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TowN OF BETHLEHEM, NEW YORK
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2015

The following discussion and analysis of the Town of Bethlehem’s financial performance provides an
overview of the Town’s financial activities for the year ended December 31, 2015. This document should
be read in conjunction with the Town’s financial statements.

Financial Highlights

There were few individual transactions or events which materially impacted the financial results for 2015.
In the General Fund, the Town benefitted from a one-time event in mortgage tax revenues which netted
approximately $451,000 relating to two local property sales in 2015. In the Water Fund, very dry summer
months and late heavy industrial usage provided a late season pickup to previously weak metered water sales.

General Highway Water Sewer
Final Budgeted Revenues and Transfers $18,390,729 § 6,736,299 $ 9,491,129 § 4,702,144
Final Budgeted Expenses and Transfers 18,943,603 7,244,632 9,927,555 5,881,513
Budgeted Surplus (Shortfall) $ (552.874) § (508.333) § (436.426) $(1.179.369)
Actual Revenues and Transfers $18,662,208 $ 6,841,631 $ 9,857,387 §$ 4,810,245
Actual Expenses 17,757,279 6,279,660 9,279,828 4,753,787
Operating Surplus 904,929 561,971 557,559 56,458
Capital Fund Transfer (306,890) (361,303) - (235,141)
Net Surplus (Deficit) 598,039 200,668 557,559 (178,683)

Total Fund Balance, December 31, 2014 5,925,340 2,892,388 3,693,094 3,157,955

Total Fund Balance, December 31,2015 $ 6.523.379 $ 3.093.056 $ 4.270.653 $ 2.979.272

Nonspendable Fund Balance $ 571,480 $ 651,373 $ 86,327 $ 53,313
Assigned Appropriated Fund Balance 282,999 68,970 331,050 185,618
Assigned Appropriated for Retirement 672,197 307,780 126,088 -
Assigned Appropriated for Capital 953,110 113,697 910,000 660,842
Assigned Appropriated for Contingency 1,951,236 2,817,188 2,079,499
Unassigned for Contingency 4,043,593 - -
Total Fund Balance $ 6,523379 $ 3.093.056 $ 4,270,653 $ 2.979.272

Major program changes, enhancements and other areas of note implemented in 2015 include:

*  The Town completed the transfer of responsibility for billing and collection of school property taxes
to the individual school districts. In the current year, Guilderland Central School District (GCSD),
began billing and collection for their district, consistent with other local school districts (RCS and
BCSD) This provided dual benefits:

Provided an opportunity to reduce the combined number of staff within the Town Clerk and
Tax Receiver’s offices from five full-time employees plus a part-time assistant to four full-
time employees.

*  Provided an opportunity for the school districts to consolidate their tax receiving through
BOCES, which allowed them to simplify their operations and obtain reimbursement for
some portion of the cost, which cannot occur when collections are made through the offices
of the multiple towns they occupy.



TOWN OF BETHLEHEM, NEW YORK
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
DECEMBER 31, 2015

Financial Highlights (Continued)

* Received the final payment of the Local Government Performance and Efficiency Program (LGPEP)
Award of $258,000, for a total of $776,000. The Town has utilized $416,000 of these funds for
EMS Consolidation Transition Funding, Internal Efficiency/Productivity Programs, Town Hall
Security, Town Sidewalks, Traffic Calming Initiatives, Park Services Master Plan and Street Tree
and Open Space Programs. The remainder has been allocated to continue and expand upon these
and similar programs.

* Continued negotiations throughout the year with the Town’s three public safety unions. While they
were not successfully completed in 2015, two of three were finalized in February 2016;

e The Town received funds from the Federal Emergency Management Agency (FEMA) and State
Emergency Management Office (SEMO) relating to damage from Hurricane Irene in the amount of
$466,000. The related expenditures were primarily booked in 2012 and 2013. Matching revenues
in those years were not booked because, consistent with governmental accounting rules, the Town
recorded revenues when they were both “available and measurable.” While the revenue was
generally “measurable,” the Town did not receive the funds within 60 days of the 2013 year end, and
therefore, could not consider it to be “available” in a prior year.

e In 2014, the Town modified its revenue recognition policy to allow for booking of grant
revenues when all eligibility requirements for the funding had been satisfied; provided there is
a reasonable expectation of receipt of that grant funding. As of year-end for 2015, the
cumulative remaining nonguaranteed reimbursements totaled just over $320,000. Because
reimbursements have been inconsistent, these funds have not been booked into revenue and
remain on the balance sheet as a receivable and deferred income.

General Items of Note for All Funds

Fringe Benefits

The Town employed an average of 213 full-time employees in 2015, as well as a total of 285 part-time and
seasonal employees throughout the year.

The following schedule provides comparative detail on aggregated fringe benefit costs for current employees:

Fringe Benefits 2015 Actual 2014 Actual
Social Security Taxes $ 1,102,439 $ 1,103,616
Health and Dental Insurance 2,391,812 2,310,812
Retirement Systems 2,786,126 2,978,975
Workers” Compensation Insurance 857,748 744,824
Life and Short-Term Disability Insurance 29,022 49,355

Total $ 7.167.147 $ 7,187,582

Overall, fringe benefits for current employees decreased from prior year by $20,000, or 0.3%. The largest
contributor to this change was a decrease in the retirement contribution payments to the state by $193,000,
or 6%. This was primarily due to contribution rate decreases in the ERS and PFRS systems of roughly 1.5%
and 2.5%, respectively. Additionally, adjustments to our payments relating to prior periods further reduced
the current cost by $43,000. The offset to this positive news was in changes to the Town’s workers’
compensation expenditure which represented the largest increase in fringe costs; $113,000, or 15.2% from
the prior year. This change stemmed primarily from the Town’s claims experience rate. The other large
change came from health insurance which increased $71,000, or 3.1% from the prior year. This was lower
than the expected 7.4% increase, due to shifts in employee health coverages.
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General Items of Note for All Funds (Continued)

Post-Retirement Benefits

Retired employees that have met certain eligibility requirements are entitled to receive certain health care
benefits for themselves and their spouses. Those benefits are provided through payments to an insurance
company. The Town recognizes the cost of providing these benefits for 146 retirees (including spouses), by
expensing the annual insurance premiums. The postretirement expense was $758,000 for 2015 and $640,000
for 2014 resulting in an 18.4% comparative increase.

GASB 45 “Accounting and Financial Reporting by Employers for Postemployment Benefits Other than
Pensions” requires the employer to recognize the future value of retiree benefits as a liability in the period
in which the benefits are earned, which would significantly increase the reported obligations for the Town.

Interest Income

A summary of the budgeted interest income compared to actual for 2015 is presented in the table below (note
that the Town only budgets for interest income in the operating funds and not in the reserve funds):

Positive (Negative)

Fund Budget Actual Variance
General $ 8,000 $ 7,214 $ (786)
Highway 10,000 3,900 (6,100)
Water 10,000 3,558 (6,442)
Sewer 4,000 3,166 (834)
Capital - 550 550
Total $ 32,000 $ 18,388 $ (13.612)

The interest earnings for 2015 were equal to $18,388, an 8.7% increase from the 2014 earnings of $16,915.
This is consistent with an increase in the average rate earned on investments in 2015 which was 0.08%
compared to an average rate of 0.05% for 2014.

In addition to the interest earnings received in cash, the Town receives a number of services from our
financial banking institutions at no additional cost, utilizing accumulated non-cash credits (also known as
“compensating balances”). The Town received, from Key Bank, an average compensating balance rate of
0.75%, in addition to the interest paid in cash. The Town utilized these credits to pay for services such as:
“lockbox”, which receives, deposits, processes and provides an electronic upload to our billing system for
water and sewer usage and tax payments; free return envelopes for lockbox payments; “positive pay”, which
matches checks written by the Town against an electronic file provided to the bank to prevent fraudulent
checks being drawn against the Town’s checking accounts; reconciliation services, which provides for a
verification process on current checks outstanding; debit blocks, which prevent unauthorized ACH activity
unless expressly granted, free checks and deposit slips; and free credit card processing for Parks and
Recreation activities. While it is difficult to assign a monetary value to the majority of the services provided,
the lockbox services, which were implemented in 2012, have allowed the Town to absorb the attrition from
one full-time receiving position, saving approximately $245,000 over the past 4 years. In addition, the bank
provides return envelopes free of charge resulting in approximately $6,000 in annual savings.
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General Items of Note for All Funds (Continued)

Summary of Long-term Liabilities

The following table presents a comparative overview of long-term obligations, which are reported in the
Non-Current Government Liabilities Account Group, and are more fully described within the footnotes to

the financial statements.

2015 2014
Serial Bonds $ 18,877,058 $ 14,005,000
Pension Liability, Net 1,786,140 2,442,506
Compensated Absences 371,227 311,833
Landfill Closure and Post Closure 100,000 100,000
Judgments and Claims 100,000 110,000
Total Long-Term Debt $ 21.234.425 $ 16,969,339

The $4.9 million increase in serial bonds resulted from a conversion of all short-term notes, which were
obtained in 2014 and earlier, into serial bonds due to the NYS OSC (Office of the State Comptroller) “Five
Year Rule.” This requires serial bonds to be sold, issued and delivered within five years of the date of
issuance of the first bond anticipation note. As of 2015, the rule applied only those notes first obtained in
2010, however, it was determined to be more cost effective to convert all notes at this time.

