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STATISTICAL SECTION
(Unaudited)

This part of the Town’s comprehensive annual financial report presents detailed information as a context for
understanding what the information in the financial statements, note disclosures, and required
supplementary information reveals about the Town’s overall financial health.

This section includes the following schedules:

Financial Trends:

Net Assets by Component - Last Six Fiscal Years 113
Changes in Net Assets - Last Six Fiscal Years 115
Fund Balances of Governmental Funds - Last Ten Fiscal Years 117
Changes in Fund Balances of Governmental Funds - Last Ten Fiscal Years 119

Revenue Capacity:
Assessed Value and Estimated Actual Value of

Taxable Property - Last Ten Fiscal Years 121
Direct and Overlapping Property Tax Rates, Per $1,000 of Assessed Valuation -

Last Ten Fiscal Years 123
Principal Taxpayers - Current Year and Nine Years Ago 124
Property Tax Levies and Collections - Last Ten Fiscal Years 125

Debt Capacity:
Ratios of Outstanding Debt by Type - Last Ten Fiscal Years 126
Direct and Overlapping Governmental Activities Debt 127
Legal Debt Margin Information - Last Ten Fiscal Years 128
Demographic and Economic Information -
Demographic Statistics - Last Ten Fiscal Years 130
Operating Information:
Principal Employers - Current Year and Nine Years Ago 131
Full-Time Equivalent Town Government Employees by Function - Last Ten Fiscal Years 132
Operating Indicators by Function/Program - Last Ten Fiscal Years 134
Capital Asset Statistics by Function/Program - Last Ten Fiscal Years 136

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive
annual financial reports for the relevant year.
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Dawn T. Donovan
Town Comptroller

March 10, 2010

To the Honorable Supervisor and Town Board of the
Town of North Castle, New York:

The Comprehensive Annual Financial Report (“CAFR") for the Town of North Castle, New York
(“Town”) for the fiscal year ended December 31, 2009 is herewith submitted. The New York State
Comptroller's Office requires the Town to submit an annual report of the financial records and
transactions presented in conformity with generally accepted accounting principles (“GAAP”). The Town
has elected to have these statements audited in accordance with generally accepted auditing standards
by a firm of licensed certified public accountants. This CAFR is issued pursuant to this requirement and

Town Board policy.

This report consists of management’s responsibilities concerning the finances of the Town.
Consequently, management assumes full responsibility for the completeness and reliability of all
information presented in this report. To provide a reasonable basis for making these representations,
management of the Town has established a comprehensive internal control framework that is designed
to both protect the Town's assets from loss, theft or misuse and to compile sufficient, reliable information
for the preparation of the Town’s financial statements in conformity with GAAP. Because the cost of
internal controls should not outweigh their benefits, the Town’s comprehensive framework of internal
controls has been designed to provide reasonable, rather than absolute, assurance that the financial
statements will be free from material misstatement. As management, we assert that, to the best of our

knowledge and belief, this financial report is complete and reliable in all material respects.
The Town's financial statements have been audited by O’'Connor Davis Munns & Dobbins, LLP, a

firm of licensed certified public accountants. The goal of the independent audit is to provide reasonable
assurance that the financial statements of the Town for the year ended December 31, 2009 are free of



material misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements and assessing the accounting principles used
and significant estimates made by management. The independent auditor concluded based upon the
audit, that there was a reasonable basis for rendering unqualified opinions that the Town’s basic financial
statements, for the year ended December 31, 2009, are fairly presented in conformity with GAAP. The
independent auditor’'s report is presented as the first component of the financial section of this report.
The financial section also includes a narrative introduction, overview and analysis of the December 31,
2009 financial statements to accompany the basic financial statements in the form of Management'’s
Discussion and Analysis (“MD&A”). This letter of transmittal is designed to complement the MD&A and
should be read in conjunction with it. The Town's MD&A can be found immediately following the report

of the independent auditor.
Profile of the Town

The Town was established in 1788 by New York State as a separate political entity vested with
independent taxing and debt authority. There are no incorporated villages situated within the Town's
borders. The Town has portions of five independently governed school districts, which rely on the taxing
powers granted by New York State to raise revenues for school district purposes. The school districts
use the Town'’s assessment roll as the basis for taxation of property within the Town.

The Town Board is the legislative, appropriating, governing and policy determining body of the
Town and consists of four councilpersons, elected at large to serve a four-year term, plus the Supervisor.
Councilpersons may serve an unlimited number of terms. It is the responsibility of the Town Board to
enact, by resolution, all legislation including ordinances and local laws. Annual budgets for the Town
must be approved by the Board; modifications and transfers between budgetary appropriations also must
be authorized by the Board on the recommendation of the Supervisor.

The Supervisor is the chief executive and financial officer of the Town and is elected for a two-
year term of office. In addition, the Supervisor is a full member of and the presiding officer of the Town
Board. Duties of the Supervisor include the administration of the Town’s daily functions, budget

preparation and control, and debt issuance.

The Town provides a wide range of governmental services to its residents. Highway construction
and maintenance of roads is a Town function. Recreation is provided and parks are maintained through
the Town government. Water, sewer, lighting, fire protection and ambulance services are furnished by
various special districts, which have been formed within the Town. Other services performed at the

iv



Town level include property assessment, police protection, zoning administration and planning. The
Town provides refuse collection services to residential properties and pays the cost thereof from the
General Fund. Refuse collection is not provided to commercial establishments, who must contract with

private carters for this service.

The annual budget serves as the foundation for the Town's financial planning and control. All
departments are required to file detailed estimates of revenues (other than real property taxes) and
expenditures for the next fiscal year with the budget officer on or before October 20™. Estimates for each
fire district situated within the Town must also be filed with the budget officer by this date (the Town has
no authority to amend the budget submitted by the fire districts). After reviewing these estimates, the
budget officer prepares a tentative budget which includes his/her recommendations. A budget message
explaining the main features of the budget is also prepared at this time. The tentative budget is filed with
the Town Clerk no later than October 30". Subsequently, the Town Clerk presents the tentative budget
to the Town Board at the regular or special hearing, which must be held on or before November 10".
The Town Board reviews the tentative budget and makes such changes as it deems necessary and that
are consistent with the provisions of the law. Following this review process, the tentative budget and
such modifications, if any, as approved by the Town Board becomes the preliminary budget. A public
hearing, notice of which must be duly published in the Town’s official newspaper, on the preliminary
budget is required to be held no later than December 10". At the hearing, any person may express
their opinion concerning the preliminary budget; however, there is no requirement or provision that the
preliminary budget or any portion thereof be voted on by members of the public. After the public hearing,
the Town Board may further change and revise the preliminary budget. The Town Board, by resolution,
adopts the preliminary budget as submitted or amended no later than December 20", at which time the
preliminary budget becomes the annual budget of the Town for the ensuing fiscal year. Budgetary
- control during the year is the responsibility of the Supervisor. However, any changes or modifications to
the annual budget, including the transfer of appropriations among line items, must be approved by
resolution of the Town Board. Budget to actual comparisons are provided in this report for each
individual fund for which an annual budget has been adopted. For the General, Highway, Public Library
and Special Districts funds, these comparisons are presented as part of the basic financial statements.
For other governmental funds with annual budgets, the comparisons are presented in the governmental

fund subsection of this report.
Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the Town operates.



