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REPORT ON THE REGULATORY BASIS FINANCIAL STATEMENTS

Independent Auditor’s Report

Mayor and Members of Board of Trustees
Village of Saranac Lake, New York

Report on the Financial Statements

We have audited the accompanying combined regulatory basis financial statements as reported in
the Annual Financial Report Update Document of the Village of Saranac Lake, New York
(Village), as of and for the year ended May 31, 2016, and the related notes to the regulatory basis
financial statements, which collectively comprise the Village’s regulatory basis financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The Mayor and Board of Trustees and other management of the Village are responsible for the
preparation and fair presentation of these financial statements in accordance with the regulatory
basis of accounting and reporting prescribed by the Office of the State Comptroller of the State of
New York; this includes the design, implementation and maintenance of internal control relevant
to the preparation and fair presentation of the financial statements that are free from material
misstatement, whether due to fraud or error.

As more fully described in Note A to the Regulatory Basis Financial Statements, the Village
prepared these financial statements using the regulatory basis of accounting and reporting
prescribed by the Office of the State Comptroller of the State of New York for submitting annual
financial reports to that office. This regulatory basis of accounting and reporting is a special
purpose framework other than accounting principles generally accepted in the United States of
America. The effects on the financial statements of the variances between the regulatory basis of
accounting and reporting described in Note A and accounting principles generally accepted in the
United States of America, although not reasonably determinable, are presumed to be material.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and

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

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

Auditor’s Opinion

In our opinion, the accompanying combined regulatory financial statements referred to above
present fairly, in all material respects, the financial position of the Village of Saranac Lake, New
York as of May 31, 2016, and the results of its operations for the year then ended, in accordance
with the regulatory basis of accounting and reporting described in Note A.

Report on the Schedule of Expenditures of Federal Awards

Our audit was conducted for the purpose of forming our opinion on the combined regulatory
basis financial statements that comprise the Village of Saranac Lake, New York’s financial
statements. The accompanying schedule of expenditures of federal awards as required by Title 2
U. 8. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awards Office are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information
is the responsibility of the Mayor and Board of Trustees and other management of the Village
and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the combined 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 financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the accompanying schedule
of expenditures of federal awards is fairly stated in all material respects in relation to the
combined regulatory basis financial statements taken as a whole.

Report on Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 11, 2017 on our consideration of the Village’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion of internal control over financial reporting and on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.
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Intended Use of This Report

As there are differences between financial statements prepared in accordance with accounting
principles generally accepted in the United States of America and financial statements prepared
in accordance with the regulatory basis of accounting and reporting prescribed by the Office of
the State Comptroller of the State of New York, this report is not intended to be used by anyone
not understanding those differences. Accordingly, this report is intended solely for the
information and use of the Mayor and Board of Trustees and management of the Village of
Saranac Lake, New York, and for filing with the federal single audit clearing house, applicable
federal agencies, and applicable agencies of the State of New York, and is not intended to be
used for any other purpose.

Richard H. Dinolfo CPA
Queensbury, New York
November 11, 2017
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VILLAGE OF SARANAC LAKE, NEW YORK
COMBINED BALANCE SHEET
ALL FUND TYPES AND SCHEDULES

May 31, 2016
Governmental Fund Types Fiduciary Schedules
Special Private Non-Current  Non-Current Total
Revenue Capital Purpose Governmental Governmental (Memorandum
General Funds Projects Agency Trust Assets Liabilities Only)
ASSETS AND OTHER DEBITS
ASSETS
Cash and cash equivalents $ 2536737 $ 1428084 $ 461,848 $ 133,104 § 2,663 § - § - § 4562436
Real property tax reccivables - - - - - - - -
State and federal receivables - - 2,273,934 - - - - 2,273,934
Due from other governments - - - - - - - -
Due from other funds 735,090 1,086,595 - - - - - 1.821,685
Other reccivables 21,018 1,224,170 - - - - - 1,245,188
Prepaid expenses - - - - - - . -
Inventory - - - - - - - - -
Restricted assets:
Cash and cash equivalents 556,267 1,940,090 - - - - - 2,496,357
Capital assets - - - - - 37.319.385 - 37.319.385
Total assets 3.849,112 5,678,939 2,735,782 133,104 2.663 37,319,385 - 49,718,985
OTHER DEBITS
Amount to be provided for retirement of
non-current governmental liabilitics - - - - - - 16,601,964 16,601.964
Total assets and other debits S 3849,112 S 5,678,939 S 2,735,782 S 133,104 S 2663 S 37319385 S 16,601,964 S 66,320,949

The accompanying Notes to Regulatory Basis Financial Statements are an integral part of these statements.
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VILLAGE OF SARANAC LAKE, NEW YORK
COMBINED BALANCE SHEET
ALL FUND TYPES AND SCHEDULES

May 31, 2016
Governmental Fund Types Fiduciary Funds Schedules
Special Private Non-Current  Non-Current Total
Revenue Capital Purpose Governmental Governmental (Memorandum
General Funds Projects Agency Trust Assets Liabilities Only)
LIABILITIES, OTHER CREDITS,
AND FUND BALANCES:
LIABILITIES
Accounts payable $ 130,027 § 122041 % 68,795 $ 133,012 % - 3 - 8 - 3 453,875
Accrued liabilities - - - - - - - -
Retained percentages, contracts payable - - - - - - - -
Bond anticipation notes payable - - 2,926,700 . - - - 2,926,700
Due to other governments - - - - - - - -
Due 1o other lunds - 730,000 1,091,593 92 - - - 1,821,685
Other current liabilities 4,100 - - - - - - 4,100
Deferred inflows of resources 203,447 243,493 - - - - - 446,940
Bonds payable - - - - - - 16,422,600 16,422,600
Installment purchase debt - - - - - - - -
Due to retirement systems - - - - - - - -
Landfill closure and post closure costs - - - - - - 55,000 55,000
Compensated absences - - - - - - 124,364 124,364
Total liabilities 337,574 1,095.534 4,087.088 133.104 - - 16,601,964 22,255,264
OTHER CREDITS
Investment in non-current governmental assets - - - - - 37.319.385 - 37.319.385
FUND BALANCES (DEFICIT)
Fund balances (deficit)
Restricted for:
Capital reserves 556,267 1,939.683 - - - - - 2,495,950
Assigned:
Appropriated for 2016-2017 227,000 296,750 - - - - 523,750
Unappropriated - 2.346,972 - - 2,663 - - 2,349,635
Unassigned 2,728,271 - (1,351,306) - - - - 1,376.965
Total fund balances (deficit) 3,511,538 4,583,405 (1,351,306) - 2,663 - - 6,746,300
Total liabilities, other credits
and fund balances S 3849112 S 5678939 S 2,735782 S 133,104 S 2663 S 37319385 S 16,601,964 S 66,320,949

