


EAST HAMPTON UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

NOTE 8 - CAPITAL ASSETS:

Capital asset balances and activity for the year ended June 30, 2009 were as follows:

Beginning Retirements/ Ending
Balance Additions Reclassifications Balance
Governmental activities:
Capital assets that are not depreciated:
Land $376,150 $0 $0 $376,150
Total nondepreciable historical cost 376,150 0 0 376,150
Capital assets that are depreciated:
Building & Building Improvements 39,076,941 70,253 0 39,147,194
Construction in Progress 0 21,041,884 21,041,884
Furniture and equipment 3,273,349 600,372 0 3,873,721
Vehicles 2,229,387 248,077 0 2,477,464
Land Improvement 560,231 0 0 560,231
Total depreciable historical cost 45,139,908 21,960,586 0 67,100,494
Less accumulated depreciation:
Building & Building Improvements 14,636,358 782,944 0 15,419,302
Furniture and equipment 2,117,443 387,372 0 2,504,815
Vehicles 400,204 247,746 0 647,950
Land Improvement 549,494 637 0 550,131
Total accumulated depreciation 17,703,499 1,418,699 0 19,122,198
Total historical cost, net $27,812,559 $20,541,887 $0 $48,354,446
Depreciation expense (unallocated) $1,418,669
NOTE 9 - SHORT-TERM DEBT:
Transactions in short-term debt for the year are summarized below:
Beginning Ending
Maturity Interest Rate Balance Issued Redeemed Balance
TAN 6/30/09 3.00% $0 $11,500,000 ($11,500,000) $0
Total $0 $11,500,000 ($11,500,000) $0

Interest expense on short-term debt for the year was $130,021.
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

NOTE 10 - LONG-TERM DEBT OBLIGATIONS:

Long-term liability balances and activity for the year are summarized below:

Beginning Ending Due Within
Balance Issued Redeemed Balance One Year
Government activities:
Bonds payable:
General obligation debt:
Construction Serial $37,675,000 $0 $1,860,000 $35,815,000 $1,935,000
Total bonds & notes payable 37,675,000 0 1,860,000 35,815,000 1,935,000
Other liabilities:
Compensated Absences 4,813,690 120,988 $4,934,678 59,069
Net other post employment benefit
obligation 0 3,389,626 3,389,626 0
Claims Payable 227,165 0 185,031 42,134 0
Installment purchase debt 822,781 0 266,126 556,655 269,961
Total other liabilities 5,863,636 3,510,614 451,157 8,923,093 329,030
Total long-term liabilities $43,538,636  $3,510,614 $2,311,157 $44,738,093 $2,264,030

The General Fund has typically been used to liquidate long-term liabilities such as

compensated absences.

Existing serial and statutory bond obligations are comprised of the following:

Issue Final Interest Outstanding

Description Date Maturity Rate at Year End
Construction Serial Bond 3/15/96 3/15/11 4.75-5% $750,000
Construction Serial Bond 8/1/97 8/1/12 4.35-4.875% 1,500,000
Construction Serial Bond 6/15/08 6/12/28 3.75-4.25% 33,565,000
$35,815,000

40



EAST HAMPTON UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

The following is a summary of debt service requirements for bonds payable:

Fiscal Year Ended
June 30, Principal Interest Total
2010 $1,935,000 $1,446,016 $3,381,016
2011 1,985,000 1,365,250 3,350,250
2012 1,660,000 1,282,188 2,942,188
2013 1,715,000 1,212,553 2,927,553
2014 1,400,000 1,149,813 2,549,813
2015-2019 7,930,000 4,861,063 12,791,063
2020 - 2024 9,770,000 3,134,062 12,904,062
2025 -2028 9,420,000 988,887 10,408,887

$35,815,000 $15,439,832 $51,254,832

The following is a summary of debt service requirements for installment purchase debit:

Fiscal Year Ended
June 30, Principal Interest Total
2010 $269,961 $34,612 $304,573
2011 286,694 17,879 304,573

$556,655 $52,491 $609,146

Interest on long-term debt for the year was composed of:

Total
Interest paid $1,575,337
Less interest accrued in the prior year (161,066)
Plus interest accrued in the current year 131,458
Total expense $1,545,729

NOTE 11 — PENSION PLANS:

General information:

The District participates in the New York State Employees’ Retirement System (NYSERS) and
the New York State Teachers’ Retirement System (NYSTRS). These are cost-sharing multiple
employer public employee retirement systems. The Systems offer a wide range of plans and
benefits, which are related to years of service and final average salary, vesting of retirement
benefits, death, and disability.
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
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Provisions and administration:

The New York State Teachers’ Retirement Board administers NYSTRS. The System provides
benefits to plan members and beneficiaries as authorized by the Education Law and the
Retirement and Social Security Law of the State of New York. NYSTRS issues a publicly
available financial report that contains financial statements and required supplementary
information for the System. The report may be obtained by writing to NYSTRS, 10 Corporate
Woods Drive, Albany, New York 12211-2395.

NYSERS provides retirement benefits as well as death and disability benefits. New York State
Retirement and Social Security Law govern obligations of employers and employees to
contribute, and benefits to employees. The System issues a publicly available financial report
that includes financial statements and required supplementary information. That report may be
obtained by writing to NYSERS, Governor Alfred E. Smith State Office Building, Albany,
New York 12244,

Funding policies:

The Systems are noncontributory, except for employees who joined the Systems after July 27,
1976, who contribute 3% of their salary, except that employees in the Systems more than ten
years are no longer required to contribute. For NYSERS, the Comptroller certifies the rates
expressed as proportions of members’ payroll annually, which are used in computing the
contributions required to be made by employers to the pension accumulation fund. Pursuant to
Article 11 of the Education Law, the New York State Teachers’ Retirement Board establishes
rates annually for NYSTRS.

The District is required to contribute at an actuarially determined rate. The District
contributions made to the Systems were equal to 100% of the contributions required for each
year. The required contributions for the current year and two preceding years were:

ERS TRS
2008 - 2009 $518,624 $2,110,678
2007 - 2008 $488,153 $1,888,622
2006 - 2007 $546,011 $1,743,852
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

NOTE 12 — INTERFUND TRANSACTIONS — GOVERNMENTAL FUNDS:

Interfund Interfund
Receivable Payable Revenues Expenditures

General Fund $301,618 $43,910 $3,754,310
Special Aid Fund 284,458 $13,997
School Lunch Fund 12,016
Debt Service Fund 20,639 3,701,463
Capital Projects Fund 22,920 20,639 38,850

Total government activities 357,193 349,007 3,754,310 3,754,310
Fiduciary Agency Fund 8,973 17,159

Totals $366,166 $366,166 $3,754,310  $3,754,310

The District typically transfers from the general fund to the capital projects fund, to finance
capital projects. The District typically transfers from the general fund to the special aid fund to
fund the District’s 20% share of summer school handicap expenses required by State Law.

The District typically loans resources between funds for the purpose of mitigating the effects of
transient cash flow issues.

All interfund payables are expected to be repaid within one year.

NOTE 13 - POST-EMPLOYMENT (HEALTH INSURANCE) BENEFITS:

The District implemented GASB Statement #45, Accounting and Financial Reporting by
employers for Post-employment Benefits Other than Pensions, in the school year ended June
30, 2009 on a prospective basis. This required the District to calculate and record a net other
post-employment benefit obligation at year-end in the district-wide financial statements. The
net other post-employment benefit obligation is basically the cumulative difference between
the actuarially required contribution and the actual contributions made.

The District recognizes the cost of providing health insurance annually as expenditures in the
General Fund of the funds financial statements as payments are made. For the year ended June
30, 2009, the District recognized $1,011,374 for its share of insurance premiums for currently
enrolled retirees. Currently, there is no provision in the law to permit the District to fund other
post-employment benefits by any means other than the “pay as you go” method.

The District has obtained an actuarial valuation report as of June 30, 2009 which indicates that

the total liability for other post-employment benefits is $49,042,300. The net OPEB obligation
at June 30, 2009 is $3,389,626 which is reflected in the Statement of Net Assets.
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Plan Description

The District provides primarily post employment health insurance coverage (the Healthcare
Plan) to retired employees and their spouses in accordance with the provisions of various
employment contracts. The Healthcare Plan is a single-employer defined benefit healthcare
plan. Benefits are provided through the New York State Health Insurance Program Empire
Plan.

Funding Policy

The contribution requirements of plan members and the East Hampton Union Free School
District are established and may be amended by the District. The required contribution is
based on projected pay-as-you-go financing requirements. For fiscal year 2009, the East
Hampton Union Free School District contributed $1,011,374to the plan. Plan members
receiving benefits contributed 0%-50% of the health insurance premium.