Local Economy

The Town is situated in the central portion of Westchester County, which continues to rank
among the most affluent counties in the United States. The Town encompasses approximately 24
square miles and is primarily suburban residential in nature. However, the Town has a significant
commercial base, which includes the world headquarters for International Business Machine (“IBM”) and
several other large corporations. The population of the Town, according to the 2008 estimated census,
is 12,148, which represents an increase of 12% since the 2000 official census report. The 2000 per
capita money income for residents of the Town is approximately 62% above the County level and more
than twice the New York State average. Unemployment statistics are not maintained for the Town;
however, the Town believes that unemployment in the Town is less than the County’s overall rate.

Completed Projects

The following projects were completed:
¢ Upgrades and additions to the Town’s water and sewer distribution systems

Long-Term Financial Planning

The Town'’s future projects include the following:
e Creation of a Budget and Financial Advisory Task Force
e Develop Comprehensive Financial Policy Document

¢ Long range facilities needs

Relevant Financial Polices

During 2009, the Town Board adopted a fund balance policy. The goal of this policy is to
maintain the fund balance in the General Fund in a range of 10-15% of the General Fund operating
budget. We have taken this policy into consideration while preparing our 2010 budget. We have not
used any of our fund balance reserves and have a structurally balanced budget for 2010. We have
replenished our fund balance from .95% to 6.39% in 2009. The Town has also adopted an investment
policy and purchasing policy and both are to be reviewed annually. The Town will also be continuing to
work on our multi-year financial plan, which will be relevant in planning and adopting the annual
operating budget. This multi-year plan was drafted in 2009 and was used in preparing our 2010 budget.
Our goal is to have a three to five year plan in place by the end of 2010.

Vi



Awards and Acknowledgments

The Government Finance Officers Association (“GFOA”") awarded a Certificate of Achievement
for Excellence in Financial Reporting to the Town for its CAFR for the fiscal year ended December 31,
2008. This was the tenth consecutive year that the Town received this award. The Certificate of
Achievement is a prestigious national award recognizing conformance with the highest standards for

preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized CAFR whose contents conform to program standards. This report
must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to the Certificate of Achievement program requirements, and we are submitting it to
GFOA to determine its eligibility for another certificate.

Preparation of this report could not be accomplished without the efficient and dedicated services
of the members of the Finance Department, Town Assessor, Receiver of Taxes, Town Clerk, Police
Department and Building Department, as well as our independent auditor, who assisted in its
preparation. | would also like to thank the Town Supervisor and the members of the Town Board for their

interest and support in the financial operations of the Town.

Respectfully submitted,

Dawn T. Donovan
Town Comptroller
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Presented to
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O’Connor Davies Munns & Dobbins, llp

ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

To the Honorable Supervisor and Town Board of
the Town of North Castle, New York:

We have audited the accompanying financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of the Town of North Castle, New York
as of and for the year ended December 31, 2009, which collectively comprise the Town's basic
financial statements as listed in the table of contents. These financial statements are the
responsibility of the Town's management. Our responsibility is to express opinions on these basic
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Town's internal control over financial reporting. Accordingly,
we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our

opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate
remaining fund information of the Town of North Castle, New York as of December 31, 2009 and
the respective changes in financial position, thereof, and the respective budgetary comparison for
the General, Highway, Public Library and Special Districts funds for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Management's Discussion and Analysis and the Schedule of Funding Progress — Other
Postemployment Benefits are not required parts of the basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board. We
applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

One Barker Avenue, White Plains, New York 10601 914.421.5600 tel 914.421.5099 fax www.odmd.com



Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of North Castle, New York’s basic financial statements. The
accompanying financial information listed as combining and individual fund financial statements
and schedules in the table of contents is presented for purposes of additional analysis and is not a
required part of the basic financial statements of the Town of North Castle, New York. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole. The information listed in the statistical section of the
table of contents has not been subjected to the auditing procedures applied in our audit of the
basic financial statements and, accordingly, we express no opinion on it.

&l rmen AZV,ao 74(/71/;@ & Dobbuno , ALP

O’Connor Davies Munns & Dobbins, LLP
February 15, 2010



Town of North Castle, New York
.Management’s Discussion and Analysis (MD&A)
December 31, 2009

Introduction

The following discussion and analysis of the Town of North Castle, New York’s (“Town")
financial statements provides an overview of the financial activities of the Town for the
fiscal year ended December 31, 2009. Please read it in conjunction with the basic
financial statements and the accompanying notes to those statements that follow this

section.

Financial Highlights

Key financial highlights for fiscal year 2009 are as follows:

On the government-wide financial statements, the assets of the Town exceeded
its liabilities at the close of the most recent fiscal year by $19,350,422. Of this
amount, the unrestricted portion is a deficit of $3,221,147. The deficit results
primarily from the accrual of the annual other post employment benefit
obligations cost in accordance with the provisions of Government Accounting
Standards Board (“GASB”) Statement No. 45.

As of the close of the current fiscal year, the Town's governmental funds reported
combined ending fund balances of $7,718,844, an increase of $2,571,911.
Exclusive of the Capital Projects Fund, the combined ending fund balances were

. $7,557,631. Of this latter amount, the unreserved and undesignated fund

balance was $4,581,409 or 61%. This amount is available for spending at the
Town'’s discretion.

At the end of the current fiscal year, unreserved fund balance for the General
Fund was $1,007,625 or 6.45% of total General Fund expenditures and other
financing uses.

The Town retired $495,000 of general obligation debt during the year and issued
$5,245,000 of new long-term debt from the New York State Environmental
Facilities Corporation during the year ended December 31, 2009.

The Town issued $124,500 of bond anticipation notes to finance capital projects
while retiring $507,492 of these short-term obligations during the year ended
December 31, 2009.



Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town's basic
financial statements. The basic financial statements include three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to
financial statements. This report also includes other supplementary information as
listed in the table of contents.

Government-wide Financial Statements

The government-wide financial statements are designed to provide the readers with a
broad overview of the Town's finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Town’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 as to whether the
financial position of the Town is improving or deteriorating.

The statement of activities presents information reflecting how the Town’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing
of related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will result in cash flows in future fiscal periods (for example, uncollected
taxes and earned but unused vacation leave and other post employment benefit
obligations (“OPEB")).

The government-wide financial statements distinguish functions of the Town that are
principally supported by taxes and intergovernmental revenues (governmental
activities). The governmental activities of the Town include general government support,
public safety, health, transportation, economic opportunity and development, culture
and recreation, home and community services and interest.

The government-wide financial statements can be found on the pages immediately
following this section as the first two pages of the basic financial statements.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. Government resources
are allocated to and accounted for in individual funds based upon the purposes for
which they are to be spent and the means by which spending activities are controlled.
The Town, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related and legal requirements. All of the funds of
the Town can be divided into two categories: governmental funds and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements



focus on near-term inflows and outflows of spendable resources, as well as on balances
of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government'’s near-term financing requirements.

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

The Town maintains seven individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statements of revenues, expenditures, and changes in fund balances for the General
Fund, Highway Fund, Public Library Fund, Special Districts Fund and Capital Projects
Fund, which are considered to be major funds. Data for the other two governmental
funds are combined into a single, aggregated presentation. Individual fund data for
each of these non-major governmental funds is provided in the form of combining
statements elsewhere in this report.

The Town adopts an annual appropriated budget for its General Fund, Highway Fund,
Public Library Fund and Special Districts Fund. A budgetary comparison statement has
been provided for these funds within the basic financial statements to demonstrate
compliance with the respective budgets.

Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the
Town’s own programs. The Town maintains only one type of fiduciary fund that is
known as an agency fund. Resources are held in this fund by the Town purely in a
custodial capacity. The activity in this fund is limited to the receipt, temporary
investment, and remittance of resources to the appropriate individual, organization or
government.

