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SECTION A
FINANCIAL SECTION




J Freed Maxick & Battaglia, CPAs, PC

Independent Auditor’s Report

Water Division of the ,
Board of Public Utilities of the
City of Jamestown

Jamestown, New York

We have audited the accompanying statements of net assets of the Water Division of the Board
of Public Utilities of the City of Jamestown, New York (the Division), one of the five divisions
comprising a blended component unit of the City of Jamestown, New York, as of December 31,
2010 and 2009, and the related statements of revenues, expenses and changes in net assets and
cash flows for the years then ended. These financial statements are the responsibility of the
Division's management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Division as of December 31, 2010 and 2009, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The management's discussion and analysis and the schedule of funding progress for retiree health
plan on pages 1 through 3 and A19 are not a required pait of the basic financial statements but
are supplementary information required by the accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the supplementary information. However, we did not audit the information and express no

opinion on it.
Fuad, Mok Méz% (s M

Batavia, New York
April 7,2011







Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Division’s basic
financial statements. The Division’s basic financial statements are comprised of two
components: 1) financial statements and 2) notes to the financial statements. This report

also contains other supplementary information in addition to the basic financial
statements themselves.

The statement of net assets presents information on all of the Division’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the

financial position of the Division is improving or deteriorating.

Condensed Statements of Net Assets

2010 2009
Current assets $ 2,514,951 $ 2,222,535
Capital assets 19,146,568 18,740,635
Other assets 965.003 1,391.810
Total assets $.22.626,522 $.22.354,980
Current liabilities $ 644,251 $ 723,283
Other non-current liabilities 1.404.622 1,388.457
Total liabilities 2.048.873 2.111.740
Net assets:
Invested in capital assets, net of related debt 19,146,568 18,740,635
Unrestricted 1.431,081 1,502,605 . .-
Total net assets 20,577,649 20.243.240
Total liabilities and net assets $ 22.626.522 $.22.354,980

The statement of revenues, expenses and changes in net assets shows the business-type
activity of the Division and provides information regarding income and expenses that

affect net assets.




Condensed Statements of Revenues, Expenses and Changes in Net Assets

010 2009
Operating revenues $ 4,447,901 $ 4,564,153
Operating expenses , 4,186,294 4.434.436
Operating income 261,607 129,717
Non-operating revenue (expense) - 72.802 127.711
Change in net assets $___ 334,409 $__ 257428

The summary of accounting policies and notes to the financial statements provide
additional information that is essential for a full and complete understanding of the
information provided in the financial statements. In addition to the basic financial
statements, summary of accounting policies and accompanying notes, this report also
includes certain supplemental information that may be beneficial to the reader.

Capital Assets and Debt Administration

The largest portion of the Division’s net assets is the investment in capital assets, net of
related debt of $19,146,568 or 84.6% of total assets. The investment in capital assets
includes the buildings, vehicles and equipment. During 2010 and 2009, the Division
added . $2,712,665, including construction work in progress of $1,566,076 and
$2,942,143, including construction work in progress of $1,096,170, respectively, in
capital assets. The Division disposed of $67,052 and $45,857 of assets during 2010 and
. 2009, respectively.

Economic Factors That Will Affect the Future

The Division remains committed to developing and enlarging its customer base. Iis
ability to successfully accomplish this is at least in part based upon the economic outlook
for the City of Jamestown. Continued success in this area will enable the Division to
continue to annually increase its net assets and allow it to generate positive cash flows.

Contacting the Waste Water Division
Board of Public Utilities’ Financial Management

This financial report is designed to provide a general overview of the Division’s finances
and to show the Division’s accountability for the money it receives. If you have
questions about this report or need additional financial information, contact the Business
Manager, Mike Anderson, at PO Box 700, 92 Steele Street, Jamestown, NY 14702-0700.




