Under no circumstance shall this Preliminary Official Statement

This Preliminary Official Statement and the information contained herein are subject to completion or amendment.

constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these securitiesin any jurisdiction in which such offer, solicitation or sale would be unlawful prior

toregistration or qualification under the securitieslaws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED JULY 9, 2018

NEW ISSUE TAX ANTICIPATION NOTES

~In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the District, under existing statutes and court decisions and
assuming continuing compliance with certain tax certifications described herein, (i) interest on the Notes is excluded from gross income for
federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”), and (ii) interest on the
Notes is not treated as a preference item in calculating the alter native minimum tax under the Code; such interest, however, isincluded in the
adjusted current earnlng8 of certain corporations for purposes of calculating the alternative minimum tax imposed for taxable years beginning
rior to January 1, 2018. In addition, in the opinion of Bond Counsel to the District, under existing statues, interest on the Notes is exempt
rom personal income taxes of New York State and its political subdivisions, including The City of New York. See “Tax Matters” herein.

The Digtrict will NOT designate the Notes as "qualified tax-exempt obligations’ pursuant to the provisions of Section 265(b)(3) of the

Code.
EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT
SUFFOLK COUNTY, NEW YORK
$10,300,000* TAX ANTICIPATION NOTESFOR 2018 - 2019 TAXES
(the “Notes”)
Date of Issue: July 26, 2018 Maturity Date: June 25, 2019

The Notes are general obligations of the Eastport-South Manor Central School District, in Suffolk County, New Y ork
(the "District"), and will contain a pledge of the faith and credit of the District for the payment of the principal of and interest on
the Notes and, unless paid from other sources, the Notes are payable from ad valorem taxes which may be levied upon all the
taxable real property within the District, subject to certain statutory limitations. (See “The Tax Levy Limit Law” herein).

The Notes will not be subject to redemption prior to maturity.

At the option of the purchaser, the Notes will be issued in (i) registered form registered in the name of the successful
bidder(s) or (ii) registered book-entry form registered to Cede & Co., as the partnership nominee for The Depository Trust
Company, New Y ork, New York (“DTC”).

If the Notes are issued in registered form registered in the name of the successful bidder, a single note certificate will be
issued for those Notes bearing the same rate of interest in the aggregate principal amount awarded to such purchaser at such
interest rate. Principal of and interest on such Notes will be payable in Federal Funds by the District, at such bank or trust
company located and authorized to do businessin the State of New Y ork as selected by the successful bidders.

If the Notes are issued in book-entry form, such notes will be delivered to DTC, which will act as securities depository
for the Notes. Beneficial ownerswill not receive certificates representing their interest in the Notes. Individual purchases may be
made in denominations of $5,000 or integral multiples thereof. A single note certificate will be issued for those Notes bearing the
same rate of interest and CUSIP number in the aggregate principal amount awarded to such purchaser(s) at such interest rate.
Principal of and interest on said Notes will be paid in Federal Funds by the District to Cede & Co., as hominee for DTC, which
will in turn remit such principal and interest to its participants for subsequent distribution to the beneficial owners of the Notes as
described herein.  Transfer of principal and interest payments to beneficial owners by participants of DTC will be the
responsibility of such participants and other nominees of beneficial owners. The District will not be responsible or liable for
payments by DTC to its participants or by DTC participants to beneficial owners or for maintaining, supervising or reviewing the
records maintained by DTC, its participants or persons acting through such participants. (See "Book-Entry-Only System" herein).

Proposals for the Notes will be received at 11:00 A.M. (Prevailing Time) on July 18, 2018 at the offices of Munistat
Services, Inc., 12 Roosevelt Avenue, Port Jefferson Station, New York 11776.

The Notes are offered subject to the final approving opinion of Hawkins Delafield & Wood LLP, New Y ork, New Y ork,
Bond Counsel, and certain other conditions. Munistat Services, Inc. has served as Municipa Advisor to the District in connection
with the issuance of the Notes. It is expected that delivery of the Notes will be made in New York, New York or as otherwise
agreed on or about July 26, 2018.

THIS PRELIMINARY OFFICIAL STATEMENT IS IN A FORM “DEEMED FINAL” BY THE DISTRICT FOR THE
PURPOSES OF SECURITIES AND EXCHANGE COMMISSION RULE 15¢2-12 (THE “RULE”). FOR A DESCRIPTION OF
THE DISTRICT’S AGREEMENT TO PROVIDE CONTINING DISCLOSURE FOR THE NOTES, AS DESCRIBED IN THE
RULE, SEE “DISCLOSURE UNDERTAKING” HEREIN.

*Preliminary, subject to change.
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No dealer, broker, salesman or other person has been authorized by the District to give any information or
to make any representations, other than those contained in this Official Statement and if given or made, such other
information or representations must not be relied upon as having been authorized by the foregoing. This Official
Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor there any sale of the Notes by
any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The
information set forth herein has been obtained by the District from sources which are believed to be reliable but it is
not guaranteed as to accuracy or completeness. The information and expressions of opinion herein are subject to
change without notice and néither the delivery of this Official Statement nor any sale made hereunder shall, under
ﬁny c:c rcumstances, create any implication that there has been no change in the affairs of the District since the date

ereof.
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OFFICIAL STATEMENT

EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT
SUFFOLK COUNTY, NEW YORK

Relating To
$10,300,000* TAX ANTICIPATION NOTES FOR 2018 - 2019 TAXES

(the" Notes")

This Officia Statement, including the cover page and appendix hereto, presents certain information
relating to the Eastport-South Manor Central School District in the County of Suffolk, State of New York (the
"District,” "County" and "State," respectively) in connection with the sale of $10,300,000* Tax Anticipation
Notes for 2018 - 2019 Taxes (the "Notes").

All quotations from and summaries and explanations of provisions of the Congtitution and laws of the
State and acts and proceedings of the District contained herein do not purport to be complete and are qualified in
their entirety by reference to the official compilations thereof and all references to the Notes and the proceedings
of the District relating thereto are qualified in their entirety by reference to the definitive form of the Notes and
such proceedings.

THE NOTES
Description

The Notes will be dated and will mature, without option of prior redemption, as reflected on the cover
page hereof.

The District will act as Paying Agent for any Notes issued in book-entry form and the purchaser(s) will
serve as paying agent for the Notes registered in the name of the purchaser(s?. ayi ngragent fees, if any, will be
paid by the purchaser(s). The District’s contact information is as follows: Timothy Laube, Assistant
Superintendent for Business, Eastport-South Manor Central School District, 149 Dayton Avenue, Manorville,
NY 11949, Phone (631) 801-3001, Fax (631) 874-6743 and email: laubet@esmonline.org.

Optional Redemption
The Notes will not be subject to redemption prior to their maturity.
Book-entry-only System

In the event that the Notes are issued in registered book-entry form, DTC will act as securities depository
for the Notes and the Notes will be issued as fully-registered Notes registered in the name of Cede & Co., (DTC's
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One
fully-registered note certificate will be issued for each Note bearing the same rate of interest and CUSIP number
and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New Y ork
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange
Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s

*Preliminary, subject to change.



;I)Darticipants (“Direct Participants;’l) deposit with DTC. DTC also facilitates the post-trade settlement among
irect Participants of sales and other securities transactions in deposited securities, through electronic
computerized book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the need
for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a
wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holdin
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, al o
which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (“Indirect Participants™). The DTC Rules applicable to its Participants
are on file with the Securities and I‘:Yxchange Commission. More information about DTC can be found at
www.dtcc.com and www.dtc.org.

Purchases of the Notes under the DTC system must be made by or through Direct Participants, which
will receive a credit for the Notes on DTC’s records. The ownership interest of each actual purchaser of each
bond (“Beneficial Owner”™) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial
Owners will not receive written confirmation from DTC of their purchase. Beneficia Owners are, however,
expected to receive written confirmations providing details of the transaction, as well as periodic statements of
their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Notes are to be accomplished by entries made on the books
of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in the Notes, except in the event that use of the book-entry
system for the Notes is discontinued.

To facilitate subsequent transfers, al Notes deposited by Direct Participants with DTC are registered in
the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of the Notes with DTC and their registration in the name of Cede & Co. or
such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Notes; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Notes are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants
to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect
fromtimeto time.

Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such
issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the
Notes unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the District as soon as possible after the record date. The Omnibus
Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Notes
are credited on the record date (identified in alisting attached to the Omnibus Proxy).

Principal and interest payments on the Notes will be made to Cede & Co., or such other nominee as may
be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts
upon DTC’s receipt of funds and corresponding detail information from the District, on payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to Beneficial
Owners will be governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC or the District, subject to any statutory or regulatory requirements as may be in effect
from time to time. Payment of principal and interest payments to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the District, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.



DTC may discontinue providing its services as depository with respect to the Notes at any time by giving
reasonable notice to the District. Under such circumstances, in the event that a successor depository is not
obtained, bond certificates are required to be printed and delivered.

The District may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). Inthat event, bond certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the District believesto be reliable, but the District takes no responsibility for the accuracy thereof.

Source: The Depository Trust Company
Authorization for and Pur pose of Notes

The Notes are issued pursuant to the Constitution and laws of the State, including Sections 24.00 and
39.00 of the Loca Finance Law, constituting Chapter 33-a of the Consolidated Laws of New York, and a tax
anticipation note resolution adopted by the Board of Education of the District to finance cash flow requirements
in anticipation of the collection of 2018-2019 real property taxes levied for school purposes on al taxable real
Broperty in the District. The proceeds of the Notes may be used only for the purposes for which such taxes have
een or are to be levied, as specified in the 2018-2019 annual budget of the District, unless all of said purposes
have been paid and setisfied, in which case the proceeds of the notes may be used for any lawful school purpose.
The proceeds of the Notes will not be used for the redemption or renewal of any outstanding tax anticipation or
revenue anticipation notes.

Pursuant to Section 24.00(e) of the Local Finance Law, generally, whenever the amount of the Notes and
any additional tax anticipation notes issued by the District in anticipation of the receipt of 2018-2019 real
property taxes equals the amount of such taxes remaining uncollected, the District is required to set aside in a
special bank account all of such uncollected taxes as thereafter collected, and to use the amounts so set aside only
for the purpose of paying such Notes. Interest on the Notes will be provided from budget appropriations.

The District plans to issue $10,300,000 in Tax Anticipation Notes with this issue, and an additional
$11,500,000 in November, 2018.

Security and Sour ce of Payment

hereof Each Note when duly issued and paid for will constitute a contract between the District and the holder
thereof.

~ The Notes will be general obligations of the District and will contain a pledge of the faith and credit of
the District for the payment of the principal thereof and the interest thereon. For the payment of such principal of
and interest on the Notes, the District has the power and statutory authorization to ev% ad valorem taxes on all
taxable real property in the District, subject to certain statutory limitations imposed by the Chapter 97 of the New
York Laws of 2011, as amended, (“The Tax Levy Limit Law”). (See “The Tax Levy Limit Law” herein).

Under the Constitution of the State, the District is required to pledge its faith and credit for the payment
of the principal of and interest on the Notes, and the State is specifically precluded from restricting the power of
the District to levy taxes on real estate for the payment of interest on or principal of indebtedness theretofore
contracted. However, the Tax Levy Limit Law, imposes a limitation on the power of local governments and
school districts, including the District, to increase their annual tax Ie\/%, with the amount of such year to year
increase limited by the formulas set forth in the Tax L%y_l__lmlt Law. The Tax Levy Limit Law also providesthe
procedural method to overcome that limitation. In addition, the Tax Levy Limit Law expressly provides an
exclusion from the annual tax levy limitation for any taxes levied to pay the local share of debt service on bonds
or notes issued to finance voter approved capital expenditures, or the refinancing or refunding of such bonds or
notes. The exclusion does NOT apply to taxes to pay debt service on tax anticipation notes, including the Notes,
revenue anticipation notes, budget notes and deficiency notes, and any obligations issued to finance deficits and
certain judgments, including tax certiorari refund payments. (See “The Tax Levy Limit Law, ” herein.)



REMEDIESUPON DEFAULT

Neither the Notes, nor the proceedings with respect thereto, specifically provide any remedies which
would be available to owners of the Notes should the District default in the payment of principal of or interest on
the Notes, nor do they contain any provisions for the appointment of a trustee to enforce the interests of the
owners of the Notes upon the occurrence of any such default. The Notes are genera obligation contracts
between the District and the owners for which the faith and credit of the District are pledged and while remedies
for enforcement of payment are not expressly included in the District’s contract with such owners, any permanent
repeal by statute or constitutional amendment of a bondholder’s and/or noteholder’s remedial right to judicial
enforcement of the contract should, in the opinion of Bond Counsel, be held unconstitutional.

Upon default in the payment of principal of or interest on the Notes at the suit of the owner, a Court has
the power, in proper and appropriate proceedings, to render judgment against the District. The present statute
limits interest on the amount adjudged due to contract creditors to nine per centum per annum from the date due
to the date of payment. As a genera rule, property and funds of a municipal corporation serving the public
welfare and interest have not been judicially subjected to execution or attachment to satisfy ajudgment. A Court
aso has the power, in |i)roper and apﬁroprlate proceedings, to order payment of a judgment on such bonds or
notes from funds lawfully available therefor or, in the absence thereof, to order the District to take all lawful
action to obtain the same, including the raising of the required amount in the next annual tax levy. In exercising
its discretion as to whether to issue such an order, the Court may take into account al relevant factors, including
the current operating needs of the District and the availability and adequacy of other remedies. Upon any default
in the payment of the principal of or interest on the Notes, the owner of such Notes could, among other remedies,
seek to obtain a writ of mandamus from a Court ordering the governing body of the District to assess, levy and
collect an ad valorem tax, upon al taxable property of the District subject to taxation by the District sufficient to
pay the OIprl ncipal of and interest on the Notes as the same shall come due and payable (and interest from the due
date to date 0 paYmmt and otherwise to observe the covenants contained in the Notes and the proceedings with
respect thereto all of which are included in the contract with the owners of the Notes. The mandamus remedy,
however, may be impracticable and difficult to enforce. Further, the right to enforce payment of the principal of
or interest on the Notes may be limited by bankruptcy, insolvency, reorganization, moratorium and similar laws
and equitable principles, which may limit the specific enforcement of certain remedies.

~In 1976, the New York Court of Appeals, the State’s highest court, held in Flushing National Bank v.
Municipal Assistance Corporation for the City of New York, 40 N.Y.2d 731 (1976), that the New York State
legislation .pugaortlng to postpone the payment of debt service on New York City obligations was an
unconstitutional moratorium in violation of the New York State constitutional faith and credit mandate included
in all municipal debt obligations. While that case can be viewed as a precedent for protecting the remedies of
Noteholders, there can be no assurance as to what a Court may determine with respect to future events, including
financial crises as they may occur in the State and in municipalities of the State, that reguire the exercise by the
State of its emergency and I\/POI'IC'e powers to assure the continuation of essential public services. (See also,
Flushing National Bank v. Municipal Assistance Corporation for the Cg?/ of I\(Ijevv \)(ork, 40 N.Y.2d 1088 (1977),

mandate.

where the Court of Appeals described the pledge as adirect Constitution

As aresult of the Court of Appeals decision, the constitutionality of that portion of Title 6-A of Article 2
of the Local Finance Law enacted at the 1975 Extraordinary Session of the State legislature authorizing any
county, city, town or village with respect to which the State has declared a financial emergency to petition the
State Supreme Court to stay the enforcement against such municipality of any claim for payment relating to any
contract, debt or obligation of the municipality during the emergency period, is subject to doubt. In any event, no
such emergency has been declared with respect to the District.

Pursuant to Article VIII, Section 2 of the State Constitution, the District is required to provide an annual
appropriation of monies for the payment of due and payable principal of and interest on indebtedness.
Specitically, this constitutional provision states: “If at any time the respective appropriating authorities shall fail
to make such ea(\]oproprlatlons, a sufficient sum shall be set apart from the first revenues thereafter received and
shall be applied to such purposes. The fiscal officer of any county, city, town, wllagie or school district may be
required to set aside and apply such revenues as aforesaid at the suit of any holder of obligations issued for any
such indebtedness.” This constitutes a (sjpeciﬁc non-exclusive constitutional remed% against a defau_ltlgg
municipality or school district; however, it does not apply in a context in which monies have been appropriat
for debt service but the appropriating authorities decline to use such monies to aPay debt service. However,
Article VIII, Section 2 of the Constitution of the State also provides that the fiscal officer of any county, city,
town, village or school district may be req# red to set apart and appITy such revenues at the suit of any holder of
any obligations of indebtedness issued with the pledge of the faith of the credit of such political subdivision. In
Quirk v. Municipal Assistance Corp., 41 N.Y.2d 644 (1977), the Court of Appeals described this as a “first lien”
on revenues, but one that does not give holders aright to any particular revenues. It should thus be noted that the
BI edé;e of the faith and credit of a political subdivision in the State is a pledge of an issuer of a general obligation

ond or note to use its general revenue powers, including, but not limited to, its property tax levy, to pay debt



service on such obligations, but that such pledge may or may not be interpreted by a court of competent
jurisdiction to include a constitutional or statutory lien upon any particular revenues. The Constitutional
provision providing for first revenue set asides does not apply to tax anticipation notes (including the Notes),
revenue anticipation notes or bond anticipation notes.

~_While the courts in the State have historically been protective of the rights of holders of general
obligation debt of political subdivisions, it isnot possible to predict what a future court might hold.

~_Inprior years, certain events and legislation affecting a holder’s remedies upon default have resulted in
litigation. While courts of final jurisdiction have generally upheld and sustained the rights of bondholders and/or
noteholders, such courts might hold that future events, including a financial crisis as such may occur in the State
or in political subdivisions of the State, may require the exercise by the State or its political subdivisions of
emergency and police powers to assure the continuation of essential public services prior to the payment of debt
service.

SECTION 99-B OF THE STATE FINANCE LAW APPLICABLE TO SCHOOL DISTRICTS

Section 99-b of the State Finance Law (the "SFL") provides for a covenant between the State and the
purchasers and the holders and owners from time to time of the bonds and notes issued by school districts in the
State for school purposes that it will not repeal, revoke or rescind the provisions of Section 99-b of the SFL, or
amend or modify the same so asto limit, impair or impede the rights and remedies granted thereby.

Said section provides that in the event a holder or owner of any bond or note issued by a school district
for school ePur oses shall file with the State Comptroller, a verified statement describing such bond or note and
alleging detault in the payment thereof or the interest thereon or both, it shall be the duty of the State Comptroller
to immediately investigate the circumstances of the alleged default and prepare and file in his office a certificate
setting forth his determinations with respect thereto and to serve a cospijy thereof by registered mail upon the chief
fiscal officer of the school district which issued the bond or note. Such investigation by the State Comptroller
shall set forth a description of all such bonds and notes of the school district found to be in default and the
amount of principal and interest thereon past due.

_ Upon the filing of such a certificate in the office of the State Comptroller, he shall thereafter deduct and
withhold from the next succeedi nghallotment, apportionment or payment of such State aid or assistance due to
such school district such amount thereof as may be required to pay (a) the school district's contribution to the
State Teachers' Retirement System, and (b%tthe principal of and interest on such bonds and notes of such school
district then in default. In the event such State aid or assistance initially so withheld shall be insufficient to pay
said amounts in full, the State Comptroller shall similarly deduct and withhold from each succeeding allotment,
apportionment or payment of such State aid or assistance due such school district such amount or amounts
thereof as may be required to cure such default. Allotments, apportionments and payments of such State aid so
deducted or withheld by the State Comptroller for the payment of principal and interest on the bonds and notes
shall be forwarded promptly to the paying afqent or agents for the bonds and notes in default of such school
district for the sole purpose of the payment of defaulted principal of and interest on such bonds or notes. If any
such successive allotments, ag}oorthnments or payment of such State aid so deducted or withheld shall be less
than the amount of all principal and interest on the bonds and notes in default with respect to which the same was
so deducted or withheld, then the State Comptroller shall prom*otly forward to each paying agent an amount in the
proportion that the amount of such bonds and notes in default payable to such paying agent bears to the total
amount of the principal and interest then in default on such bonds and notes of such school district. The State
Comptroller shall promptly notify the chief fiscal officer of such school district of any payment or payments
made to any paying agent or agents of defaulted bonds or notes pursuant to said section of the SFL.

NO PAST DUE DEBT

No principal or interest payment on District indebtedness is past due. The District has never defaulted in
the payment of the principal of and/or interest on any indebtedness.



BANKRUPTCY

The Federal Bankruptcy Code (Chapter IX) allows public bodies, such as munici ﬁ)_aliti es, recourse to the
Erotectlon of a Federal Court for the purpose of adjusting outstanding indebtedness. Title 6-A of the Local
inance Law specifically authorizes any municipality in the State or its emergency control board to file a petition
under any Erowso_n of Federal bankruptcy law for the comﬁosthn or adjustment of municipal indebtedness.
While this Local Finance Law provision does not aﬁply to school districts, there can be no assurance that it will
not become applicable in the future. As such, the undertakings of the District should be considered with
reference, specifically, to Chapter IX, and, in %(e_neral,_to other bankruptcy laws affecting creditors’ rights and
municipalities. Bankruptcy proceedlngsgythe_ istrict if authorized by the State in the future could have adverse
effects on bondholders and/or noteholders including (a) delay in the enforcement of their remedies, (b)
subordination of their claims to those supplying goods and services to the District after the initiation of
bankruptcy proceedings and to the administrative expenses of bankruPtcy proceedings and (c) imposition without
their consent of a reorganization plan reducing or delaying payment of the Notes.

The above references to said Chapter 1X are not to be construed as an indication that the State will
consent in the future to the right of the District to file a petition with any United States district court or court of
bankruptcy under any provision of the laws of the United States, now or hereafter in effect for the composition or
adjustment of municipal indebtedness or that the District is currently considering or expects to resort to the
provisions of Chapter IX if authorized to do so in the future.

THE DISTRICT
Description

~_On December 21, 1998, the voters of the Eastport Union Free School District and the South Manor
Union Free School District approved the establishment of a Central High School District to provide secondary
education to the students of both districts. The Eastport — South Manor Central High School District commenced
operations on July 1, 1999. At that |J_g>0| nt, the Central High School District became responsible for secondary
education and both Eastport Union Free School District and South Manor Union Free School District became
elementary districts with an obligation to provide elementary education to their resident students.

On December 10, 2003 the residents of the Eastport Union Free School District and the South Manor
Union Free School District voted to merge their respective districts with the Eastport — South Manor Central
High School District. The merged Eastport — South Manor Central School District (the “District”) commenced
operations on July 1, 2004. Upon merger al assets, liabilities, fund balances and outstanding commitments of the
threhe % stricts became those of the District. Unless otherwise noted, information in this Official Statement refers
to the District.