The financial statements for the governmental and fiduciary funds can be found in the
basic financial statements section of this report.

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to
financial statements are located following the basic financial statements section of this

report.



Other Information

Additional statements and schedules can be found immediately following the notes to
These include the combining statements for the non-major

governmental funds and schedules of budget to actual comparisons.

financial statements.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of the Town's
financial position. In the case of the Town, assets exceeded liabilities by $19,350,422

at the close of the current fiscal year.

Net Assets
December 31,
2009 2008
Current Assets $ 37,997,485 $ 34,602,139
Capital Assets, net 32,730,675 30,054,197
Total Assets 70,728,160 64,656,336
Current Liabilities 29,521,078 29,239,965
Long-term Liabilities 21,856,660 14,910,644
Total Liabilities 51,377,738 44 150,609
Net Assets:

Invested in capital assets,
net of related debt 17,628,645 17,894,852
Restricted 4,942 924 4,697,246
Unrestricted (3,221,147) (2,086,371)
Total Net Assets $ 19350422 $ 20,505,727




Net Assets Distribution
December 31, 2009

Unrestricted
Assets
(17%)
Restricted
Assets
Investment in 26%
Capital
Assets, net
91%

By far, the largest component of the Town's net assets is its investment in capital
assets, less any related debt used to acquire those assets that is still outstanding
(91%). The Town uses these capital assets to provide services to its citizens and
consequently, these assets are not available for future spending. Although the Town'’s
investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

The restricted net assets of $4,942,924, or 26%, represent resources that are subject to
external restrictions on how they may be used. The restrictions are as follows:

2009 2008

Capital Projects $ 362,541 $ 233,838
Special Purposes 1,293,834 1,270,161
Workers' Compensation Benefits 1,692 1,692
D.AR.E 1,712 1,274
Debt Service 3,282,179 3,189,315
Special Purposes 966 966

Total $ 4942924 $ 4,697,246

Those assets subject to external restrictions are $22.6 million. The remaining balance
of unrestricted net assets, which is a deficit of $3.2 million, must be financed from future
obligations. This deficit does not mean that the Town does not have resources



available to meet its obligations in the ensuring years. Rather, it is the result of having
long-term commitments of other post employment benefit obligations ($4.1 million) that

are greater than currently available resources.
budgeted in the year that actual payment will be made.

Change in Net Assets

Program Revenues:
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues:
Real Property Taxes
Other Tax Items
Non-Property Taxes
Unrestricted Use of Money and Property
Unrestricted State Aid
Gain on Sale of Property
Miscellaneous

Total Revenues

Program Expenses:
General Government Support
Public Safety
Health
Transportation
Economic Opportunity and Development
Culture and Recreation
Home and Community Services
Interest

Total Expenses
Change in Net Assets
Net Assets - Beginning

Net Assets - Ending

Payment for these liabilities will be

December 31,
2009 2008
$ 3,720,125 $ 3,748,150
347,363 410,621
445,050 1,499,890
19,224,451 18,199,753
1,013,986 924,947
1,526,691 1,635,068
112,782 214,990
579,654 1,119,304
122,055 -
102,818 47,836
27,194 975 27,800,559
3,890,067 4,446,771
8,873,203 9,004,425
244 683 237,438
5,861,894 6,434,122
122,141 175,844
4,603,292 4,967,238
4,293,741 4,635,011
461,259 454 503
28,350,280 30,355,352
(1,155,305) (2,554,793)
20,505,727 23,060,520
$ 19,350,422 $ 20,505,727




Sources of Revenue for Fiscal Year 2009
Governmental Activities

Operating Charges for state Aid Unrestriced Use
Grants and Services 2% Ot?er of Money and
Contributions 14% 1% Property
1% 1% Non-Property

Taxes

Capital Grants 6%

and
Contr;t:/:Jtlons Other Tax Items
4%
Real Property
Taxes
70%
Expenses for Fiscal Year 2009
Governmental Activities
Culture and General
Oth Recreation Government
20,er 16% Support
° 14%
Interest
1% Transportation
21%

Home and

Public Safety Community
31% Services

15%

Governmental activities decreased the Town’s net assets by $1,155,305. For the fiscal
year ended December 31, 2009, revenues from governmental activities totaled $27.2
million. Tax revenues ($21.8 million), comprised of real property taxes, other tax items
and non-property taxes, represent the largest revenue sources (80%). Collection of the
current tax levy remains very strong at 98.7%, while averaging 99% over the last 10



years. Governmental activities expenses of the Town for the year ended December 31,
2009 totaled $28.3 million. The largest components of these expenses are in the areas
of public safety (31%), transportation (21%), culture and recreation (16%) and home
and community services (15%).

The major changes compared to 2008 are as follows:
Revenues:

e Real property taxes increased by $1,024,698, or 5.6%, primarily as a result of an
increase in the tax rate.

e Capital Grants and Contributions decrease by $1,054,840, primarily from the
completion of the work to our sewer district.

o State Aid decreased by $539,650. This is primarily due to the decrease in
mortgage tax revenues due to less refinancing of mortgages and a slowing
housing market.

e Unrestricted use of money and property decreased by $102,208. This is primarily
due to decreased interest earnings as a result of declining interest rates.

Expenses:

e General Government Support decreased by $556,704. This was the result of
reduced spending in each department.

o Public Safety decreased by $131,222. This was the result of reduced spending
throughout the departments and reduced staffing in the police department.

e Transportation decreased by $572,228. This was primarily the result of
decreased costs for overtime, sand and salt, heat and fuel costs and road
repaving.

¢ Culture and Recreation decreased by $363,946. This was primarily the result of
decreased staffing.
Financial Analysis of the Town’s Funds

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

Governmental Funds
The focus of the Town's governmental funds is to provide information on near-term

inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Town’s financing requirements. In particular, unreserved fund balance
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may serve as a useful measure of a government’s net resources available for spending
at the end of the fiscal year.

As of the end of the current fiscal year, the Town’s governmental funds reported a
combined ending fund balance of $7.7 million, an increase of approximately $2.6 million
from the prior year. Exclusive of the Capital Projects Fund, the combined fund balances
total $7.6 million. Of this amount, approximately $6 million constitutes unreserved fund
balance, of which $1.3 million has been designated for subsequent year's expenditures
and represents the amount estimated for use in the 2010 budget. The remainder of the
fund balance is reserved ($1.7 million, exclusive of the Capital Projects Fund) to
indicate that it is not available for new spending because it has already been committed
to 1) liquidate contracts and purchase orders of the prior period ($209,015), 2) a reserve
for parklands ($341,571), 3) trusts ($952,263) and 4) a variety of other purposes
($157,611).

The General Fund is the primary operating fund of the Town. At the end of the current
fiscal year, unreserved and undesignated fund balance of the General Fund was
$997,925 representing 81.8% of the total General Fund balance of $1,219,937. As a
measure of the General Fund's liquidity, it may be useful to compare both unreserved
and undesignated fund balance and total fund balance to total fund expenditures and
other financing uses. Unreserved and undesignated fund balance represents 6.39% of
total General Fund expenditures and other financing uses, while total fund balance
represents 7.8% of that same amount. This is a favorable increase as compared with
the results from the prior fiscal year (.95% and 7.3%, respectively).