WATER DIVISION - BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
STATEMENTS OF NET ASSETS

DECEMBER 31,
2010 2009
ASSETS
Curent assets:
Cash and cash equivalents $ 1,717.411 $ 1,443,288
Accounts receivable 378,169 366,483
Accounts receivable - related parties 76,241 105,691
Inventories 322,375 280,699
Other current and accrued assets 20,755 26,374
Total current assets 2,514,951 2,222,535
Other assets and investments:
Note receivable - District Heating Division 611,502 1,249,419
Note receivable - Solid Waste 240,488 -
Non-utility property 3,847 3,847
Total other assets and investments 855,837 1,253,266
Water plant:
In service - at cost 33,114,346 31,624,586
Construction work in progress 85,133 495,356
33,199,479 32,119,942
Less: accumulated depreciation 14,052,911 13,379,307
Total water plant 19,146,568 18,740,635
Deferred charges 109,166 138,544
Total assets 22,626,522 22,354,980

See notes to basic financial statements
Al




WATER DIVISION - BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
STATEMENTS OF NET ASSETS

DECEMBER 31,
(Continued)
2010 2009
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable:
Trade 85,618 91,660
Related parties 66,570 79,703
Consumer deposits 266,888 257,899
Other current and dccrued liabilities 225,175 294,021
Total current liabilities 644,251 723,283
Non-current liabilities:
Accumulated postretirement benefit obligation 1,404,622 1,388,457
Total other non-current liabilities 1,404,622 1,388,457
Total liabilities 2,048,873 2,111,740
Net assets:
Invested in capital assets 19,146,568 18,740,635
Unrestricted 1,431,081 1,502,605
Total net assets $ 20,577,649 $ 20,243,240

See notes to basic financial statements
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WATER DIVISION - BOARD OF PUBLIC UTILITIES

CITY OF JAMESTOWN, NEW YORK

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED DECEMBER 31,

Operating revenues

Operating expenses:
Source of supply
Power and pumping
Transmission and distribution
Consumer accounts
Administrative and general
Depreciation
Taxes
Contributions in lieu of taxes

Total operating expenses

Operating income
Non-operating revenue:
Interest income
Gain on disposal of fixed assets
Total non-operating revenue
Change in net assets

Net assets - beginning of year

Net assets - end of year

010 2009
4,447,901 § 4,564,153
29,922 77,943
577,786 524,941
780,806 925,809
375,771 425,016
778,452 748,911
740,656 823,019
119,290 123,979
783,611 784,818
4,186,294 4,434,436
261,607 129,717
5,750 7,063
67,052 120,648
72,802 127,711
334,409 257,428
20,243,240 19,985,812
20,577,649 - § 20,243,240

See notes to basic financial statements




WATER DIVISION - BOARD OF PUBLIC UTILITIES

CITY OF JAMESTOWN, NEW YORK

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31,

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers $
Cash paid to suppliers and employees
Cash paid for taxes and payments in lieu of taxes

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Loans to other divisions
Collection of loan to other divisions

NET CASH PROVIDED BY NONCAPITAL
FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Acquisition and construction of capital assets
Proceeds from sale of capital assets

NET CASH USED BY CAPITAL AND RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest income

NET CASH PROVIDED BY INVESTING ACTIVITIES

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year | $

2010 2009
4436215 $ 4,569,609
(2,610,862) (2,779,995)

(904,322) (909,906)
921,031 879,708
29,450 267,431
397,429 632,396
426,879 899,827
(1,146,589) (1,845,973)
67,052 26,358
(1,079,537) (1,819,615)
5,750 7,063
5,750 7,063
274,123 (33,017)
1,443,288 1,476,305
1,717,411 $ 1,443,288

See notes to basic financial statements.
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WATER DIVISION - BOARD OF PUBLIC UTILITIES

CITY OF JAMESTOWN, NEW YORK

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31,

(Continued)

Reconciliation of operating income to net cash provided by

operating activities:
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation
Change in operating assets and liabilities:
Decrease (increase) in:
Accounts receivable
Inventories
Other current and accrued assets
Deferred charges
Increase (decrease) in:
Accounts payable
Accumulated postretirement benefit obligation
Consumer deposits
Other current and accrued liabilities

Net cash provided by operating activities

See notes to basic financial statements.

