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INDEPENDENT AUDITOR’S REPORT

Mayor and Village Trustees
Village of Groton
Groton, New York

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of Village of Groton (the Village), as of and for the year ended May 31, 2013, and the related notes to
the financial statements, which collectively comprise the Village’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the Village as of May 31,
2013, and the respective changes in financial position, and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information and the Schedule of Funding Progress on pages 3-
3h and 34-38 be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’'s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We
do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 6, 2014, on
our consideration of the Village's internal control over financial reporting and on our tests of its compliance 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 reporting 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 in accordance with Government Auditing Standards in
considering the Village’s internal control over financial reporting and compliance.

ik ety (e il § o 00

February 6, 2014
Ithaca, New York



VILLAGE OF GROTON
MANAGEMENT’'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MAY 31, 2013

Our discussion and analysis of the Village of Groton’s (the Village) financial performance provides an overview
of the Village’s financial activities for the fiscal year ended May 31, 2013. This section is a summary of the Village's
financial activities based on currently known facts, decisions, or conditions. It is also based on both the
Government-wide and fund-based financial statements. The results of the current year are discussed in comparison
with the prior year, with an emphasis placed in the current year. Please read it in conjunction with the Village's
financial statements, which begin on page 4.

FINANCIAL HIGHLIGHTS

e The assets of the Village's governmental activities exceeded its liabilities at the close of the most recent
fiscal year by $7,088,422 (net position). To meet the government’'s ongoing obligations to citizens and
creditors, $668,385 (unrestricted net position) may be used. The net position of the Village's business-type
activities exceeded its liabilities at the close of the most recent fiscal year by $1,503,065.

e The Village's net position decreased by $(591,387); a decrease of $(543,330) or (7.1)% for Governmental
Activities as well as a decrease of $(48,057) or (3.1)% for Business-type Activities.

e During the year, the Village’s revenues were $(543,330) less than expenses for governmental programs.

e The General Fund recorded a decrease of $(57,742) in 2013 and had a fund balance at the end of the year
of $397,655.

e The debt obligations of the Village decreased by $(11,537) or (.74)% during the current fiscal year, mainly as
a result of loan payments offset by new debt.

e The resources available for appropriation in the General Fund were $89,209 more than budgeted and
expenditures were $23,604 less than budgeted. The increase in budget versus actual revenues is mainly
due to increased sales tax revenue. The decrease in budget versus actual expenditures is primarily due to
cost containment.

USING THIS ANNUAL REPORT

This annual report consists of a series of basic financial statements. The Statement of Net Position and the
Statement of Activities (on pages 4 through 5a) provide information about the Village as a whole and present a
longer-term view of the Village's finances. Governmental Fund financial statements start on page 6. For
Governmental Activities, these statements tell how these services were financed in the short term, as well as what
remains for future spending. Governmental Fund financial statements also report the Village's operations in greater
detail than the Government-wide financial statements by providing information about the Village’s most significant
funds. The remaining statements provide financial information about activities for which the Village acts solely as a
trustee or agent for the benefit of those outside the government. Following these statements are notes that provide
additional information that is essential to a full understanding of the data provided in the financial statements.

In addition to the basic financial statements, the annual report contains other information in the form of
combining statements for those funds that are not considered Major Funds and, therefore, are not presented
individually in the basic financial statements. The report also contains budgetary comparison schedules for the
General, Water, and Sewer Funds.



VILLAGE OF GROTON
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Reporting the Village as a Whole

Our analysis of the Village as a whole begins on page 4, with the Government-wide financial statements. The
Statement of Net Position and the Statement of Activities report information about the Village as a whole and about
its activities in a way that helps answer the question of whether the Village, as a whole, is better off or worse off as a
result of the year's activities. These statements include all assets and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of the current year’s
revenues and expenses are taken into account, regardless of when the cash is received or paid.

These two statements report the Village’s net position and changes in them. One can think of the Village’s net
position, the difference between assets and liabilities, as one way to measure the Village's financial health, or
financial position. Over time, increases or decreases in the Village’'s net position are one indicator of whether its
financial health is improving or deteriorating. One needs to consider other nonfinancial factors, however, such as
changes in the Village’s property tax base and the condition of the Village’s roads, to assess the overall health of the
Village.

In the Statement of Net Position and the Statement of Activities, we separate the Village into three kinds of
activities:

Governmental Activities: Most of the Village’s services are reported in this category, including public safety,
public health, economic assistance, transportation, home and community, culture and recreation, and general
administration. Property and sales taxes, and state and federal grants finance most of these activities.

Business-type Activities: The Village charges a fee to customers to help it cover all or most of the cost of
certain services it provides. The Village's electric utility operations are reported here.

Component Units: The Village includes two separate legal entities in its report - the Housing Authority and
Industrial Development Agency. Although legally separate, these component units are important because the
Village is financially accountable for them. Complete financial statements for the Housing Authority can be
obtained from its administration office.

Reporting the Village’'s Most Significant Funds
Governmental Fund Financial Statements

Analysis of the Village's Major Funds begins on page 6. The Governmental Fund financial statements provide
detailed information about the most significant funds - not the Village as a whole. Some funds are required to be
established by State law. However, management establishes many other funds to help it control and manage
money for particular purposes or to show it is meeting legal responsibilities for using certain taxes and grants. The
Village's two kinds of funds - Governmental and Proprietary - use different accounting approaches.

Governmental Funds: All of the Village’s services are reported in the Governmental Funds, which focus on
how money flows into and out of those funds and the balances left at year end that are available for spending.
These funds are reported using an accounting method called modified accrual accounting, which measures
cash and all other financial assets that can be readily converted to cash. The Governmental Fund financial
statements provide a detailed short-term view of the Village's general governmental operations and the basic
services it provides. Governmental Fund information helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the Village's programs. The relationship (or
differences) between Governmental Activities (reported in the Government-wide financial statements) and
Governmental Funds is explained in a reconciliation following the Governmental Fund financial statements.
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VILLAGE OF GROTON
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Proprietary Funds: When the Village charges customers for the services it provides - whether to outside
customers or to other units of the Village - these services are generally reported in Proprietary Funds.
Proprietary Funds are reported in the same way that all activities are reported in the Statement of Net Position
and the Statement of Activities. The Village's Enterprise Funds (a component of Proprietary Funds) are the
same as the Business-type Activities we report in the Government-wide financial statements but provide more
detail and additional information, such as cash flows, for Proprietary Funds.

The Village as Trustee: The Village is the trustee, or fiduciary, for other assets that are held on behalf of
others. All of the Village’s fiduciary activities are reported in a separate Statement of Fiduciary Net Position on
page 13. We exclude these activities from the Village’s other financial statements because the Village cannot
use these assets to finance its operations. The Village is responsible for ensuring that the assets reported in
this fund are used for their intended purposes.

THE VILLAGE AS A WHOLE

The Village's combined net position for fiscal year ended May 31, 2013 decreased from $9,182,874 to
$8,591,487. The Village's investment in its capital assets (e.g. land, buildings, machinery and equipment and
infrastructure), less any outstanding debt used to acquire those assets, has a balance of $6,812,842 at May 31,
2013. The Village uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the Village’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided by other sources, as the capital
assets themselves cannot be used to liquidate these liabilities.

Our analysis below focuses on the net position (Figures 1A and 1B), and changes in net position (Figures 2A
and 2B), of the Village’s Governmental and Business-type Activities.

Figure 1A
Net Position at May 31, 2013

Governmental Business-type
Activities Activities Total
Current and other assets $ 844,229 $ 550,896 $ 1,395,125
Capital assets 7,104,015 1,263,251 8,367,266
Noncurrent assets 921,615 307,051 1,228,666
Total Assets 8,869,859 2,121,198 10,991,057
Current liabilities 247,704 142,444 390,148
Other liabilities 1,533,733 475,689 2,009,422
Total Liabilities 1,781,437 618,133 2,399,570
Net investment in capital assets 5,738,015 1,074,827 6,812,842
Restricted 682,022 285,638 967,660
Unrestricted 668,385 142,600 810,985
Total Net Position $ 7,088,422 $ 1,503,065 $ 8,591,487

-3b -



VILLAGE OF GROTON
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Figure 1B
Net Position at May 31, 2012
Governmental Business-type
Activities Activities Total
Current and other assets $ 732,011 $ 487,366 $ 1,219,377
Capital assets 7,290,767 1,322,310 8,613,077
Noncurrent assets 1,197,015 300,634 1,497,649
Total Assets 9,219,793 2,110,310 11,330,103
Current liabilities 110,007 103,265 213,272
Other liabilities 1,478,034 455,923 1,933,957
Total Liabilities 1,588,041 559,188 2,147,229
Net investment in capital assets 5,995,598 1,072,982 7,068,580
Restricted 913,136 275,011 1,188,147
Unrestricted 723,018 203,129 926,147
Total Net Position $ 7,631,752 $ 1,551,122 $ 9,182,874

The assets of the Village's Governmental Activities decreased (3.8)% or $(349,934), primarily due to the
decreased receivables. The liabilities of the Village's Governmental Activities increased 12.2% or $193,396, primarily
due to the issuance of a BAN and an increase in bonds payable. The net position of the Village’s Governmental
Activities decreased by (7.1)% or $(543,330), due to a decrease in restricted cash and net investment in capital
assets. The net position of the Village's Business-type Activities decreased by (3.1)% or $(48,057).

