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INDEPENDENT AUDITOR’S REPORT

County Legislature
County of Tompkins
Ithaca, New York

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the
County of Tompkins, as of and for the year ended December 31, 2008, which collectively comprise the County’s
basic financial statements as listed in the table of contents. The financial statements are the responsibility of the
County of Tompkins’ management. Our responsibility is to express opinions on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. 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 audit provides a reasonable basis for
our opinions.

In our opinion, based on our audit, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the County of Tompkins, as of
December 31, 2008, and the respective changes in financial position and the cash flows, where applicable, thereof
for the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

During the year ended December 31, 2008, the County of Tompkins implemented GASB Statement
Number 45, “Accounting and Financial Reporting by Employers for Other Postemployment Benefits Other than
Pensions.”

In accordance with Government Auditing Standards, we have also issued our report dated August 12, 2009 on
our consideration of the County of Tompkins' internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and is important for assessing the results of our audit.
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The Management’s Discussion and Analysis, Budgetary Comparison Schedules for the General, County Road,
Transportation, Solid Waste, and Special Grant Funds, and Schedule of Funding Progress are not a required part
of the basic financial statements but are supplementary information required by 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 required
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the financial statements that collectively
comprise the County of Tompkins’ basic financial statements. The supplementary information on pages 51 through
52a is presented for purposes of additional analysis and is not a required part of the basic financial statements of
the County of Tompkins. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial
statements of the County of Tompkins. 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.
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August 12, 2009
Ithaca, New York
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COUNTY OF TOMPKINS

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2008

Our discussion and analysis of the County of Tompkins’ financial performance provides an overview of the
County’s financial activities for the fiscal year ended December 31, 2008. Please read this information in
conjunction with the County’s financial statements, which begin on page 3.

FINANCIAL HIGHLIGHTS

The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$155,001,296 (net assets). Of this amount, $36,325,817 (unrestricted net assets) may be used to meet
the government’s ongoing obligations to citizens and creditors.

During 2008, the County adopted Governmental Accounting Standards Board (GASB) Statement 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other than Pensions.
This statement requires the County to record liability for a portion of the Actuarial Accrued Liability.

The County’s overall net assets increased by $3,004,377, or 2.0%, while unrestricted net assets
decreased by $(1,438,843), or 3.8%.

During the year, the County had revenues of $163,927,241, as compared to $156,177,463 in 2007.
Expenses of $160,922,864 increased by $6,395,869, from $154,526,995 in the prior year. The growth
in revenue was primarily due to an increase in capital grants while the growth in expenses was primarily
due to the implementation of GASB Statement Number 45, which changes the accounting for other
postemployment benefits.

The County invested almost $20 million in capital assets during the year. Most of this was invested in
Transportation infrastructure.

The General Fund recorded a decrease of $(1,109,159) in 2008 and ended the year with a fund
balance of $17,146,654. Of this fund balance, $1,482,168 was reserved for future expenditures,
$3,488,491 was designated to support the 2009 budget, and $12,175,995 was unreserved and
undesignated.

The County’s long-term obligations at year end totaled $78,952,777, an increase of $12,574,945 from
2007 resulting from the issuance of Bond Anticipation Notes to fund capital projects and the
implementation of GASB Number 45.

USING THIS ANNUAL REPORT

This annual report consists of a series of basic financial statements. The Statement of Net Assets and the
Statement of Activities (on pages 3 through 5a) provide information about the County as a whole and present a
longer-term view of the County’s finances. Fund financial statements start on page 6. For Governmental
Activities, these statements tell how these services were financed in the short term, as well as what remains for
future spending. Governmental Fund financial statements also report the County’s operations in greater detail
than the Government-wide statements by providing information about the County’s most significant funds. The
remaining statements provide financial information about activities for which the County acts solely as a trustee
or agent for the benefit of those outside the Government. Following these statements are notes that provide
additional information that is essential to a full understanding of the data provided in the financial statements.

In addition to the basic financial statements, the annual report contains other information in the form of
combining statements for those funds that are not considered Major Funds and, therefore, are not presented
individually in the basic financial statements.

Reporting the County as a Whole

Analysis of the County as a whole begins on page 3, with the Government-wide statements. The
Statement of Net Assets and the Statement of Activities report information about the County as a whole and
about its activities in a way that helps answer the question of whether the County, as a whole, is better off or
worse off as a result of the year’s activities. These statements include all assets and liabilities using the accrual
basis of accounting, which is similar to the accounting used by most private-sector companies. All of the
current year’s revenues and expenses are taken into account regardless of when the cash is received or paid.



COUNTY OF TOMPKINS
MANAGEMENT’S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

These two statements report the County’s net assets and changes in them. The County’s net assets, the
difference between assets and liabilities, are one way to measure the County’s financial health, or financial
position. Over time, increases or decreases in the County’s net assets are one indicator of whether its financial
health is improving or deteriorating.

One needs to consider other nonfinancial factors, however, such as changes in the County’s property tax
base and the condition of the County’s roads, to assess the overall health of the County.

In the Statement of Net Assets and the Statement of Activities, the County reports:

Governmental Activities: Most of the County’s services are reported in this category, including Public
Safety, Public Health, Economic Assistance, Transportation, and General Administration. Property and
sales taxes, and state and federal grants finance most of these activities.

Component Units: The County includes four separate legal entities in its report - the Tompkins County
Public Library, the Tompkins County Industrial Development Agency, the Tompkins County Soil and Water
Conservation District, and the Tompkins Tobacco Asset Securitization Corporation (TTASC). The TTASC
is reported as a blended component unit with the County’s Governmental Activities. The other three
component units are reported discretely. Although legally separate, these component units are important
because the County is financially accountable for them. Complete financial statements for the Tompkins
County Public Library, the Tompkins County Industrial Development Agency, the Tompkins County Soil
and Water Conservation District, and TTASC can be obtained from their administrative offices. See Note
1-A-2 to the basic financial statements.

Joint Ventures: The County reports its interest in the equity of two joint ventures - Tompkins Consolidated
Area Transit (TCAT), which was formed under a consolidation agreement between the City of Ithaca,
Tompkins County and Cornell University, to provide public transportation in Tompkins County and
surrounding areas, and the Tompkins Cortland Community College, a joint venture between Tompkins and
Cortland Counties. Complete financial statements for these entities can be obtained from their
administrative offices.

Reporting the County’s Most Significant Funds
Governmental Fund Financial Statements

Analysis of the County’s Major Funds begins on page 6. The Governmental Fund financial statements
provide detailed information about the most significant funds - not the County as a whole. Some funds are
required to be established by State law. However, management establishes many other funds to help it control
and manage money for particular purposes or to show it is meeting legal responsibilities for using certain taxes
and grants. The County’s two kinds of funds - Governmental and Proprietary - use different accounting
approaches.

Governmental Funds: All of the County’s services are reported in the Governmental Funds which focus
on how money flows into and out of those funds and the balances left at year end that are available for
spending. These funds are reported using an accounting method called modified accrual accounting which
measures cash and all other financial assets that can be readily converted to cash. The Governmental
Fund statements provide a detailed short-term view of the County’s general governmental operations and
the basic services it provides. Governmental Fund information helps determine whether there are more or
fewer financial resources that can be spent in the near future to finance the County’s programs. The
relationship (or differences) between Governmental Activities (reported in the Government-wide
statements) and Governmental Funds is explained in a reconciliation following the fund financial
statements.

Proprietary Funds: When the County charges customers for the services it provides - whether to outside
customers or to other units of the County - these services are generally reported in Proprietary Funds.
Proprietary Funds are reported in the same way that all activities are reported in the Statement of Net
Assets and the Statement of Activities. Internal Service Funds (a component of Proprietary Funds) are
used to report activities that provide supplies and services for the County’s other programs and activities
such as the administration of workers’ compensation obligations and self insurance program for general
liability.

-2a-



COUNTY OF TOMPKINS
MANAGEMENT’S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

The County as Trustee: The County is the trustee, or fiduciary, for other assets that, because of a trust
arrangement, can be used only for the trust beneficiaries. All of the County’s Fiduciary Activities are
reported in a separate Statement of Fiduciary Net Assets on page 13. We exclude these activities from the
County’s other financial statements because the County cannot use these assets to finance its operations.
The County is responsible for ensuring that the assets reported in these funds are used for their intended
purposes.

THE COUNTY AS A WHOLE

The County’s net assets for fiscal year ended December 31, 2008 increased $3,004,377, from
$151,996,919 to $155,001,296. In contrast, last year net assets increased by $1,650,468.