The accompanying Notes to Regulatory Basis Financial Statements are an integral part of these statements.
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VILLAGE OF SARANAC LAKE, NEW YORK
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES AND PRIVATE PURPOSE TRUST
For the Fiscal Year Ended May 31, 2016

REVENUES
Real property taxes
Real property tax items
Nonproperty taxes
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Miscellancous local sources
State aid
Federal aid
Total revenues
OTHER FINANCING SOURCES
Bond anticipation notes redeemed from appropriations
Proceeds of long-term debt
Interfund transfers in
Total revenues and other sources

EXPENDITURES
General government support
Public safety
Health
Transportation
Economic opportunity and development
Culture and recreation
Home and community services
Employee benefits
Debt service
Total expenditures
OTHER USES
Interfund transfers out
Total expenditures and other uscs

Net change in fund balances

FUND BALANCE, beginning of year
FUND BALANCE, end of year

Governmental Fund Types Fiduciary
Special Private Total
Revenue Capital Purpose (Memorandum
General Funds Projects Trust Only)

3,610,293 § - 3 - 3 - S 3,610,293
54,970 - 54,970
132,050 - - - 132,050
325,663 2,159,340 - - 2,485,003
321,864 855,079 - - 1,176,943
196,238 426,951 98 - 623,287
37,036 - - - 37,036
2,653 - - - 2,653
26,107 29,611 - - 55,718
340,566 15,000 482,352 - 837,918
- - 1,949,086 - 1,949,086
5,047,440 3,485,981 2,431,536 - 10,964,957
- - 19,500 - 19,500
- - 10,870,000 10,870,000
- 145,000 328,333 - 473,333
5,047,440 3,630,981 13,649,369 - 22,327,790
508,420 320,128 462,870 - 1,291,418
1,888,551 - - - 1,888,551
5,684 - - - 5,684
862,522 - - - 862,522
47,901 21,963 - - 69,864
280,708 - - - 280,708
141,614 2,128,241 3,081,844 - 5,351,699
302,900 517,466 - - 820,366
117,475 797,400 - - 914,875
4,155,775 3,785,198 3,544,714 - 11,485,687
81,333 247,000 145,000 - 473,333
4,237,108 4,032,198 3,689,714 - 11,959,020
810,332 (401,217) 9,959,655 - 10,368,770
2,701,206 4,984,622  (11,310,961) 2,663 (3,622,470)
3,511,538 § 4,583,405 s (1,351,306) § 2,663 S 6,746,300

The accompanying Notes to Regulatory Basis Financial Statements are an integral part of these statements.
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VILLAGE OF SARANAC LAKE, NEW YORK

COMBINING BALANCE SHEET

SPECIAL REVENUE FUNDS
May 31, 2016
Water Sewer
ASSETS

Cash and cash equivalents $ 733,338 $ 13,508
State and federal receivables - -
Due from other govermments - -
Due from other funds 50,002 981,593
Other receivables, net 417,590 538,665
Prepaid expenses - -
Inventory - -
Restricted assets

Cash and cash equivalents 1,060,158 879,932

Capital assets

Total assets

LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable
Accrued liabilities
Retained percentages, contracts payable
Bond anticipation notes payable

Due to other govemments
Due to other funds

Deferred revenue
Compensated absences

Total liabilities

Fund balances
Restricted for:
Capital reserves
Assigned:
Appropriated for 2016-2017
Unappropriated
Total fund balances

Total liabilities and fund balances

Community
Development

$ 681,238

55,000
267,915

Total

$ 1,428,084

1,086,595
1,224,170

1,940,090

S 2,261,088

$ 2,413,698

$ 1,004,153

S 5,678,939

$ 61,777 $ 60,264 § - $ 122,041
- 675,000 55,000 730,000

- - 243,493 243,493

61,777 735,264 298,493 1,095,534
1,060,158 879,525 - 1,939,683
115,000 181,750 - 296,750
1,024,153 617,159 705,660 2,346,972
2,199,311 1,678,434 705,660 4,583,405

$ 2,261,088

$ 2,413,698

$ 1,004,153

S 5,678,939

The accompanying Notes to Regulatory Basis Financial Statements arc an integral part of these statements.
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VILLAGE OF SARANAC LAKE, NEW YORK
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES
SPECIAL REVENUE FUNDS
For the Fiscal Year Ended May 31, 2016
Total
Special
Community Reveune
Water Sewer Development Funds
REVENUES
Departmental income $ 1,074,400 $ 997,730 $ 87,210 $§ 2,159,340
Intergovernmental charges - 855,079 - 855,079
Use of money and property 417,527 1,045 8,379 426,951
Miscellancous - 29611 - 29,611
Federal aid - - - -
Total revenues 1,491,927 1.898,465 95,589 3,485,981
OTHER FINANCING SOURCES
Bond anticipation notes redcemed from appropriations - - - -
Proceeds of long-term debt - - . -
Interfund transfers in 145,000 - - 145,000
Total revenues and other sources 1,636,927 1,898,465 95,589 3,630,981
EXPENDITURES
General government support 137,038 183,090 - 320,128
Transportation - - - -
Economic opportunity and development - - 21,963 21,963
Culture and recrcation - - - -
Home and community service 1,037,630 1,090,611 - 2,128,241
Employec benefits 244,324 273,142 - 517,466
Debt service 362,400 435,000 - 797,400
Total expenditures 1,781,392 1,981,843 21,963 3,785,198
OTHER USES
Inter fund transfers out 171,000 76,000 - 247,000
Total expenditures and other uscs 1,952,392 2,057,843 21,963 4,032,198
Net change in fund balances (315,465) (159,378) 73,626 (401,217)
FUND BALANCE, beginning of year 2,514,776 1.837,812 632,034 4,984,622

FUND BALANCE, end of year

$ 2,199311 §

1,678,434 S

705,660

S 4.583405

The accompanying Notes to Regulatory Basis Financial Statements are an integral part of these statements.
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VILLAGE OF SARANAC LAKE, NEW YORK
SUMMARY OF ADOPTED BUDGETS FOR THE NEXT FISCAL YEAR
GENERAL FUND, WATER FUND AND SEWER FUND
Reported For the Fiscal Year Ending May 31, 2016

General Water Sewer
ESTIMATED REVENUES
Real property taxes $ 3,616,758 $ - 8 -
Real property tax items 51,356 - -
Non-property taxes 136,750 - -
Departmental income 236,969 1,571,960 1,145,000
Intergovernmental charges 346,194 - 855,000
Use of money and property 101,630 28,800 -
Licenses and permits - - -
Fines and forfeitures - - -
Sale of property and compensation for loss . - -
Miscellaneous 36,750 - 30,000
Interfund revenue 90,000 - -
State aid 350.288 - -
Total estimated revenues 4,966,695 1,600,760 2,030,000
APPROPRIATED FUND BALANCE 227,000 115,000 181,750
Total estimated revenues and other sources 5,193,695 1,715,760 2,211,750
APPROPRIATIONS
General government support 415,855 189,165 218,558
Education - - -
Public safety 2,364,039 - -
Health 7,275 - -
Transportation 1,083,327 - -
Economic opportunity and development 106,158 - -
Culture and recreation 309,098 - -
Home and community service 106,749 771,440 1,210,192
Employee benefits 644,308 263,600 302,500
Debt service 108,293 362,400 454,500
Total appropriations 5,145,102 1,612,605 2,211,750
OTHER USES 48,593 103,155 -
Total appropriations and other uses $5,193,695 $1,715,760 § 2,211,750