The fund balance of the General Fund increased by $27,363 during the fiscal year
ended December 31, 2009. Actual expenditures and other financing uses were
$1,749,271 less than the amount contained in the final budget, representing a savings
of 10% of the total budget. There was no one particular area in the budget that
accounted for these savings. Actual revenues and other financing sources were less
than the final budget by $837,623, or 5% of the total revenue budget. The revenue
categories that reflected negative variances as compared to the budget were real
property taxes ($595,564, due to deferral of real property taxes due to uncollected
taxes, and license and permits a shortfall of ($93,000) due to slower building due to the
current economy and a decrease in state aid ($267,447) from lower mortgage recording
taxes that were not anticipated when the budget was adopted.

The budget variances noted above ($1,749,271 for expenditures and $837,623 for
revenues) aggregate $911,648. However, the Town had intended to use $884,285 of
previously accumulated budget surpluses (comprised of $802,272 of appropriated fund
balance and $82,013 in encumbrances from the prior year) to provide real property tax
relief in developing the 2009 General Fund budget. Accordingly, the net difference of
$27,363 reflects the amount the fund balance was replenished in 2009. The Town has
designated $0 of the fund balance be used for real property tax relief in the 2010 fiscal

year.
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The Highway Fund'’s total fund balance at the end of the fiscal year was $839,901, an
increase of $270,693 from the previous year. This resulted primarily from the increase in
revenues for snow removal and insurance recoveries. Of the total fund balance,
$275,000 has been designated to be used in the 2010 fiscal year

The Library Fund’s total fund balance at the end of the current fiscal year was
$243,601, an increase of $53,383 from the previous year. This was the result of careful
monitoring of expenditures. Of the total fund balance, $85,000 has been designated to
be used in the 2010 fiscal year.

The Special Districts Fund total fund balance at the end of the current fiscal year was
$3,959,392, an increase of $257,370 from the previous year. This was the result of
careful monitoring of the water and sewer expenditures. Of the total fund balance,
$946,062 has been designated to be used in the 2010 fiscal year.

The Capital Projects Fund reflects a fund balance of $161,213 at the end of the
current fiscal year. This represents an increase of $1,939,429 from the prior year. Total
revenues and other financing sources aggregated $6,262,542. This revenue was
primarily derived from $5,245,000 in serial bonds issued with the New York State
Environmental Facilities Corporation to finance the Sewer treatment plant project.
Capital outlay expenditures totaled $4,323,113. These costs were primarily related to
the upgrade of the Sewer No.2 treatment plant as well as the windmill tank project.

General Fund Budgetary Highlights

The difference between the original budget and the final amended General Fund budget
was $52,628 for 2009, an immaterial modification. Actual revenues were less than
budgetary expectations by $837,623 in 2009. Actual expenditures and other financing
uses were $1,749,271 less than budget in 2009. These variances were explained in the
previous discussion.

Capital Assets

The Town’s investment in capital assets for its governmental activities as of December
31, 2009, amounted to $32.7 million (net of accumulated depreciation) as compared to
$30 million in 2008. This investment in capital assets includes land, land improvements,
buildings and improvements, infrastructure, machinery and equipment and construction-
in-progress.
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Capital Assets
(Net of Accumulated Depreciation)

December 31,

2009 2008

Land $ 3,036,047 $ 2,608,034
Land Improvements 911,492 1,000,372
Buildings 12,746,754 13,067,101
Infrastructure 6,219,461 6,876,106
Machinery and Equipment 3,142,026 3,387,000
Construction-in-Progress 6,674,895 3,115,584

Total $ 32,730675 $ 30,054,197

The following highlights the amounts expended during the current fiscal year on major
capital assets:

e Purchase of open space
¢ New highway trucks
e Upgrades and additions to the Town's water and sewer distribution systems

Additional information on the Town’s capital assets can be found in Note 3,B in the
notes to financial statements.

Long-Term Debt

At the end of the current fiscal year, the Town had total bonded debt outstanding of
$15,228,563. As required by New York State Law, all bonds issued by the Town are
general obligation bonds, backed by the full faith and credit of the Town.

During the 2009 fiscal year the Town paid $495,000 in principal on outstanding
obligations. The Town also borrowed $5.3 million from the NYS Environmental .
Facilities Corporation to renovate and upgrade the wastewater treatment plant in Sewer
District No. 2.

A recent review of the Town by Moody’s Investors Services had changed the Town’s
rating from Aaa to Aa1l. This is still a favorable rating for the Town as compared to its
surrounding areas. The Town has taken steps to restore the rating by increasing our
fund balance and has adopted a fund balance policy.

Additional information on the Town's long-term debt can be found in Note 3,F in the
notes to financial statements.
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Economic Factors and Next Year's Budget

According to the United States Bureau of Labor Statistics, the unemployment rate for
Westchester County (unemployment information for the Town is unavailable) was 6.9%
as of December 2009. This compares favorably with the rate of 8.8% for New York
State and the 9.7% national unemployment rate. The 2.7% increase in the Consumer
Price Index for the area (New York-Northern New Jersey-Long Island, NY-NJ-CT-PA)
from 2008 to 2009 was comparable to the 2.3% increase recorded for the U.S. city
average for the same period. Interest rates have been declining, contributing to
decreased interest revenue. Town management was also aware that in 2009 there
'would most likely be significant increases in insurance and employee benefits
(particularly medical insurance and retirement contributions). All of these factors were
taken into consideration in developing the 2009 budget.

Requests for Information

This financial report is designed to provide a general overview of the Town’s finances
for all those with an interest in the government’s finances. Questions concerning any of
the information provided in this report or requests for additional financial information
should be addressed to the Town Comptroller, Town of North Castle, 15 Bedford Road,
Armonk, New York 10504.
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TOWN OF NORTH CASTLE, NEW YORK

STATEMENT OF NET ASSETS
DECEMBER 31, 2009

ASSETS
Cash and equivalents
Investments
Restricted investments
Receivables:
Taxes, net
Accounts
Water rents
State and Federal aid
Due from other governments
Prepaid expenses
Capital assets (net of accumulated
depreciation):
Land
Land improvements
Buildings and improvements
Infrastructure
Machinery and equipment
Construction-in-progress

Total Assets

LIABILITIES
Accounts payable
Accrued liabilities
Retainages payable
Bond interest and matured bonds payable
Due to other governments
Due to school districts
Unearned revenues
Accrued interest payable
Bond anticipation notes payable
Non-current liabilities:
Due within one year:
Bonds payable
Compensated absences
Due in more than one year:
Bonds payable
Compensated absences

Other postemployment benefit obligations

Total Liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Capital projects
Special purposes
Workers' compensation benefits
D.AR.E.
Special districts
Debt service
Unrestricted

Total Net Assets

The notes to financial statements are an integral part of this statement.

Governmental
Activities

$ 10,280,938
337,843
1,712,611

24,787,857
116,152
77,726
164,552
366,565
153,241

3,036,047
911,492
12,746,754
6,219,461
3,142,026
6,674,895

70,728,160

407,781
94,038
225,982
575

25,746
26,067,714
157,767
133,572
2,407,903

713,563
249,934

14,515,000
2,249,410
4,128,753

51,377,738

17,628,645

362,541
1,293,834
1,692
1,712
3,282,179
966
(3,221,147)

$ 19,350,422




TOWN OF NORTH CASTLE, NEW YORK

STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2009
Program Revenues Net (Expense)
Operating Capital Revenue and
Charges for Grants and Grants and Changes in
Functions/Programs Expenses Services Contributions__Contributions Net Assets
Governmental activities:
General government support $ 3,890,067 $ 26,998 $ 38910 $ - $ (3,824,159)
Public safety 8,873,203 917,723 72,437 - (7,883,043)
Health 244,683 - - - (244,683)
Transportation 5,861,894 273,452 83,934 141,972 (5,362,536)
Economic opportunity
and development 122,141 - - - (122,141)
Cuiture and recreation 4,603,292 1,182,668 79,738 - (3,340,886)
Home and community services 4,293,741 1,319,284 72,344 303,078 (2,599,035)
Interest 461,259 - - - (461,259)
Total Governmental
Activities $ 28350280 $ 3,720,125 $ 347,363 § 445,050 (23,837,742)
General Revenues:
Real property taxes 19,224 451
Other tax items:
Payments in lieu of taxes 745,533
interest and penalties on real property taxes 268,453
Non-property taxes:
Non-property tax distribution from County 1,328,143
Franchise fees - Cable TV 198,548
Unrestricted use of money and property 112,782
Unrestricted State aid 579,654
Gain on sale of real property 122,055
Miscellaneous 102,818
Total General Revenues 22,682,437
Change in Net Assets (1,155,305)
Net Assets - Beginning 20,505,727
Net Assets - Ending $ 19,350,422

The notes to financial statements are an integral part of this statement.