The largest portion of the County’s net assets of $106,975,487 (69.0%) reflects its investment in capital
assets (e.g. land, buildings, machinery & equipment and infrastructure) less any related debt used to acquire
those assets that is still outstanding. The County uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the County’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 by other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

A portion of the County’s net assets of $11,699,992 (7.5%) represents resources that are subject to external
restrictions on how they may be used and are reported as restricted net assets. These net assets consist of
unspent funds that are restricted for community development and debt service.

The remaining category of total net assets, unrestricted net assets of $36,325,817 (23.5%) may be used to
meet the government’s ongoing obligations and services to creditors and citizens. Of these net assets, the
County has appropriated $3,488,491 for 2009 expenses and designated another $30,527,710 for specific
purposes.

Our analysis below focuses on the net assets (Figure 1), and changes in net assets (Figure 2), of the
County’s Governmental Activities.

Figure 1 - Net Assets

Governmental Activities Percent Change
Restated

2007 2008 2007 2008
Current assets - County $ 45,816,977 $ 48,236,815 5.3%
Assets - TTASC 1,780,467 1,847,203 3.7%
Capital assets, net 155,101,586 167,825,852 8.2%
Other noncurrent assets - County 31,516,657 29,880,965 -5.2%
Total Assets 234,215,687 247,790,835 5.8%
Current liabilities - County 22,662,198 31,011,013 36.8%
Current liabilities - TTASC 206,048 221,048 7.3%
Noncurrent liabilities - County 48,475,649 50,600,971 4.4%
Noncurrent liabilities - TTASC 10,874,873 10,956,507 0.8%
Total Liabilities 82,218,768 92,789,539 12.9%
Invested in capital assets, net of debt 101,720,384 106,975,487 5.2%
Restricted 12,511,875 11,699,992 -6.5%
Unrestricted 37,764,660 36,325,817 -3.8%
Total Net Assets $ 151,996,919 $ 155,001,296 2.0%
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COUNTY OF TOMPKINS
MANAGEMENT’S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

The County’s total revenues increased by 5.0%, while the total cost of all programs and services increased
by 4.1%. While there were no substantive program realignments implemented during the year, the County
changed its accounting for other postemployment benefits to comply with GASB Statement Number 45. Our
analysis in Figure 2 separately considers the operations of Governmental Activities.

Figure 2- Changes in Net Assets

Governmental Activities AL,
Change
2007 2008 2007 - 2008
REVENUES

|\Program Revenues:
Charges for services $ 20,852,511 $ 22,144,189 6.2%
Operating grants 40,171,966 39,629,950 -1.3%
Capital grants 7,339,902 14,262,959 94.3%

General Revenues:
Property taxes and tax items 34,026,891 35,379,253 4.0%
Sales and other taxes 44,977,217 46,687,986 3.8%
Tobacco settlement - County 678,964 741,359 9.2%
Tobacco settlement - TTASC 688,854 741,359 7.6%
Unrestricted grants 812,076 748,363 -7.8%
Use of money and property 3,855,121 2,921,062 -24.2%
Change in equity interest in joint ventures 2,057,594 (64,706) -103.1%
Other 716,367 735,467 2.7%
Total Revenues 156,177,463 163,927,241 5.0%

PROGRAM EXPENSES

General Government 26,099,133 28,288,373 8.4%
Education 12,774,504 8,714,705 -31.8%
Public Safety 14,341,968 19,781,036 37.9%
Public Health 17,462,455 19,802,859 13.4%
Transportation 22,553,064 18,272,345 -19.0%
Economic Assistance and Opportunity 46,810,130 50,073,870 7.0%
Culture and Recreation 4,995,321 5,159,391 3.3%
Home and Community Services 6,218,604 7,522,495 21.0%
Interest on Iong-term debt 3,271,816 3,307,790 1.0%
Total Expenses 154,526,995 160,922,864 4.1%
IINCREASE IN NET ASSETS $ 1,650,468 $ 3,004,377 82.0%

In 2008, net assets increased by $3.0 million as a result of a variety of positive factors.
Contributing factors on the income side include increases in sales taxes, property taxes and capital project

grants. There were substantial decreases in revenues due to lower investment rates and a decline in the
financial position of Joint Venture entities.
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COUNTY OF TOMPKINS
MANAGEMENT’S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

Figures 3 and 4 show in percentages the sources of revenues for 2008 and 2007.

Figure 3 - Revenue by Source
Governmental Activities

2008
Sales and other Charges for State grants
taxes services 17.14%

28.48% 13.51%

0.87%
Property taxes
0,

21.58% Federal grants
15.66%

Tobacco

settlement-TTASC Tobacco Local grants
0.45% settlement-County Use of money and 0.08%
0.45% property

1.78%

Figure 4 - Revenue by Source
Governmental Activities
2007

Charges for
services

Other
2.30%
Property taxes
21.79% Federal grants

Tobacco
settlement-TTASC Tob Use of money and Lo?; Io%zjmts
0.44% obacco property e
settlement-County 2 47%
0.43% e

The cost of all Governmental Activities this year was $160,922,864. As shown in the Statement of
Activities, the amount that our taxpayers ultimately financed for these activities through County property and
other tax revenues was $84,885,766, because some of the cost was paid by those who directly benefited from
the programs or by other governments and organizations that subsidized certain programs with grants and
contributions. Overall, the County’s governmental program revenues were $76,037,098. The County paid for
the remaining “public benefit” portion of Governmental Activities with $87,890,143 in taxes and with other
revenues, such as interest and general entitlements.
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COUNTY OF TOMPKINS
MANAGEMENT’S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

A comparison of program expenses, outlined in Figure 2, highlights the following: General Government
program activities reflect an increase of 8% primarily due to growth in fringe benefits. Education expenses
decreased substantially as a result of the completion of capital improvements at the community college. Public
Safety reflected an increase of approximately $5.7 million, or 38% because of the completion of the 800MHZ
communication system. Public Health reflected an increase of 13.4% primarily as a result of initial
development of a new facility for the Health Department.

Program expenses for Transportation were down by $4 million because during 2007 there were cyclical
grants for bus purchases. Economic Assistance and Opportunity expenses reflected an increase of 7% or $3.2
million, largely as a result of increases in cost of mandated social service programs. Culture and Recreation
activities reflected a modest increase of $2 million or 3.3%, because of cost of living support for library services
and contractual salary adjustments. Home and Community activities were up substantially due to Solid Waste
programs. Interest on Long-term Debt reflected stability because of the planned phasing of debt issuance for
capital projects.

The total cost versus revenue generated by activities for the County’s largest programs is presented below.
The difference between the cost and revenue shows the relative financial burden placed on the County’s
taxpayers by each of these functions.

Figure 5 - Net Program Cost
Governmental Activities

2008
50,000,000
40,000,000 OCost
30,000,000 ERevenue
20,000,000
10,000,000

0
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COUNTY OF TOMPKINS
MANAGEMENT’S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

Figure 6 - Net Program Cost
Governmental Activities

2007
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THE COUNTY’S FUNDS

As the County completed the year, its Governmental Funds, as presented in the balance sheets on pages
6 - 6a, reported a combined fund balance of $35,776,536, which is lower than last year’s total, largely due
to the use of proceeds of debt for capital projects during the year. Of this amount, $6,018,091 is reserved for
future expenditures and $3,488,491 is designated for 2009 expenditures, leaving $26,269,954 in unreserved
and undesignated fund balances. However, of these fund balances, $9,087,375 is to be used for capital

projects. Figure 7 shows the changes in fund balance for the County’s Governmental Funds.
Figure 7 - Governmental Funds
Fund Balance at Years Ended
2007 2008 Dollar Change |
IMajor Funds:
General Fund $ 18,255,813 $ 17,146,654 $ (1,109,159)
County Road Fund 2,052,701 2,195,456 142,755
Transportation (Airport) Fund 308,723 275,046 (33,677)
Solid Waste Fund 1,705,719 1,946,673 240,954
Special Grant Fund 1,113,199 1,361,669 248,470
Debt Service Fund 1,881,737 1,544,269 (337,468)
INon-Major Funds:

Road Machinery Fund 678,106 517,861 (160,245)
TCAT Capital Project Fund 206,493 216,591 10,098
General Government Capital Project Fund 2,257,257 2,421,152 163,895
Transportation Capital Project Fund (725,301) 3,898,794 4,624,095
Home and Community Service Capital Project Fund 1,092,946 1,100,498 7,552
Public Health Capital Project Fund 201,217 98,168 (103,049)
Public Safety Capital Project Fund 2,982,583 763,126 (2,219,457)
Education Capital Project Fund (1,024,099) 589,046 1,613,145
TTASC Debt Service Fund 1,631,426 1,701,533 70,107

Totals $ 32,618,520 $ 35,776,536 $ 3,158,016

- of -
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(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

This year's total change in fund balance of $3,158,016 reflects an increase of 9%, compared to 2007. Of
the major operating funds, the General Fund decreased by $(1.1 million), or 9%. The General Fund’s decline
was primarily related to reductions in anticipated state and federal assistance for Social Service programs. The
Solid Waste Fund increased by $240,954 or 14%, primarily as the result of strong markets for recycled
materials. The Road Fund increased by $142,755 or 7% as a result of increased operating efficiency. The
Debt Service Fund declined by $(337,468) or 17% because anticipated revenue from the state for co-location
on the Public Safety Communication System did not materialize. The Airport Fund posted a decline of
$(33,677) or 11% because of an unexpected one-time expense for the buyout of a tenant contract. The fund
balances in listed capital projects vary
and are sensitive to timing of grant reimbursements, financing, and status of project completion.