The accompanying Notes to Regulatory Basis Financial Statements are an integral part of these statements.
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VILLAGE OF SARANAC LAKE, NEW YORK
NOTES TO REGULATORY FINANCIAL STATEMENTS
For the Fiscal Year Ended May 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Village of Saranac Lake, New York (Village) was established in 1892 and is governed by
the Village Law and other general laws of the State of New York, and various local laws and
ordinances. The Board of Trustees is the legislative body responsible for the overall
operation of the Village and is comprised of the Mayor and four Trustees. The Mayor serves
as chief executive officer and the Treasurer serves as chief fiscal officer. The corporate
boundaries of the Village are situated in portions of the Towns of North Elba and St.
Armand, in Essex County, and the Town of Harrietstown, in Franklin County.

The Village provides general government services, police and fire protection, public works
including streets and bridges, culture and recreation, water, sewer, community development,
and other home and community services to the residents of the Village and certain local area
communities.

The Office of the State Comptroller of the State of New York (OSC) has the basic
responsibility to provide oversight to local governments and other applicable governmental
agencies in the State of New York in accordance with provisions of the State Constitution
and Article 3 of the General Municipal Law of the State of New York. OSC has established
the Accounting and Reporting Manual for local governments pursuant to Section 36 of the
General Municipal Law of the State of New York. OSC has established the required
presentation of the Annual Financial Report Update Document (AUD), which generally
includes a balance sheet, statements of revenues, expenditures and changes in fund balances,
and budget information for each major governmental fund reported. The required
presentation also includes schedules of non-current governmental assets and liabilities, and
statements for proprietary funds and fiduciary funds, if applicable. OSC provides prior year
data in the AUD submitted to each local government, generally as a guide to preparing the
current year report and not for comparative financial statement purposes.

The Village has elected to prepare its financial statements in conformity with the regulatory
basis of accounting and reporting prescribed by the OSC. The Village has elected to present
combined regulatory basis financial statements in this report. The financial statement
presentation in this report presents all fund types and schedules in combined statements, with
additional combining statements for the special revenue funds. A summary of the adopted
budgets for the next fiscal year is also presented for the general fund, water fund and sewer
fund.

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The
prescribed regulatory basis of accounting and reporting is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of
America (GAAP). The regulatory basis of accounting and reporting varies from accounting
principles generally accepted in the United States of America primarily because it does not
require the implementation of GASB Statements number 34, 45 and other applicable
statements, and does not require reporting the government-wide statements of net position
and activities in the AUD. Consequently, the resulting combined regulatory basis financial
statements are not intended to be presented in accordance with accounting principles
generally accepted in the United States of America.

In preparing financial statements in conformity with the regulatory basis of accounting and
reporting referred to above, Village management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the regulatory basis financial statements, and
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VILLAGE OF SARANAC LAKE, NEW YORK
NOTES TO REGULATORY FINANCIAL STATEMENTS
For the Fiscal Year Ended May 31, 2016

the reported amounts of revenues and expenditures during the reporting period. Actual
results could differ from those estimates.

A summary of the significant accounting policies consistently applied in the preparation of
the accompanying regulatory basis financial statements follows.

1. Financial Reporting Entity

In evaluating how to define the Village for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit
in the reporting entity was made by applying the criteria set forth in the regulatory basis of
accounting and reporting prescribed by OSC, which is similar to GAAP. The basic, but not
the only, criterion for including a potential component unit within the reporting entity is the
governing body’s ability to exercise oversight responsibility. The most significant
manifestation of this ability is financial interdependence. Other manifestations of the ability
to exercise oversight responsibility include, but are not limited to, the selection of governing
authority, the designation of management, the ability to influence operations significantly,
and accountability for fiscal matters. A second criterion used in evaluating potential
component units is the scope of public service. Application of this criterion involves
considering whether the activity benefits the Village and/or its citizens, or whether the
activity is conducted within geographic boundaries of the Village and is generally available to
its citizens. A third criterion used to evaluate potential component units for inclusion or
exclusion from the reporting entity is the existence of special financing relationships,
regardless of whether the Village is able to exercise oversight responsibilities. Based on the
application of these criteria, the Village is not considered a component unit of any other
government or organization. Also, the Village does not consider any other governments or
organizations to be component units to be reported as part of the Village’s reporting entity.

Although the following organization, function, or activity is related to the Village, it is not
included in the Village reporting entity because of the reasons noted:

Saranac _Lake Local Development Corporation: The Saranac Lake Local Development
Corporation was incorporated in 2010 under the Not-for-Profit Corporation Law of the State of
New York and is required to comply with applicable provisions of the Public Authorities Law of
the State of New York. The Corporation, as a supporting organization of the Village, shall
comply with the provisions affecting local authorities contained within the Public Authorities
Accountability Act of 2005. The by-laws of the Corporation indicate its main purpose is to
relieve and reduce unemployment; promote and provide additional and maximum employment;
improve and maintain job opportunities; attract new industry; retain existing industries; and
lessen the burdens of government. The public objectives of the corporation are to apply for grants
and loans to achieve its purposes; to acquire real or personal property, or interests therein, for use
by others as industrial or manufacturing plants or commercial enterprises; to foster and
encourage the location or expansion of industrial or manufacturing plants and other commercial
enterprises in the Village of Saranac Lake.

2. Fund Accounting

The Village uses funds and schedules to report its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain government functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts. A schedule, on
the other hand, is a financial reporting device designed to provide accountability for non-
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VILLAGE OF SARANAC LAKE, NEW YORK
NOTES TO REGULATORY FINANCIAL STATEMENTS
For the Fiscal Year Ended May 31, 2016

current governmental assets and liabilities that are not recorded in funds because they do not
directly affect net expendable available financial resources.

Funds are classified into three categories: governmental, proprietary, and fiduciary. Each
category, in turn, is divided into separate “fund types.” For the year ended May 31, 2016, the
Village reported no proprietary funds.

Governmental fund types are used to account for all or most of a government’s activities,
including the collection and disbursement of monies generated for specific purposes (Special
Revenue Funds) and monies generated for the acquisition or construction of capital assets
(Capital Projects Funds). The General Fund is used to account for all governmental activities
not required to be accounted for in other funds.