AS

010 2009
$ 261,607 $ 129,717
740,656 823,019
(11,686) 5,456
(41,676) 1,935
5,619 (7,924)
29378 6,574
(19,175) (160,386)
16,165 88.171
8,989 25,900
(68,846) (32,754)
$ 921,031 $ 879,708




WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

BUSINESS

The Water Division of the Board of Public Utilities of the City of Jamestown (the Division)
distributes water to its consumers in and around the City of Jamestown. The Division grants
credit for sales made.

The Water Division is one of five divisions’ that comprise the Board of Public Utilities which is
a blended component unit of the City of Jamestown.

BASIS OF PRESENTATION

The financial statements of the Division have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles. The
Division is engaged only in business-type activities as defined in GASB Statement No. 34.
In compliance with GASB Statement No. 20, the Division applies all applicable GASB
pronouncements, as well as, Financial Accounting Standards Board’s (FASB) Accounting
Standards Codification unless these standards conflict with or contradict GASB
pronouncements.

The financial statements are prepared using the flow of economic resources measurement
focus and the accrual basis of accounting. Under this method, revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when the cash
is received or paid. Nonexchange transactions in which the Division gives or receives value
without directly receiving or giving equal value in exchange include grants and donations.
Revenue from grants and donations are recognized in the fiscal year in which all eligibility
requirements have been satisfied.

The Division distinguishes operating revenues and expenses from nonoperating items in its
financial statements. Operating revenues and expenses generally result from providing services
and delivering goods in connection with the Division’s principal on-going operations. The
principal operating revenue of the Division’s funds are charges to customers for sales and
services. Operating expenses include the costs of sales and services, administrative expenses and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses.
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES (Continued)

WATER PLANT AND DEPRECIATION

Water plant assets are stated at cost, which includes salaries and benefits, transportation costs,
and overhead. Depreciation of water plant assets are computed using group composite straight-
line rates. When water plant assets are retired, their cost, together with the cost of removal less
salvage, if any, is charged to accumulated depreciation.

Provision has been made for depreciation of water plant at the straight-line composite rates listed
below:

Structures and wells 2.4%
Processing equipment 3.6% - 5.0%
Transmission plant 1.0%
Distribution plant 1.0%
Services 2.0%
General plant:
Transportation equipment 15.0%
Tools and work equipment 1.5% - 10.0%
Other equipment 50% - 7.0%
REVENUE RECOGNITION

Customers are billed based on usage. Revenue is recognized based upon billings.

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows, the Division considers all highly liquid investments
purchased with a maturity of three months or less, when purchased, to be cash equivalents.

INVENTORY
Inventory is valued at cost utilizing the average cost method for the Division.

POST EMPLOYMENT BENEFITS

The Division provides health insurance coverage for current and future retirees and their spouses
as described at Note 7.
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES (Continued)

HEALTH INSURANCE

The Water Division of the Board of Public Utilities of the City of Jamestown funds its health
costs through self-insured health premiums. The Division employs an administrator to manage
the self-insurance plan. Monthly premiums, based on prior experience, are deposited in a
separate bank account from which the administrator pays out funds for health claims,
prescriptions, administration fees, and stop loss insurance premiums. Stop loss coverage is
$100,000 per occurrence, effective May 1, 2010.

ACCOUNTS RECEIVABLE

Accounts receivable are carried at their net realizable value. The Division’s policy is to accrue a
penalty on past due customer receivables. Management determined that no provision for
uncollectible accounts was necessary as of December 31, 2010 and 2009 since amounts can be
relevied on the City tax roll for collection.

UTILIZATION OF ESTIMATES

Management uses estimates and assumptions in preparing financial statements in accordance
with accounting principles generally accepted in the United States of America. Those estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities at the date of the financial statements, and the reported revenues and
expenses during the reporting period. Actual results could differ from these estimates.

NET ASSETS

Net assets are classified into two categories according to availability of assets for satisfaction of’
the Division’s obligations. 'The Division’s net assets are classified as follows:

Invested in capital assets, net of related debt - This represents the Division’s total investment
in capital assets, net of outstanding debt obligations related to those capital assets. To the
extent debt has been incurred but not yet expended for capital assets, such amounts are not
included as a component of invested in capital assets, net of related debt.