General Fund Budgetary Highlights

Over the course of the year, the County Legislature revised the County budget several times. These
budget amendments consist of budget transfers between functions, which do not increase the overall budget.
In addition to these transfers, the County Legislature increased the overall budget to provide for unspent
appropriations from the previous year (encumbrances) and various grants where the majority of the funding

came from federal and state sources.

$821,000 from the Contingent Fund in order to offset over-runs in mandated programs.

Figure 8 - Budgetary Comparison Schedule - General Fund

At the close of the year it was necessary to transfer approximately

December 31, 2008
Original Final Actual w/ Variance
Budget Budget Encumbrances | Fav.-(Unfav.)
REVENUES
Real property taxes and tax items $ 34,660,597 |$ 34,660,597 |$ 35,135,578 |$ 474,981
Nonproperty tax items 34,417,404 45,992,404 46,687,986 695,582
Departmental income 9,833,556 11,859,346 11,221,218 (638,128)
Fines and forfeitures 218,905 220,063 179,485 (40,578)
Use of money and property 1,264,000 1,264,000 995,854 (268,146)
Miscellaneous local sources 1,692,974 1,956,527 1,508,600 (447,927)
Sale of property and compensation for
lloss 645,000 707,761 824,714 116,953
State sources 22,356,358 25,846,939 25,078,334 (768,605)
Federal sources 12,775,824 14,803,460 12,587,601 (2,215,859)
Other 2,388,812 2,396,340 1,233,577 (1,162,763)
Total Revenues and Other Financing
Sources $120,253,430 |$ 139,707,437 |$ 135,452,947 |$ (4,254,490)
Appropriated Fund Balance $ 4,808,263 |$ 6,079,982 |$ -0- [$ -0-
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COUNTY OF TOMPKINS
MANAGEMENT’S DISCUSSION AND ANALYSIS

(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

Figure 8 - Budgetary Comparison Schedule - General Fund (Continued)
December 31, 2008

Original Final Actual w/ Variance
Budget Budget Encumbrances | Fav.-(Unfav.)
EXPENDITURES
General Government $ 13,339,686 |$ 25,284,170 |$ 24,302,997 |$ 981,173
Education 7,607,446 7,812,880 7,812,551 329
Public Safety 11,375,293 12,851,035 11,678,037 1,172,998
Public Health 16,405,593 18,191,574 15,817,296 2,374,278
Transportation 4,417,086 5,829,280 5,441,399 387,881
Economic Assistance and Opportunity 43,432,984 46,251,948 44,045,079 2,206,869
Culture and Recreation 4,646,474 4,727,949 4,699,085 28,864
Home and Community 1,399,412 1,512,836 1,211,384 301,452
Employee Benefits 11,256,123 12,044,615 11,692,869 351,746
Debt service -0- 83,000 82,396 604
Other Financing Uses 11,181,596 11,198,132 10,693,703 504,429
Total Expenditures and Other
Financing Uses $ 125,061,693 |$ 145,787,419 |$ 137,476,796 |$ 8,310,623
Excess of (Expenditures) and Other
Financing Sources (Uses) $ -0- 1% -0-1% (2,023,849) | $ 4,056,133

Even with these adjustments, the actual charges to appropriations (expenditures) were below the final
budget amounts. The General Government balance is reflective of delays in activities related to project grants,
and deferral of certain building repairs. The unexpended balances for Public Safety and Public Health are
somewhat misleading because the Probation and Health departments included allocations for fringe benefits;
however the charges for fringe benefits were actually distributed to the Employee Benefits functional group.
Adjusting for the unexpended fringe allocations reduces the Public Safety balances listed above by $861,000,
and Public Health by $1,441,000. The balances for Economic Assistance and Opportunity are primarily
associated with Social Service programs and unspent allocations are offset by unrealized revenues

Revenues appropriated to support operations were $4,254,490 below actual budget receipts. The County
closely managed the budget during the year to mitigate projected budget shortfalls. Factors contributing to the
revenue budget disparity were primarily related to losses in federal and state assistance which were beyond the
County’s control. Additionally, approximately $1.2 million of unrealized revenue was related to a budget policy
change in the methodology of charging departmental budgets for fringe benefits.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of December 31, 2008, the County had $167,825,852, net of accumulated depreciation of
$95,958,469, invested in a broad range of capital assets, including buildings, machinery and equipment, roads

and bridges. This amount represents a net increase (including additions and deductions) of $12,724,266 over
last year.
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Figure 9 - Capital Assets, Net of Depreciation

Governmental Activities

Percent Change

2007 2008 2007 - 2008
Land 7,120,899 $ 7,120,899 0.0%
Construction in progress
17,152,057 2,688,300 -84.3%
Buildings and improvements 47,829,269 48,194,461 0.8%
Equipment 7,460,880 6,185,633 -17.1%
Infrastructure 75,538,481 103,636,559 37.2%
Totals 155,101,586 $ 167,825,852 8.2%
This year's additions consisted of:
Land and construction in progress $ 1,361,523
Buildings and building improvements 3,093,231
Machinery and equipment 766,563
Infrastructure 14,804,757
Total Additions 20,026,074
Less net book value of disposals (486,722)
Less depreciation expense (6,815,086)
Change in Capital Assets, Net of Accumulated Depreciation $ 12,724,266

Debt Administration

Total long-term liabilities increased in 2008 by $12,574,945, as shown in Figure 10. This was largely the
result the issuance of Bond Anticipation Notes of $11,100,000 to fund capital projects in accordance with its
capital plan and the implementation of GASB Statement Number 45, which resulted in a first year liability of
$6,021,175. Of the total indebtedness of the County, $36,205,000 was subject to the constitutional debt limit
and represented 11.2% of the County’s statutory debt limit. Tobacco settlement pass-through bonds are debt of
the Tompkins Tobacco Asset Securitization Corporation (TTASC), under which 50% of the County’s future
tobacco settlement proceeds were securitized. The County is not responsible for this debt in the event that the
TTASC were to default in repayment of the bonds.

Figure 10 - Outstanding Debt at Years Ended

Governmental Activities Dollar Chan&
Restated
2007 2008 2007 - 2008
Serial bonds $ 39,309,659 $ 35,691,736 $ (3,617,923)
Bond Anticipation Note payable 1,815,000 12,140,000 10,325,000
Compensated absences 3,055,158 3,648,807 593,649
Installment purchase debt 10,246,595 9,357,005 (889,590)
Workers’ compensation claims 634,999 634,999 -0-
Self insurance claims 235,500 281,500 46,000
Other postemployment benefits liability -0- 6,021,175 6,021,175
Tobacco settlement pass-through bonds 11,080,921 11,177,555 96,634
Totals $ 66,377,832 $ 78,952,777 $ 12,574,945
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The County continues to maintain a Moody’s bond rating of Aa2. More detailed information about the
County’s long-term liabilities is presented in Note 2-B-2 to the basic financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Tompkins County will continue to be challenged by a structural imbalance between program cost and
revenue growth. The County Legislature is sensitive to the property tax burden and has instituted policies to
promote stability and predictability. The budget adopted for 2009 maintains service levels but acknowledges
that the decline in the economy will challenge operations. The 2009 tax levy of $34.5 million reflects an
increase of $87 million or 2.6% over the 2008 levy of $33.4 million. Property valuations remain stable
however, because of a revaluation of assessment levels from 85% to 100%, and the taxable values increasing
from $5,212,900,190 to $6,209,475,156, or 19%. Because of this revaluation, 2009 tax rates decreased from
$6.76 to $5.94 or (13.5%).

The 2009 budget reflects continued use of General Fund Balance of $3.5 million, as compared to $3.9
million in 2008, to support operations. Sales tax receipts are estimated to increase by 3.25%, which is
consistent with patterns over the past five years and approximately what was actually received in 2008.

The employment base of the County remains anchored by higher education, however employment levels
are projected to decline due to the recession. The unemployment rate in the County is consistently the lowest
in the region but is increasing comparably to national trends.

The County continues to anticipate and fiscally plan for those areas which are outside of our control and
could have a material effect on future tax levies.