The following are the Village’s governmental fund types:
a. General Fund

The General Fund is the Village’s principal fund and includes general government
operations, police, fire protection, transportation, culture and recreation, and various other
Village-wide activities not required to be accounted for in other funds.

b. Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue resources
(other than those generated for major capital projects) that are legally restricted to
expenditures for specific purposes. The Village uses the following special revenue funds:

Water Fund - Used to account for revenues generated to finance operations of the
Village’s water treatment and supply facilities that provide drinking water to all Village
residents and organizations, as well as to certain other local communities outside the
Village’s corporate boundaries.

Sewer Fund - Used to account for revenues generated to finance operations of the
Village’s wastewater treatment facilities and sanitary sewer system that is provided to
all Village residents and organizations and certain outside communities.

Community Development Fund - Used to account for federal Community Development
Block Grants and other special aid received by the Village for specific programs.

c. Capital Projects Funds

Capital Project Funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities and equipment.

d. Fiduciary Funds

Fiduciary Funds are used to account for assets held by the Village on behalf of outside
parties, including other governments, or on behalf of other Village funds. Fiduciary funds
can include pension trust funds, investment trust funds, private purpose trust funds, and
agency funds. The Village currently reports agency funds and a private purpose trust.
Agency funds are used to account for assets temporarily held by Village as agent for others
pending disposition to the applicable parties. The private purpose trust fund is used to
account for private contributions for special events.

Page 14



VILLAGE OF SARANAC LAKE, NEW YORK
NOTES TO REGULATORY FINANCIAL STATEMENTS
For the Fiscal Year Ended May 31, 2016

e. Schedules

Non-Current Governmental Assets - The schedule of non-current governmental assets is
used to account for capital assets used in governmental activities. No depreciation is
recorded in this schedule.

Non-Current Governmental Liabilities - The schedule of non-current governmental
liabilities is used to account for bonds payable, state loans, capital leases, and other long-
term liabilities to be redeemed from governmental activities.

3. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus and basis of accounting. The measurement focus used for the
governmental funds is the current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities are measured and reported on
the balance sheet of the various funds. Operating statements of these funds present increases
(i.e., revenues and other financing sources) and decreases (i.e., expenditures and other
financial uses) in net current assets.

The modified accrual basis of accounting is used by all governmental funds. Under the
modified accrual basis of accounting, revenues are recognized when susceptible to accrual
(i.e., when they become both measurable and available). “Measurable” means the amount of
the transaction can be reasonably determined, and “available” means the assets are collectible
within the current period or soon enough thereafter to be used to pay liabilities of the current
period. The Village considers real property taxes available if they are collected within 60
days after year end. A similar availability period is used for revenue recognition for most
other governmental revenues. However, for certain revenues generated on a reimbursement
basis, the Village may use a longer availability period extending up to one year.

Those revenues susceptible to accrual include real property taxes, non-property taxes, water
rents, sewer rents, state aid, and federal aid. Fees from licenses, permits, fines and forfeitures
and other similar revenues generally are not measurable until received and are recognized on
a cash receipt basis.

Governmental fund expenditures are recorded when the fund liability is incurred except that:

- Purchase of inventory type items are recorded as expenditures when the related
amounts are due and payable. This method is generally referred to as the “purchase”
method rather than the “consumption” method.

- Principal and interest on indebtedness are recorded as expenditures when the related
debt service amounts are due and payable, which normally approximates the date the
debt is paid.

- Compensated absences, such as vacation leave and other authorized leave time, which
vest or accumulate with eligible employees, are recorded as expenditures in the
payroll period that the leave credits are used by employees.

- Current pension costs payable to the New York State Retirement Systems are
recorded as expenditures when billed by the Systems.
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- Costs of acquiring capital assets are recorded as expenditures when the related
acquisition amounts are due and payable.

The Village reports deferred revenues on its combined balance sheet. Deferred revenues
arise when potential revenue does not meet both of the “measurable” and “available” criteria
for recognition in the current period. Deferred revenues also arise when resources are
received by the Village before it has a legal claim to them, or for those revenues intended to
be allocated over a period different from the Village's fiscal year. In subsequent periods,
when both revenue recognition criteria are met, or when the Village has a legal claim to the
resources, the liability for deferred revenue is removed from the combined balance sheet and
revenue is recognized.

4. Budgels

Budgets are adopted on a basis consistent with the regulatory basis of accounting and
reporting referred to above. Annual budgets are adopted for the General Fund and all Special
Revenue Funds, except the Community Development Fund. Budgets for the Community
Development Fund are adopted in accordance with the applicable grant and program
requirements, which may involve a fiscal year or period different from the Village’s fiscal
year.

Budgets for the Capital Project Funds are adopted on an as needed basis for each individual
project.

5. Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits and time deposits at the
Village’s designated depositories.

6. Short-Term Interfund Receivables/Payables

During the course of operations, numerous transactions occur between individual funds for
goods provided or services rendered. These receivables and payables are classified as “due
from other funds” or “due to other funds” on the balance sheet.

7. Receivables:

The Village reports receivables from state and federal sources, and for water rents, sewer
rents, community development loans, amounts due from other governments and other
miscellaneous amounts. Generally, receivables for rents and other services provided by the
Village are recorded as of the period in which the services were provided. Receivables from
state, federal and other governmental sources generally involve claims for reimbursement of
expenditures, and are recorded when the related claims and/or drawdown requests are
submitted to grantor agencies, which approximates the period during which the related
expenditures were incurred. Community development loans are recorded when the loan is
made to eligible recipients.

Unpaid water and sewer rents for customers within the Village can be relevied on the
subsequent year’s real property tax levy. Similar unpaid water and sewer rents for customers
located outside the Village but within town special districts can be relevied on the applicable
town’s subsequent year’s real property tax levy for the calendar year beginning January 1.
Relevied rents are collected during the applicable tax collection periods.
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8. Capital Assets

Capital assets include land, buildings, improvements other than buildings and equipment.
These assets are not capitalized in the governmental funds used to acquire or construct them.
Instead, acquisitions of capital assets are reported as expenditures in governmental funds, and
the related assets are reported collectively in the schedule of non-current governmental assets.
No depreciation is recorded in the schedule of non-current governmental assets or in the
governmental funds.

The regulatory basis of accounting and reporting described above require that capital assets
be recorded at historical cost. Donated capital assets are required to be reported at their
estimated fair value as of the date of donation. No depreciation is required to be reported.
The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized. Improvements are capitalized as applicable.

Infrastructure assets consisting of roads, bridges, sidewalks, water systems, sewer systems,
drainage systems, and lighting systems have not yet been capitalized and reported by the
Village since the prescribed accounting principles described above do not currently require
reporting infrastructure assets.

9. Compensated Absences

Village employees are granted vacation, personal, and sick leave, and earn compensatory
absences in varying amounts. Vested vacation, sick leave, personal leave and compensatory
leave expected to be paid from current resources are recorded as liabilities in the
governmental funds, those expected to be paid from future resources are recorded as
liabilities in the schedule of non-current governmental liabilities.

