.8%

; Fire
Public safety =
1.8% 23.5%
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Governmental Activities

The following table presents the cost of eleven major Gity activities: general government, police,

fireg, public safety, health, transporation, economic assistance, culture and recreafion, home and.

community service, refuse and recycling and interest on debt. The table also shows each
activity's net cost (total cost less fees generated by the activities and Iintergovernmentat aid
provided for specific programs). The net cost shows the financial burden placed on the Cily's
taxpayers by each of these functions.

Exhibit 7
Net Cost.of Governmental Activities
(in thHousands of dofiars)
Total Total
Total Cost Percentage Net Cost Pércentage
of Services Change of Services Change
2013 2012 2013 2012
General government $ 2108 ¢ 2,276 7.51% $ 1,814 § 1878 -3.30%:;
Police 3,678 3,489 5.42% 3,500 3,266 7.16%
Fire 4,027 4,036 -0.22% 4,027 4,036 -0.22%
Public safety 275 316 12.70% 189 217 12.90%
Health- 31 34 -8.80% () 1 200.00%
Transportation 2,371 2,371 0.00% 1,741 1,688 3.268%
Economic assistance 375 300 21.36% @87 {(19) 1305.26%
Culture & recreation 893 1,028 -13.22% 795 888 +10.36%
Home & community service: 742 2,100 -64.67% 566 579 ~2.25%
" Refuse & recytling 1,066 1,082 1.33% 1,085 1,062 1.24%
interest on debt 248 205 ~16.95% 245 205 ~16.95%
Total $ 15808 % 17,308 -8.06% § 13675 § 13,877 -1.46%
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Business-Type Activities

2013
Exhibit 8 |
Business-type Activities - Revenues and Expenses
{in thousands of dollars)
Revenues: Expér_lses
5,000
4,000 +
3,000 -+
2,000 -+
1,000 4
2012
Exhibit 8 _ _
Business-type Activities - Revenues and Expenses
(in thousands of dolars)
B Revenues BExpenses
5,000
4,000
3,000
2,000
1,000

14



Einancial Analysis of the City's Funds

The fiscal year ending March 31, 2013 concluded with an unassigned fund balance of $1,344,950
exclusive of restrictions and assignments for encumbrances, insurarice, employse benefits
acorued lisbility and capital reserves. This is the fifth consecutive year the City has maintained a
positive fund balance.

The General Fund

The general fund's assels increased in fiscal year ending March 31, 2013, This increase is shown
mainly in cash and cash equlvaient which increased $440,320 over the prior year, of which
$106,238 is attributed to the incréase in reserve balances.

Revenues for the genéral fund ciecréased compared to last year by $811,173. The decrease in
real properly taxes and property tax items is due to less delinquent tax revnue being collected and
accounts for a majority of this decrease. Specific changes in revenues were as follows:

» Property tax and properly tax items decreased 8.3% or $481,835 and 45.7% or
$241,331, respectively, over the prior year.

> Sales and other taxes increased $164,370 or 2.7% over the prior year.

Expenditures for the general fund increased $1,070,910 compared to the prior year. Areas that
experienced increases included:

> Fire depariment expenses increased by $725,891 due to the purchase of a new fire
engine and a considerable amount of compensated abserice pay outs due to retirements.

¥ Police department expenses increased by $449,817 due to retro active payments and
incteased wages from seltling the police contract,

> Employee benefits increased $103;234 cormpared to the prior year.
Water Fund

The water fund, mciud:hg depreciation, had a currént year change in net position of $436,844,
compared to last year's change of $202,695. Contractual expense accounis for the biggest
thange from last year within the Fund’'s net position, decreasing 599,005 over the prior year
indicating that the City's efforls to decrease unaiccounted for water is improving as the City
distribution system is bécoming more efficient and we are purchasing less water from the County.

Sewer Fund

The sewer fund, including depreciation, has experienced a negative change in net position of
$87,607, compared to last year. From a cash standpoint the sewer fund's net cash position
increased by $239,603. This change is aftributed to the completion of the North/Ross sewer
project as well ds the increase: in installment purchase debt proceeds of $204,276 due to the
municipal legse for the purchase of the sewer vacuum truck.
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Workers Comp. Fund

This year's workers compensation fund balance decreased by $28,166. Workers comp premiums
and other costs associated with premium based workers comp insurance increased by $71,158
over fhe prior year. This was due to increased worker compensation rates in general as well as
an increase in police wages due fo the seftlement of the police contract  Anficipated future
paymenis due on open claims dating back to wheh the City was self insured for workers.
compeénsation continue to decrease, evidenced by thé. decrease in accrued liabilities in the

amount of $41,513 compared to the prior year,

Capital Proie‘t_:ts Fund

Cedar Street Reconstruction and Summit Street Reconstruction projects are still in the design
phase at March 31, 2013, Cedar Street construction begain August 2013. Summiit Street

construction is expected spring 2015,

Exhibit 9
Revenues, Expenditures/Expenses and Changes In Fund
Balance/Net Assets - Governmental Funds and Businass-Type Activities
{in thousands of dollars)
20413
Expénditures/ Fund Balance/
Revenues Expenses Net Assels
General Fund $ 16,059 $ 15,764 $ 5,807
Water Fund 4,499 4,082 8,811
Sewet Fund 2,585 2,673 25,269
2012 )
Expenditures/ Fund Balancef
Revenues Expenses Net Assets
General Fund % 17,908 $ 16,000 % 5512
Water Fund 4,362 4,160 8,474
- Sewer Fund 2,668 2,602 25,357

Exhibit 8 Revenues and Expenditures include other financing sources or uses.
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General Fund Budgefary Highlights

Amendments to the budget occur throughout the year for a variety of reasons, These include
encumbrances from prior year unexpended purchase orders which are added to the current year
budget at the close of the prior year; grants or other forms of financial aid which were recehved
during the year but not anticipated in the original budget, appropriations of fund balances needed
fo offset unanticipated and unavoidable expenditures; and transfers of appropriations among
object classes within department budgets to address particular requirements not anticipated in the
original budget. The City Council approves and authorizes the annual budget at the level of object
ctass {ofals within each department. "The City Manager has the authority fo transfer appropriations

among line items within a fund. All transfers between funds must be approved by City Council.
The encumbrances on prior year purchase orders are added to the budget as part of the apnual
financial closing process. All other budget amendments must be authorized by formal resolution
of the City Coungcil,

As previousely mentioned, the City continues to take a conservative approach when preparing the
City's budget. Revenues that the City does not receive on a consistent basis are not included in
future budgets. The City is making a concerted effort to fund reserves more aggressively, These
methods have enabled the City to move jowards a healihfer financial position. While sume one-
fime revenues have gssisted with financial recovery, sustained growth in larger reocclrring
revenues remain doubtful. These include:

> Sales tax revenue increased 3.7% or $221,981. Sales tax reveniue levels have ocurrently
increased over prior year, however the City continues to budget conservatively as sales
faxes accounts for more than a third of general fund revenue and remains an elastic
revenue subject o fluctuation based on the economy.

»  Gross ulility receipts tax decreased 19.1% or $49,404. Similar to sales tax, this revenue.
is budgeted conservatively and subject to change based on the economy.

> Mortgage tax reriained flat with no change over the prior year.

> Al of the above revenues with the exception of sales tax are less than received in fiscal
year ending March 31, 2009.

In addition to conservative revenue budgeting and the utilization of one-time revenues to fund
capital acquisitions, the City continued the practice of conservative spending and strict expense
monitoring.

The City's prudent revenue budgeting and expense monitoring has resulted in general fund
surpluses needed to eliminate prior fund balahce deficits, grow reserves and the unassignad fund
balance. While the City has experienced several unexpected one-time revenues, these one-time
revenues are short lived and will not continue In future years. Furthermore, dep'ending on the
severity of change, revenue declines and expenditure increases, such as healthcare, retiree
healthcare and retirement costs, the City may experience challenges in building the. financial
resources necessary to gain better financial footing, With the New York State Property Tax Cap,
the inability to increase property taxes may further limit our abllity to maiintain services to residents
at current levels,
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Capital Asset and Debt Administration
Capital Assets

In the year ending March 31, 2013, the City funded reseives with an additional $1,040,000. The
City continued to make an effort to plan and fund for future equipment and infrastructure
improvements, rather than defer funding for these needed improvements. In addition to funding
reserves, the City used $600,533 of the resérve funds to purchase a fire fruck, a dump truck, a
bucket fruck, a police cruiser and install sidewalks, thereby utlizing reserve funding instead of
property tax increases or issuarice of debt for these types of improvements.

Ethbit 10
Capital Asseis Net of Depreciation
(in thousands of dollars)
Governmeéental Busineéss -Type
Activities Activities
2013 2012 2013 2012

Land % 1138 & 1,-14(5 $ 42 % 42
Construction work in progress 6,676 8,463 593 1,848
Bulldings 8,981 7,224 18,351 19,394
Machinery & equipment 2,117 1,698 707 447
Infrastructure: 945 1,131 8,156 7,230

TFotal : $ 17854 5 475658 $§ 27,849 3 28,061

Long-Terim Obligations

For the year ending March 31, 2013, the City's constitutional debt limit was $36,518,610.
Outstanding bonds totaled $7, 495 450, Of this total, $5,846,450 is debt chargeable against the
debt limit.

The City received-a bond rating of “A2" from Moody's Investors Servicé in May 2010. Atthat time
Moody's recalibrated the scale for municipalities to bring their ratings in line with and more
comparable to private organizations. Previously the City’s bond rating was “Baa2”. in June 2011,
Moody's affirmed the City’s "A2" bond rating and assigned the Clty & "positive outlook”. Moody's
assignment of the positive. outiook acknowledged a modest financial position by specificaily
identifying City managément's abllity to restore financial health, establish a Retirement, Health
Insurahice and Employee Benefits Reserves and negotiated manageable settlements with three of
its unions, which included wage freezes and healthcare concessions.

In July 2012 Moody's Investors Service upgraded the City's bond rating from "A2" to “A1". The
upgrade reflected the City's improved financial position marked by five consecutive years of
operating surpluses as well as the City's practice of conservative budgeting of both revenues and
expenditures. The rafing also factors the City's moderately sized tax base, below average wealth
levels and avergge direct debt level.
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Exhibit 11

Cutstanding Long-Term Qbligations
(in thousands of doflars)

Governmental Business-Type
Activities Activities
2013 2012 2013 2012
General obligation debt backed by the Cily $ 4966 § 5308 $ 1649 $ 1,847
Installmient purchase debt 678 688 416 233
Other debt 881 978 - -
Compensated absences 2,276 2,788 387 397
Other post employment benefits 2,708 2.501 329 316
Total $ 11,510 % 12,283 % 2,781 5 2793

Factors Bearjng on the City’s Future

Following is a description of both short and long-term factors the City will be forced to deal with in
the fulure:

Short-Term Factors

> Unfon Coniracls — Currently the City's AFSCME (public works émployees) and fire union
contract expired March 31, 2013. The City's negotiations are focused on manageabie
benefit packages that will not significantly impact futire property tax levels. Strong but
fair negofiations will have o iake place to ensure. thal fuiure benefit packages are
reasonable for City employees and affordable for City taxpayers.