Items of Note for the General Fund

Total revenues increased $530,000, or 2.9%, from $18.13 million in 2014 to $18.66 million in 2015. The
primary driver of this change was the increase in mortgage tax revenues of $451,000 stemming from just two
substantial mortgages on properties within the Town. Other major factors include: sales tax revenues, which
are pooled throughout Albany County and allocated based on population, were strong throughout the year,
providing a year over year increase of $193,000. Safety inspection fees were up from 2014 by $175,000 due
to the adjustment of the building department to changes in staffing which occurred in 2014, a catch-up on
2014 inspections and growth within the Town of entities requiring inspections to be performed. Further,
there were decreases in federal and state aid relating to decreased utilization of LGPEP award funds of
$188,000, and no FEMA/SEMO reimbursement in 2015 for Hurricane Irene, a decrease in revenues of
$121,000.

Total operating expenditures decreased $26,000, or 0.2%, from $17.78 million in 2014 to $17.76 million in
2015. Major changes include a decrease of $155,000 in our Public Safety Dispatch Office relating to the
2014 purchase of a replacement radio system. This was partially offset by several capital purchases made
in 2015 in our Police Department including Kronos Timekeeping Software, two unmarked police cars, aused
ambulance from Delmar-Bethlehem EMS and a license plate reader. This accounted for an increase of
$121,000.

In 2014, the Town Board approved a transfer of $1.26 million from the General Fund’s unassigned fund
balance to a separately identified capital reserve within the operating fund’s fund balance to help cover
infrastructure and equipment costs identified through the multi-year capital planning process. In 2015, the
Town transferred $307,000 of these funds to the General Fund Capital Reserve Fund to fund projects
committed to by Town Board action. The remainder of the fund balance ($953,000) will remain in the
operating fund, separately identified, until additional projects are authorized by the Town Board.
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Items of Note for the General Fund (Continued)

In 2015, no new debt was incurred, however, $465,000 in Bond Anticipation Notes (BANs) for Town Hall
Improvements (2011) and a Compost Loader (2014) were refinanced through long term financing.

Items of Note for the Highway Fund

The Highway Fund is funded almost entirely with property taxes. Given the desire to maintain stable
property tax rates and to stay within the tax cap, the fund is at a greater risk for imbalance due to the trend
for operating costs to rise at a faster rate than the tax cap. The fund is in the midst of a workout plan to
preserve structural balance due to the effect of having begun borrowing for the annual paving program in
2009, by gradually shifting the costs back to operations beginning in 2013. This has been accomplished
through systematically reducing the dependence on debt by increased reliance on operational funding at
$100,000 increments. While these funds ceased to be financed through debt beginning in 2014, the operating
fund will continue to be supplemented for two more years (through 2017) by capital reserve funds. Further,
the growth in roads and sidewalks from new development continues to place service and cost pressures on
the department.

Total revenue increased $118,000, or 1.76%, from $6.72 million in 2014 to $6.84 million in 2015. This was
primarily due to the Town’s blended tax rate which shifted a portion of the Water Fund and EMS tax bases
and most of the property tax increases for the year to the Highway Department, resulting in a $364,000
increase. This was done in conjunction with the Highway Fund workout plan as noted above. Also
contributing to the change, in large part, was a decrease of FEMA/SEMO related funding, of $210,000,
relating to reimbursement of prior year Hurricane Irene expenditures.

Total expenditures increased $63,000, or 1.0%, from $6.2 million in 2014 to $6.3 million in2015. This was
due primarily to a increase in charging the Highway Fund relating to employee salaries and benefits of
$51,000 and $8,000, respectively. This was due to a cost of living adjustment to 2014 salaries and wages,
in 2015, as well as general increases in health insurance and workers’ compensation costs. Also of note is
that while $100,000 more was budgeted to be spent for asphalt for the annual paving program in 2015 than
2014 (based on the workout plan), an especially quick start to winter, as well as the prolonged severity of
the conditions, caused issues with the roadways requiring significant patchwork in 2014, increased the
expenditure for that year; minimizing the year to year change.

In2014, the Town Board approved a transfer of $475,000 from the Highway Fund’s unassigned fund balance
to a separately identified capital reserve within the operating fund’s fund balance to help cover infrastructure
and equipment costs identified through the multi-year capital planning process. In 2015, the Town
transferred $361,000 of these funds to the Highway Fund Capital Reserve Fund to cover many of the
remaining costs of board approved capital projects. The remainder of the fund balance ($114,000) will be
transferred in 2016 from the operating fund’s segregated fund balance to cover the remaining board
authorized expenditures.

In 2015, no new debt was incurred, however, $2.8 million in Bond Anticipation Notes (BANs) for asphalt
(2010-2013) and a heavy equipment acquisition (2011-2014) were refinanced through long term financing.
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Items of Note for the Water Fund

The Water Fund is largely funded with user charges and is somewhat easier, in comparison to the General
and Highway Funds, to bring to a self-sustaining financial position, even considering the longer-term and
sizeable infrastructure construction and maintenance costs for these funds.

The Water Fund’s operating revenue increased $580,000, or 6.3%, from $9.28 million in 2014 to $9.86
million in 2015. This change was primarily related to metered water sales which were unusually low in 2014
(down $475,000 from 2013) due to a significant decrease in industrial usage. In 2015, revenues rebounded
from the prior year, by $610,000, due to both an extended dry summer as well as increased industrial usage.
Other water related sales, including unmetered water and administrative fees were up $75,000 as well. The
only offset of note was a planned reduction in property tax billings by $133,000 due to the blended rate.

The Water Fund’s operating expenditures increased $209,000, or 2.5%, from $9.06 million to $9.28 million.
This was due primarily to salary and wage increases, $90,000, and the fringe costs, $93,000 led in large part
by shifts in health care coverage and increases in workers’ compensation charges.

In 2014, the Town Board approved a transfer of $910,000 from the Water Fund’s unassigned fund balance
to a separately identified capital reserve within the operating fund’s fund balance to help cover infrastructure
and equipment costs identified through the multi-year capital planning process. In 2015, the Town did not
transfer any of these funds to the Water Fund Capital Reserve Fund as that fund had sufficient cash to cover
all authorized projects. The fund balance of $910,000 will remain in the operating fund, separately
identified, until additional projects are authorized by the Town Board.

In 2015, no new debt was incurred, however, $1.0 million in Board Anticipation Notes (BANs) for heavy
equipment (2010) and a New Salem Transmission Main (2013) was refinanced through long term financing.

Items of Note for the Sewer Fund

The Sewer Fund is largely funded with user charges and is somewhat easier, in comparison to the General
and Highway Funds, to bring to a self-sustaining financial position, even considering the longer-term and
sizeable infrastructure construction and maintenance costs for these funds.

The Sewer Fund’s operating revenue decreased by $68,000, or 1.4%, from $4.87 million to $4.81 million,
relating to three primary factors: The largest was a reduction in FEMA/SEMO reimbursements from prior
year’s spending on Hurricane Irene damaged equipment. Total reimbursements were down $330,000 for
2015 from $505,000 in 2014 to $175,000 in 2015. Additionally, because sewer usage charges are typically
calculated based on water usage, and water usage was up from prior year, sewer usage charges were up as
well by $186,000. Lastly, the tax levy provided for $62,000 more in 2015 than 2014.

The Sewer Fund’s operating expenditures increased by $1.3 million, or 35.19%, from $3.69 million in 2014
to $4.99 million in 2015. This relates to one final project relating to Hurricane Irene (Waste Water
Treatment Plant bypass project) in the amount of $426,000. Because the project had to be completed by
September 2015 to merit consideration for reimbursement, but it wasn’t fully approved by FEMA (due to
a cost/benefit calculation error), the Town has submitted for reimbursement but has not booked any
receivable or deferred revenues. No similar spending on FEMA related projects occurred in 2014.
Additionally, because of the extremely cold winter in 2014, much of the regular relining of our sewer pipes
was pushed into 2015. Total 2015 spending on this work was $735,000.
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In 2014, the Town Board approved a transfer of $896,000 from the Sewer Fund’s unassigned fund balance
to a separately identified capital reserve within the operating fund’s fund balance to help cover infrastructure
and equipment costs identified through the multi-year capital planning process. In 2015, the Town
transferred $235,000 of these funds to the Sewer Fund Capital Reserve Fund to cover the majority of the
remaining costs of board approved capital projects. The remainder of the fund balance ($661,000) will
remain in the operating fund, separately identified, until projects are authorized by the Town Board.

In 2013, the Town entered into an agreement with EFC to provide low interest financing for a sewer project.
Because the first $3 million of the funding was being paid through a grant from DASNY, the Town did not
begin utilizing this funding source until 2015. Through the end of 2015, $2.3 million of these funds have
been used through short term notes, which are expected to be converted to long term debt in the summer of
2016 through the EFC. Also, $1.6 million in Bond Anticipation Notes (BANs) for sewer pump stations
(2013-2014) and a heavy equipment acquisition (2010) were refinanced through long term financing.

Analysis of Fund Balances

In 2012, the Town passed a comprehensive fund balance policy that provides guidance for minimum (7.5%),
maximum (20%) and optimal levels (15%) at which the operating fund reserves should be held. The
following chart summarizes the projected fund balance activity through the end of 2015, along with a
calculation showing where the fund balances are as compared to this policy:

The projected 2016 levels for the operating funds indicate sufficient net assets to fund currently budgetary
requirements. Consistent with policy, balances held above the ceiling of 20% are identified in the
infrastructure reserve and will be moved to the appropriate capital reserve accounts in 2016.

