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INCORPORATED VILLAGE OF FLOWER HILL
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
MAY 31, 2013

As management of the Incorporated Village of Flower Hill (the “Village™), we offer readers of the
Village’s financial statements this narrative overview and analysis of the financial activities of the Village
for the fiscal year ended May 31, 2013.

FINANCIAL HIGHLIGHTS

As reflected in the government wide financial statements, the assets of the Village exceeded its liabilities
at May 31, 2013 fiscal year by $8,409,733 (net position), of which $1,333,354 is unrestricted and may be
used to meet the government’s ongoing obligations to citizens and creditors in accordance with the
Village’s fund designation and fiscal policies.

As reflected in the fund financial statements as of the close of the current fiscal year, the Village’s
government funds reported an ending fund balance of $1,377,096 (a decrease of $169,635 in comparison
with the prior year). Of this amount, $38,925 is restricted, $260,000 is assigned, and $1,078,171 is
unassigned.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Village’s basic financial
statements. The Village’s basic financial statements are comprised of three components: 1) government-
wide financial statements, 2) fund financial statements and 3) notes to the financial statements. This
report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide Financial Statements — The government-wide financial statements are designed to
provide readers with a broad overview of the Village’s finances, in a manner similar to a private-sector
business.

The Statement of Net Position presents information on all of the Village’s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the Village is improving or deteriorating.

The Statement of Activities presents information showing how the Village’s net position changed during
the fiscal year. All changes in net position are reported when the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported
in this statement for some items that will only result in cash flows in future years.

Both of the government-wide financial statements distinguish functions and programs of the Village that
are principally supported by taxes and intergovernmental revenues (governmental activities) from
programs that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities).

The governmental activities of the Village include general government, building department, justice
court, contracted fire protection, parks and recreation, roads and highways, and sanitation.

The government-wide financial statements can be found on pages 10 and 11 of this report,

See independent auditors’ report and notes to the financial statements,
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INCORPORATED VILLAGE OF FLOWER HILL
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
MAY 31, 2013

Fund Financial Statements — A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objects. The Village, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-refated legal
requirements. All of the funds of the Village can be divided into two categories: governmental and
fiduciary funds.

Governmental Funds - Governmental funds are used to account for essentially the same functions and
programs reported as governmental activities in the government-wide financial statements, However,
unlike the government-wide financial statements, governmental fund financial statements focus on current
sources and uses of spendable resources, as well as on balances of spendable resources available at the
end of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
s0, readers may better understand the long-term effect of the government’s near-term financing decisions.
Both the governmental funds balance sheet and the governmental fund statements of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Village maintains two governmental funds. Information is presented separately in the Governmental
Funds Balance Sheet and in the Governmental Funds Statement of Revenues, Expenditures, and Changes
in Fund Balances for the General Fund, and Capital Fund.

The Village adopts an annual appropriated budget for its General Fund. A budgetary comparison
schedule has been provided for the General Fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 12 — 15 of this report.

Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statement
because the resources of these funds are not available o support the Village’s own programs.

The fiduciary fund financial statement can be found on page 16 of this report.

Notes to the Financial Statements — The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to

the financial statements can be found on pages 17 - 34 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of government’s financial position.
In the case of the Incorporated Village of Flower Hill assets exceeded liabilities by $8,409,733 at the
close of the most recent fiscal year.

The Village has an investment in capital assets, net of related debt totaling $7,037,454, at May 31, 2013,

See independent anditors’ report and notes to the financial statements,
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INCORPORATED VILLAGE OF FLOWER HILL
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
MAY 31, 2013

The remaining balance of unrestricted net position totaling $1,333,354 may be used to meet the
government’s ongoing obligations to citizens and creditors.

VIL.LAGE’S NET POSITION

Governmental Activities

013 2012 Change
Current and Other Assets $1,658,684 $1,828,098 $(169,414)
Capital Assets 7.037.454 6,951,287 86,167
Total Assets ' 8.696.138 8.779.385 (83.247)
Other Liabilities 281,588 281,367 221
Long Term Liabilities 4,817 6.187 (1,370
Total Liabiiities 286,405 287,554 _ (1,149
Net Position: .
Net investment in capital assets 7,037,454 6,951,287 86,167
Restricted 38,925 138,846 (99,921)
Unrestricted 1,333,354 1,401,698 (68.344)
Total Net Position $8.409,733 8.491.831 $(82,008)

Currently, the largest portion of the Village’s net position of $7,037,454 reflects its investment in capital
assets e.g. land, buildings, improvements and machinery and equipment. Capital assets are used to
provide service to citizens; consequently these assets are not available for future spending. Although the
Village’s investment in capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.

The net investment in capital assets increased over the prior year by $86,167 as a result of significant
capital improvements funded during the current fiscal year.

A portion of the Village’s net position, $38,925, represents resources that are subject to external
restriction on how they may be used. Decreases of $99,921 were the result of excess funds that were used
for the improvements and repaving of various roads.

The remaining balance of untrestricted net position of $1,333,354 may be used to meet the government’s
ongoing obligations to citizens and creditors.

See independent auditors’ report and notes to the financial statements.
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INCORPORATED VILLAGE OF FLOWER HILL
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

MAY 31, 2013
VILLAGE’S CHANGES IN NET POSITION
Governmental Activities
Increase
2013 2012 {(Decrease)
Revenues:
Program Revenues/Charges for Services $ 531,078 $ 705,134 $(174,056)
Capital Grants 311,070 123,388 187,682
General Revenues:
Property Taxes 2,011,000 2,019,434 (8,434)
Unrestricted Investment Earnings 5,155 7,737 (2,582)
State Aid ' 164,030 174,017 (9,987)
Miscellaneous 281,713 220,904 60,809
(Loss) on Capital Asset Dispositions (111) (2.660) 2.549
Total Revenues 3,303,935 3.247.954 55,981
Expenses:
General Government 1,532,752 1,263,105 269,647
Building Department 301,644 205,623 96,021
Justice Court 204,080 198,109 5,971
Fire Protection 532,518 499,798 32,720
Parks and Recreation 21,889 18,706 3,183
Roads and Highways 793,150 813.130 {19.980)
Total Expenses 3.386.033 2,998.471 387,562
{Decreases) Increases in Net Position (82,098) 249 483 (331,581)
Net Position — Beginning 8.491.831 8,242,348 249,483
Net Position — Ending $8.409.733 $8.491.831 $ (82,098)

Revenue Categories:

Program Revenues — includes charges for services which provide a direct benefit to the purchaser,
including fees for recreational and community events and building permits. Revenue contributed by
external governments that are restricted to supporting these types of programs are also classified as
program grants.

General Revenues — includes revenues that are available to fund the overall government and to provide a
benefit to all taxpayers in the Village. This includes miscellaneous funds that may be generated during the
course of the year such as sales on excess equipment and insurance property loss claims received.

The Village’s revenues increased by $55,981. This increase is primarily due to Federal Aid of $227,1246
received due to Super Storm Sandy. However, building and alteration permit fees under program
revenues/charges for services were significantly down.

Expense Categories:

The Village’s expenses increased by $387,562. This increase is primarily directly related to emergency
disaster expenditures of $234,750.

See independent auditors’ report and notes to the financial statements.
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INCORPORATED VILLAGE OF FLOWER HILL
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
MAY 31, 2013

FINANCIAL ANALYSIS OF THE VILLAGE’S FUNDS

As noted earlier, the Village uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements.

Governmental Funds — The focus of the Village’s governmental funds is to provide information on near-
term inflows, outflows and balances of spendable resources. Such information is useful in assessing the
Village’s financing requirements. In particular, unassigned fund balance may serve as a useful measure of
a government’s net resources available for spending at the end of the vear,

At the end of the current fiscal year, the Village’s governmental funds reported combined ending fund
balances of $1,377,096, a decrease of $169,635 in comparison to the prior year. Of this total amount
$1,078,171 constitutes unassigned fund balance, which is available for spending at the government’s
discretion.