10. Long-Term Debt

Long-term debt for bonds payable, landfill post closure costs and other obligations are not
recognized as liabilities of the governmental funds until the related payments are due. These
liabilities are reported in the schedule of non-current governmental liabilities.

11. Total (Memorandum Only) Columns

Included in the combined Regulatory basis financial statements are columns captioned “Total
(Memorandum Only)” to indicate that they are presented only for information purposes.
Adjustments to eliminate interfund transactions have not been recorded in arriving at such
amounts, and the memorandum totals are not intended to fairly present the financial position
or results of operations of the Village taken as a whole.

NOTE B - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
1. Budgetary Information

The Village’s budgetary practices are governed by the Village Law of the State of New York.
Each year, no later than March 31, the budget officer submits a tentative budget to the Board
of Trustees for the fiscal year commencing the following June 1. The tentative budget
includes proposed expenditures and the proposed means of financing for the General, Water
and Sewer Funds. After public hearings are conducted to obtain taxpayer comments, no later
than May 1, the Board of Trustees adopts the annual budget for the General, Water and Sewer
Funds.
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Budget estimates for the Community Development Fund are established in accordance with
the applicable grant agreements, which generally involve state and federally funded grants
with program years different from the Village’s fiscal year. Capital project budgets are
adopted for each applicable project and do not lapse at the end of a fiscal year, but continue
on until the applicable projects are completed.

During the year, budget modifications may be necessary. Expenditures may not legally
exceed budgeted appropriations at the activity level. Budget modifications that increase or
decrease appropriations for all governmental funds must be approved by the Board of
Trustees. Accordingly, the Board of Trustees takes actions during the year to amend budget
estimates and provide supplementary appropriations as needed.

2. Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for
expenditures of monies are recorded for budgetary control purposes to reserve that portion of
the applicable appropriations, is employed in the governmental funds. Encumbrances are
reported as part of assigned unappropriated fund balances since they do not constitute
expenditures or liabilities. Expenditures for such commitments are recorded in the period in
which the applicable liabilities are incurred.

3. Deficit Fund Balance

The Capital Projects Fund reported an unassigned fund balance deficit of $1,351,306 which
resulted from the temporary financing of capital improvements with short-term bond
anticipation notes. This deficit will be eliminated when the Village issues permanent
financing or pays off the notes from appropriations.

NOTE C - DETAILED NOTES ON ALL FUNDS AND ACCOUNTS

1. Deposits and Investments

The Village’s deposit and investment practices are governed by various statutes of the State
of New York. In addition, the Board of Trustees has adopted its own investment policy as
required by these state statutes. Accordingly, Village monies generally must be deposited in
banks or trust companies authorized to do business in the State of New York, and in demand
and/or time deposit accounts that are insured by the Federal Deposit Insurance Corporation
(FDIC). In addition to demand and time deposit accounts at designated depositories, state
statutes and the Village’s investment policy allow for temporary investments in eligible
securities issued by the federal government and applicable federal agencies, the State of New
York and local governments within the State of New York.

The following are the cash assets in bank accounts reported in the financial statements;

Cash for general operating purposes $ 4,558,873

Cash restricted for reserves 2,496,357
Cash for the private purpose trust 2,663
Total cash and cash equivalents $ 7,057,893
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Cash and cash equivalents reported in the financial statements consist of the following:

Petty cash on hand $ 900
Cash in checking and savings accounts 7,057,893
Total cash and cash equivalents $ 7,058,793

2. Concentration of Credit Risk and Custodial Risk

As indicated above, New York State statutes significantly restrict the type of investments that
generally can be made by the Village to eligible federal, New York State and New York local
government securities. New York State statues also require that demand deposits and time
deposits in excess of FDIC insured amounts must be secured by a pledge of obligations by
depositories consisting of eligible securities or other types of authorized collateral. The
Village’s demand and time deposits were fully insured and collateralized as of May 31, 2016.

3. Real Property Taxes

Real property taxes attach as an enforceable lien on Village property as of June 1 each year.
Real property taxes, which may include delinquent water and sewer rents that are relevied on
the real property tax rolls, are levied on June 1 and are payable by June 30 without penalty.
The Village bills and collects its own real property taxes generally through November 15 of
each year. At that time, uncollected taxes on Village properties located in the three towns are
returned to the Counties of Franklin and Essex, as applicable, for subsequent enforcement
and collection. Any taxes remaining uncollected at December 31 each year are relevied by
the Counties as county tax liens. The full amount of the uncollected taxes returned to the
Counties is paid to the Village on or before the following April 1. Since the Village receives
the total amount of its annual tax levy during the applicable fiscal year, no real property tax
receivables are reported at the end of the fiscal year.

4. Receivables

The Village reports receivables from state and federal sources, and for water rents, sewer
rents, community development loans, amounts due from other governments and
miscellaneous amounts.

5. Capital Assets

Capital assets are used for the Village’s governmental activities and are reported in the

schedule of non-current governmental assets. The following capital assets were reported in
the financial statements for the year ended May 31, 2016:

Balance
Asset Category S/31/2016
Land $ 1,250,000
Buildings 30,228,670
Improvements other than buildings 225,800
Machinery and equipment 5,514,915
Totals $ 37,219,385
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6. Interfund Transactions

The following is a summary of interfund receivables and payables reported in the financial
statements as amounts due to and due from other funds at May 31, 2016:

Due from Due to
Fund other Funds other funds
General $ 735090 $ -
Community Development 55,000 55,000
Water 50,002 -
Sewer 981,593 675,000
Capital Projects - 1,091,593
Agency - 92
Totals $ 1,821,685 §$ 1,821,685

During the year, the following transfers were made between the various funds:

Fund Transfers in Transfers out
General $ - 3 81,333
Community Development - -
Water 145,000 171,000
Sewer - 76,000
Capital Projects 328,333 145,000
Totals $ 473,333 § 473,333

7. Deferred Inflows of Resources

Deferred inflows of resources are recognized in the general fund and the community
development fund. In the general fund, the Village recognizes revenues from fire protection
and emergency service contracts with certain surrounding towns based on the contract period
January 1 to December 31. Such contracts require the towns to make payment of the annual
amounts in February of each year. Deferred inflows of $203,447 reported in the general fund
include allocation of the contract payments due in February 2016 to the period June 1, 2016
to December 31, 2016.