Unrestricted - Unrestricted net assets represent resources derived from services and other
operating revenue.

RECLASSIFICATIONS

Certain reclassifications have been made to the 2009 financial statements to conform fo the
current year financial statement presentation. Such reclassifications did not affect income from
operations or total net assets.
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WATER DIVISION

BOARD OF PUBLIC UTILITIES

CITY OF JAMESTOWN, NEW YORK

NOTES TO FINANCIAL STATEMENTS

NOTE 2 - WATER PLANT CAPITAL ASSETS

Listed below are the major classes of plant assets:

Land

Springs and wells

Structures, reservoirs

‘and standpipes

Processing equipment

Mains and accessories:
Transmission
Distribution

Services

General plant

Construction work in progress

Less accumulated depreciation:

Springs and wells
Structures, reservoirs and
standpipes

Processing equipment

Mains and accessories:
Transmission
Distribution

Services

General plant

Total accumulated depreciation

Total water plant

Balance Balance

12/31/09 Additions Deletions 12/31/10
170,203 $ - $ - $ 170,203
1,212,675 60,158 - 1,272,833
3,458,106 67,607 - 3,525,713
1,044,851 46,810 - 1,091,661
2,323,837 - - 2,323,837
9,049,057 649,950 - 9,699,007
5,888,636 237,624 31,939 6,094,321
8,477,221 494,663 35,113 8,936,771
495356 1.155.853 1.566.076 85.133
32,119,942 2.712.665 1.633.128 33.199.479
566,201 25,549 - 591,750
1,655,092 62,605 - 1,717,697
903,059 22,757 - 925,816
817,880 23,238 - 841,118
2,223,440 98,749 - 2,322,189
979,116 121,680 31,939 1,068,857
6.234.519 386.078 35,113 6.585.484
13.379.307 740.656 67.052 14.052.911
$ 18.740.635 $_ 1972009 $_ 1566076 $_19.146.568

Depreciation expense totaled $740,656 and $823,019 for the years ended 2010 and 2009,

respectively.
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 3 - DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNT

1. CASH AND CASH EQUIVALENTS

The Division’s investment policies are governed by State statutes because they are a
component unit of the City of Jamestown. In addition, the City has its own written
investment policy. Monies must be deposited in FDIC insured commercial banks or trust
companies located within the State. Permissible investments include demand accounts and
certificates of deposit, obligations of the U.S. Treasury and U.S. Agencies, repurchase
agreements and obligations of New York State or its localities.

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

Deposits of the Division were fully insured or collateralized by securities held in the name of
the City of Jamestown.

2. RECEIVABLES
Major receivables accrued by the Division at December 31:
2010 2009

General customers receivables $ 363,675 $ 344,614
Suspended debtors - 495

Clearing account 5,583 -
Miscellaneous receivables 8.911 21,374

Total accounts receivables $_378.169 $_366.483
Receivables from municipality $ 3,720 $ 1317
Police department 6,672 5,737
Parks and recreation department 4,515 2,533
Department of development 297 2,146
District heating division - 12,041
Jamestown Community College 1,646 776
Board of Education 15,754 27,000
Department of public works 26,618 13,900
Electric Division 3,981 5,714
Waste Water Division 3,192 27,044
Solid Waste Division 7,795 5,672
Fire department 2,051 1,811

Total accounts receivable - affiliates $__76.241 $_105.691
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - DEFERRED CHARGES

Deferred charges consist of the following as of December 31:

010 2009

Compensated absences $_109.166 $_138.544

The Division recognizes the expense with compensated absences when paid. Accordingly, the
expense has been deferred subject to the provisions of the Topics of Codification.

NOTE 5 - OTHER CURRENT AND ACCRUED LIABILTIES

Other current and accrued liabilities consist of the following:

2010 2009
Compensated absences $ 109,166 § 138,544
Accrued wages 24,630 18,445
Consumer credit payable 37,967 30,523
Health insurance liability 51,972 104,761
Health flex plan 1.440 1,748

$__225175 $__294.021

NOTE 6 - RELATED PARTY TRANSACTIONS

In regular course of business, the Water Division enters into transactions with the various other
Board of Public Utility divisions. These transactions arise primarily from construction activity
performed for other divisions and services provided between divisions.