Annual OPEB Cost and Net OPEB Obligation

The District’s annual other post-employment 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 (or funding excess) over a period not to exceed
thirty years. The following table shows the components of the District annual OPEB cost for
the year, the amount actually contributed to the plan, and changes in the District net OPEB
obligation to the plan:

Annual OPEB Cost and Net OPEB Obligation

Annual required contribution $4,401,000
Interest on net OPEB obligation 0
Adjustment to Annual Required Contribution 0
Annual OPEB cost (expense) 4,401,000
Contributions made (1,011,374)
Increase in net OPEB obligation 3,389,626
Net OPEB obligation-beginning of year 0
Net OPEB obligation-end of year $3,389,626

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan
and the net OPEB obligation for 2009, the transition year, was as follows:
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Percentage
Fiscal Annual of Annual Net
Year OPEB OPEB OPEB Cost OPEB
Ending Cost Contributions  Contributed Obligation
6/30/09 $ 4,401,000 $ 1,011,374 23% $ 3,389,626

Funded Status and Funding Progress

As of June 30, 2009, the most recent actuarial valuation date, the plan was 0% funded. The
actuarial accrued liability for benefits was $49,042,300, and the actuarial value of assets was
$0, resulting in an unfunded actuarial accrued liability (UAAL) of $49,042,300. The covered
payroll (annual payroll of active employees covered by the plan) was $30,234,440, and the
ratio of the UAAL to the covered payroll was 162%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of events in the future. Amounts determined regarding the
funded status of the plan and the annual required contributions of the employer are subject to
continual revisions as actual results are compared to past expectations and new estimates are
made about the future. The required schedule of funding progress presented as required
supplementary information provides multiyear trend information that shows whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial
accrued liability for benefits.

Actuarial Methods and Assumptions

Projections of benefits are based on the substantive plan (the plan as understood by the
employer and plan members) and include the types of benefits in force at the valuation date
and the historical pattern of sharing benefit costs between the District and the 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 June 30, 2009 actuarial valuation prepared by an outside actuarial firm, the projected
unit credit actuarial cost method was used to value the actuarial accrued liability and normal
cost. The actuarial assumptions included a discount rate of 5% and an annual healthcare cost
trend rate of 8.5% initially, reduced by decrements to an ultimate rate of 5.7% after 12 years.
The UAAL is being amortized using the level dollar amortization method over a period of 30
years.
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NOTE 14 — RISK MANAGEMENT:

General:

The District is exposed to various risks of loss related to torts, theft, damage, injuries, errors
and omissions, natural disasters, and other risks. These risks are covered by commercial
insurance purchased from independent third parties. Settled claims from these risks have not
exceeded commercial insurance coverage for the past three years.

Consortium and Self Insured Plans:

The District participates in the East End Workers’ Compensation Consortium (EEWCC), to
insure workers’ compensation claims. This public entity risk pool (Plan) was created under
Article 5 of Workers’ Compensation Law, to finance liability and risks related to workers’
compensation claims. At June 30, 2009, the EEWCC had an independent audit of its financial
statements performed. A separate statement prepared as part of the audit provided details of
the fund balance for each participating district. As of June 30, 2009, the statements showed the
District had an allocated cash balance of $309,672, losses incurred not paid of $100,635 and
incurred but not reported claims of $251,171. The Districts’ total unfunded liability is
$42,134.

Liabilities of the Plan are reported when it is probable that a loss has occurred and the amount
of the loss can be reasonably estimated. Liabilities include an amount for claims that have
been incurred but not reported (IBNR). Claims liabilities are recorded at present value,
undiscounted. Changes in the balances of the District’s proportionate share of claims liabilities
for workers’ compensation during the past fiscal year is as follows:

2009 2008
Unpaid claims at beginning of fiscal year $227,165 $244,393
Incurred claims and claim adjustment expenses (141,181) 46,146
Claims payments (43,850) (63,374)
Unpaid claims at year end $42,134 $227,165

NOTE 15 — FUND BALANCES:

Portions of fund balances are reserved and not available for current expenses or expenditures,
as reported in the Governmental Funds Balance Sheet.
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NOTE 16 - COMMITMENTS AND CONTINGENCIES:
A. Grants

The District has received grants, which are subject to audit by agencies of the State and federal
governments. Such audits may result in disallowances and a request for a return of funds.
Based on prior audits, the district’s administration believes disallowances, if any, will be
immaterial.