In the community development fund, deferred inflows of $243,493 are reported for the
amount of outstanding principal on rehabilitation loans and economic development loans
from the Community Development Block Grants that are expected to be repaid and become
available for additional loans. When the loan payments are received, revenue is recognized
to the extent of both principal and interest received. When repaid funds are reloaned, a
corresponding expenditure will be recorded for the amount of the new loans. When a loan is
written off or determined to be uncollectible, a corresponding decrease in the amount of
deferred revenue is made in the same period, the effect of which is to reduce the overall
amount of funds available for future loans.
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8. Compensated Absences

Village employees are granted vacation, personal, and sick leave, and earn compensatory
absences in varying amounts. Subject to contractual agreements, in the event of termination
or upon retirement, an employee may be entitled to payment for accumulated vacation, sick
leave and unused compensatory time at various rates subject to certain maximum limitations.
Vested vacation, sick leave, personal leave and compensatory leave credits to be paid from
future resources amounted to $124,364 at May 31, 2016 and are recorded as long-term
liabilities in the schedule of non-current governmental liabilities.

9. Indebtedness

Bond Anticipation Notes:

The Village issues bond anticipation notes to temporarily finance capital improvements and
other authorized acquisitions before permanent, long-term financing is obtained. The

following is a summary of the Village’s bond anticipation notes recorded in the Capital
Project Funds for the year ended May 31, 2016:

Bond anticipation notes payable - beginning of year $ 11,524,141
Notes issued during year 3,267,059
Notes redeemed during year (11,864,500)
Bond anticipation notes payable - end of year $ 2,926,700

The following bond anticipation notes were outstanding at May 31, 2016:

Purpose Issue Date Due Date Interest Rate Principal Balance
EFC STIFF - LWCS Sewer 6/11/2015 6/20/2019 0.00% $ 1,660,697
EFC STIFF - Final Clarifier 3/3/2016 4/9/2020 0.00% 1,266,003

Total Bond Anticipation Notes Payable $ 2,926,700
Bonds:

The Village issues bonds and other types of long-term debt to provide permanent financing
for capital improvements and other authorized acquisitions for its governmental activities. A
summary of the Village’s bonds payable recorded in the schedule of non-current
governmental liabilities for the year ended May 31, 2016 is as follows:

Bonds payable - beginning of year $ 6,450,000
Bond principal issued during year 10,870,000
Bond principal paid during year (897,400)
Bonds payable - end of year $ 16,422,600
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The following bonds were outstanding as of May 31, 2016:

Balance
Bonds Issue Date Maturity Date  [nterest Rate 5/31/2016
Sewer project EFC CW SIB 9/28/2006 4/1/2036 0.00% $ 4,080,000
Public improvement serial bonds 2/1/2001 8/1/2021 1.50% 1,175,000
Public improvement serial bonds 11/15/2011 11/15/2021 2.39% 660,000
Alternate Water Source - EFC SIB 9/24/2015 2/19/2045 0.00% 10,507,600
Total bonds payable $ 16,422,600
Aggregate minimum annual maturities of bonds payable are as follows:
Fiscal Years Ending Total Principal Interest
May 31, 2017 $ 923,690 $ 892,400 §$ 31,290
May 31,2018 922,719 897,400 25,319
May 31, 2019 914,737 895,400 19,337
May 31, 2020 905,638 892,400 13,238
May 31, 2021 904,269 897,400 6,869
May 31, 2022 to 2026 2,918,800 2,917,000 1,800
May 31, 2027 to 2031 2,857,000 2,857,000 -
May 31, 2032 to 2036 2,912,000 2,912,000 -
May 31, 2037 to 2041 1,812,000 1,812,000 -
May 31, 2042 to 2045 1,449,600 1,449,600 -
Total Payable to Maturity $ 16,520,453 $ 16,422,600 $ 97,853

10. Landjfill Post Closure Monitoring Costs

The Village landfill was closed at the end of the fiscal year ending May 31, 1997. Under
current regulations, the Village is responsible for monitoring the closed landfill for a 30 year
period after the closing date. The Village has contracted with a firm to conduct landfill
sample collection, testing and monitoring. The firm uses Village equipment to do other
testing and reimburses the Village for that use. Village officials have estimated that
monitoring costs will be approximately $5,000 per year for the remaining 15 years. This
estimated liability of $55,000 is recorded as a long-term liability in the schedule of non-
current governmental liabilities.

11. Restricted Assets and Restricted Fund Balances

The Village reports restricted assets and restricted fund balances in the combined regulatory
basis balance sheet. Restricted assets and resultant restricted fund balances generally
represent assets set aside in reserves to be used for specific future purposes. Generally, these
restricted assets and restricted fund balances result from actions taken by the Board of
Trustees to set aside and restrict cash assets for future capital improvements and debt service
payments.
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The following is an analysis of the restricted assets reported as of May 31, 2016:

Cash restricted for reserves
Capital reserves 2,496,357

Total restricted cash and fund balances $§ 2,496,357

NOTE D — OTHER INFORMATION

1. Pension Plans - New York State Retirement System

Plan Description:

The Village participates in the New York State and Local Employees’ Retirement System
(ERS), the New York State and Local Police and Fire Retirement System (PFRS) and the
Public Employees Group Life Insurance Plan (collectively, the NYSLRS). These are cost-
sharing multi-employer retirement systems. The NYSLRS provide retirement benefits as
well as death and disability benefits. Obligations of employers and employees to contribute
and benefits to employees are governed by the New York State Retirement and Social
Security Law (NYSRSSL). As set forth in the NYSRSSL, the Comptroller of the State of
New York (Comptroller) serves as sole trustee and administrative head of the NYSLRS. The
Comptroller shall adopt and may amend rules and regulations for the administration and
transaction of the business of the NYSLRS and for the custody and control of their funds.
The NYSLRS issue a publicly available financial report that includes financial statements
and required supplementary information. That report may be found at

www.osc.state.ny.us/retire/publications/index.php or obtained by writing to the New York
State and Local Retirement Systems, 110 State Street, Albany, New York 12244.

Funding Policy:

The NYSLRS are noncontributory except for employees who joined the ERS after July 27,
1976, who contribute 3% of their salary for the first ten years of membership, and employees
who joined on or after January 1, 2010 (ERS) and January 9, 2010 (PFRS) who contribute 3%
of their salary for their entire length of service. Under the authority of the NYSRSSL, the
Comptroller annually certifies the actuarially determined rates expressly used in computing
the employers’ contributions based on salaries paid during the NYSLRS’ fiscal year ended
March 31. Employers are billed for contributions based on the NYSLRS’ fiscal year April 1
to March 31, with the payment becoming due on the December 15 prior to the end of the
NYSLRS’ plan year. Recent legislation allowed employers to delay payment until the
following February 1 with additional interest costs. The Village opted to pay the billings as of
December 15 rather than delay the payment to February 1 and incur additional interest costs.
The required contributions billed to and paid by the Village for the current year and the two
preceding years were:

Billing Due Date Total ERS PFRS

December 15, 2015 $ 366,636 $ 304,631 § 62,005
December 15, 2014 540,810 350,100 190,710
December 15, 2013 519,148 334,685 184,463
Totals $ 1,426,594 $ 989,416 $§ 437,178
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Contributions made to the NYSLRS were equal to 100% of the contributions required for
each year.