> Sales Tax revenue —~ The year endmg March 31, 2013.had a 3.7%, or $221,981 increase
in sales tax revenuss over the prior year, While th;s is an increase over the prior year, the
City's sales tax.revenué is an economically sensitive revenus, and is subject fo volatile
swings in receipts as witnessed in the not so distant past. Because sales tax makes up
approximately ohe-third of the City's general find revenue, any slight change in receipts
may have a significant affect on the City'’s budget Currently a 1% decrease in sales tax
receipts equals a 1.5% increase in properly taxes, The City needs fo continue to remain
conservative- when budgeting sales tax ih the future as growth In sales tax is
unpredictable at best.

> Reserve funding ~ Funding reserves now for future eguipment and infrastructure
imiprovements have and will e critical in avoiding larger tax burdens in. future years. In
the fiscal year ending March 31, 2013, the City utilized $1,024,229 of reserve funding to
purchase needed equipment and Offset liabilties as they came due. Planning for these
improvementsfiiabilities is a major priority in the City's work plan.  Updating capital
improvement plans and designated revenue streams t6 fund these plans are essential fo
maintaining a safe financial position for the City. In addition, funding reserves such as ihe
Emptoyee Accrued Liabifty Reserve, Retirement Reserve and Healthcare Réserve is
critical in order to pay for one-time and often unexpécted expenses which have the
potential to negatively impact the City's unassigned fund balance. Due to a high number
of retrements/fterminations the City depleted its Empioyee Accrued Liabllity Reserve in
the fiscal year ending March 31, 2013. While it is unreasonable to fully fund all fiabilities,
it is important fo properly assess and evaliate potential risks in order to appropriately fund
and prepare for fikely obligations.
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State Budget & Property Tax Cap — The City continues o be proactive in our response fo
various NYS Budget changes and cuts that affect the City. It is important that the City
anticipate these well in advance and remain flexible in our ability to respond during the
budget process. With the recent adoption of the properly tax cap without relief from
mandated expenses, the City's ability to levy the necessary funds to support services may
be significantly hampered. The Gity is continually evaluating the impact of the tax cap en
the City's budget and sesvices,

NYS Retirement Costs — Since FY 2009/10 annual fluctuations in attual retirement
payments have ranged from a 28% decrease ($311,000) in 2009/10 fo a 62% increase
($478,000) the following year in 2010/11, and then a 4% decrease ($52,000) in 2011/12,
In 2012M3 the City's relirement costs mcreased 45,7% ($548,032) over the prior year.
This unexplainable fluctuation has created skepticrsm and a lack of confidence in New
York State retirement projections. Preemptively, in 2008 the City Council created a
Refirement Contribution Reserve to capture surplus funds for future years of uncertainty.
Considering the State’s suggested retirement contribution rates for the past three years
have not been consistent with actual retirement payments, it Is prudent to assume
refirement costs will increase by double digits in future years until consistent and reliable
retirement payments are restored.

Healthoare Costs — On average for the past five years the City’s healthcare costs have
increased approdimately 8-10% pér year. On an annual basls. the City analyzes the.
option of transltioning from a self-insured plan to an experienced-based plan, however the
City’s ability to maintain manageable annual increases in healthcare costs while building a
healihcare reserve makes it financially feasible fo remain selfinsured. This year the
expected increase in healthcare, costs is again 8-10% however, unlike prior years, the
City's refiree healihcare population has increased adding additional costs.

Retiree Healthcare Costs — Between January 2010 ~ January 2012, 16 employees retired
or left empEoyment from the City of Batavia. Of those 16 employees, 14 carried the City's
health insurance during employment.  Ten of those 14 now carry retiree health insurance
plans. In addition, 14 of the employees who have replaced those who retired now canry
City heaith insurdnce. Retiree healthcare will cohtinte to increase in the future, In the
fiscal year ending March 31, 2012 post employment health insurance cost for the City's
34 retirees was $257,684. In year ending March 31, 2013 post employment heaith
insurance cost for the City's for 38 refirees was $365, 588 This.was is & 41.9% Increase,
or $107,824 over the prior year. For this reason, the City will continue to aggressively
negotiate with unions to discontinue this benefit moving forward,

Taxable Asséssed Velue Decline — The City's taxable assessed value has increased very
little since 2010. On average the tax base growth has been about 1.5% annually,
however 2011 showed a .01% increase in taxable assess value over 2010, and a .48%:
increase in 2012 over the prior year. The slowdown in the economy has restricted the
Cily's ability to maintain slow and sieady tax base growth, and is a concern for future
revenue growth.
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Long-Term Factors

> Taxable Assessed Value Decline — As mentioned above, the City has enjoyed an average
growth of 1.5% in our tax base annually, however since 2010 the City's texable assessed
value has shown kittle to no growth. As the housing market continues to show slow signs
of recovery, the City should expect litle to no growth over the next several years.
Considering taxable assessed value is the City's largest stable source of revenue, the City
needs to make improving the City's tax base, particularly the non-residential tax base, a
pricrity and encourage future commerical and industrial redavelopment throughout the
City's Ceniral Corridor.

> Post Employment Benefits (CASB 45} & Reliree Healthcare ~ The City's liability for post

employment benefits, as of the actuarial valuation date of April 1, 2011, amounted to
$7,147,986. As of this time, that liability is unfunded and, therefore, it is imperative the
City beg_ln to consider a means fo fund these costs. if the Gily does not begin to fund
anticipated retiree costs now, future costs will prove to outweigh any savings achieved
today. in addition, aggressive labor negotiations to reduce future retiree costs will be
essential for maintaining lower retiree benefits in the long term anhd decrease this liability.

¥ Employee costs & refirement costs — As mentioned above, retirement costs have and are
expected 10 increase significantly. In the same manner, employee benefit costs continue
to increase. Maintaining reasonable employee benefits will be & major determining factor
in the City's ability to provide quality services. Funding for these costs through reserves is
imperative but also aggressively addressing a change to benefit levels for employees is
equally important for the City to continue delivering services fo the community at existing
levels,

Over the past four years the City has experienced decreases in State aid as well as considerable
increases. in state retirement costs and retiree healthcare costs. In addition, the imposition of the
Property Tax Cap further limits the City’s ability to combat increasing mandated costs as the cap
imposes a ceiling on the City's abllity fo levy property taxes. The Cily Council's Strategic Plan
emphasizes Financal Health as one of seven strategic priorifies. The City's financial improvement
over the past several years has been the result of many necessary reactive and proactive
approaches to budgeting and operations for the City. itis critically important that the City continue
to spend a considerable effort on planning for the future; most specifically with regards to funding
reserves, maintaining and funding capital and eguipment replacement plans, and maintaining low
cost, high quality services to residents. In-addition, resources need {o be focused on encouraging
tax base growth through economic development efforts promoting land use redevelopment and
job growth within the City.

Contacting the City's Financial Management

This finaricial report is designed to provide the Cily's citizens, taxpayers, customers, and investors
and creditors with a general overview of the City's finances and o demonstrate the Cily's
accountability for the money it receives. If you have questions about this report or need additional
financial information, contact the City Manager's Office, City of Batavia, Batavia, New York.
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ASSETS:
Cash and cash equivalenis
Property taxes receivable
Accounts receivable, net
State and federal receivables
Loans receivable, net
Due from other governments

Capital assets not being depreciated _
Capital assets, net of accumulated depreciation

Total assets

LIABILITIES:
Accounts payable
Accrugd liabilities
Bue to dther governments
Unéarned revénues
Long-erm liabilities

Due and payable within one year -

Due and payable after one year-
Total liabilities

NET POSITION:

Net investment in capital assats
Restricted for;

Insurance

Capital projects

Retirement contribution

Gther purposes

Special grant®

Employee benefit accrued liability
Unrestricted (deficit)

Total net position

 CITY OF BATAVIA, NEW YORK

STATEMENT OF NET POSITION
MARCH 31, 2013
Governmental Business-Type

Activities Activities Total
$ 7,043,050 7464585 & 14,507,635
1,589,616 - 1,680,616
445,313 1,746,985 2,192,208
196,974 - 196,974
267,048 - 267,048
1,563,622 526,667 2,090,289
7,810,302 634,308, 8,444,610
10,044,171 27,214,983 37,259,154
28,960,096 37,567,528 66,547,624
854,938 132,974 087,912
450,405 492,520 942,925
576,255 - 575,255
1,613,724 . 1,513,724
741,473 227,010 968,483
10,768,129 2,564,351 13,322,480
14,903,924 3,406,855 18,310,779
12,209,993 25,783,944 37,993,937
888,736 - 888,736
1,603,596 3,345,929 4,949,525
376,109 . 376,109
27,479 - 27,479
339,193 - 339,193
37 . 37
(1,388,971) 5,050,800 3,661,828
$ 14056172 % 34180673 $  48236,845

See notes to basic financial statements.
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CITY QF BATAVIA, NEW YORK
STATEMENT QF ACTIVITIES
FOR THE YEAR ENDED MARCH 31, 2013

Net {Expense) Revenue and

Program Revenues -Changes in Net Postion

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
. Expenses Services Contributions Confributions ‘Activities. Activities Total
Functions/Programs: '
Governmental activilies:
General government 2,105,186 3 278,081 12,964 3 - (1,814,141) & - § (1,814,147}
Police 3,678,310 145,865 32,066 - {3,500,378) - (3,500,378)
Fire 4,026,563 - - - {4,026,563) - {4,026,563)
Public safety 275,453 72,482 13,880 - {189,021) - (189,02}
Health 30,697 32,055 - - 1,358 - 1,358
Transportation 2,370,838 18,643 401,210 209,489 (1,741,487} - {1,741,497)
Ecoriomic assistance 375,154 130,905 511,460 - 267,211 - 267,211
Culture and recreation 893,044 75,702 20,918 - (796,424) - {796,424)
Home and community
services 741,545 38,017 29,119 109,895 (866,514) - {566,514)
Refuse and recycling 1,065,484 ' - - - (1,065,484). - {1,065,484)
Interest on debt 244 6871 - - - (244.671) - {244 671}
Total governmental
activitles 16,808,946 789,751 1,021,887 319,384 {13,678,124) - (13,878,124}
Business-type aclivities:
Sewer 2,845,296 2,497,349 82,874 - - (65,073) (65,073)
Water 3,725,983 2,505,584 1,982,696 - - 762,267 752,287
Total business-type:
activities 6,371,289 5,002,913 2,065,570 - - 687,194 897,184

See notes to hasic financial statements.
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FOR THE YEAR ENDED MARCH 31, 2013