The first is the national recession which poses a significant challenge, as our budget is largely dependent
upon sales tax receipts. Current projections indicate that the 2009 budget is likely to experience a significant
shortfall, and a prolonged economic downturn will affect future financial plans.

The second area of concern is fringe benefit cost. During 2008, the County implemented GASB Statement
45; however, no provisions have been initiated to address the funding of the OPEB liability. The County is
working on the establishment of a Countywide Municipal Health Insurance Cooperative which, because of its
larger membership, would have the potential to reduce cost and growth by spreading risk over a larger base.
Additionally, with a Self-Insurance Plan it may be practical to offer more cost effective types of insurance
coverage.

Another cost pressure is New York State Retirement contributions. Because of the stock market downturn,
retirement contribution rates are projected to rise dramatically in the near term. Contribution rates are expected
to increase from 7.2% of payroll in 2009 to 11% in 2010, and could rise to 24% in 2012 if there is no turnaround
in financial markets.

The third area outside of our control is the possible effect of the New York State budget on County
governments. A reduction in state reimbursements, and an increasing trend on the part of the State Legislature
to pass down costs to County governments could substantially impair fiscal stability.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the County’s finances and to show the County’s accountability for the money it receives. If
you have questions about the report or need any additional financial information, contact the Finance Director,
Tompkins County, 125 East Court Street, lthaca, New York 14850.
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An additional $711,955 is reserved in the Internal Service Fund to fund any claims. Activity for
workers’ compensation claims is as follows:

Liability Claims and Liability
Beginning Changes in Claim End
Year of Year Estimates Payments of Year
2008 $ 634,999 $ 433,058 $ 433,058 $ 634,999
2007 700,312 281,186 346,499 634,999

Property, Plant, and Equipment

All capital assets are valued at historical cost or estimated historical cost. Contributed assets are
reported at fair market value as of the date received. Additions, improvements, and other capital
outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred for
repairs and maintenance are expensed as incurred. Depreciation on all assets is provided on the
straight-line basis over the estimated useful lives of the assets. Equipment and furnishings over
$5,000; machinery and motor vehicles over $25,000; land and buildings over $100,000; and
infrastructure assets over $100,000, and have a useful life greater than one year, are capitalized at
cost in the Statement of Net Assets. Contributed fixed assets are recorded at fair market value at the
date received. The estimated useful lives for governmental capital assets are as follows:

Buildings and improvements 30 years
Machinery and equipment  5- 15 years
Infrastructure 25 - 50 years

. Vacation and Sick Leave and Compensatory Absences

County of Tompkins' employees are granted vacation and sick leave and earn compensatory
absences in varying amounts. Two to four weeks of vacation time, depending upon length of
employment, is earned by each full time permanent and provisional employee. Benefits accrue upon
commencement of employment. Sick/disability leave credits accumulate to a maximum of 120 days.
Upon termination of employment, employees are compensated for unused vacation time up to a
maximum of two years. 760 employees are eligible to receive unused sick benefits, unused holiday
time, and unused compensatory time in cash or credit to be used to pay for health insurance during
retirement. The value of these benefits at December 31, 2008, is approximately $3,648,807, and is
recorded as a long-term obligation in the Statement of Net Assets. In addition, component units of the
County reported $104,115 in compensated absences at December 31, 2008.

Payment of vacation and sick leave recorded in the Statement of Net Assets is dependent upon
many factors; therefore, timing of future payments is not readily determinable. However, management
believes that sufficient resources will be made available for the payments of vacation and sick leave
and compensatory absences when such payment becomes due.

Postemployment Benefits

In addition to providing pension benefits, the County of Tompkins provides health insurance
coverage and survivor benefits for retired employees and their survivors. Substantially all of the
County of Tompkins' employees may become eligible for these benefits if they elect to continue
coverage. Health care benefits and survivors benefits are provided through an insurance company
whose premiums are based on the benefits paid during the year. The County of Tompkins recognizes
the cost of providing benefits by recording its share of insurance premiums as an expenditure in the
year paid.
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During 2008, the County adopted GASB Statement Number 45, "Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions." The County's liability for
other postemployment benefits has been recorded in the Statements of Net Assets, in accordance
with the statement. See Note 2.B.3 for additional information.

Certain retirees of the Tompkins County Library and Tompkins Cortland Community College are
covered under health plans administered by the County. Both of these entities reimburse the County
fully for their share of postemployment benefits.

O. Interfund Activity

Interfund activity is reported as either loans, services provided, reimbursements or transfers.
Loans are reported as interfund receivables and payables as appropriate, and are subject to
elimination upon consolidation. Services provided, deemed to be at market or near market rates,
are treated as revenues and expenditures/expenses. Reimbursements take place when one fund
incurs a cost, charges the appropriate benefiting fund and reduces its related cost as a
reimbursement. All other interfund transactions are treated as transfers. Transfers between
Governmental Funds are netted as part of the reconciliation to the Government-wide financial
statements.

Note 2 - Detail Notes
A. Assets

1. Cash and Investments

The County of Tompkins' investment policies are governed by state statutes. In addition, the
County of Tompkins has its own written investment policy. County of Tompkins' monies must be
deposited in FDIC-insured commercial banks or trust companies located within the state. The
County Finance Director is authorized to use demand accounts and certificates of deposit.
Permissible investments include obligations of the U.S. Treasury and U.S. Agencies, repurchase
agreements, and obligations of New York State or its localities.

Collateral (security) 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 its municipalities
and school districts.

The written investment policy requires repurchase agreements to be purchased from banks
located within the state and that underlying securities must be obligations of the federal
government. Underlying securities must have a market value of at least 105 percent of the cost of
the repurchase agreement.

Deposits and investments are valued at cost or cost plus interest, and are categorized as
either (1) insured and for which the collateral is held by the County of Tompkins' agent in the
County's name, (2) collateralized, and for which the securities are held by the pledging financial
institution's trust department or agent in the County's name, or (3) uncollateralized.

Deposits and investments at year end were entirely covered by FDIC insurance or by
collateral held by custodial banks in the County’s name. Total financial institution (bank) balances
at December 31, 2008, per the bank, were $34,488,722 and $2,632,387 for the primary
government and component units, respectively.
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Restricted Cash

Restricted cash and cash equivalents, reported on the Government-wide financial statements
consists of:

Governmental Activity Amount

Capital Projects - Unspent bond proceeds $ 2,976,309
Debt Service 1,774,975
Community Development 1,242,836
Public Safety 351,463
Repairs and Replacements 400,000
Home and Community 184,692
Home and Community - Open space protection 31,323
Transportation 436

Total Governmental Activities $ 6,962,034

Restricted investments of $657,760 represent amounts held in a mandated TASC liquidity
reserve, which is held in trust and comprised of commercial paper maturing March 3, 2009
recorded at cost, which approximates fair value.

Investments of the Tompkins County Public Library Foundation

Investments of the Tompkins County Public Library Foundation, a component unit of the
Tompkins County Public Library are stated at fair value and consist of Mutual Funds, as follows:

2008
Fair Unrealized
Cost Value Depreciation
Mutual Funds $ 1,035,331 $ 730,098 $ (305,233)

Securities and Mortgages Receivable

The County has recorded $2,509,596 of Securities and Mortgages Receivable offset by
Deferred Revenues of $2,509,596 in the Debt Service Fund. In the Statement of Net Assets, this
receivable is not deferred. The receivable represents the portion of debt reflected in the
Statement of Net Assets which third parties have contractual responsibility for reimbursing the
County for future Debt Service requirements. The following summarizes the parties and
obligations involved:

Original Date Balance

Indebtedness  Amount Issued Party Involved % Share 12/31/08
Serial Bond $ 330,000 2003 Food Net 100% $ 242,596
BAN 105,000 2002 Cooperative Extension of T.C. 100% 75,008
BAN 2,910,000 2001 Cortland County 36% 589,430
BAN 1,400,000 2001  Tompkins Community Action 100% 900,090
Serial Bond 350,000 1995 Cooperative Extension of T.C. 100% 150,013
Serial Bond 2,800,000 1995 Cortland County 36% 312,546
Serial Bond 1,000,000 1998 Cortland County 36% 239,913
Total $ 2,509,596
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Other Receivables

Accounts receivable as of December 31, 2008, is as follows:

General Fund:
Sales tax revenue - 4™ quarter $
Tobacco settlement revenue receivable
Miscellaneous rents and fees
Allowance for uncollectibles

2,855,126
741,359
988,432

(95,019)

Total General Fund

County Road Fund:
Reimbursement for purchase of equipment

Transportation Fund:
Transportation fees due from airlines

Solid Waste Fund:
Solid waste tipping fees
Allowance for uncollectibles

4,489,898

150,000

303,450

105,755
(70,180)