Chapter 49 of the Laws of 2003 of the State of New York was enacted which made the
following changes to the System:

¢ Requires minimum contributions by employers of 4.5 percent of covered payroll every
year, including years in which the investment performance of the pension fund would
make a lower contribution possible;

o Changed the cycle of annual billing such that the contribution for a given plan fiscal year
ending March 31 will be based on the value of the pension fund on the prior April 1.

Chapter 260 of the Laws of 2004 of the State of New York was enacted that allows local
employers to bond or amortize a portion of their retirement billings for prior plan fiscal years
ending March 31, 2005 through 2009 for up to ten years. Chapter 57 of the Laws of 2010 of
the State of New York was enacted that allows local employers to amortize a portion of their
current retirement billings for up to ten years.

The Village chose not to bond or amortize applicable retirement billings, but to pay all
required contributions on a current basis.

2. Post Employment Benefits

In addition to providing pension benefits, the Village provides health insurance coverage
benefits for retired employees, subject to contractual agreements. If granted through a
collective bargaining agreement or employment contract, employees may become eligible for
these benefits if they reach normal retirement age while working for the Village. Health care
benefits are provided through an insurance company whose premiums are based on the
benefits paid during the year or community ratings. With the exception of existing retirees
and police officers, the Village no longer provides paid health insurance as a post
employment benefit.

The Village recognizes the cost of providing benefits by recording its share of the insurance
premiums as expenditures in the year paid. During the year ended May 31, 2016, $104,448
was paid on behalf of 19 retirees, and this cost was allocated as expenditures of the General,
Water and Sewer funds.

3. Deferred Compensation Plan

The Village participates in the New York State Deferred Compensation Plan (Plan) and
offers its employees the option to participate in the Plan. In October 1997, The New York
State Deferred Compensation Board (Board) created a Trust and Custody agreement with
Chase Manhattan Bank to serve as trustee and custodian of the Plan. Since the Board no
longer serves as Trustee of the Plan, the Office of the State Comptroller advised participating
municipalities that they are no longer required to record the value of Plan assets in their
regulatory basis financial statements

4. Risk Management and Insurance
The Village assumes the liability for most risk, including, but not limited to, property damage

and personal injury liability, for which it obtains insurance coverage. Judgments and claims
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are recorded when it is probable that an asset has been impaired or a liability has been
incurred and the amount of loss can be reasonably estimated.

3.

Commitments and Contingencies

State and federal grant programs:

The Village participates in a number of grant programs and has received funding from
various state and federal agencies. These programs are subject to financial and compliance
audits by the grantors or their representatives. Such audits may result in disallowances and
requests for return of funds to the applicable state and federal agencies. Based on past audit
experiences, Village management believes disallowances, if any, will be immaterial.

6. Subsequent Events

A

The Village is contracting with the Town of North Elba to convert the prior landfill that
was closed many years ago into an athletic field. The financing for this project will be
covered by a NYS Parks and Recreation Grant.

Mt. Pisgah/NYS Parks Project: The project has been concluded and final reimbursement
has been submitted. NYS issued payment, less $60,000 which is a 10% retainage on the
grant. The Village has not yet received its final payment from NYS Parks.

Hydro Power: The Village is continuing to explore the costs and benefits of hydro-
electric power generation at both its 3 Main and 17 Main Street locations. The Village
started working on getting its facilities approved for Net-Metering.

. Union Contracts: The PBA contract expired on May 31, 2012. Negotiations restarted

following the selection of a new PBA attorney. The PBA contract remains open at this
time. The contract with the Service Employees International Union ended May 31, 2017
and is being renegotiated at this time.

Sewer Projects: The Village has substantially completed two major projects funded via
Environmental Facilities Corporation (EFC), replacement of damaged final clarifiers and
upgrades to Lake Flower Lift Station. Wastewater final clarifiers one and two were
damaged during the 2011 floods, the project was substantially completed August of 2016,
and few punch list items remain open as of June 1, 2017. Short-term financing has been
made available to the Village from EFC for this project, funding of 87.5% of the total
project will be provided by FEMA, final closeout for the project funding will be
determined for long-term financing or immediate payment of the balance from sewer debt
reserves. Lake Flower Lift Station was completely rebuilt including; installation of new
electrical generator, controls and screening of the facility completed May of 2017. Both
projects were funded via EFC funding, which the village did receive hardship designation
as determined by the Governor’s Office. EFC has also funded engineering of two
additional projects listed on the IUP, Brandy Brook Sewer line replacement and
Woodruff St. siphon line replacements.

Lake Flower Sidewalk Project: The contracts let by NYS DOT for this project came in
significantly under budget. The Village had to make a $190,000 contribution based on
the original estimates. Based on the final contract amounts, the Village is due a refund of
approximately $52,000 that has been outstanding since January 2015. The amount of
$53,066.72 was received in late August 2017.
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G. Village Treasurer; The Village Treasurer resigned her position in August 2017 to move
to another state. The position remained open for several months and the responsibilities
were being performed by an Interim Village Treasurer, a former Village Treasurer. The
position was advertised and was filled by the end of October 2017.
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Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Entity Identifying
Program or Cluster Title Number Number

U. S. Depantment of Homeland Security - FEMA/
New York State Division of Homeland Sccurity and Emergency Services
Disaster Grants - Public Assistance 97.036 FEMA-1993-DR-NY

Tolals

Federal

Expenditures

1,949,086

$

1,949,086
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NOTE A - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the
federal grant activity of the Village of Saranac Lake, New York (Village) under programs of
the federal government for the year ended May 31, 2016. The information in this Schedule is
presented in accordance with the 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). Because the Schedule presents only a selected portion
of the operations of the Village, it is not intended to and does not present the financial
position, results of operations and changes in fund balance of the Village.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the regulatory basis of accounting and
reporting prescribed by the Office of the State Comptroller of the State of New York (OSC)
for submitting annual financial reports to that office. Such expenditures are recognized
following the cost principles contained in the Uniform Guidance. There are no indirect costs
or negative amounts reported on the Schedule.

The Village is defined in Note A to the regulatory basis financial statements. Federal awards
received directly from federal agencies as well as federal awards passed through other
government agencies are included on the schedule.

Federal award revenues are shown in the financial statements as federal aid revenue in the
following funds:

Fund Amount

General fund $ -
Sewer fund -
Community development fund -
Capital projects fund 1,949,086
Total federal aid $ 1,949,086

NOTE C - NON-CASH ASSISTANCE
The Village did not receive non-cash assistance during the year ended May 31, 2016.
NOTE D - LOANS AND LOAN GUARANTEES

The Village has no loan or loan guarantee programs. The Village participated in various
programs that provided community development loans for rehabilitation and economic
development to eligible individuals and organizations. Repayment of these loans can be used
for other authorized activities. The Village had $267,915 in community development loans,
net of uncollectible accounts, outstanding as of May 31, 2016.
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NOTE D - INSURANCE

The Village did not participate in any federal insurance programs during the fiscal year ended
May 31, 2016.