General Fund - The General Fund is the chief operating fund of the Village. At the end of the current
fiscal year, unassigned fund balance of the General Fund was $1,078,171, while total fund balance
reached $1,338,171. As a measure of the General Fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund balance
represents 33% of total fund expenditures, while total fund balance represents 41% of that total fund
expenditures.

The fund balance of the Village’s General Fund decreased during the current fiscal year by $69,714 to
$1,338,171. The key factor in this was a $93,812 transfer to the capital fund that was used to purchase a
new street sweeper.

Capital Projects Fund — The fund balance in the Capital Projects Fund decreased during the current
fiscal year by $99,921 to $38,925. The key factor was amounts expended for pavement and drainage

improvements and the purchase of the aforementioned street sweeper.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Village’s General Fund adopted budget for the fiscal year ended May 31, 2013 was $2,945,655. This
amount was increased by appropriated fund balance of $400,000 for a total budget of $3,345,655.

The budget was funded through a combination of revenues. The major funding sources were real property
taxes of $1,993,955, non-property tax items $180,000, licenses and permits $346,500, State Aid
$222,300, and appropriated fund balance of $400,000,

The General Fund performed favorably compared to budgeted revenues and expenditures.
Actual revenues of $3,303,967 compared to the original budget of $2,945,655 with a positive variance to

budget of $358,312. This variance consisted primarily of Federal Aid of $227,124 due to Super Storm
Sandy.

See independent auditors’ report and notes to the financial statements.
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INCORPORATED VILLAGE OF FLOWER HILL
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
MAY 31, 2013

Actual expenditures for the year were $3,373,681 compared to the original budget of $3,345,655 with a
negative variance to budget of $28,026. This variance is primarily the result of actual line items

exceeding budgeted line items, specifically emergency disaster expenditures related to Super Storm
Sandy.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - The Village’s investment in capital assets for its governmental type activities as of May
31, 2013, amounts to $7,037,454 (net of accumulated depreciation). This investment in capital assets

includes land, land improvements, infrastructure, structures, vehicles and vehicle equipment, and
machinery and equipment.

As of the year ended May 31, 2013 012
Land $ 5111 h 5,111
Land Improvements 29,670 31,665
Infrastructure 4,216,744 4,186,030
Structures 2,229,377 2,297,657
Vehicles and Vehicle Equipment 371,386 229,429
Machinery and Equipment 185.166 201,396
Total $7.037.454 $6,951,288

Additional information on the Village’s capital assets is shown in Note 6 on page 26 of this report.

DEBT ADMINISTRATION

The Village borrows money in order to acquire land or equipment or construct buildings and
improvements or infrastructure. This enables the cost of these capital assets to be borne by the present and
future taxpayers receiving the benefit of the capital assets. The Village pledges its full faith and credit for
the payment of principal and interest.

As of the year ended May 31, 013 2012
Postemployment Benefits $ 4817 $ 6.187
Total § 4817 $ 6,187

Additional information on the Village’s outstanding debt is shown in Note 7 on page 27 of this report.

See independent auditors® report and notes to the financial statements.
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INCORPORATED VILLAGE OF FLOWER HILL
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
MAY 31, 2013

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The 2014 budget appropriations are $3,248,321 which is 2.91% less than the current year’s adopted
budget. Most of the appropriations budget is about equal to the prior year with the exception of judgment
and claims has been decreased by $25,000; fire protection has been increased by $12,898; street
maintenance has been decreased by $402,964; parks and recreation has been increased by $75,000; refuse
and garbage has been increased by $25,380; State retirement has been increased by $28,000; health
insurance has been increased by $50,000; and transfers to capital projects has been increased by$75,000.
Building permit fees have been decreased by $44,000; sale of equipment has been decreased by $20,000.
Property tax collections will remain unchanged.

REQUEST FOR INFORMATION

The financial report is designed to provide our citizens, customers, investors and creditors with general
overview of the Village’s finances and to show the Village’s accountability for the money it receives.
Questions concerning any information provided in this report should be addressed to the Village at 1
Bonnie Heights Road, Flower Hill, NY 11030.

See independent auditors’ report and notes to the financial statements.
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Certified Public Accountants & Business Advisors

Since 1949...People...Relationships...Results.

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and Board of Trustees of the
Incorporated Village of Flower Hill:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Incorporated Village of Flower Hill (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 the 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.

Auditors’ 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. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of 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
assessiment of the risks of material misstatement of the financial statements, whether due to fraud or erior.
In making those risk assessments, the auditor considers internal control relevant to the entity’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 internal
control. Accordingly, we express no such opinion. An audit 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.

Opinion

in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Incorporated
Village of Flower Hill, as of May 31, 2013, and the respective changes in {inancial position for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

-8-

125 Jericho Turnpike * Jericho, New York 11753 « 516-338-9500 « 516-338-8862 fax « www satty.com



Other Matters

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 1 through 7, budgetary comparison information on page 36 and the
schedule of funding progress other postemployment benefits on page 35, be presented to supplement the
basic financial statements. Such information, although are not 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 methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Sy, deune + Conren, COs P

Satty, Levine & Ciacco, CPAs P.C.
Jericho, New York
September 4, 2013



INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

STATEMENT OF NET POSITION

May 31, 2013
Governmental
Activities
ASSETS
Cash $ 1,389,627
Taxes Receivable 35,880
Accounts Receivabie 77,180
Due From Fiduciary Fund 91,017
Due From Other Governments 64,980
Capital Assets:
Land 5111
Other Capital Assets, Net of Depreciation 7,032,343
Total Assets $ 8,696,138
LIABILITIES
Accounts Payable $ 276,522
Deferred Revenue 5,066
Long-Term Liabilities:
Due In More Than One Year 4,817
Total Liabilities 286,405
NET POSITION
Invested In Capital Assets 7.037,454
Restricted for:
Capital Repairs 38,925
Unrestricted 1,333,354
Total Net Position 8,409,733
Total Liabilities and Net Position $ 8,696,138

See independent auditors’ report and notes to the financial statements.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

STATEMENT OF ACTIVITIES

For The Year Ended May 31, 2013

Net (Expense)
Revenue and Changes
Program Revenues In Net Position
Charges for Capital Governmental
Function/Programs Expenses Services Grants Activities
Governmental Activitics: :
General Government $ 1,532,752 § 57,591 % - % (1,475,161)
Building Department 301,644 421,243 - 119,599
Justice Court : 204,080 52,244 - (151,836)
Fire Protection 532,518 - - (532,518)
Parks and Recreation 21,889 - - (21,889
Roads and Highways 793,150 - 311,070 (432,080)
Total Governmental Activities $ 3,386,033 § 531,078 & 311,070 (2,543,385)
General Revenues:
Taxes:
Property Taxes-levied for general purposes 2,011,000
Unrestricted Investment Earnings 5,155
State Aid 164,030
Miscellaneous 281,713
(Loss) on Capital Asset Dispositions (111)
Total General Revenues 2,461,787
Change In Net Position (82,098)
Net Position - Beginning 8,491,831
Net Position - Ending $ 8,409,733

See independent auditors' report and notes to the financial statements,
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

GOVERNMENTAL FUNDS BALANCE SHEET

May 31, 2013
Governmental
Fund Types
Capital
General Fund Total
ASSETS
Cash $ 1,350,702 § 38,925 1,389,627
Taxes Receivable, Overdue 35,809 - 35,309
Property Acquired For Taxes 71 - 71
Accounts Receivable 77,180 - 77,180
Due From Fiduciary Fund 91,017 “ 91,017
Due From Other Governmenis 64,980 - 64,980
TOTAL ASSETS $ 1,619,759 § 38,925 1,658,684
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts Payable b 276,522 § - 276,522
Deferred Revenue 5,066 - 5,066
Total Liabilities 281,588 - 281,588
Fund Balances:
Restricted:
Capital Projects - 38,925 38,925
Assigned Fund Balance:
Appropriated Fund Balance 260,000 - 260,000
Unassigned 1,078,171 - 1,078,171
Total Fund Balance 1,338,171 38,925 1,377,096
TOTAL LTIABILITIES AND FUND BALANCE $ 1,619,759 3 38,925 1,658,684