The District provides public education in grades K-12 to resident students. The District is located on the
south shore of Long Idand, approximately 75 miles east of New York City. It encompasses an area of
approximately 34 square miles and has an estimated population of 19,404. It is situated in the Towns of
Brookhaven and SouthamEton, with an additional minor portion located in the Town of Riverhead. The District is
Br_lmanly residential in character, with the majority of the residences consstlgﬁ of single-family homes. The

istrict also includes two golf courses, the Long Island Game Farm and some smaller commercial enterprises.

_ ~ The southern border of the District is adjacent to Moriches Bay, which provides recreational activities
including boating, swimming and fishing, as well as, ancillary commercial activity.

District Organization

Subject to the provisions of the State Constitution, the District operates pursuant to the Education Law,
the Local Finance Law, other laws generally applicable to the District, and any special laws applicable to the
District. Under such laws, there is no authority for the District to have a charter or adopt local laws.

_ The legislative power of the District is vested in the Board of Education. Under current law, an election
is held within the District boundaries on the third Tuesday of May each year to elect members of the Board of
Education. They are generally elected for staggered terms of three years.



In early July of each year, the Board of Education meets for the purpose of reorganization. At that time
the Board elects a President and Vice President, and appoints a District Clerk and District Treasurer.

Economy
The Digtrict is primarily residential in nature. Commercial activity is located along the major
thoroughfares, downtown retail centers, and aong the waterfront. Employment opportunities are available to
residents throughout Nassau and Suffolk Counties, with some commuting to New York City. There is a
Slgﬂlflﬁ:&l’lt amount of developable vacant land within the District which has led to residentia and commercial
growth.
Transportation
The following transportation facilities are availabl e to residents of the District:
~ The District is traversed by the Long Island Expressway (Interstate 495), New York State Routes 27
&S_unrlse_ Highway) and 27A. Rail transportation is provided by the Long Island Railroad. Long Island MacArthur
irport islocated approximately 25 miles west of the District.
Utilities and Services
Water, electric, gas, and fire and police protection are provided to residents of the District as follows:
Water service is provided by the Suffolk County Water Authority; gas and electric by PSEG Long Island and
National Grid. Police protection is furnished by the Suffolk County Police Department, while fire protection is
available from local volunteer units.
Enrollment History

The following table presents the past school enrollment for the District.

School Year School Enrollment

2013-2014 3,700
2014-2015 3,612
2015-2016 3,511
2016-2017 3,525
2017-2018 3,350

Source: District Officials.
Projected Future Enrollment

The following table presents the projected future school enrollment for the District.

School Year School Enrollment
2018-2019 3,200
2019-2020 3,050
2020-2021 2,950

Source: District Officials.



District Facilities

The District operates five schools and offices; statistics relating to each are shown below.

Date of Most
Date of_ Recent
Name of School Grades Construction Improvements Capacity
Eastport-South Manor Jr./Sr. High School 7-12 2003 2015 2,200
Dayton Avenue Elementary 3-6 1978 2018 560
South Street Elementary K-2 1929 2018 415
Eastport Elementary K-6 1928 2018 775
Central Administration Office N/A 1946 2018 N/A
Tuttle Avenue School K-2 2014 - 475

Employees

~The District provides services through approximately 622 employees who are represented by the
following units of organized labor, plus non-union employees not represented.

Approx.
Expiration Date  No. of
Name of Union of Contract® Members

Teachers Association 6/30/2018 258
Teaching Assistants 6/30/2018 73
Teacher Aides & Monitors 6/30/2018 94
Administrators Association 6/30/2019 16
Clericd 6/30/2019 44
Nurses 6/30/2020 6

Custodial, Maintenance & Grounds 6/30/2019 43

a Any contracts expired as of the date of this Official Statement are in negotiation.

ECONOMIC AND DEMOGRAPHIC INFORMATION
Population Trends
Population stetistics are available for the District as such. The District is located within the Towns of

Brookhaven (89.46%), Southampton (10.52%) and Riverhead (0.02%). The following table sets forth population
statistics for the District, Town of Brookhaven and the County.

Town of
Yea District Brookhaven Suffolk County
1990 N/A 397,014 1,321,864
2000 N/A 448,248 1,419,369
2010 17,519 486,040 1,493,350
2013 18,707 486,868 1,495,803
2016 19,903 488,123 1,498,130

Source: U.S. Bureau of the Census.



Income Data

Income data is available for the District as such. The District is|ocated within the Towns of Brookhaven
89.46%), Southampton (10.52%) and Riverhead (0.02%). The information set forth below with respect to such
own of Brookhaven, County and State is included for information purposes only. It should not be inferred from
the inclusion of such data in this Official Statement that the District is necessarily representative of the Town,
County or State or vice versa.

Per Capita Money Income

1990 2000 2010 20162
District N/A N/A $38,202 $37,735
Town of Brookhaven 16,726 24,191 32,663 36,011
County of Suffolk 18,481 26,577 35,411 38,779
State of New Y ork 16,501 23,389 30,791 34,212

Median Household Income
1990 2000 2010 20162

District N/A N/A $87,712 $101,071
Town of Brookhaven 47,074 62,475 81,654 89,268
County of Suffolk 49,128 65,288 84,235 92,933
State of New York 32,965 43,393 54,148 62,909

Source:  United States Bureau of the Census
a. Note: Based on American Community Survey 5-Y ear Estimates (2012-2016)

Selected Listing of Larger Employersin the Town of Brookhaven
(Asof 2017)

of Brookhaven (89.46%), Southampton (10.52%) and Riverhead (0.02%).

Name

State University at Stony Brook

Stony Brook University Medical Center
Brookhaven National Laboratory

John T. Mather Hospital

Sachem Central School District
Brookhaven Memorial Hospital

Three Village Central School District
William Floyd Union Free School District
St. Charles Hospital

Quality King Distributors

Nursing Care at Medford

Source: Town Officials.

Type of Business

Education
Media Center
Laboratory
Hospital
Education
Hospital
Education
Education
Hospital
Commercia
Nursing Home

Estimated Number of
Employees

14,500
6,500
2,790
2,500
2,275
2,210
1,500
1,285
1,775

900
580

Largest employers are not available for the District as such. The District is located within the Towns



Unemployment Rate Statistics

UnempIoKment statistics are not available for the District as such. The District is located within the
Towns of Brookhaven (89.46%), Southampton (10.52%) and Riverhead (0.02%). The information set forth
below with respect to such Town, County and State is included for information purposes onIP/. It should not be
inferred from the inclusion of such data in this Official Statement that the District is necessarily representative of
the Town, County or State or vice versa.

Town of
Annual Averages: Brookhaven (%) Suffolk County (%) New York State (%)
2013 6.5 6.5 77
2014 53 53 6.4
2015 55 4.8 5.3
2016 4.4 4.3 49
2017 45 45 4.7
2018 (4 Month Average) 4.4 49 49

Source:  Department of Labor, State of New Y ork

INDEBTEDNESS OF THE DISTRICT
Constitutional and Statutory Requirements

~ The New York State Constitution and Local Finance Law limit the power of the District (and other
municipalities and school districts of the State) to issue obligations and to contract indebtedness. Such
constitutional and statutory limitations include the following, in summary form, and are generally applicable to
the District and the Notes:

~ Purpose and Pledge. The District shall not give or loan any money or property to or in aid of any
individual, or private corporation or private undertaking or give or loan its credit to or in aid of any of the
foregoing or any public corporation.

The District may contract indebtedness only for a District purpose and shall pledge its faith and credit for
the payment of principal of and interest thereon.

Payment and Maturity. Except for certain short-term indebtedness contracted in anticipation of taxes
or to be pad in one of the two fiscal years immediately succeeding the fiscal year in which such indebtedness
was contracted, indebtedness shall be paid in annual installments commencing no later than two years after the
date such indebtedness shall have been contracted and ending no later than the period of probable usefulness of
the object or purpose determined by statute or, in the aternative, the weighted average period of probable
usefulness of the several objects or purpose for which such indebtedness is to be contracted; no installment may
be more than fifty per centum in excess of the smallest prior installment, unless the District has authorized the
issuance of indebtedness having substantially level or declining annual debt service. The District is required to
provide an annual appropriation for the payment of interest due during the year on its indebtedness and for the
amouarlns required in such year for amortization and redemption of its serial bonds, bond anticipation notes and
capital notes.

. General. The District is further subject to constitutional limitation by the general constitutionally
imposed duty on the State Legidature to restrict the gtower of taxation and contracting Indebtedness to prevent
abuses in the exercise of such power; however, the State Legislature is prohibited by a specific constitutional
provision from restricting the power of the District to levy taxes on real estate for the payment of interest on or
principal of indebtedness theretofore contracted. There isno constitutional limitation on the amount that may be
raised by the District by tax on real estate in any fiscal year to pay principal of and interest on all indebtedness.
However, the Tax Levy Limit Law imposes a statutory limitation on the power of the District to increase its
annual tax levy. (See “The Tax Levy Limit Law” herem{
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Statutory Procedure

In general, the State Legislature has, by the enactment of the Local Finance Law, authorized the powers

and procedure for the District to borrow and incur indebtedness subject, of course, to the constitutional

g)ws_ons I?et forth above. The power to spend money, however, generally derives from other law, including the
ucation Law.

~The Board of Education, as the finance board of the District, has the power to enact tax anticipation note
resolutions. Such resolutions may authorize the issuance of tax anticipation notes in an aggregate principle
amount necessary to fund anticipated cash flow deficits but in no event exceeding the amount of real property
taxes levied or to be levied by the District, less any tax anticipation notes previously issued and |ess the amount
of such taxes previously received by the District.

_ The Board of Education, as the finance board of the District, also has the power to authorize the sale and

issuance of bonds and notes, including the Notes. However, such finance board may delegate the power to sell

}:h_e Noteis_ to the President of the Board of Education, the chief fiscal officer of the District, pursuant to the Local
inance Law.

Debt Limit. Pursuant to the Local Finance Law, the District has the power to contract indebtedness for
any school district purpose authorlzedeetg}/ the Legidature of the State of New York provided the aggregate
rincipal amount thereof shall not exceed ten per centum of the full valuation of the taxable real estate of the
istrict and subject to certain enumerated deductions such as State aid for building purposes. The constitutional
and statutory method for determining full valuation is by taking the assessed valuation of taxable real estate for
the last completed assessment roll and applying thereto the ratio (equalization rate) which such
valuation bears to the full valuation; such ratio is determined by the State Board of Real Property Services. The
Legislature also isrequired to prescribe the manner by which such ratio shall be determined by such authority.
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The following table sets forth the computation of the debt limit of the District and its debt contracting

margin:
Computation of Debt Limit and Debt Contracting Margin
(Asof July 9, 2018)
State
Assessed Equalization
In Town of (2017-18)* Valuation Rate (%) Full Valuation
Brookhaven $17,647,156 0.90 $1,960,795,111
Southampton 230,491,740 100.00 230,491,740
Riverhead 63,100 13.87 454,939
$248,201,996 $2,191,741,790
Debt Limit - 10% of Full Vauation $219,174,179
Inclusions:®
Outstanding Bonds $112,265,000
Bond Anticipation Notes 0
Total Indebtedness $112,265,000
Exclusions (Estimated Building Aid)® 87,005,375
Total Net Indebtedness 25,259,625
Net Debt Contracting Margin $193,914,554
Per Cent of Debt Contracting Margin Exhausted 11.52%
a  Thelatest completed assessment roll for which a State Equalization Rate has been established.
b.  Tax Anticipation Notes are not included in computation of the debt contracting margin of the District.
c. Represents estimate of moneys receivable by the District from the State as an apportionment for debt service for school building

purposes, based on the most recent information received by the District from the State Department of Education. The amount shown is
not necessarily the amount the District will ultimately receive. The District has not applied for a building aid exclusion certificate
from the Commissioner of Education and therefor may not exclude such amount from its total indebtedness on the Debt Statement form
required to be filed with the Office of the State Comptroller when bonds are to be issued.

Details of Short-Term Indebtedness Outstanding
As of the date of this Official Statement, the District has no short-term debt outstanding.

Trend of Outstanding | ndebtedness
As at June 30:

2014 2015 2016 2017 2018

Bonds $ 132285000 $ 140,160,000 $ 130,025000 $ 121,955,000 $ 113,865,000
BANSs - 15,000,000 - - -
Other - - - - -

Totals: $ 132,285,000 $ 155,160,000 $ 130,025,000 $ 121,955,000 $ 113,865,000
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Debt Service Requirements - Outstanding Bonds?

Fiscal Year
Ending June 30: Principal Interest Tota

2019 $ 8,345,000 $ 4,138,150 $ 12,483,150
2020 8,670,000 3,834,653 12,504,653
2021 9,015,000 3,518,953 12,533,953
2022 9,380,000 3,190,591 12,570,591
2023 9,710,000 2,831,994 12,541,994
2024 9,655,000 2,466,531 12,121,531
2025 9,510,000 2,101,669 11,611,669
2026 8,825,000 1,751,550 10,576,550
2027 7,120,000 1,447,113 8,567,113
2028 5,845,000 1,207,963 7,052,963
2029 6,060,000 997,591 7,057,591
2030 6,270,000 783,066 7,053,066
2031 1,510,000 576,703 2,086,703
2032 1,155,000 529,225 1,684,225
2033 925,000 491,788 1,416,788
2034 960,000 458,106 1,418,106
2035 995,000 423,138 1,418,138
2036 1,025,000 386,194 1,411,194
2037 1,065,000 346,984 1,411,984
2038 1,110,000 305,650 1,415,650
2039 1,150,000 262,413 1,412,413
2040 1,190,000 216,713 1,406,713
2041 1,240,000 168,375 1,408,375
2042 1,285,000 118,013 1,403,013
2043 1,335,000 65,813 1,400,813
2044 515,000 11,588 526,588

Totals: $113,865,000 $32,630,522 $146,495,522

a Does not include payments made to date.
Energy Performance Contract L ease

. The following isasummary of debt service requirements for the energy performance contract entered
into by the District on October 15, 2014.

Fiscal Year
Ending June 30: Principal Interest Tota
2019 $453,332 $166,401 $619,733
2020 466,711 153,021 619,732
2021 480,486 139,246 619,732
2022 494,668 125,065 619,733
2023 509,268 110,465 619,733
2024 524,298 95,434 619,732
2025 539,773 79,959 619,732
2026 555,704 64,028 619,732
2027 572,105 47,627 619,732
2028 588,991 30,741 619,732
2029 606,375 13,357 619,732
Totals: $5,791,711 $1,025,344 $6,817,055

Source: Audited Financial Statements
13



The Disgtrict has ec?enerally found it necessary to borrow from time to time in anticipation of taxes, which
by the schedule of red proper;y tax payments. The following is a history of such tax
years:

borrowing is necessitat

anticipation note borrowings for the five most recent fisc

Tax Anticipation Notes

Fiscal Year

Ending June 30: Amount Issue Maturity

2014 $15,500,000 09/10/2013  06/27/2014
2015 16,000,000 10/02/2014  06/26/2015
2016 18,000,000 10/06/2015  06/24/2016
2017 20,250,000 08/25/2016  06/23/2017
2018 21,800,000 07/29/2017  06/22/2018
2019 (Projected) 21,800,000 07/26/2018  06/25/2019

Authorized and Unissued Debt
The District has no authorized but unissued debt outstanding.
Calculation of Estimated Overlapping and Underlying | ndebtedness

Applicable Applicable
Date of Percentage Total Net

Overlapping Units Report Applicable (%) Indebtedness Indebtedness
County of Suffolk 05/25/2018 0.87 $20,184,908 $10,964,628
Town of Brookhaven 04/13/2017 3.83 26,976,096 22,782,054
Town of Southampton 05/24/2018 0.50 559,675 475,674
Town of Riverhead 12/31/2016 0.01 9,557 8,279
Eastport Fire District 12/31/2016 100.00 160,000 160,000
Manorville Fire District 12/31/2016 95.00 327,680.65 327,680.65

Totals $48,217,916 $34,718,316

Sources:  Annual Reports of the respective units for the most recently completed fiscal year on file with the Office of the

State Comptroller or more recently published Officia Statements.

Debt Ratios
(Asof July 9, 2017)
Per Percentage of
Amount Capita®  Full Value (%)°
Total Direct Debt $112,265,000 $5,641 512
Net Direct Debt 25,259,625 1,269 1.15
Total Direct & Applicable Total Overlapping Debt 160,482,916 8,063 7.32
Net Direct & Applicable Net Overlapping Debt 59,977,941 3,014 2.74

a The current population of the District is 19,903.
b. Thefull valuation of taxable property is $2,191,741,790.
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FINANCES OF THE DISTRICT
Independent Audit

The financia affairs of the District are subject to periodic compliance review by the Office of the State
Comptroller to ascertain whether the District has complied with the requirements of various state and federal
statutes. The financial statements of the District are audited each year by an independent public accountant. The
Iéast such audit covers the fiscal year ended June 30, 2017. A copy of such report isincluded herein as Appendix

I nvestment Policy

~ Pursuant to State law, including Sections 10 and 11 of the GML, the District is generally permitted to
deposit moneys in banks or trust companies located and authorized to do businessin the State. All such d%)os ts,
includi n% special time deposit accounts and certificates of deposit, in excess of the amount insured under the
Federal Deposit Insurance Act, are required to be secured in accordance with the provisions of and subject to the
limitations of Section 10 of the GML.

~The District may also temporarily invest moneysin: (1) obligations of the United States of America; (2)
obligations guaranteed by agencies of the United States of America where the payment of principal and interest
are guaranteed by the United States of America; (3) obligations of the State of New Y ork; (4) with the approval
of the New York State Comptroller, in tax anticipation notes or revenue anticipation notes issued by an
municipality, school district, or district corporation, other than those notes issued by the District, itself; (
certificates of tpartlcl pation issued in connection with installment purchase agreements entered into by politica
subdivisions of the State pursuant to Section 109-b(10) of the GML; (6) obligations of a New Y ork public benefit
corporation which are made lawful investments for municipalities pursuant to the enabling statute of such public
benefit corporation; or (7) in the case of moneys held in certain reserve funds established by the District pursuant
to law, in obligations of the District.

~ All of the foregoing investments are rguired to be payable or redeemable at the option of the owner
within such times as the proceeds will be needed to meet expenditures for purposes for which the moneys were
provided and, in the case of obligations purchased with the proceeds of bonds or notes, shall be payable or
redeemable in any event, at the option of the owner, within two years of the date of purchase. Unless registered
or inscribed in the name of the District, such instruments and investments must be purchased through, delivered
to and held in custody of a bank or trust company in the State pursuant to a written custodial agreement as
provided by Section 10 of the GML.

~ The Board of Education of the District has adopted an investment policy and such policy conforms with
applicable laws of the State governing the deposit and investment of public moneys. All deposits and
investments of the District are made in accordance with such policy.

Fund Structure and Accounts

The General Fund is the general operating fund for the District and is used to account for substantiall
all revenues and expenditures of the District. The District also maintains a special aid fund and school lunc
fund. In addition, a capital projects fund is used to record capital facility projects, while a trust and agency fund
accounts for assets received by the District in afiduciary capacity.

Basis of Accounting

_ The district-wide and fiduciary fund financial statements are reported on the accrual basis of accounting
using the economic resources measurement focus. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash transaction takes place.
Nonexchange transaction, in which the District gives or receives value without directly receiving or giving equal
value in exchange, include real property taxes, grants and donations. On an accrual basis, revenue from real
property taxes is recognized in the fiscal year for which the taxes are levied. Revenue from grants and donations
Is recognized in the fiscal year in which al eligibility requirements have been satisfied and the related
expenditures are incurred.

The fund statements are reported on the modified accrual basis of accounting using the current financial
resources measurement focus. Revenues are recognized when measurable and available. The District considers
all revenue reported in the governmental funds to be available if the revenues are collected within 180 days after
the end of the fiscal year, except for real property taxes, which are considered to be available if they are collected
within 60 days after the end of the fiscal year.
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Expenditures are recorded when the related fund liability is incurred, except for principal and interest on
general long-term debt, claims and judgments, and compensated absences, which are recognized as expenditures
to the extent they have matured. General capital asset acquisitions we_rgForted as expenditures in governmental
funds. Proceeds of general long-term debt and acquisitions under capital leases are reported as other financing
Sources.

Source: Audited Financials of the District.
Budget Process

The District’s fiscal year begins on July 1 and ends on June 30. Starting in the fall or winter of each
year, the District’s financial plan and enrollment projection are reviewed and updated and the first draft of the
next year’s proposed budget is developed by the central office staff. During the winter and early spring, the
budget is developed and refined in conjunction with the school building principals and department supervisors.
The District’s budget is subject to the provisions of the Tax L Limit Law, which imposes a limitation on the
amount of real property taxes that a school district may levy, and by law is submitted to voter referendum on the
third Tuesday of May each year. (See “The Levy Limit Law” herein).  On May 15, 2018, a majority of the
voters of the District approved the District’s budget for the 2018-2019 fiscal year. Summaries of the District’s
Adopted Budgets for the fiscal years 2017-2018 and 2018-2019 may be found in Appendix A, herein.

Revenues

~ TheDistrict receives most of its revenue from areal property tax on all non-exempt real property situated
within the District and State aid. A summary of such revenues for the five most recently completed fiscal years
may be found in Appendix A.

Real Property Taxes
See "Tax Information" herein.
State Aid

The District receives appropriations from the State of State aid for operating, building and other purposes
at various times throughout its fiscal year, pursuant to formulas and payment schedules set forth by statute.
While the State has a constitutional duty to maintain and support a system of free common schools that provides
a “sound basic education” to children of the State, there can be no assurance that the State appropriation for State
aid to school districts will be continued in future years, either pursuant to existing formulas or in any form
whatsoever. State aid appropriated and apportioned to the school districts can be paid only if the State has such
monies available for such payment.

The following table sets forth the amounts of the District’s General Fund revenue comprised of State aid
for each of the fiscal years 2013 through 2017, inclusive and the amounts budgeted for the 2018 and 2019 fiscal
years.

Fisca Year Genera Fund State Aid to
Ending June30: Tota Revenue State Aid Revenues (%)

2013 $79,944525  $29,320,938 36.68
2014 84,003519 32,778,669 38.61
2015 86,841,142 34,370,517 39.58
2016 88,422,881 35,027,340 39.61
2017 88,822,512 35,075,504 39.49
2018 (Budgeted)®  92,922780 36,346,533 39.11
2019 (Budgeted)® 93,502,384 37,281,766 39.87

Source: Audited Financial Statements of the District and Adopted Budgets of the District.
a. Budgeted revenues include the application of reserves and fund balance.