Figure 2A
Changes in Net Position at May 31, 2013
Governmental Business-type
Activities Activities Total
REVENUES
Program revenues:
Charges for services $ 767,455 $ 1,537,577 $ 2,305,032
Operating grants 38,151 38,151
General revenues:
Property taxes and tax items 682,373 682,373
Nonproperty taxes 487,793 487,793
State sources 31,455 31,455
Other 47,075 2,416 49,491
Total Revenues 2,054,302 1,539,993 3,594,295
PROGRAM EXPENSES
General government 280,321 93,475 373,796
Public safety 490,412 490,412
Public health 210,353 210,353
Transportation 400,507 400,507
Economic assistance and opportunity 6,300 6,300
Culture and recreation 207,390 207,390
Home and community services 968,258 1,488,815 2,457,073
Interest on long-term debt 34,091 5,760 39,851
Total Expenses 2,597,632 1,588,050 4,185,682
(DECREASE) IN NET POSITION $ (543,330) |$ (48,057) $ (591,387)
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VILLAGE OF GROTON

MANAGEMENT’'S DISCUSSION AND ANALYSIS

(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Figure 2B

Changes in Net Position at May 31, 2012

Governmental Business-type
Activities Activities Total
REVENUES

Program revenues:
Charges for services $ 697,423 $ 1,322,723 2,020,146
Operating grants 38,232 38,232
Capital grants 2,627,098 2,627,098

General revenues:
Property taxes and tax items 670,204 670,204
Nonproperty taxes 468,199 468,199
State sources 30,282 30,282
Other 33,674 1,576 35,250
Total Revenues 4,565,112 1,324,299 5,889,411

PROGRAM EXPENSES

General government 275,844 91,582 367,426
Public safety 394,091 394,091
Public health 189,248 189,248
Transportation 446,494 446,494
Economic assistance and opportunity 6,500 6,500
Culture and recreation 189,638 189,638
Home and community services 564,113 1,282,560 1,846,673
Interest on long-term debt 41,131 7,066 48,197
Total Expenses 2,107,059 1,381,208 3,488,267
INCREASE (DECREASE) IN NET POSITION | $ 2,458,053 $ (56,909) 2,401,144

Governmental Activities

Charges for services of the Village's Governmental Activities increased 10.0% or $70,032, primarily due to
increased fire and ambulance charges, and youth recreation. Charges for services of the Village's Business-type
Activities increased by 16.2% or $214,854. The Village's tax revenues increased by $12,169 in 2012-2013. These
amounts are included within the property taxes and tax items lines, and indicate a 1.8% increase from 2011-2012 to

2012-2013.

There were no capital grants in the current year due to the completion of the sewer capital projects.
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VILLAGE OF GROTON
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Figure 3A
Revenue by Source
Governmental Activities - 2013
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Figure 3B
Revenue by Source
Governmental Activities - 2012
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The cost of all Governmental Activities this year was $2,597,632. As shown in the Statement of Activities, some
of the cost was paid by those who directly benefited from the programs $(767,455), or by other governments and
organizations that subsidized certain programs with grants and contributions $(38,151).
governmental program revenues, including fees for services and grants were $805,606. The Village also reported
all costs covered by charges, donations or grants, and $1,248,696 in taxes and other revenues, such as interest and

general entitlements.
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The total cost less revenues generated by activities, or the net cost, for each of the Village’s largest programs is
presented below. The net cost shows the financial burden that was placed on the Village's taxpayers by each of

these functions.

VILLAGE OF GROTON

MANAGEMENT'S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED MAY 31, 2013

Figure 4A
Net Program Cost
Governmental Activities - 2013
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Figure 4B
Net Program Cost
Governmental Activities - 2012
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VILLAGE OF GROTON
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

THE VILLAGE’'S FUNDS

As the Village completed the year, its Governmental Funds, as presented in the balance sheet on pages 6-6a,
reported a combined fund balance of $1,070,968, which is more than last year's total of $1,061,547. Figure 5 shows
the changes in fund balances for the year for the Village’s funds. The General Fund decreased primarily as a result
of a transfer to the Capital Projects Fund. The Special Grant Fund increased mainly due to an excess of revenues
compared to expenses. The Water Fund increased, as there were no transfers to the Capital Projects Fund. The
Sewer Fund decreased largely due to an increase in sewage treatment and disposal expenditures. The Capital
Projects Fund decreased primarily due to no State aid received to reimburse capital expenditures incurred.

Figure 5
Major Governmental Funds
Fund Balance at Year Ending

Total Dollar
Change

2012 2013 2012 - 2013
General Fund $ 455,397 $ 397,655 $ (57,742)
Special Grant Fund 60,972 147,816 86,844
Capital Projects Fund 9,407 (24,149) (33,556)
\Water Fund 259,750 307,646 47,896
Sewer Fund 260,928 218,848 (42,080)
Non-Major Governmental Funds 15,093 23,152 8,059
Total $ 1,061,547 $ 1,070,968 $ 9,421

General Fund Budgetary Highlights

Over the course of the year, the Village Board, as well as management of the Village, revised the Village budget
several times. These budget amendments consisted of budget transfers between functions, which did not increase
the overall budget.

After these adjustments, the actual charges to appropriations (expenditures) were $23,604 below the final
budget amounts. Resources available for appropriation were $89,209 above the final budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
At May 31, 2013, the Village had capital assets of $8,367,266, net of accumulated depreciation, invested in a

broad range of capital assets, including buildings, machinery and equipment, streets and bridges. This amount
represents a net decrease (including additions and deductions) of (2.9)% or $(245,811) from last year.
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VILLAGE OF GROTON

MANAGEMENT’'S DISCUSSION AND ANALYSIS

(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Figure 6

Capital Assets, Net of Depreciation or at Historical Cost

Governmental Business-type
Activities Activities Total
Land and CIP $ 286,926 $ 12,271 $ 299,197
Buildings and improvements 141,604 104,903 246,507
Equipment 438,062 1,146,077 1,584,139
Infrastructure 6,237,423 -0- 6,237,423
Total $ 7,104,015 $ 1,263,251 $ 8,367,266

Debt Administration

Debt (Bonds and BANS payable) decreased by $(11,537) and brought total debt to $1,542,367 as of May 31,
2013, as shown in Figure 7. Of this amount, $246,000 is subject to the constitutional debt limit and represents
4.31% of the Village's statutory debt limit.

Figure 7
Major Outstanding Debt at Year Ending
Governmental Business-type
Activities Activities Total
Bond Anticipation Notes $ 100,000 $ $ 100,000
Serial bonds 1,266,000 176,367 1,442,367
Total $ 1,366,000 $ 176,367 | $ 1,542,367

The Village's bond rating, which did not change from the prior year, is currently ABB from Moody's.
detailed information about the Village's liabilities is presented in Notes 6 and 7 to the financial statements.

More

ECONOMIC FACTORS AND NEXT YEAR’'S BUDGETS AND RATES

The Hamilton Square Water Project is expected to be bid in early 2014, with work commencing in the spring.
This project will replace a very old and deteriorated distribution line on this street.

Finger Lakes Fresh, a food hub constructed by Challenge Industries, is expected to begin operations in early
2014. This facility will be a significant user of utilities. The Village, with assistance from the Town of Groton, will be
extending Gerald L. Moses Drive to accommodate this facility and will provide another “shovel ready” lot in the
industrial park for a future business.

CONTACTING THE VILLAGE'S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the Village’s finances and to show the Village’s accountability for the money it receives. If you

have questions about the report or need any additional financial information, contact Charles V. Rankin, Clerk-
Treasurer, at 143 Cortland Street, PO Box 100, Groton, New York 13073.
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VILLAGE OF GROTON
STATEMENT OF NET POSITION

MAY 31, 2013
Primary Government
Governmental Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents - Unrestricted $ 438,038 $ 255,589 693,627
Temporary investments 125,000 125,000
Accounts receivable, net 136,086 105,998 242,084
Loans receivable - Current portion 70,000 70,000
Due from other governments 75,105 75,105
Prepaid expenses 92,441 92,441
Inventories 96,868 96,868
Restricted cash and cash equivalents 469,909 307,051 776,960
Loans receivable, long-term portion 451,706 451,706
Restricted investments -0-
Land and construction in progress (See Note 4) 286,926 12,271 299,197
Depreciable capital assets, net of accumulated
depreciation (See Note 4) 6,817,089 1,250,980 8,068,069
Total Assets 8,869,859 2,121,198 10,991,057
LIABILITIES
Accounts payable 11,634 36,335 47,969
Accrued liabilities 15,710 29,025 44,735
Interest payable 6,034 1,010 7,044
Bond Anticipation Notes payable 100,000 100,000
Due to other governments -0-
Due to employees' retirement system 31,291 31,291
Customer deposits 5,034 5,034
Prepaid rent
Deferred revenue 2,035 2,035
Long-term Liabilities:
Due within one year 81,000 71,040 152,040
Due in more than one year 1,227,911 153,180 1,381,091
Other postemployment benefits liability 305,822 322,509 628,331
Total Liabilities 1,781,437 618,133 2,399,570
NET POSITION
Net investment in capital assets 5,738,015 1,074,827 6,812,842
Restricted 682,022 285,638 967,660
Unrestricted 668,385 142,600 810,985
Total Net Position $ 7,088,422 $ 1,503,065 8,591,487

See Independent Auditor's Report and Notes to Financial Statements
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Component Units

12/31/2012 5/31/2013
Industrial
Housing Development
Authority Agency
20,545 $ 13
1,751
4,623 61,944
19,281
32,346
35,721
269,836 12,500
398,060
780,412 76,208
12,918
7,009
12,500
17,393
26
31,454
456,428
525,228 12,500
68,067
187,117 63,708
255,184 $ 63,708




VILLAGE OF GROTON
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MAY 31, 2013

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
FUNCTIONS/PROGRAMS
Primary Government:
Governmental Activities:
General governmental support $ 280,321 $ 9,809 §$ $
Public safety 490,412 62,828
Public health 210,353 99,062
Transportation 400,507 38,151
Economic assistance
and opportunity 6,300
Culture and recreation 207,390 78,762
Home and community services 968,258 516,994
Interest on long-term debt 34,091
Total Governmental Activities 2,597,632 767,455 38,151 -0-
Business-type Activities:
Municipal Electric 1,588,050 1,537,577
Total Business-type Activities 1,588,050 1,537,577 -0- -0-
Total Primary Government $ 4,185,682 $ 2,305,032 $ 38,151 $ -0-
Component Units:
Housing Authority $ 316,725 $ $ 251,243 § 45,155
Industrial Development Agency 8,511 69,002
Total Component Units $ 325236 $ 69,002 $ 251,243 $ 45,155

GENERAL REVENUES
Taxes:
Property taxes, levied for general purposes
Property tax items
Sales taxes
Other taxes
Grants and contributions not restricted to specific programs
Use of money and property
Miscellaneous
Gain on sale of capital assets

Total General Revenues
Change in Net Position
Net Position - Beginning of Year

Net Position - End of Year

See Independent Auditor's Report and Notes to Financial Statements
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$