Total Solid Waste Fund
Special Grant Fund: Grants receivable

Non-Major Funds:
TTASC Tobacco settlement revenue receivable
and accrued interest
Charges for services

35,575

8,647

741,359
5,500

Total Non-Major Funds

746,859

Total Governmental Funds $

5,734,429

Property Taxes

At December 31, 2008, the total real property tax assets of $5,120,982 are offset by an
allowance for uncollectible taxes of $535,959. Current year returned village and school taxes of
$2,783,603 are offset by liabilities to the villages and school districts which will be paid no later
than April 1, 2008. The remaining portion of tax assets is (partially) offset by deferred tax revenue
of $1,575,581 (which represents an estimate of the taxes which will not be collected within the first

sixty (60) days of the subsequent year).
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Capital asset activity for the year ended December 31, 2008, was as follows:

Governmental Activities:
Non-depreciable Capital
Assets:
Land and land
improvements
Construction in progress
Total Non-depreciable
Capital Assets

Depreciable Capital Assets:
Buildings
Machinery and equipment
Infrastructure
Total Depreciable Capital
Assets
Total Historical Cost

Less Accumulated
Depreciation:
Buildings
Machinery and equipment
Infrastructure
Total Accumulated
Depreciation

Governmental Activities
Capital Assets, Net

$

$

Balance at Reclassifi- Balance at
12/31/07 Additions Deletions cation 12/31/08
7,120,899 $ $ $ 7,120,899
17,152,057 1,361,523 (16,911,223) 1,085,943 2,688,300
24,272,956 1,361,523 (16,911,223) 1,085,943 9,809,199
74,831,683 3,093,231 77,924,914
14,448,105 766,563 (1,953,293) (1,085,943) 12,175,432
132,156,796 31,715,980 163,872,776
221,436,584 35,575,774 (1,953,293) (1,085,943) 253,975,122
245,709,540 36,937,297 (18,864,516) -0- 263,784,321
(27,002,414) (2,728,039) (29,730,453)
(6,987,225) (469,145) 1,464,571 (5,991,799)
(56,618,315)  (3,617,902) (60,236,217)
(90,607,954) (6,815,086) 1,464,571 (95,958,469)

155,101,586 $ 30,122,211 $ (17,397,945) $

-0- $ 167,825,852

Depreciation expense was charged to functions as follows:

Governmental Activities:

General Governmental Support
Education
Public Safety
Public Health
Transportation

Economic Assistance and Opportunity

Culture and Recreation
Home and Community Services

Total Governmental Activities Depreciation Expense
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Capital asset activity of the Tompkins County Public Library is as follows:

Balance at Reclassifications Balance at

Historical Cost: 12/31/07 Additions /Retirements 12/31/08
Equipment $ 1,249,596 $ 151,090 $ (80,933)$ 1,319,753
Collection 4,782,209 348,931 (143,466) 4,987,674
Total Historical Cost 6,031,805 500,021 (234,399) 6,307,427

Less Accumulated Depreciation:

Equipment (857,488) (129,140) 140,673 (845,955)
Collection (4,139,596) (306,616) 143,466 (4,302,746)
Total Accumulated Depreciation (4,997,084) (435,756) 284,139 (5,148,701)
Total Capital Assets, Net $ 1,034,721 $ 64,265 $ 59,740 $ 1,158,726

The Tompkins County Public Library Foundation also had a net book value of equipment of $877 at
December 31, 2008.

B. Liabilities
1. Pension Plans

General Information

The County of Tompkins participates in the New York State and Local Employees' Retirement
System (ERS). This is a cost sharing multiple-employer retirement system which provides
retirement 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 funds.

The System issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the New York
State and Local Retirement Systems, 110 State Street, Albany, New York 12244.

Funding Policy

The System is noncontributory except for employees who joined the New York State and
Local Employees' Retirement System after July 27, 1976 who contribute 3% of their salary until
such time as they have participated in the system for ten years. After ten years, employees are
no longer required to contribute. Under the authority of the NYSRSSL, the Comptroller shall
certify annually the rates expressed as proportions of payroll of members which shall be used in
computing the contributions required to be made by the employer to the Pension Accumulation
Fund.
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The County of Tompkins is required to contribute at an actuarially determined rate. The
required contributions for the current year and two preceding years were:

ERS
2008 $ 2,997,178
2007 3,243,593
2006 3,317,200

The County's contributions made to the System were equal to 100% of the contributions
required for each of the years. Contributions for certain employees of the Tompkins County
Library and Tompkins Cortland Community College were included in billings from the Employees
Retirement System. The County is reimbursed annually for the cost attributable to such
employees.

Since 1989, the System's billings have been based on Chapter 62 of the Laws of 1989 of the
State of New York. This legislation requires participating employers to make payments on a
current basis, while amortizing existing unpaid amounts relating to the System's fiscal years
ended March 31, 1988 and 1989 (which otherwise were to have been paid on June 30, 1989 and
1990, respectively) over a 17 year period, with an 8.75% interest factor added. Local
governments were given the option to prepay this liability. The County of Tompkins elected to
make full payment on December 15, 1989.

On May 14, 2003, Chapter 49 of the Laws of 2003 of the State of New York was enacted
which made the following changes to the Systems:

Requires minimum contributions by employers of 4.5% of payroll every year, including
years in which the investment performance would make a lower contribution possible.

Changes the cycle of annual billing such that the contribution for a given fiscal year will
be based on the value of the Pension Fund on the prior April 1% (e.g. billings due
February 2008 would be based on the pension value as of March 31, 2007).

Allows one-time financing of State fiscal year 2004-2005 pension cost by permitting local
governments to bond, over five years, any required contribution in excess of 7% of
estimated salaries or to amortize required contributions in excess of 7% over a five year
period. [Superseded by Chapter 260 of the Laws of 2004. See below.]

On July 30, 2004, Chapter 260 of the Laws of 2004 of the State of New York was enacted
that allows local employers to bond or amortize a portion of their retirement bill for up to ten years
in accordance with the following schedule:

For State fiscal year (SFY) 2004-05, the amount in excess of 7% of employees’ covered

pensionable salaries, with the first payment of those pension costs not due until the fiscal
year succeeding that fiscal year in which the bonding/amortization was instituted.
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For SFY 2005-06, the amount in excess of 9.5% of employees’ covered pensionable
salaries.

For SFY 2006-07, the amount in excess of 10.5% of employees’ covered pensionable
salaries.

This law requires participating employers to make payments on a current basis, while

bonding or amortizing existing unpaid amounts relating to the System’s fiscal years ending
March 31, 2005 through 2007. The County has opted not to amortize.

2. Long-term Debt

a. Constitutional Debt Limit

At December 31, 2008, the total outstanding indebtedness of the County of Tompkins
aggregated $48,300,000. Of this amount, $36,205,000 was subject to the constitutional debt
limit and represented approximately 11.2% of its statutory debt limit.

b. Serial Bonds

The County of Tompkins borrows money in order to acquire land or equipment or
construct buildings and improvements. This enables the cost of these capital assets to be
borne by the present and future taxpayers receiving the benefit of the capital assets. These
long-term liabilities, which are full faith and credit debt of the local government, are recorded
in the Government-wide financial statements. The provision to be made in future budgets for
capital indebtedness represents the amount, exclusive of interest, authorized to be collected
in future years from taxpayers and others for liquidation of the long-term liabilities.

c. Bond Anticipation Notes

Bond Anticipation Notes (BANSs) are reflected as current or long-term liabilities depending
on the refinancing status. For Governmental Funds, if all legal steps have been taken to
refinance the Bond Anticipation Notes, the intent is supported by an ability to consummate
refinancing the short-term note on a long-term basis in accordance with the criteria set forth in
FASB Statement Number 6, “Classification of Short-term Obligations Expected to be
Refinanced,” the proceeds of the debt issue are reflected as “Other Financing Sources” in the
operating statement of the recipient fund. Such notes are recorded as liabilities in the
Government-wide financial statements.

State law requires that BANs issued for capital purposes be converted to long-term
obligations or paid off within five years after the original issue date. However, BANs issued
for assessable improvement projects may be renewed for periods equivalent to the maximum
life of the permanent financing, provided that stipulated annual reductions of principal are
made.
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d. Other Long-term Debt

In addition to the above long-term debt, the County had the following non-current
liabilities:

1) Compensated Absences: Represents the value of earned and unused portion of the
liability for compensated absences and is liquidated in various funds.

2) Long-term Rental Commitments: Represents operating lease commitments extending
beyond one year and is liquidated in the General Fund.

3) Workers Compensation Claims: Represents the estimated liabilities for claims for
workers’ compensation that have been incurred but not reported and is liquidated in the
Internal Service Fund.