General Highway Water Sewer

Fund Balance, December 31, 2015 $ 6,523,379 $3,093,056 $4,270,653 $2,979,272
Less:

Prior Year Encumbrances 282,999 68,970 331,050 185,618

Retirement Contribution Reserve 672,197 307,780 126,088 -

Capital Reserve Appropriation 953,110 113,697 910,000 660,842

Nonspendable Fund Balance 571,480 651,373 86,327 53,313

Infrastructure Reserve 415,000 600,000 900,000 1,200,000
Projected Balance, December 31, 2016 $ 3,628,593 $1,351,236 $1917.188 $ 879.499
2016 Budgeted Appropriations $18.123.326 $6,741.639 §9.607.733 $4.356.815
Percent of Appropriations 20% 20% 20% 20%
Floor - 7.5% of Budgeted Appropriations $ 1,359,249 § 505,623 $ 720,580 $ 326,761
Optimal - 15% of Budgeted Appropriations $ 2,718,499 $1,011,246 $1,441,160 $ 653,522
Ceiling - 20% of Budgeted Appropriations $ 3,628,593 $1,351,236 $1,917,188 $ 879,499

These reserves provide a supplemental funding source for major capital expenditures.

Contacting the Town’s Financial Management

This financial report is designed to provide a general overview of the Town’s finances for all those having
an interest, and should be considered along with the annual audit report, including the related footnotes.
Questions concerning any of the information provided in this report may be addressed to John Clarkson,
Supervisor, or to Michael Cohen, CPA, Comptroller, at 445 Delaware Avenue, Delmar, NY 12054.
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INDEPENDENT AUDITOR’S REPORT

To the Supervisor and Members of
the Town Board of the Town
of Bethlehem, New York

Report on the Regulatory Basis Financial Statements

We have audited the accompanying regulatory basis financial statements of the Town of Bethlehem, New
York (the “Town”) as of and for the year ended December 31, 2015, as listed in the table of contents, and
the related notes to the financial statements.

Management’s Responsibility for the Regulatory Basis Financial Statements

Management is responsible for the preparation and fair presentation of these regulatory basis financial
statements in accordance with accounting principles prescribed by the New York State Office of the State
Comptroller; this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of regulatory basis 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 regulatory basis 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 regulatory basis financial statements are free from material
misstatement.

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

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



Basis for Adverse Opinion

As described in Note 1, the Town prepared these financial statements using accounting principles prescribed
by the New York State Office of the State Comptroller to demonstrate compliance with the State’s regulatory
basis of accounting, which practices differ from accounting principles generally accepted in the United States
of America. The differences between the regulatory basis of accounting and accounting principles generally
accepted in the United States of America are described in Note 1 to the financial statements. The effect on
the financial statements of the variances between these regulatory accounting practices and accounting
principles generally accepted in the United States of America, although not reasonably determinable, are
presumed to be material.

Adverse Opinion

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion”
paragraph, the financial statements referred to above do not present fairly the financial position of the Town
of Bethlehem, New York, as of December 31, 2015, or the changes in its financial position for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Qualified Opinion

As described in Note 1, the Town has not recorded other postemployment benefits in accordance with the
regulatory basis accounting principles. The amounts that would have been recorded as a liability, had other
postemployment benefits been recorded in accordance with the regulatory basis accounting principles, is not
known. Additionally, as described in Note 1, the Town does not maintain historical general fixed asset
records which should be included in accordance with accounting principles prescribed by the New Y ork State
Office of the State Comptroller. The amounts that should be recorded in the general fixed asset account
group are not known.

Qualified Opinion on Regulatory Basis of Accounting

In our opinion, except for the effect of the matter described in the “Basis for Qualified Opinion” paragraph,
the regulatory basis financial statements referred to above present fairly, in all material respects, the financial
position of the Town of Bethlehem, New York as of December 31, 2015, and the results of its operations for
the year then ended in accordance with accounting principles prescribed by the New York State Office of
the State Comptroller.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 1-8 be presented to supplement the regulatory basis financial statements.
Such information, although not a part of the regulatory basis financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the regulatory basis 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 regulatory basis financial statements, and other
knowledge we obtained during our audit of the regulatory basis 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 Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Town of Bethlehem, New York’s regulatory basis financial statements. The schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by Title 2 U.S.
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and is not a required part of the regulatory basis financial
statements.

The schedule of expenditures of federal awards information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
regulatory basis financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the regulatory basis financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the regulatory basis financial statements or to the regulatory basis financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material
respects, in relation to the regulatory basis financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 1, 2016 on
our consideration of the Town of Bethlehem, New York’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 Town of Bethlehem, New York’s
internal control over financial reporting and compliance.

Quaacd OO&UN:%Q& s L

CUSACK & CoMPANY, CPA’S LLLC

Latham, New York
April 1, 2016



TOWN OF BETHLEHEM, NEW YORK

GENERAL FUND
REGULATORY BASIS BALANCE SHEET
DECEMBER 31, 2015

Assets
Cash
Other receivables
State and federal receivables
Due from other governments
Inventory
Prepaid expenses

Total Assets

Liabilities
Accounts payable
Accrued liabilities
Due to other governments
Due to other funds
Unearned revenues

Total Liabilities
Deferred Inflows of Resources
Fund Balance

Nonspendable
Assigned
Unassigned

Total Fund Balance

Total Liabilities, Deferred Inflows of Resources
and Fund Balance

See accompanying notes and independent auditor’s report.

§ 4,931,338
289,918
19,000
3,595,266
92,240
479,240

_ =

$§ 9.407.002

$ 303,210
687,621
524,761
663,708
299,754

i B

2,479,054

_ =

404,569

_ = =

571,480
1,908,306
4,043,593

_ s =

6,523,379

_ e 2

$§ 9.407.002



TOWN OF BETHLEHEM, NEW YORK

GENERAL FUND (CONTINUED)
REGULATORY BASIS STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED DECEMBER 31, 2015

Final
Budget Actual Encumbrances Variance
Revenues
Real property tax $ 2,111,291 $ 2,123,606 $ - $ 12,315
Real property tax items 89,900 89,216 - (684)
Non-property tax items 11,734,287 11,962,248 - 227,961
Departmental income 1,477,569 1,527,632 - 50,063
Intergovernmental charges 117,200 80,000 - (37,200)
Use of money and property 93,674 87,435 - (6,239)
Licenses and permits 36,740 52,014 - 15,274
Fines and forfeitures 410,000 369,455 - (40,545)
Sales of property and compensation for loss 109,800 113,570 - 3,770
Miscellaneous local sources - 53,791 - 53,791
State aid 1,716,305 1,683,491 - (32,814)
Federal aid 68,068 100,943 - 32,875
Total Revenues 17,964,834 18,243,401 - 278,567
Expenditures
General government support 4,035,127 3,732,210 76,965 225,952
Public safety 6,001,026 5,849,961 90,949 60,116
Health 1,530 - - 1,530
Transportation 605,616 549,823 3,935 51,858
Economic assistance and opportunity 470,042 487,870 877 (18,705)
Culture and recreation 1,342,125 1,250,861 15,880 75,384
Home and community services 1,265,696 1,032,546 94,393 138,757
Employee benefits 4,588,849 4,527,307 - 61,542
Debt service (principal and interest) 326,702 326,701 - 1
Total Expenditures 18,636,713 17,757,279 282,999 596,435
Other Financing Sources and Uses
Operating transfers in 425,895 418,807 - (7,088)
Operating transfers out (306,890) (306,890) - -
Total Other Financing Sources and Uses 119,005 111,917 - (7,088)
Excess (Deficiency) of Revenues Over Expenditures
and Other Financing Sources and Uses $ (552.874) 598,039 § (282,999) § 867,914
Fund Balance - January 1, 2015 5,925,340
Fund Balance - December 31, 2015 $ 6,523,379

See accompanying notes and independent auditor’s report. 12



TOWN OF BETHLEHEM, NEW YORK
HIGHWAY FUND

Assets
Cash
Other receivables
Due from other governments
Inventories
Prepaid expenses
Total Assets

Liabilities
Accounts payable
Accrued liabilities
Unearned revenues
Total Liabilities

Deferred Inflows of Resources

Fund Balance
Nonspendable
Assigned
Total Fund Balance

Regulatory Basis Balance Sheet
December 31, 2015

Total Liabilities, Deferred Inflows of Resources

and Fund Balance

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance

Revenues
Real property tax
Real property tax items
Use of money and property
Intergovernmental charges
Sales of property and compensation
for loss
Miscellaneous local sources
Interfund revenues
State aid
Federal aid
Total Revenues

Expenditures
Transportation
Employee benefits
Debt service

Total Expenditures

Other Financing Uses
Operating transfers out
Total Other Financing Uses
Excess (Deficiency) of Revenues
Over Expenditures and Other
Financing Uses

Fund Balance - January 1, 2015

Fund Balance - December 31, 2015

For the Year Ended December 31, 2015

$ 2,645,636
8,415

88,709

533,651
117,722

_—

53304133

$ 63,368
146,468
2,532

212,368

_— e

88,709

_—— .