16



TOWN OF NORTH CASTLE, NEW YORK

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2009

ASSETS
Cash and Equivalents
Investments

Restricted Investments

Taxes Receivable, net of
allowance for uncollectible taxes

Other Receivables:
Accounts
Water rents
State and Federal aid
Due from other governments

Prepaid Expenditures
Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Accrued liabilities
Retainages payable
Bond interest and

matured bonds payable

Due to other governments
Due to school districts
Deferred revenues
Deferred tax revenues
Bond anticipation notes payable

Total Liabilities

Fund Balances:
Reserved for encumbrances
Reserved for prepaid expenditures
Reserved for parklands
Reserved for trusts
Reserved for workers'
compensation benefits
Reserved for D.A.R.E.
Reserved for debt service
Unreserved, reported in:
General Fund
Special Revenue Funds
Capital Projects Fund

Total Fund Balances

Total Liabilities and Fund Balances

The notes to financial statements are an integral part of this statement.

Public Special

General Highway Library Districts
$ 2585482 $ 848469 $ 247471 $ 3,972,031
337,843 - - -
24,787,857 - - -
104,525 11,513 - 114
- - - 77,726
366,565 - - -
471,090 11,513 - 77,840
153,241 - - -

$ 28335513 $ 859982 § 247471 $§ 4,049,871
$ 41120 % 1664 $ 3870 §$ 81,703
75,621 18,417 - -
14,240 - - 2,318
25,746 - - -
26,067,714 - - -
- - - 6,458
891,135 - - -
27,115,576 20,081 3,870 90,479
55,667 8,100 980 144,268
153,241 - - -
1,692 - - -
1,712 - - -
1,007,625 - - -
- 831,801 242,621 3,815,124
1,219,937 839,901 243,601 3,959,392

$ 28335513 $ 859982 § 247471 $ 4,049,871
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Capital
Projects

Non-Major
Governmental
Funds

Total
Governmental
Funds

1,332,110

$ 1,295375

$ 10,280,938

337,843

1,712,611

1,712,611

24,787,857

164,552

116,152

77,726
164,552
366,565

164,552

724,995

163,241

3,209,273

$ 1,295,375

$ 37,997,485

279,424

209,424

151,309

2,407,903

$ 407,781
94,038
225,982

575

25,746
26,067,714
167,767
891,135
2,407,903

3,048,060

30,278,641

161,213

341,571
952,263

209,015
153,241
341,571
952,263

1,692
1,712
966

1,007,625
4,889,546
161,213

161,213

1,294,800

7,718,844

$

3,209,273

$ 1,295,375

$ 37,997,485
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TOWN OF NORTH CASTLE, NEW YORK

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET TO
THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2009

Fund Balances - Total Governmental Funds $ 7,718,844

Amounts reported for governmental activities in the statement of net
assets are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds 32,730,675

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.
Real property taxes 891,135

Long-term liabilities that are not due and payable in the current
period and, therefore, are not reported in the funds.

Accrued interest payable (133,572)
Bonds payable (15,228,563)
Compensated absences (2,499,344)
Other postemployment benefit obligations (4,128,753)

(21,990,232)

Net Assets of Governmental Activities $ 19,350,422

The notes to financial statements are an integral part of this statement.
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TOWN OF NORTH CASTLE, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

YEAR ENDED DECEMBER 31, 2009

REVENUES
Real property taxes
Other tax items
Non-property taxes
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and

compensation for loss

Interfund revenues
State aid
Federal aid
Miscellaneous

Total Revenues

EXPENDITURES
Current:

General government support

Public safety

Health

Transportation

Economic opportunity
and development

Culture and recreation

Home and community services

Debt Service:
Principal
Interest

Capital Outlay

Total Expenditures

Excess (Deficiency) of

Revenues Over Expenditures
OTHER FINANCING SOURCES (USES)

Sale of real property
Bonds issued
Transfers in
Transfers out

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances (Deficits) -
Beginning of Year

Fund Balances -
. End of Year

Public Special

General _Highway Library Districts
$ 9,878,105 4,597,860 1,461,507 2,724,127
1,013,986 - - -
1,526,691 - - -
1,391,990 - 23,994 1,065,599
- 213,612 - -
125,058 38 18,222 273,159
578,110 - - -
213,835 - - -
32,519 83,896 1,258 -
- 3,207 - -
619,973 - 3,036 -
41,400 - - -
102,818 - 7,755 12,422
15,524,485 4,898,613 1,515,772 4,065,307
3,451,418 - - 2,636
7,439,652 - - 429,243
6,357 - - 238,326
286,646 4,280,755 - 112,559
115,401 - - -
2,518,542 - 1,462,389 -
1,452,662 - - 2,214,603
23,110 28,668 - 18,400
15,293,788 4,309,423 1,462,389 3,015,767
230,697 589,190 53,383 1,049,540
124,042 - - .
(327,376) (318,497) - (792,170)
(203,334) (318,497) - (792,170)
27,363 270,693 53,383 257,370
1,192,574 569,208 190,218 3,702,022
$ 1,219,937 839,901 243601 $ 3,959,392

The notes to financial statements are an integral part of this statement.
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Capital
Projects

Non-Major
Governmental
Funds

Total
Governmental
Funds

291,972
148,578
4,500

$ -

$ 18,661,599
1,013,986
1,526,691
2,471,583

213,612
419,705
578,110
213,835

117,673

3,207
.914,981
189,978
188,315

445,050

26,513,275

4,323,113

40,375

495,000
370,551

3,454,064
7,868,895

244,683
4,679,960

115,401
4,021,306
3,667,265

495,000
440,729
4,323,113

4,323,113

905,926

29,310,406

(3,878,063)

(841,878)

(2,797,131)

5,245,000
572,492

865,551

124,042
5,245,000
1,438,043

(1,438,043)

5,817,492

865,551

5,369,042

1,939,429

(1,778,216)

23,673

1,271,127

2,571,911

5,146,933

$

161,213

$ 1,294,800

$ 7718844
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TOWN OF NORTH CASTLE, NEW YORK

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2009

Amounts Reported for Governmental Activities in the Statement of Activities are Different Because:

Net Change in Fund Balances - Total Governmental Funds $ 2,571,911

Governmental funds report capital outlays as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which capital outlay exceeded
depreciation expense in the current period. This amount is less than the total capital
outlay since capital outlay includes amounts under the capitalization threshold and,
therefore, were not capitalized.