In addition to the amount of State Aid budgeted annually by the District, the State makes payments of
STAR aid representing tax savings provided by school districts to their _ta>_<paJyers under the STAR Program (See
“STAR — School Tax Exemption” herein). The District received STAR aid in January, 2018.
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The amount of State aid to school districts is dependent in part upon the financial condition of the State.
During the 2012 to 2018 fiscal years of the State, State aid to school districts was paid in a timely manner;
however, during the State’s 2010 fiscal a/ear State budgetary restrictions resulted in delayed Payments of State
aid to school districtsin the State. In addition, the availability of State aid and the timeliness of payment of State
aid to school districts could be affected by a delay in the adoption of the State budget. Although the State’s
2018-2019 Budget was adopted on March 30, 2018, in advance of the April 1 deadline, the State’s 2017-2018
Budget was adopted on April 9, 2017, a delay of approximately 8 days. No assurance can be given that the State
will not experience delays in the adoption of the budget in future fiscal years. Significant del %s in the adoption
of the State budget could result in deIaTyed payment of State aid to school districts in the State which could
adversely affect the financial condition of school districtsin the State.

The State receives a substantial amount of federal aid for health care, education, transportation and other
governmental purposes, as well as federal funding to respond to, and recover from, severe weather events and
other disasters. Many of the (E)OlICIeS that drive this federal aid may be subject to change under the federal
administration and the current Congress. Current federal aid projections, and the assumptions on which they rely,
are subject to revision in the future as aresult of changesin federa policy.

The federal government may enact budgetary changes or take other actions that adversely affect State

finances. State legislation adopted with the State’s 2018-2019 Budget continues authorization for a process by
which the State would manage significant reductions in federal aid during fiscal year 2018-2019 and fiscal year
2019-2020 should they arise.” Specifically, the legidation allows the State Budget Director to prepare a plan for
consideration by the State Legislature in the event that the federal government (i) reduces federal financial
yarticipation in Medicaid funding to the State or its subdivisions by $850 million or more; or (ii) reduces federal
inancial participation of other federal aid funding to the State that affects the State Operating Funds financial
plan by $850 million or more, exclusive of any cuts to Medicaid. Each limit is triggered separately. The plan
repared by the State Budget Director must equally and proportionately reduce appropriations and cash
disbursements in the State’s General Fund and State Special Revenue Funds. Upon receipt of the plan, the State
Legidature has 90 days to ﬁrepare its own corrective action plan, which may be adopted by concurrent resolution
passed by both houses, or the plan submitted by the State Budget Director takes effect automatically.

On December 22, 2017, President Trump si?ned into law the Tax Cuts and Jobs Act of 2017 (H.R. 1,
P.L. 115-97), making major changes to the Federal Internal Revenue Code, most of which are effective in the
2018 tax year. The new federal tax law makes extensive changes to federal personal income taxes, corporate
income taxes, and estate taxes, and the deductibility of various taxes and interest costs. The State’s income tax

stem interacts with the federal system in numerous ways. The federal changes are expected to have significant
flow-through effects on State tax burdens and revenues. The State’s 2018-2019 Enacted Budget includes
legislation decoupling certain linkages between federal and local income tax and corporate taxes, increasi n? the
opportunities for charitable contributions, and providing an option to employers to shift to an em (()jyer
compensation tax and reduce State personal income taxes. In addition, the State’s 2018-2019 Enacted Budget
includes legislation that grants localities the option to establish local charitable funds that would provide
%ax%ayerﬁ_ with a credit against their property taxes. The District does not have plans to establish a charitable
und at thistime.

~ Reductions in federal funding levels could have a materially adverse irgé)act on the State budget. In
addition to the potential fiscal impact of policies that may be proposed and adopted by the federal administration
and Congress, the State budget may be adversely affected by other actions taken edy the federa government,
including audits, disallowances, and changes to federal participation rates or other Medicaid rules.

There can be no assurance that the State’s financial position will not change materially and adversely
from current projections. If this were to occur, the State \_/voul_cf be required to take additional gap-closing actions.
Such actions may include, but are not limited to: reductions in State agency operations, delays or reductions in
payments to loc gtovern_ments or other recipients of State aid including school districts in the State. Reductions
in the payment of State aid could adversely affect the financial condition of school districts in the State.

Should the District fail to receive State aid expected from the State in the amounts and at the times
expected, occasioned by a delay in the payment of such monies or by a mld-gear reduction in State aid, the
District is authorized by the Local Finance Law to provide operating funds by borrowing in anticipation of the
receipt of uncollected State aid.

Litigation regarding apportionment of Sate aid. In January 2001, the State Supreme Court issued a
decision in Campaign for Fiscal Equity (“CFE”) v. Sate of New York mandating that the system of
apportionment of State aid to school districts within the State be restructured by the Governor and the State
Legislature. On June 25, 2002, the Appellate Division of the State Supreme Court reversed that decision. On
June 26, 2003, the State Court of Appeals, the highest court in the State, reversed the Appellate Division, holding
that the State must, by July 30, 2004, ascertain the actual cost of providing a sound basic education, enact
reforms to the system of school funding and ensure a system of accountability for such reforms. The Court of
Appedls further modified the decision of the Appellate Division by deciding against a Statewide remedy and
instead limited its ruling solely to the New Y ork City school system.
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After further litigation in 2006, the Court of Appeals held that $1.93 billion of additional funds for the
New York City schools - as initially proposed by the Governor and presented to the State Legisature as an
amount sufficient to provide a sound basic education - was reasonably determined. State legislative reforms
enacted in the wake of the decision in Campaig?n for Fiscal Equity (“CFE”) v. State of New York, included
increased accountability for expenditure of State funds and collapsing over 30 categories of school aid into one
classroorg Opere%ttlj ng formula referred to as foundation aid. Foundation aid prioritizes funding distribution based
upon student need.

Litigation is continuing however as a statewide lawsuit entitled NYSER v. Sate of New York has been
filed recently on behalf of the State’s public-school students. The lawsuit asserts that the State has failed to
comply with the decision of the New York State Court of Appealsin CFE v. Sate of New York. The complaint
asks the court for an order requiring the State to immediately discontinue the cap on State aid increases and the
supermajority requirements regarding increases in local property tax levies. The complaint also asks the court to
order the State to develop a new methodology for determining the actual costs of prowdlgﬁ al students the
opPpr_tunlty for a sound basic education, revise the State funding formulas to ensure that all schools receive
sutficient resources, and ensure a system of accountability that measures whether every school has sufficient
resources and that all students are, in fact, receiving the opportunity to obtain a sound basic education. On June
27, 2017, the Court of Appeals ruled that NYSER’s claims that students in New York City and Syracuse are
being denied the opportunity for a sound basic education could go to trial and that NY SER could rely upon the
CFE decision inits arguments. It isnot possible to predict the outcome of thislitigation.

RECENT OPERATING RESULTS
2014-15 Results of Operations

For the fiscal year ended June 30, 2015, the audited financial statements show the total revenues in the
General Fund were $86,841,142 and the total expenditures were $92,008,762, resulting in an operating deficit of
g%ggggg after transfers. The total overall fund balance in the General Fund decreased from $13,433,034 to

2015-16 Results of Operations

For the fiscal year ended June 30, 2016, the audited financial statements show the total revenuesin the
Genera Fund were $88,422,881 and the total expenditures were $90,256,600, resulting in an operating deficit of
%gggg% after transfers. The total overall fund balance in the General Fund decreased from $8,192,968 to

2016-17 Results of Operations

For the fiscal year ended June 30, 2017, the audited financial statements show the total revenuesin the
General Fund were $88,822,512 and the total expenditures were $89,822,502, resulting in an operating deficit of
%%88%% after transfers. The total overal fund balance in the General Fund decreased from $6,315,887 to

2017-18 Results of Operations
Operating results for fiscal year ended June 30, 2018 are not yet available.
2017-18 Budget
The Adopted Budget for the fiscal year ended June 30, 2018 was %ogroved by the voters on Ma%/ 16,
2017 and included a 3.39% property tax increase and no appropriation of fund balance. A summary of the 2017-
2018 Budget is attached in Appendix A.
2018-19 Budget
The Adopted Budget for the fiscal year ending June 30, 2019 was approved by the voters on May 15,
2018 and included a 2.13% property tax increase. In an effort to decrease expenditures, the District made
significant cuts through the elimination of teaching and administrative staff, reduction to contractual obligations

and equipment purchases, and elimination of certain athletic and music programs. A summary of the 2018-2019
Budget is attached in Appendix A.
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Recent Events Affecting State Aid to New York School Districts

Following a State budgetary crisis in 2009, State aid to school districts in the State decreased for a
number of years with increased established in more recent years.

School district fiscal year (2013-2014): The State Legislature adopted the State budget on March 29,
2013. The budget included an'increase of $936.6 million in State aid for school districts.

School district fiscal year (2014-2015): The State Legislature adopted the State budget on March 31,
2014. The State’s 2014-2015 Budget included a $1.1 billion or 5.3% increase in State aid to school districts for
the 2014-2015 school year. High-need school districts received 70% of the State aid increase. The State’s 2014-
2015 Budget restored $602 million of Gap Elimination Adjustment reductions that had been imposed on school
districts from 2010-2011 to 2012-2013. The State’s 2014-2015 Budget invested $1.5 billion over five years to
support the phase-in of a Statewide universal full-day pre-kindergarten program.

School district fiscal year (2015-2016): The State Legislature adoFte_d the State budget on March 31,
2015. Said budget included an increase of $1.4 billion in State aid for school districts that was tied to changes in
the teacher evaluation and tenure process.

School district fiscal year (2016-2017): The State’s 2016-2017 Budget included a school aid increase of
$991 million over 2015-2016, $863 million of which consisted of traditional operating aid. In addition to full-
funding of expense based aids ($408 million), the State’s 2016-2017 Budget included a $266 million increase in
Foundation Aid and an $189 million restoration to the Gap Elimination Adjustment ﬁthe “GEA”). The majority
of the remaining increase ($100 million) related to Community Schools Aid, a newly adopted aid category, to
support school districts that wish to create community schools. Such funds may only be used for certain purposes
such as providing health, mental health and nutritional services to students and their families.

~School district fiscal year (2017-2018): The State’s 2017-2018 _Budfget provided for school aid of
%oproxyma]:ely $25.8 billion, an increase of $1.1 billion in school aid spending from the 2016-2017 school year.
he majority of the increases were targeted to high need school districts. Expense-based aids to support school
construction, pupil transportation, BOCES and special education were continued in full, as is the State’s usual
practice. Transportation aid increased by 5.5% and building aid increased by 4.8%. The State’s 2017-18 Budget
continued to link school aid increases for 2017-18 and 2018-19 to teacher and principal evaluation plans.

~School district fiscal year (2018-2019): The State’s 2018-2019 Budget provides for school aid of
approximately $26.7 billion, an increase of approximately $1.0 billion in school aid spending from the 2017-2018
school year. The majority of the increases have been targeted to high need school districts. Expense-based aids
to support school construction, pupil transportation, BOCES and special education were continued in full, asis
the State’s usual practice. Transportation aid increased by 5.2% and building aid increased by 4.7%. The State
2018-2019 Enacted Budget continues to link school aid increases for 2018-2019 and 2019-2020 to teacher and
principal evaluation plans.

~ The State provides annual State aid to school districts in the State, including the District, on the basis of
various formulas. Due to the State’s own budgetary crisis in 2009 and to assist the State in mitigating the impacts
of its own revenue shortfall, the State reduced the allocation of State aid to school districts as part of a program
known as the Gap Elimination Adjustment (“GEA”). The GEA was a negative number (funds that were deducted
from the State aid originally due to the District under State aid formulas). The District’s State aid was reduced as
a result of the GEA program starting in 2009. Subsequent State buglgets decreased the amount of the GEA
deduction and the State’s 2016-2017 Budget eliminated the remaining balance of the GEA.

The Smart Schools Bond Act was passed as part of the Enacted 2014-2015 State Budget. The Smart
Schools Bond Act authorizes the issuance of $2 billion of general obligation bonds by the State to finance
improved educationa technology and infrastructure to enhance learning and opportunity for students throughout
the State. The District's estimated all ocation of fundsis $2,279,065.

The District cannot predict at this time whether there will be any reductions in and/or delays in the
receipt of State aid during the remainder of the current fiscal %ear The District believes that it would mitigate
the impact of any delays or the reduction in State aid by reducing expenditures, increasing revenues,
appropriating other available funds on hand, and/or by any combination of the foregoing. (See also “Market

actors Affecting Financings of the State and School Districts of the State”).

19



Expenditures

~__The major categories of expenditure for the District are General Support, Instruction, Employee Benefits,
Pupil Transportation and Debt Service. A summary of the expenditures for the five most recently completed
fiscal years may be found in Appendix A.

The State Comptroller’s Fiscal Stress Monitoring System and OSC Compliance Reviews

The New York State Comptroller has reported that New York State’s school districts and municipalities
are facing significant fiscal challenges. As aresult, the Office of the State Comptroller has developed a Fiscal
Stress Monitoring System (“FSMS’% to provide independent, objectively measured and quantifiable information
to school districts and municipal officials, taxpayers and policy makers regarding the various levels of fiscal
stress under which the State’s school districts and municipalities are operating.

The fiscal stress scores are based on financial information submitted as part of each school ST-3 report
filed with the State Education Department annually, and each municipality’s annual report filed with the Office
of the State Comptroller (OSC). Using financial indicators that include year-end fund balance, cash position and
patterns of operating deficits, the system creates an overall fiscal stress score which classifies whether a school
district or municipality is in “significant fiscal stress”, in “moderate fiscal stress,” as “susceptible to fiscal stress”
or “no designation”. Entities that do not accumulate the number of points that would place them in a stress
categiory will receive afinancial score but will be classified in a category of “no designation.” This classification
should not be mterjpreted to imply that the entity is completely free of fiscal stress conditions. Rather, the
entity’s financial information, when objectively scored according to the FSM S criteria, did not generate sufficient
points to place them in one of the three established stress categories.

~ The most current a E;Ilicable report of OSC designates the District as “Moderate” (Fiscal Score: 46.7%).
More information on the FSM S may be obtained from the Office of the State Comptroller.

~In addition, OSC helps local government officials manage government resources efficiently and
effectively. The Comptroller oversees the fiscal affairs of local governments statewide, as well as compliance
with relevant statutes and observance of good business practices. This fiscal oversight is accomplished, in part,
through its audits, which identify opportunities for improving operations and governance. The most recent audit
was released on March 20, 2015. The purpose of the audit was to evaluate the District’s controls over user
access to the financia software for the period July 1, 2013 — August 31, 2014. The complete report may be
_fo]ynd on the hStat_e Comptroller’s official website. Reference to this website implies no warranty of accuracy of
information therein.

Employee Pension System

New York State Certified employees (teachers and administrators) are members of the New York State
Teachers Retirement System (“TRS”). Employer pension payments to the TRS are_%enerally deducted from State
aid payments. All non-NY'S certified/civil service employees of the District eligible for pension or retirement
benefits under the Retirement and Social Security Law of the State of New Y ork are members of the New Y ork
State and Local Employee's Retirement System (“ERS”). Both the TRS and ERS are non-contributory with
respect to members hired prior to July 1, 1976. Other than as discussed below, all members of the respective
systems hired on or after July 1, 1976 with less than 10 year’s full-time service contribute 3% of their gross
annual salary toward the cost of retirement programs.

On December 10, 2009, the Governor signed in to law a new Tier 5. The law is effective for new ERS
and TRS employees hired after January 1, 2010 and before March 31, 2012. ERS employees contribute 3% of
their salaries and TRS employees contribute 3.5% of their salaries. There is no provision for these employee
contributions to cease after a certain period of service.

~ On March 16, 2012, Governor Cuomo signed into law Ch%pter 18 of the Laws of 2012, which legislation
provides for a new Tier 6 for employees hired after April 1, 2012. This new pension tier has progressive
employee contribution rates between 3% and 6% and such employee contributions continue so long as the
employee continues to accumulate pension credits; it increases the retirement a%e for new employees from 62 to
63 and includes provisions alowing early retirement with penalties. Under Tier 6, the pension multiplier is
1.75% for the first 20 years of service and 2% thereafter; vesting will occur after 10 years; the time period for
calculation of final average salary isincreased from three years to five years; and the amount of overtime to be
used to determine an emplooyee’s pension is capfped at $15,000, indexed for inflation, for civilian and non-
uniform employees and at 15% of base pay for uniformed employees outside of New Y ork City. It also includes a
voluntary, portable, defined contribution plan option for new non-union employees with salaries of $75,000 or
more.
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~Under current law, the employer pension pa%r_nents for a given fiscal year are based on the value of the
pension fund on the prior April 1 thus enabling the District to more accurately include the cost of the employer
pension payment in its budget for the ensuing year. In addition, the District is required to make a minimum
contribution of 4.5% of payroll every %/ear including years in which the investment Eerformance of the fund
would make a lower payment possible. The annual employer pension payment is due on February 1 of each year.

Due to poor performance of the investment portfolio of TRS and ERS during the recent financial crisis,
the employer contribution rates for required pension payments to the TRS and ERS increased substantially. To
help mitigate the impact of such increases, legislation was enacted that permitted school districts to amortize a
portion of its annual employer pension payment to the ERS only. Under such legislation, school districts that
choose to amortize were required to set aside and reserve funds with the ERS for certain future rate increases.
The District has not amortized an¥ of its employer pension payments pursuant to this legislation and expects to
continue to pay al paymentsin full when due.

In addition, in Spring 2013, the State and TRS approved a Stable Contribution Option (“SCO”) that gives
school districts the ability to better manage the spikes in Actuarially Required Contribution rates (“ARCs”). ERS
followed suit and modified its existing ERS SCO. Each plan allows school districts to pay the SCO amount in
lieu of the ARC amount, which is higher, and defer the difference in payment amounts.

Under the TRS SCO plan, payment of the deferred amount will commence in year six of the program
(2018-19) and continue for five years. School districts can elect to no longer participate in the plan at any time,
resume pa?/mg the ARC and begin repayment of deferred amounts over five 21 years. Under the ERS SCO,
payment of deferred amounts begins the year immediately following the deferral and the repayment period is 12
years. Once made, the election to participate in the ERS SCO is permanent. However, the school districts can
choose not to defer payment in any given year. In both plans, interest on the deferred amounts is based on the
yield of 10-year U.S. Treasury securities plus 1%.

~ The District has not amortized any of its employer pension payments as part of the SCO and expects to
continue to pay al paymentsin full when due.

As of June 30, 2017, SCO is effectively terminated. Each employer who elected to participate in the plan
has opted out. Employers who participated in the SCO will resume paying the Employer Contribution Rate
(“ECR”) as well as any outstanding deferred contributions plus interest.

The following chart represents the TRS and ERS required contributions for each of the last five
completed fiscal years and budgeted for the 2019 fiscal year.

Fiscal Y ear
Ending
June 30: TRS ERS
2014 $6,306,467 $1,079,200
2015 6,820,635 969,002
2016 5,181,340 984,328
2017 4,494,842 862,879
2018 (Unaudited) 3,895,841 885,454
2019 (Budgeted) 3,863,350 878,948

Source: Audited Financial Statements.
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Other Post-Employment Benefits

The District provides post-retirement healthcare benefits to various categories of former employees.
These costs may be exﬁected to rise substantially in the future. School districts and Boards of Cooperative
Education Services, unlike other municipal units of government in the State, have been prohibited from reducin
retiree health benefits or increasing health care contributions received or paid by retirees below the level o
benefits or contributions afforded to or required from active employees. This protection from unilateral reduction
of benefits had been extended annuaII%/_by the New York State Legislature until recengty when legidation was
enacted to make permanent these health insurance benefit protections for retirees. Legidative attempts to provide
similar protection to retirees of other local units of government in the State have not succeeded as of the date
Eer%?f'E evertheless, many such retirees of all varieties of municipal units in the State do presently receive such

enefits.

~ GASB Statement No. 45 (“GASB 45”) of the Governmental Accounting Standards Board (“GASB”),
requires state and local governments to account for and report their costs associated with post-retirement
healthcare benefits and other non-pension benefits (“OPEB”). GASB 45 generally requires that employers
account for and report the annual cost of the OPEB and the outstanding obligations and commitments related to
OPEB in essentially the same manner as they currently do for pensions. Under previous rules, these benefits
have generall¥ been administered on a pay-as-you-go basis and have not been reported as a liability on
governmental Tinancia statements. Only current payments to existing retirees were recorded as an expense.

GASB 45 requires that_state and local governments adopt the actuarial methodologies to determine
annual OPEB costs. Annual OPEB cost for most employers will be based on actuarially determined amounts
that, if paid on an ongoing basis, generally would provide Sufficient resources to pay benefits as they come due.

~Under GASB 45, based on actuarial valuation, an annual required contribution (“ARC”) will be
determined for each state or local government. The ARC is the sum of (&) the normal cost for the year (the
present value of future benefits being earned by current employees) plus (b) amortization of the unfunded
accrued liability (benefits alread%/ earned by current and former employees but not yet provided for/&, using an
amortization period of not more than 30 years. If a municipality contributes an amount less than the ARC, a net
OPEB obligation will result, which is required to be recorded as'a liability on its financial statements.

~ GASB 45 does not require that the unfunded liabilities actually be funded, only that the District account
for its unfunded accrued liability and compliance in meeting its ARC. "Actuarial valuation will be required every
two years for the District.

The following table shows the components of the District’s annual OPEB cost for the year 2017, the
amount actually contributed to the plan, and changes in the District’s net OPEB obligation.

Fiscal Y ear Ended

Annual OPEB Cost and Net OPEB Obligation

June 30, 2017:

Annual required contribution (ARC) $5,076,455
Interest on net OPEB obligation 1,397,985
Less: Adjustmentsto ARC (1,047,219)
Annual OPEB cost (expense) 5,427,221
Less: Contributions made (1,246,987)
Increase in net OPEB obligation 4,180,234
Net OPEB obligation-beginning of year 27,959,705
Net OPEB obligation-end of year $32,139,939

The District’s annual OPEB cost, the percent

e of annual OPEB cost contributed to the plan, and the net

OPEB obligation for the year ended June 30, 2017 and the two preceding years are as follows:

Percent of Annual
OPEB Cost Net OPEB
Y ear Ended Annual OPEB Cost Contributed (%) Obligation
June 30, 2017 $5,427,221 23.0 $32,139,939
June 30, 2016 4,627,499 27.0 27,959,705
June 30, 2015 4,362,021 25.6 24,580,048
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_ In some recent years, OSC has proposed legisation to provide the State and certain local governments
with the authority to establish trusts in which to accumulate assets for OPEB and to establish an OPEB
investment fund in the sole custody of the State Comptroller for the investment of OPEB assets of the State and

articipating eligible local governments. The District cannot predict at this time whether such proposed
egidlation will be enacted into law. At thistime, New York State has not developed guidelines for the creation
and use of irrevocable trusts for the funding of OPEB. As aresult, the District has decided to continue funding
the expenditure on a pay-as-you-go basis.

~ Should the District be required to fund its unfunded actuarial accrued OPEB liability, it could have a
gl%tﬁrlal adverse impact upon the District’s finances and could force the District to reduce services, raise taxes or
otN.