Net (Expense) Revenue and

Changes in Net Position

Primary Government

Component Units

12/31/2012 5/31/2013
Net (Expense) Revenue and Changes in Net Position Industrial
Governmental Business-type Housing Development
Activities Activities Total Authority Agency
(270,512) $ $ (270,512) $
(427,584) (427,584)
(111,291) (111,291)
(362,356) (362,356)
(6,300) (6,300)
(128,628) (128,628)
(451,264) (451,264)
(34,091) (34,091)
(1,792,026) -0- (1,792,026) -0- -0-
(50,473) (50,473)
-0- (50,473) (50,473) -0- -0-
(1,792,026) (50,473) (1,842,499) -0- -0-
(20,327)
60,491
-0- -0- -0- (20,327) 60,491
673,094 673,094
9,279 9,279
429,815 429,815
57,978 57,978
31,455 31,455
14,683 2,416 17,099
6,385 6,385
26,007 26,007
1,248,696 2,416 1,251,112 -0- -0-
(543,330) (48,057) (591,387) (20,327) 60,491
7,631,752 1,551,122 9,182,874 275,511 3,217
7,088,422 $ 1,503,065 $ 8,691,487 §$ 255,184 $ 63,708
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VILLAGE OF GROTON

BALANCE SHEET
GOVERNMENTAL FUNDS
MAY 31, 2013
Major Funds
Special Revenue
Funds
General Special Grant
Fund Fund
ASSETS
Assets:
Cash and cash equivalents - Unrestricted $ 86,667 $
Cash and cash equivalents - Restricted 177,839 147,816
Temporary investments - Unrestricted 125,000
Due from other governments 58,618 12,500
Other receivables, net
Loans receivables 521,706
Total Assets $ 448124 $ 682,022
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 6,201 $
Accrued liabilities 12,617
Due to other governments 31,291
BAN payable
Deferred revenues 360 534,206
Total Liabilities 50,469 534,206
Fund Balances:
Restricted 177,839 147,816
Assigned 125,000
Unassigned 94,816
Total Fund Balances 397,655 147,816
Total Liabilities and Fund Balances
$ 448124 $ 682,022

See Independent Auditor's Report and Notes to Financial Statements
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Non-Major

Major Funds Fund
Special Revenue Funds Capital Total
Water Sewer Projects Recreation Governmental
Fund Fund Fund Fund Funds
103,694 150,430 $ 75,851 $ 21,396 $ 438,038
134,218 10,036 469,909
125,000
3,987 75,105
72,881 63,205 136,086
521,706
310,793 223,671 $ 75,851 $ 25,383 $ 1,765,844
1,846 3415 $ $ 172§ 11,634
1,301 1,408 384 15,710
31,291
100,000 100,000
1,675 536,241
3,147 4,823 100,000 2,231 694,876
134,218 10,036 469,909
173,428 208,812 23,152 530,392
(24,149) 70,667
307,646 218,848 (24,149) 23,152 1,070,968
310,793 223,671 $ 75,851 $ 25,383 $ 1,765,844
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VILLAGE OF GROTON
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
MAY 31, 2013

Total Governmental Fund Balances $ 1,070,968
Amounts reported for Governmental Activities in the Statement of Net Position are different
because:
Capital assets, net of accumulated depreciation, used in Governmental Activities are not
financial resources and, therefore, are not reported in the funds.
Historical cost $ 11,775,264
Accumulated depreciation (4,671,249) 7,104,015
Other long-term assets are not available to pay for current period expenditures and,
therefore, are deferred in the funds. 534,206
Certain accrued obligations and expenses reported in the Statement of Net Position do not
require the use of current financial resources and, therefore, are not reported as liabilities
in Governmental Funds.
Accrued interest payable (6,034)
Long-term liabilities are not due and payable in the current period and, therefore, are not
reported in the funds.
Bonds payable $ (1,266,000)
Compensated absences (42,911)
Other postemployment benefits liability (305,822) (1,614,733)
Net Position of Governmental Activities $ 7,088,422

See Independent Auditor's Report and Notes to Financial Statements
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VILLAGE OF GROTON

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MAY 31, 2013

REVENUES

Real property taxes $

Real property tax items
Nonproperty tax items
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Miscellaneous local sources
State sources

Total Revenues

EXPENDITURES

Current:
General governmental support
Public safety
Public health
Transportation
Economic assistance and opportunity
Culture and recreation
Home and community services
Employee benefits
Debt Service:
Principal
Interest
Capital outlay
Total Expenditures

Excess of Revenues

OTHER FINANCING SOURCES (USES)
Interfund transfers in
Interfund transfers (out)
Proceeds of obligations
Total Other Financing (Uses)

Excess of (Expenditures) and Other Financing (Uses)
Over Revenues and Other Financing Sources

Fund Balances, Beginning of Year

Fund Balances, End of Year $

Major Funds

General
Fund

Special Revenue
Funds

Special Grant
Fund

673,094 $

9,279

470,611

164,112

101,343

49,536

13,711

192

7,824

625

26,007

5,924

69,606

1,490,329

101,535

192,758

335,601

159,233

281,253

6,300

132,259

20,764

14,691

296,250

23,000

4,098

1,451,516

14,691

38,813

86,844

(96,555)

(96,555)

-0-

(57,742)

86,844

455,397

60,972

397,655 $

147,816

See Independent Auditor's Report and Notes to Financial Statements
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Non-Major

Major Funds Fund
Special Revenue Funds Capital Total
Water Sewer Projects Recreation Governmental
Fund Fund Fund Fund Funds

$ $ 673,094

9,279

470,611

260,017 256,977 27,825 810,274
17,721 67,257

393 342 30 15 14,683
7,824

625

26,007

461 6,385

69,606

260,410 257,319 30 46,022 2,155,645
23,387 6,500 222,645
335,601

159,233

281,253

6,300

33,051 165,310

112,151 213,189 360,795
31,689 37,076 4,912 369,927
30,000 26,846 8,730 88,576
15,287 15,788 35,173
171,411 171,411

212,514 299,399 180,141 37,963 2,196,224
47,896 (42,080) (180,111) 8,059 (40,579)
96,555 96,555
(96,555)

50,000 50,000

-0- -0- 146,555 -0- 50,000
47,896 (42,080) (33,556) 8,059 9,421
259,750 260,928 9,407 15,093 1,061,547
307,646 218,848 $ (24,149) $ 23,152 1,070,968
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VILLAGE OF GROTON
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MAY 31, 2013

Net Change in Fund Balances - Total Governmental Funds $ 9,421

Amounts reported for Governmental Activities in the Statement of Activities are different
because:

Governmental Funds report purchases of capital assets as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated useful
lives as depreciation expense. This is the amount by which depreciation expense and
disposals exceeded capital outlay in the current period.
Capital outlay $ 237,336
Depreciation expense (424,088) (186,752)

Bond proceeds provide current financial resources to Governmental Funds, but issuing
debt increases long-term liabilities in the Statement of Net Position. Repayment of debt
principal is an expenditure in the Governmental Funds, but the repayment reduces long-
term liabilities in the Statement of Net Position. This is the amount repayment of debt
principal exceeded proceeds of debt.
Proceeds of debt $ (50,000)
Principal payments 88,576 38,576

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in Governmental
Funds.

Net change in accrued interest payable $ 1,082
Net change in compensated absences (3,337)
Net change in liability for other postemployment benefits (84,362) (86,617)

Revenues and expenses from activites that result in long-term assets are not recorded in
the funds. This amount represents the net change in these revenues deferred in the
funds. (317,958)

Change in Net Position of Governmental Activities $ (543,330)

See Independent Auditor's Report and Notes to Financial Statements
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VILLAGE OF GROTON
STATEMENT OF NET POSITION
PROPRIETARY FUND
MAY 31, 2013

ASSETS
Current Assets:
Cash and cash equivalents
Accounts receivable, net
Prepaid expenses
Inventories
Total Current Assets

Noncurrent Assets:
Restricted cash and cash equivalents
Capital assets, net
Total Noncurrent Assets

Total Assets

LIABILITIES

Current Liabilities:

Accounts payable

Accrued liabilities

Interest payable

Matured bonds payable, current portion

Loans payable, current portion

Customer deposits

Total Current Liabilities

Noncurrent Liabilities:
Compensated absences
Matured bonds payable
Loans payable
Other postemployment benefits payable
Total Noncurrent Liabilities

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total Net Position

See Independent Auditor's Report and Notes to Financial Statements
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Business-type
Activities

Municipal Electric
Fund

255,589

105,998

92,441

96,868

550,896

307,051

1,263,251

1,570,302

2,121,198

36,335

29,025

1,010

57,500

13,540

5,034

142,444

47,853

57,500

47,827

322,509

475,689

618,133

1,074,827

285,638

142,600

1,503,065




VILLAGE OF GROTON
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDED MAY 31, 2013

Business-type

Activities
Municipal Electric
Fund
OPERATING REVENUES
Departmental income $ 1,537,577
Total Operating Revenues 1,637,577
OPERATING EXPENSES
Current:
General governmental support 93,475
Home and community services 1,488,815
Total Operating Expenses 1,582,290
(Loss) from Operations (44,713)
NONOPERATING REVENUES (EXPENSES)
Use of money and property 2,416
Interest expense (5,760)
Total Nonoperating (Expenses) (3,344)
Change in Net Position (48,057)
Total Net Position, Beginning 1,551,122
Total Net Position, Ending $ 1,503,065

See Independent Auditor's Report and Notes to Financial Statements
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VILLAGE OF GROTON
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED MAY 31, 2013

Cash Flows from Operating Activities:
Cash received from providing services
Cash payments - Employees
Cash payments - Suppliers

Net Cash Provided by Operating Activities

Cash Flows from Non-capital Financing Activities:
Transfer to other funds

Net Cash (Used) by Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Proceeds of debt
Principal payments on outstanding debt
Interest payments on outstanding debt
Net additions to depreciation reserves
Purchase of capital assets
Proceeds from sale of capital assets

Net Cash (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activities:
Purchase of investments
Interest income received

Net Cash (Used) by Investing Activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents, June 1,

Cash and Cash Equivalents, May 31,

Reconciliation of Income from Operations
to Net Cash Provided by Operating Activities:
(Loss) from operations
Depreciation and amortization
(Increase) in accounts receivable
Decrease in prepaid expenses
(Increase) in inventory
Increase in other postemployment benefits
Increase in compensated absences
Increase in accounts payable
Increase in accrued liabilities
(Decrease) in customer deposits