CITY OF BATAVIA, NEW YORK

STATEMENT QF ACTIVITIES

(Continued)

Program Revenues

Net {(Expense) Revenue and
Changes in Net Position

Total governmental and
business-type activities 5 22,178,235 3

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Expenses Services Contributions. Confributions Activities Activities Total
5,792,664 % 3.087.257 & 319,384 (13,676,124} 887,184 | {12,978,930)

General revenues: _

Real property taxes.and tax tems 5,708,856 - 5,708,858

Non-property taxes 6,354,808 . o 6,354,806

interest earnings 59,028 16,683 74,741

State aid not restricted for a specific purpose 1,851,751 - 1,851,751

Other miscellanecus revenues 390,637 {1,600) 389,037

Gain on sale of capital asset 108,180 - 108,190
Transfers:

Sewer 26,120 (26,120) -

Capital 385,820 {335,920} -
Total i_;.eneral revenues and transfers 14,835,308 {347,957 14,487,351
Change in net position 1,159,184 349,237 1,508,421
Net position - beginning 12,896,988 33,831,438 46,728,424
Net position - ending 14,056,172 3 34,180,673 .5 48,236,845

See notes to basic financial statements.
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ASSETS:
Cash and cash eguivalents
Receivables:
Property tax
Accounts receivable
State and federal receivables
Loan receivables (net of allowance
for uncollectible accounts of
$25,129 in the Small Cities Fund and
$42,054 in the Special Grant Fund)
Due from other governments
Due from other funds

Total assels

LIABILITIES:
Accounts payable
Accrued liabilities
Unearhed revenues
Due {o other governmenis
Due to other funds

Total labililies

DEFERRED INFLOWS OF RESQURCES:
Unavailable revenue-property taxes

Total deferred inflows of resources

CITY OF BATAVIA. NEW YORK
BALANCE SHEET - GOVERNMENTAL FU

NDS

MARCH 31,2013

Man-Major Total

Governmental Governmental

Gen_erai Funds Funds
$ 6,4"1 8,645 § 624405 & 7,043,050
1,589,818 - 1,589,816
372,208 73,107 445 313
11,815 185,159 198,974
- 267,048 287.048
4,563,622 - 1,563,822
10,000 - 8,755 18,755
$ 9965904 § 1158474 § 11,124,378
% 708,390 § 148,548 $ 854,838
408,748 44,656 450,408
1,513,724 - 1,513,724
575,258 - 575,255
8;755 10,000 - 18,785
. 3,214,873 198,204 3,413,077
944 488 - 344 488
944 488 - 944,488

See notes to hasic financial statements.
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CITY OF BATAVIA. NEW YORK
BALANCE SHEET - GOVERNMENTAL FUNDS
MARCH 31, 2013 '

{Continued)

Non-Major Total
Governmental Governmental

_General Funds Funds

FUND BALANCES: .
Restricted : 2,956,815 468,757 3,425,372
Committed 345,000 - 345,000
Assigned 1,158,878 481,513 1,651,491
Unassigned 1,344,850 - 1,344 850
Total fund balances 5,808,543 960,270 6,768,813
Total liabilities, deferred inflows of resources and fund balances $ 9,965,904 " $ 1,158,474
Amounts reporied for governmental activities in the statement of net position are different because:
Capital assets used in governmental activilies are not financial resources.and therefore are not -

reported in the funds, net of accumulated depreciation 17,854,473

Long-term liabilities, including serial bonds payable, instaliment p.urchasé debt, amounis dueio other
governments, compensated absences and post employment benefits, are not due and payable in the

current period and therefore are not reported in the funds (11,509,602}
Other long-term assets are not available fo pay for current-period expenditures and therefore are )
deferred in the funds: _ 944 488
Netposition % 14,056,172

See notes io basic financial statements.
Ab



CITY OF BATAVIA, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES N FUND BALANCES -

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED MARCH 31, 2013

REVENUES:
Real property taxes
Real property iax items
Speclal assessments
Sales and other taxes
Deparimental income
Use of money and property
Licenses and permits
Fines and forfeitures )
Sale of property and compensation for loss
Miscellaneous local sources
Federal and state spurces:

Total revenues’

EXPENDITURES:
CGeneral government
Police
Fire
Pubiic safety
Health
Transportation
Economic assistance and opportunity
Culture and recreation
Home and communily services
Refuse and recyeling
Employee benefits
Debt service:
Principal
inferest.

Total expenditures

Non-Major Total
Governimeéntat Governmental

General Funds Funds
5,341,105 - 5,341,105
286,927 - 286,927
- 130,905 130,905
6,354,806 . 6,354,806
257,045 - 257,045
51,665 7,363 59,028
100,329 - 100,329
105,871 - 105,871
211,424 64,397 275,821
470,314 7,207 477,521
2,528 623 658,045 3,186,668
15,708,109 867,017 16,576,026
1,635,247 415,724 1,950,971
3,365,388 - 3,365,398
3,979,195 - 3,979,195
248,352 - 249,352
16,373 - 16,373
2,132,726 281,040 2,413,766
208,313 166,841 375,154
718,608 - 718,608
213,972 570,039 784,911
1,086,420 - 1,086,420
1,279,389 37,406 1,316,795
480,903 - 480,003
244,871 - 244,671
15,490,667 1,471,950 16,962,517

See noles to basic financial statements.
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CITY OF BATAVIA, NEW YORK
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MARCH 31,2013
{Confinued)
Non-flajor Total
Governmental Governmental
General Funds Funds
Excess (deficit) of revenues over expenditures 217,642 {604,033) (388,491)
OTHER FINANCING SOURCES (USES): }
Interfund transfars in 350,030 335,505 685,535
Interfund fransfers out {273,465} {50,030) (323,485)
Instaliment purchase debt proceads - 51,089 51,062
Total other financing sources (uses) , 76,565 336,544 413,109
Net change In fund balances. 284,107 (267,480) 26,618
Fund balances - beginning 5,512,436 1,227,758 6,740,195
Fund balances - ending $ 5806543 § 960,270 $ 6,766,813

See notes to basic financial statements.
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~ CITY OF BATAVIA, 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 MARCH 31, 2013

Met change in fund balances - fotal governmental funds % 26,618
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 ($1,040,518)
excesded depreciation ($689,362) in the current perlod. 351,156

The net effect of various miscellaneous fransactions involving capital assets {i.e. sales and _
trade-ins) is to decrease net position. , _ {52,760}

Revenues that are not avafiable to pay currerit obligations are not reported in the fund financial
statements, but they are presented as revenues in fhe staterent of activities. 80,824

The issuance of long-term debt (e.g., bonds, leases) provides current financial résources
to governmental funds, while the repayment of the principal of long-ferm debt consumes
the current financial resources of governmental funds. Neither transaction, however, has
_ any effect on net position. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities. This amount is the nef effect of
these differences in the treatment of long-term debt and refated items. 500,241 -

Proceeds of long-term debt s recorded as an other financing source for governmental funds (51,069)
btit it is not recorded in the statement of activilies. This is the amount of proceeds from
long-term debt received in the current year,

On the statement of activities, the actual and projected Jong term expenditures for post
employment benefits are reported, whereas on the governmental funds, only the
actual expenditures are recorded for past employment benefits. (208,185)

(Increases) decreases in-accrued compensaled absences reported in the staternent of activities
do riot provide for or require the use of current financial resources and therefore are not

reporied as revenues or expenditures in the governmental funds. 512,350
Change in net position of governmenial activities $ 1,159,184

See notes fo basic financial statements.
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CITY OF BATAVIA, NEW YORK

STATEMENT OF NET POSITION - ENTERPRISE FUNDS

MARCH 31, 2013

Sewer Water Total
ASSETS: _
Cash and cash eguivalents $ 2,741,810 % 4722675 B 7,464,585
Accounis receivable 736,527 1,010,458 1,746,085
Due from other governments - 526,667 526,667
Capital agsets not being depreciated 20,508 613,803 634,308
Capital assets, net of accumulated depreciation 23,618,659 3,595,324 27,214,983
Total assets $ 27118601 % 10488927 $ 37,587,528
LIABILITHS: _
Accounts payable $. 63,348 % 69,626 % 132,974
Accrued liabilities 26,640 465,880 492 520
Long-term fiabilities. S
Due and payable within one year 168,739 58,271 227,010
Due and payable after one year 1,590,415 063,036 2,664,351
Total liabilities 1,849,142 1,557,713 3,408,855
NET POSITION: o _
Net investment in caplial assels 22,127,787 3,656,157 25,783,944
Restiicted for capital projects 905,195 2,350,734 3,345,829
Unrestricted 2,146 477 2,004,323 5,050,800
Total et position 25,269,459 8,811,214 34,180,673
Total liabilities and net position $ 27118801 % 10,468,927

See notes to basle financial statermnents,
AS
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CITY OF BATAVIA, NEW YORK

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION -

OPERATING REVENUES:
Charges for services
County water agreement charges
Rental of real property
Other operating revenue
Total aperating revenues

OPERATING EXPENSES:

ENTERPRISE FUNDS

FOR THE YEAR ENDED MARCH 31, 2013

Salaries, wages and employee benefits

Confractual expense
Bepreciation
Total operaling expenses

Operating income (loss)

NON-OPERATING REVENUES (EXPENSES):

Investment income
Interesi expense
Loss on sale of fiked assets

Operating subsidy to governmental funds

Total non-operating expenses
Chsznge in net position
Net position - beginning

Net position - ending

Sewer Water Total
2,497,348 § 2,505,564 § 5,002,013
- 1,362,404 1,362,404
- 550,000 550,000
82,874 70,202 153,166
2,580,223 4,483 260 7,068,483
809,120 1,083,067 1,892,187
496,409 2,486,722 2,083,131
1,309,138 136,380 1,445,518
2,614,667 3,706,169 6,320,836
(34,444) 782,001 747647
5,086 10,597 15,683
(30,629) {19,824) (50,453)
{1,500) (100) {1,600)
(26,120) (335,620) {362,040)
(53,163} (345,247) (398,410)
{87,607) 436,844 349,237
25,357,086 8,474,370 33,831,436
25269459 $ 8911214 $ 34,180,673

See notes to basic financial statements,
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CITY OF BATAVIA, NEW YORK
STATEMIENT OF CASH FLOWS - ENTERPRISE FUNDS
FOR THE YEAR ENDED MARCH 31, 2013