At the end of 2010, the District Heating Division owed the Water Division $611,502 due to
interdivisional borrowings. The loan bears interest at 4% per annum and calls for monthly
payments of $28,211 through December 2014. The Solid Waste Division owed the Water
Division $240,488 due to interdivisional borrowings. The loan bears interest at 3% per annum
and calls for monthly payments of $2,409 through July 2020.

The Division made payment in lieu of taxes to the City of Jamestown in the amount of $783,611

and $784,818 for fiscal years ending December 31, 2010 and 2009, respectively. This payment
is calculated based on 18% of sales of the Division.

All




WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 7 - RETIREMENT PLANS AND OTHER POSTRETIREMENT BENEFITS

LIABILITIES
1. PENSION PLAN
PLAN DESCRIPTION

The Division participates in the New York State and Local Employees’ Retirement System
(ERS). This is a cost-sharing multiple-employer retirement system. The System provides
retirement benefits as well as death and disability benefits. Obligations .of employers and
employees to contribute and benefits to employees are governed by the New York State
Retirement and Social Security Law (NYSRSSL). As set forth in the NYSRSSL, the
Comptroller of the State of New York (Comptroller) serves as sole trustee and administrative
head of the System.

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

FUNDING POLICY

Plan members who joined the Systems before July 27, 1976 are not required to make
contributions. Those joining after July 27, 1976 and before January 1, 2010 who have less
than 10 years of service or membership are required to contribute three percent of their
annual salary. Employees joining on or after January 1, 2010 are required to contribute three
percent of their annual salary throughout their active membership. Under the authority of the
NYSRSSL, the Comptroller annually certifies the rates used in computing the employers
contributions.

The required contributions for the current year and two preceding years were:

ERS
2010 $ 131,050
2009 $ 74,483
2008 89,678

The Division’s contributions made to the System were equal to 100 percent of the
contributions required for each year.
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 7 - RETIREMENT PLANS AND OTHER POSTRETIREMENT BENEFITS

(Continued)
2. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)

a. PLAN DESCRIPTION

The Jamestown Board of Public Utilities (the Board), administers the Jamestown Board
of Public Utilities Retiree Medical and Prescription Drug Plan (the Plan) as a single-
employer defined benefit Other Post Employment Benefit plan (OPEB). The Plan
provides for continuation of medical insurance benefits for certain retirees and their
spouses and can be amended by action of the Board subject to applicable collective
bargaining and employment agreements. The Plan does not issue a stand alone financial
report since there are no assets legally segregated for the sole purpose of paying benefits
under the Plan.

. FUNDING POLICY

The obligations of the plan members, employers and other entities are established by
action of the Board pursuant to applicable collective bargaining and employment
agreements. The required contribution rates of the employer and the members varies
depending on the applicable agreement. The Board currently contributes enough money
to the plan to satisfy current obligations on a pay-as-you-go basis. The costs of
administering the plan are paid by the Division.

. ACCOUNTING POLICY

The accrual basis of accounting is used. The fair market value of assets, if any, is
determined by the market value of assets, if any, paid by a willing buyer to a willing
seller. ‘

. ANNUAL OPEB COST AND NET OPEB OBLIGATION

The Division's annual other post employment benefit (OPEB) cost (expense) is calculated
based on the annual required contribution of the employer (ARC). The Division has
engaged an actuary to calculate the ARC and related information per the provisions of
GASB Statement No. 45 for employers in plans with more than one hundred total plan
members. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and to amortize any unfunded actuarial
liabilities (or funding excess) over a period not to exceed thirty years. The following
table shows the components of the Division's annual OPEB cost for the year, the amount
actually contributed to the plan, and the Division's net OPEB obligation to the Retiree
Health Plan at December 31, 2010:
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 7 - RETIREMENT PLANS AND OTHER POSTRETIREMENT BENEFITS
(Continued)