Net Cash Provided by Operating Activities

See Independent Auditor's Report and Notes to Financial Statements
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Business-type
Activities

Municipal Electric
Fund

$ 1,530,247

(374,488)

(1,012,126)

143,633

(16,265)

(16,265)

4,653

(77,614)

(5,358)

40,009

(72,234)

41,634

(68,910)

(7,191)

774

(6,417)

52,041

203,548

$ 255,589

$ (44,713)

75,673
(8,972)
1,569
(4,086)
99,939
4,792
3,050
17,425
(1,044)

$ 143,633




VILLAGE OF GROTON

STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
MAY 31, 2013

ASSETS

Cash and cash equivalents - Unrestricted

Total Assets

Agency liabilities

Total Liabilities

Reserved for Trusts

Total Net Position

LIABILITIES

NET POSITION

See Independent Auditor's Report and Notes to Financial Statements
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Private
Purpose
Trust Agency
Fund Funds
6,076 4,467
6,076 4,467
4,467
-0- 4,467
6,076
6,076




STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FOR THE YEAR ENDED MAY 31, 2013

VILLAGE OF GROTON

FIDUCIARY FUNDS

ADDITIONS
Miscellaneous Local Sources

Total Additions

DEDUCTIONS

Distributions
Total Deductions
Change in Net Position
Net Position - Beginning of Year

Net Position - End of Year

See Independent Auditor's Report and Notes to Financial Statements
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Private
Purpose
Trust
Fund

718

718

1,985

1,985

(1,267)

7,343

6,076




VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2013

Note 1 - Summary of Significant Accounting Policies

The accompanying financial statements of the Village of Groton (the Village) have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The more significant of the Village’s
accounting policies are described below.

A. Financial Reporting Entity

The Village of Groton, which was established in 1860, is governed by Village Law and other
municipal laws of the State of New York and various local laws. The Mayor and four trustees are
the legislative body responsible for overall operations, the Mayor serves as chief executive officer
and the Clerk/Treasurer serves as chief fiscal officer.

The following basic services are provided: water, sewer, public safety (police and fire), and
maintenance of highways and streets.

All Governmental Activities and functions performed for the Village of Groton are its direct
responsibility. No other governmental organizations have been included or excluded from the
reporting entity.

The financial reporting entity consists of the following, as defined by Governmental Accounting
Standards Board (GASB) Statement No. 14, “The Financial Reporting Entity,” as amended by
GASB No. 39, “Determining Whether Certain Organizations are Component Units.”

a. The primary government, which is the Village of Groton,

b. Organizations for which the primary government is financially accountable, and;

c. Other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity's financial
statements to be misleading or incomplete.

The decision to include a potential component unit in the Village’s reporting entity is based on

several criteria set forth in GASB Statement No. 14, as amended by GASB Statement No. 39,
including legal standing, fiscal dependency, and financial accountability.

1. Included in the Reporting Entity, as Discretely Presented Component Units

The Village of Groton Housing Authority (Housing Authority) is a non-profit organization
formed to construct, own, and manage an apartment complex for elderly persons. The Village
Trustees appoint the governing board of the Housing Authority. Additionally, the Village
Trustees can remove appointed members of the Housing Authority at will. A separate report
was issued for the Housing Authority and can be obtained by contacting the Housing Authority
directly at 200 West Street, Groton, NY 13073.

The Village of Groton Industrial Development Agency is a Public Benefit Corporation
established by the State Legislature to promote the development of businesses and light
industry within the Village. A separate Board has been established by the Village Trustees to
manage the operations of the Industrial Development Agency. This Board is administratively
and financially dependent on the Village.
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VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Section 870 of General Municipal Law indicates that the bonds or notes and other
obligations of the Industrial Development Agency are not the debt of the Village, and the
payment of such is payable out of the funds of the Industrial Development Agency. Financial
statements can be obtained by contacting the Village of Groton directly at 143 East Cortland
Street, Groton, NY 13073.

The Village of Groton entered into a joint activity with the Town of Groton to provide
recreational services directly to the citizens served by the governments. The purpose of the Fund
is to hire a Joint Recreational Coordinator who will assist the Village and Town with the day-to-day
administration of joint recreation programs. For the purposes of payroll management,
recordkeeping, benefit programs, and general oversight, the Coordinator is an employee of the
Village of Groton. Also, the Recreation Fund is not a legally separate entity. The Village and
Town each bear any liability incurred by the Fund and share costs equally. Also, the Town will
pay the Village $12,000 annually for the purpose of maintenance and management of the Village's
park facilities.

B. Basic Financial Statements

The Village's basic financial statements include both Government-wide (reporting the Village as

a whole) and Governmental Funds financial statements (reporting the Village's Major Funds.) Both
the Government-wide and Governmental Fund financial statements categorize primary activities as
either Governmental or Business-type. The Village's general governmental support, public safety,
health, transportation, economic assistance and opportunity, home and community services and
culture and recreation, are classified as Governmental Activities.

1.

Government-wide Financial Statements

The Government-wide financial statements include a Statement of Net Position and a
Statement of Activities. These statements present summaries of activities for the primary
government. Government-wide financial statements do not include the activities reported in the
Fiduciary Funds. The focus of the Government-wide financial statements addresses the
sustainability of the Village as an entity and the change in the Village's net position resulting from
the current year's activities.

In the Government-wide Statement of Net Position, both the Governmental and Business-type
Activities columns are presented on a consolidated basis by column, and are reported on a full
accrual, economic resource basis, which recognizes all long-term assets and receivables as well
as long-term debt and obligations. The Village's net position is reported in three parts - net
investment in capital assets, restricted, and unrestricted. The Village first utilizes restricted
resources to finance qualifying activities.

The Statement of Activities reports both the gross and net cost for each of the Village's
functions or programs. Gross expenses are direct expenses, including depreciation, that are
specifically associated with a service, program or department and are, therefore, clearly
identifiable to a particular function. These expenses are offset by program revenues - charges
paid by the recipients of the goods or services offered by the programs, grants, and contributions
that are restricted to meeting the program or capital requirements of a particular program.
Depreciation on assets that are shared by essentially all of the Village’s programs has been
reported in general governmental support. Revenues which are not classified as program
revenues are presented as general revenues of the Village, with certain limited exceptions. The
net cost represents the extent to which each function or program is self-financing or draws from
the general revenues of the Village.
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VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

2. Governmental Fund Financial Statements

The financial transactions of the Village are reported in individual funds in the Governmental
Fund financial statements. Each fund is accounted for by providing a separate set of self-
balancing accounts that comprises its assets, liabilities, reserves, fund equity, revenues and
expenditures or expenses. Fund accounting is designed to demonstrate legal compliance and
to aid financial management by segregating transactions related to certain government
functions or activities.

The Village records its transactions in the funds described below:

a. Governmental Funds

Governmental Funds are those through which most governmental functions are financed.
The acquisition, use, and balances of expendable financial resources, and the related
liabilities are accounted for through Governmental Funds. The measurement focus of the
Governmental Funds is based upon determination of financial position and changes in
financial position under the modified accrual basis of accounting. The following are the
Village’s Governmental Funds:

(1) Major Funds:

a) General Fund - The principal operating fund which includes all operations not
required to be recorded in other funds.

b) Special Revenue Funds:

Special Grant Fund - Accounts for Community Development Block Grants.

Water Fund - Accounts for revenues derived from charges for water consumption
and benefited assessments, and the application of such revenues toward related
operating expenses and debt retirement.

Sewer Fund - Accounts for revenues derived from charges for sewer usage and
benefited assessments, and the application of such revenues toward related
operating expenses and debt retirement.

c) Capital Projects Fund - Accounts for and reports financial resources to be used for
the acquisition, construction, or renovation of the Village’s major capital facilities, or
equipment.

(2) Non-Major Fund:

Recreation Fund - Accounts for joint recreation activities.

(3) Proprietary Fund

The Proprietary Fund is used to account for ongoing organizations or activities
similar to those often found in the private sector. Measurement focus is based upon
determination of net income, financial position, and changes in financial position. The
following Proprietary Fund is utilized:
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VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

(a) Enterprise Utility - Municipal Electric Fund - The Enterprise Utility - Municipal
Electric Fund, a Proprietary Fund Type, uses the accrual basis of accounting. It is
used to account for operations financed and operated in a manner similar to private
business enterprises where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services are to be financed
or recovered primarily through user charges.

(4) Fiduciary Funds:

Fiduciary Funds are used to account for assets held by the local government in a
trustee or custodial capacity. The following are the Village’s Fiduciary Fund types:

(a) Agency Funds - Account for money and/or property received and held in the capacity
of trustee, custodian or agent.

(b) Private Purpose Trust Fund - Accounts for funds administered by the Village for the
benefit of private concerns.

3. Component Units

The Village of Groton Housing Authority is a Proprietary Fund Type and uses the accrual
basis of accounting. The Housing Authority's fiscal year end is December 31, and the amounts
reported in the combined basic financial statements are for the year ended December 31, 2012.
The Industrial Development Agency is a Proprietary Fund Type and uses the accrual basis of
accounting. The Industrial Development Agency's fiscal year end is May 31, and the amounts
reported in the combined basic financial statements are for the year ended May 31, 2013.

C. Basis of Accounting/Measurement Focus

Basis of accounting refers to when revenues and expenditures and the related assets and
liabilities are recognized in the accounts and reported in the basic financial statements. Basis of
accounting relates to the timing of the measurements made, regardless of the measurement focus.
Measurement focus is the determination of what is measured, i.e. expenditures or expenses.

1. Accrual Basis

The Government-wide financial statements are presented on an economic resources
measurement focus and the accrual basis of accounting. Accordingly, all of the Village's assets
and liabilities, including capital assets, as well as infrastructure assets, and long-term liabilities,
are included in the accompanying Statement of Net Position. The Statement of Activities
presents changes in net position. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recognized when incurred.

2. Modified Accrual Basis

The Governmental Fund financial statements are prepared using the modified accrual basis
of accounting. Under this basis of accounting, revenues are recorded when measurable and
available. Available means collectible within the current period or soon enough thereafter to be
used to pay liabilities of the current period. Material revenues that are accrued include real
property taxes, state and federal aid, sales tax, and certain user charges. The Village considers
property tax receivables collected within 60 days after year end to be available and recognizes
them as revenues of the current year. All other revenues that are deemed collectible within one
year after year end are recognized as revenues in the current year. If expenditures are the
prime factor for determining eligibility, revenues from federal and state grants are accrued when
the expenditure is made.
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D.

VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Expenditures are recorded when incurred. The cost of capital assets is recognized as an
expenditure when the asset is received. Exceptions to this general rule are 1) principal and
interest on indebtedness are not recognized as an expenditure until due, and 2) compensated
absences, such as vacation and sick leave, which vests or accumulates, are charged as an
expenditure when paid.

Property Taxes

Real property taxes are levied annually by the Village of Groton no later than June 1, and
become a lien on June 1. Taxes are collected during the period June 1 to November 1.

Uncollected real property taxes are subsequently enforced by the County of Tompkins, in which
the Village is located. An amount representing uncollected real property taxes transmitted to the
County for enforcement is paid by the County to the Village no later than the forthcoming April 1.

Property tax revenues are recognized as revenues in the year they are levied and collected.
Property taxes not collected within 60 days subsequent to fiscal year end are reported as deferred
revenues.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Village considers all unrestricted, highly liquid
investments with an initial maturity of three months or less to be cash equivalents.

Temporary Investments

Temporary investments consist of certificates of deposit with original maturity dates of three
months to one year.

Receivables

Receivables are stated net of estimated allowances for uncollectible amounts. Amounts due from
state and federal governments represent amounts owed to the Village to reimburse it for expenditures
incurred pursuant to state and federally funded programs. Other receivables represent amounts owed
to the Village including Rehabilitation Loans Receivable, Accounts Receivable, and Water and Sewer
Rents Receivable.

Inventory

Inventory is valued utilizing the average cost method for Proprietary Funds.

Capital Assets

All capital assets are valued at historical cost or estimated historical cost. Contributed assets are
reported at fair market value as of the date received. Additions, improvements, and other capital
outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred for
repairs and maintenance are expensed as incurred. Depreciation on all assets is provided on the
straight-line basis over the estimated useful lives of the assets. Governmental capital assets are
capitalized based on the following estimated useful lives and values:

Valuation Estimated
Description Threshold Useful Lives
Buildings $ 5,000 30 years
Machinery and equipment 2,000 5-10 years
Infrastructure 5,000 15-40 years
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VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Property, Plant, and Equipment - Proprietary Fund

Property, plant, and equipment acquired by the Proprietary Fund are stated at cost (or estimated
historical cost). Contributed fixed assets are recorded at fair market value at the date received.
Depreciation has been provided using the straight-line method over the following estimated useful
lives:

Description Estimated Lives
Transportation equipment 8 years
Communication equipment 20 years
Laboratory equipment 25 years
Office equipment 20 years
Buildings 40 years
Transmission overhead 35 years
Fixtures 33 years
Underground conduits 41 years

Postemployment Benefits

In addition to providing pension benefits, the Village of Groton provides health insurance
coverage and survivor benefits for retired employees and their survivors. Substantially all of the
Village of Groton's employees may become eligible for these benefits if they reach normal
retirement age while working for the Village of Groton. Health care benefits and survivors benefits
are provided through an insurance company whose premiums are based on the benefits paid during
the year. The Village of Groton recognizes the cost of providing benefits by recording its share of
insurance premiums as an expenditure in the year paid in the governmental funds, and by recording
an actuarially determined expense in the governmental activities, business type activities and
proprietary fund.

Vacation, Sick Leave, and Compensatory Absences

Village of Groton employees are granted vacation leave based primarily on the number of years
of continuous service, up to 22 days per year. However, vacation leave does not accumulate.

Employees are granted sick leave at the rate of ten days per year and may accumulate no more
than a maximum of 130 days. Employees who retire are either compensated for 50% of
accumulated sick leave or given the option of using 60% of accumulated sick leave to pay their
portion of ensuing health insurance premiums, so long as such is sufficient to pay said premium.

Estimated accumulated sick leave is recorded in the Proprietary Fund as a liability and expense,
and in Governmental Funds as a long-term liability if payable from future financial resources, or as a
fund liability and expenditures, if payable from current resources. See Note 7-C and 7-D for the
amounts recorded for compensated absences.

As of May 31, 2013, four employees are using 60% of their accumulated sick leave to pay for
their portion of health insurance premiums and four employees have exercised the 50% lump sum
payment option.

. Insurance and Risk Management

The Village maintains insurance coverage for most risk including, but not limited to, property
damage and personal injury liability. Judgments and claims are recorded when it is probable that an
asset has been impaired or a liability has been incurred and the amount of loss can be reasonably
estimated. No settlements have exceeded insurance coverage in the past three years.
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N. Equity Classifications

1.

Government-wide Financial Statements

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

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

Restricted - Consists of net resources with constraints placed 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.

Unrestricted - Consists of all other net resources that do not meet the definition of
“restricted” or “net investment in capital assets.”

Governmental Fund Financial Statements

The Village follows Governmental Accounting Standards Board Statement No. 54, “Fund
Balance Reporting and Governmental Fund Type Definitions.” Statement No. 54 changed the
terminology and classification of fund balance to reflect spending constraints on resources,
rather than availability for appropriation. This approach is intended to provide users more
consistent and understandable information about a fund’s net resources.

Constraints are broken into five classifications: nonspendable, restricted, committed,
assigned, and unassigned. These classifications serve to inform readers of the financial
statements of the extent to which the government is bound to honor any constraints on, or
specific purposes for which resources in a fund can be spent.

e Nonspendable
Consists of assets inherently nonspendable in the current period either because of
their form or because they must be maintained intact; including prepaid items,
inventories, long-term portions of loans receivable, financial assets held for resale, and
endowment principal.

e Restricted
Consists of amounts subject to legal purpose restrictions imposed by creditors,
grantors, contributors, or laws and regulations of other governments and enforced
externally; or through constitutional provisions or enabling legislation.

e Committed
Consists of amounts subject to a purpose constraint imposed by formal action of the
government’s highest level of decision-making authority, the Board of Trustees, prior to
the end of the fiscal year, which requires the same level of formal action to remove said

constraint.

e Assigned
Consists of amounts subject to a purpose constraint representing an intended use
established by the government’s highest level of decision-making authority, or their
designated body or official. The purpose of the assignment must be narrower than the
purpose of the General Fund. In funds other than the General Fund, assigned fund
balance represents the residual amount of fund balance.
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e Unassigned
Represents the residual classification of the government’s General Fund, and could
report a surplus or deficit. In funds other than the General Fund, the unassigned
classification should only be used to report a deficit balance resulting from
overspending amounts restricted, committed, or assigned for specific purposes.

The Village has not adopted any resolutions to commit fund balance. Currently, fund
balance is assigned by the Village Treasurer for encumbrances and designations. By
resolution, the Village Board approves fund balance appropriations for next year’s budget. The
Village has not formally adopted a policy defining the order in which to apply expenditures
against fund balances. However, the Village applied expenditures against nonspendable fund
balance, restricted fund balance, committed fund balance, assigned fund balance, and
unassigned fund balance.

O. |Interfund Activity

Interfund activity is reported as loans, services provided, reimbursements or transfers. Loans are
reported as interfund receivables and payables as appropriate and are subject to elimination upon
consolidation. Services provided, deemed to be at market or near market rates, are treated as
revenues and expenditures/expenses. Reimbursements occur when one fund incurs a cost, charges
the appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund
transactions are treated as transfers. All interfund activities between governmental activities are
eliminated on the Statement of Net Position and the Statement of Activities.

P. Revenues
Substantially all Governmental Fund revenues are accrued.

Q. Restricted Resources

When an expense is incurred for purposes for which both restricted and unrestricted net
position are available, it is the Village’s policy to apply restricted funds before unrestricted funds,
unless otherwise prohibited by legal requirements.

Note 2 - Cash and Investments

A. Assets

1. Cash and Investments

The Village of Groton's investment policies are governed by state statutes. In addition, the
Village of Groton has its own written investment policy. Village of Groton's monies must be
deposited in FDIC-insured commercial banks or trust companies located within the state. The
Clerk-Treasurer is authorized to use demand accounts and certificates of deposit. Permissible
investments include obligations of the U.S. Treasury and U.S. Agencies, repurchase agreements,
and obligations of New York State or its localities.

Collateral is required for demand and time deposits and certificates of deposit at 105% of all
deposits not covered by Federal Deposit Insurance. Obligations that may be pledged as collateral
are obligations of the United States and its agencies and obligations of the State and its
municipalities and Villages.

-22 -



VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Custodial credit risk is the risk that in the event of a bank failure, the Village’s deposits may
not be returned to it. While the Village does not have a specific policy for custodial credit risk,
New York State statutes govern the Village’s investment policies, as discussed previously in
these notes. Governmental Accounting Standards Board Statement No. 40 directs that
deposits be disclosed as exposed to custodial credit risk if they are not covered by depository
insurance, and the deposits are either uncollateralized or collateralized with securities held by
the pledging financial institution’s trust department or agent, but not in the Village’s name.

The Village's aggregate bank balances of $1,505,657 and the aggregate bank balances of
$59,782 of the component units of the Village were collateralized.

The Village has few investments and chooses to disclose its investments by specifically
identifying each. The Village’s investment policy for these investments is also governed by New
York State statutes. Investments are stated at fair value, and are categorized as either:

1. Insured or registered, or investments held by the Village or by the Village’s agent in the
Village’s name, or

2. Uninsured and unregistered, with investments held by the financial institution’s trust
department in the Village’s name, or

3. Uninsured and unregistered, with investments held by the financial institution or its trust
department, but not in the Village’s name.

Carrying
Amount
Fair Type of
Cost Value Investment Category
Certificate of (1)
General Fund $ 125000 $ 125,000 Deposit

The Village does not typically purchase investments for long enough duration to cause it to
believe that it is exposed to any material interest rate risk.

The Village does not typically purchase investments denominated in a foreign currency, and
is not exposed to foreign currency risk.

Other Receivables

Other receivables at May 31, 2013 consisted of the following, which are stated at net
realizable value. Except where noted, the Village has deemed the amounts to be fully
collectible.