651,373
2

441,683

3,093,056

$ 3.394.,133

Final
Budget Actual Encumbrances Variance
$ 6,107,590 $ 6,107,592 $ - $ 2
225,533 223,752 - (1,781)
10,000 3,900 - (6,100)
6,000 10,810 - 4,810
28,200 40,549 - 12,349
- (1,464) - (1,464)
32,000 15,740 - (16,260)
326,976 398,869 - 71,893
- 41,883 - 41,883
6,736,299 6,841,631 - 105,332
4,727,436 4,211,027 68,970 447,439
1,825,292 1,738,034 - 87,258
330,601 330,599 - 2
6,883,329 6,279,660 68,970 534,699
(361,303) (361,303) - -
(361,303) (361,303) - -
$ (508,333) 200,668 $ (68.970) $ 640,031

2

892,388

$ 3.093.056

See accompanying notes and independent auditor’s report.



TOWN OF BETHLEHEM, NEW YORK
WATER FUND

Assets
Cash
Other receivables
Due from other governments
Inventories
Prepaid expenses
Total Assets

Liabilities
Accounts payable
Accrued liabilities
Unearned revenues
Total Liabilities

Deferred Inflows of Resources

Fund Balance
Nonspendable
Assigned
Total Fund Balance

Regulatory Basis Balance Sheet
December 31, 2015

Total Liabilities, Deferred Inflows of Resources

and Fund Balance

$ 2,967,245
1,998,082
199,318

10,451

75,876

$ 5,250,972
$ 592,309
116,202

1,711

710,222
270,097

86,327
4,184,326
4,270,653

$ 5,250,972

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2015

Revenues
Real property tax
Departmental income
Use of money and property
Sale of property and compensation for loss
State aid
Federal aid
Total Revenues

Expenditures
Home and community services
Employee benefits
Debt service (principal and interest)
Total Expenditures

Other Financing Uses
Operating transfers out

Total Other Financing Uses

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

Fund Balance - January 1, 2015

Fund Balance - December 31, 2015

Final

Budget Actual Encumbrances Variance

$ 1,879,829 $ 1,879,829 § - $ -
7,426,800 7,461,506 - 34,706
160,000 232,430 - 72,430
24,500 48,569 - 24,069
- 58,763 - 58,763
- 176,290 - 176,290
9,491,129 9,857,387 - 366,258
7,580,763 6,933,039 331,050 316,674
1,052,614 1,052,612 - 2
1,051,119 1,051,118 - 1
9,684,496 9,036,769 331,050 316,677

(243,059) (243,059) - _

(243,059) (243,059) - _
$ (436,426) 577,559 $ (331,050) $ 682,935

3

,693,094

S 4270653

See accompanying notes and independent auditor’s report.



TOWN OF BETHLEHEM, NEW YORK
SEWER FUND

Regulatory Basis Balance Sheet

December 31, 2015
Assets
Cash $ 2,686,811
Other receivables 862,953
Due from other governments 353,792
Prepaid expenses 53,313
Total Assets $ 3,956,869
Liabilities
Accounts payable $ 281,599
Accrued liabilities 66,670
Unearned revenues 190,688
Total Liabilities 538,957
Deferred Inflows of Resources 438,640
Fund Balance
Nonspendable 53,313
Assigned 2,925,959
Total Fund Balance 2,979,272
Total Liabilities, Deferred Inflows of Resources
and Fund Balance $ 3,956,869

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2015

Final
Budget Actual Encumbrances Variance
Revenues
Real property tax $ 1,689,144 $ 1,689,146 $ - $ 2
Departmental income 2,828,000 2,921,776 - 93,776
Use of money and property 4,000 3,166 - (834)
Sale of property and compensation
for loss 6,000 20,937 - 14,937
State aid 175,000 43,805 - (131,195)
Federal aid - 131,415 - 131,415
Total Revenue 4,702,144 4,810,245 - 108,101
Expenditures
Home and community services 4,350,241 3,545,764 185,618 618,859
Employee benefits 677,854 594,393 - 83,461
Debt service (principal and interest) 437,884 437,882 - 2
Total Expenditures 5,465,979 4,578,039 185,618 702,322
Other Financing Uses
Operating transfers out (415,534) (410,889) - 4,645
Total Other Financing Uses (415,534) (410,889) - 4,645
Excess (Deficiency) of Revenues Over
Expenditures and Other
Financing Uses $ (1,179.369) (178,683) $ (185.,618) § 815,068
Fund Balance - January 1, 2015 3,157,955
Fund Balance - December 31, 2015 $ 2,979,272

See accompanying notes and independent auditor’s report.



TOWN OF BETHLEHEM, NEW YORK
AMBULANCE FUND

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2015

Actual
Revenues
Real property taxes and tax items $ 1,109,553
Total Revenues 1,109,553
Expenditures
Health 1,109,553
Total Expenditures 1,109,553

Excess of Revenues Over Expenditures -
Fund Balance - January 1, 2015 -

Fund Balance - December 31, 2015 $ -

See accompanying notes and independent auditor’s report.



TOWN OF BETHLEHEM, NEW YORK
SPECIAL GRANT FUND

Regulatory Basis Balance Sheet

December 31, 2015
Assets
Cash $ 10,046
Total Assets $ 10,046
Liabilities
Other liabilities $ 9,964
Unearned revenues 82
Total Liabilities 10,046
Fund Balance
Assigned -
Total Fund Balance -
Total Liabilities and Fund Balance $ 10,046
Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2015
Actual
Revenues
Federal aid $ 422,183
Total Revenues 422,183
Expenditures
Home and community services 422,183
Total Expenditures 422,183
Excess of Revenues Over Expenditures -
Fund Balance - January 1, 2015 -
Fund Balance - December 31, 2015 $ -

See accompanying notes and independent auditor’s report.



TOWN OF BETHLEHEM, NEW YORK
CAPITAL PROJECTS FUND

Assets
Cash
Due from other governments
Total Assets

Liabilities
Accounts payable and retainage
Notes payable
Total Liabilities

Fund Balance
Unassigned
Total Fund Balance
Total Liabilities and Fund Balance

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2015

Revenues
Use of money and property
State aid
Miscellaneous income
Total Revenues

Expenditures
General government support
Transportation
Culture and recreation
Home and community services
Total Expenditures

Other Financing Sources and Uses
Operating transfers in
Operating transfers out
Bond anticipation notes redeemed
Total Other Financing Sources

Excess of Revenues Over Expenditures
and Other Financing Sources

Fund Deficit - January 1, 2015

Fund Balance - December 31, 2015

Regulatory Basis Balance Sheet
December 31, 2015

See accompanying notes and independent auditor’s report.

$ 3,644,577
387,104
54031681
$ 1,435,710
2,303,175

3

738,885

292,796

_—

292,796

_—

$ 4.031.681

Actual

$ 550
1,804,232
490,206

_— e

2

294,988

342,325
714,811
61,453

6,201,923

7

320,512

932,263
(28,929)
5

912,058

6

,815,392

1,789,868

(1,497.072)
$ 292.796



TOWN OF BETHLEHEM, NEW YORK
AGENCY FUND

Assets
Cash
Accounts receivable
Due from other funds
Total Assets

Liabilities
Agency liabilities
Total Liabilities

Regulatory Basis Balance Sheet
December 31, 2015

See accompanying notes and independent auditor’s report.

$ 177,281
11,269

663,708

$ 852,258
$ 852,258
$ 852,258



TOWN OF BETHLEHEM, NEW YORK
NON-CURRENT GOVERNMENTAL ASSETS ACCOUNT GROUP

Regulatory Basis Balance Sheet

December 31, 2015
(Unaudited)

Assets
Land $ 1,970,316
Improvements other than buildings 10,903,128
Buildings 25,192,128
Machinery and equipment 22,291,907
Infrastructure 27,695,899
Deferred outflows of resources, pensions 3,150,575
$ 91,203,953
Investment in Non-Current Assets $ 91,203,953

See accompanying notes and independent auditor’s report.
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TOWN OF BETHLEHEM, NEW YORK

NON-CURRENT GOVERNMENTAL LIABILITIES ACCOUNT GROUP

Assets
Provisions to be made in future budgets
Total Assets

Liabilities

Landfill closure and post closure costs
Judgments and claims payable
Compensated absences
Pension liability, net
Deferred inflows of resources, pensions
Bonds payable

Total Liabilities

Regulatory Basis Balance Sheet
December 31, 2015

See accompanying notes and independent auditor’s report.

§ 21,346,374
§  21.346.374

$ 100,000
100,000
371,227

1,786,140
111,949

18,877,058

§  21.346.374

21



TowN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Bethlehem, New York (“the Town’) have been
prepared in accordance with accounting principles prescribed by the New York State Office
of the State Comptroller for complying with Article 3, Section 30 of General Municipal Law
in which every municipal corporation is required to make an annual financial report (Annual
Update Document or “AUD”). The most significant difference between this regulatory basis
of accounting and generally accepted accounting principles (“GAAP”) is that Government
Accounting Standards Board (“GASB”) Statement 34 “Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments” need not be
implemented to meet the requirements of General Municipal Law. GASB 34 requires
significant changes including:

*  Government-Wide Reporting

* Focus on Major Funds

* Changes in Budgetary Reporting

* Full Accrual Accounting Including Depreciation

* Management’s Discussion and Analysis (This was provided by management
in order to provide additional information to the readers of these financial
statements)

» (Capitalization of Infrastructure Assets

Management has considered the costs and benefits of adopting GASB 34 and determined that
preparing the financial statements utilizing another comprehensive basis of accounting as
opposed to GAAP makes fiscal sense for the Town.