B. Operating Leases
The following is a summary of obligations of government activities under operating lease

payments. These operating leases include copiers and portable classrooms. Rental expense for
the fiscal year was approximately $493,469.

Fiscal Year ended June 30 Total
2010 250,290
2011 157,206
2012 35,584
Total lease payments $443,080

C. Litigation

The District is involved in lawsuits arising from the normal conduct of its affairs. Some of these
lawsuits seek damages which may be in excess of the District’s insurance coverage. However, it
is not possible to determine the District’s potential exposure, if any, at this time.

NOTE 17 - OTHER CHANGES IN FUND BALANCE/NET ASSETS

Other changes in fund balance and net assets represent prior year accrual adjustments as
detailed below:

General Special Aid Net

Fund Fund Assets
Special Aid Fund accrual adjustments ($17,237) (817,237
Overstatement of short-term compensated absences $61,707 61,707

Total change in Fund Balance/Net Assets $61,707  ($17,237) $44,470
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NOTE 18 — SUBSEQUENT EVENTS:

A) The District issued $13,000,000 in tax anticipation notes on October 21, 2009, maturing
on June 30, 2010 for the following:

Amount Rate
$13,000,000 1.00%

B) On May 19, 2009 the proposed 2009-2010 budget in the amount of $62,402,556 was
authorized by the District’s residents.

C) On October 15, 2009 the District called the remaining bonds from the 1997 issue and
paid off the balance of $1,500,000 from the undesignated fund balance, as approved by
the Board of Education.

D) On October 15, 2009 the District issued $25,000,000 in construction bonds maturing in
20 years at interest rates varying from 2% until 2013 and rates from 2.5%-4.25% in
incremental increases.
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EAST HAMPTON UNION FREE SCHOOL DISTRICT

REVENUES

Local Sources
Real Property Taxes
Other Real Property Tax Items
Charges for Services
Use of Money & Property
Miscellaneous

State Sources
Basic Formula
Excess Cost Aid
Lottery Aid
BOCES Aid
Textbook Aid
Computer Software Aid
Library A/V Loan Program Aid
Other State Aid

Federal Sources

Other Financing Sources
Transfers from Other Funds

TOTAL REVENUES AND OTHER SOURCES
Appropriated Fund Balance
Appropriated Reserves

TOTAL REVENUES & APPROPRIATED
FUND BALANCE

Budget Basis of Accounting

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE-
BUDGET AND ACTUAL- GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Supplemental Schedule #1

Final Budget
Variance
Actual with Budgetary
Original Budget Final Budget (Budgetary Basis) Actual
$41,147,331 $41,147,331 $41,147,331 $o0
435,557 435,557 552,940 117,383
12,986,547 12,986,547 12,511,006 (475,541)
285,000 285,000 154,982 (130,018)
127,850 133,925 582,703 448,778
965,638 965,638 971,057 5,419
969,287 969,287 937,773 (31,514)
56,705 56,705 56,705 0
213,004 213,004 217,289 4,285
84,063 84,063 149,030 64,967
10,098 10,098 82,774 72,676
14,960 14,960 6,014 (8,946)
14,787 14,787
0 ] 0
0 0 0 0
57,296,040 57,302,115 $57,384,391 $82,276
1,800,000 1,800,000
495,549 495,549
$59,591,589 $59,597,664

Note to Required Supplementary Information

Budgets are adopted on the modified accrual basis of accounting consistent

with accounting principles generally accepted in the United States of America.
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Supplemental Schedule #1