Capital outlay expenditures 4,203,224
Depreciation expense (1,524,759)
2,678,465

The net effect of various miscellaneous transactions involving capital assets
(i.e. sales, trade-ins and donations) is to decrease net assets (1,987)

Revenues in the statement of activities that do not provide,current financial resources
are not reported as revenues in the funds.
Real property taxes 562,852

Bond proceeds provide current financial resources to governmental funds, but issuing
debt increases long-term liabilities in the statement of net assets. Repayment of bond
principal is an expenditure in the governmental funds, but the repayment reduces long-
term liabilities in the statement of net assets.

Bonds issued (5,245,000)
Principal paid on bonds 495,000
(4,750,000)

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds.

Compensated absences (131,170)
Accrued interest payable (20,530)

Other postemployment benefit obligations (2,064,846)
(2,216,546)

Change in Net Assets of Governmental Activities $ (1,155,3095)

The notes to financial statements are an integral part of this statement.
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TOWN OF NORTH CASTLE, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - BUDGET AND ACTUAL
GENERAL, HIGHWAY, PUBLIC LIBRARY AND SPECIAL DISTRICTS FUNDS
YEAR ENDED DECEMBER 31, 2009

General Fund

Variance with
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues:
Real property taxes $ 10,377,298 $ 10473669 $ 9878105 $  (595,564)
Other tax items 929,116 929,116 1,013,986 84,870
Non-property taxes 1,540,000 1,540,000 1,526,691 (13,309)
Departmental income 1,494,470 1,494,470 1,391,990 (102,480)
Intergovernmental charges - - - -
Use of money and property 210,800 210,800 125,058 (85,742)
Licenses and permits 671,110 671,110 578,110 (93,000)
Fines and forfeitures 177,000 177,000 213,835 36,835
Sale of property and
compensation for loss 23,600 23,600 32,519 8,919
Interfund revenues ' - - - -
State aid 977,400 887,420 619,973 (267,447)
Federal aid - 41,400 41,400 -
Miscellaneous 35,000 37,565 102,818 65,253
Total Revenues 16,435,794 16,486,150 15,524,485 (961,665)
Expenditures:
Current:
General government support 4,207,252 4,300,907 3,451,418 849,489
Public safety 7,845,677 7,809,965 7,439,652 370,313
Health 6,862 6,862 6,357 505
Transportation 311,460 311,460 286,646 24 814
Economic opportunity and
development 169,461 153,996 115,401 38,595
Culture and recreation 2,769,004 2,772,323 2,518,542 253,781
Home and community services 1,596,731 1,599,426 1,452,662 146,764
Debt Service - Interest 18,975 23,111 23,110 1
Total Expenditures 16,925,422 16,978,050 15,293,788 1,684,262
Excess (Deficiency) of Rev-
enues Over Expenditures (489,628) (491,900) 230,697 722 597
Other Financing Sources (Uses):
Sale of real property - - 124,042 124,042
Transfers out (392,385) (392,385) (327,376) 65,009
Total Other Financing Uses (392,385) (392,385) (203,334) 189,051
Net Change in Fund Balances (882,013) (884,285) 27,363 911,648
Fund Balances - Beginning of Year 882,013 884,285 1,192,574 308,289
Fund Balances - End of Year $ - 8 - $ 1219937 $ 1,219,937
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Highway Fund Public Library Fund
Variance with Variance with
Final Budget Final Budget
Original Final Positive Original Final Positive
Budget Budget Actual (Negative) Budget Budget Actual (Negative)
4694231 $ 4597,860 $ 4,597,860 $ - $ 1461507 $ 1461507 $ 1461507 §$ -
- - - - 30,500 30,500 23,994 (6,506)
80,500 80,500 213,612 133,112 - - - -
40,000 40,000 38 (39,962) 33,000 33,000 18,222 (14,778)
23,200 23,200 83,896 60,696 1,100 1,100 1,258 158
2,200 2,200 3,207 1,007 - - - -
- - - - 3,200 3,200 3,036 (164)
- - - - 575 575 7,755 7,180
4,840,131 4,743,760 4,898,613 154,853 1,629,882 1,529,882 1,615,772 (14,110)
4,545,528 4,605,649 4,280,755 324,894 - - - -
- - - - 1,562,582 1,562,582 1,462,389 100,193
28,660 28,668 28,668 - - - - -
4,574,188 4,634,317 4,309,423 324,894 1,662,582 1,562,582 1,462,389 100,193
265,943 109,443 589,190 479,747 (32,700) (32,700) 53,383 86,083
(318,500) (318,500) (318,497) 3 - - - -
(318,500) (318,500) (318,497) 3 - - - -
(52,557) (209,057) 270,693 479,750 (32,700) (32,700) 53,383 86,083
52,557 209,057 569,208 360,151 32,700 32,700 190,218 157,618
- 3 - $ 839901 $ 839,901 8 - 38 - $ 243601 243,601
(Continued)
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TOWN OF NORTH CASTLE, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - BUDGET AND ACTUAL (Continued)

GENERAL, HIGHWAY, PUBLIC LIBRARY AND SPECIAL DISTRICTS FUNDS

YEAR ENDED DECEMBER 31, 2009

Revenues:

Real property taxes

Other tax items

Non-property taxes
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and
compensation for loss
Interfund revenues

State aid
Federal aid
Miscellaneous

Total Revenues

Expenditures:
Current:

General government support

Public safety
Health
Transportation

Economic opportunity and
development
Culture and recreation
Home and community services
Debt Service - Interest

Total Expenditures

Excess (Deficiency) of Rev-
enues Over Expenditures

Other Financing Sources (Uses):
Sale of real property

Transfers out

Total Other Financing Uses

Net Change in Fund Balances
Fund Balances - Beginning of Year

Fund Balances - End of Year

The notes to financial statements are an integral part of this statement.

Special Districts Fund

Variance with
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
$ 2754596 $ 2754596 $ 2,724,127 § (30,469)
1,240,412 1,240,412 1,055,599 (184,813)
270,050 270,050 273,189 3,109
- - 12,422 12,422
4,265,058 4,265,058 4,065,307 (199,751)
17,040 17,539 2,636 14,903
429,243 429,243 429,243 -
256,426 256,427 238,326 18,101
167,533 167,533 112,559 54,974
3,598,376 3,697,876 2,214,603 1,383,273
18,420 18,420 18,400 20
4,487,038 4,487,038 3,015,767 1,471,271
(221,980) (221,980) 1,049,540 1,271,520
(737,195) (792,195) (792,170) 25
(737,195) (792,195) (792,170) 25
(959,175) (1,014,175) 257,370 1,271,545
959,175 1,014,175 3,702,022 2,687,847
$ - 9% - $ 3959392 §$ 3,959,392
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TOWN OF NORTH CASTLE, NEW YORK

STATEMENT OF ASSETS AND LIABILITIES
FIDUCIARY FUND
DECEMBER 31, 2009

ASSETS

Cash - Demand deposits
Accounts Receivable

Total Assets

LIABILITIES

Accounts Payable
Deposits

Total Liabilities

The notes to financial statements are an integral part of this statement.
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TOWN OF NORTH CASTLE, NEW YORK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies

The Town of North Castle, New York (“Town”) was established in 1788 and operates in accordance
with Town Law and the various other applicable laws of the State of New York. The Town Board is the
legislative body responsible for overall operation. The Town Supervisor serves as chief executive and
chief financial officer. The Town provides the following services to its residents: public safety, health,
transportation, economic opportunity and development, culture and recreation, home and community
services and general and administrative support.