See independent auditors' report and notes to the financial statements.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

May 31,2013

Total fund balance - total governmental funds $ 1,377,096

Amounts reported for governmental activities in the
statenent of net position are different because:

Capital assets used in governmental activities are not
current financial resources and therefore are not
reported in the governmental funds balance sheet, 7,037,454

Long-term liabilities are not due and payable in the current period
and, therefore, they are not reported in the governmental
funds balance sheet. {4.817)

Net position of governmental activities 3 8,409,733

See independent auditors' report and notes to the financial statements.
-13-



INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

For The Year Ended May 31, 2013

Governmental Fund Types

General Capital
Fund Fund Total
Revenues:
Real Property Taxes $ 1,994,456 $ - % 1,994,456
Interest and Penalties on Real Property Taxes 16,544 - 16,544
Non Property Tax Items 203,089 - 203,989
Departmental Income 63,341 - 63,341
Use of Money and Property 5,496 79 5,575
Licenses and Permits . 415,493 - 415,493
Fines and Forfeitures 52,244 - 52,244
Sale of Property and Compensation for Loss 8,000 - 8,000
Miscellaneous Local Sources 69,304 - 69,304
State Aid 247976 - 247976
Federal Aid 227,124 - 227,124
Total Revenues 3,303,967 79 3,304,046
Expenditures:
Current:
General Government 850,350 - 850,350
Public Safety 789,070 - 789,070
Transportation 589,480 193,812 783,292
Culture and Recreation 18,003 - 18,003
Home and Community Services 548,414 - 548,414
Employee Benefits 484,552 - 484,552
Total Expenditures 3,279,869 193,812 3,473,681
Excess (Deficiency) of Revenues
Over Expenditures 24,098 (193,733} {169,635)
Other Financing Sources (Uses):
Transfers in (Out) (93,812) 93,812 -
(Deficiency) of Revenues and Other Sources
Over Expenditures and Other Uses (69,714) (99,921) (169,635)
Fund Balance at Beginning of Year 1,407,885 138,846 1,546,731
Fund Balance at End of Year $ 1,338,171 $ 38,925 $§ 1,377,09

See independent auditors' report and notes to the financial statements.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

RECONCILIATION OF THE 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 government funds $  (169,635)

Amount reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlay as expenditures. However,
in the government-wide statement of activities and changes in net position,
the cost of those assets is allocated over their estimated useful lives
as depreciation expense. This is the amount of capital assets recorded
in the current period. 502,122

The net effect of various transactions involving capital assets
{i.e., retirements and sales) is to (decrease) net position. (11D

Depreciation expense on capital assets is reported in the government-
wide statement of activities and changes in net position, but they
do not require the use of current financial resources. Therefore,
depreciation expense is not reported as an expenditure in the
governmental funds, (415,845)

On the statement of activities the actual and projected long term expenditures for
postemployment benefits are reported whereas on the governmental funds

only the actual expenditures are recorded for postemployment benefits. 1,371
Change in net position of governmental activities $ (82,098)

See independent auditors' report and notes to the financial statements,
-15-
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

STATEMENT OF FIDUCIARY NET POSITION

May 31,2013

ASSETS
Cash

TOTAL ASSETS

LIABITLITIES

Due To Governmental Funds
Deposits Held

TOTAL LIABILITIES

See independent auditors' report and notes to the financial statements.
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114,617
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91,017
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK
NOTES TO FINANCIAL STATEMENTS

May 31,2013

Note 1. Summary of Significant Accounting Policies

A. Organization

The Incorporated Village of Flower Hill (the “Village™) was incorporated in 1931. The Village operates under a
Board of Trustees form of government and provides the following services as authorized by its charter: general
government, building department, justice court, contracted fire protection, parks and recreation, roads and highways,
and sanitation.

The financial statements of the Village were prepared in accordance with generally accepted accounting principles
generally accepted in the United States of America (“GAAP”). The Governmental Accounting Standards Board
(*GASB™) is responsible for establishing governmental accounting and financial reporting principals for state and
local governments through its pronouncements (Statements and Interpretations). The more significant accounting
policies established in GAAP and used by the Village are discussed below:

B. Financial Reporting Entity

The Incorporated Village of Flower Hill is governed by the Village Law and other General Laws of the State of New
York and various local laws. The Board of Trustees is the legislative body responsible for overall operations. The
Mayor serves as chief executive officer and the Treasurer serves as chief fiscal officer.

All governmental activities and function/programs performed for the Incorporated Village of Flower Hill are its
direct responsibility. No other governmental organizations have been included or excluded from the reporting
entity.

The financial reporting consists of {a) the primary government which is the Village, (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 exclusions would cause the reporting entity's financial
statements to be misleading or incomplete as set forth in GASB Statement No. 14 as amended by GASB Statement
No. 39.

C. Basis of Presentation

Due to the differences in the measurement focus and basis of accounting used in the governmental fund statements
and the governmeni-wide statements, certain financial transaction are treated differently. The basic financial
statements contain a full reconciliation of these items. The differences result primary from the economic resource
measurement focus of the Statement of Activities, compared with the current financial measurement focus of the
governmental funds.

Government-wide Financial Statements

The Government-wide financial statements (the Statement of Net Position and the Statement of Activities) report
information on all of the activities of the Village. The effect of Interfund activity, within the governmental column
has been removed from these statements.

In the government-wide Statement of Net Position, the governmental activities 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 components-net investment in capital assets; restricted
net position; and unrestricted net position. The Village first utilizes restricted resources to finance qualifying
activities.

See independent auditors® report.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK
NOTES TO FINANCIAL STATEMENTS

May 31,2013

Note 1. Summary of Significant Accounting Policies (Continued)

Basis of Presentation (Continued)

The Statement of Activities demonstrates the degree to which the direct expenses of a given program are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific program. Program
revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services,
or privileges provided by a given program and 2) operating or capital grants and coniributions that are restricted to
meeting the operational or capital requirements of a particular program. Taxes and other items not properly
included among program revenues are reported instead as general revenues.

Fund Financial Statements

The Village segregates transactions related to certain functions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. These statements present each major fund as a separate column
on the fund financial statements.

Governmental funds are those funds through which most governmental functions typically are financed. "The
measurement focus of governmental funds is on the sources, uses and balance of current financial resources. The
Village has presented the following major governmental funds:

1. General fund is the general operating fund of the Village. It is used to account for all financial
resources except those required to be accounted for in another fund.

2. Capital fund is used to account for financial resources to be used for the acquisition or
construction of major capital assets.

Fiduciary funds are accounted for using the economic resources measurement focus and the accrual basis of
accounting. The accounting objectives are determinations of net income and financial position. All assets and
liabilities are included on the Statement of Fiduciary Net Position. These activities are not included in the
government-wide financial statements because their resources are not available to be used. The Village has
presented the following Fiduciary Fund:

1. Agency Funds account for assets held by the Village in a purely custodial capacity. Since agency
funds are custodial in nature (i.e. assets equal liabilitics), they do not involve the measurement of
results of operations. Agency Funds consist of deposits held by the Village.

D. Basis of Accounting

Basis of accounting refers to when revenues and expenditures/expenses and the related assets and liabilities are
recognized in the account and reported in the 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.

Governmental activities in the government-wide financial statements and fiduciary fund financial statements are
presented on the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized
when incurred.