_ Sewer Water Total
CASH FLOWS FROM OPERATING ACTIVITIES: _
Cash recelved from customers $ 2,494,840 % 2384762 % 4,848,602
Cash payments for contractual expenses (542,052) {2,610,730) (3,152,782)
Cash payments o employees for services {759,129) {1,080,291) {1,889,420)
Other operating revenue _ 82,874 1,982,696 2,065,570
Net.cash provided by operating activities 1,236,533 836,437 1,872,970
CASH FLOWS FRON NONCAPITAL FINANCING ACTIVITIES:
Operating subsidy to governmental funds {26,120} {335,920) (362,040)
Net cash used by rioncapital financing activities (26,120} (335,920) (362,040}
CASH FLOWS FROM CAPITAL AND FINANCING ACTIVITIES: _ _
Acquisition and construction of capital assels (307,012) {28,372y {335,384).
Principal payments on debt (842,531) (28,153) (870,684)
Instaliment purchase debt proceeds 204,276 28,371 232,647
interest paid on debt {30,629} (19,824) (50,453)
Net cash used by capital and financing achivilies {975,895) (47,978) . {1.023,874)
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on cash and investments 5088 10,597 15,683
Net cash provided by investing activities 5,088 10,507 15,683
Net increase in cash ‘ 238,603 263,138 502,739
Cash - baginning 2,502,307 4,459,539 6,861,846
Cash - ending’ $ 2741010 $ 4722875 $ 7,464,585

Reconciliation of income frorm operations

to hiet cash provided (used) by operafing activities:
tncorme {loss) from operations $ {34,444y $ 782091 % 747,647
Adjustments to recongile income (loss) from.operations fo

net eash provided by operating activities:

Depreciation s

Change in dssels and liabilities

Decrease {increase} in:
Accounts recelvable {2,508) (150,802% {153,311}

1,309,138 138,380 1,445,518

Duge from other governments 7,217 7.247
increase (decrease) in: '
Accounts payable 35,990 (126,758) (90,768)
Accrued liabilities (81,633) (4,467) (86,100)
Compensated absences 4,283 (14,487} {10,204}
Other post employment benefit 5,708 7,263 . 12,871
Net cash provided by operating activities % 1,238533 % 836437 % 1,872,970

See notes fo basic financial staternents,
At



CITY OF BATAVIA, NEW YORK
STATEMENT OF NET POSITION -

EIDUCIARY FUNDS
MARCH 31, 2013

Private
Purpose
Trusts Agency

ASSETS:
Cash and cash equivalents $ - 263,321
Cash and cash equivalents - restricled 21,262 -

Total assets - $ 21,252 263,324
LIABILITIES AND NET POSITION:

- LIABILITIES: .

Agency liabilities $ - 263,321 -

Total liabilities - 263,321
NET POSITION:
Restricted frust funds 21,252 -

Total iiabilities and net-position 5 21,252 263,321

See notes fo basic financiatl statements.
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ADDITIONS:
Interest

Total additions
Change in net position

Net position - baginning

Net position -~ ending

CITY OF BATAVIA, NEW YORK
STATEMENT OF CHANGES IN NET POSITION -
~ FIDUCIARY FUND
FOR THE YEAR ENDED MARCH 31, 2013

See notes to basic financial statements,
Al3

Private
Purpose
Trusts

10
10
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. REPORTING ENTITY

The City reporis related organizafions under the guidance of the Governmental Accounting Standards.
Board (GASB). The Standards define the primary government, and redefines and esiablishes the
criteria for which potential comiponent units are included in the reporting entity. The Standards aiso
defihe financial accountability of the: primary government as being determined on the basis of fiscal
dependency, appointment of a voling majority of a governing board, ability fo impose ifs will or
potential for the organization to provide specific financial benefits to, or to impose specific financial
burdens on the primary government.

According fo GASB Staterient No. 14 a related organization of a primary government is defined as
one In which the govermnment appoints a voting majority of the board, but is not financially accountable
for the organization. The City appoints a voting majority of the Batavia Housing Authority’s board;
however; no financial burden or benefit relationship exists between the Cily and the Authority. The
Authority maintains and runs a senior citizens’ housing unit within the City.

JOINT VENTURES - The Cily 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 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 entirely, except those that are fiduciary. The statements dlstmgu:sh
between governmental and business-iype 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 governmenial activities. Direct expenses are those that are
specifically associated with and are clearly identiflable to a particular function. Direct or program
revenues include fees, fines and charges paid by the recipients of goods of services offered by
the programs, Operating grants include program-specific and discretionary grants and
contributions that are restricted to meeting the operational or capital requirements of a pariicular
function. Revenues that are not classified as direct revenues, including property taxes, non-
property taxes, investment earnings, and general state aid are presented as general r‘evenues.
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~ CITY OF BATAVIA, 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 constitule its assets, ligbilities, fund equity, revenues,
and expendifures/expenses. Funds are organized into thiree major categories: governmental,
proprietary, and fiduciary. An emphasis is placed on major funds within the governmantal and
proprietary categories. A fund is considered major if it is the primary operating fund of the City or
meets the following criterial

a. Total assets, liabilities, revenues, or expendituresfexpenses of that individual governmental
or proprietary fund are at least 10 percent of the corresponding total for all funds of that
category or typs; and

b, Tofal assels, liabilities, revenues, or expendituresfexpenses of the individual governmental
fund or proprietary fund are af least 5 percent of the corresponding total for all governmental
and proprietary: funds combined, '

Governmenfal Funds

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

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

c. Special Grant Fund - used fo account for community development block grants and other
federal or state grants not required to be accounted for in other funds.

d. Mall Maintenance Fund - used to account for the maintenance of the Batavia City Centre
(formerly the Genesee Country Mal).

e. Small Cities Fund — used o account for the activity of the City's New York State Small Cities
Block Grant and U.S. Department of Housing and Urban Develepment programs.

. Self Insurance Fund - used to account for workers’ compensation insurance transactions for
all funds of the City. This:fund is also used to account for the liability related o open workers'
compensation claims from the period when the City was self insured for workers'
compensation.

Proprietary Funds
The City reports the following enterprise funds:

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

Froprietary funds distinguish operating revenues and expenses from nonoperating ftems.
Operating revenues and expenses generally resuit 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, and water agreement and rental of real property
for the Water Fund. Operating expenses for the proprietary funds include the cost of sales and
services, personnel services, and depreciation of capital assets. All revenues and expenses ot
meeting this definition are reported as nonoperating revenues and expenses.
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1.~ SUMNMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continited)

Fiduciary Fund Types

Fiduciary Fund Types include Expendable and Nonexpendable Trust Funds and Agency Funds.
The Expendable and Nonexpendable 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.

Expendable and Nonexpendable Trust Funds are accounted for on the accrual basls. Agency
Funds are custodial in nature (assefs equal liabilifies) and géenerally are actounted for on the
cash basis.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The City has elected fo apply all GASR pronouncements, applicable Financial Actounting Standards
Board (FASB) Codification, and Accounting Principles Board {APB) opinions issuéed on. or before
November 30, 1889, unless those pronduncenients conflict with or contradict GASB pronouncements.

The government-wide and fiduciary fund financial statements are reporied using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded af the time liabilifies are incurred, regardless of when the related
cash’transaction takes place. Nonexchange transactions, in which the City gives or receives value
without directly recéiving or giving equal value in exchange, include property faxes, gianis and
donations. On an accrual basis, réevenue from property faxes is recognized In the fiscal year for
which the taxes are levied. Revenue from granis and donations are recognized in the fiscal vear in
which all eligibility requirernents have bean satisfied.

The governmental fund staternents are reporied using fhe currént financial rescurces measurement
focus and the modified accrual basis of accounting. Under this method, revenues are recognized
when medasurable and available. The City considers all revenues reported in the governmental funds
io be available.if the revénues are cellected within-one year after the end of the fiscal year, with the
exception of property taxes, which the period of avallability is sixty days.

Expenditures are recorded when the related fund liability is incurred, except for principal and interest
on general loRg-term debt, claims and judgments, and compensated absences, which are recognized
as ‘expenditures to the extent they have matured. General capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt are reported as other
financing sources: Lo . .

D. BUDGETARY DATA

1. BUDGET POLICIES - The City Manager prepares a budget for approval by City Coundil. City
Councll 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 constifute a fimitation on expenditures {(and encumbrances) which may be incurred.
Expenditures may not exceed approprlatlons which lapse at the end of the fiscal year.
Subsequent transfers or adjustment in the approved budget may be made only by the City
Coundil or, in cerlain limited circumstances by the City Manager.

2. ENCUMBRANCES - Encumbrance accourting, under which purchase orders, contracts and
other commitments for the expenditure of monies are recorded for budgetary control purposes in
order to reserve that portion of the applicable’ appropriations, Is employed as a confrol in
preventing over-expenditure of established appropriations.
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Open encumbrances are reported as assignments of fund balance since they do not constitute
expenditures or liahiliies and will be honored through budget appropriations in the subsequent
year.

3. BUDGET BASIS OF ACCOUNTING - Budgets are adopted annually on a basis consistent with
accounfing principles generally accepied 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.

E. DUE TOIFROM OTHER FUNDS

During the course of operations, numerous transactions oceur between individual funds that may
fesult in amounts owed between funds. Those refated to goods and setvices 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 represent
amounts due between different fund types (govérnmental and proprietary 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 al year-end is provided subisequently in Note 3., A, 3.

F. CAPITAL ASSETS
Government-wide statements;

In the government-wide financial statements, fixed assets are accounted for as capital assefs. All
fixed assels are valued at historical cost, or estimated historical cost if actual cost is unavailable,
except for donated fixed assets which are recorded at fheir estimated fair value at the date of
donation. Prior to January 1, 1880, governmental funds’ infrastructure assets were not capitalized.
The City has elected fo-adopt the more liberal pravisions of GASB. Statement No, 34 which allows
retroactive reporting of only major general infrastructure assefs. acquired, or significantly
reconstructed or improved in fiscal years ending after Decernber 31, 1879, Capital assels are
reported at actual cost for acquisitions subsequent to April 1, 2003,

Capitalization thresholds (the dollar valug @bove which asset acquisitions are added to the capltai
asset accounts), depreciation methods, and estimated useful lives of capital assets reported in the
government-wide statemnents are as folfows:

Capitalization Depreciation  Estimated

Threshold Method . Useful Life
Buildings $ 50,000 straight-line  25-50 years
Buiiding and site improvements 50,000 strgight-line  10-50 years
Infrastructure 200,000 straight-ine  25-50 years
Furniture and equipment 5,000 straight-line 3-20 years
Vehicles 20,000 straight-fine 3-5 years

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,
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G. DEFERRED OUTFLOWS/INFLOWS OF RESOURGES

In addition to assets, the stafement-of financial position will sometimes report a separate section for
deferred outflows. of resources. This separate financial statement element, deferred oufflows 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 (expensefexpenditure) until then. The City has no deferred
ouiflows as of March 31, 2013,

in acidmon fo liabilities, the statement of financial posifion will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of flnd balance that applies to a future period(s} and so will not
be recognized as an inflow of resources (revenug) untif 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

H. INSURANCE

The City has purchased a commercial insurance policy for most risks including general, personal
injury, employee benefits, police professional, automobile and pubfic official lability effective February
12, 2008. 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 fiability
has been incurred and the amount of loss can be réasonably estimated.