Although the AUD does not require the reporting of modified budget information, a budget to
actual comparison has been included in these financial statements for each applicable fund.

The following is a summary of significant accounting policies:
A. Financial Reporting Entity

The Town of Bethlehem, New York, primary government, was incorporated in 1793, and
is governed by the Charter of the Town of Bethlehem, the Town law and other general laws
of the State of New York and various local laws and ordinances. The Town Board is the
legislative body responsible for the overall operation of the Town and consists of the
Supervisor and four council members. The Supervisor serves as chief executive officer
and chief fiscal officer of the Town.

The Town provides the following basic services: public safety, police protection, parks and
recreation, sewer, water, lighting and highway maintenance.

See independent auditor’s report. 22



TOWN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
A. Financial Reporting Entity (Continued)

The financial reporting entity includes all funds, account groups, functions and
organizations over which the Town Officials exercise oversight responsibility. Oversight
responsibility is determined on the basis of financial interdependency, selection of
governing authority, designation of management, and ability to significantly influence
operations and accountability for fiscal matters.

The reporting entity of the Town is based upon criteria set forth by GASB Statement No.
61. As required by OSC guidelines, the AUD of the reporting entity includes the Town
(the primary government) and its blended component units. The Town has determined it
has no blended component units based on the criteria set forth in GASB Statement 61.

B. Basis of Presentation

The accounts of the Town are organized on the basis of funds or account groups, each of
which is considered a separate accounting entity. The operations of each fund are
accounted for within a separate set of self-balancing accounts that comprise its assets,
liabilities, fund balance, revenues and expenditures which are segregated for the purpose
of carrying on specific activities or attaining certain objectives in accordance with special
regulations, restrictions or limitations. The following fund types and account groups are
used.

Governmental Fund Types

Governmental funds are those through which most governmental functions of the Town
are financed. The acquisition, use and balances of the Town’s expendable financial
resources and the related liabilities are accounted for through governmental funds. The
measurement focus of the governmental funds is upon determination of financial position
and changes in financial position. The following are the Town’s governmental fund types:

a. General Fund - To account for all unrestricted resources except for those required to
be accounted for in another fund. It operates within the financial limits of an annual
budget adopted by the Town Board.

b. Special Revenue Funds - To account for the proceeds of special revenue resources
other than major capital projects or to finance specified activities as required by law
or administrative regulations. Funds operate within the financial limits of an annual
budget adopted by the Town Board and consist of the following:

1) Highway Fund - Used to account for the revenues and expenditures for
repairs and improvements to town highways; purchase, repair, maintenance
and storage of highway machinery; tools and equipment, pursuant to Section
133 of the Highway Law; controlling weeds and brush along highway and
snow removal for highways.

See independent auditor’s report. 23



TOWN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Presentation (Continued)

Governmental Fund Types (Continued)

b. Special Revenue Funds (Continued)

C.

2)

3)

4)

5)

Water District Fund - The Town has water a district used to account for the
revenues and expenditures associated with providing water treatment and
transportation.

Sewer District Fund - The Town has twelve operating sewer districts used to
account for the revenues and expenditures associated with providing sewage
treatment services.

Ambulance District Funds - There is one ambulance district that covers the
entire Town. The district levies taxes on property owners within the District.
Expenditures are made for providing ambulance service and advanced life
support.

Special Grant Fund - Used to account for funds received from the federal
government to operate a public housing program for eligible low-income
families and the elderly through an authorized public housing agency and
other grant funds.

Capital Projects Fund - Used to account for financial resources to be used for the
acquisition or construction of major capital facilities.

Fiduciary Funds

1) Agency Fund - Agency funds are used to account for money (and/or property)

received and held in the capacity of trustee, custodian or agent.

Accounts Groups

Account groups are used to establish accounting control and accountability for
general fixed assets and general long-term debt. The two account groups are not
“funds.” They are concerned with measurement of financial position and not results
of operations.

1) The Non-Current Governmental Assets Account Group - Used to account for

land, buildings, improvements other than buildings, and equipment utilized for
general government purposes.

See independent auditor’s report. 24



TOWN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Basis of Presentation (Continued)
Governmental Fund Types (Continued)
e. Accounts Groups (Continued)

2) The Non-Current Governmental Liabilities Account Group - Used to account for
all long-term debt and other long-term liabilities of the Town.

C. Basis of Accounting/Measurement Focus

Basis of accounting refers to when revenues and expenditures/expenses and the related
assets and liabilities are recognized in various funds and account groups. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement
focus. Measurement focus is the determination of what should be measured, i.c.
expenditures or expenses.

1. Governmental Funds - The modified accrual basis of accounting is followed by the
governmental funds. Under this basis of accounting, revenues are recorded when
susceptible to accrual, i.e. both measurable and available. Available means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the
current period. The Town uses 60 days to measure availability.

Material revenue sources considered susceptible to accrual include real property taxes,
State and Federal aid, sales tax and certain use charges in the special revenue funds. For
those types of revenue sources, such as grants, where expenditures are the prime factors
for determining eligibility, revenues are recognized when the expenditure is made.

Expenditures are recorded when the fund liability is incurred except that:

a. Expenditures for prepaid expenses are recognized and amortized over the period of
expenditures. For expenditures for inventory-type items, the Town has chosen to
recognize an inventory value for gasoline, fleet maintenance items, yard stock (such as
pipes and manholes), and for computer related supplies. Inventory is valued at a cost
using a weighted average.

b. Principal and interest on indebtedness are recognized as an expenditure when due.

c. Compensated absences, such as vacation and sick leave which vest or accumulate, are
charged as an expenditure when paid.

d. Pension costs are recognized as an expenditure for the period billed.

See independent auditor’s report. 25



TOWN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Property Taxes and Collections

Town real property taxes and special district charges are levied together with Albany
County property taxes annually no later than January 1 and become a lien on January 1.
The Town is responsible for collecting Town and County real property taxes assessed as
well as the fire districts and billed in January until May 1, at which time settlement
proceedings take place wherein the Town receives full credit for its entire tax levy and the
County becomes the collecting and enforcement agent for unpaid taxes.

E. General Budget Policies

1.

The Town employs the following budgetary procedures:

a. No later than September 30, the Budget Officer submits a tentative budget for the
fiscal year commencing the following January 1. The tentative budget includes
proposed expenditures and the proposed means of financing for all funds of the
Town except for the Special Grant Fund. Capital projects are budgeted for the start
of each project.

b. After public hearings are conducted to obtain taxpayer comments, but no later than
November 20, the Town Board adopts the budget.

c. All revisions that alter an appropriation of any department or fund must be
approved by the Town Board.

Budget Basis of Accounting - Budgets are adopted annually on a basis generally
consistent with OSC guidelines. Appropriations authorized for the current year are
increased by the amount of encumbrances carried forward from the prior year.

Encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded for budgetary control
purposes to reserve that portion of the applicable appropriations, is employed as a
control in preventing overexpenditure of established appropriations. Open
encumbrances are reported as reservations of fund balance since they do not constitute
expenditures or liabilities and will be honored through budget appropriations in the
subsequent year.

See independent auditor’s report. 26



TOWN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
F. Property, Plant and Equipment - General

Fixed assets purchased for general governmental purposes are recorded as expenditures in
the governmental funds and are capitalized at cost in the Non-Current Governmental
Assets Accounts Group. Contributed fixed assets are recorded at fair market value at the
date received.

No depreciation has been provided on non-current governmental assets, nor has interest
been capitalized.

The Town does not maintain historical records of general fixed assets; therefore, fixed
assets are not accounted for at cost or an estimate of cost as required by OSC.

G. Vacation and Compensatory Time

Town employees are granted vacation and compensatory time in varying amounts. In the
event of termination or upon retirement, certain employees are entitled to payment for
accumulated vacation and compensatory time at various rates subject to certain maximum
limitations.

Payment of vacation and compensatory time recorded in the general long-term debt account
group is dependent upon many factors; therefore, timing of future payments is not readily
determinable. However, management believes that sufficient resources will be made
available for the payment of vacation and compensatory time.

Estimated vacation and compensatory time accumulated by governmental fund type
employees and additional salary related payments have been recorded in the non-current
governmental liabilities account group.

H. Other Postemployment Benefits (“OPEB”)
In addition to providing pension benefits, the Town also provides certain health care
benefits for retired employees and their dependents. Substantially all of the Town

employees may become eligible for those benefits if they reach normal retirement age
while working for the Town.

See independent auditor’s report. 27



TOWN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H. Other Postemployment Benefits (“OPEB”) (Continued)

L

J.

Effective for the year ended December 31, 2008, Governmental Accounting Standards
Board Statement No. 45 “Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions” (“GASB 45") requires the Town to
recognize the cost of pension benefits in the periods in which the exchange occurs rather
than in the periods when the benefits are paid. GASB 45 requires the services of an actuary
to calculate current OPEB costs and to amortize prior service costs over a period not to
exceed thirty years. The expense recognized under this policy would be significantly larger
than current practice which recognizes expense on a pay-as-you-go basis. The Town has
not adopted GASB 45.

OPEB costs recognized as incurred was $758,077 in 2015 for 146 retirees.
Retirement Plans

The Town provides retirement benefits for its employees through contributions to the New
York State and Local Police and Fire Retirement System, the New York State and Local
Employees’ Retirement System and the Public Employees’ Group Life Insurance Plan.
These systems provide various plans and options, some of which require employee
contributions.