Description Amount
Water Fund Water Rents Receivable $ 72,881
Sewer Fund Sewer Rents Receivable 63,205
Total Governmental Activities $ 136,086
Municipal Electric Fund Accounts Receivable $ 105,998

(net of allowance of $12,805)
Component Units:
Other Receivables Accounts Receivable $ 66,567
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3. Restricted Cash and Investments

General Fund Reserves $ 177,839
Water Fund Reserves 134,218
Sewer Fund Reserves 10,036
Special Grant Fund 147,816

Total Primary Government Restricted Cash $ 469,909
Enterprise Fund Reserves $ 307,051

Component Unit;
Housing Authority Reserve $ 32,346

Note 3 - Interfund Balances and Activity

Interfund receivable and payable balances at May 31, 2013 were as follows:

Interfund Interfund Interfund Interfund
Receivables Payables Revenue Expenditures
General Fund $ $ $ $ 96,555
Capital Projects Fund 96,555
Total $ -0- $ -0- $ 96,555 $ 96,555

Interfund receivables and payables are eliminated on the Statement of Net Position.

The Village transfers from various funds to finance capital projects. The Village typically loans
resources between funds for the purpose of mitigating the effects of transient cash flow issues. All
interfund payables, if any, are expected to be repaid within one year.

Note 4 - Capital Assets
A summary of changes in capital assets at May 31, 2013 follows:

Balance at Deletions/ Balance at
05/31/12 Additions Adjustments 05/31/13
Governmental Activities
Non-depreciable Capital Assets:
Land $ 110,490 $ $ $ 110,490
Construction in Progress 148,351 28,085 176,436
Total Non-depreciable Capital Assets 258,841 28,085 286,926
Depreciable Capital Assets:
Buildings 487,577 487,577
Machinery and equipment 1,012,271 148,834 (42,249) 1,118,856
Infrastructure 9,835,216 60,417 (13,728) 9,881,905
Total Depreciable Capital Assets 11,335,064 209,251 (55,977) 11,488,338
Total Historical Cost 11,593,905 237,336 (55,977) 11,775,264
Less Accumulated Depreciation:
Buildings 319,505 26,468 345,973
Machinery and equipment 680,655 56,116 (55,977) 680,794
Infrastructure 3,302,978 341,504 3,644,482
Total Accumulated Depreciation 4,303,138 424,088 (55,977) 4,671,249
Governmental Activities Capital Assets, Net $ 7,290,767 $ (186,752) $ -0- $§ 7,104,015
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Balance at Balance at
05/31/12 Additions Deletions 05/31/13
Business-type Activities
Non-depreciable Capital Assets:
Land $ 12,271 $ $ 12,271
Total Non-depreciable Capital Assets 12,271 -0- -0- 12,271
Depreciable Capital Assets:
Buildings 198,161 198,161
Machinery and equipment 2,726,818 72,234 (30,948) 2,768,104
Total Depreciable Capital Assets 2,924,979 72,234 (30,948) 2,966,265
Total Historical Cost 2,937,250 72,234 (30,948) 2,978,536
Less Accumulated Depreciation:
Buildings 89,142 4,116 93,258
Machinery and equipment 1,525,798 111,566 (15,337) 1,622,027
Total Accumulated Depreciation 1,614,940 115,682 (15,337) 1,715,285
Business-type Activities Capital
Assets, Net $ 1322310% (43,448)$% (15611)$ 1,263,251
Depreciation expense was charged to functions as follows:
Governmental Activities:
General governmental support $ 27,342
Public safety 29,172
Transportation 91,394
Culture and recreation 1,637
Home and community services 274,543
Total Governmental Activities Depreciation Expense $ 424,088
Business-type Activities:
Municipal Electric $ 115,682

Fixed Assets - Component Units

A summary of the Village of Groton Housing Authority property, plant, and equipment at
December 31, 2012 follows:

Land and Improvements $ 269,836
Building and Improvements 1,532,164
Furniture, fixtures, and equipment 230,082
Less Accumulated Depreciation (1,364,186)
Net Property, Plant, and Equipment $ 667,896

Depreciation expense of $69,373 was charged to operations on a straight-line basis for the year
ended December 31, 2012.
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The only fixed asset of the Industrial Development Agency (IDA) as of May 31, 2013 is land
transferred from the Village of Groton in 1999. The asset was recorded at an initial value of
$50,000. A portion was sold, leaving a remaining value of $12,500, which remains due from the
IDA to the Village.

Note 5 - Liabilities
A. Pension Plans

1. Plan Description

The Village of Groton participates in the New York State and Local Employees' Retirement
System (ERS), the New York State and Local Police and Fire Retirement System (PFRS), and
the Public Employees' Group Life Insurance Plan (Systems). These are cost-sharing multiple-
employer retirement systems. The Systems provide retirement benefits as well as death and
disability benefits. Obligations of employers and employees to contribute and benefits to
employees are governed by the New York State Retirement and Social Security Law
(NYSRSSL). As set forth in the NYSRSSL, the Comptroller of the State of New York
(Comptroller) serves as sole trustee and administrative head of the Systems.

The Comptroller shall adopt and may amend rules and regulations for the administration
and transaction of the business of the Systems and for the custody and control of their funds.
The Systems issue a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the New York
State and Local Retirement Systems, 110 State Street, Albany, NY 12244,

2. Funding Policy

Plan members who joined the Systems before July 27, 1976 are not required to make
contributions. Those joining after July 27, 1976 and before January 1, 2010 with less than ten
years of membership are required to contribute 3% of their annual salary. Those joining
NYSERS and NYSPFRS on or after January 1, 2010 are required to contribute 3% of their
annual salary for their entire working career. Under the authority of the NYSRSSL, the
Comptroller shall certify annually the rates expressed as proportions of payroll of members
which shall be used in computing the contributions required to be made by the employer to the
Pension Accumulation Fund.

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

Year ERS PFRS

2013 $ 112,101 $ 29,661
2012 93,743 21,399
2011 67,484 24,007

The Village of Groton's contributions made to the Systems were equal to 100% of the
contributions required for each year.
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Note 6 - Short-term Debt

A. Bond Anticipation and Revenue Anticipation Notes

Liabilities for Bond Anticipation Notes (BANs) are generally accounted for in the Capital Projects
Fund. Principal payments on BANs must be made annually. The notes or renewal thereof may not
extend more than 2 years beyond the original date of issue unless a portion is redeemed within 2
years and within each 12 month period thereafter. State law requires that BANs issued for capital
purposes be converted to long-term obligations within five years after the original issue date.
However, BANs issued for assessable improvement projects may be renewed for periods equivalent
to the maximum life of the permanent financing, provided that stipulated annual reductions of principal
are made.

The Village may issue Revenue Anticipation Notes (RANs) in anticipation of the receipt of
revenues. These notes are recorded as a liability of the fund that will actually receive the proceeds
from the issuance of the notes. The RANs represent a liability that will be extinguished by the use of
expendable, available resources of the fund. The Village did not issue or redeem any RANs during
the year.

The Village accounts for BANs and RANs as current obligations and records them in the fund to
which they apply.

B. New York State EFC Loan

On July 23, 2009, the Village of Groton signed an agreement with New York State Environmental
Facilities Corporation (EFC), under the New York State Water Pollution Control Revolving Fund
Program. This agreement provides for a maximum loan amount of $3,484,000 towards the Village's
wastewater treatment plant project. Funds are held by EFC until requested by the Village.
$3,415,504 has been drawn down as of May 31, 2011; during the year ended May 31, 2012 a portion
was paid through a grant, and the remainder was converted to long-term debt.

Changes in short-term debt outstanding are as follows:

Payable at Payable at

05/31/12 Issued Redeemed 05/31/13
Bond Anticipation Notes $ -0- $ 100,000 $ $ 100,000
Total $ -0- $ 100,000 $ -0- $ 100,000

Interest paid by the Village's governmental activities on short-term debt during the year was:

Interest paid $ -0-
Less interest accrued in the prior year -0-
Plus interest accrued in the current year 747

Total Interest Expense on Short-term Debt $ 747

Note 7 - Long-term Debt
A. Constitutional Debt Limit

At May 31, 2013, the total outstanding indebtedness of the Village of Groton aggregated
$1,438,542. Of this amount, $246,000 was subject to the Village's constitutional debt limit, and
represented approximately 4.31% of its debt limit.
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B. Serial Bonds and Statutory Installment Bonds

The Village of Groton borrows money in order to acquire land or equipment or construct
buildings and improvements. This enables the cost of these capital assets to be borne by the
present and future taxpayers receiving the benefit of the capital assets. These long-term liabilities,
which are full faith and credit debt of the local government, are recorded in the Statement of Net
Position and, in the case of Municipal Electric Fund debt, in the business-type activities.

C. Other Long-term Obligations

In addition to the above long-term debt, the Village had the following noncurrent liabilities:

1. Compensated Absences

Represent the unfunded value of the liability for accumulated sick days. The Village
allows employees to accrue sick days up to a maximum of 130 days. Upon retirement from
the Village, the employee may take 50% of accrued sick days at the current rate of pay in
cash, or may elect to apply 60% of accrued sick days at current pay rates to pay the
employee portion of retirement health care expenses.

2. Other Postemployment Benefits

Represent the expected obligation for the postretirement health care benefits program.
See Note 8 for further information.

D. Changes in Long-term Indebtedness

The following represents changes in the Village's indebtedness and interest
expenses/expenditures recognized during the year ended May 31, 2013.

Balance Balance

May 31, 2012 Additions Deletions  May 31, 2013
Serial Bonds $ 385,000 $ $ 30,000 $ 355,000
Statutory Installment Bonds 114,000 50,000 33,000 131,000
NYS Revolving Bond 805,576 25,576 780,000
Compensated Absences 39,574 3,337 42,911
Other Postemployment Benefits 221,460 84,362 305,822

Total Long-term Indebtedness -

Governmental Activities 1,565,610 137,699 88,576 1,614,733
Serial Bonds - Proprietary Fund 172,500 -0- 57,500 115,000
NYPA Loan - Proprietary Fund 76,828 4,653 20,114 61,367
Compensated Absences -

Proprietary Fund 43,061 4,792 47,853
Other Postemployment Benefits -

Proprietary Fund 222,570 99,939 322,509

Total $ 2,080,569 $ 247,083 $ 166,190 $ 2,161,462

-28-



VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Interest paid by the Village's governmental activities on long-term debt during the year was:

Interest paid $ 35,173
Less interest accrued in the prior year (7,116)
Plus interest accrued in the current year 5,287

Total Interest Expense on Long-term Debt $ 33,344

Additions and deletions to compensated absences are shown net, as it is impractical to
determine the amounts separately.