. LONG-TERM LIABILITIES

All fonig-term Habilities to be repaid from governmental and business-type resources are reported as
liabilities in the govarnment-wide statements. The long-tert liabiliies consist primarily of serial bords
payable, the City's portion of debt issued by other governments on joint projects, instaliment
purchases, other post employment benefiis and compensated absences.

Long-term liabilities for governmental funds are not reporied as a lability in the fund financial
statements. The debt proceeds are reported as other financing sources and payments of principle
and interest is reported as expenditures.

J. COMPENgATED ABSENCES

The City's tabor agreements and City Councit rules and regulations: provide for sick and vacation
leave, Upen retirement certain eligible employees qualify for paid medical and dental insurance
premiums and/or payment for fractional values of unused sick leave. These payments are budgeted
annually.

Consistent with GASB' Statement No. 16, Accounfing for Compensated Absences, an accrual for
accumuiated sick leave is inciuded in compensated absences at yearend: The compensated
absences liability is calculated based on the confractually negoliated rates in effect at year-end,

Compensa&ed absences for governmental fund type employees are reported as a fund liability and
expenditure in the governmen't—w:de financial statéments. A portion of the compensated absences
liability recognized is atfributed fo the value of sick leave converted to pay the employees' share: of
post-employment health Insurance premiums. Thé compensated absences lability for the
Governmental and Enterprise funds at the year-end fotaled $2,275,667 and $329,269, respectively,

Payment of compensated absences recorded in the government-wide financial statements is
dependent upon many factors; therefore timing of future paymenis are not readily deferminable.
However, management believes that sufficient resources will be made available for the payment of
compensated absences when such payments become due.
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Confinued)

K. POST EMPLOYMENT BENEFITS

In addition to providing compensated absence and retirement benefits, the City provides post
employment health insurance to its refirees in accordance with provisions of the employment
contracts negotiated between the City and the Batavia Firefighters Association, LA.F.F Local 898, the
Civil Service Employees Association, CSEA Local 819, the American Federation of State, County and
Municipal Employees, AFSCME Local 3632, the Batavia Policeé Benevolent Association and non-
union management. Substantially all employees in these bargaining units may become eligible for
these benefits if they meet the retirement eligibility requirements under their contracts while working
for the City. The City aceounts for these benefits as described in Note'3,, B, 2.

L. INTERFUND TRANSFERS

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

M. FUND EQUNTY

Government-wide sfatements:

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

a. Netinvestment in capital assets - Consists of capital assets including restricted capital assels, net
of accumulated depreciation and reduced by the otfstanding balances of -any bend anticipation
notes, bonds, mortgages; notes; or other borrowings that are attributable fo the acquisifion,
construction, or inprovement of those assefs.

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 niet position - Reports all other net positions that do not meet the definition of the
above two classifications and are deemed lo be available for general use by the City.

Fund 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 3.,C. - ‘

N. REAL PROPERTY TAX

Real property taxes are levied upon budget adoption and become an enforceable lien on April 1%
Taxes are payable in two instaliments on May 1% and August 1. The City assumes enforcement
responsibility for all property taxes levied by the County on properties within the City. The City also
enforces real property taxes of the Batavia City School District, which are unpaid at January 1%, The
City pays the County and School District the full amount of the property taxes collected on their
behalf. Ahy amounts which have been collected as of March 31" but have not yet been remitted fo
the. School District are included in the account "Due to other governments”.
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued}

In the fund financiai statements, property takes are recorded as revenue in the period levied to the
extent they are collected within 60 days of year-end. The City is permitied by the New York State
Constitution to fevy taxes up fo 2% of the most recent five-year average full valuation of taxable real.
property. Principal and interest on long-term debt refated to Water and Sewer debt {if application filed
with Office of State Comptroller) and budgetary appropriations for capital outlay are excludable. In
the 2012-13 year, the five-year average full valuation was $521,694,433 allowing for a2 maximum tax
limit of $10,433,888 (includes allowance exclusions). The Cily. tax levy was $5,712,674 for the year
ended March 31, 2013,

Q. USE OF ESTIMATES

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
cerfain reported amounts and disclosures.  Accordingly, actual results could differ from those
estimates.

P. STATEMENT OF CASH FLOWS

For purposes of the statement of cash flows ~ enterprise funds, the City considers cash fo be all
unrestricted and resftricted cash accounts including demand accounts and certificates of deposit with
an original maturity of generally three months or less.

Q. NEW ACCOUNTING PRONOUCEMENTS

in June 2011, ftie GASB issued Statement No. 63, Financial Reporiing of Deferred Oufflows of
Resources, Deferred inflows of Resources and Net Posifion, which establishes standards for
reporting deferred outflows and deferred inflows of resources and net position. The statement
requires reporting of deferred outflows of rescurces (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 labilities. The difference bétween assels
plus deferred outflows of resources less liabilities plus deferred inflows. of resolrcss equals net
position and net position should be dlsplayed in three components as:; net investment in capital
assets, resfricted and unrestricled. GASB Statement No. 63 is effective for financial statement
periods beginining after December 15, 2011. The City adopted the provisions of the statement in
2013 on a refroactive basis by renaming certain balance sheet elements for all periods presented.-
The adoption of GASE Statement No. 83 did not materially affect the City's financial staternents.

Additionally, during the year ended March 31, 2013, the City completed the process of evaluating the
impact that wilt result from adopting GASB Statements No. 57, OPEB Measurements by Agent
Employers ahd Agent Muftiple-Employer ‘Plans, No, 80, Accounting and Finaricial Reporting for
Service Concession Arrangements, No. 62, Codificalion of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1889 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 March. 31, 2013, GASB Statements No. 57,
60, 62 and 64 did not have a material impact on the City‘s financial position or results from
opefations.
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The GASRE has issued the following new statements:

» Statement No. 61, The Financial Reporting Entify: Omnibus—an amendment of GASB
. Statements No. 14 and No. 34, which will e efféctive for the yearending March 31, 2014;

s  Statement No. 85, ftems Previously Reporfed as Assefs and Liabifities, which will be effective
for the year ending March 31, 2014;

s  Statement No, 66, Technical Corrections—20712-—an amendment of GASB Statements No
10 and 62, which will be effective for the year ending March 31, 2014;

+ Statemént No. 67, Financial Reporting for Pension Flans—an amendment of GASB
Statement No. 25, which will be effective for the year ending March 31, 2015;

» Statement No. 68, Accounting and Finaricial Reporting for Pensions—an amendment of
GASB Statement No. 27, which will be effective for the year ending March 31, 2016;

+ Statement No. 69, Government Combinations and Disposals of Gove:mment Operations,
which will be effective for the year ending March 31, 2015; and

s Statement No. 70, Accounting and Financial Reporiing for Nonexchange Financial
Guarantees, effective for the year ending March 31, 2015.

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

' NOTE 2 - REPORTING ON BUDGETARY BASIS

The City reports its budgetary status with the actual data including outstanding encumbrances as charges
against budget appropriations. This results in the following reconciliation of fund balance cormptited on a
GAAP basis and budgetary basis,

GAAP BASIS:
Fund Balance - March 31, 2013 $ 6,768,813
Dediuict outstanding encumbrances _ . 89978
BUDGETARY BASIS - Fund balance - March 31, 2013 $__§ﬁg@§,m_m

NOTE 3 - DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS
A ASSETS ‘
1. CASH AND INVESTMENTS

The City's investment policies are governed by State statutes. In addition, the City has its own
writien 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 US. Treasury and U.8. Agencies, repurchase
agreements and obligations of New York State or its locaiities.

Collateral is required for demand and fime deposits and cerlificates of deposit not covered by

Federal Deposit Insurance, Obligations that may be pledged as collateral are obiigations of the
United States and its agencies and obligations of the State and municipalities and school districts,
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 3 - DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS {Continued)

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, siate
and other legal requirements; and provide sufficient liguidity of invested funds in order fo meet
obligations as they become due. Oversught of investment agtivity is the responsibility of the City
Manager.

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 imit investment maturities as a2 means of managing
its exposure to fair value losses afising from Increasing interest rates.

Credit Risk

The City's poiicy is to minimize the risk of loss dué o failure of an issuer or other counterparty o
an investment to fulfiit its obligations. The City's investment and deposit policy authorizes the
reporting entity to purchase the following types of investments:

» Interest bearing demand accounts.

o . Certificates of deposit.

e QObligations of the United Stales Tfeasury and United States agencies.

+ 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 recovér its deposits, In accordance with the City's investment and
deposit policy, all deposits of the City including interest. bearmg demand accounts and certificates
of deposit, in exéess of the amount insured under the provisions of the Federal Deposit Insufance
Act (FDIC) shall be secured by a pledge of securifies with an aggregate value equal to 102% of
the aggregate amount of deposits. The Cify restricts the securifies to the following eligible items;

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

& Obligations issued or fully insured or guaranteed by New York State and ifs localities.
2. RECENABLES

Maior revenues accrued by the City, include the following:

a. Actounis Receivables - Amounts accrued at March 31, 2013:

Genéral Fund:

Franchise fees $ 210,307
Gross utilities : 31,256
Fines and forfeitures 10,087
Insurarice recoveries . 5140
Other misceltaneous receivables 115,396

Total governmental activities accounts receivable $_. 372206
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Sewer Fund:
Sewer rents $ 734,123
Other miscellaneous revenues 2404
Fotal accounts recelvable $__ 738527

Water Fund:
Water rents $ 1,008,722
Other miscellaneous revenues 1,736
Total aceounts receivable 5 '
Total business-type activities accounts receivable $_1.748985

b. State and Federal Recelvables - represents amounts due primarity from New York:State and
the federal government. Amounts accrued at March 31, 2013 consist of:

Capital Fund:
Summit Street reimbursement § 1,728
Cedar Street reimbursement 161,639
Total state and federal recelvables $.... 173367

c. Due from Other Governments - represents amounis due primarily. from the County of
Geneses, New York, and other governmenta! entities. Amounts accrued at March 31, 2013,
consist of: '

General Fund;

NYS sales tax $ 1,411,058
Planning BOA grant 162,664
Total governmental activities due from other governments 51563622
Water Fund;
City/County water agreement $....526,667

3. LOANS RECEIVABLE

The loans receivabie recorded in the Small Cities' Grant Fund represent micro-enterprise loans
receivable issued under the New York State Small Cities Block Grant programs and those passed
through the U.8. Department of Housing and Urban Development. Loans outstanding as of
March 31, 2013, under both prograrns amounted to $109,784, net of an allowance of $25,12¢ for
uncoliectible loans,

The loans receivable recorded in the Special Grant Fund represent ioans issued through Batavia

Development Corporation. Loans outstanding as of March 31, 2013, amounted to $157,264, net
of an allowance of $42,054 for uncollectable loans.
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4.