TAX INFORMATION
Real Property Taxes

The District derives its power to levy an ad valorem real property tax from the State Constitution;
methods and procedures to levy, collect and enforce this tax are governed by the Real Property Tax Law. Real
roperty assessment rolls used by the District are prepared by the Town of Brookhaven, Southampton and
iverhead. Assessment valuations are determined by the Town assessor and the State Board of Real Property
Services which is responsible for certain utlllt\é and railroad property. In addition, the State Board of Real
Property Services annually establishes State Equalization Rates for all localities in the State, which are
determined by statistical sampling of market sales/assessment studies. The equalization rates are used in the
calculation and distribution of certain State aids and are used by many localities in the calculation or debt
contracting and real property taxing limitations. The District is not subject to constitutional real property taxing
limitations; however, see “The Tax Levy Limit Law” herein for a discussion of certain statutory limitation that
have been imposed.

The following table sets forth the amount of the District’s General Fund revenue (excluding other
financing sources) comprised of real property taxes for each of the fiscal years 2013 through 2017, inclusive and
for the amounts budgeted for the 2018 and 2019 fiscal years.

Real Property
Fiscal Year Real Property Taxesto

Ending June 30: Total Revenue Taxes Revenues (%)
2013 $79,944,525 $41,169,149 51.50
2014 84,903,519 42,337,475 49.87
2015 86,841,142 43,465,017 50.05
2016 88,422,881 44,471,701 50.29
2017 88,822,512 45,086,331 50.76
2018 (Budgeted)? 92,922,780 53,217,393 57.27
2019 (Budgeted)? 93,502,384 54,191,936 57.96

Source:  Audited Financial Statements of the District and Adopted Budgets of the District.
a Budgeted estimates for total revenues include appropriations of fund balance. Budgeted estimates for real property taxes include STAR.

Town Tax

be paid without penalty by January 10 and

from the date such taxes are due and 10% after May 31.

Tax Collection Procedure

Prolgerty taxes for the District, together with County, Town and Fire District taxes, are collected by the
eceiver. Such taxes are due and |\fayable in equal installments on December 1 and Mafl 10, but m
ay 31, respectively. Penalties on unpaid taxes are 19

% per mont

~ . TheTown Tax Receiver distributes the collected tax money to the Town, fire and school districts prior to
distributing the balance collected to the Count?{. bUncollected amounts are not segregatlcca? E)ly the Receiver and
1a of tull t

any deficiency in tax collection is the County’s
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TheTax Levy Limit Law

Chapter 97 of the New York Laws of 2011, as amended, (herein referred to as the “Tax Levy Limit Law”
or “Law”) modified previous law by imposing a limit on the amount of real property taxes that a school district

may levy.

Prior to the enactment of the Law, there was no statutory limitation on the amount of real property taxes
that a school district could levy if its budget had been approved by a simple majority of its voters. In the event the
budget had been defeated by the voters, the school district was required to adopt a contingency budget. Under a
contingency budget, school budget increases were limited to the lesser of four percent (4%) of the prior year’s
budget or one hundred twenty percent (120%) of the consumer price index ("CPI").

) Under the Tax Levy Limit Law, there is now a limitation on the amount of tax levy growth from one
fiscal year to the next. Such limitation is the lesser of (i) 2% or (ii) the annual percentage increase in the
consumer Frlce index, subject to certain exclusions as mentioned below and as described in the Law. A budget
with atax levy that does not exceed such limit will require approval by at least 50% of the voters. Approval by at
least 60% of the voters will be required for a budget with atax levy in excess of the limit. In the event the voters
reject the budget, the tax levy for the school district’s budget for the ensuing fiscal year may not exceed the
amount of the tax levy for the prior fiscal year. School districts will be permitted to carry forward a certain
portion of their unused tax levy limitation from a prior year.

The Law permits certain significant exclusions to the tax levy limit for school districts. These include
taxes to pay the local share of debt service on bonds or notes issued to finance voter approved capital
expenditures and the refinancing or refunding of such bonds or notes, certain pension cost increases, and other
items enumerated in the Law. However, such exclusion does NOT apply to taxes to pay debt service on tax
anticipation notes (such as the Notes), revenue anticipation notes, budget notes and deficiency notes; and any
obligations issued to finance deficits and certain judgments, including tax certiorari refund payments.

STAR - School Tax Exemption

The STAR (School Tax Relief) program provides State-funded exemptions from school property taxes to
homeowners for their primary residences. Homeowners over 65 years of age with household adjusted gross
incomes, less the taxable amount of total distributions from individual retirement accounts and individual
retirement annuities (“STAR Adjusted Gross Income”) of $86,000 or less, increased annually according to a cost
of living adjustment, are eligible for a “full value” exemption of the first $65,300 for the 2016-17 school year
(adjusted annually). Other homeowners with household STAR Adjusted Gross income not in excess of $500,000
are eligible for a $30,000 “full value” exemption on their primary residence. School districts receive full
reimbursement from the State for real property taxes exempted pursuant to the STAR program by the first
business day in January of each year.

Part A of Chapter 60 of the Laws of 2016 of the State of New York (“Chapter 60”) gradually converts the
STAR program from areal property tax exemption to a persona income tax credit. Chapter 60 prohibits new
STAR exemptions from being granted unless at |east one of the applicants held title to the froger%/ on the taxable
status date of the assessment roll that was used to levy school district taxes for the 2015-2016 school year
(generaly, March 1, 2015), and the property was granted a STAR exemption on that assessment roll. However, a
new homeowner may receive a new personal income tax credit in the form of a check. The dollar benefit to
eligible taxpayers will not change. A taxpayer who is €ligible for the new credit will receive a check from the
State equal to the amount by which the STAR exemption would have reduced his or her school tax bill. A
homeowner who owned his or her home on the taxable status date for the assessment roll used to levy taxes for
the 2015-2016 school year, and who received a STAR exemption on that roll, may continue to receive a STAR
exemption on that home as long as he or she still owns and primarily resides in it. No further action is required
(unles_tge)homeowner has been receiving Basic STAR and wants to apply for Enhanced STAR, which is
permissible).

The State 2017-18 Enacted Budget includes changes to Chapter 60. STAR checks are now expected to

be mailed out prior to the date that school taxes are payable. The amount of the check will be based on the

revious year’s amount adjusted by the levy growth factor used for the property tax cap. Any changes that must

Be made based on the final STAR credit compared to the estimate used will be factored into the subsequent
year’s STAR credit check or taxpayers also may account for those changes in their State income taxes.

~ Approximately 13% of the District’s 2017-2018 school tax levy was exempted by the STAR procb;ram and
the District has received full reimbursement of such exempt taxes from the State. Approximately 13% of the
District’s 2018-2019 school tax levy is expected to be exempted by the STAR Brogaaem and the District expectsto
receive full reimbursement of such exempt taxes from the State in January 2019. ( “State Aid” herein).
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Rebate Program

Chapter 59 of the Laws of 2014 (“Chapter 59”) included provisions which provided a refundable
personal income tax credit to real property taxpayers in school districts in 2014 and 2015 and certain municipal
units of government in 2015 and 2016. The eligibility of real property taxpayers for the tax credit in each year
depended on such jurisdiction’s compliance with the provisions of the Tax Levy Limit Law. For the second
taxable year of the program, the refundable personal income tax credit for real property taxpayers was
additionally continﬁent upon adoption by the school district or municipal unit of a State approved “government
efficiency plan” which demonstrated three-year savings and efficiencies of at least one per cent per year from
shared services, cooperation agreements and/or mergers or efficiencies.

_ Chapter 20 of the Laws of 2015 (“Chapter 20”) introduced a new real property tax rebate program that
provides state-financed tax rebate checks and credits to taxpayers who are eligible for the STAR exemption in the
years 2016-2019. For 2016, eligible taxpayers who resided outside New York City but within the Metropolitan
Commuter Transportation District (“MCTD”) received $130, and eligible taxpayers who resided outside the
MCTD received $185. Creditsin 2017-2019 will vary based on a taxpayer’s personal income level and STAR tax
savings. Similar to the Chapter 59 real property tax credit, under Chapter 20 the eligibility of real property
taxpayers in each year depends on the school district’s compliance with the provisions of the Tax Levy Limit
Law. Unlike Chapter 59, however, for taxpayers other than those living in one of the “Big 4” cities only the
compliance of the school district in which the taxpayer resides is relevant. Municipal compliance with the Tax
Levy Limit Law is onl?/1 required in the case of the “Big 4” cities that have fiscally dependent school districts. In
such cases, the joint school/city levy must remain in compliance with the Tax Levy Limit Law. In either scenario,
the relevant jurisdiction (independent school district or joint city/school district) must certify its compliance with
the provisions of the Tax Levy Limit Law. While the provisions of Chapter 59 did not, and the provisions of
Chapter 20 do not, directly further restrict the taxing power of the affected municipalities, school districts and
special districts, Chapter 59 did, and Chapter 20 does, provide an incentive for such tax levies to remain within
the tax cap limits established by the Tax Levy Limit Law.

25



Valuations, Rates, L eviesand Collections

The following table sets forth District’s assessed and full valuations, tax rates and levies for each of the

years 2014 through 2018.
Tax Rate
Per $1,000
Fiscal Year Assessed State Equal. Assessed
Town: Ending June 30: Valuation Rate (%) Full Valuation  Valuation Tax Levy
Brookhaven 2014 $17,566,225 0.95 $1,849,076,316  $2,455.08 $37,008,122
2015 17,550,717 0.95 1,847,443,895 2,499.90 38,066,735
2016 17,556,825 0.95 1,848,086,842 2,593.12 38,953,989
2017 17,647,156 0.91 1,939,247,912 2,667.02 39,707,564
2018 17,647,156 0.90 1,960,795,111 2,664.35 41,320,698
Southampton 2014 $254,950,790 100.00 $254,950,790 $23.23  $5,208,100
2015 250,426,221 100.00 250,426,221 23.75 5,254,344
2016 251,509,197 100.00 251,509,197 23.60 5,372,582
2017 255,840,297 100.00 255,840,297 24.00 5,241,587
2018 230,491,740 100.00 230,491,740 23.56 5,432,680
Riverhead 2014 $63,100 15.98 $394,869 $145.36 $9,172
2015 63,100 15.40 409,740 154.22 9,731
2016 63,100 14.58 432,785 160.97 10,560
2017 63,100 14.66 430,423 173.06 10,157
2018 63,100 13.87 454,939 173.06 10,920
Totals:
2014 $272,580,115 $2,104,421,974  $2,623.67 $42,225,394
2015 268,040,038 2,098,279,856 2,677.87 43,330,810
2016 269,129,122 2,100,028,824 2,777.69 44,337,131
2017 273,550,553 2,195,518,632 2,864.08 44,959,308
2018 248,201,996 2,191,741,790 2,860.97 46,764,298

Source: Tax Rate Sheets for the Town of Brookhaven, Town of Southampton and Town of Riverhead.
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Selected Listing of Large Taxable Propertiesin the Town of Brookhaven?
2017-2018 Assessment Roll

Assessed

Name Type Valuation
Long Island Power Authority Utility $608,074
Villasat Pine HillsDe LLC Commercid 473,610
MHC Greenwood Village LLC Commercid 150,463
Hariri Realty Associates Rea Estate 91,640
Pine Hills Golf Club LLC Commercid 81,075
Rose Breslin Associates LLC Commercid 71,725
LI Country Club Commercid 61,800
Keyspan Utility 54,019
Sons Eastport LLC Commercid 51,000
Verizon Utility 37,306
M oriches Associates Commercid 35,985
Bauer Associates LLC Commercid 29,005
Vito & Judith Giambanco Residentid 28,725
Cascol LLC Commercid 22,670
Sparrow Mining of Suffolk LLC Commercia 21,825
Total ° $1,818,922

a. Portions of the District are also in the Town of Southampton and Town of Riverhead.
b. Represents 0.73% of the total full valuation of the District for 2017-2018.
Source: Town Assessment Rolls.

Tax Certiorari Claims

_In common with other school districts, there are anumber of tax certiorari proceedings pending involving
properties that are subject to the levy of Didtrict taxes. The plaintiffs in these matters have asserted that their
properties are over-assessed and are seeking assessment reductions. A refund of excess taxes is aso generally
requested. Historically, certiorari claims have been settled through negotiations, resulting in amounts, at times,
substantially less than originally claimed. Many settlements provide for future adjustments with no direct outlay
of money. There are no significant claims filed by the larger taxpayers at this time. (See “Tax Collection
Procedure” herein.)

LITIGATION

In common with other school districts, the District from time to time receives notices of claim and is

ﬁarty to litigation. In the opinion of the District, after consultation with its attorney, unless otherwise set forth

erein and apart from matters provided for by applicable insurance coverage, there are no significant claims or

actions pending in which the District has not asserted a substantial and adequate defense, nor which, if
determined against the District, would have an adverse material effect on the financial condition of the District.
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DISCLOSURE UNDERTAKING
In order to assist the purchasers of the Notes in complying with Rule 15¢2-12 promulgated by the
Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended (“Rule 15¢2-127),
fge Dlzlt'nclti will execute an Undertaking to Provide Notices of Events, the form of which is attached hereto as
ppendix E.

Disclosure Compliance History

The following table sets forth the annual filings for each of the five preceding fiscal years.

Fiscal Year Ending Financial & Operating Audited Financia
June 30: Information Statements
2013 12/09/2013 12/09/2013
2014 12/09/2014 11/13/2014
2015 12/15/2016 12/15/2016
2016 12/23/2016 12/20/2016
2017 12/05/2017 12/05/2017

MARKET MATTERSAFFECTING FINANCINGS OF THE MUNICIPALITIES AND SCHOOL
DISTRICTSOF THE STATE

There are certain potential risks associated with an investment in the Notes, and investors should be
thoroughly familiar with this Official Statement, including its appendices, in order to make an informed
investment decision. Investors should consider, in particular, the following factors:

~ The District, like many other public and private entities, relies on a large and complex technology
environment to conduct its operations. As such, it may face multiple cybersecurity threats including but not
limited to, hacking, viruses, malware and other attacks on computer or other sensitive digital systems and
networks. To mltl%ate the risks of impact on the District operations and/or damage from cyber incidents or
cyber-attacks, the District has invested in cybersecurity and other operational controls. While the District
continues to review its policies and practices in this regard, there can be no assurances that such security and
operational control measures will be completely successful to guard against and prevent cyber threats and
attacks. The result of any such attacks could impact business operations and/or digital networks and systems and
the costs of remedying any such damage could be significant.

The District’s credit rating could be affected by circumstances beyond the District’s control. Economic
conditions such as the rate of unemployment and inflation, termination of commercial operations by corporate
taxpayers and employers, as well as natural catastrophes, could adversely affect the assessed valuation of District
property and its ability to maintain fund balances and other statistical indices commensurate with its current
Crzedlilt rating. Asaconsequence, adeclinein the District’s credit rating could adversely affect the market value of
the Notes.

If and when an owner of any of the Notes should elect to sell all or a part of the Notes prior to maturity,
there can be no assurance that a market will have been established, maintained and continue in existence for the
purchase and sale of any of those Notes. The market value of the Notes is dependent upon the ability of holder to
potentially incur a capital lossif such Notes are sold prior to its maturity.

~ There can be no assurance that adverse events includi gé; for example, the seeking by another
municipality in the State or elsewhere of remedies pursuant to the Federal Bankruptcy Act or otherwise, will not
occur which might affect the market price of and the market for the Notes. In particular, if asignificant default or
other financial crisis should occur in the affairs of the State or any of its municipalities, public authorities or
other political subdivisions thereby possibly further impairing the acceptability of obligations issued by those
entities, both the ability of the Digtrict to arrange for additional borrowi ngs(gk aswell as the market for and market
value of outstanding debt obligations, including the Notes, could be adversely affected.

The District is dependent in part upon financial assistance from the State in the form of State aid as well
as grants and loans to be received (“State Aid”). The District’s receipt of State aid may be delayed as a result of
the State’s failure to adopt its budget timeIP/ and/or to apPropriate State Aid to municipalities and school
districts. Should the District fail to receive al or a portion of the amounts of State Aid expected to be received
from the State in the amounts and at the times anticipated, occasioned by a delay in the payment of such moneys
or by areduction in State Aid or its elimination, the District is authorized pursuant to the Local Finance Law
(“LFL”) to provide operating funds by borrowing in anticipation of the receipt of such uncollected State Aid,
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however, there can be no assurance that, in such event, the District will have market access for any such
borrowing on a cost effective basis. The elimination of or any substantia reduction in State Aid would likely
have a materially adverse effect upon the District requiring either a counterbalancing increase in revenues from
other sources to the extent available or a curtailment of expenditures. (See also “State Aid” under “FINANCIAL
INFORMATION” herein.)

~ Future amendments to applicable statutes whether enacted by the State or the United States of America
affecting the treatment of interest paid on municipa obligations, including the Notes, for income taxation
purposes could have an adverse effect on the market value of the Notes (see “TAX MATTERS” herein).

The enactment of the Tax Levy Limit Law, which imposes a tax levy limitation upon municipalities,
school districts and fire districts in the State, including the District, without providing exclusion for debt service
on obligations issued by municipalities and fire districts, may affect the market price and/or marketability for the
Notes. (See “The Tax Levy Limit Law” under “TAX INFORMATION” herein.)

~ Federal or State legidation imposing new or increased mandatory expenditures by municipalities, school
districts and fire districts in the State, including the District could impair the financial condition of such entities,
including the District and the ability of such entities, including the District to pay debt service on the Notes.

Cybersecurity

The District, like many other public and private entities, relies on technol og¥ to conduct its operations.
As arecipient and provider of personal, private, or sensitive information, the District faces multiple cyber threats
including, but not limited to, hacki n%, viruses, malware and other attacks on computer and other sensitive digital
networks and systems. To mitigate the risk of business operations impact and/or damage from cyber incidents or
cyber-attacks, the District invests in various forms of cybersecurity and operational controls, however, no
assurances can be given that such securl_'H/1 and operational control measures will be completely successful to
8uard against cyber threats and attacks. The results of any such attack could impact business operations and/or
amage Didtrict digital networks and systems and the costs of remedying any such damage could be substantial.

TAX MATTERS
Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the District, under existing statutes
and court decisions and assuming continuing compliance with certain tax certifications described herein, (|%
interest on the Notes is excluded from gross income for federal income tax purposes pursuant to Section 103 0
the Internal Revenue Code of 1986, as amended (the “Code”), and (ii) interest on the Notes is not treated as a
preference item in calculating the alternative minimum tax under the Code; such interest, however, isincluded in
the adjusted current earnings of certain corporations for purposes of calculating the alternative minimum tax
imposed for taxable years beginning prior to January 1, 2018. The Tax Certificate of the District (the “Tax
Certificate”), which will be delivered concurrently with the delivery of the Notes, will contain provisions and
procedures relating to compliance with appllcab?/e requirements of the Code. In rendering its opinion, Bond
Counsel has relied on certain representations, certifications of fact, and statements of reasonable expectations
made by the Didtrict in connection with the Notes, and Bond Counsel has assumed compliance by the District
with certain ongoing provisions and procedures set forth in the Tax Certificate relating to compliance with
applicable re(?uwements of the Code to assure the exclusion of interest on the Notes from gross income under
Section 103 of the Code.

. In addition, in the opinion of Bond Counsel to the District, under existing statutes, interest on the Notes
INS ex?(mp}( from personal income taxes of New York State and its political subdivisions, including The City of
ew York.

Bond Counsel expresses no opinion as to any federal, state or local tax consequences arising with respect
to the Notes, or the ownership or disposition thereof, except as stated above. Bond Counsel renders its opinion
under existing statutes and court decisions as of the issue date, and assumes no obligation to update, revise or
supplement this opinion to reflect any action thereafter taken or not taken, any fact or circumstance that may
thereafter come to its attention, any change in law or interpretation thereof that may thereafter occur, or for any
other reason. Bond Counsel expresses no opinion as to the consequence of any of the events described in the
preceding sentence or the likelihood of their occurrence. In addition, Bond Counsel expresses no opinion on the
effect of any action taken or not taken in reliance upon an opinion of other counsel regarding federal, state or
local tax matters, including, without limitation, exclusion from gross income for federal income tax purposes of
interest on the Notes.

29



Certain Ongoing Federal Tax Requirements and Certifications

The Code establishes certain ongoing requirements that must be met subsequent to the issuance and
delivery of the Notesin order that interest on the Notes be and remain excluded from gross income under Section
103 of the Code. These requirements include, but are not limited to, requirements relating to use and expenditure
of gross proceeds of the Notes, yield and other restrictions on investments of gross proceeds, and the arbitrage
rebate requirement that certain excess earnings on gross proceeds be rebated to the federal government.
Noncompliance with such requirements ma% cause interest on the Notes to become included in gross income for
federal income tax purposes retroactive to their issue date, irrespective of the date on which such noncompliance
occurs or is discovered. The District, in executing the Tax Certificate, will certifY to the effect that the District
will comply with the provisions and procedures set forth therein and that it will do and perform all acts and
things necessary or desirable to assure the exclusion of interest on the Notes from gross income under
Section 103 of the Code.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral federal income tax matters with respect to the
Notes. It does not purport to address all asEects of federal taxation that may be relevant to a particular owner of a
Note. Prospective investors, particularly those who may be subject to special rules, are advised to consult their
own tax advisors regarding the federal tax consequences of owning and disposing of the Notes.

Prospective owners of the Notes should be aware that the ownership of such obligations may result in
collateral federal income tax consequences to various categories of persons, such as corporations (including S
corporations and foreign corporations), financial institutions, property and casual‘gl and life insurance companies,
individual recipients of Social Security and railroad retirement benefits, individuals otherwise eligible for the
earned income tax credit, and taxpayers deemed to have incurred or continued indebtedness to purchase or carry
obligations the interest on which Is excluded from %ross income for federal income tax purposes. Interest on the
Notes may be taken into account in determining the tax liability of foreign corporations subject to the branch
profits tax imposed by Section 884 of the Code.

Original Issue Discount

“Original issue discount” (“OID”) is the excess of the sum of all amounts payable at the stated maturity
of a Note (excluding certain “qualified stated interest” that is unconditionally payable at least annually at
prescribed rates) over the issue price of that maturity. In general, the “issue price” of a maturity (a note with the
same maturity date, interest rate, and credit terms) means the first price at which at least 10 percent of such
maturity was sold to the public, i.e., a purchaser who is not, directly or indirectly, a signatory to awritten contract
to Bartl cipatein theinitial sale of the Notes. In general, the issue price for each maturéteY of the Notes is expected
to be the initial public offering price set forth in this Official Statement. Bond Counsel further is of the opinion
that, for any Notes having OID (a “Discount Note”), OID that has accrued and is properly allocable to the owners
of the Discount Notes under Section 1288 of the Code is excludable from gross income for federal income tax
purposes to the same extent as other interest on the Notes.