4) Installment Purchase Debt: Represents long-term lease commitments and is liquidated in
the General Fund. Amounts capitalized in relation to these lease commitments was
$16,512,501 for infrastructure, with total lease commitments of $9,357,005 at
December 31, 2008.

3. Postemployment Benefits Other than Pensions

a. Tompkins County

In 2008, the County adopted Government Accounting Standards Board (GASB)
Statement Number 45 “Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions.” In the past, the County reported the cost
of retiree health care on a “pay-as-you-go” basis.

An actuarial valuation of the County of Tompkins Postretirement Health Care Benefits
Program (the Plan) was performed as of January 1, 2008 for the fiscal year ending
December 31, 2008. The Plan is a single-employer defined benefit Other Postemployment
Benefit Plan administered by the County. The Plan provides for continuation of medical
benefits for certain retirees and their spouses and can be amended by action of the County
subject to applicable collective bargaining and employment agreements. The Plan does not
issue a stand-alone financial report as there are no assets legally segregated for the sole
purpose of paying benefits under the Plan.

The obligations of the Plan members, employers and other entities are established by
action of the County pursuant to applicable collective bargaining and employment
agreements. The required contribution is based on projected pay-as-you-go financing
requirements and varies depending on the applicable agreement. For the year ended
December 31, 2008, the County contributed $950,669 to the Plan for current premiums.
Plan members receiving benefits may be required to contribute to the Plan depending on
their collective bargaining unit. The costs of administering the Plan are paid by the County.
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The County’s annual other postemployment benefit (OPEB) cost (expense) is
calculated based on the annual required contribution of the employer (ARC), an amount
actuarially determined in accordance with the parameters of GASB Statement 45. The
ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover
normal costs each year and amortize any unfunded actuarial liabilities over a period of thirty
years.

The following table shows the components of the County’s annual OPEB cost for the
fiscal year then ended, the amount actually contributed to the Plan, and changes in the
County’s net OPEB obligation to the Plan:

2008

Normal cost $ 3,851,118
Amortization of UAAL 3,120,726
Interest -0-

Total Annual Required Contribution 6,971,844
Interest on net OPEB obligation -0-
Adjustment to annual required contribution -0-

Annual OPEB Cost (Expense) 6,971,844
Contributions made on behalf of employees (950,669)

Increase in Net OPEB Obligation 6,021,175
Net OPEB Obligation - January 1 -0-
Net OPEB Obligation - December 31 $ 6,021,175

The County’s annual OPEB cost, the percentage of annual OPEB cost contributed to
the Plan, and the net OPEB obligation for the fiscal year ending December 31, are as
follows:

Percentage of

Fiscal Annual Annual OPEB Net OPEB
Year Ended OPEB Cost Cost Contributed Obligation
2008 $ 6,971,844 13.6% $ 6,021,175

The year ended December 31, 2008 is the first year the OPEB obligation has been
actuarially determined.

As of December 31, 2008, the Plan was not funded. The actuarial accrued liability for
benefits was $53,963,705; there are no assets legally segregated for the Plan. The
covered payroll (annual payroll of active employees covered by the Plan) was $37.6 million
and the ratio of the Unfunded Actuarial Accrued Liability (UAAL) to the covered payroll was
143.6 percent.
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Actuarial valuations of an ongoing Plan involve 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 funded status of the Plan and 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 following
the notes to the financial statements, presents multi-year trend information about whether
the actuarial value of Plan assets is increasing or decreasing over time, relative to the
actuarial accrued liabilities for benefits.

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

For the year ended December 31, 2008 actuarial valuation, the most recent actuarial
valuation date, the projected unit credit actuarial cost method was used. Under this
method, each Participant’s projected benefit is calculated at all possible ages based on the
Plan provisions as well as the initial data and actuarial assumptions. The actuarial
assumptions included an annual healthcare cost trend rate of 10 percent initially reduced to
an ultimate rate of 5 percent after 11 years. This rate includes a 4.0 percent inflation
assumption.

Tompkins County Public Library

In 2008, the Library adopted Government Accounting Standards Board (GASB)
Statement Number 45 “Accounting and Financial Reporting by Employees for
Postemployment Benefits Other than Pensions.” In the past, the Library reported the cost
of retiree health care on a “pay-as-you-go” basis.

An actuarial valuation of the Library’s Retiree Medical Plan (The Plan) was performed
as of January 1, 2008 for the fiscal year ending December 31, 2008. The Plan is a single-
employer defined benefit Healthcare Plan administered by the Library. The Plan provides
medical, hospital, drug, and Part B Premium Reimbursements to eligible retirees and their
spouses. The authority to establish and amend benefit provisions to the Plan rests with the
Board of Trustees of the Tompkins Public Library subject to applicable collective bargaining
and employment agreements. The Plan does not issue a stand-alone financial report as
there are no assets legally segregated for the sole purpose of paying benefits under the
Plan.
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The contribution requirements of Plan members and the Library are established and
may be amended by the Tompkins Public Library subject to applicable collective bargaining
and employment agreements. The Library has negotiated collective bargaining
agreements, which include obligations of Plan members and the Library. The required
contribution is based on projected pay-as-you-go financing requirements. For the year
ended December 31, 2008, the Library contributed $66,146 to the Plan for current
premiums of 15 retirees, compared to $66,032 in 2007. Plan members receiving benefits
may be required to contribute to the Plan depending on their collective bargaining unit.

The Library’s annual other postemployment benefit (OPEB) cost (expense) is calculated
based on the annual required contribution of the employer (ARC), an amount actuarially
determined in accordance with the parameters of GASB Statement 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost each year and amortize any unfunded actuarial liabilities over a period of thirty years.

The following table shows the components of the Library’s annual OPEB cost for the
year, the amount actually contributed to the Plan, and changes in the Library’s net OPEB
obligation to the Library’s Healthcare Plan:

Normal cost $ 276,315
Amortization of UAAL 222,843

Total Annual Required Contribution 449,158
Interest on net OPEB obligation -0-
Adjustment to annual required contribution -0-

Annual OPEB Cost (Expense) 449,158
Contributions made on behalf of 15 employees (66,146)

Increase in Net OPEB Obligation 433,012
Net OPEB Obligation - January 1, 2008 -0-
Net OPEB Obligation - December 31, 2008 $ 433,012

The Library’s annual OPEB cost, the percentage of annual OPEB cost contributed to
the Plan, and the net OPEB obligation for 2008 is as follows:

Percentage of

Fiscal Annual Annual OPEB Net OPEB
Year Ended OPEB Cost Cost Contributed Obligation
12/31/08 $ 449,158 14.7% $ 433,012

The year ended December 31, 2008 is the first year that the OPEB obligation has been
actuarially determined.

As of December 31, 2008, the Plan was not funded. The actuarial accrued liability for
benefits was $3,711,182; there are no assets legally segregated for the Plan. The covered
payroll (annual payroll of active employees covered by the Plan) was $1,846,314 and the
ratio of the Unfunded Actuarial Accrued Liability (UAAL) to the covered payroll was 201
percent.
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Actuarial valuations of an ongoing Plan involve 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 funded status of the Plan and 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
following the notes to the financial statements, presents multi-year trend information about
whether the actuarial value of Plan assets is increasing or decreasing over time relative to
the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions. Projections of benefits for financial reporting
purposes are based on the substantive Plan (the Plan as understood by the employer and
the Plan members) and include the types of benefits provided at the time of each valuation
and the historical pattern of sharing of benefit costs between the employer and Plan
members to that point. The actuarial 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.

In the December 31, 2008 actuarial valuation, the projected unit credit actuarial cost
method was used. The actuarial assumptions included an annual healthcare cost trend rate
of 10 percent initially reduced by decrements to an ultimate rate of 5 percent after ten years.
The rate included a 4 percent inflation assumption.

Short-term Debt

In January, 2008, the County issued a Revenue Anticipation Note (RAN) in the amount
of $2,500,000 with a premium of $14,150, and a coupon rate of 3.5%. The RAN was issued
to provide working capital for the Tompkins Consolidated Area Transit, a joint venture of the
County, and matured in December, 2008.