INTERFUND ACTIVITY

Interfund activity balances at March 31, 2013, are as follows:

Interfund inferfund Interfund Interfund
Receivable Payable Revenues Expenditures
General Fund’ % 10,000 & 8755 & 350030 § 273465
Water Fund - - - 335,920
Sewer Fund - - - 28,120
Capital Projects Fund 1,408 - 8,955 50,030
Special Grant Fund - 10,000 - -
Self-insurarice Fund - - 326,550 -
Small Cities Fund: 2,986 . - - -
Mall Fund 4,363 - e -
Total $ 18755 $_ IB7SE5 $__685535 $__6B5535

The interfund activity between the capital and general funds is related to Various capital projects.
Transfers among funds are provided for as part of the-annual budget process.

CAPITAL ASSETS

Capital asset activity for the year ended March 31, 2013, was as follows:

Balance _ Balanice
§4/01M12 Additions Disposals: 03/31/13
Governmental activities: o
Capital assets, not being
depreciated: o
Land $ 1140338 § 1 & 5751 § 1,134,588
Construction work in _
progress 6,462,809 212,905 - 6.675.714
Total capital assets, not .
being depreciated $__7603147 $._.2129008 $ 5751 $..7.810.302
Capital assets, being depreciated:
Buildings and building _
improvements $ 9781357 % - § - § 9,781.357
Machinery, equipment
and vehicles 5,345,534 827,612 430,504 5,742,242
Infrastructure 3.788.051 - - 3,789,051
Total capital assets, being
depreciated 18,915,842 827,612 430,904. 19,312,850
Less accumulated depreciation:
Buildings and buiiding
improvements 2,556,787 243,179 - 2,799,066
Machinery, equipment _
and vehicles. 3,747,802 261,607 383,885 3,625,414
infrastructure 2.668.423 184,676 - 2,843,000
Total accumuiated _
deprediation 8,963,012 589,362 383.805 9,268,479
Total caplial assets, being _ :
depreciated - net 9,552,930 138,250 47,009 10,044,174
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Governmental activities capital
assets, net

Business-type activities:
Capital assets, riof
beirig depreciated:
f.and
Construction work in
progress

Total capial assets, not
heing depreciated

Capital assefs, being depreciated;

Biildings and building
irnprovements

Machinery, equipment
and vehicles

Infrastructure

Total capital assets, being
depreciated

Less accumulated depreciation:
Buildings and building
improvements
Machinery, eguipment
and vehicles
Infrastructure _
Total accumulated
depreciation

Total capital assets, being
depreciated - net

Business-type capital assets,
net

Balance. Balance
04/01/42 Additions Disposals 03/31/13
$._17.566077 $___ 351156 $__ 52760 §$ _17.854473
$ 41,500 $ - % - % 41,500
1,848,197 1314 . __ 1255703 592,808
1880607 $ 1314 §__1.286.703 § 634.308

$ 41,427,000 3 - % - $ 41,427,000
994,955 334,070 52,450 1,276,575
12,580,027 1,256,703 - _ 13806730
54,971,982 1.500.773 52.450 56,510.305
22,032,827 1,043,209 - 23,076,126
547,717 72,760 50,850 569,627
5,320,110 329,453 - 5649569
27.900.654 1,445,518 50,850 29705372
27.071.328 145,255 1,600  27.214.983

$.28961.025 $__ 146560 §__ 1258303 $ 27,849,201

Depreciafion expense was charged to functions as follows:

Governmenta! activities:
General government
Police
Fire
Health
Transportation
Culture and recreation
Home and community

Total governmental activities depreciation expernse

$ 167,237
53,887
60,007
12,977

280,165
108,697

6,392

689,362
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Business-ype activities: '
Water 136,380

Sewer 1,309,138
Total business-fype activities depreciation expense 1,445 518
Total depreciation expense $...2.134.880
B. LIABILITIES

1.

PENSION PLANS

The City of Batavia participates in ’the New York State and Local Employees’ Retirement Systern
(ERS) and the New York State and Local Police and Fire Refirement System (PFRS). These are

- costsharing multiple-employer, public- employee retirement. systems, The Systems provide

retirement benefits as well as death and disability benefits. Obligations of employers and
employees to confribute 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 (Comptrolier) serves: as sole trustee and administrative head of the
Systems. The Comptroller shall adopt: and may “amend rules and regulations for the
administiation, fransaction of e 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 Retitement Systems, 110 State Strest, Atbany, NY 12244,

FUNDING POLICIES

The Systern is noncontriblitory 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 fier V and VI employees,
employees in the system more thean fen years are no longer.required to contribute. Tn addition,
employees contribution rates under ERS tier Vi vary based on a sliding salary scale. Fof the New
York State and Local Employees’ Retirement System, the Comptrolier shall certify’ annuatly the
rates expressed as proportions of payroll of members, which shall be used in computing the
contributions required fo tie made by employers o the pension accumuilated fund.

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

ERS PERS
2013 $ 606,680  $1,156,334
2012 $ 469,774  $ 740,124
2011 $ 358,000 § 891418

The City of Batavia contributions made fo the Systems were equal to 100 percent of the
contributions required for each year. The Cily chose o prepay the required contributions by
Pecember 15, 2012 and received an overall discount of $15,866.
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2. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)

a.

PLAN DESCRIPTION

The City of Batavia, New York {the City), administers the City of Batavia 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 fo 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.

FUNDING POLICY

The obligations of the Plan members, employers and other enfifies 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 confributes enough money to the Plan to
satisfy current obligations on a pay-as-you-go basis. The costs of administesing 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 willihg buyer to a willing selier.

ANNUAL OPEB COST AND NET OPEB OBLIGATION

The City's annual other post employment benefit (OPEB) cost {expense) is calcitated based
on the annual required contribution of the employer (ARC). The City has engaged an actuary
to calculate the ARC and retated information per the provisions of GASB Staterrent No. 45
for employers in plans with less than two 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 actuaria! liabilities {or funding excess) over a period not to
exceed thirly years. The following table shows the components of the City's @nnual OPEB

~cost for the year, the amount actually contributed 1o the plan, and the City's net OPEB

obligation fo the Retiree Health Plan at March 31, 2013

Fiscal Year Ending

Annual OPEB Cost and Net OPEBR Obligation 331713
Normal Cost $ 213,081
Amortization of UAL 397,470
Interest : 24472
ARG 634,973
interest on OPEB Ohbligation 112,685
Adjustment to ARC {162.815)
OPEB Expense 584,743
Net OPEB contributions made during the fiscal year (365,588)
Net OPEB obligation at beginning of year 2.817.118
Net OPER obligation at end of year $..3.038274
Percentage of expense contributed B2.5%
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e.

FUNDED STATUS AND FUNDING PROGRESS

As of the actuarial valuation dated April 1, 2010, the actuarial accrued liability for benefits was
$7,147,986, all of which was unfunded. The covered payroll {annual payroli of active
employees covered by the plan) was not available, and the ratio of the unfunded usavailable
accrued Jiability to the covered payroll was not available. The total post employment health
insurance cost to the City for 38 retirees was $365,585 for the year ended March 31, 2013,

The: projection of future henefit payments for an ongoing plan involves estimates of the value
of reported amounts and assumptions about the probability of occurrence of events far info
the futtre. Examples include assumptions about future employment, mortality, and the
healthcare cost frend. Amounts determined regarding the funded status of the plan and the:
annual required contributions of the employer are subject to continual revision as actual
resulis 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
A38, presents multiyear frend information about whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liabilities for benéfits.

METHODS AND ASSUMPTIONS

Pro;eétions of benefits for financial reporting purposes are based on the substantive plan {the
plan as understood by the employer and plart members) and include the fypes of benefits

provided at the time of each valuation and the historical pattern of shating of benefit costs

between the employer and plan members. The methods and assumpttons used include
techniques that are designed fo reduce the effects of shertterm volatility in actuarial acerued
Kabilities and the actuarial value of assels, consistent with the long-terin’ perspettive of the

caloulations. The following assumnptions were made:

The March 31, 2011 actuarial valuation, with a vafuation date of April 1, 2010, otilized the
entry age actuarial cost method. The actuarial assumptions included & 4 percent investment
rate of return (net of administrative expenses), which is the expected short-ferm investment |
rate of the City's own assets, and an annual healthcare cost trend of 11 percent’ initially,
reduced by decrements to an _uitimate rate of 5 percent after 6 years. Both rates included a
2.5 percent inflation assumption. The UAAL is being amorlized as & level percentage of
projected payrolls on an open basis. The refmaining amortization period is tweénty-six years.

ALLOCATION OF POST EMPLOYMENT BENEFITS
The City's allocation of their OPEBR fiability to the City's functions are as follows:

Governmentat activities:

General government $ 15,570
Police 6,192
Fire 64,987
Public safety 71,832
Transportation 23,759
Cuiture and recreation 15,158
Home and community service 4,707

Total governmental activities OPEB expense $__ 208185
Business-type activities:

Home and community service $ 12.970
Total business-type activities OPEB expense §....221.158
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3. SHORT-TERM DEBT

BOND ANTICIPATION NOTES - The City may issue Bond Anticipation Notes (BAN), in
anticipation of proceeds from the subsequent sale of bonds. These notes are recorded as current
iabilities of the funds that will actually receive the proceeds from the issuance of bonds. State
iaw requires that BANs issued for capital purposes be converted to long-efm financing within five
years after the original issue date. During the current year, the Cily recognized $10,168 of
expenditures for their Bond Anticipation Notes interest and capitalized $3,918 of inlerest in the
Sewer Fund. '

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

Interest Balance Balance
Rate 04101112 Issued Redeemed 03/31/13

BAN maturing 06/14/12  0.80% $ 978,000 $ - $ 978,000 $ -

BAN maturing 06/14/12  0.80% 165,000 - 185,000 -
BAN maturing 06/14/12  0.80% 624,000 - _.624,000 .
$.1767.000¢ .. - 91767000 $__ .. -

4. LONG-TERM LIABILITIES

a. SERIAL BONDS - The City borrows money in order to acquire or consiruct squipment,
buildings. and improvements. This-enables the cost of these capital assets fo be botne by the
present and future taxpayers receiving the benefit of the capital assets. These are long-term
liabilities, which are full falth and credit debt-for the City. During the current year, the City
recognized $255,385 of expenditures for gerial bond interest.

b, CHANGES IN | ONG-TERM LIABILITIES - The following is a summary of changes in long-
ferm liabilities for the year ended March 31, 2013:

Balance Balance Due within
04101112 Additions Payments 331413 One year

Governmental aclivities;
General obligation debt: _
Serial Bonds $ 5,308,000 % - § 342,000 $ 4,988,000 $§ 346,000
Other long-term ligbilities:
Due to other governmients