The governmental funds financial statements are presented on the modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues are recorded when susceptible to accrual; i.e., both measurable and
available. “Available” means collectible within the current period or within 60 days after year end. Expenditures
are generally recognized under the modified accrual basis of accounting when the related liability is incurred, except
that:

See independent auditors’ report.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK
NOTES TO FINANCIAL STATEMENTS

May 31,2013

Note 1. Summary of Significant Accounting Policies (Continued)

Basis of Accounting (Continued)

a. Expenditures for prepaid expenses and inventory-type items are recognized at the time of
purchase.

b. Principal and interest on indebtedness are not recognized as an expenditure until due.

c. Compensated absences such as vacation and sick leave which vests or accumulates, are charged as

an expenditure when paid.

E. - Budgetary Data :
Budgets are adopted annually. All budget amounts provided in this report have been modified where necessary.
The Village’s procedures in establishing the budgetary data reflected in the financial statements are as follows:

a. On or before March 20", the budget officer prepares estimates for each administrative unit.
b. No later than March 20", the budget officer submits a tentative budget to the Board of Trustees

for the fiscal year commencing the following June 1%, This tentative budget includes proposed
expenditures and the means of financing for the General Fund.

c. A public hearing is conducted by the Board of Trustees to obtain comments.
d. No later than May 1%, the Board of Trustees adopts the budget of the Incorporated Village of
Flower Hill.

All modifications of the budget must be approved by the Board of Trustees, (However, the Treasurer is
authorized to transfer certain budget amounts within departments.)

F. Cash, Cash Equivalents and Investments

The Village primarily maintains its cash and investments in individual segregated accounts grouped by fund. All
investments with an original maturity of three months or less when purchased are considered cash equivalents.
Cash on deposits with financial institutions is collateralized in accordance with state’s statutes.

G. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from these estimates.

H. Interfund Transactions

The operations of the Village include transactions between funds. These transactions may be temporary in nature,
such as with interfund borrowings. The Village typically loans resources between funds for the purpose of
providing cash flow. These interfund receivables and payables are expected to be repaid within one year.
Permanent transfers of funds include the transfer of expenditures and revenues to provide financing or other
services.

In the government-wide statements, the amounts reported on the Statement of Net Position for interfund receivables
and payables represent amounts due between different fund types (governmental activities and fiduciary funds).
Eliminations have been made for all interfund receivables and payables between the funds, with the exception of
those due from or to the fiduciary funds.

See independent auditors” report.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK
NOTES TO FINANCIAL STATEMENTS

May 31, 2013

Note 1. Summary of Significant Accounting Policies (Continued)

The governmental funds report all interfund transactions as originally recorded. Interfund receivables and payables
are netted on the accompanying governmental funds balance sheet when it is the Village’s practice to settle these
amounts at a net balance based upon the right of legal offset.

A detailed disclosure by individual fund for interfund receivables, payables, expenditures and revenues activity is
provided subsequently in these Notes.

I Receivables

Receivables include amounts due from Federal, State and other governments or entities for services provided by the
Village. Receivables are recorded and revenues recognized as earned or as specific program expenditures are
incurred,

J. Prepaid Items
Prepaid items in the fund and government-wide statements represent expenses paid that will benefit the subsequent
period.

K. Capital Assets

Capital assets are reported in the applicable governmental activities columns in the government-wide financial
statements. All capital assets purchased or acquired with an original cost of $500 or more and an estimated useful
life in excess of one year are reported at historical cost or estimated historical cost if the actual historical cost is not
available. Contributed assets are reported at a 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 is expensed as incurred. Infrastructure assets for governmental activities after December
31, 1980, consisting of certain improvements other than buildings, including roads, curbs, sidewalks, drainage
system, street lighting and sewer system are capitalized. Depreciation on all assets is provided on the straight-line
basis over the following estimated useful lives:

Structures 50 years
Vehicles and Vehicle Equipment 8-15 years
Machinery and Equipment 5-20 years
Infrastructure 20 years

The Village evaluated prominent events or changes in circumstances affecting capital assets to determine whether
impairment of a capital asset has occurred. The Village’s policy is to record an impairment loss in the period when
the Village determines that the carrying amount of the asset will not be recoverable. At May 31, 2013, the Village
has not recorded any such impairment [osses.

L. Deferred Revenue

Deferred revenues are reported when potential revenues do not meet both the measurable and available criteria for
recognition in the current period. Deferred revenues also arise when resources are received by the Village before it
has legal claim to them, as when contractual or rental fees are received in advance, In subsequent periods, when
both recognition criteria are met, or when the Village has legal claim to the resources, the liability for deferred
revenue is removed and revenues are recorded.

M. Compensated Absences

Compensated absences consist of vacation leave and sick leave to the extent that payments to the employee for these
absences are aftributable to services already rendered and are not contingent on a specific event that is outside the
control of the Village and the employee. Concurrently, the Village does not permit accumulation of unused vacation
or sick leave.

See independent auditors’ report.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK
NOTES TO FINANCIAL STATEMENTS

May 31, 2013

Note 1. Summary of Significant Accounting Policies (Continued)

N. Other Benefits
Eligible Village employees participate in the New York State Employees’ Retirement System.

In addition to providing pension benefits, the Village provides post-employment health insurance coverage for
retired employees. The Village accounts for these postemployment benefits in accordance with GASB Staterent
No. 45 (GASB 45) Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions. In the government-wide statements, postemployment costs are measured and disclosed using the accrual
basis of accounting. The cost of providing these benefits is recorded as an expenditure in governmental funds in the
year paid.

0. Short-Term Debt

The Village may issue Bond Anticipation Notes (BAN’s) in anticipation of proceeds from the subsequent sale of
bonds. These notes are recorded as current liabilities of the funds that will actually receive the proceeds from the
issuance of bonds. State law requires that BAN’s issued for capital purposes be converted to long-term financing
within five years afier the original issue date.

P. Accrued Liabilities and Long-Term Obligations

Payables, accrued liabilities and long-term obligations are reported in the government-wide financial statements. In
the governmental funds, payables and accrued liabilities are paid in a timely and in full from current financial
resources. Claims and judgments, and compensated absences that will be paid from governmental funds, are
reported as a liability in the funds financial statements only to the extent that they are due for payment in the current
year. Bonds and other long-term obligations that will be paid from governmental funds are recognized as a liability
in the fund financial statements when due. Long-term liabilities are liquidated through future budgetary
appropriations of the general fund.

Long-term obligations represent the Village’s future obligations or future economic outflows. The liabilities are
reported as due within one year or due in more than one year in the Statement of Net Position.

Q. Insurance

The Village insures against the liability for most risk including, but not limited to, property damage and personal
injury liability. Judgment and claims are recorded when it is possible that an asset has been impaired or a liability
has been incurred and the amount of loss can be reasonably estimated.

R. Equity Classifications
Government-wide Statements
In the government-wide statements there are three classes of net position:

Net investment in capital assets — consists of net capital assets {cost less accumulated depreciation) reduced
by outstanding balances of related debt obligations from the acquisition, construction or improvement of
those assets.

Restricted net position — reports net position when constraints placed on the assets are either externally
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of
other governments, or imposed by law through constitutional provisions or enabling legislation. :

Unrestricted net position — reports all other net position that do not meet the definition of “restricted” or
invested in capital assets, and are deemed to be available for general use by the Village.

See independent auditors’ report.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK
NOTES TO FINANCIAL STATEMENTS

May 31,2013

Note 1. Summary of Significant Accounting Policies (Continued)

R. Equity Classifications

Governmental Fund Financial Statements

In the Fund Statements, governmental fund equity is classified as fund balance. For the year ended May 31, 2012
the Village implemented GASB No. 54, (GASB 34}, Fund Balance Reporting and Governmental Fund Tipe
Definitions. (see subsection S “Newly Adopted Accounting Principles” for additional information). Under GASB
54, the fund balance now consists of five classifications; however the Village only utilizes the following three:

Restricted — Consists of amounts that are subject to externally enforceable legal purpose restrictions imposed by
creditors, grantors, contributors, or laws and regulations of other governments; or through constitutional provisions
or enabling legislation. Restricted fund balances, including reserves in accordance with New York State law, are
created fo satisfy legal restrictions, plan for future expenditures or relate to resources not available for general use or
appropriation. These reserve funds are established through Board action or voter approval and a separate identity
must be maintained for each reserve. Earnings on the invested resources become part of the respective reserve funds;
however, separate bank accounts are not necessary for each reserve fund.