E. Debt Maturity Schedule

The following is a summary of maturity of indebtedness:

Original Final
Date Original Interest Maturity Outstanding  Due Within
Description of Issue Issued Amount Rate Date Balance One Year
Serial Bonds:
Water Fund 03/01/1983 $ 704,000 5.00% 03/01/2022 $ 180,000 $ 20,000
Water Fund 06/01/2007 239,713  Various 03/01/2027 175,000 10,000
Sewer Fund 11/01/2011 825,576  Various 05/01/2041 780,000 20,000
Proprietary Fund 03/01/2004 455,000 3.50% 03/01/2015 115,000 57,500
Total Serial Bonds 1,250,000 107,500
Statutory Installment Bonds:
Sewer Fund 05/10/2001 130,000 4.90% 05/10/2014 10,000 10,000
General Fund 03/20/2009 115,000 4.50% 04/01/2019 71,000 11,000
General Fund 09/24/2012 50,000 1.50% 07/01/2017 50,000 10,000
Total Statutory Installment Bonds 131,000 31,000
NYPA Loan:
Proprietary Fund 05/31/2011 75,250 .88% 05/31/2016 61,367 13,540
Total NYPA Loans 61,367 13,540
Total Debt Outstanding $ 1442367 $ 152,040
The following tables summarize the Village of Groton’s future debt service requirements as of
May 31, 2013:
Bonds
Year Principal Interest
2014 $ 152,040 $ 54,190
2015 143,300 49,519
2016 86,065 45,226
2017 96,962 42,727
2018 77,000 40,333
2019-2023 282,000 164,995
2024-2028 185,000 116,789
2029-2033 150,000 82,960
2034-2038 165,000 36,306
2039-2041 105,000 9,966
Total $ 1442367 $ 643,011
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The interest column reflects 50% of the amount of interest the Village is required to pay
on Environmental Project Bonds, which is subsidized by New York State in the amount of
$72,543 for 2014-2018.

The Village of Groton Housing Authority has the following long-term debt:

Original Final
Date Original Interest Maturity Outstanding
Housing Authority Issued Amount Rate Date Balance
Rural Development  12/31/1975 $ 845,000 8.13% 12/31/2025 $ 266,064
Rural Development ~ 03/15/1978 433,400 8.00% 03/15/2028 158,329
Rural Development  04/29/1982 140,000 13.25% 05/29/2032 63,489
Total $ 487,882

The following table summarizes the Housing Authority’s future debt service as of
December 31, 2012:

Notes
Year Payable

2013 $ 31,454
2014 31,770
2015 32,089
2016 32,412
2017 32,737
2018-2022 168,686
2023-2027 142,487
2028-2032 16,247

Total $ 487,882

Note 8 - Other Postemployment Benefits

A. Postemployment Benefits Other than Pensions

The Village follows GASB Statement Number 45 “Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions.” In the past, the Village reported the
cost of its retiree health care postretirement benefits on a “pay-as-you-go” basis. An actuarial
valuation of Village Postretirement Health Care Benefits Program (Plan) was performed as of
June 1, 2012 for the fiscal year ending May 31, 2013.

Plan Description - The Plan is a single-employer, defined benefit healthcare plan administered
by the Village. The Plan provides medical and dental benefits to eligible retirees and their spouses.
The Plan does not issue a stand-alone financial report, as there are no assets legally segregated for
the sole purpose of paying benefits under the Plan.

The contribution requirements of Plan members and the Village are established and may be
amended pursuant to applicable collective bargaining and employment agreements. The required
contribution is based on projected pay-as-you-go financing requirements and varies depending on
the applicable agreement.
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For the year ended May 31, 2013, the Village's governmental activities contributed $11,031 to
the Plan for current Village share of premiums for 2 retirees. The expected employer contribution of
$12,370 represents an actuarially determined estimate of premiums and claims paid on behalf of
retirees. Plan members receiving benefits may be required to contribute to the Plan depending on
their collective bargaining unit. The costs of administering the Plan are paid by the Village.

The Village’s annual other postemployment benefit (OPEB) cost (expense) is calculated based
on the annual required contribution of the employer (ARC), an amount actuarially determined in
accordance with the parameters of GASB Statement Number 45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize
any unfunded actuarial liabilities over a period of 30 years.

The following table shows the components of the Village’s annual OPEB cost for the year, the
amount actually contributed to the Plan, and changes in the Village’s net OPEB obligation to the
Village’s Plan:

Governmental Business-type

Activities Activities
Normal cost $ 55,273 $ 52,993
Amortization of unfunded actuarial accrued liability (UAAL) 45,641 51,700
Total Annual Required Contribution 100,914 104,693
Interest on net OPEB obligation 8,858 8,903
Adjustment to annual required contribution (13,040) (13,106)
Annual OPEB Cost (Expense) 96,732 100,490
Expected contributions on behalf of 2 employees (12,370) (551)
Increase in Net OPEB Obligation 84,362 99,939
Net OPEB Obligation - June 1, 2012 221,460 222,570
Net OPEB Obligation - May 31, 2013 $ 305,822 $ 322,509

The Village’s annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan,
and the net OPEB obligation for the past three years is as follows:

Percentage of

Fiscal Annual OPEB
Year Annual Cost Net OPEB
Ended Fund Type OPEB Cost Contributed Obligation
05/31/13 Governmental Activities $ 96,732 12.8% $ 305,822
05/31/13 Business-type Activities $ 100,490 0.5% $ 322,509
05/31/12 Governmental Activities $ 95,091 19.9% $ 221,460
05/31/12 Business-type Activities $ 79,231 09% $ 222570
05/31/11 Governmental Activities $ 90,132 18.0% $ 145,335
05/31/11 Business-type Activities $ 74,445 0.3% $ 144,090

The year ended May 31, 2013 is the fourth year that the OPEB obligation has been actuarially
determined.

Funded Status and Funding Progress - As of May 31, 2013, the Plan was not funded. The
actuarial accrued liability for benefits was $745,288 for the governmental activities and $844,251 for
the business-type activities; there are no assets legally segregated for the Plan. The covered
payroll (annual payroll of active employees covered by the Plan) was $709,297 for the
governmental activities and $294,304 for the business-type activities; and the ratio of the UAAL to
the covered payroll for the governmental and business-type activities was 105.1% and 286.9%,
respectively.
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Actuarial valuations of an ongoing Plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and healthcare cost trends. Amounts determined
regarding funded status of the Plan and annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are
made about the future. The Schedule of Funding Progress, presented as required supplementary
information following the notes to the financial statements, presents multi-year trend information
about whether the actuarial value of Plan assets is increasing or decreasing over time, relative to
the actuarial accrued liabilities for benefits.

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

In the June 1, 2012 Actuarial Valuation Report, the most recent actuarial valuation date, the
projected unit credit method was used. Under this method, each participant’s projected benefit is
calculated at all possible ages based on the Plan provisions as well as the initial data and actuarial
assumptions. The actuarial assumptions included an annual discount rate of 4.00%. Additional
actuarial assumptions included an annual medical cost trend rate ranging from 8.10% in 2014 to
4.30% for 2083 and thereafter, with an inflation rate of 2.90%.

As of January 1, 2011, the Village of Groton became a participating employer in the Greater
Tompkins County Municipal Health Insurance Consortium, an agent multiple-employer defined
benefit plan.

Note 9 - Restricted Net Position

At May 31, 2013, restricted net position in the governmental activities was restricted for special

grant purposes; the funds are restricted by the grantor.
Note 10 - Fund Balance Detail

At May 31, 2013, nonspendable, restricted and assigned fund balance in the governmental funds

were as follows:

Special Capital
General Grant Water Sewer Projects Non-Major
Fund Fund Fund Fund Fund Fund
Restricted:
Unemployment insurance reserve  $ 3,092 § $ $ $ $
Repairs reserve 2,931
Capital reserve 171,816 134,218 10,036
Remaining fund balance 147,816
Total Restricted Fund Balance $ 177,839 $ 147,816 $ 134218 $ 10,036 $ -0- $ -0-
Assigned:
Appropriated for next year's budget $ 125,000 $ $ 15,000 $ 87,000 $ $ 23,152
Remaining fund balance 158,428 121,812
Total Assigned Fund Balance $ 125000 $ -0- $ 173428 $ 208,812 $ -0- $ 23,152
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VILLAGE OF GROTON
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED MAY 31, 2013

Note 11 - Insurance Pool, Non-Risk Retained

Note 12 -

The Village of Groton is exposed to loss related to employee injuries. During the 1980s, the Village of
Groton was unable to obtain workers’ compensation insurance at a cost it considered to be economically
justifiable. In June 1985, the Village of Groton joined with other governments (520 current members) to
form the Public Risk Management Association, Inc. (PERMA), a public entity risk pool currently operating
as a common risk management and insurance program for workers' compensation. The Village of Groton
pays an annual premium to the pool for its workers' compensation insurance coverage. The agreement
for the formation of PERMA provides that the pool will be self-sustaining through member premiums and
will reinsure through commercial companies for claims in excess of $1,000,000 for each insured event.

The pooling agreement allows for the pool to make additional assessments to make the pool self-
sustaining. It is not possible to estimate the amount of such additional assessments.

PERMA has published its own financial report for the year ended May 31, 2013, which can be
obtained from the Public Employer Risk Management Association, Inc., P.O. Box 12250, Albany,
New York 12212-2250.

During the year ended May 31, 2013, the Village incurred premiums of $75,257.

Summary of Significant Commitments and Contingencies

The Village is exposed to various risks of loss related to, but not limited to, torts; theft of, damage to,
and destruction of assets; injuries to employees; errors and omissions; natural disasters. These risks are
covered by commercial insurance purchased from independent third parties. Settled claims from these
risks have not exceeded commercial insurance coverage for the past three years

Note 13 - Stewardship, Compliance and Accountability

Note 14 -

The Capital Projects Fund had a deficit of $(24,149) at May 31, 2013. This deficit will be eliminated
as short-term debt is converted to long-term debt.

The General Fund had one budgetary line item overexpended due to a year-end accounting
adjustment.