In general, under Section 1288 of the Code, OID on a Discount Note accrues under a constant yield
method, based on periodic compounding of interest over prescribed accrual periods using a compounding rate
determined by reference to the yield on that Discount Note. An owner’s adjusted basis in a Discount Note is
increased by accrued OID for purposes of determining gain or loss on sale, exchange, or other disposition of such
Discount Note. Accrued OID may be taken into account as an increase in the amount of tax-exempt income
received or deemed to have been received for purposes of determining various other tax consequences of owning
a Discount Note even though there will not be a corresponding cash payment.

. ~Owners of Discount Notes should consult their own tax advisors with respect to the treatment of original
issue discount for federal income tax purposes, including various special rules relating thereto, and the state and
local tax consequences of acquiring, holding, and disposing of Discount Notes.

Note Premium

In general, if an owner acquires a Note for a purchase price (excluding accrued interest) or otherwise at a
tax basis that reflects a premium over the sum of all amounts payable on the Note after the acquisition date
(excluding certain “qualified stated interest” that is unconditionally payable at least annually at prescribed rates),
that premium constitutes “note premium” on that Note (a “tax-exempt Premium Note”). In general, under Section
171 of the Code, an owner of a tax-exempt Premium Note must amortize the note premium over the remaining
term of the tax-exempt Premium Note, based on the owner’s yield over the remaining term of the tax-exempt
Premium Note, determined based on constant yield principles (in certain cases involving a tax-exempt Premium
Note callable Prior to its stated maturity date, the amortization period and yield may be required to be determined
on the basis of an earlier call date that resultsin the lowest yield on such note).
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An owner of a tax-exempt Premium Note must amortize the note premium by offsetting the qualified
stated interest allocable to each interest accrual period under the owner’s regular method of accounting against
the note premium allocable to that period. In the case of a tax-execrggt Premium Note, if the note premium
allocable to an accrual period exceeds the qualified stated interest allocaple to that accrual period, the excessis a
nondeductible loss. Under certain circumstances, the owner of a tax-exempt Premium Note may realize ataxable
gain upon disposition of the tax-exempt Premium Note even though it is sold or redeemed for an amount less than
or equal to the owner’s original acquisition cost. Owners of any tax-exempt Premium Note should consult their
own tax advisors regarding the treatment of note premium for Federal income tax purposes, including various
specia rules relating thereto, and state and local tax consequences, in connection with the acquisition, ownership,
amortization of note premium on, sale, exchange, or other disposition of tax-exempt Premium Notes.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on tax-exempt obligations, including the Notes.
In general, such requirements are satisfied if the interest recipient completes and provides the payor with, a Form
W-9, “Request for Taxpayer Identification Number and Certification,” or if the recipient is one of a limited class
of exempt recipients. A recipient not otherwise exempt from information reporting who fails to satisfy the
information reeéoorting requirements will be subject to “backup withholding,” which means that the payor is
required to deduct and withhold a tax from the interest payment, calculated in the manner set forth in the Code.
For the foregoing purpose, a “Fayor” generally refers to the person or entity from whom a recipient receives its
payments of interest or who collects such payments on behalf of the recipient.

If an owner purchasing a Note through a brokerage account has executed a Form W-9 in connection with
the establishment of such account, as ?enerally can be expected, no backup withholding should occur. In any
event, backup withholding does not affect the excludability of the interest on the Notes from gross income for
federal income tax purposes. Any amounts withheld pursuant to backup withholding would be alowed as a
refund or a credit against the owner’s federal income tax once the required information is furnished to the
Internal Revenue Service.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the federal
or state level, could adversely affect the tax-exempt status of interest on the Notes under federal or state law or
otherwise prevent beneficial owners of the Notes from realizing the full current benefit of the tax status of such
interest. In addition, such legislation or actions (whether currently proposed, proposed in the future, or enacted)
or such decisions could affect the market price or marketability of the Notes.

Prospective purchasers of the Notes should consult their own tax advisors regarding the foregoing
matters.

LEGAL MATTERS

Legal matters incident to the authorization, issuance and sale of the Notes will be subject to the final
ﬂpprovmg opinion of Hawkins Delafield & Wood LLP, Bond Counsel, substantially as set forth in Appendix D
ereto.

RATING

The Notes are not rated. S&P Global Ratings (“S&P”) 55 Water Street, New York, NY 10041,
Telephone: (877) 299-2569 and Fax: (212) 438-5153, has assigned a rating of “AA-/Negative Outlook” to the
outstanding bonds of the District. Such rating reflects only the view of such rating agency and an explanation of
the significance of such rating should be obtained from the respective rating agency. There can be no assurance
that such rating will not be revised or withdrawn, if in the judgement of agency circumstances so warrant. Any
change or withdrawal of such rating may have an adverse effect on the market price and the availability of a
secondary market for the outstanding bonds and notes of the District.
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MUNICIPAL ADVISOR

Munistat Services, Inc. (the “Municipal Advisor”), is a Municipal Advisor, registered with the Securities
and Exchange Commission and the Municipal Securities Rulemaking Board. The Municipal Advisor serves as
independent financial advisor to the District on matters relating to debt management. The Municipal Advisor isa
financial advisory and consulting organization and is not engaged in the business of underwriting, marketing, or
trading municipal securities or any other negotiated instruments. The municipal Advisor has provided advice as
to the plan of financing and the structuring of the Notes and has reviewed and commented on certain Ie%al
documents, including this Official Statement. The advice on the plan of financing and the structuring of the
Notes was based on materials provided by the District and other sources of information believed to be reliable.
The Municipal Advisor has not audited, authenticated, or otherwise verified the information provided by the
Digtrict or the information set forth in this Official Statement or any other information available to the District
with respect to the appropriateness, accuracy, or completeness of disclosure of such information and no
guarantee, warranty, or other representation is made by the Municipal Advisor respecting the accuracy and
completeness of or any other matter related to such information and this Official Statement.

ADDITIONAL INFORMATION

Additional information may be obtained from the office of Timothy Laube, Assistant Superintendent for
Business, Eastport-South Manor Central School District, 149 Dayton Avenue, Manorville, NY 11949, Phone
gBl) 801-3001, Fax (631) 874-6743 and email: laubet@esmonline.org or from Munistat Services, Inc., 12

oosevelt Avenue, Port Jefferson Station, New York 11776, telephone number 631/331-8888 and website:
WWW.munistat.com.

Munistat Services, Inc. may place a copy of this Official Statement on its website at www.munistat.com.
Unless this Official Statement specifically indicates otherwise, no statement on such website is included b
specific reference or constitutes a part of this Official Statement. Munistat Services, Inc. has prepared suc
website information for convenience, but no decisions should be made in reliance upon that information.
Typograﬁhl cal or other errors may have occurred in converting origina source documents to digital format, and
neither the District nor Munistat Services, Inc. assumes any liability or responsibility for errors or omissions on
such website. Further, Munistat Services, Inc. and the District disclaim any duty or obligation either to update or
to maintain that information or any responsibility or liability for any damages caused by viruses in the electronic
files on the website. Munistat Services, Inc. and the District also assume no liability or responsibility for any
errors or omissions or unauthorized editing or for any updates to dated website information.

Any statements in this Official Statement involving matters of opinion or estimates, whether or not
expressly stated, are intended as such and not as representations of fact. No representation is made that any of
such statements will be, in fact, realized. This Official Statement is not to be construed as a contract or
agreement between the District and the original purchasers or owners of any of the Notes.

By: s's KENNETH COOKE
President of the Board of Education
Eastport-South Manor Central School District
Manorville, New Y ork

July , 2018
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EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT

Statement of Revenues, Expendituresand Fund Balances

General Fund
2013 2014 2015 2016 2017
Revenues:
Real Property Taxes $ 41,169,149 $ 42337475 $ 43465017 $ 44471701 $ 45,086,331
Other Real Property Tax Items 6,405,023 6,544,632 6,368,809 6,497,948 6,386,712
Payment in Lieu of Taxes 689,741 784,488 736,741 746,977 769,258
Charges for Services 1,426,101 1,623,116 1,726,398 1,517,203 1,302,673
Use of Money and Property 125,037 73,773 41,723 28,357 32,599
State Sources 29,320,938 32,778,669 34,370,517 35,027,340 35,075,504
Federa Sources 31,141 14,636 6,934 14,689 29,682
Miscellaneous 777,395 746,730 125,003 118,666 139,753
Total Revenues 79,944,525 84,903,519 86,841,142 88,422,881 88,822,512
Expenditures:
General Support 8,547,262 8,104,269 8,099,513 8,174,344 8,263,632
Instruction 44,160,895 46,242,896 46,904,698 46,499,292 46,312,618
Pupil Transportation 3,662,549 3,682,267 3,804,292 3,685,991 3,784,693
Employee Benefits 16,703,955 19,222,068 20,176,598 18,310,614 18,309,151
Debt Service 11,422,855 11,781,697 13,023,661 13,586,359 13,152,408
Total Expenditures 84,497,516 89,033,197 92,008,762 90,256,600 89,822,502
Other Sources (Uses):
Operating TransfersIn 1,619,153 13,167 90,276
Operating Transfers Out (71,410) (83,108) (85,613) (133,638) (115,941)
Total Other Sources (Uses): 1,547,743 (83,108) (72,446) (43,362) (115,941)
Excess (Deficit) Revenues & Other Sources
Over Expenditures & Other Uses (3,005,248) (4,212,786) (5,240,066) (1,877,081) (1,115,931)
Fund Balances Beg. of Fiscal Year 20,651,068 17,645,820 13,433,034 8,192,968 6,315,887
Prior Period Adjustments
Fund Balances End of Fiscal Year $ 17645820 $ 13433034 $ 8192968 $ 6315837 $ 5,199,956

Source: Audited Annual Financial Reports of the District (2013-2017)

NOTE: Thistable NOT audited

Eastport-South Manor CSD
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EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT

Balance Sheet - General Fund

2016 2017
ASSETS:
Cash $ 11,868,315 $ 10,650,909
Taxes 33,564
State & Federal Aid Receivable 1,560,110 1,306,844
Due From Other Governments 124,980 156,517
Due From Other Funds 1,098,095 1,065,556
Other 3,178 8,356
Total Assets $ 14688242 $ 13,188,182
LIABILITIES:
Accounts Payable $ 137,158 $ 167,750
Accrued Liabilities 1,737,956 1,715,594
Due To Other Governments
Due to Other Funds 132,743 193,760
Due to Teachers Retirement System, 5,422,558 4,680,044
Due to Employees Retirement System 238,898 254,428
Compensated Absences Payable 703,042 976,650
Tota Liabilities & Deferred Revenue 8,372,355 7,988,226
FUND EQUITY:
Fund Balances:
Restricted 3,088,499 2,114,937
Assigned 53,789 1,005,181
Unassigned 3,173,599 2,079,838
Total Fund Equity and Other Credits 6,315,887 5,199,956

Total Liabilities and Fund Equity

L)

14,688,242 $ 13,188,182

Source: Audited Annual Financial Reports (2016-2017)
NOTE: Thistable NOT audited

Eastport-South Manor CSD
A-2



EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT

Budget Summaries

2017-2018%
Revenues:
Real Property Taxes $ 53,217,393
State Aid 36,346,533
Other Sources 3,358,854
Appropriated Fund Balance
Totd $ 92,922,780
Expenditures:
General Support $ 8,828,502
Instruction 49,342,578
Pupil Transportation 3,878,047
Employee Benefits 17,485,289
Debt Service 13,388,364
Interfund Transfers
Tota $ 92,922,780

$

2018-2019°

54,191,936
37,281,766
2,028,682

93,502,384

8,640,938
47,079,738
4,327,048
19,830,628
13,462,882
161,150

93,502,384

(1) The adopted budget for the 2017-18 fiscal year was approved by the voters on May 16, 2017.
(2) The adopted budget for the 2018-19 fiscal year was approved by the voters on May 15, 2018.

Sources: Adopted Budgets of the District.

Eastport-South Manor CSD

A-3
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Balance

Receipts
Property Taxes
Library Taxes
STAR Payments
PILOT Payments
Tuition
State Aid
Interest Income
Other Receipts
TAN Proceeds

Total Receipts

Disbursements
Salaries & Benefits
Operating Expenses
Library Payments
Debt Service
Trans TAN Pay Account
TAN Interest

Total Disbursements

Balance

Note Payment Account
Opening Balance
Receipts
Disbursements
Closing Balance

July

8,536

12

4

40
22,024
22,080

1,319
2,203

3,522

27,094

o O o o

Aug

27,094

769

48

819

728
1,602

8,813

19,100

o © oo

Sent

19,100

4,371

2,969
1,666

4,635

18,836

o O o o

(a) Balance as of June 30, 2017 includes only unrestricted reserves.

Oct

18,836

752

163

919

4,121

1,234

310

5,665

14,090

o O o o

Nov

14,090

1,211

175

1,391

6,188

1,575

917

8,680

6,801

o O oo

Dec

6,801

1,087
60

2,988

174

4,312

4,006

3,815

624

8,445

2,668

o O o o

B1

Jan

2,668

22,025
1,226
6,293

214

132

29,891

3,962
2,057

6,019

26,540

O O o o

Eastport-South Manor CSD

CASH FLOW SUMMARY 2017-2018
(General Fund Only)
(000's Omitted)

Feb

26,540

5,647
315

452

6,419

3,924
2,130
1,306
2,020
3,600

12,980

19,979

EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT

19,979

700
39

103

12,103

129

13,081

3,991
3,072

700

7,763

25,297

3,600

700

4,300

Apr

25,297

598
33

932

149

1,719

3,962
1,621

310
598
6,491
20,525
4,300
598

0
4,898

May

20,525

2,741
151

47
6,690
11
165

9,805

6,080

1,858

18

2,741

10,697

19,633

4,898

2,741

7,639

June

19,633

14,161
790

59
3,036
10
712

18,768

8,492
2,885
1,305
2,164
14,161
441

29,448

8,953

7,639

14,161

21,800
0

TOTALS

8,536 (a)

46,959
2,614
6,293
741
1,153
31,312
64
2,415

22,024

113,575

49,742
25,718
2,611
12,846
21,800
441

113,158

8,953

21,800
21,800



Balance

Receipts
Property Taxes
Library Taxes
STAR Payments
PILOT Payments
Tuition
State Aid
Interest Income
Other Receipts
TAN Proceeds

Total Receipts

Disbursements
Salaries & Benefits
Operating Expenses
Library Payments
Trans to Federal Fund
Debt Service
TAN Principal
TAN Interest

Total Disbursements

Balance

Note Payment Account
Opening Balance
Receipts
Disbursements
Closing Balance

July

8,953

11

25

10,300

10,340

1,131
2,965

4,096

15,197

o O o o

EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT

CASH FLOW SUMMARY 2018-2019
(Genera Fund Only)

(000's Omitted)
Aug Sept Oct Nov Dec Jan Feb Mar
15,197 8,447 6,335 1,783 6,400 1,874 26,099 20,075
1,105 22,392 5,742 712
60 1,226 315 39
6,449
741
98
866 3,993 846 1,363 3,362 241 13,617
2 5 3 5 2 1 5 7
30 47 102 108 108 82 281 80
11,500
898 4,786 951 12,976 4,637 30,391 6,343 14,553
624 2,546 3,533 5,306 3,434 3,397 3,364 3,422
2,156 2,242 1,660 2,120 5,135 2,769 2,867 4,135
1,307
4,868 2,110 310 933 594 1,532 253
3,297 712
7,648 6,898 5,503 8,359 9,163 6,166 12,367 8,522
8,447 6,335 1,783 6,400 1,874 26,099 20,075 26,106
0 0 0 0 0 0 0 3,297
0 0 0 0 0 0 3,297 712
0 0 0 0 0 0 0 0
0 0 0 0 0 0 3,297 4,009

(a) Balance as of June 30, 2018 includes only unrestricted reserves.

Eastport-South Manor CSD
B2

Apr

26,106

608
33

889

93

1,630

3,397
2,182

310

608

6,497

21,239

4,009

608

4,617

May

21,239

2,786
151

7,527
11
102

10,621

5,213

2,501

161

2,786

10,661

21,199

4,617

2,786

7,403

June

21,199

14,397
789

56

3,415

442

19,108

7,282
3,884
1,307

2,194
14,397
360
29,424
10,883
7,403

14,397
21,800

TOTALS

8,953 (a)

47,742
2,613
6,449
741
1,098
35,230
61
1,500

21,800

117,234

42,649
34,616
2,614
161
13,104
21,800
360

115,304

10,883

21,800
21,800



EASTPORT-SOUTH MANOR CENTRAL SCHOOL DISTRICT

APPENDIX C

AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

NOTE: SUCH FINANCIAL REPORT AND OPINIONS WERE PREPARED AS OF THE DATE
THEREOF AND HAVE NOT BEEN REVIEWED AND /OR UPDATED BY THE DISTRICT’S AUDITORS
IN CONNECTION WITH THE PREPARATION AND DISSEMINATION OF THIS OFFICIAL STATEMENT.
CONSENT OF THE AUDITORS FOR INCLUSION OF THE AUDITED FINANCIAL REPORT IN THIS
OFFICIAL STATEMENT HAS NOT BEEN REQUESTED NOR OBTAINED.
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Robert 5. Abrums

R e (1926-2014)
I T%‘ R.S. ABRAMS & CO,, LLP Marinae E. Van Duyoe, CPA
l“ B fcountants & Consultants for Ouver 75 years Alexandria M. Baraghia, CPA

INDEPENDENT AUDITOR'S

To the Board of Education
Enstport - South Manor Central School District

Report on Financial Statemenis

We have audited the accompanying financial statements of the govemmental activities, cach major fund, and the
fiduciary funds of the Eastpor - South Manor Central Schoal District, as of and for the liscal year ended June 30, 2017,
and Lhe related notes [o the linancial stolements, which collectively comprise the District’s basic financial siztements os
listed in the table of contents.

Management's Responsibility for the Financial Stataments

Management is responsible for the preparstion and fair presentation of these financial stalements in accordance with
accounting principles generally accepied in the Uniled States of Americz; this includes the design, implementation, and
maintenance of internal control relevant io the preparation and fir presertation of fnancial statements that are free from
material misstaiement, whether due to fraud or emor.

Anditar's Responsibility
Owr responsibility is (o express opinions on these financial statements based on our audit. We conductéd our audit in
accordance with anditing stendards generally accepted in the United States of America and the standards applicable 10
Fnancial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
These standards require that we plan and perform the awdit (o obtain ressonable assurance about whether the finencial
siplements are free fmom matenal misstalement.

An audit involves performing procedures to obtain awedit evidence about the amounts and disclosures in the financial
staternents. The procedures selected depend on the suditor”s judgment, ineluding the assessment of the risks of matenal
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the awditor
considers internial control relevant to the entity’s preparation and fair presentation of the fimancial stalements in order to
design audil precedures that are appropriate in the circumstances, but not §or the purpose of expressing an opinion on the
effectivenass of the entity"s intemal control, Accordingly, we express no such opinien. An audit slso includes evalusting
the appropriateness of accounting policies used and the reasonableness of significanl sccounting estimates made by
management, 13 well as evalusting the overall presentation of the financial statements,

We believe that the audit evidence we have oblained is sufficient and appropriate 1o provide 2 hasis for our aedit

opinions.
Opinions

In our opinion, the financial statements referred to above present fairly, in all malerial respects, the respective financial
position of the governmental activities, each major fund and the Diduciary funds of the Eastport - South Manor Central
School District, as of June 30, 2017, and the respective changes in financial position for the fscal year then ended in
accordance with sccounting principles generally accepted in the United Sistes of America,

ISLANDIA: 3033 EXPRESS DRIVE NORTH, SUITE 100 = ISLANDIA, NY 11749
WHITE PLAINS: 50 MAIN STREET, SUITE 1000 * WHITE PLAINS, NY 10606
PHONE: (631) 234-4444 » Fax: (621) 234-4234

www.rsabrams.com




Orher Matters
Reguired Supplementary fnformaiion

Accounting principles gencrally sccepied in the United Stalcs of America require that the management™s discussion and
analysis, budgetary comparison information, schedule of funding progress, schedule of District’s propontionale share of
the net pension liability, and the schedule of Disirict’s conributions on pages 1 through 16 and 57 through 61,
respectively, be presented to supplement the basic financial statements.  Such information, although not & part of the
basic financial siaternents, is required by the Governmental Accounting Standards Boards, who considers it (o be an
essential part of financial reporting for placing the basic financial stalements in an appropriste operational, economic, or
historical context. 'We have applied certain limited procedures 1o the required supplementary information in accordince
with suditing standards generally accepted in the United States of America, which consisied of inquires of management
about the methods of preparing the information and comparing the information for consistency with management's
responses 10 our inguires, the basic financial statements, and other knowledge we oblained during our sudit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the limited
procedurss do not provide us with sufficient evidence lo express an opinion ar provide any assurance.

Chhar Information

Our audit was conducied for the puspose of forming opinions an the financial statements that collectively comprise the
Eastiport - Sowth Manor Central Scheol Distric’s besic financial statemenis. The other supplementery f{inancial
information as listed in the whie of contents is presented for the purpose of addithonal analysis and i not a required par
of the financial statemnents.

The other supplementary financial mformation is the responsibility of manapement and was derived from and relates
directly to the underlying accounting and other records used o prepare the basic financial statements. Such information
has been subjected 1o the auditing procedures applied in the sudit of the basic financial staterments and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or (o the basic financial statements themselves, and other additional
procedures in sccordance with auditing standards generally accepted in the United Stales of Americz. In our opinion, the
other supplementary financial information is fairly stated, in all material respects, in relation to the basic fnancial
atemenis 5g o whale,

Other Reporting Required by Government Awditing Standards

In accordance with Government Audining Standards, we have also issued our report dated October 11, 2017 on our
corgideration of the Eastport - South Manor Central School Distriet’s internal control over financial reporting and on our
tests of its complisnce with certain provizions of laws, regulations, contracts and grant agreements and other matters,
The purpase of that report is to describe the scope of our testing of intemal contrsl over financial reporting and
compliance and the results of that tesing, and not lo provide an opinicn on infernal control over financial reporting cr on
compliance. That report is an mitcgral pan of an audit performed in accordance with Government Auditing Standards in
considering the Easipont - South Manor Central School Distrct’s insernal control over financial reponing and

compiance,
ﬁﬂ %W 4 &:-.},LLP
E.5. Abrams & Co., LLP

Islandia, NY

October 11, 2017



Exhibit |
EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
MANAGEMENT"S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

The following is a discussion and analysis of the Eastport - South Manor Central School District's (the
“District™) financial performance for the fiscal year ended June 30, 2017. This section is a summary of
the District’s financial activities based on cumently known facts, decisions, or conditions. [t is also based
on both the District-Wide and fund based financial staterments. The resulls of the current vear are
discussed in comparison with the prior year, with an emphasis placed on the current vear. This section is
only an introduction and should be read in conjunction with the District’s financial statements, which
immediately follow this section.

1.

FINANCIAL HIGHLIGHTS

The District’s total net position, as reflected in the District-Wide Financial Statements is
$17.847,872 which is an increase of $616,265 from the prior year. This was due primarily to a
decrease in long-term bonds payable and deferred inflows of pensions.