Restricted reserves currently in use by the Village include the following:

Capital Reserve — these reserves were established pursvant to General Municipal Law Section 6-d to
account for the accumulation of resources for future capital outlay. Each reserve account is restricted to the
specific purpose for which it was created.

Assigned — Consists of amounts that are subject to a purpose constraint that represents an intended use established
by the Village’s Board of Trustees. The purpose of the assignment must be narrower than the purpose of the general
fund, and in funds other than the general fund, assigned fund balance represents the residual amount of fund balance.
Assigned fund balance includes an amount appropriate to partially fund the subsequent year’s budget. Assigned fund
balance also includes encumbrances not classified as restricted at the end of the year.

Unassigned — Represents the residual classification for the Village’s general fund and could report a surplus or
deficit. In funds other than the general fund, unassigned classification should be used only to report a deficit fund
balance resulting from overspending for specific purposes for which amounts had been restricted, or assigned.

The Board of Trustees shall delegate the authority to assign fund balance, for encumbrance purposes, to the
person(s) to whom it has delegated the authority to sign purchase orders.

In circumstances where an expenditure is incurred for a purpose for which amounts are available in multiple fund
balance classifications (that is restricted, assigned or unassigned) the expenditure is to be spent first from the
restricted fund balance to the extent appropriated by either budget vote or board approved budget revision and then
from the assigned fund balance to the extent that there is an assignment and than from the unassigned fund balance.

The Village segregates transactions related to certain functions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. These statements present each major fund as a separate column
on the fund financial statements.

See independent auditors’ report.
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NOTES TO FINANCIAL STATEMENTS

May 31, 2013

Note 1. Summary of Significant Accounting Policies (Continued)

S. Newly Adopted Accounting Principles

Effective as of May 31, 2012, the Village implemented GASB Statement No. 54 (GASB 54), Fund Balance
Reporting and Governmental Fund Type Definitions, GASB 54 requires local governments to focus on the
constraints imposed upon resources when reporting fund balance in governmental funds. The new fund balance
components indicate the level of constraints placed upon how resources can be spent and identify the sources of
these constraints. In addition, GASB 54 abandons the reserved and unreserved classifications of fund balance and
replaces them with five new classifications: nonspendable, restricted, committed, assigned and unassigned.

Effective June 1, 2012, the Village implemented GASB Statement No. 57 (GASB No. 57), OPEB Measurements by
Agent Employers and Agemt Multiple-Employer Plans. GASB No. 57 provides guidance on two implementation
issues related to Other Postemployment Benefits (OPEBs). This Statement amends Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, to permit an agent
employer that has an individual-employer OPEB plan with fewer than 100 total plan members to use the alternative
measurement method, at its option, regardless of the number of total plan members in the agent multiple-employer
OPEB plan in which it participates. The Statement alsc amends Statement No. 43, Financial Reporting for
Postemployment Benefit Plans. The implementation of these provisions did not have a material impact on the
financial statements.

Effective June 1, 2012, the Village also implemented GASB Statement No. 62 (GASB No. 62), Codification of
Accounting and Financial Reporting Guidance Contained in the Pre-November 30, 1989 FASB and AICPA
Pronouncements, GASB No. 62 incorporates into GASB’s authoritative literature certain accounting and financial
reporting guidance issued on or before November 30, 1989 included in: FASB Statements and Interpretations,
Accounting Principles Board Opinions, and Accounting Research Bulletins of the AICPA Committee on
Accounting Procedure that do not conflict with or contradict GASB pronouncements, The statement also supersedes
Statement No. 20, Accounting and Financial Reporting for Proprietary Fund and Other Governmental Entities That
Use Proprietary Fund Accounting, which eliminates the election for business-type activities to apply post November
30, 1989 FASB Statements and Interpretations that do not conflict with GASB pronouncements. The
implementation of these provisions did not have a material impact on the financial statements.

Effective June 1, 2012, the Village also implemented GASB Statement No. 63 (GASB No. 63), Financial Reporting
of Deferred Ouiflows of Resources, Deferred Inflows of Resources, and Net Position. GASB Statement No. 63
provides financial reporting guidance for deferred outflows of resources and deferred inflows of resources,
introduced and defined in GASB Concepts Statement No. 4. This Statement amends the net asset reporting
requirements in Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for
State and Local Governments, and other pronouncements by incorporating deferred out flows of resources and
deferred inflows of resources into the definitions of the required components of the residual measure and by
renaming that measure as net position, rather than net assets.

See independent auditors’ report.
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COUNTY OF NASSAU - STATE OF NEW YORK
NOTES TO FINANCIAL STATEMENTS

May 31, 2013

Note 2. Budget Basis of Accounting

The Village Administrator prepares a proposed budget for approval by the Board of Trustees for the General Fund,
the only fund with a legally adopted budget. Appropriations are adopted at the program line item level.

Appropriations established by the adoption of the budget constitute a limitation on expenditures (and encumbrances)
that may be incurred. Appropriations lapse at the end of the fiscal year unless expended or encumbered.
Encumbrances will lapse if not expended in the subsequent year. Appropriations authorized in the current year are
increased by the planned use of specific reserves, and budget amendments approved by the Board as a result of
selected new revenue sources not included in the original budget (when permitted by law). These supplemental
appropriations may occur subject to legal restrictions, if the Board approves them because of a need that exists,
which was not determined at the time the budget was adopted. During the year, the Board approved additional
appropriations of $-0-.

Budgets are adopted annually on a basis consistent with GAAP. Appropriations authorized for the year are
increased by the amount of encumbrances carried forward from the prior year. Budgets are established and used for
individual Capital Project Fund expenditures as approved by the Board. The maximum project amount authorized is
based primarily upon the cost of the project, plus any requirements for external borrowings, not annual
appropriations. These budgets do not lapse and are carried over to subsequent fiscal years until the completion of
the projects.

Note 3. Real Property Taxes

Village real property taxes are levied annually no later than May 15%, and become a lien on the first day of the levy
year. Taxes are collected during the period June 1* to July 1* without penalty or interest. Thereafter penalty and
interest are imposed pursuant to the Real Property Tax Law.

After the retum of tax warrant and certification to the Board of Trustees of the uncollected tax items, an annual sale
of the tax liens is held pursuant to the provisions of the Real Property Tax Law.

Note 4. Cash And Investments

The Village investment policies are governed by state statutes. In addition, the Village has its own written
investment policy. Village monies must be deposited in FDIC-insured commercial banks or trust companies located
within the state. The 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 deposits and certificates of deposit at 100 percent 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 school districts.

The written investment policy requires repurchase agreements to be purchased from banks located within the State
and that underlying securities must be obligations of the federal government. Underlying securities must have a
market value of at least 100 percent of the cost of the repurchasing agreement.

Deposits and investments at year-end were entirely covered by federal deposit insurance and/or by collateral held by
a custodial bank in the Village's name.

See independent auditors’ report.
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May 31, 2013

Note 4. Cash And Investments (Continued)

Cash and investments at May 31, 2013 consisted of:

Checking - Non-Interest Bearing $ 464,617
Checking - Interest Bearing 260,528
Money Market - Interest Bearing 539.990
Total Balances 1,265,135
Amount FDIC Insured $ 560,000
Collateral Held by Village's Custodial Banks 765,135
1,265,135

Custodial credit risk for deposits exist when, in the event of the failure of a depository financial institution, a
government will not be able to recover the value of its investments or collateral securities that are in possession of
an outside party.