-Courthouse: 431,250 - 78,000 353,250 82,500
Due io other governments

-Dwyer Stadium 201,328 - 5,000 196,328 5,000
Due to ctfier governments _

Landfil 345,210 - 14,338 330,872 16,544
Installment purchase debt 688,314 51,069 80,203 678,480 63,862
Cempensated absences 2788026 1,083,110  1,565469 2,275,667 227,567
Other post empidyment _ '

benefits 2,500,820 550,448 342,263 2,709,005 -
Total governmental

actlvities $..12.262.948 §_1654627 $.2407.973 $_ 11509602 $_.741.473
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Balance _ Balance Due within
04/01/12  Additions Payments 3131113 One year

Business-lype activities:
General obligation debt:

Serial Bonds $ 1,847,000 & - % 168,000 $ 1,645,000 $ 139,000
Other long-term liabilities:
nstaliment purchase debt 232,384 232,847 48 684 416,347 49,335
Compensated absences 396,948 103,771 113,974 388,745 38875
Other post employment
benefits 316,299 34,295 21,325 320.269 -

Total business-type
activities §_2792631 % 370713 $__381083 $_ 2781361 $__227.010

The following is a summary of mafurities of serial bonds and installment purchase debt with
corresponding maturity schedules:

Original ~ Amount of Date of
Date Qriginal interest Final
Issue Description Isstied lssue Rate Maturity Balance
Governmental Funds:
Serial bonds _ _

Dwyer and BID-Refunding o811 $1,200,000 2.000-3.126% 0820 $1,085,000

Landfil 11/05 1,360,000 4.000-5.000% 11721 670,529

Equipment 11/05 100,000  4.000-5.000%  11/21 49,304

Dwyer Stadium 11108 110,000 4.000-5.000%  11/21 54,234
City Gentre 11705 22_5,0'00. 4.000-5.000% 1121 110,933
City Centre 11/05 3,580,000 4.000-5.000% 11/36 3,016,000
Instaliment purchase debt 11406 923,454 3:84% 11/21 634,074
installment purchase debt
vacuum truck 11512 51,069 1.819% 04119 44 406
Enterprise Funds:
Sewer Fund:
Sertal bonds

State clean water and 07/98 2,165,500 3.480-5.430% 10719 895,000

drinking water :

City Centre 11/05 447,500 4.250% 11136 377,000
instaliment purchase debt 11/06 91,407 1.850% 11/21 62,763
Installment purchasé debt

vacuum fruck 1112 204,275 1.819% 0419 177,614

Water Fund:
Serial bond _

City Centre 11105 447,500 4.250% 11436 877,000
[hstallment purchase debt 111086 220,364 3.84% 1121 151,308
Installment purchase debt o

vacuum truck /42 28,372 1.818% 04/19 24,662

GRAND TOTAL 7 $7,709,827

¢. OTHER LONG-TERM LIABILITIES

Compensafed absences - represents a Hability for sick and vacation leave accrued by
employees and payabie upon retirement.
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Other Post Employment Benefits - represents benefits owed to reliress as described at Note
3.,B.2

instaliment Purchase Debt - The Cily has eniered inte Energy Performance Contracts for
energy conservation improvemenis and equipmeni. Principal and interest payments are
made annually. The first payment was made in November, 2007, The interest rate is 3.84%.
The. City has also entered into an agreement fo purchase a vacuum truck; principal and
interest payments are made annually. The first payment was made in November 2012, The
inferest rate is 1.819%. During the current year, the City recognized $17,033 of expenditures
for their installment purchase debt interest.

Due to other governments - The City shares responsibility for the long-term maintenance of a
landfill site in the Town of Batavia. The Cily's portion of the liability has been estimated at
$330,872 as of March 31, 2013 and is included in the long-term debt recorded by the City, as
discussed further in Note 4.A. The City also owes Geneses County a portions of the financing
of the Genesee County Courthouse and Dwyer stadium. The liability for these as of March
31, 2013 was $353,250 and $196,328, respectively,

d. MATURITY - The following table summarizes the City's fufure seriai bonds and instaliment
purchase debf requirements as of March 31, 2013;

Installment
Fiscal Year Serjal Bonds interest Purchase Debt  Inferest
2014 $ 485,000 $ 243,633 $ 113197 $ 19424
2015 485,000 229,308 117,491 17,929
2016, 515,000 - 213474 122,540 15,763
2017 525,000 196,434 127,768 13,505
2018 505,000 179,387 133,182 11,150
2018-2023 1,765,000 655,208 - 480,649 20,845
2024-2028 970,000 417,137 - -
2028-2033 1,216,000 191,589 - -
2034-2036 150,000 12,150 - -
Total $.6.6815000  $2.338621°  $1.004827  $__ 98617

.The City is permitted by the New York State Constitution to Issue indebtedness up to. 7% of the

most recent five-year average full valuation of taxable real property. Certain indebledness is
excluded from this limit. In the fiscal year, the five-year average full valuation was $521,694,423
affowing the City to incur debt up to $36,518,610. Currently, the City has $5,846,450 in debt
chargeable against the debt limit, leaving an available margin of $30,672,160.

C. FUND BALANCES
As of March 31, 2013, fund balances on the fund basis statements 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 March 31, 2013, the City had no
nonspendable fund balances.
Restricted - ammounts with consfraints placed on the use of resources either externally imposed by

credifors, grantors, contribufors or laws or regulations of other governments; or imposed by law
through copstitutional provisions or enabling legisiation,
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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, ie., the City
Council.

Assigned - amounts that are constrained by the City's intent fo be used for specific purposes, but
are: neither restricted nor committed. The assigned category includes funds encumbered as of
March 31, 2013 and appropriation of fund balances. Also, the City Council has auttiorized the
City Manager to assign amounts for specific purposes.

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 March 31, 2013, fund balances were classified as follows:

Non-Major
General Funds Total
Restricted:
Insurance-general liability $ 888,736 $ - $ 888,736
Employee benefit 37 - 37
Retirement contribution 376,109 ' - 376,109
Repairs 80,658 - 60,668
Other-EMS 27,479 - 27,479
Capital projects 1,603,596 - 1,603,506
Small cities - 120,564 129,564
Special grant - 339,193 339,193
Committed: _ -
Improvements 345,000 - 345,000
Assigned;
Encumbrances- .
General government 50,797 - 50,797
F_’vbhc safely 14,481 - 14,481
Transportation 7,192 - 7,192
Culture aiid recreation 18,050 - 18,050
Honiegdnd community 9,478 - 2,478
Fire. 50,000 - 50,000
Facilities 550,000 - 550,000
Sidewalks _ 100,000 - 100,000
Employee benefit accrued
liability reserve 50,000 - 50,000
South Jackson/Ottis resurfacing 150,000 - 150,000
Subsequent ysars'
 expenditures 160,000 - 160,000
Capital projects fund - 79,613 79,513
Self insurance - 326,552 326,552
~ Mall maintenance - 85,448 85,448
Unassigned:
Generdl fund . 1.344 950 - .. 1,344,950
Total $__5.806543 $___ 960,270 $_6.776813

The City adopted a formal spending policy, under the provisions of GASB Statement No. 54, stafing
the City Council will assess the current financial condition of the City and then determine the order of
application of expenditures to which fund balance classifications will be charged.
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A. LANDFILL CLOSURE COSTS

The Cily has been identified by the United States Environmental Protection Agency (EPA) as a
responsible party which can be held liable for a portion of the long-term maintenance and operation of
a landfill site in the Town of Batavia,

The cost for the long-term maintenance and operation of the landfili has been estimaied fo be
approximately $441,162, All parties designated as polentiglly responsible parties by the EPA
participated in a Pilot Allocation Program. As a result of the Pilot Allocation Program, 75% of the
fong-term opefation and maintenance costs have been allocated to the. Cily, or $330,872. As of
March 31, 2013, a liability has been recorded in the Governmental activities funds for future
mainienance and opefation costs.

B. COUNTY WATER AGREEMENT

Buring the year ended March 31, 2001, the Cily entered info an agreernent with Genesee County
whereby the County has assumed_ res_pons_:bmty for the production, treaiment, operation,
maintenance andfor supply of municipal water. Under the terms of the agreement, the County has
agreed to lease the City's water supply and treatment facilities for a term not to exceed 10 years. The
agreement also calls for the transfer of title to, access to, andfor rights to the County for cerfain
machinery and equipment used in connection with the water supply and treatment facility. In addition,
the City entered into-an operational agreement with the County to operate and maintain the facilities.
in exchange, the City has agreed fo purchase water from the Courity on a wholésale basis. The rate
in effect for the fiscal year ended March 31, 2013 was $4.44 per 1,000 galloris for the first 300,000
gallons and $3.70 per 1,000 gallons over 300 000 gallons. This rate is subject to adjustment on April
1* of each subsequent year.

C. RISK FINANCING AND RELATED INSURANCE

Health Insurance Plan

The City. independently self-insures costs related to an employee health insurance: plan {the Plan).
The Plan's objectives are to formulate, develop, and administer a health insurance program to obtain
lower costs for coverage, and fo develop a comprehensive 168s control program. The Plan uses
reinsurance agreements to reduce exposure 1o large losses on insured events. Reinsurance permits
recovery of a portion of the losses from the reinsurer, although it does not discharge the liability of the
Plan as a direct insurer of the risks reinsured.

Since actual ctaem costs depend on complex factors, the process of computing claim liabitifies does
not necessarily result in an exact amount. Such liabilities are based on the ultimate cost of claims
{mcludmg future claim adjustment expenses) that have been incurred but not charged or credited to
expense in the periods in which they are made. As of March 31, 2013, the Clty recorded fiabilities in
the amounts of $106,642, $10,364 and $7,867 in the General, Water and Sewer Funds, respectively,
for incurred but not reported insured events.

Workers' Compensation Plan

The City was previously independently self-insured for costs related to ap employee workers'
compensation plan (the Pian). However, during the fiscal year ended March 31, 2009, the City
changed to a premium based plan. Any claims incurred during the period in which the City was
independently self-insured continue to be the responsibility of the City. The formerly self-insured
Plan's objectives were fo formulate, develop, and administer & workers’ compensation program to
obtain lower costs for coverage, and fo develop a comprehernsive loss control program. The former
Plan uses reinsurance agreements fo reduce exposure fo large losses on insured events.
Reinsurance permits recovery of a portion of the losses from the reinsurer, although it does not
discharge the liability of the Plan as a direct insurer of the risks reinsured,
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CITY OF BATAVIA, NEW YORK
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 4 - COMMITMENTS AND CONTINGENCIES {Continued)

Since actual claim costs depend on complex factors, the process of computing claim liabilities does
not necessarily result in an exact amount. Such liabilities are based on the ultimate cost of claims
(mcludtng future claim ad;ustment expenses) that have been Incurred but not charged or credited to -
expense in the periods in which they aré made. As of March 31, 2013, the City has recorded a
liability for future costs associated with open claims of $41,513. The Cily has .not consulted an
actuary and has not estimated a liability for incurred but hot reported claim liabilities.