The District’s operating revenues and cxpenses for the year, as reflected in the Distnct-Wide
Financial Statements, were $31,603,513 and $50,987,248 respectively.

The District received $1,970,927 in operating grants, a decrease of $108,552 mostly due to a
decrease in grants from state sources, specifically funding for 4201 state supported schools.

Districi-wide, siale sources increased by $48,164 or .14%, while instructional expenses
increased by 86,532,100 or 10.05%.

The general fund's total fund balance, as reflected in the financial statements, is 5,199,956,
Thisis & §1,115,93] decrease from the previows year's fund balance,

YERVIEW O ANCIAL STATEME

This annual report consists of four parts: management’s discussion and analysis {this section), the
basic financial statements, required supplementary information end other supplementary
information. The basic financial statements include two kinds of statements that present different
views of the District:

* The first two stetements are Districe-Wide Financial Siatements that provide both shart-term

and long-rerm information about the District’s overali financial status.

« The remaining statements are Fund Financial Statements that focus on individual pares of the

District, reparting the operations in more detail than the District-Wide Financial Statements.

o The Governmental Fund Staternenis tell how basic services such as instruction and support
functions were financed in the short ferm as well as what remains for future spending.

o Fiduciary Funds Financial Statements provide information about the financial
relationships in which the District acls solely as a trustee or agent for the benefit of others,
including the employees of District.



Exhibit 1
EASTPORT -SOUTH MANOR CENTRAL SCHOOL DISTRICT
MANAGEMENT"S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

The financial statements also include notes that provide additional information about the financial
staternents and the balances reported. The statements are followed by a section of required
supplementary information that further explains and supports the financial siatements with a
comparison of the District’s budget for the year. Table A-1 shows how the various parts of this
annual report are arranged and related to one another.

Table A-1: Organization of the District's Annual Financial Report

MIai?:cussian : Basic Supplementary
And Financial Information
Analysis Statements
]

M\

District-Wide Notes to the
Financial Fund Financial Financial
Statements Statemnents Statements

Summary < ; :> Detail

Table A-2 summarizes the major features of the Distnict’s financial statements, including the portion af
the District's activities that they cover and the types of information that they contain. The remainder of
this overview section of Management's Discussion and Analysis highlights the structure and contents of
each of the statements.
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EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 340, 2017

Table A-2: Major Features of the District-Wide and Fund Financial Statements

District-Wide Financial
Statements Fund Financial Statements
: Governmenial Fiduciary
Scope Entire entity (except The day-to-day operating Instances in which
fiduciary funds) activities of the District, the District
such as special education administers
and instruction resources on behalf
of others, such as
employee benefits
Required financial = Statement of Net * Balance Sheet » Statement of
statements Pasition s Statement of Fiduciary Net
»  Statement of Revenues, Position
Activities Expenditures and # Statement of
Changes in Fund Changes in
Balance Fiduciary Met
Position
Accounting basis and | Accrual accounting and | Modified accrual and Accrual accounting
measurement focus | economic resources current financial resources | and economic
focus measurement focus resources focus
Type of asset/deferred| All assets, deferred Generally, assets and All assets, deferred
outflows of resources’| outflows of resources, deferred outflows of outflows of
liability'deferred liabilities, and deferred resolrces expected to be resources (if any),
inflows of resources | inflows of resources, used up and liabilities and | liabilities, and
information both financial and deferred inflows of deferred inflows of
eapital, short-term and resources that come due or | resources (if any)
long-term available during the year or | bath short-term and
soon thereafter; no capital | long-term; funds do
assets or long-term not currently
liabilities included contain cepital
assets, although
[ a— : _ |[theycan
Type of inflow an All revenues and Revenues for which cash is | All additions and
outflow information | expenses during the year; | received during the year or | deductions during
regardless of when cash | soon thereafier; the year, regardless
15 received or paid expenditures when goods | of when cash is
or services have been received or paid
received and the related
linbility is due and payable

A District-Wide Statements

The Distnict-Wide Statements report information about the District as 2 whole using accounting
methods similar to those used by privale-sector companies. The Statement of Net Position includes
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all of the District’s assets, deferred outflows of resources, liabilities and deferred inflows of
resources. All of the current year's revenuves and expenses are accounted for in the Statement of
Activities regardless of when cash is received or paid.

The two District-Wide Financial Statements report the District’s net position and how they have
changed. Net position, the difference between the assets and deferred outflows of resources, and
linhilities and deferred inflows af resources - 15 one way to measure the District’s financial heaith or

pasition.

= (Ovwver time, increases and decrcases in net position is an indicator of whether the financial
position is improving or deteriorating, respectively,

#« For assessment of the overall health of the District, additional non-financial factors such as
changes in the District's property tax base and the condition of buildings and other facilities
should be considered.

MNet position of the govemmental activities differ from the governmental fund balances because
governmental fund level statements only report transactions using or providing current financial
resources. Also, capital assets are reporied as expenditures when financial resources (money) are
expended to purchase or build said assets. Likewise, the financizl resources that may have been
bormowed are considered revenue when they are received. The principal and interest payments are
both considered expenditures when paid, Depreciation is not calculated if it does not provide or
reduce current financial resources. Finally, capital assets and long-term debi are both sccounted for
in account groups and do not affect the fund balances.

District-Wide Financial Statements are reported utilizing an economic resources measurement focus
and full scerual basis of accounting that involves the following steps to format the Statement of Net
Position:

Capitalize current outlays for capital assets;

Report long-term debt as a liability;

Depreciate capital assets and allocate the depreciation to the proper program/activities;

Calculate revenne and expense using the economic resources measurement focus and the

accrual basis of accounting; and

» Allocate net position balances as follows:

e Net investrment in mp.r'l'm' assels;

* Restricted net position arc those with constrainis placed on the use by extermal sources
(creditors, grantors, contributors or laws or regulations of povemments) of approved by law
throwgh constitutional provisions or enabling legislation such as:

¢ Unrestricted net position is net position that does not meet any of the above restrictions.
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B. Fund Financial Statements

The Fund Financial Statements provide more detailed information about the District’s funds. Funds
are accounting devices that the District uses to keep track of specific revenue sources and spending
on particular programs. The funds have been established by the laws of the Stale of Mew Yark.

The District has two kinds of funds:

+  Governmental funds

Most of the basic services are included in governmental funds, which penenally focus an (1)
how cash and other financial assets that can readily be converted to cash flow in and oul and (2)
the balances left ai year-end that are available for spending. Consequenily, the govemmental
fund statements provide a detailed short-term view that helps determine whether there are more
or fewer financial resources that can be spent in the near future 10 finance the programs of the
District. Because this information does not encompass the additional long-term focus of the
District-Wide Financial Statements, additional information in separate reconciliation schedules
explains the relationship (or differences) between them. In summary, the povernment fund
statements focus primarily on the sources, uses, and balances of current financial resources and
often has a budgetary orentation. I[ncluded are the general fund, special aid fund, school lunch
fund, and capital project funds. Reguired statemenis are the Balance Sheet and the Statement of
Revenues, Expenditures, and Changes in Fund Balances.

The District is the trustee or ffduciary for assets that belong to others, such as scholarship funds
and student activities funds. The District is responsible for ensuring that the assels reported in
these funds are used only for their intended purposes and by those to whom the assets belong.
The District excludes these activities from the District-Wide Financial Statements because it
cannot use these assets to finance its operabons. Fiduciary fund reporting focuses on net
position and changes in nel position. This report should be used to support the District’s own
programs and is developed using the economic resources measurement focus and the acerual
basiz of accounting, except for the recognition of certain liabilities of defined benefit pension
plans and certain post-employment healthcare plans.
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3. FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
A. Net Position

¢ The District's net position increased $616,265 from §17,231,607 to 17,847,872 primarily due revenues
in excess of expenses based on the accrual basis of accounting, as detailed in Table A-3.

Table A-3 - Condensed Statement of Net Position

Total
Fiscal Year Fiscal Year Increase/ Percentage
2017 2016 (Decrease) Change

Current assets and other assels $14,770,026 £16,549,23 (51,779,205) -10.75%
Capital assets, net 169,506,589 172,429 933 (2,923 344) -1.70%
Net pension asset-proportionate share 26,903,951 (26,903,951) -100.00%

Total Assets 184,276,615 215,883,115 (31,606,500) -14.64%
Deferred outflows of resources 27,903,806 B.691,6%4 19,212,112 221.04%

Total Assets and Deferred

outflows of resources $212,180,421 !224,5?41]3“9 55]2.394,333! -5.52%
Other liabilities $9,468,101 $9,636,404 ($168,303) -1.75%
Long-term liabilities 177,153,700 180,950,451 (3,836,761) -2.12%

Total Liahilities 186,621,801 190,626,865 {4,005,064) -2.10%
Deferred Inflows of Resources 7.710,748 16,716,337 {9.005,589) -53.87T%

Total Liablities and Deferred

inflows of resources 194,332,549 207,343,202 (13,010,653) -6.27T%
Net position
Met investment in capital assets 36409992 30,548,021 5,861,971 19.19%%
Restricted 2,114,937 3,088,499 (973,562) -31.52%
Unrestricted (deficit) {20.677.05T) (16,404,913) (4,272,144) =260.04%

Total Net position 17,847,872 17,231,607 616,265 3.58%

Totzl Liabilities, Deferred inflows

of resources, and Net position $212. 180421 §£224,574.809 I’IEIHN.!EE.L -5.52%

Current assets and other assets decreased by 51,779,205 from 2016 to 2017 primarily due to a decrease in
cash for opemting activitics as well as a decrease in state and federal aid receivables. Capital assets (net of
depreciation} decreased by $2,923 344 due 1o depreciation exceseding capital outlays. Nel pension asset-
proportionate share decreased by $26,903,951, as compared 1o the prior year as a result of the effects of the
change in the discount rate used and as a result the District’s share of the pension plan shifted from an asset
io liability, The accompanying Note io Financial Statemenis, Note 13 "Pension Plans", provides additional
information.
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Deferred outflows of resources increased by 519,212,112, This represents contributions to the retirement
plans subseguent o the measurement dates and actuarial adjustments at the plan level that will be
amortized in future years.

Other liabilities decreased by $168,303. This was attributable to a decrease in the amount due to the
teachers’ retirement system. Long-term liahilities decreased by $3,836,76]1 mostly due to the decrease in
bonds payable, partially offset by the increase in the net other post employment benefils obligation payable
and net pension liability - proportionste share. The net pension liability - proportionate share liability
represents the District’s share of the New York State Teacher's Retirement System and the New York State
and Local Employees’ Retirement System’s collective net pension liabilities at the measurement date of the
respective year. The increase is due to the shift of the net pension asset to a lighility for the TRS and a
decrease in the pension liability for the ERS.

Deferred inflows of resources decreased by $9,005.589 as a result of amortization of pension related items
as discussed in Note 13, and amortization of the gain on defeasance.

The net investment in capital asscts, relates to the investment in capital assels as cost such as lend,
buildings & improvements, and fumiture & equipment, net of depreciation and related debl. This number
increased from the prior year by $5,861,971 primarily due to the pay down of debt.

The restricted net position balance in the amount of $2,114,937 relates to the District’s employee benefit
accrued liability reserve. The restricted amount decreased by $973,562 as compared (o the pnor year. This
decrease is due to a usage of the reserve for employee benefit accrued liability, offset by interest allocation
to the reserve.

The unrestricted net position relates to the balance of the District’s net position. The deficit amount
increased by $4,272,144 from the prior year.

B. Changes In Net Position

The results of operations as a whole are reported in the Siatement of Activities. A summary of this
stalement for the vears ended June 30, 2017 and 2016 are as follows;

Table A-4: Change in Net Position from Operating Resulis
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Fiscal Year Fiscel Year Increase Percentags
2017 2016 {Decrease ) Change
Revemues
FProgram Revemes
Charges for services £2.112.507 £2365 662 ($253,155) =10, 7004
Operatng granks 1,970,927 2,079,479 (108,552) -5.22%
Capital grants 1,219,350 (1,219,350) -100.00%
Ceneral Revenues
Rezal property taxes and other 1ax gems 52,242,301 51,716,626 525,675 1.02%
State sources 35,075,504 35,027,340 48,164 0.14%
Other 202,274 162,047 40,227 24.82%
Total Revenuses £91,603.513 592,570,504 (966,991) =1.10:%5
Expanzes
General support £9,993,102 £9,646,021 $347,082 3.60%
Instruction 71,532,294 65,000, 194 6,532,100 [ OO5%0
Pupil tarsportation 3,856,582 3,742 463 114,119 3.05%
Debt service - nterest 4,385,180 5,418,300 {1,033,120) -19.07%
Food service program 1,220,089 1,242,606 (22,517} -1.81%
Total Expenses 90,987,248 85,049,584 5.937.664 6.98%0
Increase (Decrease) in Met Position $616,265 57,520,920 (56,904,655) =5].81%%

The District’s total fiscal vear 2017 revenues totaled $91,603,513, (See Table A-4). Real property
taxes and other lax ilems and state sources accounted for most of the District’s revenue by

coniributing 57.03% and 38.29%, respectively of total revenue (See Table A-5).

Other

miscellaneous sources included fees charged for services, operating grants and use of money and

property.

The total cost of all programs and services totaled 390,987,248 for fiscal year 2017.

Thess

expenses are predominanily related to general instruction and transporting students, which account
for 82.86% of district expenses (See Table A-6). The District’s general suppaort activities accounted

for 10.08%% of total costs.
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Table A-5: Revenues for Fiscal Year 2017 (See Table A-4)

Operating grants

Real propery haxes
and other tax iems
57.03%

Table A-6: Expenses for Fiscal Year 2017 (See Tables A-4 and A-7)

General support
1028
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C. Governmental Activities

Revenues for the Disirict’s govemmental activities totaled $91,603,513 while total expenses
equaled 390,987,248, The increase in net posibion for governmental activities was $616,265 and is
attributable primarily to the increase o net investment in capital assets.

Table A-7 presenis the cost of the major Distriet activities: peneral support, instruction, pupil
transportation, debi service and food service program. The table also shows each activity's net cost
(total cost less fees generated by the activities and intergovernmental aid provided for specific
programs). The net cost shows the financial burden placed on the Disirict’s taxpayers by each of
these functions.

Tahle A-7: Met Cost of Governmenial Activities

Tol Cost Met Cost
of Services of Services
Fiseal Year Fiscal Year Fiscal Year Facal Year
Caegory X017 2006 2017 2016

Gersral support £0,903, 103 $9,646.02| 19,003,103 &8 426,671
Instruction 71,532,294 65,000,194 8,704,556 61,814,580
Pupil transporiation 3,856,582 3,742 463 3,797,886 3,605,542
Detl service- mberesl 4,385,180 541 B300 4,385,180 3,418,300
Food sérvice program 1,220,089 1,242 6046 23,089 30,000
Total SO0,987,248 585,049,554 586,903,814 §75.385.093

s The cost of all governmental activities this year was $90,987,248. (Statement of Activities,
Expenses column-see Exhibit 3).

s The users of the District’s program financed $2,112,507 of the cost through charges for services.
(Statemeni of Activities, Charges for Services column - see Exhibit 3).

* The federal and state governments subsidized certzin programs with operating grants of
£1.970,927, (Statement of Activities, Operatineg Grants column — see Exhibit 3).

s District taxpayers and state and federal aid financed most of the District’s net costs of
386,903,814, (Statements of Activities, Net (Expense) Reveaue and Changes in Net Position
column-see Exhibit 3).

4. FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

Variances between yesrs for the governmental fund financial statements are not the same as variances
between years for the District-Wide Financiel Statements. The District’s governmental funds are
presented on the current financial respurces measurement focus and the

accounting. Based on this presentation, govemmental funds do not include long-term debt liabilities

10



Exhibit 1
EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED .JUNE 30, 2017

for the funds” projects and capital assets purchased by the funds. Govemmental funds will include the
proceeds received from the issuance of debt, the current payments for capital assets, and the current
payments for debt.

As of June 30, 2017, the Distriet’s combined governmental funds reported a total fund balance of
£6,890,992 which is a decrease of 31 352,721 from the prior year. This decrease is related to the
District's reduction in the fund balance and reserves in the general fund.

A summary of the change in fund balance all funds is as follows:

Total
Fiscal Year Fiscal Year Increase’ Parcentage
2017 2016 (Decrease) Change
Ceneral Fund
Restricted for employee benelil accrued lability 52,114,937 £3,0B8.400 (5973,562) -31.52%
Assigned - appropriated fund balance 950,534 930,334 ™A
Assigned - peneral support 32,591 53,494 (20,903} -39.08%
Assigned - instruction 22006 205 21,741 7369 R83%
Unassigned 2 079,838 3,173,558 1,053, 761} =34 46%
Total Fund Balance - General Fund £5,199,956 36,315 887 {50,015530) =1 767
School Lunch Fued
Menspendable - inveniory £13,5%% 53,570 510,026 280.84%
Assigned 200,756 207472 &, 722} -3.24%
Total Fund Balonge - School Lunch Fund F114,346 2 Iiﬂl’rﬂ Eljﬂ"’l i7"
Capital Projects Fund
Restricied - unspent bond proceeds ___ 51,476,650 51,716,784 (5240,094) -13.99%
Total Fund Balance - Capital Projects Fund 51476690 $1,716,784 (£240,094) -13.99%
Tetzl Fued Balance - All Funds iﬁéﬂﬂ.ﬂ!‘! 58,243,713 {SIIEEEITE 1) 16,4 1%

The District can attribute changes to fund balances and reserves primarily due to operating results,
Board approved transfers and allocation of interest.

The District experienced a $1,115,931 reduction in its fund balance and reserves in the general fund.
This can be attributed to increases in health insurance premiums, workers' compensation costs, TAN
interest expense, refirement incentives and compensated absence paymenis.

A. General Fund
The net change in general fund - fund balance is a decrease of 51,115931 as a result of

expenditures and other financing uses of $89,938 443 exceeding revenues of $88 822,512 and state
gid shortfalls. Revenues and other financing sources increased by $309,355 or .35%.
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Expenditures and other uses decreased by 3451,795 or .50% compared to the pnor year. This was
attributable to cost savings in teaching-regular school, teaching-special schools and instructional
media.

B. School Lunch Fund

The net change in the school lunch fund — fund balance is a increase of $3,304. This increase is due
to an excess of revenues over expenditures.

C. Capital Projects Fund

The net change in the capital projects fund - fund balance is a decrease of $240,094. This decrease
was due to capital outlay in the capital fund.

. GENERAL FUND BUDGETARY HIGHLIGHTS

A. 2016-2017 Budget

The District’s voter approved general fund budget for the vear ended June 30, 2017 was
390,575,950, This amount was increased by encumbrances carried forward from the prior year in
the amount of $53.789 and budget revisions of $61%9.656 which resulted in a final budget of
£01,249 395, The majority of the District's funding is from residential property taxes and STAR
revenue in the amount of $51,472.741.

B. Change in the General Fund Unassigned Fund Balance (Budget 1o Actual)

The general fund's unassigned fund balance is a component to total fund balance that is the residual
of prior years' excess revenues over expenditures, net of transfers o reserves and designations to
fund subsequent vears” budgets. It is this balance that is commonly referred 1o as “fund balance™.
The change in this balance demonstrated through a comparison of the actual revenues and
expendifuzres for the year compared to budget are as follows:
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Opening, Unassigned Fund Balance $ 3,173,599
Revenues Under Budget (1,773,094
Expenditures and Encumbrances Under Budget 1,256,325
Lse of reserves 976,651
Budget revisions (600,000)
Allocation of interest to the reserve (3,089)
Assigned for June 30, 2018 Budget (950,554)
Closing, Unassigned fund balance $ 230?9,333

The revenues were under budget by 51,773,094 due primarly to a budget shortiall in state aid,
charges for services, interest and other items. (See Supplemental Schedule #1, Page 57 detail).

The expenditures and encumbrances were under budget by §1,256,325 primarily due to cost savings
in central services, teaching-regular school, program for children with handicapping conditions,
teaching-special school and instructional media. (See Supplemental Schedule 21, Page 58 detail ).

The use of reserves of $976,65] relates to the District utilizing the employee benefils accrued
liability reserve for current year payouts for vacation and sick pay.

The District had budget revisions of $600,000 dunng the year. Transportation expenditures of
580,000 related to additional students moving to the Distiict duning the 2016-2017 school year,
workers' compensation expense of $70,000 related to additional claims, and employee benefit
expenses of $450,000 related to an unexpected increase in health insurance premiums.

The District allocated interest to the reserve in the amount of $3,082 to the employee benefit
accrued liability reserve.

In an effort to balance the 2017/2018 budgst, the District is planning to use $950,554 in assigned
fund balance.

The closing unassigned fund balance represents the fund balance retained by the District that is not

approprigted for subsequent vears taxes. This amount 15 limited to 4% of the 2016-2017 budget. At
June 30, 2017, the District’s unassigned fund balance is 2.24% of the 2017-2018 budget.
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6. CAPITAL ASSET AND DEBT ADMINISTRATION
A. Capital Assels

The District paid for equipment and various building additions and renovations during the fiscal
year 2017, A summary of the District’s capital assets net of depreciation is as follows:

Table A-8: Capital Assets (Net of Depreciation}

Fiscal Year Fiscal Year Increase Percentage
Category 2017 2016 (Decrease) Change

Land $1,395,205 $1,395,205 § - 0.00%
Buildings & building improvements 153,161,106 109,294,309 43,866,797 40.14%
Construction in progress 50,522,536 04,149,239 (43,626,703)  -46.34%
Furnilure & equipment 6,273,380 6,208,312 635,068 1.05%
Subtotal 211,352,227 211,047,065 305,162 0.14%
Less: Accumulated depreciation 41,845,638 38617132 3,228 506 B.36%

Total net capital assets $ Iﬁﬂ,iﬂﬁiﬁﬂg 51 ?2!429.933 ($2.923.544) -1.70%

The District spent §240,094 in the capital projects fund on censtruction in progress during the vear
and has $1,476,690 available for future capital project expenditures.

Long-Term Dabt

At June 30, 2017, the District had total bond payable of §121,955,000 and total energy performance
contract of $6,232,047. The senal bonds were issued for district-wide projects. The decrease in
outstanding serial bond debt represents principal payments.