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:

e TUncollateralized,
Collateralized with securities held by the pledging financial institution, or

Collateralized with securities held by the pledging financial institution’s trust department or agent but not
in the Village’s name,

Collateral is required for that portion of deposits not covered by Federal Deposit Insurance Corporation or security
in the form of a letter of credit (LOC) from the Federal Home Loan Bank (FIILBY) is required. 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 school districts.

At May 31, 2013 the cash in banks were entirely collateralized by the FDIC insurance, FHLB/LOC or securities
held by the bank, in trust or third party, in the name of the Village.

Note S. Interfund Receivables and Payables

The composition of the General Fund interfund balances at May 31, 2013, is as follows:

Receivable Fund Payable Fund Amount

General Fund Trust Fund $91.017
Total — Fund Financial Statements 91,017
Less: Fund eliminations (91.017
Total Interfund Balances — Government Wide Statement of Net Position 5 -

See independent auditors’ report.
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May 31, 2013

Note 6. Change in Capital Assets

Capital assets transactions for the year ended May 31, 2013 was as follows:

Beginning Additions/ Retirements/
Balance Transfers Transfers
Nondepreciable Capital Assets
Land $ 5111 3 - $ -
Total Non Depreciable Capital
Assets 5,111 - -
Depreciable Capital Assets
Land Improvements 39,897 - -
Infrastructure 5,306,586 303,632 -
Structures 2,694,474 - -
Vehicles and Vehicle Equipment 498,469 192,612 (85,950)
Machinery and Equipment 391.597 5,878 (1.114)
Total Depreciable Capital Assets _8.931,023 502,122 (87.064)
Less: Accumulated Depreciation for:
Land Improvements 8,232 1,995 -
Infrastructure 1,120,556 272,918 -
Structures 396,817 68,280 -
Vehicles and Vehicle Equipment 269,040 50,655 (85,950)
Machinery and Equipment 190.201 21,997 (1,003)
Total Accumulated Depreciation 1,984 846 $415,845 $ (86,953)
Depreciable Capital Assets, Net of
Accumulated Depreciation 6,946,177
Total Net Capital Assets $6,951,288

General Government
Building Department
Justice Court

Parks and Recreation
Roads and Highways

Total governmental activities depreciation expense

See independent auditors’ report.
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NOTES TO FINANCIAL STATEMENTS

May 31, 2013

Note 7. Long-Term Debt

The following is a summary of changes in long-term liabilitics for the year ended May 31, 2013:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Postemployment Benefits § 6.187 $£51.358 § 52,728 3 4.817 -
Total $ 6,187 $51.358 $ 52,728 $ 4.817 5 -

Other long-term liabilities
In addition to the above long term debt, the local government has the following non-current liabilities:

Postemployment Benefits — In addition to providing benefits, the Village provides postemployment health insurance
coverage for retired employees. Additional information can be found subsequently in these notes.

Note 8. Pension Plan

State Wide Local Governinent Retirement System

Plan Description

The Viilage participates in the New York State and Local Employees' Retirement System (ERS) and the Public
Employees' Group Life Tnsurance Plan collectively known as NYSLRS. These are cost-sharing multiple-employer
retirement systems, The NYSLRS provides 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 NYSLRS. The Comptroller shall
adopt and may amend rules and regulations for the administration and transaction of the business of the NYSLRS
and for the custody and control of its funds. The NYSLRS issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be found at
www.osc.state.ny.us/retire/publications/index.phip or obtained by writing to the New York State and Local
Retirement System, 110 State Street, Albany, NY 12244,

Funding Policy

The NYSLRS is noncontributory except for employees who joined the New York State and Local Employees'
Retirement System after July 27, 1976 who contribute 3 percent of their salary for their first ten years of
membership, and employees who joined on or after January 1, 2010 (ERS) or January 9, 2010 (PFRS) who generally
contribute 3 percent of their salary for their entire length of service. Under the authority of the NYSRSSL, the
Comptrolier annually certifies the actuarially rates expressly used in computing the employers® conteibutions based
on salaries paid during the NYSLRS fiscal year ending March 31. Contributions for the current year and two
preceding years were equal to 100 percent of the contributions required, and were as follows:

2013 $135,393
2012 § 93,001
2011 $ 64,840

See independent auditors’ report.
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Note 8. Pension Plan (Continued)

Fire Fighter Service Award Program

The Village’s financial statements are for the year ended May 31, 2013. The information contained in this note is
based on information for the Length of Service Awards Program for the year ending on December 31, 2012, which
is the most recent plan year for which complete information is available.

As of December 31, 2012, ten (10) municipalities comprise the Joint Sponsoring Board for the Roslyn Volunteer
Firefighter Service Award Program. They are the Towns of North Hempstead and Oyster Bay and the Villages of
Brookyville, East Hills, Flower Hill, North Hills, Old Westbury, Roslyn, Roslyn Estates and Roslyn Harbor.

The information contained in this note is based on information for the Roslyn Volunteer Firefighter Service Award
Program for the Program year ending December 31, 2012 which is the most recent information available.

Length of Service Awards Program — LOSAP

The defined benefit Service Award Program (referred to as a “LOSAP” — Length of Service Award Program — under
Section 457(e}(11) of the Internal Revenue Code) was established effective January 1, 1996 for the active volunteer
firefighter members of the Roslyn Highlands Hook & Ladder, Engine & Hose Company, Inc, and the Rescue Hook
& Ladder Company No. 1. The Program was established pursuant to Article 11-A of the New York State General
Municipal Law. The Program provides municipally-funded deferred compensation to volunteer firefighters to
facilitate the recruitment and retention of active volunteer firefighters. The ten (10) municipalities listed above
Jointly sponsor and fund the Program and the Joint Sponsoring Board is the Program administrator.

Program Description

Participation, Vesting and Service Credit

In a defined benefit LOSAP, participating volunteers begin to be paid a Service Award upon attainment of the
Program’s Entiflement Age. An eligible Program participant is defined by the Program sponsor to be an active
volunteer firefighter who is at least 18 years of age, has completed probation, and has earned one (1) year of Service
Award Program service credit. The amount of the Service Award paid to a participant is based upon the number of
years of Service Credit the volunteer earned under the Program for performing active volunteer firefighter activities.

Participants acquire a non-forfeitable right to be paid a Service Award after earning credit for five (5) years of
setvice or upon attaining the Program’s Entitlement Age while an active volunteer. The Program’s Entitlement Age
is age 62. An active volunteer firefighter earns a year of Service Award Program Service Credit for each calendar
year after the establishment of the Program in which he or she accumulates fifty points. Points are granted for the
performance of certain firefighter activities in accordance with a system established by the Sponsor on the basis of a
statutory list of activities and point values. A participant may also receive Service Award Program service credit for
five (5) years of active volunteer firefighting service rendered prior to the establishment of the Program as an active
volunteer firefighter member of the Roslyn Highlands Hook & Ladder, Engine & Hose Company, Inc. or the Rescue
Hook & Ladder Company No, 1.

See independent auditors® report.
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Note 8. Pension Plan (Continued)

Benefits

A participant’s Service Award benefit is paid as a ten-year certain and continuous monthly payment life annuity.
Currently, there are no other forms of payment of a volunteer’s earned Service Award under the Program. The
amount payable each month equals $20 multiplied by the total number of years of Service Award Program service
credit earned by the participant under the point system. The maximum number of years of service credit a
participant may earn under the Program is 30 years. Except in the case of Pre-Entitlement Age death or total and
permanent disablement, a participant’s Service Award will not be paid until he or she attains the Entitlement Age.
Volunteers who continue to be active after attaining the Entitlement Age and who may have been commenced
receiving a Service Award have the opportunity to earn Program credit and to thereby increase their Service Award
payments. The pre-Entitlement Age death and disability benefit is equal to the actuarial value of the participant’s
earned Service Award at the time of death or disablement. If a pre-Entitlement Age participant is an active member
at the time of death, the minimum death benefit payable is $10,000. All other death and disability benefits are self-
insured and paid from the Program Trust Fund. The Program does not provide extra line-of-duty death or disability
benefits.