D. LITIGATION

The City is & defendant in various lawsuits, Although the outcome of these suits is not presently
determinable, in the opinion of the City's Corporation Counsel, the resolution of these mattérs will not
have a material adverse effect on the financial condition or results of operation,

E. CONSTRUCTION CONTRACTS

The City has entered into construction contracts in the amount of $300,000 for the Richmond Avenue
road project, $424,000 for the Cedar Street reconstruction project and $138,000 for the Summit
Street reconstruction project. The project costs as of March 34, 2013 for the. Cedar Street project and
the Summit Street project total $329,991 and $97,101, respectweiy The Richmond Avenue project is
scheduled to begin in the summer of 2013.

NOTE 5 - STEWARDSH!P, COMPLIANCE, ACCOUNTABILITY

A. OVERDRAWN APPROPRIATIONS

Expenditures for the year ended March 31, 2013 materially exceeded appropriations. in the General
Fund for public safety, economic assistance. and opportunity and home and community servicés by
$363,736, $159,852 and $26,968, respectively, however actual expendifures in total for the general
fund did not exceed appropriations.

NOTE 6 - SUBSEQUENT EVENTS

A purchase order was issued March 27, 2013, to Vendor #100572, Allstate Power Vac Inc., for cast in
place pipe lining, encumbering funds for this sewer project. It was compefiively bid previous to the
encumbrance and council approved the bid award. The City has designated reserve funds (restricled
fund balance) as a funding souice in the 2012/2013 budget.

On May 16, 2013 the City issued & bond anticipation note for sewer and highway improvement projectsin
the amount of $3,700,000. This bond anticipation note has a maturity date of May 15, 2014 and an
interest rate of 0.55%.

At the April 8, 2013 mesting, City Council approved a resolution authorizing the isstiance of refuniding

bonds: in the amount of $4,050,000 to advance refund the remaining outstanding 2005 Series A and 2005
Series B general obligation serial bonds.
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CITY OF BATAVIA, NEW YORK
SCHEDULE OF FUNDING PROGRESS FOR RETIREE HEALTH PLAN
FOR THE YEAR ENDED MARCH 31, 2013

Actuarial Valuation Date

Schedule of Funding Progress . 04/01/10 04/01/08

1. Currently retired liability § 2,042,911 $ 2,089,122

2. Actives eligible to retire 2,117,884 2,639,022

3. Actives not yet eligible ; 2.987.081 4,524 455

4. Actuarial Accrued Liability 7,147,986 9,222,599

5. Actuarial Value of Assels —— -

6. Unfunded Actuarial Accrued Liability 7,147,986 9,222 599

7. Funded Ratio (5. divided by 4.) 0% 0%

8. Annual Covered Payrolt NIA NIA

9. Ratio of Unfunded Actuarial Acciued ‘
Liability o Covered Payroll N/A. NIA

Schedule of Employer Gontributions Fiscal Year Ending

March 31, 2010 $ 205,746

March 31, 2011 $ 193,373

March 31, 2012 $ 257,664

March 31, 2013 $ 365,858
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CITY_ OF BATAVIA, NEW YORK

BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND

FOR THE YEAR ENDED MARCH 31, 2013

REVENUES:
Real property taxes
Real property tax ifems
Sales and ofher taxes
Departmental income
Use of monéy and property
Licenses and pertils
Fines and forfeftures
Sale of property and compensation for loss
Miscellaneous local sources
State and federal sources

Total revenues

EXPENDITURES:
General government
Public safely
Health
Transportation
Economic assistance and opporiursity
Culture and recreation
Home and communily services
Refuse and recycling
Employes benefits
Debt service:

Principai
Interest

Total expenditures
Excess (defich) of revenues over expendilures
OTHER FINANCING SOURCES (USES):
interfund fransfers in

interfund transters out
Appropriated fund balance

Total other financing sotirces (uses)
Net change in fund balance

Fund balance - beginning of year’

Fund batance ~ end of year

Variance
Original Modified From Medified

Budget Budget Actual Budget
$ 5712674 $ 5712674 $ 5341105 $ (371,569)
253,000 253,000 286,927 33,927
5,935,000 5,935,000 8,354,806 419,806
216,063 368,087 257,045 (111,042)
52,280 52,280 51,865 (615)
56,180 56,180 100,329 44,149
168,744 47,500 105,871 58,371
3,500 3,500 211,424 207,924
189,060 189,060 470,314 281,254
2,171,318 2,319,043 2,528,623 209,580
14,757,819 14,036,324 15,708,109 771,785
2,348,849 1,697,651 1,535,247 162,404
7,647,478 7,230,209 7,563,045 (363,736)
17,120 16,424 18,373 51
2,130,168 2,254,043 2,132,726 121,317
35,000 48,461 208,313 (158,852)
794,251 758,402 718,608 39,884
323,672 187,004 213,972 (26,968)
1,249,822 1,215,552 1,066,420 149,132
- 1,631,500 1,279,389 352,111
474,242 480,904 480,903 - 1
244,671 244,671 244,671 -
15,265,273 15,764,911 15,490,567 274,344
(507,454) (828,587) 217,542 1,046,129
815,400 921,140 350,030 (571,10)
(451,636) (451,636) (273,465) 178,171
143,690 359,083 . {359,083)
507,454 828,587 76,565 (752,022)
- - 204,107 264,107
. - 5,512,436 5,512,436
$ - $ - $ 5806543 $ 53806543
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CITY OF BATAVIA, NEW YORK
COMBINING BALANCE SHEET - NON-MAJOR GOVERNMENTAL FUNDS

MARCH 31. 2013

Total:
Mail Small . Special Non:Major -
Self Maintenance Cities Capital Grant Governmentat
. Insurance Fund Fund Projects Fund Funds
ASSETS:
Cash and cash equivalents $ 316,880 3 68,398 & 18,794 § 18,266 § 204,087 § 524,405
Accounts receivable 51,840 21,187 - - - 73,307
Loan receivables (net of allowance
for uncollectible accounts. of
$25,129 in-the Small Cities Fund and
$42,054 in the Special-Grant Fund) - - 108,784 - 157,264 267,048
State and federal receivables - - - 173,367 11,782 186,189
Due from other funds - 4,363 2,688 1,408 - 8,755
Total assets $ 3B8800 . $. 93928 & 12855884 % 183039 & 373143 3 1,158,474
LIABILITIES:
Accourits payable $ 735 % 8,337 $ - & 113,626 $ 23950 % 146,548
Accrued fabiiities 41,813 143 - - - 41,658
Due te other funds - ~ - - 10,000 10,000
Total liabilities 42 248 8,480 - 113,526 33,950 188,204
FUND BALANCE:
Restricted - - 129,564 - 339,192 468,757
Assigned - 326,552 85,448, - 78,513 - . 491,518
Total fund balance 326,552 85,448 129,564 79,513 339,185 960,270
Total jiabiliies and fund balance 3 268800 % 93528 % . iU956s % 193039 % 373143 8 1,158.474
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CITY OF BATAVIA, NEW YORK

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BAL ANCES - NON-MAJOR GOVERNMENTAL FUNDS
EOR THE YEAR ENDED MARCH 31, 2013

Total
Mall Smali Special Non-Major
Self Maintenance Gities Capital Grant Governmental
Insurance Fund. ‘Fund Projects Fund Furnids
REVENUES: _
Special assessments. 8 - § 130,905 % - % - % - 3 130,805
Use of money and property 379 . 348 1,780 225 4,121 7,363
Sale of property and cormgensation for loss 61,640 - 2,757 - - 64,387
Federal and siate sources - - 29,118 209,489 419,437 858,045
WMiscellaneous loval sources - - - - 7,207 7,207
Total revenues . 82 518 131,263 33,668 208,714 430.765 867,917
EXPENDITURES:
General government 379,829 - - 35,885 - 415724
Transportation - - - 281,040 - 281,040
Economic assistance-and opportunity - 166,841 - - - 166,841
Home and community services - - 73,432 - 457,507 570,938
Employee benefits ) 37,408 - - - - 37,408
Total expenditures ‘ 417,235 166,841 73,432 316,835 497 547 1,474,950
Deficit of revenues over expenditures {354,716) {35.588) (38,766} {107,221) (88,742} {604,033)
OTHER FINANCING SQURCES (USES):
Interfund fransfers in 328,550 - - 8,855 - 335,505
interfund transfers out - - - (50,030) - {50,03)
installment purchase debt proceeds - - - - 51,089 - 51,068
Total other financing sources (uses) 326,550 - - 2,804 - 336,544
Net change in furkd balances (28,186} (35,588) {39,766) {97,227} (65,742) (267.489)
Fund balances - beginning - 354,718 121,036 168,330 178,740 405,935 1,227,759 _
Fund baiances - ending [ 326,582 % 85448 % 1286584 $ 79513 § 339,183 % 960,270
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REPORT ON INTERNAL CONTROL. OVER FINANCIAL REPORTING AND ON
. - COMPLIANCE AND OTHER MATTERS BASED ONAN -
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

""

The President and Members of the Council of the City of Batavia
Bata\ria New Yark

" We have audited, in accordance with the auditing standards generally accepted in the United Sfates of
'America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptrolier General of the United States, the financial staternerits of the govérnmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the City of Batavia,

New York (the City), -as of and for the year ended March 31, 20143, and the related noles to the fi nanc:ati
stafements, which collectively. compnse the City's basic financial statements, and have issued our report-
thereoh dated July 15, 2013.

Intemai Control Over Ftnanc:ai Reportmg

In plannmg nd performing our audit of the financial statements, we considered the C|ty sinternal contfoi over
financial repor%mg (internal conticl) fo determine the audit procedures that are appropnate in the
_circumstances for the purpose of expressing our op:mons on the financial statements, but not for the pUIpose -
of expressmg an opinion of the effectiveness of the City’s internal confrol. Accordingly, we do not express an
opinion on:the: effecttveness of the City's infernal control.

A deficiency in internial control exists when the design or operation of a control does not allow mianagement or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in’
internal control, such that there is a redsonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is'a
deficiericy, or combination of deficiencies, in internal control that is less sévere than a material weakness, yet:
tmpor’tant enough to merit attention by those charged with governance.

Our-c_onstderatson of the internal control was for the limited purpose described in the first paragraph of this
section and was not desagned to identify all deficlericies In interhal controf that might be matetial weaknesses
or significant deficiencies. Glven these limitations, during’ our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses However, material weaknesses may exist that
have not been identified.
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Compliance and Ofher Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free of material
misstatement, we performed tests of its complicnce with certain provisions of laws, regulations, contracts, and
grant agreements, noncornpliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing
Stendards. . .

Purpose of this Report

The purpose of this report is solely to deseribe the scope of our festing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the City's internal control or on
compliance, This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose. .

Flad Mujice. e, /.
Batavia, New York
July 15, 2013
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