(Continued)
EAST HAMPTON UNION FREE SCHOOL DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE-
BUDGET AND ACTUAL- GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
Final Budget
Variance with
Actual Year-End Budgetary Actual
Original Budget Final Budget (Budgetary Basis) Encumbrances and Encumbrances
EXPENDITURES
General Support
Board of Education $88,693 $88,693 $69,823 $316 $18,554
Central Administration 414,464 414,464 391,434 146 22,884
Finance 742,360 742,360 684,705 35,925 21,730
Staff 1,162,148 1,162,148 1,087,756 155 74,237
Central Services 4,329,226 4,329,226 4,040,555 124,831 163,840
Special ltems 568,299 568,299 566,177 0 2,122
Instructional
Instruction, Adm. & Imp. 3,280,972 3,280,972 3,104,169 7,914 168,889
Teaching - Regular School 18,235,195 18,241,270 17,878,818 11,890 350,562
Programs for Children with
Handicapping Conditions 5,477,905 5,477,905 5,445,533 3,300 29,072
Occupational Education 571,053 571,053 562,151 0 8,902
Teaching Special Schools 248,641 248,641 206,729 750 41,162
Instructional Media 1,903,691 1,903,691 1,665,811 96 237,784
Pupil Services 3,642,782 3,642,782 3,338,533 19,641 284,608
Pupil Transportation 2,545,180 2,545,180 2,053,431 248 491,501
Community Services 60,000 60,000 60,000 0 0
Employee Benefits 12,436,649 12,436,649 12,416,649 0 20,000
Debt Service
Debt Service Principal 0 0 0 0 0
Debt Service Interest 130,021 130,021 130,021 0 0
TOTAL EXPENDITURES 55,837,279 55,843,354 53,702,295 205,212 1,935,847
Other Financing Uses
Transfers to Other Funds 3,754,310 3,754,310 3,754,310 0 0
TOTAL EXPENDITURES AND OTHER USES $59,591,589 $59,597,664 57,456,605 $205,212 $1,935,847
Net change in fund balances (72,214)
Other changes in fund balance, see Note 17 61,707
Fund balance - beginning 10,922 934
Fund balance - ending 310!912!427

Note to Required Supplementary Information

Budget Basis of Accounting
Budgets are adopted on the modified accrual basis of accounting consistent

with accounting principles generally accepted in the United States of America.
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Supplemental Schedule #2

EAST HAMPTON UNION FREE SCHOOL DISTRICT
SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS FOR OTHER POST-EMPLOYMENT BENEFITS (OPEB)
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Unfunded
Actuarial Liability as a
Valuation Value of Accrued Unfunded Funded Covered Percentage of
Date Assets Liability Liability Ratio Payroll Covered Payroll
June 30, 2009 30 $49,042,300 $49,042,300 0.00% $30,234,440 162%
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Supplemental Schedule #3

EAST HAMPTON UNION FREE SCHOOL DISTRICT
SCHEDULE OF CHANGE FROM ADOPTED BUDGET TO FINAL BUDGET
AND USE OF UNRESERVED FUND BALANCE- GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

CHANGE FROM ADOPTED BUDGET TO FINAL BUDGET

Adopted Budget $59,096,040
Add: Prior year's encumbrances 495,549
Original Budget 59,591,589
Budget Revision 6,075
Final Budget $59,597,664
Next year's voter approved budget $62,402,556

USE OF UNRESERVED FUND BALANCE

Unreserved Fund Balance-

As of the beginning of the year $4,145,196
Less:
Designated fund balance used for
the levy of taxes - Adopted Budget 1,800,000
Undesignated Fund Balance-
As of the beginning of the year $2,345,196
52
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Supplemental Schedule #5

EAST HAMPTON UNION FREE SCHOOL DISTRICT
SUPPLEMENTARY INFORMATION

SCHEDULE OF CERTAIN REVENUES AND EXPENDITURES
COMPARED TO ST-3 DATA FOR THE YEAR ENDED JUNE 30, 2009

REVENUES

Property Taxes
Non-Property Taxes
State Aid

Federal Aid

TOTAL REVENUES

EXPENDITURES
General Support
Pupil Transportation
Debt Service-Principal
Debt Service-Interest

TOTAL EXPENDITURES

See Paragraph on Supplementary Schedules Included in Auditors' Report

Account ST-3 Audited

Code Amount Amount
A-1001 $41,147,331 $41,147,331
AT-1199 0 0
AT-3999 2,435,429 2,435,429
AT-4999 0 0
AT-5999 $57,384,391 $57,384,391
AT-1999 $6,840,450 $6,840,450
AT-5999 2,053,431 2,053,431
AT-9798.6 0 0
AT-9798.7 130,021 130,021
AT-9999 $57,456,605 $57,456,605
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
INVESTMENT IN CAPITAL ASSETS, NET OF RELATED DEBT