Summary Long-term Debt

The following is a summary of long-term liabilities outstanding at December 31, 2008:

Liability
Serial Bonds $ 36,205,000
Less deferred charges on defeased debt (513,264) $ 35,691,736
Bond Anticipation Notes 12,095,000
Add premium 45,000 12,140,000
Installment purchase debt 9,357,005
TTASC Bonds $ 10,564,467
Add accreted interest 871,801
Less unamortized bond discount (258,713) 11,177,555
Total Long-term Debt $ 68,366,296
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e. Summary Long-term Obligations

The following is a summary of changes in long-term obligations for the period ended
December 31, 2008:

Restated Amount Due
Balance Balance Within
12/31/07 Additions Deletions 12/31/08 One Year
Serial Bonds $ 39,935,000 $ $ (3,730,000) $ 36,205,000 $ 3,945,000
Less deferred charges on
defeased debt (625,341) 112,077 (513,264) (101,771)
Total Serial Bonds 39,309,659 -0- (3,617,923) 35,691,736 3,843,229
Bond Anticipation Notes 1,815,000 11,145,000 (820,000) 12,140,000 12,140,000
Compensated absences 3,055,158 593,649 3,648,807 -0-
Workers’ compensation claims 634,999 634,999 126,999
Self insurance claims 235,500 46,000 281,500 140,750
Postemployment benefits -0- 6,021,175 6,021,175 -0-
Installment purchase debt 10,246,595 (889,590) 9,357,005 923,273
Total Primary Government
Long-term Debt 55,296,911 17,805,824  (5,327,513) 67,775,222 17,174,251
TTASC Bonds 10,784,467 -0- (220,000) 10,564,467 235,000
Add accreted interest on
2005 bonds 569,119 302,682 871,801 -0-
Less unamortized bond
discount (272,665) 13,952 (258,713) (13,952)
Total TASC Bonds 11,080,921 302,682 (206,048) 11,177,555 221,048

Total Long-term Debt

$ 66,377,832 $ 18,108,506 $ (5,533,561) $ 78,952,777 $ 17,395,299

Additions and deletions to compensated absences are shown net, as it is impractical to
determine these amounts separately.

The County expensed $3,307,790 in interest on the bonds and Bond Anticipation Notes

during the year.

Cash paid

Less interest accrued in prior year

Add interest accrued in the current year
Add accreted interest on the Series 2005 TASC bonds
Add amortization of amounts deferred on refunding
Add amortization of TTASC bond premium, discount and issue costs

Total
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f. Long-term Debt Maturity Schedule

The following is a statement of Serial Bonds and Bond Anticipation Notes with

corresponding maturity schedules.

Date Interest Maturity Balance
Description Issued Rate Date QOutstanding
Bond Anticipation Notes
Public Improvements 3/2008 2.06% 3/2009 $ 680,000
Public Improvements 1/2008 3.25% 1/2009 3,500,000
Public Improvements 1/2008 3.25% 1/2009 1,600,000
Public Improvements 1/2008 3.25% 1/2009 2,500,000
Public Improvements 1/2008 3.25% 1/2009 3,500,000
Equipment 3/2009 2.06% 3/2009 315,000
Add unamortized premium 45,000
Total Bond Anticipation Notes $ 12,140,000
Bonds
1995 Series A & B Refunding 8/2003 3.75% 8/2014 $ 4,765,000
Add unamortized premium 68,975
Less unamortized deferred
amount on refunding (130,853)
Less unamortized bond issue costs (47,197)
Net Refunding Bonds 4,655,925
Mental Health Bldg. 12/1989 6.40% 6/2010 500,000
Public Improvements 5/1992  5.60-6.00% 5/2012 650,000
1996 NYSEFC Bonds 2/1996 2.79% 2/2012 570,000
2005 Bonds 3/2005 3.37%-4.0% 3/2020 2,855,000
Public Improvements 3/2006  3.35%-3.5% 3/2014 5,540,000
Public Improvement Refunding 10/2004 2.50-4.125% 2/2020 15,805,000
Add unamortized premium 433,181
Less unamortized deferred
amount on refunding (717,367)
Less unamortized bond issue costs (120,003)
Net Refunding Public
Improvement Bonds 15,400,811
Public Improvements 3/2007 4.0% 3/2027 5,520,000
Total Bonds $ 35,691,736
Installment Purchase Debt
Public Safety Communications 3/2006 3.75% 9/2016 $ 6,750,534
Energy Performance Contract 3/2006 3.76% 3/2020 2,606,471
Total Installment Purchase Debt $ 9,357,005
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TTASC:
Outstanding
Issue Final Interest December 31,
Description of Issue Date Maturity Rate 2006
Series 2000 Tobacco Settlement
Pass-through Bonds 12/00 6/25 525%-6.30% $ 6,720,000
Less: Unamortized Bond Discount (181,170)
Carrying Value of Series 2000
Tobacco Settlement Pass-through
Bonds 6,538,830
Series 2005 Tobacco Settlement
Pass-through Bonds 11/05 6/60 6.0% - 7.85% 3,844,467
Less: Unamortized Bond Discount (77,543)
Add: Addition to Accreted Value 871,801
Carrying Value of Series 2005
Tobacco Settlement Pass-through
Bonds 4,638,725
Total Carrying Value of Pass-
through Bonds $ 11,177,555

The full amount of Bond Anticipation Notes of $12,095,000 is due in 2009.

The County’s Debt Service requirements at December 31, 2008 were as follows:

Serial Bonds TASC Bonds Installment Purchase Debt

Principal Interest Principal Interest Principal Interest Total
$ 3,945,000 $ 1,431,097 $§ 235000 $§ 426,053 $ 923,273 $ 342,463 $ 7,302,886
4,070,000 1,276,221 260,000 410,865 958,231 307,505 7,282,822
3,565,000 1,111,515 270,000 394,621 994,514 271,223 6,606,873
3,715,000 968,627 285,000 377,584 1,032,169 233,567 6,611,947
3,405,000 825,513 300,000 359,553 1,071,251 194,485 6,155,802
11,570,000 2,329,719 2,344,210 1,962,274 3,971,127 388,210 22,565,540
4,410,000 575,078 3,576,562 1,903,591 406,440 15,360 10,887,031
1,525,000 124,900 2,052,894 3,571,707 7,274,501
705,376 4,301,921 5,007,297
508,352 4,793,841 5,302,193
27,073 330,209 357,282

$ 36,205,000 $ 8,642,670 $ 10,564,467 $ 18,832,219 $

9,357,005 $ 1,752,813 $ 85,354,174

During 2005, the County’s sold its residual interest in the Securitized Tobacco Settlement

Revenues through the issuance of Series 2005 TASC bonds, as described above.
Series 2005 Bonds are capital appreciation bonds,

The
upon which the investment return on the

initial principal amount is reinvested at a compounded rate until maturity.
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There are no scheduled principal and interest payments on the Series 2005 Bonds
other than on their respective maturity dates, at which time a single payment is made
representing both the initial principal amount and the total investment return.

However, the Series 2005 Bonds are subject to redemption prior to maturity through
turbo redemption payments which are to be made from surplus collections on deposit, as
provided in the Bond Indenture. The amounts and timing of the turbo redemption payments
are based on projections of future tobacco settlement receipts less amounts needed to
satisfy Debt Service on the Series 2000 Bonds and to satisfy operating requirements.
Failure to make such turbo redemption payments will not, however, constitute an event of
default.

C. Interfund Receivables and Payables

Interfund receivable and payable balances at December 31, 2008 are as follows:

Interfund Interfund Interfund Interfund
Receivables Payables Revenue Expenditures
Major Funds:
General Fund $ 1,007,033 $ 2,721,351 $ $ 10,693,703
County Road Fund 1,208,269 723,238 5,358,925 315,000
Transportation Fund 509,601 525,717 130,559
Special Grant Fund 10,696 6,461
Solid Waste Fund 474,527 118,624 1,153,465
Debt Service Fund 467,895 400,000 6,553,117
Non-Major Funds 833,469 761,879 768,580 567,895
Internal Service Fund 745,780 180,000
Total $ 5257270 $ 5,257,270 $12,860,622 $ 12,860,622

D. Deferred Compensation Plan

Employees of the County of Tompkins may elect to participate in the ICMA-RC Deferred
Compensation Plan created in accordance with Internal Revenue Code Section 457. The Plan,
available to all employees, permits them to defer a portion of their salary until future years, usually
after retirement. Governmental Accounting Standards Board Statement Number 32, “Accounting
and Financial Reporting for Internal Revenue Code 457 Deferred Plans,” requires Plan assets to be
held by an outside trustee, and are not reported in the County’s financial statements.

Note 3 - Joint Ventures

Tompkins Cortland Community College

The following is the activity undertaken jointly with another municipality. The County’s share of this
activity is included in the County’s financial statements. Separate financial statements are issued for this
joint venture and may be obtained from their administrative office at 170 North Street, Dryden, New York
13053.

The County of Tompkins and the County of Cortland jointly own the Tompkins Cortland Community
College. The venture operates under the terms of an agreement dated 1965 under provisions of Article
126 of the Education Law. The agreement is for an indefinite period of time. Significant provisions of the
agreement are as follows:

-39-



COUNTY OF TOMPKINS
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008

The College is administered by a Board of Trustees consisting of nine voting members; five of
whom are appointed by the Legislative Boards of the two counties under an apportionment made
between the two counties by the State University Trustee, and four by the Governor.