NOTE E - SUBRECIPIENTS
The Village did not have any subrecipients during the year ended May 31, 2016.
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None
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Independent Auditor’s Report

Mayor and Board of Trustees
Village of Saranac Lake, New York

We were engaged to 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, the
regulatory basis financial statements as reported in the Annual Financial Report Update
Document of the Village of Saranac Lake, New York (Village) as of and for the fiscal year ended
May 31, 2016, and the related notes to the financial statements, which collectively comprise the
Village’s regulatory basis financial statements and have issued our report thereon dated
November 11, 2017.

Internal Control over Financial Reporting

The Mayor, Board of Trustees and other management of the Village are responsible for
establishing and maintaining effective internal control over financial reporting. In connection
with our engagement to audit the financial statements of the Village, we considered the Village’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements as reported in the Annual Financial Report Update Document, but not for the purpose
of expressing an opinion on the effectiveness of the Village’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Village’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses and
significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified a deficiency in internal
control, item #2016-001, that we consider to be a significant deficiency.

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 combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the Village’s financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency,
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or combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by the Mayor and Board of Trustees who are charged with
governance.

Compliance and Other Matters

In connection with our engagement to audit the financial statements of the Village, we performed
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinion. The results of our tests disclosed that the deficiency referred to above and reported in
the schedule of findings and questioned costs, item #2016-001, was also an instance of
noncompliance or other matters that is required to be reported under Government Auditing
Standards.

Village’s Response to Findings

The Village’s response to the findings identified in our engagement is described in the attached
corrective action plan. The Village’s response was not subjected to the auditing procedures
applied in the engagement to the audit of the financial statements and, accordingly, we express
no opinion on it.

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 Village’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 Village’s
internal control and compliance. Accordingly, this communication is intended for the
information of the Mayor, Board of Trustees, other management of the Village, and for filing
with the federal audit clearinghouse and applicable agencies of the State of New York, and is not
intended for any other purpose.

’ CFPA

Richard H. Dinolfo CPA
Queensbury, New York
November 11, 2017
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Richard H. Dinolfo
Certified Public Accountant

1S Willow Road

Queensbury, New York 12804-1240
518-793-9331

518-798-0904 FAX
rdinolfo@gmail.com

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

Independent Auditor’s Report

Mayor and Board of Trustees
Village of Saranac Lake, New York

Report on Compliance for Each Major Federal Program

We have audited the Village of Saranac Lake, New York’s (Village) compliance with the types
of compliance requirements described in the U. S. Office of Management and Budget (OMB)
Compliance Supplement, that could have a direct and material effect on each of the Village’s
major federal programs for the year ended May 31, 2016. The Village’s major federal programs
are identified in the summary of independent auditor’s results section of the accompanying
Schedule of Findings and Questioned Costs.

Management’s Responsibility

The Mayor, Board of Trustees and other management of the Village are responsible for
compliance with federal statutes, regulations and the terms and conditions of its federal awards
applicable to its federal programs

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Village’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 Village’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.
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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 on the
Village’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Village 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 May 31, 2016.

Report on Internal Control Over Compliance

The Mayor, Board of Trustees and other management of the Village are 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 Village’s internal control over compliance with the types of requirements that
could have a direct and material effect on a 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 Village’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 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 the Mayor and
Board of Trustees who are 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 or significant deficiencies. = However, material weaknesses and significant
deficiencies may exist that have not been identified.
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Purpose of this Report

The purpose 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 intended for any other
purpose.

/

=y

Richard H. Dinolfo CPA

Queensbury, New York
November 11, 2017

CPA-
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VILLAGE OF SARANAC LAKE, NEW YORK

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended May 31, 2016

Section | - Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

e Material weaknesses identified? Yes X No
¢ Significant deficiencies identified? X _Yes None
Reported
Noncompliance material to financial statements noted? Yes X No
Federal Awards

Internal control over major programs:

e Material weaknesses identified? Yes X No
o Significant deficiencies identified? 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
2 CFR 200.516(a)? Yes X No

Identification of major programs:

CFDA Numbers 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? X Yes No
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VILLAGE OF SARANAC LAKE, NEW YORK

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended May 31, 2016

Section II — Financial Statement Findings

2016-001 Need for Improvements in the Accounting System and Financial Reporting

Criteria: The Village is required by applicable provisions of the General Municipal Law of the
State of New York to file an Annual Financial Report Update Document (AUD) with the Office
of the State Comptroller of the State of New York (OSC) that has been prepared in accordance
with the regulatory basis of accounting and reporting prescribed by OSC.

Condition: The Village’s accounting system did not accurately identify a certificate of deposit
for over $1,000,000 and certain other required accounts. The fixed asset records appeared to
include building assets based in part on insurable values rather than historical cost, and may have
included fire fighting vehicles owned by the volunteer fire department and not the Village.

Context: The Village’s accounting system and records are the primary source of information
needed to prepare annual financial statements.

Effect: The Village’s AUD filed with OSC was not complete, and not in accordance with the
accounting and reporting practices prescribed by OSC. The AUD needed to be amended in
November 2017. Because of the need to correct the financial statements and other matters, the
single audit report for the year ended May 31, 2016 was not completed and filed within nine
months after the end of the Village’s fiscal year.

Cause: The former Village Treasurer left office and the next Village Treasurer resigned in
August 2017. Turnover in that key office contributed to the conditions noted above. officials
have not yet developed a process to take an inventory count of property and equipment assets and
record such assets in their accounting records.

Recommendation:  Village officials should attempt to improve the accounting system and
supporting documentation for reporting in the next annual AUD.

Views of responsible officials and planned corrective actions: See attached corrective action
plan.

Section III - Federal Award Findings and Questioned Costs

None
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Capital of the Adirondacks™

Village of Saranac Lake 39 Main Street, 2nd Floor Suite 9 + Saranac Lake, NY 12983-2294 + Phone: (518) 891- 4150 + www.saranaclakeny.gov

11-11-17

Richard H. Dinolfo

Certified Public Accountant

Re: Single Audit response

To Whom It May Concern:

The Village of Saranac Lake is responding to the findings in the May 2016, Single Audit Response as
follows:

il The Village recognizes that the Treasurer position has had significant turnover within the last
few years, causing the AUD to be filed with several inconsistencies, and completion of the Single Audit
filed after the due date. The Village has secured a new Treasurer, Elizabeth Benson, and she will
address the issues of inconsistencies and timing.

2. The Village recognizes that equipment and buildings/land have been recorded as replacement
value rather than at historical cost. The Village will take steps to create a process to properly record
historical values of each identified necessary item.

Sincerely,

%/ﬂ/ mczgc«g/‘

John Sweeney,Village Manager
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