Fiscal Year Ending

Annual OPEB Cost and Net OPEB Obligation 12/31/10
Annual Required Contribution (ARC) $ 60,072
Interest on net OPEB obligation 62,481
Adjustment to annual required contribution (57.457)
Annual OPEB Cost 65,096
Less Contributions 48.931
Increase in net OPEB obligation 16,165

Net OPEB obligation as of January 1, 2010 1,388.457
Net OPEB obligation as of December 31, 2010 $_1.404.622

e. FUNDED STATUS AND FUNDING PROGRESS

As of December 31, 2010, the actuarial accrued liability for benefits was $1,068,159, all
of which was unfunded. The covered payroll (annual payroll of active employees
covered by the plan) was $1,131,776, and the ratio of the unfunded actuarial accrued

liability to the covered payroll was 94.38 percent.

The projection of future benefit payments for an ongoing plan involves estimates of the
value of reported amounts and assumptions about the probability of occurrence of events
far into the future. Examples include assumptions about future employment, mortality,
and the healthcare cost trend. Amounts determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to continual
revision as actual results are compared with past expectations and new estimates are
made about the future. The schedule of funding progress, presented as required
supplementary information on page Al9, presents multiyear trend information about
whether the actuarial value of plan assets is increasing or decreasing over time relative to

the actuarial accrued liabilities for benefits.
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 7 - RETIREMENT PLANS AND OTHER POSTRETIREMENT BENEFITS

(Continued)
f. METHODS AND ASSUMPTIONS

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

The December 31, 2010, actuarial valuation, utilized the entry age actuarial cost method.
The actuarial assumptions included a 4.5 percent investment rate of return (met of
administrative expenses), which is the expected short-term investment rate of the
Divisions own assets since currently the plan has no assets at the valuation date in order
to establish a plan investment rate, and an annual healthcare cost trend of 9 percent
initially, reduced by decrements to an ultimate rate of 5 percent after ten years. Both
rates included a 3 percent inflation assumption. The UAAL is being amortized as a level
percentage of projected payrolls on an open basis. The amortization period at December
31, 2010 was twenty-eight years.

The significant decrease in the AAL from the December 31, 2008 valuation is a result of
the following:
1. Many retirees have left the plan since the last collected census.
2. Over age 65 premiums (and therefore contributions) have increased significantly
vs claims for those over age 65 retirees who are contributing the premiums.
3. The change in retiree contribution from 100% to contributions based on years of
service.
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WATER DIVISION
BOARD OF PUBLIC UTILITIES
CITY OF JAMESTOWN, NEW YORK
NOTES TO FINANCIAL STATEMENTS

NOTE 8 - FUTURE GASB PRONOUNCEMENTS

A. OPEB MEASUREMENTS BY AGENT EMPLOYERS AND AGENT MULTIPLE-
EMPLOYER PLANS

In December 2009, GASB issued Statement No. 57 which addresses issues related to
measurement of OPEB obligations by certain employers participating in agent multiple-
employer OPEB plans. (In agent multiple-employer plans, separate liabilities are calculated
and separate asset accounts are kept for each participating government, rather than being
administered and accounted for as a single plan as is done in a cost-sharing plan). GASB
Statement No. 57 amends Statement No. 43, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans, and Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions.

This Statement enables certain agent employers to use the alternative measurement method, a
less complex and potentially less expensive alternative to a full actuarial valuation. It also
adjusts the requirement that a defined benefit OPEB plan obtain an actuarial valuation, in
light of the change allowing more qualifying employers to use the alternative measurement
method and clarifies that the same frequency and timing of determining OPEB measures are
required for both agent multiple-employer plans and their participating employers. GASB
Statement No. 57 is effective for financial statements for periods beginning after June 15,
2011, however, earlier application of this Statement is encouraged.

B. THE FINANCIAL REPORTING ENTITY: OMNIBUS

The Governmental Accounting Standards Board (GASB) recently issued Statement No. 61,
The Financial Reporting Entity: Omnibus. The Statement is designed to improve guidance
for including, presenting, and disclosing information about component units and equity
interest transactions of a financial reporting entity by modifying certain requirements in
GASB Statements No. 14, The Financial Reporting Entity, and No. 34, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local
Governments.
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