Ownership of existing capital facilities and capital expenses are shared in the following ratios:

County of Tompkins 68%
County of Cortland 32%

Subsidies to meet operational expenses are shared in the ratio of residents in attendance. The
County’s share of operations for the current year and the two preceding years were: $2,399,905,
$2,285,624 and $2,176,785.

The governing body has established that the County of Tompkins and the County of Cortland will
each provide 30% of the operational costs of the College. Subsidies to meet operational
expenses are shared in the ratio of resident students in attendance.

All monies incidental to college operations are received and expended by the College except for
those monies relating to Debt Service for which the counties, as sponsors, are responsible.
During 1994 the sponsors authorized a Campus Master Plan Improvement Program in the
amount of $8,689,572. The sponsors are responsible for approximately 50% of the cost
associated with the Master Plan improvements. Tompkins County is the lead agency in financing
of the sponsor’s share, and has issued $6,860,000 of debt to provide for the sponsor’'s share of
program cost. The Cortland County Legislature has executed an inter-municipal agreement with
Tompkins County, which provides for reimbursement of 36% of the net Debt Service cost
associated with the project. As of December, 31, 2008, the outstanding debt related to the 1994
Master Plan was $3,180,244 of bonds.

Cortland County is responsible for 36% or $1,144,877 of the bond payable. Tompkins County
reports 100% of the debt in its Statement of Net Assets and also reports a receivable for the 36%
in “securities and mortgages” in its Debt Service Fund.

In 2005, the College began another campus expansion program estimated at a cost of
approximately $33,000,000. The sponsoring counties have committed $13,500,000 to match the
New York State participation in the expansion, with the College required to raise funds over and
above the amount of approved by New York State. Under the 2005 Campus Expansion, each
County will be responsible for issuing debt to finance the project. At December 31, 2008, the
County has contributed $10,785,337 for the Campus Expansion, consisting of $3,665,537 from a
tobacco securitization, a $620,000 budget contribution, and $6,500,000 of bonds and notes. At
December 31, 2008, the outstanding related to the Campus Expansion was $6,442,857.

The financial statements of the College are independently audited annually. The following is an
audited summary of financial information included in financial statements for the joint venture,
(combined funds) as of August 31, 2008:

Total Assets $ 60,782,342
Total Liabilities and Deferred Revenue 38,573,614
Joint Venture Equity 22,208,728
Total Revenues 36,593,698
Total Expenses 37,361,042
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Tompkins Consolidated Area Transit

The following is the activity undertaken jointly with another municipality and a university. This activity
is excluded from the financial statements of the participating municipalities. Separate financial statements
for this joint venture can be obtained from the Tompkins Consolidated Area Transit’'s administrative office
at 737 Willow Avenue, Ithaca, New York 14850.

The Tompkins Consolidated Area Transit (TCAT) was formed under a consolidation agreement
between the City of Ithaca, Tompkins County, and Cornell University effective April 1, 1998. The
agreement shall remain in force until October 9, 2021. TCAT began operations on January 1, 1999, with
its purpose to provide public transportation in Tompkins County and surrounding areas. As of January 1,
2005 TCAT was reorganized as a 501(c)(3). However, the structure of the Board, and the interest of each
party was not changed. Significant provisions of the agreement are as follows:

TCAT is governed by a Board of Directors consisting of nine voting members with three members
being appointed by each participant in the venture. The General Manager of TCAT is a non-voting
ex-officio member of the Board. In addition, the nine voting members of the Board select five
additional non-voting, ex-officio members.

Interest of each party in surpluses, losses, property, and in debt acquired by TCAT shall be shared
equally.

Each party makes an annual contribution of equal amounts to the venture. The County’s
contribution for 2008 was $754,715. lIts contribution for 2009 will be $829,781.

The financial statements of TCAT are independently audited annually and may be obtained from
their administrative office. The following is an audited summary of financial information included in
financial statements for the joint venture as of December 31, 2008:

Total Assets $ 12,582,925
Total Liabilities 2,537,910
Joint Venture Equity 10,045,015
Total Revenues 11,504,859
Total Expenses 12,775,129

Note 4 - Contingencies

As described in Note 3, the County is a partner in TCAT, a joint venture, and shares equally in
surpluses or losses. The County may, in the future, be required to provide additional resources to finance
its share of any operating deficits of TCAT.

The County of Tompkins is a defendant in several tax certiorari claims brought by large taxpayers in
an attempt to reduce their real property value assessments. These lawsuits result from a county-wide
reappraisal of property assessments performed each year. The County's attorney in the defense of these
cases has expressed the opinion that the impact of the settlement of these cases has the potential to be
substantial but is not predictable.

The County of Tompkins is a defendant in several tort claims. The County is self-insured for the
amounts claimed, and is paying for the defense of these cases. It maintains reserves, in amounts
recommended by its insurance administrator, which it considers adequate to cover potential settlements or
damages awarded. As of December 31, 2008, the County has reserved $988,255 for unreported claims
which is included in retained earnings in the Internal Service Fund.
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Sales Tax

The County, under the general authority of Article 29 of the Tax Law, imposes a 3% sales tax in the
towns outside the City of Ithaca, and a 1/2% sales tax within its boundaries. Both the County and city-
imposed tax are administered and collected by the State Tax Commission in the same manner as that
relating to the state’s imposed 4% sales and compensating use tax. Net collections, meaning monies
collected after deducting therefrom expenses and amounts refunded or to be refunded, but inclusive to
any applicable penalties and interest, are paid by the State to the County and city, respectively. The
County received $41,790,453 in County imposed sales tax, an amount equal to 50% of total collections
and excluding the amount paid directly to the city.

The County’s share amounted to $30,437,647 year 2008. The balance of $11,352,806 was divided
among the City of Ithaca and the towns/villages based upon population as determined by the 2000
census. The towns' share is divided and allocated between incorporated villages and the area of the
towns outside said villages, on the basis of population. All of the villages and five towns are paid their total
share in cash. The town outside villages’ share are retained by the County and applied in the first instance
to the taxes to be relevied for County purposes in the respective towns’ levy. The towns and villages
received $8,970,499 and the City of Ithaca received $1,615,910. Additionally, the city received direct
payments of $9,848,243 and the villages and towns received another $2,493,654 from tax warrants.

For the year ending December 31, 2007, the County changed its accounting for the amounts collected
and paid to the other municipalities to include these amounts in revenue and expenditures/expenses,
rather than netting them, as was done in prior years.

During 1992, the State Legislature granted authority to increase the County sales tax rate from 3% to
4%. The new taxing authority became effective December 1, 1992, and was authorized through
November 30, 2009.

Transactions with Discretely Presented Component Units

The County of Tompkins contributed $2,616,056 and $111,716 to the Tompkins County Public Library
and the Tompkins County Soil and Water Conservation District, respectively. Additionally, the Library’s
facilities are owned by the County and provided to the Library at no charge. The County provided
$485,458 worth of Debt Service on the building occupied by the Library.

Subsequent Events

A. Bond Anticipation Notes

Subsequent to December 31, 2008, the County renewed $11,100,000 of Bond Anticipation Notes
and retired a $995,000 Bond Anticipation Note. Additionally, $6,500,000 of Bond Anticipation Notes
was issued to renovate a building for the Health Department. The County is likely to issue additional
Bond Anticipation Notes during 2009 in order to provide liquidity in advance of state and federal
reimbursements on highway projects.
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Note 8 - Net Assets - Statement of Net Assets

Of the $36,325,817 reported as unrestricted net assets of the Governmental Activities in the
Government-wide Statement of Net Assets, the County Legislature has designated funds to be set
aside for certain purposes or contingencies, as follows:

Unrestricted Net Assets $ 36,325,817

Designated for:
Ensuing year’s budget:

General Fund 3,488,491
Solid Waste Fund -0-
Road Machinery Fund -0-
Carry-over of prior year's commitments (encumbrances) 1,629,811
Repairs and replacements 575,000
Home and Community - Open space protection 31,323
Capital projects pursuant to adopted capital program 6,111,066
Self insurance 1,700,210
Equity interest in joint venture, net of related debt 20,480,300
Total Designated Net Assets 34,016,201
Unrestricted, Undesignated Net Assets $ 2,309,616

Note 9 - Prior Period Adjustment

During the year, the County became aware that there were outstanding self insurance claims
pending as of December 31, 2007. Therefore, beginning net assets in the Internal Service Fund and
the Statement of Activities have been restated to include a liability of $235,500.

Note 10 - Further Impacts of Accounting Pronouncements

The County has not completed the process of evaluating the impact that will result from adopting
the GASB Statement Number 51, “Accounting and Financial Reporting for Intangible Assets” for the year
ending December 31, 2009. This statement addresses accounting and financial reporting standards for
intangible assets, including easements, water rights, timber rights, patents, trademarks, and computer
software.
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