Supplemental Schedule #6

FOR THE YEAR ENDED JUNE 30, 2009

Capital assets, net

Add:
Unspent bond proceeds

Deduct:
Short-term portion of bonds payable
Long-term portion of bonds payable

Short-term portion of installment purchase debt
Long-term portion of installment purchase debt

Investment in capital assets, net of related debt
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See Paragraph on Supplementary Schedules Included in Auditors' Report

1,935,000
33,880,000
269,961
286,694

$48,354,446

3,926,658

36,371,655

$15,909,449




EAST HAMPTON UNION FREE SCHOOL DISTRICT

FEDERAL GRANT COMPLIANCE AUDIT

JUNE 30, 2009



R.S. Abrams & Co. LLP & 2805 Veterans Highway ® 631-234-4444

: Suite 13
Since 1934 Ronkonkoma, New York 11779

B 2300-201 Grand Ave | 516-223-9700
Baldwin, New York 11510

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Board of Education
East Hampton Union Free School District

We have audited the financial statements of the governmental activities, each major fund,
and the fiduciary funds of East Hampton Union Free School District (the “District™) as of
and for the year ended June 30, 2009, which collectively comprise the East Hampton Union
Free School District’s basic financial statements and have issued our report thereon dated
November 5, 2009. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing
an opinion of the effectiveness of the District’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal
control over financial reporting.

A control deficiency in internal control exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the District’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the District’s financial statements that is
more than inconsequential will not be prevented of detected by the District’s internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the District’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the East Hampton Union Free
School District's financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grants,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required
to be reported under Government Auditing Standards.

We also noted certain additional matters that we reported to management of the East
Hampton Union Free School District in a separate letter dated November 5, 2009.

This report is intended solely for the information and use of the Board of Education, the

audit committee, management, federal awarding agencies and pass-through entities and is
not intended to be and should not be used by anyone other than these specified parties.

2Q Nbrams 4 Co. LLY

R.S. Abrams & Co. LLP
November 5, 2009
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R.S. Abrams & Co. LLP | 2805 Veterans Highway B 631-234-4444

. Suite 13
Since 1934 Ronkonkoma, New York 11779

B 2300-201 Grand Ave B 516-223-9700
Baldwin, New York 11510

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Education
East Hampton Union Free School District

Compliance
We have audited the compliance of the East Hampton Union Free School District (the

“District") with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended June 30, 2009. The
District's major federal programs are identified in the summary of auditor's results section
of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is the responsibility of the District's management. Our responsibility is to
express an opinion on the District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the District's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the District's compliance with those requirements.

In our opinion, the District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2009.

Internal Control Over Compliance
The management of the District is responsible for establishing and maintaining effective

internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit, we considered
the District's internal control over compliance with requirements that could have a direct
and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.
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Accordingly, we do not express an opinion on the effectiveness of East Hampton Union
Free School District’s internal control over compliance.

A control deficiency in a District’s internal control over compliance exists when the design
or operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is
a control deficiency, or combination of control deficiencies, that adversely affects the
District’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program
that is more than inconsequential will not be prevented or detected by the District’s internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that material noncompliance with a type of
compliance requirement of a federal program will not be prevented or detected by the
District’s internal control.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Education, the

audit committee, management, federal awarding agencies and pass-through entities and is
not intended to be and should not be used by anyone other than these specified parties.

RQ dhgmo 4 (0. LLE

R.S. Abrams & Co. LLP
November 5, 2009
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EAST HAMPTON UNION FREE SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

Agency or
Federal Grantor/Pass-through Grantor CFDA Pass-through
Program Title Number Number Expenditures
U.S. Department of Education

Passed-through NYS Education Department;
IDEA Part B - Section 611 84.027 032-09-0427 $467,487
IDEA Part B - Section 611 84.027 032-08-0427 5,730
IDEA - Preschool - Section 619 84.173 033-09-0427 6,901
IDEA - Preschool - Section 619 84.173 033-08-0427 0
CPSE Administration 84.173 232-08-0427 1,418
Total Special Education Cluster 481,536
ESEA -Title I 84.010 021-09-1540 $209,537
ESEA - Title 84.010 021-08-1540 11,315
ESEA Title II D-Enhancement 84318 292-09-1540 1,666
ESEA Title II D-Enhancement 84.318 292-08-1540 897
ESEA Title IT A-Improvement 84.367 147-09-1540 42,957
ESEA Title II A-Improvement 84.367 147-08-1540 11,470
ESEA - Title V 84.298 002-09-1540 1,111
ESEA Title III - LEP 84.365 293-09-1540 37,007
ESEA Title III - LEP 84.365 293-08-1540 638
ESEA Title IV - Drug Free Schools 84.186 180-09-1540 7,267
ESEA Title IV - Drug Free Schools 84.186 180-08-1540 1,575