The accounting policies of the Town conform to generally accepted accounting principles as
applicable to governmental units and the Uniform System of Accounts as prescribed by the State of New
York. The Governmental Accounting Standards Board (“GASB”) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The following is a summary of the
Town's more significant accounting policies:

A. Financial Reporting Entity

The financial reporting entity consists of a) the primary government which is the Town, b)
organizations for which the Town is financially accountable and c) other organizations for which the
nature and significance of their relationship with the Town are such that exclusion would cause the
reporting entity’s financial statements to be misleading or incomplete as set forth by GASB.

In evaluating how to define the Town, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the
Town's reporting entity was made by applying the criteria set forth by GASB, including legal
standing, fiscal dependency and financial accountability. Based upon the application of these
criteria, there are no other entities which would be included in the financial statements.

B. Government-Wide Financial Statements

The government-wide financial statements (i.e. the Statement of Net Assets and the
Statement of Activities) report information on all non-fiduciary activities of the Town as a whole. For
the most part, the effect of interfund activity has been removed from these statements, except for
interfund services provided and used.

The Statement of Net Assets presents the financial position of the Town at the end of its
fiscal year. The Statement of Activities demonstrates the degree to which direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include (1) charges to
customers or applicants who purchase, use or directly benefit from goods or services, or privileges
provided by a given function or segment, (2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment and (3) interest earned
on grants that is required to be used to support a particular program. Taxes and other items not
identified as program revenues are reported as general revenues. The Town does not allocate
indirect expenses to functions in the Statement of Activities.

Separate financial statements are provided for governmental funds and fiduciary funds,

even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the fund financial statements.
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TOWN OF NORTH CASTLE, NEW YORK

NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

C.

Fund Financial Statements

The accounts of the Town are organized and operated on the basis of funds. A fund is an
independent fiscal and accounting entity with a self-balancing set of accounts which comprise its
assets, liabilities, fund balances, revenues and expenditures. Fund accounting segregates funds
according to their intended purpose and is used to aid management in demonstrating compliance
with finance related legal and contractual provisions. The Town maintains the minimum number of
funds consistent with legal and managerial requirements. The focus of governmental fund financial
statements is on major funds as that term is defined in professional pronouncements. Each major
fund is to be presented in a separate column, with non-major funds, if any, aggregated and
presented in a single column. Fiduciary funds are reported by type. Since the governmental fund
statements are presented on a different measurement focus and basis of accounting than the
government-wide statements’ governmental activities column, a reconciliation is presented on the
pages following, which briefly explains the adjustments necessary to transform the fund based
financial statements into the governmental activities column of the government-wide presentation.
The Town'’s resources are reflected in the fund financial statements in two broad fund categories, in
accordance with generally accepted accounting principles as follows:

Fund Categories

a. Governmental Funds - Governmental Funds are those through which most general
government functions are financed. The acquisition, use and balances of
expendable financial resources and the related liabilities are accounted for through
governmental funds. The following are the Town's major governmental funds.

General Fund - The General Fund constitutes the primary operating fund of the
Town in that it includes all revenues and expenditures not required by law to be
accounted for in other funds.

Special Revenue Funds - Special revenue funds are established to account for the
proceeds of specific revenue sources that are legally restricted to expenditures for
certain defined purposes. The major special revenue funds of the Town are as

follows:

Highway Fund - The Highway Fund is used to account for road and bridge
maintenance and improvements as defined in the Highway Law of the State
of New York.

Public Library Fund - The Public Library Fund is used to account for the
activities of the Town's Public Library.

Special Districts Fund - The Special Districts Fund is provided to account for
the operation and maintenance of the Town's water, sewer, street lighting,
fire protection, parking and ambulance districts.

Capital Projects Fund - The Capital Projects Fund is used to account for financial
resources to be used for the acquisition or construction of major capital facilities.
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TOWN OF NORTH CASTLE, NEW YORK

NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

The Town also reports the following hon-major governmental funds.

Special Revenue Fund -

Special Purpose Fund - The Special Purpose Fund is used to account for
assets held by the Town in accordance with terms of a trust agreement.

Debt Service Fund - The Debt Service' Fund is provided to account for the
accumulation of resources to be used for the redemption of principal and interest on
long-term debt.

b. Fiduciary Funds (Not Included in Government-wide Financial Statements) -
Fiduciary funds are used to account for assets held by the Town in an agency
capacity on behalf of others. The Town's Agency Fund is primarily utilized to
account for various deposits that are payable to other jurisdictions or individuals.

D. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The accounting and financial reporting treatment is determined by the applicable
measurement focus and basis of accounting. Measurement focus indicates the type of resources
being measured such as current financial resources (current assets less current liabilities) or
economic resources (all assets and liabilities). The basis of accounting indicates the timing of
transactions or events for recognition in the financial reports.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. The Agency Fund has no measurement
focus and utilizes the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. Property taxes are considered to be available if collected within sixty days of the
fiscal year end. A ninety day availability period is used for revenue recognition for all other
governmental fund revenues. Property taxes associated with the current fiscal period as well as
charges for services and intergovernmental revenues are considered to be susceptible to accrual
and have been recognized as revenues of the current fiscal period. Fees and other similar
revenues are not susceptible to accrual because generally they are not measurable until received in
cash. If expenditures are the prime factor for determining eligibility, revenues from Federal and
State grants are accrued when the expenditure is made. Expenditures generally are recorded when
a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and other post-employment benefit obligations are
recorded only when payment is due. General capital asset acquisitions are reported as
expenditures in governmental funds. Issuance of long-term debt and acquisitions under capital
leases are reported as other financing sources.
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TOWN OF NORTH CASTLE, NEW YORK

NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

When both restricted and unrestricted resources are available for use, it is the Town’s policy
to use restricted resources first, then unrestricted resources as they are needed.

E. Assets, Liabilities and Net Assets or Fund Balances
Deposits, Investments and Risk Disclosure

Cash and Equivalents - Cash and equivalents consist of funds deposited in
demand deposit accounts, time deposit accounts and certificates of deposit with original
maturities of less than three months.

The Town’s deposit and investment policies are governed by State statutes. The
Town has adopted its own written investment policy which provides for the deposit of funds
in FDIC insured commercial banks or trust companies located within the State. The Town is
authorized to use demand deposit accounts, time deposit accounts and certificates of
deposit. Permissible investments include obligations of the U.S. Treasury, U.S. Agencies,
repurchase agreements and obligations of New York State or its political subdivisions, and
accordingly, the Town's policy provides for no credit risk on investments.

Collateral is required for demand deposit accounts, time deposit accounts and
certificates of deposit at 100% of all deposits not covered by Federal deposit insurance.
The Town has entered into custodial agreements with the various banks which hold their
deposits. These agreements authorize the obligations that may be pledged as collateral.
Such obligations include, among other instruments, obligations of the United States and its
agencies and obligations of the State and its municipal and school district subdivisions.

Custodial credit risk is the risk that in the event of a bank failure, the Town's deposits
may not be returned to it. GASB Statement No. 40 directs that deposits be disclosed as
exposed to custodial credit risk if they are not covered by depository insurance and the
deposits are either uncollateralized, collateralized by securities held by the pledging
financial institution or collateralized by securities held by the pledging financial institution’s
trust department but not in the Town’s name. The Town’s aggregate bank balances that
were not covered by depository insurance were not exposed to custodial credit risk at
December 31, 2009.

Investments - The Town participates in the Cooperative Liquid Assets Securities
System (“CLASS”), a cooperative investment pool, established pursuant to General
Municipal Law that meets the definition of a 2a7-like pool. In accordance with the provisions
of General Municipal Law, Article 3A, CLASS has designated MBIA, Inc. as its registered
investment advisor. MBIA, Inc. is registered with the Securities and Exchange Commission
(“SEC”), and is subject to all of the rules and regulations of an investment advisor handling
public funds. As such, the SEC provides regulatory oversight of CLASS.