Deferred Compensation Plan

Employees of the Town may elect to participate in the Town’s Deferred Compensation
Plan created in accordance with Internal Revenue Code Section 457. The Plan, available
to all employees, permits them to defer a portion of their salary until future years, usually
after retirement. Under the terms of the amended Plan agreement, these monies are not
subject to the claims of the Town’s general creditors after they are paid to the Plan’s
Trustee. A separate independent audit is performed on these funds annually.

Self-Insurance

Workers” Compensation Section 207-C

The Town has retained a portion of the liability to cover losses under Section 207-C of the
General Municipal Law for police officers. Certain employees are entitled to their full pay

when out on leave. The Town is required to cover any amount of losses not reimbursed
by Workers’ Compensation.

See independent auditor’s report. 28



TOWN OF BETHLEHEM, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
L. Estimates

The preparation of the regulatory basis financial statements requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results may differ from these estimates.

CHANGE IN ACCOUNTING PRINCIPLES

For the year ended December 31, 2015, the Town implemented GASB Statement No. 68
Accounting and Financial Reporting for Pensions - Amendments to GASB Statement No. 27
and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date. The implementation of the Statement requires the Town to report as a
liability its portion of the collective net pension liability in the New Y ork State Employees’ and
Local Police and Fire Retirement Systems.

CASH, CASH RESTRICTED AND RESERVED FUND BALANCE
Cash and Investments

The Town’s investment policies are governed by State statutes. In addition, the Town has its
own written investment policy. Town monies must be deposited in FDIC-insured commercial
banks or trust companies located within New York State. The Comptroller is authorized to use
demand accounts and certificates of deposit. Permissible investments include obligations of
the U.S. Treasury and U.S. Agencies, certificates of participation, and obligations of New Y ork
State, or its localities.

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

At year-end, the book amount of the Town’s (the primary government) deposits was
$17,071,956 (excluding $2,250 in petty cash) and the bank balance was $17,040,364. The
insured and collateral status of the year-end bank balance was as follows:

Covered by federal deposit insurance § 5,553,439

Collateralized with securities held by a third party custodian for

the benefit of the Town pursuant to third-party custody agreement 11,486,925
Total $ 17,040,364
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PREPAID RETIREMENT SYSTEMS

The Town elected to prepay its required contributions to the New York State and Local
Employees’ Retirement System, the New York State Local Police and Fire Retirement
Systems, and the Public Employees’ Group Life Insurance Plan. The prepayment is equal to
$685,800 as of December 31, 2015. The balance at December 31, 2015 consists of:

Fund Amount
General 445,287
Highway 117,722
Water 72,258
Sewer 50,533

Total $ 685,800

NON-CURRENT ASSETS (UNAUDITED)

Non-current asset activity for the year ended December 31, 2015 was as follows:

Balance Balance
1/1/15 Additions Deletions 12/31/15
Capital Assets:
Land $ 1,965,316 $ 5,000 - 1,970,316
Improvements 10,255,081 648,047 - 10,903,128
Buildings 25,192,128 - - 25,192,128
Machinery and
Equipment 21,749,578 1,031,371 (489,042) 22,291,907
Infrastructure 21,710,742 5,985,157 - 27,695,899
Total Capital Assets 80,872,845 7,669,575 (489,042) 88,053,378
Deferred Outflows of
Resources, Pensions
(Note 11) - 3,150,575 - 3,150,575
Total Non-Current
Assets $ 80.872.845 $ 10.820.150 $ - $ 91,203,953

SHORT-TERM DEBT

Liabilities for bond anticipation notes (“BANs”) for construction are accounted for in the
capital projects fund. Principal payments on any outstanding BANs that the Town has must
be made annually. 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 period’s equivalent to the maximum
life of the permanent financing, provided that stipulated annual reductions of principal are
made.
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SHORT-TERM DEBT (CONTINUED)

BAN’s outstanding at December 31, 2015 are as follows:

Interest
Fund Description Rate Amount
Sewer Interceptor Project 0.38% $ 2.303.175

NON-CURRENT GOVERNMENTAL LIABILITIES

The following is a summary of changes in long-term debt outstanding at December 31, 2015:

Other Net
Payable Increase Payable
1/1/15 Issued Redeemed (Decrease) 12/31/15
Serial Bonds (a) $ 14,005,000 $ 5,912,058 $ (1,040,000) $ - $ 18,877,058
Judgments and
Claims (b) 110,000 - - (10,000) 100,000
Post Closure
Landfill Monitoring (c) 100,000 - - - 100,000
Compensated Absences (d) 311,833 - - 59,394 371,227
Pension Liability, Net (Note 11) 2,442,506 - - (656,366) 1,786,140
Deferred Inflows of Resources,
Pensions (Note 11) - - - 111,949 111,949
Total $ 16969339 $ 5912,058 $ (1,040,000) $ (495,023) $ 21,346,374

(a) Serial Bonds

The Town 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. The provision to be made in future
budgets for capital indebtedness represents the amount, exclusive of interest, authorized to be
collected in future years from taxpayers and others for liquidation of the long-term liabilities.

The following is a summary of serial bonds outstanding at December 31, 2015:

Description Original Date Original Date Final  Outstanding
by Fund(s) Issued Amount Rate Maturity 12/31/15
General 2008 $ 1,880,000 4.50% 2018 $ 660,000
General, Water

and Sewer 2009 7,958,000 3.25% 2037 6,930,000
Water 2012 6,715,000 4.20% 2022 5,375,000
General, Water

and Sewer 2015 5,912,058 1.50% 2034 5,912,058
Total $ 22.465.058 $ 18.877.058
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7. NON-CURRENT GOVERNMENTAL LIABILITIES (CONTINUED)
(a) Serial Bonds (Continued)

The following is a schedule of principal and interest payments for future debt service
requirements as of December 31, 2015:

Principal Interest

2016 $ 1,257,058 $ 758,986
2017 1,380,000 643,585
2018 1,430,000 591,510
2019 1,250,000 539,485
2020 1,300,000 486,135
2021-2025 4,515,000 1,754,631
2026-2030 3,305,000 1,198,969
2031-2035 3,520,000 575,413
2036-2037 920,000 62,550
Total $ 18,877,058 $ 6,611,264

Serial bonds have been authorized in the amount of $3,000,000 for the completion of the
Delaware Avenue Enhancement Project. However, the Town has received a grant to cover
$1,200,000 of the cost of the project from the State of New York, so the Town anticipates
borrowing only the remaining $1,800,000. Borrowing has not yet occurred as of December 31,
2015.

Additionally, Serial Bonds have been authorized in the amount of $2,600,000 for the
completion of the $5,600,000 interceptor sewer project. Of this amount $2,303,175 has been
drawn on through short-term borrowing through NYSEFC.

At December 31, 2015 the total outstanding serial bonds and BANs aggregated $21,180,233.

Of this amount $9,675,019 was subject to the constitutional debt limit and represented
approximately 4.0% of the debt limit.
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NON-CURRENT GOVERNMENTAL LIABILITIES (CONTINUED)

(b)

(©)

(d)

Judgment and Claims

The Town has been named defendant in various actions. A review of these actions with the
Town’s Attorney indicates that the risk of loss to the Town is reasonably possible for certain
cases. The estimated range of loss for the cases that have a reasonably possible risk of loss is
up to $100,000. Provisions for losses for those cases that have a reasonably possible risk of
loss for which a range of loss has been estimated is recorded in the non-current governmental
liability group of accounts.

Post Closure Landfill Monitoring

The Town operated the Rupert Road landfill which accepted construction and demolition
waste. The Town became subject to a consent order for this site on April 3, 2009. The
anticipated total closure costs are between $450,000 and $500,000. To date, over $400,000
has been expended in labor, equipment and consulting costs. The liability has been partially
funded in a capital reserve fund. The current estimated unfunded liability is $100,000.

Compensated Absences

Compensated absences represents the estimated value of the earned and unused leave credits,
based on current salary rates.

UNEARNED REVENUES

Unearned revenue arises when resources are received before the Town has a legal claim to them, as
when grant monies are received prior to the incurrence of qualifying expenditures. In subsequent
periods, or when the Town has legal claim to the resources, the liability is removed and revenue is
recognized.

Unearned revenues consist of the following:
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UNEARNED REVENUES (CONTINUED)

General Fund:

Customer Deposits $ 61,963
Other 237,791
Total General Fund $ 299,754

Special Grant Fund:

Federal Aid $ 82
Highway Fund:

Customer Deposits $ 2,532
Water Fund:

Customer Deposits $ 1,711
Sewer Fund:

Customer Deposits $ 190,688

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources arises when potential revenue does not meet both the measurable and
available criteria for recognition in the current period. In subsequent periods, when both recognition

criteria are met, the deferred inflows of resources is reduced and revenue is recognized.

Deferred inflows of resources consists of the following:

General Fund:

Federal and State Grants $ 404,569
Highway Fund:

Federal and State Grants $ 88.709
Water Fund:

Departmental Income $ 270,097
Sewer Fund: $ 231,397

Federal and State Grants 207,243

Department Income $ 438,640
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10.

11.