Total — 325,440

Total Passed-Through NYS Education Department 806,976
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

Agency or
Federal Grantor/Pass-through Grantor CFDA Pass-through
Program Name Number Number Expenditures
Subtotal Brought Forward 806,976
U.S. Department of Agriculture
Pass Through NYS Education Department:
USDA Breakfast 10.553 N/A 12,477
USDA School Lunch Program 10.555 N/A 98,951
Total Passed-through NYS Education Department 111,428
Direct Program
USDA Food Distribution 10.555 N/A 23,298
Total, U.S. Department of Agriculture 134,726
Total Federal Awards Expended $941,702
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accompanying schedule of expenditures of federal awards presents the activity of
federal award programs administered by the District, which is described in Note 1 to the
District’s accompanying financial statements, using the modified accrual basis of
accounting. Federal awards that are included in the schedule may be received directly from
federal agencies, as well as federal awards that are passed through from other government
agencies. The information is presented in accordance with the requirements of OMB

Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

Indirect costs may be included in the reported expenditures, to the extent that they are
included in the federal financial reports used as the source for the data presented.

Matching costs (the District’s share of certain program costs) are not included in the
reported expenditures.

The amounts reported as federal expenditures were obtained from the federal financial
reports for the applicable program and periods. The amounts reported in these reports are
prepared from records maintained for each program, which are reconciled with the
District’s financial reporting system.

SUBRECIPIENTS:

No amounts were provided to subrecipients.
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS AND
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30, 2009

PART 1 SUMMARY OF AUDITORS RESULTS
Financial Statements

Type of auditor’s opinion(s) issued:
Internal control over financial reporting:

Material weakness(es) identified?

Significant deficiency(ies) identified that are not considered to be
material weakness(es)?

Noncompliance material to financial statements noted?

Federal Awards
Internal control over major programs:

Material weakness(es) identified?

Significant deficiency(ies) identified that are not considered to be
material weakness(es)?

Type of auditor’s opinion(s) issued on compliance for major
programs:

Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of Circular A-133?

Identification of major programs:

Name of federal program

IDEA Part B — Section 611
IDEA — Preschool — Section 619
CPSE Administration

Dollar threshold used to distinguish between Type A and Type B
Programs

Auditee qualified as low risk?

63

Unqualified

yes

yes

X none
reported

X __no

yes

yes

X __ none

yes

reported

Unqualified

X__no

yes

yes

CFDA Number
84.027
84.173
84.173

$300,000

no



EAST HAMPTON UNION FREE SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS AND
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2009

PART IT FINANCIAL STATEMENT FINDINGS

There are no financial statement findings to be reported.

PART III FEDERAL AWARD FINDINGS AND OUESTIONED COSTS

There are no findings or questioned costs to be reported.

PART IV SUMMARY SCHEDULE OF PRIOR AUDIT F INDINGS
el A LL UT TRIOK AUDIT FINDINGS

CAPITAL ASSETS
Finding # 2008-01

STATUS:

Significant Deficiency

We noted during our prior year audit that not all capital assets were properly
tagged or recorded accurately during the year. In addition, we observed that
periodic inspections were not being performed to track and account for the
presence of these capital assets nor is a form being utilized to track the
transfer of capital assets.

In process. During our current year audit we noted the District has
purchased a capital asset inventory system and is currently working on
tagging all assets. However, the District will need an appraisal and is
planning to schedule one through NYSIR when construction is complete.

PREPARATION OF FINANCIAL STATEMENTS

Finding # 2008-02

STATUS:

Significant Deficiency

During our prior year audit we noted that the District did not have the ability
to prepare its annual financial statements, which is a requirement of the
Statement on Auditing Standards No. 112 (SAS 112).

Implemented. The District’s business office staff prepared the financial
statements in the current year.
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EAST HAMPTON UNION FREE SCHOOL DISTRICT
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED JUNE 30, 2009

The District’s corrective action plan for the year ended June 30, 2009 is not required to be filed.
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