The pool is authorized to invest in various securities issued by the United States and
its agencies. The amount represents the amortized cost of the cooperative shares and is
considered to approximate fair value. The Town’s position in the pool is equal to the value
of the pool shares. Additional information concerning the cooperative is presented in the
annual report of CLASS, which may be obtained from MBIA Municipal Investors Service
Corporation, 113 King Street, Armonk, NY 10504.
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TOWN OF NORTH CASTLE, NEW YORK

NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

CLASS is rated AAA/N1+ by Fitch Ratings. Local government investment
cooperatives in this rating category meet the highest standards for credit quality,
conservative investment policies and safety of principal. The cooperative invests in a high
quality portfolio of investments legally permissible for municipalities and school districts in
the State.

The Town was invested only in the above mentioned obligations and, accordingly,
was not exposed to any interest rate or credit risk.

Restricted Investments - Restricted investments of the Capital Projects Fund consist of
bond proceeds held by a State agency. These funds are to be used for the Town’s Sewer Nitrogen
Removal capital project.

Taxes Receivable - Real property taxes attach as an enforceable lien on real property and
are levied on January 1st. The Town collects county, town, highway and special districts taxes
which are due April 1st and payable without penalty to April 30th. School districts taxes for the
period July 1st to June 30th are levied on July 1st and are due on September 1st with the first half
payable without penalty until September 30th and the second half payable without penalty until
January 31st. The Town guarantees the full payment of the County and school districts warrants
and assumes the responsibility for uncollected taxes. The Town also has the responsibility for
conducting in-rem foreclosure proceedings.

The Town functions in both a fiduciary and guarantor relationship with the County of
Westchester and the various school districts located within the Town with respect to the collection
and payment of real property taxes levied by such jurisdictions. County taxes are included in the
Town’s levy and are payable without penalty for thirty days. The County Charter provides for the
Town to collect County and school districts taxes and remit them as collected to the respective
municipality. However, the Town must remit to the County sixty percent of the amount levied by
May 25th and the balance of forty percent on October 15th. With respect to school district taxes, the
Charter provides that the Town satisfy the warrant of each school district by April 5th. Thus, the
Town’s fiduciary responsibility is from the date of the levy until the due date of the respective tax
warrant at which time the Town must satisfy its obligation to the municipalities regardless of the
amounts collected. The County tax warrant is due in October and uncollected County taxes have
been accounted for in a manner similar to Town taxes. The collection of school districts taxes is
deemed a financing transaction until the warrants are satisfied.

Other Receivables - Other receivables include amounts due from other governments and
individuals for services provided by the Town. Receivables are recorded and revenues recognized
as earned or as specific program expenditures are incurred. Allowances are recorded when

appropriate.

Inventory - There are no inventory values presented in the balance sheets of the respective
funds of the Town. Purchases of inventoriable items at various locations are recorded as
expenditures at the time of purchase and year-end balances at these locations are not material.

Prepaid Expenses/Expenditures - Prepaid expenses/expenditures consist of employee
retirement and other costs which have been satisfied prior to the end of the fiscal year, but
represent items which have been provided for in the subsequent year's budget and will benefit such
periods. Reported amounts in the fund financial statements are equally offset by a reservation of
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TOWN OF NORTH CASTLE, NEW YORK

NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

fund balance which indicates that these amounts do not constitute "available spendable resources”
even though they are a component of current assets.

Capital Assets - Capital assets, which include property, plant, equipment and infrastructure
assets (e.g., roads, bridges, sidewalks and similar items) are reported in the governmental
activities column in the government-wide financial statements. Capital assets are defined by the
Town as assets with an initial, individual cost of more than $5,000 and an estimated useful life in
excess of one year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation.

In the case of the initial capitalization of general infrastructure assets (i.e., those reported by
governmental activities), the Town chose to include all such items regardless of their acquisition
date or amount. The Town was able to estimate the historical cost for the initial reporting of these
assets through backtrending (i.e., estimating the current replacement cost of the infrastructure to be
capitalized and used an appropriate price-level index to deflate the cost to the acquisition year or
estimated acquisition year).

Major outlays for capital assets and improvements are capitalized as projects are
constructed. The cost of normal maintenance and repairs that do not add to the value of the asset
or materially extend assets lives is not capitalized.

Land and construction-in-progress are not depreciated. Property, plant, equipment and
infrastructure of the Town are depreciated using the straight line method over the following

estimated useful lives.

Life

Class in Years
Land improvements 20
Buildings and improvements 20-50
Infrastructure 30-50
Machinery and equipment 5-20

The costs associated with the acquisition or construction of capital assets are shown as
capital outlay expenditures on the governmental fund financial statements. Capital assets are not
shown on the governmental funds balance sheet.

Unearned/Deferred Revenues - Unearned/deferred revenues arise when assets are
recognized before revenue recognition criteria has been satisfied. In government-wide financial
statements, unearned revenues consist of revenue from grants received before the eligibility
requirements have been met.

Deferred revenues in fund financial statements are those where asset recognition criteria
have been met, but for which revenue recognition criteria have not been met. The Town has
reported deferred revenues of $891,135 for real property taxes in the General Fund, $6,458 for fees
received in advance in the Special Districts Fund and $151,309 for funds received in advance of
project expenditures in the Capital Projects Fund. Such amounts have been deemed to be
measurable but not "available” pursuant to generally accepted accounting principles.
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NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

Compensated Absences - The various collective bargaining agreements provide for the
payment of accumulated vacation and sick leave upon separation from service. The liability for
such accumulated leave is reflected in the government-wide Statement of Net Assets as current
and long-term liabilities. A liability for these amounts is reported in the governmental funds only if
the liability has matured through employee resignation or retirement. The liability for compensated
absences includes salary related payments, where applicable.

Long-Term Liabilities - In the government-wide financial statements, long-term debt and
other long-term obligations are reported as liabilities in the Statement of Net Assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are amortized over the term of the related debt.

In the fund financial statements, governmental funds recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of the debt
issued is reported as other financing sources. Premiums received on debt issuances are reported
as other financing sources while discounts on debt issuances are reported as other financing
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as Capital Projects Fund expenditures.

Net Assets - Net assets represent the difference between assets and liabilities. Net
assets are reported as restricted when there are limitations imposed on their use either through
the enabling legislation adopted by the Town or through external restrictions imposed by
creditors, grantors, or laws or regulations of other governments. Net assets on the Statement of
Net Assets include, invested in capital assets, net of related debt, restricted for capital projects,
special purposes, workers' compensation benefits, D.A.R.E., special districts and debt service.
The balance is classified as unrestricted.

Fund Balances - Reserves and Designations - Portions of fund balance are segregated
for future use and are therefore not available for future appropriation or expenditure. Amounts
reserved for encumbrances, prepaid expenditures, parklands, trusts, workers' compensation
benefits, D.A.R.E. and debt service represent portions of fund balance which are required to be
segregated in accordance with State law or generally accepted accounting principles. Designations
of unreserved fund balance in governmental funds indicates the utilization of these resources in the
ensuing year's budget or tentative plans for future use.

F. Encumbrances

In governmental funds, encumbrance accounting, under which purchase orders, contracts
and other commitments for the expenditure of monies are recorded in order to reserve applicable
appropriations, is generally employed as an extension of formal budgetary integration in the
General Fund and certain Special Revenue funds. Encumbrances outstanding at year-end are
reported as reservations of fund balance since they do not constitute expenditures or liabilities.

G. Use of Estimates
The preparation of the financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
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