Impact of Future Standards of the Governmental Accounting Standards Board (GASB)

The Village is in the process of assessing the future effects of the following GASB Statement:
Statement Number 65, "ltems Reported as Assets and Liabilities," to be implemented in the fiscal year
2013-2014.

This Statement establishes accounting and reporting standards that reclassify, as deferred outflows
of resources or deferred inflows of resources, certain items that were previously reported as assets and
liabilities and recognizes, as outflows of resources or inflows of resources, certain items that were not
previously reported as assets and liabilities. The Statement also provides other financial reporting
guidance related to the impact of the financial statement elements deferred outflows of resources and
deferred inflows of resources, such as changes in the determination of major fund calculations and
limiting the use of the term deferred in financial statement presentations.
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VILLAGE OF GROTON
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND - NON-GAAP BASIS
FOR THE YEAR ENDED MAY 31, 2013

REVENUES

Real property taxes
Real property tax items
Nonproperty tax items
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Miscellaneous local sources
State sources

Total Revenues

EXPENDITURES

Current:
General governmental support
Public safety
Public health
Transportation
Economic assistance and opportunity
Culture and recreation
Home and community services
Employee benefits

Debt service (principal and interest)

Total Expenditures

Excess of (Expenditures) Revenues

OTHER FINANCING SOURCES (USES)
Interfund transfers (out)
Total Other Financing (Uses) Sources

Excess of (Expenditures) and Other (Uses)
over Revenues and Other Financing Sources

Appropriated Reserves
Appropriated Fund Balances

Other Budgetary Purposes
Net Decrease

Fund Balance, Beginning of Year

Fund Balance, End of Year

$

$

Original Final
Budget Budget Actual Variance
673,500 $ 673,500 $ 673,094 $ (406)
13,700 13,700 9,279 (4,421)
427,000 427,000 470,611 43,611
135,220 134,500 164,112 29,612
50,200 50,920 49,536 (1,384)
14,500 14,500 13,711 (789)
6,210 6,210 7,824 1,614
100 100 625 525
12,000 12,000 26,007 14,007
1,200 1,200 5,924 4,724
67,490 67,490 69,606 2,116
1,401,120 1,401,120 1,490,329 89,209
235,115 217,085 192,758 24,327
333,600 335,650 335,601 49
151,000 160,100 159,233 867
304,132 301,782 281,253 20,529
5,300 6,300 6,300 -0-
130,525 132,835 132,259 576
24,760 24,760 20,764 3,996
263,500 269,420 296,250 (26,830)
27,188 27,188 27,098 90
1,475,120 1,475,120 1,451,516 23,604
(74,000) (74,000) 38,813 112,813
-0- (96,555) (96,555) -0-
-0- (96,555) (96,555) -0-
(74,000) (170,555) (57,742) $ 112,813
-0- 96,555
100,000 100,000
(26,000) (26,000)
-0- $ -0- (57,742)
__ 455397
$ 397,655

See Independent Auditor's Report and Notes to Required Supplementary Information
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VILLAGE OF GROTON
BUDGETARY COMPARISON SCHEDULE

SPECIAL REVENUE FUNDS - NON-GAAP BASIS

FOR THE YEAR ENDED MAY 31, 2013

REVENUES
Departmental income
Use of money and property
Total Revenues

EXPENDITURES

Current:
General governmental support
Home and community services
Employee benefits
Debt service (principal and interest)
Total Expenditures

Excess of (Expenditures)

OTHER FINANCING SOURCES (USES)
Interfund transfers in
Interfund transfers (out)

Total Other Financing (Uses) Sources

Excess of (Expenditures) and Other (Uses)
over Revenues and Other Financing Sources

Appropriated Fund Balances
Other Budgetary Purposes
Net Decrease

Fund Balance, Beginning of Year

Fund Balance, End of Year

Sewer Fund
Original Final
Budget Budget Actual Variance
251650 $ 251650 $ 256,977 $ 5,327
150 150 342 192
251,800 251,800 257,319 5,519
13,436 6,526 6,500 26
182,200 219,310 213,189 6,121
34,800 37,300 37,076 224
51,364 43,664 42,634 1,030
281,800 306,800 299,399 7,401
(30,000) (55,000) (42,080) 12,920
-0-
-0- -0-
-0- -0- -0- -0-
(30,000) (55,000) (42,080) $ 12,920
35,000 60,000
(5,000) (5,000)
-0- $ -0- (42,080)
260,928
$ 218,848

See Independent Auditor's Report and Notes to Required Supplementary Information
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VILLAGE OF GROTON
BUDGETARY COMPARISON SCHEDULE
SPECIAL REVENUE FUNDS - NON-GAAP BASIS
FOR THE YEAR ENDED MAY 31, 2013

Water Fund
Original Final
Budget Budget Actual Variance
REVENUES
Departmental income $ 254500 $ 254500 $ 260,017 $ 5,517
Use of money and property 300 300 393 93
Total Revenues 254,800 254,800 260,410 5,610
EXPENDITURES
Current:
General governmental support 29,070 23,570 23,387 183
Home and community services 138,250 142,750 112,151 30,599
Employee benefits 33,000 34,000 31,689 2,311
Debt service (principal and interest) 46,480 46,480 45,287 1,193
Total Expenditures 246,800 246,800 212,514 34,286
Excess of Revenues 8,000 8,000 47,896 39,896
OTHER FINANCING SOURCES (USES)
Interfund transfers (out) -0-
Total Other Financing (Uses) -0- -0- -0- -0-
Excess of Revenues and Other Financing Sources
over (Expenditures) and Other (Uses) 8,000 8,000 47,896 $ 39,896
Appropriated Fund Balances 12,000 12,000
Other Budgetary Purposes (20,000) (20,000)
Net Increase $ -0- $ -0- 47,896
Fund Balance, Beginning of Year 259,750
Fund Balance, End of Year $ 307,646

See Independent Auditor's Report and Notes to Required Supplementary Information
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VILLAGE OF GROTON
SCHEDULE OF FUNDING PROGRESS
FOR THE YEAR ENDED MAY 31, 2013

Actuarial UAAL as a
Actuarial Actuarial Accrued Unfunded Percentage
Year Valuation Value of Liability (AAL) - AAL Funded Covered of Covered
Ended Date Assets Entry Age (UAAL) Ratio Payroll Payroll
2013 06/01/12 Governmental Activities $ -0- § 745,288 $ 745,288 0.0% $ 709,297 105.1%
2013 06/01/12 Business-type Activities $ -0- % 844,251 $§ 844,251 0.0% $ 294,304 286.9%
2012 06/01/09 Governmental Activities $ -0- % 831,457 $ 831,457 0.0% $ 680,537 122.2%
2012 06/01/09 Business-type Activities $ -0- § 646,002 $ 646,002 0.0% $ 265,453 243.4%
2011 06/01/09 Governmental Activities $ -0- § 770,887 $ 770,887 0.0% $ 642,214 120.0%
2011 06/01/09 Business-type Activities $ -0- % 581,632 $ 581,632 0.0% $ 277,730 209.4%
2010 06/01/09 Governmental Activities $ -0- % 712,188 $ 712,188 0.0% $ 642,092 110.9%
2010 06/01/09 Business-type Activities $ -0- § 521,022 $§ 521,022 0.0% $ 284,102 183.4%

See Independent Auditor's Report and Notes to Required Supplementary Information
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VILLAGE OF GROTON
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED MAY 31, 2013

Note 1 - Budget Basis of Accounting

Except as indicated below, budgets are adopted annually on a basis consistent with accounting
principles generally accepted in the United States of America. Appropriations authorized for the current
year are increased by the amount of encumbrances carried forward from the prior year. Encumbrances
are not considered a disbursement in the financial plan or expenditure in GAAP based financial
statements. Encumbrances reserve a portion of the applicable appropriation for purchase orders,
contracts, and other commitments not expended at year end, thereby ensuring that appropriations are not
exceeded.

Note 2 - Budget Policies - Budget policies are as follows:
1. Annual operating budgets are maintained for the following Governmental Fund types:

General Fund
Special Revenue Funds (Water and Sewer Funds)

2. No later than March 31, the budget officer submits the tentative Village budget to the Board of
Trustees for the fiscal year commencing the following June. Upon filing the tentative Village
budget, a notice is published in the official newspaper of the Village.

3. After the public hearing on the recommended budgets, the Mayor and Board of Trustees adopt
the final Village budget no later than April 30.

4. Annual budgets adopted represent the legal limit on expenditures for that period. At the end of
each year unexpended, unencumbered appropriations lapse. Encumbered appropriations do not
lapse and are carried forward.

5. Expenditures may not legally exceed appropriations at the fund level.

6. All modifications of the budget must be approved by the governing board.

7. The Board of Trustees may increase the appropriations budget during the fiscal year where
additional revenues or expenditures not involved in the original adopted budget are identified.

Note 3 - Reconciliation of the Budget Basis to GAAP

No adjustment is necessary to convert the excess of revenues and other sources over expenditures
and other uses on the GAAP basis to the budget basis, as there were no encumbrances recorded at
May 31, 2013.

Note 4 - Schedule of Funding Progress

The Schedule of Funding Progress, presented as required supplementary information, presents
multi-year trend information about whether the actuarial value of Plan assets is increasing or decreasing
over time relative to the actuarial accrued liabilities for benefits.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHERS MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mayor and Village Trustees
Village of Groton
Groton, New York

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate remaining
fund information of Village of Groton (the Village), as of and for the year ended May 31, 2013, and the related
notes to the financial statements, which collectively comprise the Village’s basic financial statements and have
issued our report thereon dated February 6, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Village’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Village’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Village’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management 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 a combination of deficiencies, in
internal control, such that there is a reasonable 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
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or,
significant deficiencies. Given 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.

-390 -
CORTLAND ITHACA WATKINS GLEN
39 Church Street 401 East State Street ~ Suite 500 108 West Fourth Street
Cortland, New York 13045 Ithaca, New York 14850 Watkins Glen, New York 14891
607-753-7439 607-272-4444 607-535-4443
fax 607-753-7874 fax 607-273-8372 fax 607-535-6220

www.cdim.com



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance 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
Standards.

Purpose of this Report

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

ik Uiy (o s, 8o, 12

February 6, 2014
Ilthaca, New York
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