INTERFUND RECEIVABLES AND PAYABLES/INTERFUND TRANSFERS

Interfund receivables, payables and transfers at December 31, 2015 were as follows:

Interfund Interfund Operating Operating
Receivables Payables Transfers-In Transfers-Out

General $ - $ 663,708 $ 418,807 $ 306,890
Highway - - - 361,303
Capital Projects - - 932,263 28,929
Sewer Districts - - - 410,889
Water Districts - - - 243,059
Agency 663,708 - - -

Total $ 663,708 $ 663,708 $§ 1351070 $ 1.351,070
PENSION PLANS
General Information

The Town participates in the New York State and Local Employees’ Retirement System (“ERS”)
and New York State and Local Police and Fire Retirement System (“PFRS”). The Systems are cost
sharing multiple-employer, public employee retirement systems. The Systems offers a wide range
of plans and benefits which are related to years of service and final average salary, vesting of
retirement benefits, death and disability.

Plan Description and Benefits Provided

The Systems provide retirement benefits as well as death and disability benefits. The net position
of the Systems are held in the New York State Common Retirement Fund, which was established
to hold all net assets and record changes in plan net position allocated to the Systems. The
Comptroller of the State of New York (the “Comptroller”) serves as sole trustee and administrative
head of the Systems. System benefits are established under provisions of the New York State
Retirement and Social Security Laws (“NYSRSSL”). Once a public employer elects to participate
in the System, the election is irrevocable. The New York State Constitution provides that pension
membership is a contractual relationship and plan benefits cannot be diminished or impaired.
Benefits can be changed for future members only by enactment of a State statute. 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
System, 110 State Street, Albany, NY 12244,

ERS and PFRS are noncontributory expect for employees who joined the System after July 27, 1976
who contribute 3% of their salary, until such time as they obtain ten years of service credit,
employees who joined between January 1,2011 and April 1, 2012, who contribute 3% of their salary
for the entire length of service, and employees who joined after April 1, 2012 who contribute
between 3% and 6% of their earned wages for the entire length of their career.
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11.

PENSION PLANS (CONTINUED)
Plan Description and Benefits Provided (Continued)

Contributions for the current year and two preceding years were equal to 100% of the contributions
required as follows:

ERS PFRS
2015 § 1,911,712 $ 855,829
2014 § 1,999,424 $ 979,551
2013 § 2,003,731 $ 810,693

Chapter 260 of the laws of 2014 of the State of New York allowed local employers to bond or
amortize a portion (limitations established by fiscal year) of their retirement bill up to 10 years for
fiscal years ended March 31, 2005 through 2008. Chapter 57 of the laws 0of 2010 of the State of New
York allowed local employers to amortize a portion (limitations established by fiscal year) of their
retirement bill for 10 years for fiscal years ended March 31, 2011 and forward.

These laws require participating employers to make payments on a current basis, while bonding or
amortizing existing unpaid amounts. The Town has not bonded or amortized any portion of their
retirement obligations.

Pension Liabilities, Pension Expense, and Deferred Inflows and Outflows of Resources Related to
Pensions

At December 31,2015, the Town reported a liability of $1,481,185 for ERS and $304,955 for PFRS
for its proportionate share of the net pension liability. The net pension liability was measured as of
March 31, 2015, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of that date. The Town’s proportion of the net pension
liability was based on a projection of the Town’s long-term share of contributions to the pension plan
relative to the projected contributions of all participating members, actuarially determined.

At December 31, 2015, the Town’s proportion was 0.043845% percent ERS and 0.110788% PFRS.
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11.

PENSION PLANS (CONTINUED)

Pension Liabilities, Pension Expense, and Deferred Inflows and Outflows of Resources Related to
Pensions (Continued)

At December 31, 2015, the Town reported deferred outflows of resources related to pensions from
the following sources:

Total Deferred
Outflows
of Resources

Differences between expected and actual experience $ 84,190

Net difference between projected and actual earnings
on pension plan investments 359,646

Contributions subsequent to the measurement date 2,706,739

—_— - ==

$ 3.150.575

At December 31, 2015, the Town reported deferred inflows of resources related to pensions from
the following sources:

Total Deferred
Inflows
of Resources
Changes in proportion and differences between
employer contributions and proportionate share of
contributions $ 111,949

The net amount of the Town’s balances of deferred outflows and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

December 31, 2016 $ 2,788,925
December 31, 2017 82,189
December 31, 2018 82,189
December 31, 2019 82,189
December 31, 2020 3,134

$ 3.038.626
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11.

PENSION PLANS (CONTINUED)

ERS Actuarial Assumptions

The total pension liability at March 31, 2015 was determined by using an actuarial valuation as of
April 1, 2014, with update procedures used to roll forward the total pension liability to March 31,

2015. The actuarial valuation used the following actuarial assumptions.

Significant actuarial assumptions used in the April 1, 2014 valuation were a follows:

Interest rate 7.5%

Salary increase 4.9%

Decrement tables April 1, 2005 - March 31, 2010
System’s Experience

Inflation rate 2.7%

Annuitant mortality rates are based on April 1, 2005 - March 31, 2011 System’s experience with
adjustments for mortality improvements based on MP-2014.

The actuarial assumptions used in the April 1, 2014 valuation are based on the results of an actuarial
experience study for the period August 1, 2005 - March 31, 2010.

The long term expected rate of return on pension plan investments was determined using a building block
method in which best estimate ranges of expected future real rates of return (expected returns net of
investment expense and inflation) are developed for each major asset class. These ranges are combined to
produce the long term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation.

Best estimates of arithmetic real rates of return for each major asset class included in the target asset
allocation as of March 31, 2015 for ERS were as follows:

Long-Term

Expected Real

Asset Class Rate of Return
Domestic equity 7.30%
International equity 8.55%
Private equity 11.00%
Real estate 8.25%
Absolute return strategies 6.75%
Opportunistic portfolio 8.60%
Real assets 8.65%
Bonds and mortgages 4.00%
Cash 2.25%
Inflation-indexed bonds 4.00%
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11.

PENSION PLANS (CONTINUED)
Discount Rate

The discount rate used to calculate the total pension liability was 7.5% for ERS and PFRS. The
projection of cash flows used to determine the discount rate assumes that contributions from plan
members will be made at the current contribution rates and that contributions from employers will
be made at statutorily required rates, actuarially. Based upon the assumptions, the System’s fiduciary
net position was projected to be available to make all projected future benefit payments of current
plan members. Therefore the long term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the total pension liability.

Sensitivity of the Proportionate Share of the Net Pension Assets/Liability to the Discount Rate
Assumption

The following presents the Town’s proportionate share of the net pension liability calculated using
the discount rate of 7.5 percent, as well as what the Town’s proportionate share of the net pension
asset/liability would be if it were calculated using a discount rate that is 1 percentage point lower or
1 percentage point higher than the current rate:

1% Current 1%
Decrease Assumption Increase

ERS

Town’s proportionate share

of the net pension asset (liability) $ (9.872.737) $ (1.481.185) $ 5.603.366

PFRS

Town’s proportionate share
of the net pension asset (liability) $ (4.060312) $  (304.955) $ 2.842262

Pension Plan Net Position of the Fiduciary of the Systems

The components of the net pension liability (ERS) of the fiduciary of the systems as of March 31,
2015 was as follows (in thousands):

ERS PFRS
Fiduciary total pension liability $ (164,591,504) $ (28,474,417)
Fiduciary net position 161,213,259 28,199,157
Fiduciary net pension liability (3.378.,245) (275,260)
Ratio of fiduciary net position to the
fiduciary total pension liability 97.9% 99.0%
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11.

12.

PENSION PLANS (CONTINUED)
Restatement of Long-Term Debt

For the fiscal year ended December 31, 2015, the Town implemented GASB Statement No. 68
Accounting and Financial Reporting for Pensions - Amendment to GASB Statement No. 27. The
implementation of Statement No. 68 resulted in the reporting of a liability related to the Town’s
participation in the system. The Town’s long-term debt has been restated as follows:

Long-Term Debt, as previously stated $ 14,526,833

GASB Statement No. 68 Implementation 2,442,506

Long-Term Debt, as restated $ 16.969.339
FUND BALANCE

The Town has implemented GASB 54 “Fund Balance Reporting and Governmental Fund Type
Definitions.” GASB 54 defines five categories of fund balance as follows:

* Nonspendable fund balance includes amounts that cannot be spent because they are either not
in spendable form or contractually required to be maintained intact.

* Restricted fund balance includes amounts restricted when constraints placed on the use of
resources are either externally imposed by creditors, grantors, contributors or laws or regulations
of other governments; or imposed by law through constitutional provisions or enabling
legislation.

* Committed fund balance includes amounts that can only be used for specific purposes pursuant
to constraints imposed by formal action of the Town Board. The Town had no committed fund
balances at December 31, 2015.

* Assigned fund balance includes amounts that are constrained by the Town’s intent to be used
for specific purposes, but are neither restricted nor committed. Assigned fund balances include
funds that are legally mandated to be accounted for separately as well as amounts that have been
contractually obligated by the Town or designated by the Town for ensuing year’s budget.