For a complete explanation of the program, see the Program Document a copy of which is available from the Joint
Sponsoring Board.

Fiduciary Investment and Control

After the end of each calendar year, each fire company prepares and certifies a list of names of all persons who were
active volunteer members of the fire company during the year indicating which volunteers earned fifty points. The
certified list is delivered to the Joint Sponsoring Board for the Board’s review and approval. The fire companies
must maintain the point system records to verify each volunteer’s points on forms provided and/or approved by the
Joint Sponsoring Board.

The Joint Sponsoring Board has retained Penflex, Inc. to assist in the administration of the Program. The services
provided by Penflex, Inc. are described in the attached agreement between Penflex, Inc. and the Joint Sponsoring
Board.

Based on the certified calendar year volunteer firefighter listings, Penflex determines and certifies in writing to the
Joint Sponsoring Board the amount of the Service Award to be paid to a participant or to a participant’s designated
beneficiary. As authorized by the Joint Sponsoring Board, Penflex then directs the paying agent to pay the Service
Award. No Service Award benefit payment is made without the written certification from Penflex and written
confirmation to the Joint Sponsoring Board.

Penflex bills the Joint Sponsoring Board for the services it provides. The Board authorizes payment of Penflex
invoices from the LOSAP Trust Fund.

Program assets are required to be held in trust by Article 11-A, for the exclusive purpose of providing benefits to
participants and their beneficiaries or for the purpose of defraying the reasonable expenses of the operation and
administration of the Program (including Penflex fees). The Joint Sponsoring Board created a Service Award
Program Trust Fund through the adoption of a Service Award Program Trust Document and the Inter-municipal
Agreement, a copy of which is available from the Joint Sponsoring Board. The Joint Sponsoring Board is the
Program Trustee.

Authority to invest the program assets is vested in the Program Trustee. Program assets are invested in accordance
with a statutory prudent person rule and in accordance with a written investment policy statement adopted by the
Joint Sponsoring Board.

See independent auditors’ report.
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Note 8. Pension Plan (Continued)

The Joint Sponsoring Board has retained RBC Wealth Management to provide investment management and

custodial services and Comerica Bank as paying agent (i.c. to pay benefits to participants).

The Joint Sponsoring Board is required to retain an actuary to determine the amount of each Municipality’s
contribution to the plan. The actuarial firm retained by the Joint Sponsoring Board for this purpose is Penflex, Inc.
Portions of the following information are derived from a report prepared by the actuary dated October 1, 2013.

Program Financial Condition

Assets and Liabilities

Actuarial Present Value of Accrued Service Awards at 12/31/12

Less: Assets Available for Benefits

Cash & Short Term Investments § 98,900
International Equities 126,956
Fixed Income 1,839,477
Mixed Assets ‘ 736,242
Sponsor Contributions Receivable 140,643
Interest Receivable 871
Penflex, Inc. Fees Payable (9,513)
Benefits Payable 10.240

Total Net Assets Available for Benefits
Total Unfunded Benefits
Less: Unfunded Liability for Separately Amortized Costs

Unfunded Normal Benefits

$3.056.755

—2.943.816
112,939

106,315

g 6624

The unfunded retroactive liability for additional Service Awards earned after attainment of the Entitlement Age has
been amortized and paid. The unfunded liability for additional Service Awards earned after attainment of the

Entitlement Age is being amortized over 5 years at 6.00% from the year they are accrued.

Receipts and Disbursements

Plan Net Assets, beginning of year

Changes during the year:
Sponsor contributions 34,551
Change in sponsor contributions receivable 138,157
Interest & Dividends 144,904
Change in investment income receivable (496)
Changes in fair market value of investments 158,244
Investment Expense [RBC] (20,065)
Administrative Fees [Albrecht, Viggiano, Zureck, & Co.] (7,500}
Administrative Fees [Comerica) (1,133)
Benefits (137,325)
Change in liabilities payable 1,167

Plan Net Assets, end of year
See independent auditors’ report.
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Note 8. Pension Plan (Continued)

Contributions

Total contributions recommended by actuary: $ 172708
Actual contributions made by the Sponsors: $ 172,708

Total Contribution Due by This Municipality in 2012
Village of Flower Hill $11,098.33 1/18/2013

Administration Fees

Fees paid for investment management $§ 20,065
Other administration fees [Comerica] : 3 1,133

Funding Methodology and Actuarial Assumptions

The actuarial valuation methodology used by the actuary to determine the sponsor’s contribution is the Attained Age
Normal Frozen Initial Liability method. The assumptions used by the actuary to determine the sponsor’s
contribution and the actuarial present value of benefits are:

Assumed rate of return on Program investments 6.00%
Tables used for:
Post Entitlement Age mortality: 1994 Unisex Pensioner Male Mortality Table
projected with scale AA to 2007
*Pre Entitlement Age mortality: None
*Pre-Entitlement Age disability: None
*Pre Entitlement Age withdrawal: None
*Pre Entitlement Age service credit accruals: 100%

* For Program cost calculation purposes, all pre-Entitlement Age active volunteer firefighter participants are
assumed to: survive to the Entitlement Age; remain active and earn 50 points each year; and begin to be paid
Service Awards upon attainment of the Entitlement Age.

None of the assets or liabilities in this footnote are included in the financial statements of the Village. The plan
administrator has not yet determined the Village of Flower Hills® pro-rata share of these amounts.

Note 9. Other Postemployment Benefits — (OPEB)

Plan Description

The Village sponsors a single employer health care plan that provides postemployment medical benefits for eligible
retirees and their spouses through the New York State Health Insurance Plan (NYSHIP) (the “Plan”). Substantially
all of the Village’s employees may become eligible for these benefits if they reach normal retirement age while
working for the Village. The Village does not issue a publicly available financial report for the plan; however, the
financial activities of NYSHIP are included with the financial staternents of the State of New York.

See independent auditors’ report.
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Note 9. Other Postemployment Benefits -- (OPEB) (Continued)

Funding Policy

The Plan provides a specified percentage of the retiree health premium (and, if applicable, the retiree’s spouse’s
premium) charged by the insurance carrier is paid by the Village. Beginning June 1, 2010 retired participants are
provided with health coverage under the Empire Plan. Within the Empire Plan, family and individual options are
available.

For full-time employees hired prior to December 1990, the Village will pay 100% of the individual employee’s
health premium. For eniployees hired after 1990, there are no postemployment benefits provided.

At this time there is no New York State statute providing local governments with the authority for establishing a
postemployment benefits trust. Since the Village cannot fund the OPEB liability at this time, the required
contribution is based on a projected pay-as-you-go financing requirements. The contribution requirements of Plan
members and the Village are established by the Board of Trustees. For the year ended May 31, 2013, the Village
recognized a general fund expenditure of $32,728 for currently enrolled retirees.