More detailed information about the District’s long-term debt is presented in Note 11. A summary
of outstanding debt at June 30, 2017 and 2016 is as follows:
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Issue Intersst Increase
Date Rate 2017 2016 { Decreass)
August 31, 2007 4. 0%e-5.0% 420,000 350,000 70,000
February 15, 2009 2.5%-4.0% 820,000 {820,000)
November 23, 2009  3.0%-4.0% 1,800,000 2,650,000 (850,000
September 8, 2010 2.0%-3.0% 6,537,522 17,140,000 (10,602 ,478)
September 8, 2010 2.0%-3.5% 6347478 4,775,000 1.572, 478
August 1, 2011 2.0%-4.0% 3,100,000 3,255,000 (155,000)
August 1, 2011 2.0%-3.7T5% 4,530,000 7,070,265 (2,540,265)
August 1, 2011 2.0%-3.75% 1 5,680,000 6,864,735 B, 815,265
October 31, 2012 2.0%-5.0% 26,380,000 27,855,000 (1,475,000)
August 1, 2013 4.004.50% 8,645,000 8,820,000 {175,000)
August 15, 2014 3.0%-3.75% | 4,560,000 | 4,905,000 (345,000)
Mav 4, 2016 2.0%44.00% 33,953,000 35,520,000 (1,565,000
Total Serial Bonds 121,955,000 130,025,000 {8,070,000)
Oictober 15, 2014 293% 6,232,047 6,659,757 (427.710)
Total Energy
Performance Contract 6,232,047 6,639,757 (427,710)
Total Outstanding Debt b izsilﬂ'!lml‘.-' s I3ﬁ=654|'.'5? 5 53.491':?1{]!

7. FACTORS BEARING ON THE DISTRICT’S FUTURE

A. The District borrowed 321,800,000 in tax anticipation notes on July 28, 2017 which will mature on
June 22, 2018. This is 51,550,000 more than the District had to bormow last year due to operating
results and the delayed payment of state aid and taxes.

The effective net interest rate on the July 28, 2017 note is 1.1078%, whereas the effective nel

interest rate on the previous year's note was 0.7442%, This will result in a significant increase in
interest (o be paid by the District in 2017-2018.

B. The general fund budget for the 2017-2018 school year was approved by the volers in the amount of
$92.922 780. This is an increase of $2,346 B30 or 2.5%% over the previous year's budget. The
incrense was primarily due an in in health insurance premiums, special education costs
transportation and TAN Interest.

C. The District used $600,000 in fund balance for unanticipated expenditures and $976,65] in the
employee benefit accrued liability reserve to fund the 201672017 operations, This is the seventh
consecutive year the District has used fund balance and reserves to support operations. The
2017/2018 budget was designed to use fund balance to support the budget. As indicated by the
chart on page 11, the Disirict’s ability to sustain the use of fund balance and reserves is in jeopardy.
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Looking bevond the 2017-2018 budget, additional revenues will have to be secured or additional
budget cuts will be necessary.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed 1o provide citizens, taxpayers, customers, and investors and creditors
with a general overview of the finances of the District and to demonstrate our accountability with the
money we receive. If you have any questions about this report or need additional financial information,
contact:

Erstport - South Manor Central Scheol District
Dr. Patrick Brimastein
Superintendent of Schools
District Offices
149 Dayton Avenue
Manorville, New Yiork 11949
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Unearned credits
CiaBeetins i slvisds
L cerm Bakiliniss
Due and payalie withm mc year
Boads payuhis
Encrgy performance controot
Compessaled absenpes pagyabie
Due and payable alter o yaar
fondi papabie
Enssgy perfinsance cantrac
Cosspesssied abosnoes pryshis
et pher pot emplepment beme(ils chlialon
Claims payahle
Bt pewsion faahiility - proporiionats share

TOTAL LIABILITIES

DEFERRED INFLOAYS OF HESOURCES
Peraions
Cizim oot daleassngr

TOTAl BEFERRED INFLOWS OF RESOURCES

NET POSITION
Mt invesimen in cepisl sseis

Basiricel
Empliyws homwelill 3z oasd lisbaliby

Unrestriced joeficini
TOTAL MET POSITHREN
TOTAL LTARILITIES, DEFERRED INFLOWS OF

RESOURCES AND NET POSITION
i

See Aocompaaying Motes to Finaecial Siaicbents

Exbyitl ]

060, 10E
1.501,627

I\ 774,083
48,517
b
14,358
13,55

51,917,741

L7 SER 4%
B4 276605

M7
$213 180431

SI18LY
1,715,594
1,585 067
o FE O
LHAlE
15z
TTEEHY

1m0

E.C0. B
440335
3G

113,565,000
§.791.712
10,80 04
31,119.539
TIRI4
4584 E95

186600 201

1324508
i

T.T10. 748

164005492

4014 857
[20 607.087)
17247.872
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Exhshi 3
EASTRORT - SOUTH MARNDR CENTRAL SCHOOL MSTRICT
STATEMENT OF ACTIVITIES
FORTHE FISCAL YEAR ENDED JUNE 30, 2017

Net {Expense)
Program Revenues Revemue and
Charges for O perating Chonges In
Expenses Services Gronts Mt Position
FUMCTIONS ! PROGRADMS
General seppon (59,993,104 (50,500, 1 03}
Insoruciion {71 532.294) 51 309041 51,518,697 [GH. M. 556)
Pupil ranspariation (1856 553) 58 604 {3,797,.88E)
Dbt service inforest (4,385, 18m) (4,385,180}
Fowl service program i1.230.08%) ED3 466 193514 [21.089%
TOTAL FURCTIONS AND FROGEAMS {59098 74K} 52.112.507 51970937 {608 1)
GENERAL REVEMUES
Read propeny s 45,086,331
Crher o iterss - mcluding 5TAR reimburs osesd a3k6,712
Paymenl i lis of axes 0,258
Lise of money & propary £l
Pisceilancous 139,753
Btate sources A50TEHM
Mediceid rembursenen 20,5683
TOTAL GENERAL REVENUES B7530.075
CHANGES IN NET POSITION 6L6,265

TOTAL NET POSITION - BEGINSING OF YEAR

17.231,6407

TOTAL NET POSITION - END OF YEAR 317847872

I5
See Accompanying Motes to Finoncial Sinemenis



EASTPORT - SOUTH MANDR CENTRAL SCHOOL DISTRICT

BALANCE SHEET - COVERNMENTAL FUNDS

Exhsit 4

JUNE 3o, 217
Tatal
Sperind Sekbial Capital Governmental
Geneorul Aid Lumeh Projexis Fumils

ALSETS
Cosh

Unrestricied $8.535.972 $368 655 351441 54,040 £0,160,108

Resiriciad 2114537 1,476,600 3,591 427
Reonvable

State and Federad gid 30,544 3,963 17,286 1,774,093

Diwe fiom other poveaments 156,517 156,517

Dhue fromm ather Funds 165,556 oL 1,250,744

Oiiher £330 6,033 14391
Imweniorie; 11,506 == 13506
TOTAL ASSETS $13 188,152 51 Wkt RER §3H4 158 £1 480730 $15,962078
LIABILITIES AND FUND BALANCES
Payables

Azcounis pavalie 167,750 516 45,6010 S4.040 §123917

Aperued |iahilities 1,715,594 1,715.50

D Lo odher govammenls 152 152

Dhue 1o otbver Nands 193,760 QU412 1192052

D 1o 1@achers” retinement Sy sem 4,650,044 4630004

D o eonployoes’ petiromeni system 54 428 154423

Compensaed obsences STE G50 075650
Unearned crediis

Collcctions in mévance 28,249 28.24%
TOTAL LIARILITIES 1.0ER22G 1.0 808 002 4040 BOT1.086
FUND BALAMNCES
MNonspendahle Inventory 13,5596 I 3.5%
Restricial:

Emgioyer benedil neomed lishillizy 2114937 2114937

Uinspent bond proomds 1ATGH90 L4 TG, 50
Assizned:

Appruprizted fisnd balanoe B30, 554 950,554

Unapproprinted fund balasce 54007 204,750 235am
Ui igned FOTREYR 2 (M B
TOTAL FUND BALANCES 3.1 90956 - 214,346 1 47669 fi. G150
TOTAL LIABILITIES AND FUND BALARCES 513,138,182 SOG4 B08 52RH.A53 51 480,77 H 513,962,073

14

See Apcompanying Woees in Financial Statemenis



Exhibit 5
EASTPORT - 50UTH MANOR CENTRAL SCHOOL DISTRICT
RECONCILIATION OF GOVERNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET POSITION
JUNE 30, 2917

Tol Governmental Fund Balances 56,890,992
Amounts reported for governmental activities in the Staterment of Met Position nre different because;

The cost of bullding and acquinng capial assets (lind, baddings, equipment] financed
from the governmemtal finds are reported a5 expenditunes i hie vear they are incumed,
and the assets do not appear on e balznee sheel, However, the Statement of et Position
include those capital assets among the assels of the Disttcet a3 a whale, and their onginal
costs sre expensed anmually over their useful lives.

Original cost of capital assets SXi1,352.227
Aecumulated depreciation (41,835 638] 162 506,589

Defermed mflows of resourcess - pain on defeasonce. The Statement of Mel Position will amonnze the defeasance
gain received over the life of the bord, Governmental funds record the gain on defcosance os revenue, (6, 386.240)

Delerred inflows of resowrces releted to pensions will be recorded on the Satement of Nel Pasilion
and amartized 25 a reduction of pension expense in future years. (1,324, 508)

Defemed ouiflows of resources - That Suiement of Net Position recognizes expenditures incurred under (he
full sccrual method. Governmental funds recognized expenditures under the modified accrual method
Deferred outflows relaled to pensions (hat will be recognized &s expenditures in fulure periods amounted to 27,903 806

Payables that are asscciated with long-term linbilities that are nol peyable in the cument peniod are not
reparted as liabilities in the fands. Additional payables relating to bong-tenm liabilities at year end consisted of;

Accrued interest payable (1,588,067

Long-lerm liabilities are not due end payable in the curment period and therefore
are not reponed g5 lisbilivies in the funds. Long-term liabilities ot year-end consisied oft

Bonds payabie (5121,955.000)
Energy performance contrac (E232.047)
Compensaied absences payable (11,423, 805)
Met other post employment benefits obligation (32,139.539)
Claims payable (718,214}
Met pension linbility - propontionate share {4.684.695) (177,153,700)
Total Met Position 7847872
20

See Accomponying Modes io Finencinl Statements



EASTHORT - SOUTI MANDR CENTRAL SCHOOL PISTRICT

Exlibit &

STATEMENT DF REVENUES, EXFENINTLURES AND CHANGES IN FUND BALANCES - GOVERNRMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

‘Tomis
Specil Schioel Capkinl Garernmcaial
Cenaral S| Lumch Profeeis Funidy
REVENUES
Real property tanes 5845331 545,066,331
Dhtier Lan ibems - wcluding STAR
reimbaremenl BIFETII 6, VE8, 7LD
Paymenl in ligu o s 155258 e 158
Chuirges bor servioe 1,302 673 B4 368 1,08 g0
Use of money asd property 32 558 kL] 1rae
Miceilinpoes 139,757 139,753
SEala sowrecs 15075504 Hle 2 17,108 35,708 W0
Federal sowmes 2%ARD Dal 005 EEN I ZTEAST
Susplus Foad 1,747 £E747
fales — .. ]
TOTAL REVENUES Egman _iShgem s IRCIETER
EXFENDITURES
Graneral suppor R 283633 BaE63.403
Imstruciion d63 12 61E 16145638 $T.047 256
Pupd rremaportation 1R4 03 8.50% RR SRR
B ployee benefis IR,504.15 18,309,151
Dt service = Princapal ST FLL BASTTIL
el service - laberesi 4454687 4,084,597
Castof mbes 1,200,304 1 000,50
Capital outlay L0 I
TOTAL EXPENMTURES i 3 [FEEN 1,200,304 e S2060%4
ENOCESS (DEFICIENCY)
OF REVENUES OVER EXPENMTURES 1999 950k (1055405 3304 {20 3 | [l e ]
OTIER FINANCING SOURCES AND [U'SES)
Traealen = [RER 115341
Trassfen o) S (11113 fLassan)
TOTAL OTHER FINARCESG SOURCES ANIMUSES) (11550 HI554 =
CHANGE IN FUND BALANCES {11 15530) . 1M (240,054 | el g ]
FUND RALANCES - BEGINMING OF THE VEAR 6115887 RIIF Cel 1706784 R143.713
FUMND DALANCES - END OF TIIE VEAR B4 100588 % £2 04 345 L] T8 450 L 00 003

21

See fupcompanymg Moigs i Francinl Saiements



Exbsibis T
EASTRORT - SOUTH MANDR CENTRAL SCHOOL IMSTRICT
RECONCILIATION OF GOVERNMENT AL FUND REVENUES, EXPENIITURES AND
CHANGES IN FIESD BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2047

Mei Change in Fund Balances {81.353,721)
Amauaks reporied for goversmental aclivilies in the Stalement el Activiliss ase diffesent becmass;

Lusg-Term Revenue snd Expenses Difcromces
in the Simement ol Aztivite:, cemnpessated absences are measured by the smownis esrsed ar incarred
dusiap the yuar. In the povernmental Rinds, bowever expendisures for these ilems are messused by fen amsdani
of financial resaurces wicd. Compensaied absences payable for the year ended June 3% 301 7 changed by 137 441

Claims payabile in e Simement ol Acivites differs (rom the smouat reponied (e the gov ermmefilal

flmnils becoude (ke gxpense is reconlod o an expendidere o te fonds whon it ds dee, En the Siaiement of

Activitles, the payable is recognized =t accnees regondless of when b s dee, Clalms poypbie from

dume 30, 2016w Jung 30, 200 T changedd by 67,75

Ked ather posi-employmen) beneliis obipation payable in ibe Smiemen of Azifvides ae messused

by b ameane camisd o fcurcod durmg the year In the govemmenial fimds, howeser, copondiurs

for these 1lems ame messuned by the amount of insacil resorces wmed. Ke ather post-employment

henefis nbdigaiion payshle forthe yearended June 30, 2017 chanped by 14,180,233}

Imterest on long-iemmn debt in the Statement of Activites differs ram the smounts neponied in the

povemunentul funds becsase nberesi is reconded o5 en expendisunes in dee funds when it iy due, ond ibils

jiskres the wie of ssminl leanciols foouns. s the Sabesanl af Aclivilien, houever, indent X penas i

mecopnired o te nicres| sccroes, regondiess of when it is due. Aconsed intecest fom Jese 30, 2006 1o

Jgne 30, 30T chanped by (235181}

Cagpilnd Relsied Difleences
Capilnl catays i purchess or build cepiol nsseeis are reporisd in goversmesinl funds 35 sxpesdibores,
Howewer, Bar povemimenal soiivites, Moss cosis sie copimlized and ghown in e Susement of Mei Position
and aloceted ovar thoir usofid lives as mnunl depreciaion expeaze in e Stiviement of Azbvitie

Capitel vutlays £ 240004
Farnstume and equipmen! sddieons 63,068
Depreginion cypense (228,500 12,921,344

Long-Term Db Diffronoes
Eepayment of bond principal is s expendiure in dee govemmental fusds, but it redoces long-lem
liulsdlisies in the Suzmen of Mo Position snd does not el the Saiomen of Activines, B 0T0,000

Eepaymeni ol energy perivrmasce debt payable is an expendijunz in the govemmenial funds,
trut il redhuces |ong-vem linbiiiies in the Staiement of Mt Posdibon o does ot nfloo the
Sesemanl of Acthvilia. 427,711

Ceavernment] funds repon the premiuees, discosns and similar iems on @e relanded detd
whin e dob o firl tseml. Theee nmounts s defored snd smerteed m he Steement ol Ackvitio
Amortizakion for the fscol year ended Jure 30, 2 T was £27.608

Pensban Dillerences
Incresses £ decrenses inthe propartzonaie shore ol met pension assevlishility oand related defered infllows
end oulfiows repofed in e Simisment of Activeties do mol provide far or reguire sse sl cumreni financiol
resoabrees and therelies are nol reporied 0s revenues o expenisiuees in e povermmenlal lisnds.

Teachers" ratiremen L syaicm k1 |40 038
Empleyass! retiremont grilomn (140,070} 199,854}
Chonge ia Net Prsition E]E.‘EE
12
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EASTPORT - 50UTH MANOR CENTRAL SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
JUNE 30, 2017

ASSETS

Cash - Resiricted

Due from governmenta] funds
TOTAL ASSETS

LIABILITIES
Duee to other funds
Exiraclassroom aclivity balance
Orher labilities

TOTAL LIABILITIES

NET POSITION
Resorved for scholasships
TOTAL NET POSITION
TOTAL LIABILITIES AND NET MOSITION

23

Private
Purpose
Trasi Funids

313,043

i1 3,045

315,045
15,045
315,045

See Accompanying MNoles to Financizl Stazments

Exhibit 8

Agency
Funds

£262 867
7.570

§270,437

367,204
168,130
35,043

—_— e e
$£270,437



Exhibit ¢
EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION - FIDUCIARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

Private
Purpose
Trust Funds
ADDITIONS
Gifts and contrbutions £3,192
Irterest and eamings L
TOTAL ADDITIONS 3,255
DEDUCTIONS
Scholarships and awards 500
TOTAL DEDUCTIONS 500
CHANGE IN NET POSITION 2755
MNET POSITION - BEGINNING OF YEAR 12,290
MET POSITION - END OF YEAR 215045

24
See Accompanying MNotes to Financial Statements



EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

E1-SUMMARY OF CERTAIN SIGNIFIC. ACCO ING 3

The fnancial statements of Eastport-South Manor Central School District (the “District™) have
been prepared in conformity with generally sccepted accounting principles (GAAP) as applied to
governmental units. Those principles are prescribed by the Govemnmental Accounting Standands
Board (GASB), which is the accepted standard-setting body for establishing governmental
accounting and financial reporiing principles.

Certain significant accounting principles and policies utilized by the Disinct are described below:

A)

The Distriet is governed by the laws of Mew York State. The District is an independent
entity governed by an elected Board of Education consisting of 7 members. The President
of the Board serves as the chicf fiscal officer and the Superintendent is the chief execubive
officer. The Board is responsible for, and controls all activities related to public school
education within the District. The Board has authority (o make decisions, power o appoint
management, and primary accountability for all fiscal matters,

The reporting entity of the District is based upon criteria set forth by GASB Statement No.
14, The Financial Reporting Entity, as amended by GASB Statement No. 39, Determining
Whether Certain Chrganizations are Compoeneni Units and GASB Stalement No. 61, The
Financial Reparting Entity: Omnibus-An Amendment of GASB Statemens No. 14 and
No.34. The financial reporting entity consists of the pnmary govemment, organizations
for which the primary government is financially accountable, and other organizations tor
which the nature and significance of their relationship with the pnmary government are
such thal exclusion would casse the reporting entity's financial statements to be
mislezding or incomplete.

The accompanying financial statements present the activities of the District and its
component unit and other organizational entities determined to be includable in the
District’s financial reporting entity. The District is not 8 component unit of another
reporting entity. The decision to include a potentizl component unit in the District's
reporting entity is based on several criteria including legal standing, fiscal dependency and
financial accountability. Based on the application of these critenia, the following is a brief
description of an entity that is in the District’s reporting entity.

xtracl Activ ds

The Extraclassroom Activity Funds of the District represent funds of the students of the
Distric. The Board of Education exercises general oversight of these funds. The Extra
classroom Activity Funds are independent of the Distrel with respect to its financial
transactions and the designation of studenl mensgemenl. Separate sudited financial
staternents {cash basis) of the Extraclassroom Activity Funds can be found at the District's
business office, The District reports these assefs held as an ageat for the Extra classrcom
organizations in the Statemeat of Fiduciary Net Position - Fiduciary Fund.

25



B)

EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

Joint venture:

The District is a component district in the Eastern Suffolk Board of Cooperative
Educational Services (BOCES). A BOCES is a voluntary, cooperative association of
school districts in a geographic area that shares planning, services, and programs, which
provide educational and support activities. There is no authority or process by which a
school district can terminate its status as a BOCES component.

BOCES are organized under §1950 of the New York State Education Law, A BOCES
Board is considered a corporate body. Members of a BOCES Board are nominated and
elected by their component member boards in accordance with provisions of §1950 of the
MNew York State Education Law. All BOCES propenty is held by the BOCES Board as a
corporation (§1950(6)). In addition, BOCES Boards also are considered municipal
corporations to permit them to contract with other municipalities on a cooperative basis
under §119-n {a) of the New York State General Municipal Law.

A BOCES' budget is comprised of separate budgets for administrative, program and
capital costs. Each component district’s share of administrative and capital cost is
determined hy resident public school distnict enrollment, as defined in the New York State
Education Law, §1950(4}b)(7). In addition, component districts pay tuition or a service
fee for programs in which its students participate.

Basis of presentation:
i D t-Wide § i5:

The Statement of Net Position and the Statement of Activities present financial
information about the District's governmental activities. These statements include the
financial activities of the overall government in its entirety, except those that are
fiduciary, Eliminations have been made to minimize the double counting of internal
transactions. Governmental activities penerally are financed through taxes, state aid,
intergovernmental revenues, and other exchange and non-exchange transactions.
Operating grants include operating-specific and discretionary (cither operating or
capital) grants, while the capital grant column reflects capital specific grants, if
applicable.

The Statement of Activities presents a comparison between program expenses and
revenues for each function of the Distret's govemmental activities. Direct expenses
are those that are specifically associated with and are clearly identifiable to a particular
function. Indirect expenses, principally employee benefits, are allocated to functional
areas in proportion to the payroll expended for those areas. Program revenues include
charges paid by the recipicnts of goods or services offered by the programs, and grants
and contributions thet are restricted to meeting the operational or capital requirements
of a particular program. Revenues that are not classified as program revenues,
including all taxes, are presented as general revenues.
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EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

if) Fund Financial Sta

The Fund Financial Statements provide information about the District’s funds,
including fiduciary funds. Separaste statements for each fund category (governmental
and fiduciary) are presented. The emphasis of Fund Financial Statemenis is on major
governmental funds, each displayved in a separate column.

The District reports the following major povernmental funds:

General Fund: This fund is the District's primary operating fund. It accounts for all
financial fransactions that are not required to be accounted for in another fund.

Special Aid Fund: This fund accounts for the proceeds of specific revenue sources,
such as federal and state grants, that are legally restricted to expenditures for specified
purposes. These legal restrictions may be imposed either by governments that provide
the funds, or by outside parties.

School Lunch Fund: This fund is used to account for the activities of the District's
food service operations. The school lunch operation is supported by federal and state
granis and charges participanis for its services.

Capital Projects Fund: This fund is used to account for the financial resources used
for acquisition, construction, or major repair of capital facilities.

The District reports the following fiduciary funds:

Fiduciary Funds: These funds are used to account for fiduciary activitics. Fiduciary
activities are those in which the District acts as trustee or agenl for resources that
belong to others. These aclivilies are nol included in the District-Wide Financial
Statemenis, because their resources do not belong io the District, and are not available
o be used. There are two classes of fiduciary funds:

Prnivate purpose trust funds: These funds are used to account for trust arrangements
in which principal and income benefits annual third party awards and scholarships
for students. Established criteria govern the use of the funds and members of the
District or representatives of the donors may serve on committees to determine who
benehits.