» Unassigned fund balance represents fund balance that has not been assigned to other funds and
that has not been restricted, committed or assigned to specific purposes within the fund.
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FUND BALANCE (CONTINUED)

Fund balances are detailed as follows:

General Highway Water Sewer
Fund Fund Fund Fund
Nonspendable
Inventory $ 92,240 §$ 533,651 § 10,451 § -
Prepaid expenses 479,240 117,722 75,876 53,313
571,480 651,373 86,327 53,313
Assigned
Encumbrances 282,999 68,970 331,050 185,618
Capital Reserve 953,110 113,697 910,000 660,842
Retirement contribution 672,197 307,780 126,088 -
Highway Fund - 1,951,236 - -
Water Fund - - 2,817,188 -
Sewer Fund - - - 2,079,499
1,908,306 2,441,683 4,184,326 2,925,959
Unassigned 4,043,593 - - -
Total Fund Balance $ 6523379 $ 3,093,056 $ 4,270,653 § 2,979,272

Capital Reserves

Established pursuant to General Municipal Law (GML), Section 6-C, to establish a capital reserve
fund for:

Capital Projects Fund:

Improvements and equipment § 147,019
Recreational facilities 73,546
Fire tower and additions and improvements 54,613
Highway equipment 38,037
Reconstruction of water facilities 1,379,102
Reconstruction of sewer facilities 714,378
Subtotal 2,406,695
Less BAN’s outstanding as of December 31, 2015 (2,303,175)
Total GML Section 6-C $ 103,520
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12.

13.

14.

FUND EQUITY (CONTINUED)

Capital Reserves (Continued)

Established pursuant to GML, Section 6-0O, to establish a solid waste management facility reserve
fund for the purpose of paying for closure or post-closure care costs for the general fund - Town-
wide. At December 31, 2015, the balance of the reserve was $189,196.

Total Capital Reserves Under GML Sections 6-C and 6-O $§ 292,796

The Town has a fund balance policy that provides guidance for minimum, maximum and optimal
levels at which the operating fund reserves should be held. These percentages of fund balance to
appropriations are set at 7.5%, 20% and 15%, respectively. As of December 31,2015, all funds were
at maximum. To the extent that fund balances exceed the maximum, per policy, the balances are
classified as infrastructure reserve funds.

The Town’s budget provides for programs with multiple revenue sources. For purposes of fund
balance classification, expenditures are to be spent from restricted fund balance first, followed in
order by committed fund balance, assigned fund balance, and lastly unassigned fund balance. The
Comptroller has the authority to deviate from this policy if it is in the best interest of the Town.

TAX ABATEMENT

The Town enters into Payment in Lieu of Taxes (“PILOTS”) agreements with some local businesses.
PILOTS are often included as part of an Industrial Development Agency (“IDA”) agreement with
a commercial or industrial development for the purpose of attracting or retaining businesses within
their jurisdictions. PILOT agreements normally provide for payments of amounts lesser than would
have been collateralized for real estate taxes for a number of years.

For the year ended December 31,2015, the Town recognized $4,488,316 in PILOT revenue. Abated
property taxes amounted to $147,961 under the program.

COMMITMENTS AND CONTINGENCIES

The Town of Bethlehem has completed closure of the North Street landfill, in accordance with an
Order of Consent issued by the Department of Environmental Conservation (DEC) on November
18, 1993. The Town is required to monitor the site for 30 years, with 19 years lapsed as of
December 31, 2015. The current estimated liability for post closure care costs of the landfill for the
remaining 11 years is $38,000. However, the actual cost of post closure care may be higher due to
inflation, changes in technology, or changes in landfill laws and regulations. The liability has been
funded in a capital reserve fund.

In 2004, the Town entered into a 20-year contract with the City of Albany for the purchase of
finished water. The contract calls for the purchase of specified minimum quantities, at rates that are
subject to the same percentage increases paid by other customers within the City. In 2019, the
contract’s minimum quantities increase from 450 million gallons per year (MGY) to 500 MGY,
resulting in a significant increase in expense.
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15.

16.

RISK MANAGEMENT

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Town has purchased
commercial insurance for all risk above minimal deductible amounts except for Workers’
Compensation and environmental hazards. Settled claims have not exceeded the commercial
coverage, or the amounts provided for in non-current governmental liability group of accounts by
any material amounts during 2015. There was no reduction in insurance coverage during 2015. An
estimate of liability is recorded at December 31, 2015 for outstanding claims or for any potential
claims incurred but not reported as of that date in the non-current government liability group of
accounts.

SUBSEQUENT EVENTS
Management has evaluated subsequent events or transactions as to any potential material impact on

operations or financial position occurring through April 1, 2016, the date the financial statements
were available to be issued. No such events or transactions were identified.
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TowN OF BETHLEHEM, NEW YORK
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2015

Federal Grantor/Pass-Through CFDA
Grantor/Program Title Project Federal
Expenditures Number Number Awards
U.S. Department of Housing and Urban Development
Direct:
Section 8 Housing Choice Vouchers - 14.871 $ 341,082
Community Development Block Grant - 14.228 81,101
422,183
U.S. Department of Transportation
Passed Through State of New York:
State and Community Highway Safety - 20.600 15,577
U.S. Department of Homeland Security
Passed Through NYS Division of Homeland
Security and Emergency Services:
Disaster Grants - Public Assistance 001-06354-000 97.036 349,588
U.S. Department of Justice
Direct:
Equitable Sharing Program - 16.922 85,366
Total Federal Awards $ 872,714

See accompanying notes and independent auditor’s report. 44



TowN OF BETHLEHEM, NEW YORK
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
DECEMBER 31, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards was prepared on the modified accrual
basis of accounting. Grant awards are recorded as revenue when the criteria for earning the revenue
is met and are available, generally when the expenditure of grant funds is made. Grant expenditures
are recorded when the liability is incurred. The information in this schedule is presented in
accordance with requirements of the Uniform Guidance.

Relationship to Financial Statements

Federal awards revenue is reported in the Town of Bethlehem, New York’s financial statements as

follows:

General Fund $ 100,943
Highway Fund 41,883
Water Fund 176,290
Sewer Fund 131,415
Special Grant 422,183
Federal Awards Per Schedule of

Expenditures of Federal Awards $ 872,714

2. SCOPE OF AUDIT PURSUANT TO THE UNIFORM GUIDANCE

Town of Bethlehem, New York, the primary government, is an independent municipal corporation.
All federal grant operations of the primary government are included in the scope of the single audit.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF REGULATORY BASIS FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Supervisor and
Members of the Town Board
Town of Bethlehem, New York

We have audited, in accordance with the 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 regulatory basis financial
statements of the Town of Bethlehem, New York, as of and for the year ended December 31, 2015,
and the related notes to the regulatory basis financial statements, and have issued our report thereon
dated April 1, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the regulatory basis financial statements, we considered the
Town of Bethlehem, New York’s internal control over regulatory basis financial reporting (internal
control) to determine the audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinion on the regulatory basis financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Town of Bethlehem, New York’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Town of Bethlehem, New
York’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 Town of Bethlehem, New Y ork’s regulatory basis 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Bethlehem, New York’s
regulatory basis financial statements are free from 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 regulatory
basis 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
Town of Bethlehem, New York’s internal control or on compliance. This report is an integral part

of'an audit performed in accordance with Government Auditing Standards in considering the Town’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.
Qmac&sr@wo&‘s e

CUSACK & COMPANY, CPA’SLLC

Latham, New York
April 1,2016
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Supervisor and
Members of the Town Board
Town of Bethlehem, New York

Report on Compliance for Each Major Federal Program

We have audited the Town of Bethlehem, New York’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material
effect on each of the Town of Bethlehem, New York’s major federal programs for the year ended
December 31, 2015. The Town of Bethlehem, New York’s major federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Town of Bethlehem, New
York’s major federal programs based on our audit of the types of compliance requirements referred
to above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the Town of Bethlehem, New York’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major

federal program. However, our audit does not provide a legal determination of the Town of
Bethlehem, New York’s compliance.
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Opinion on Each Major Federal Program

In our opinion, the Town of Bethlehem, New York complied, in all material respects, with the types
of compliance requirements referred to above that could have a direct and material effect on each
of its major federal programs for the year ended December 31, 2015.

Report on Internal Control Over Compliance

Management of the Town of Bethlehem, New York is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered the Town of Bethlehem,
New York’s internal control over compliance with the types of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each
major federal program and to test and report on internal control over compliance in accordance with
the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of the Town of Bethlehem, New York’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The propose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Qma&#@mﬂ%oﬂf's L

CUSACK & COMPANY, CPA’SLLC

Latham, New York
April 1,2016

49



TOWN OF BETHLEHEM, NEW YORK
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

DECEMBER 31, 2015

SECTION I - SUMMARY OF AUDITOR’S RESULTS

FINANCIAL STATEMENTS
Type of auditor’s report issued: Qualified
Internal control over financial reporting:

Material weakness(es) identified? yes X 1o

Significant deficiency(ies) identified that are not considered to be

material weakness(es)? yes X _none reported

Noncompliance material to financial statements noted? yes X 1o
FEDERAL AWARDS
Internal control over major programs:

Material weakness(es) identified? yes X Nno

Significant deficiency(ies) identified that are not considered to be

material weakness(es)? yes X _none reported
Type of auditor’s report issued on compliance for major programs: Unmodified
Any audit findings disclosed that are required to be reported in
accordance with the Uniform Guidance? yes X no
Identification of major programs.
CFDA NUMBER(S) NAME OF FEDERAL PROGRAM OR CLUSTER
97.036 Disaster Grants - Public Assistance

Dollar threshold used to distinguish between type A and type B programs: $ 750,000
Auditee qualified as low-risk auditee? yes X no

SECTION II - FINANCIAL STATEMENT FINDINGS

There were no findings for the year ended December 31, 2015.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There were no findings for the year ended December 31, 2015.

SECTION IV - RESOLUTION OF PRIOR YEAR FINDINGS

There were no findings for the year ended December 31, 2014.

See independent auditor’s report.
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