Annual OPEB Cost and Net OPEB Obligation

The Village’s annual other postemployment benefit (OPEB) cost (expense) is calculated on the annual required
contribution of the Village (ARC). The Village has elected to calculate the ARC and related information using the
projected unit credit actuarial cost method permitted by GASB Statement No. 45 for employers in plans with fewer
than one hundred total plan members. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and to amortize any unfunded actuarial liabilities (or funding excess) over a
period of thirty 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 Village’s net OPEB obligation to the retiree:

2013

Annual required contribution (ARC) $ 51,049
Interest on net OPEB obligation 309

Annual OPEB cost (expense) 51,358
Contributions made (52,728)

Change in net OPEB obligation (1,370)
Net OPEB obligation - beginning of year 6.187
Net OPEB obligation - end of year 3 43817

The Village’s annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the net OPEB
obligation for fiscal years 2013, 2012 and 2011 were as follows:

Percentage
Fiscal Annual Annual of Annual Net
Year Required OPEB OPEB OPEB Cost OFEB
Ended Contribution Cost Contribution Contributed Obligation
2013 $51,049 $51,358 $52,728 103% $ 4,817
2012 $58,898 $59,910 $65,550 109% § 6,187
2011 $58.398 $59,971 $54,509 91% $12,227

See independent auditors® report.
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Note 9. Other Postemplovyment Benefits — (OPEB) (Continued)

Funded Status and Funding Progress

As of May 31, 2013, the last valuation date, the actuarial accrued liability for benefits was $809,820, all of which
was unfunded. The covered payroll (annual payroll of active employees covered by the Plan) was $667,893, and the
ratio of the unfunded actuarial accrued liability to the covered payroll was 1.21%,

The projection of future benefit payments for an ongoing plan involves estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Exampies include assumptions
about future employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded status
of the plan and the annual required contributions of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future.

Methods and Assumptions

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

For the May 31, 2013 actuarial valuation, the entry age actuarial cost method was used. The actuarial assumptions
included a 5.0% discount rate for the unfunded portion, and an annual healthcare cost rate of 5.0%.

Based on the historical and expected returns of the Village’s short-ferm investment portfolio, a discount rate of 5
percent was used. In addition, the Village elected-to use the projected unit credit actuarial cost method as allowed
by GASB Statement No. 45. The unfunded actuarial accrued liability is being amortized as a level percentage of
projected payrolls on an open basis. The remaining amortization period at May 31, 2013, is twenty-six years.

Note 10. Commitments and Contingencies

State Grants

The Village is a recipient of various State grants, These grants are administered by various agencies. These grants
are subject to various compliance and financial audits by the respective agencies administering the grants, which
could result in certain disallowances. The Board believes that they have substantially complied with the rules and
regulations as specified under the various grant agreements as well as the rules and regulations of the respective
agency for each grant.

Tax Certiorari

There are presently pending against the Incorporated Village of Flower Hill a number of real property tax review
proceedings requesting reductions in assessed valuations of various properties for both past and current years. The
financial exposures in these cases are indeterminable at this time.

Other
The Village is subject to litigation in the ordinary conduct of its affairs. Management does not believe however, that
such litigation, individually or in the aggregate, is likely to have a material effect on the financial statements.

Note 11. Subsequent Events

The Village has evaluated events and transactions that occurred through September 4, 2013, which is the date the
financial statements were available to be issued, for possible disclosure and recognition in the financial statements.

See independent auditors’ report.
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Note 12, Recent Accounting Pronouncements

The GASB has issued the following Statements which will be effective in future years:

In June 2011, the Governmental Accounting Standards Board issued Statement No. 64 (GASB No, 64), Derivative
Instruments:  Application of Hedge Accounting Termination Provisions. The requirements of this Statement
enhance comparability and improve financial reporting by clarifying the circumstances in which hedge accounting
should continue when a swap counterparty, or a swap counterparty’s credit support provider, is replaced. This
Statement is effective for the Village beginning in fiscal 2013. The Village does not believe this Statement will have
a material impact on its financial statements,

In March of 2012, GASB issued Statement No. 65, ltems Previously Reported as Assets and Liabilities. The
Statement establishes accounting and financial 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 previously reported as assets and liabilities.
The requirements of Statement No. 65 are effective for financial staternents for periods beginning after December
15, 2012. The Village has not completed the process of evaluating the impact of Statement No. 65 on its financial
statements.

In March of 2012, GASB issued Statement No. 66, Technical Corrections—2012—an amendment of GASB
Statements No. 10 and No. 62. The objective of this Statement is to resolve conflicting guidance that resulted from
the issuance of two pronouncements, Statements No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, and No. 62, Codification of Accouniing and Financial Reporting Guidance Contained in Pre-November
30, 1989 FASB and AICPA Prornouncements. The provisions of this Statement are effective for financial statements
for periods beginning after December 15, 2012, The Village does not believe this statement will have a material
impact on its financial statements.

In June 2012, GASB issued Statement No. 67, Financial Reporting for Pension Plans — an amendment of GASB
Statement No. 25 and Statement No. 68, Financial Reporting for Pension Plans — an amendment of GASB Statement
No. 27. GASB No. 67 and No. 68 changes how governments calculate and report the costs and obligations
associated with pensions and improve the decision-usefulness of reported pension information and increase the
transparency, consistency, and comparability of pension information. Statement No. 67 will take effect for periods
beginning after June 15, 2013. Statement No. 68 will take effect for periods beginning afier June 15, 2014. The
Village does not believe these statements will have a material impact on its financial statements.

In January 2013, GASB issued Statement No. 69, Government Combinations and Disposals of Government
Operations. This Statement establishes accounting and financial reporting standards related to government
combinations and disposals of government operations occurring in financial reporting periods beginning after
December 15, 2013, and should be applied on a prospective basis. The Village does not believe this statement will
have a material impact on its financial statements.

See independent auditors’ report.
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU —STATE OF NEW YORK

SCHEDULE OF FUNDING PROGRESS OTHER POSTEMPLOYMENT BENEFITS (Unaudited)

Year Ended May 31, 2013
Actuarial
Accrued UAAL as a
Actuarial Liability Unfunded : Percentage
Actuarial Value of (AAL)-- AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (2) (b) (b—a) (a/b) (€ {(b-a)/c)

5/3113 $183,154 $809,820 $626,666 23% $667,893 94%
3/31/10 $§ - $807,167 $807.167 0.0% $112.737 716%

Next valuation date will be at 5/31/16.

See independent auditors’ report and notes to the financial statements,
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INCORPORATED VILLAGE OF FLOWER HILL
COUNTY OF NASSAU - STATE OF NEW YORK

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For The Year Ended May 31, 2013

Current Variance
Original Modified Year Favorable
Budget Budget Actual Encumbrances (Unfavorable)
Revenues:
Real Property Taxes $1,993955 $1,993,955 $ 1,994,456 $ 501
Interest and Penalties on Real Property Taxes 23,000 23,000 16,544 {6,456)
Non Property Tax Items 180,000 180,000 203,989 23,989
Departmental Income 56,000 56,000 63,341 7.341
Use of Money and Property 7,900 7,900 5,496 (2,404)
Licenses and Permits 346,500 346,500 415,493 68,993
Fines and Forfeitures’ 75,000 75,000 52,244 (22,736)
Sale of Property and Compensation for Loss 20,000 20,000 8,000 (12,000}
Miscellaneous Local Sources 21,000 21,000 69,304 48.304
State Aid 222,300 222,300 247976 25,676
Federal Aid - - 227,124 227,124
Total Revenues 2,945,655 2,945,655 $ 3,303,967 $ 358,312
Other Financing Sources:
Appropriated Reserves - 93,812
Appropriated Fund Balance 400,000 400,000
Total Revenues and Other Sources $ 3,345,655  $ 3,439,467
Expenditures:
Current;
General Government § 787620 § 881,85 § 850350 % - 8 31,515
Public Safety 765,795 794,997 789,070 - 5,927
Transportation 841,740 604,373 589,480 - 14,893
Culture and Recreation 30,000 20,706 18,003 - 2,703
Home and Community Services 525,500 558,310 548,414 - 9,896
Employee Benefits 395,000 485,404 484,552 - 852
Total Expenditures 3,345,655 3,345,655 3,279,869 - 65,786
Other Financing Uses:
Transfers Out - 93,812 93,812 - -
Total Expenditures and Other Uses $ 3,345,655 § 3,439467 $ 3,373,681 § - 3 65,786

See independent auditor's report and notes to financial statements.
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