Agency funds: These funds are strictly custodial in nature and do not involve the
measurement of results of operations. Assets are held by the District as agent for
various student groups or extraclassroom activity funds and for payroll or employee
withhalding.

a7



D)

E)

EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

.
Measu

The Districl-Wide Financial Statements and Fiduciary Fund Financial Statemenis are
reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when eamed and expenses are recorded at the time
linbilities are incurred, regardless of when the related cash transaction takes place.
MNonexchange transactions, in which the Distriet gives or receives value without directly
receiving or giving equal value in exchange, include property taxes, grants and donations.
Cmn an accrual basis, revenue from property taxes is recognized in the fiscal year for which
the laxes are levied. Revenue from grants and donations is recognized in the fiscal year in
which al! eligibility requirerments have been satisfied.

The Fund Financial Statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method,
revenues arc recognized when measurable and available. The District considers all
revenues reported in the governmentel funds to be available if the revenues are collected
within six months afier the end of the fiscal year, except for real property taxes, which are
considered to be available if they are collected within 60 days after the end of the fiscal
year,

Expenditures are recorded when the related fund liability is incurred, except for pnncipal
and interest on general long-term debt, claims and judgments, compensated sbsences,
pension liabilities and other post-employment benefits which are recognized as
expenditures to the extent they have matured. General capital asset acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt and
acquisitions under capital leases are reported as other financing sources, if epplicable.

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.

Real properiy taxes:

i} Calendar;
Real property taxes are levied annually by the Board of Educstion no later than
October 1, and become a lien on December 1. Taxes are collected by the Towns of

Brookhaven, Riverhead and Southampton and remitted to the District from December
o June.

1) Enforcement:
Uncollected real property faxes are subsequently enforced by the county in which the
District is located. Suffolk County (the "County”) pays an amount representing
uncollected real property taxes transmitted to the County for enforcement o the
District no later than the following July 1.



F)

H)

)

EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
MNOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

Restricted resources:

When an expense is incurred for purposes for which both restncted and unrestricted Nat
Position are available, the District’s policy concemning which to apply first varies with the
intended use, and with associated legal requirements, many of which are described
elsewhere in these Notes.

In sactions:

The operations of the District inclode transactions between funds, These transactions may
be temporary in nature, such as with interfund borrowings. The District typically loans
resources between funds for the purpose of providing cash flow. These interfund
receivables and payables are expected to be repaid within one year. Permanent transfers of
funds include the transfer of expenditures and revenues to provide financing or other
SETVICES.

In the District-Wide Financial Statements, the amounts reported on the Statement of Net
Position for interfund receivables and payables represent amounts due between different
fund types (governmental activities and fiduciary funds). Eliminations have been made for
all interfund receivables and payables between the funds, with the exception of those due
from or to the fiduciary funds.

The govemmental funds report all interfund transactions as originally recorded. [nterfund
receivables and payables may be netted on the accompanying governmental funds balance
sheet when it is the District's practice to settle these amounts at a net balance based upon
the right of legal offset.

Refer 1o Note 9 for a detailed disclosure by individual fund for interfund receivables,
payables, expenditures and revenues activity.

Estimates:

The preparation of financial statements in conformity with accounting principles generally
accepted in the United Siates of America requires management to make estimates and
nssumptions that affect the reported amount of assets, deferred ouniflows of resources,
deferred inflows of resources and lisbilities and disclosure of contingent asseis and
liabilities at the date of the financial statements and the reported revenues and expenscs
during the reporting period. Actual results could differ from those estimates. Estimates
and assumptions are made in a variety of areas, including: compensated absences, other
post-employment benefits, workers’ compensation claims, pension liabilities, potential
contingent liabilities and useful lives of capital assets.

Cash and cash equivalents:
The District’s cash and cash equivalents consist of cash on hand and demand deposits.

Receivables:

Receivables are shown gross, with uncollectible amounis recognized under the direct
write-off method. Mo allowance for uncollechible accounts has been provided since it is
believed that such allowance would not be material.
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EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

K)  Inventories and prepaid items:

L)

Inventories of food in the school lunch fund &re recorded at cost on a first-in, first-out
basig, or in the case of surplus food, at stated value, which approximates market

Purchases of inventoriable items in other funds are recorded as expenditures at the time of
purchase, and are considered immatenal in amount.

A reserve for these non-liquid assets (inventories) has been recognized in the school lunch
fund as non-spendable under GASB Statemenlt No. 54 to signify that a portion of fund
balence is not available for other subsequent expenditures.

Prepaid items represent payments made by the District for which benelits cxtend beyond
year-end. These payments 10 vendors reflect costs applicable to future sccounting periods
and are recorded as prepaid items in both the Districi-Wide and Fund Financial Statements.
These items are reported as assets on the Statement of Net Position or Balance Sheet using
the consumption method. A current asset for the prepaid amounts is recorded at the time
of purchase and an expense/expenditure is reported in the year the goods or services are
consumed. The District had no prepaid items at June 30, 2017.

Capital assets are reported at actual cost for acquisitions subsequent to 20 years. For assets
acquired prior to 20 years, estimated historical costs, based on appmisals conducted by
independent third-party professionals are used, Donated assels are reporled at estimated
fair market value at the time received,

Capitalization thresholds (the dollar value above which asset acquisitions are added to the
cepital asset accounts), depreciation methods, and estimated useful lives of capital assets
reported in the District-Wide Statements are as follows:

Capitalization  Depreciation Estimated

Threshold Method Useful Life
Building & building improvemenis 51,500  Stmight-line 56 years
Furniture & equipment $1.500 Straight-lime 5-10 years
Land improvements 51,500  Straight-line 210 years

Collections in advanee:

Collections in advance arise when the District receives rescurces before it has legal claim
to them, as when grant monies are received prior to the incurring of qualifying
expenditures. In subsequent periods, when both recognition criteria are met, or when the
District has legal claim to the resources, the liability for collections in advance is removed
and revenues are recorded. Collections in advance consist of amounts received in advance
for meals that have not vet been purchased in the school lunch fund.
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Diefe in d autflo SORICes:

In addition to assets, the Statement of Net Position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement elemenl represents a
consumption of net position that applies to a future period and so will not be recognized as
an outflow of resources (expenses‘expenditures) until then. The District has one item that
qualifies for reporting in this category. This amount is related to pensions reported in the
District-Wide Statement of Net Position. This represents the different between expected
and actual experience (ERS), changes of assumptions (ERS and TRS), the net difference
between projected and actual investment eamings on pension plan investments (ERS and
TRS), changes in proporiion and differences between employer contributions and
proportionate share of contributions (ERS and TRS) and the District™s contributions to the
pension systems (ERS and TRS) subsequent to the measurement date.

In eddition to liabilities, the Statement of Net Position will somefimes report a separate
section for deferred inflows of resources. A deferred inflow of resources is an acquisition
of net position by the District that {5 applicable to a future reporting period. The District
reported §6,386,240 of deferred inflows of resources at June 30, 2017, representing the
finencial effect on the advance refunding of peneral obligations serial bonds, A deferred
inflow of resources results from the difference in the net cammying value of refunded debt
over its regcguisition price. This amount is deferred and amortized over the shorier of the
life of the refunded or refunding debt.

In addition, the District reported $1,324,508 of deferred inflows of resources relating to
pensions reported in the Distrnict-Wide Statement of MNet Position. This represents the
difference between expected and actual expenience (ERS and TRS), the changes in
proportion and difference between the District's contributions and proportionate share of
contributions (ERS and TRS).

Vested emplovee benefits:
Compenszated ghsences

Compensated absences consist of unpaid accumulated annual sick leave, vacation, and
sabbatical time:

Sick leave eligibility and accumulation 15 specified in negotiated labor contracts, and in
individual employment contracts. Upon retirement, resignation or death, employees may
confractually receive a payment based on unused accumulated sick leave. Certain
collectively bargained agreements require these terminated payments to be paid in the form
of non-elective contributions into the employee’s 403(b) plan.

The District employess are granted vacation in varying amounts, based primarily on length

of service and service position. Some eamed henefits may be forfeited if not taken within
varying lime periods.
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Consistent with GASB Statement No. 16, Accounting for Compensated Absences, the
liability has been calculated using the vesting/termination method and an accrual for that
linbility is included in the District-Wide Financial Statements. The compensated absences
liability is calculated based on the pay rates in effect at year-end.

In the Fund Financial Statements only the amount of matured habilities is accrued within
the general fund based upon expendable and available financial resources. These amounis
are expensed on a pay-as-you go basis.

Dther hemofits:

District employess participate in the New York State Employees’ Retirement System and
the New York State Teachers' Retirement System.

District employees may choose to participate in the District's elective deferred
compensation plans established under Internal Revenue Code Sections 403(b) and 457,

In addition to providing pension benefits, the District provides post-employment health
insurance coverage and survivor berefits for retired employees and their survivors.
Collective bargaining agreements determine if District employees are eligible for these
benefits if they reach normal retirement age while working for the District. Health care
benefits are provided through plans whose premiums are based on the benefits paid during
the year. The cost of providing post-retirement benefits is shared between the Distnct and
the retired employee. The District recognizes the cost of providing health insurance by
reconding its share of insurance premiums as an expenditure in the governmental funds as
the liabilities for premiums mature (come due for payment). In the District-Wide
Statements, the cost of postemployment health insurance coverage is recognized on the
accrual basis of accounting in accordance with GASB Statement No. 45,

Short-term debt:

The District may issue Revenue Anticipation Notes {(RAN) and Tax Anticpation Notes
{TAN), in anticipation of the receipt of revenues. These notes are recorded as a liability of
the fund that will actually receive the proceeds from the issuance of the notes. The RANs
and TANs represent a liability that will be extinguished by the use of expendable, available
resources of the fund.

The District may issue budget notes up to an amount not 1o excesd 5% of the amount of
the annual budget during any fiscal year for expenditures for which there is an insufficient
or no provision made in the annual budget. The budget note must be repaid no later than
the close of second fiscal year succeeding the year in which the note was issued.

The District may issue Bond Anticipation Notes (BAN), in anticipation of proceeds from
the subsequen: sale of bonds. These notes are recorded as current liabiliies of the funds
that will actually receive the proceeds from the issuance of bonds. State law requires that
BANSs issued for capital purposes are converted to long-term financing within five years
after the oniginal issue dated,
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lities and long-term obligations:

Payables, accrued liabilities and long-term obligations are reported in the District-Wide
Financial Statements. In the governmental funds, payables and accrued liabilities are paid
in a timely manner and in full from current financial resources, Claims and judgments,
compensated absences, net pension lishility and net other post-employment benefit
obligation that will be paid from governmental funds are reported es a liability in the funds
financial statements only to the extent that they are due for payment in the current year,
Bonds and other long-term obligations that will be paid from govemmental funds are
recognized as a liability in the Fund Financial Statements when due.

Long-term obligations represent the District’s future obligations or future economic
outflows. The liabilities are reported as due in one year or due within more than one year
in the Statement of Net Position.

Equity classifications:
Dustrict-Wide Financial Statements:

In the District-Wide Financial Statements there are three classes of Met Position:

Met investment in capital assets - consists of net capital position (cost less accumulated
deprecigtion) reduced by oulstanding balances of related debt obligations from the
acquisition, construclions or improvements of those assets, net of any uncxpended
proceeds and including any unamortized items (discounts, premiums, gain on refunding).

Restricted net position — reports net position when constraints placed on the assets are
either extemally imposed by creditors (such as through debt covenants), gramtors,
contributors, or laws or regulations of other governments, or imposed by law through
constitutional provisions or enabling legislation.

Unrestricted net position - reports the balance of net position that does not meet the
definition of the above two classifications and are deemed to be available for general uze
by the District,

Financial 5

There are five classifications of fund balance as detailed below; however, in the Fund
Financial Statements there are four classification of fund balance presented:

(1) Non-spendable fund balance — [ncludes amounts thal cannot be spent because they
are either not in spendable form or legally or contractually required to be
maintained intacl. Non-spendable fund balance includes the inventory recorded in
the school lunch fund of $13,596.

(2} Restricted fund balance — Includes amounts with constraints placed on the use of
resources either exiernally imposed by creditors, grantors, contributors or laws or
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regulations of other povemments, or imposed by law through constitutional
provisions or enabling legislation.

The District has established the following reserves as restricted:

Emplovee Benefit Accrued Liability

Reserve for employee benelit accrued liability (GML §6-p) is used to reserve funds for the
payment of accrued employee benefit due to an employee upon termination of the
employee's service. This reserve may be estzablished by a majority vote of the Board, and
is funded by budgetary appropriations and such other reserves and funds that may be
legally appropriated. The reserve is accounted for in the general fund under restricted fund
balanes,

Unspent Bond Proceeds
Unspent long-term bend proceeds are recorded as restricted fund balance because they are

subject to external constrainls contained in the debt agreement. These restricted funds are
accounted for in the capital projects fund.

Scholarships

Amounts restricted for scholarships are used to account for monies denated for scholarship
purposes, net of eamings and awards. These restricted funds are accounted in the private
purpose trust fund.

{3} Committed fund balance - Includes amounts that can only be used for the specific
purposes pursuant to constrainis imposed by formal action of the Distriet’s highest
level of decision making authority (i.e., Board of Education). The District has no
committed fund balances as of June 30, 2017.

(4) Assigned fund balance - [ncludes amounts that are subject to a purpose conslraint
that represents an intended use established by the District’s Board of Education.
The purpose of the assignment must be narrower than the purpose of the gensral
fund, and in funds other than the general fund, assigned fund balance represents the
residual amount of fund balance. Assipned fund balance includes an amount
appropriated to partially fund the subsequent year’s budget. Assigned fund balance
also includes Board designations and encumbrances not classified as restricted or
committed at the end of the fiscal year,

(5) Unassigned fund balance —~Includes the residual fund balance for the general fund
and includes residual fund balance deficits of any other governmental fund that
cannot be eliminated by offsetting of assigned fund balance amounts. Assignments
of fund balance cannot cause a negative unassigned fund balznce,

NYS Real Property Tax Law 1318 limits the amount of unexpended surplus funds a
District can retain to no more than 4% of the Distriet’s budget for the general fund
for the ensuing fscal year. Nonspendable and restricied fund balance of the
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general fund are excluded from the 4% limitation. Amounts appropriated for the
subsequent year and encumbrances included in assigned fund balance are also
excluded from the 4% limitation.

Cirder of Use of Fund Balance

In circumstances where an expenditure is incurred for a purpose for which amounts are
available in multiple fund balance classifications (e.g., expenditures related to reserves) the
expenditure is to be spent first from the resiricted fund balance to the extent appropriated
by cither budget voile or Board approved budget revision and then from the unrestricted
fund balance. Expenditures incurred in the unresiricted fund balances shall be applied first
to the assigned fund balance to the extent that there is an assignment and then to the
unassigned fund balance.

New accounting standards:

The District has adepted and implemented the following current Statemenis of the
Covernmental Accounting Standards Board (GASB) that are applicable as of June 30,
2017: Statement No. 82, Pension Issues — An Amendment of GASE Statements No, 67, Mo.
68, and No. 73. This statement addresses issues in the previously issued pension
statements regarding payrell related measures in the required supplemeniary information,
the selection of assumptions and deviations from other guidance, and the treatment of
employee (plan member) contributions made by employers,

Future changes in accounting standards:

GASE has issued Statement No. 75, Accounting aend Financial Reporting for
Postemployment Benefits Other Than Pensions, effective for the year ending June 30,
2018. This statement replaces the requirements of Statement No. 45, Accownting and
Financial Reporiing by overs for Postemployment Benefits Other Than Pensions, as
amended, and No. 57, OPER Measurements by Agent Employvers and Agemt Multiple-
Employer Plans, for OPEB, Statement No, 74, Financial Reporting for Postemployment
Benefit Plans Other Than Pension Plans, establishes new accounting and financial
reporting requirements for OPEB plans,

These are the statements that the Distriet feels may have an impact on these fnancial
statements and are not an all inclusive list of GASE statements issued. The District will

evaluate the impact each of these pronouncements may have on its financial stalements and
will implement them as applicable and when material.

STATEMENTS AND DISTRICT-WIDE STATEMENTS:

Due to the differences in the measurement focus and basis of accounting used in the Fund
Financial Statements and the District-Wide Statements, certain financial transactions are treated
differently. The basic financial statements contain a full reconciliation of these items. The
differences result pnmarily from the ecopomic focus of the Statement of Activities, compared with
the current financial resources focus of the governmental funds,
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(A) Total fund

Total fund balances of the District’s governmental funds differ from *Net Position™ of
governmental activities reported in the Statement of Net Position. The difference primarily
results from additional long-term economic focus of the Statement of Net Position versus
the solely current financial resources focus of the govermmental fund Balance Sheets.

(B)

Differences between the povernmental funds Statement of Revenues, Expenditures and
Changes in Fund Balances and the Statement of Activities fall into one of the four broad
categories. The amounts shown below represent;

() Longlem revenue and expense differences:
Long-texm revenue differences arise because governmental funds report revenues
only when they are considered “available™, whereas the Statement of Activities
reports revenues when eamed. Differences in long-term expenses arise because
governmental funds report on a modified accruals hasis, whereas the accrual basis
of accounting is used on the Statement of Activities.

{(ii)  Capital related differences:
Capital related differences include the difference between proceeds for the sale of
capital assets reported on governmental fund statements and the gain or loss on the
sale of assefs reported on the Statement of Activities, and the difference between
recording an expenditure for the purchase of capital items in the Fund Financizl
Statements and depreciation expense on those items as recorded in the Statement of

Activities.
(iii) Long-term debt transaction differcnces:

Long-tcrm debt transaction differences occur because both interest and principal
payments are recorded as expenditures in the fund statements, whereas interest
payments are recorded in the Statement of Activities as incumred, and principal
payments are recorded as a reduction of liabilities in the Statement of Position.

(iv)  Eensiop differences:
Pencion differences oceur as a result of changes in the District’s proportion of the
collective net pension assetliability and differences between actual and expected
caperience, difference between projected and actual eamings on pension plan
investments, the District’s contributions and its proportionate share of the total
contributions to the pension system and Districts contributions subsequent to the
measurement date.
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NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:
A} Buodgets:

B)

The District administration prepares a proposed budpet for approval by the Board of
Education for the following governmentz] funds for which legal (appropriated) budgets are
adopted. The voters of the District approved the proposed appropriation budget for the
general fund, Appropriations are adopted at the program line item level.

Appropriations established by the adoption of the budger constitule a limilation on
expenditures {and encumbrances), which may be incurred. Appropriations lapse at the end
of the fiscal year unless expended or encumbered. Encumbrances will lapse if not
expended in the subsequent wear. Appropriations authorized for the current year are
increasad by the planned use of specific reserves, and budget amendmenis approved by the
Board of Edueation as a result of selected new revenue sources not included in the original
budget (when permitted by law). These supplemental appropriations may occur subject (o
legal restrictions, if the Board approves them because of a need that exists which was not
determined at the time the budget was adopted. ‘The following supplemental
appropriations cccurred during the year:

[ncreases to budget funded by:

Donations 5 19,656
Transporiation expenses 80,000
Workers' compensation expenses 70,000
Emplovee benefit expenses 450,000

Budgets arc adopted annually on a basis consistent with GAAP. Appropriations authorized
for the vear are increased by the amount of encumbrances carried forward from the prior
irear,

Budgets are established and used for individual capital project funds expenditures as
approved by a special referendum of the Distnict’s voters. The maximum project amount
authorized is based primarily upon the cost of the project, plus any requirements for
extemal borrowings, not annual appropriations. These budgets do nol lapse and are camried
over to suhsequent fiscal years until the completion of the projects.

Encumbrances:

Encumbrance accounting i1s used for budget control and meniforing purposes and is
reported as a pert of the governmental funds. Under this method, purchase orders,
contracts and other commitments for the expenditure of monies are recorded to reserve
applicable appropriations. Ouistanding sncumbrances as of year-end are presented as
reservations of fund balance and do not represent expenditures or liabilities. These

commitments will be honored in the subsequent period. Related expenditures are
recognized at that time, as the liability is incurred or the commitment is paid.
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NOTE 4 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS:

Al

B)

Cash:

New York State law govemns the District’s investment policies. Resources must be
deposited in FDIC-insured commercial banks or trust companies located within the state.
Permissible investments include obligations of the United States Treasury, United Siates
agencies, repurchase sgreements and obligations of New York State or its localities.

Collateral is required for demand and time deposits and certificates of deposit no! covered
by FDIC insurance. Obligations that may be pledpged as collateral are obligations of the
United States and its agencies and obligations of the state and iis municipalities and
districts.

Custodial eredit risk is the risk that in the event of a bank failure, the District's deposits
may not be retumed 1o it. GASB Statement No. 40, Deposit and fnvestment Credit Risk
[Yisclosures, directs that deposits be disclosed as exposed to custodial credit risk if they are
not covered by depository insurance and the deposits are as follows:

A) Uncollateralized:

B) Collateralized with securities held by the pledging fnancial institution in the
Diistrict’s name; or

C) Collateralized with securities held by the pledging fimancial institution's frust
department or agent, but not in the District’s name.

All of the District’s aggrepate bank balances were covered by depository insurance, or
collateralized with securities held by the pledging financial institution in the District’s
name at year end.

Restricted cash:

Restricted cash represents cash and cash equivalents where use is limited by legal
requirements. These assets represent amounts required by stamte to be reserved for varouns
purposes, Restricted cash as of June 30, 2017 included $3,591,627 within the
governmental funds for capital projects and general reserve purposes and $277,912 in the
fiduciary funds.

Investments:
The District does not typically purchase investments for long encugh duration to cause it to
believe that it is exposed to any material inlerest rete risk. The District also does not

typically purchase investments denominated in a foreign currency, end is not exposed to
foreign curmmency risk.
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NOTE§ - PARTICIPATION [N BOCES:

During the year ended June 30, 2017, the District was billed $3,008.26! for BOCES
administrative and program costs. The Distnict’s share of BOCES #id amounted to 51,194,138,
Financial statements for the BOCES are available from the BOCES administrative office at 201
Sunrise Highway, Patchogue, NY 11772.

NOTE 6 - STATE AND FEDERAL AID RECEIVABLES:

State and federal aid receivables at June 30, 2017 consisted of the fallowing:

General Fund

WYS excess cost aid £769,290
BOCES 537,554
Total 1,306,844

Special Aid Fund
Federal and state grants 449 963

School Lunch Fund
Federal and state resmbursements 17,286

Total - All Funds $1,774,003

District management has deemed these amounts to be fully collectible.
NOTE 7 — DUE FROM OTHER GOVERNMENTS:
Due from other governments at June 30, 2017 in the general fimd consisted of the following:

Alermative High School billing 33,3594
Foster tuition 153,023
Total $156,517

District management has deemed these amounts to be fully collectible,
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NOTE 8§ - CAPITAL ASSETS:

Capital asset balances and activity for the year ended June 30, 2017 were as follows:

Governmenial activities;
Capiial sse2is nod being depreciated:
Laed
Construction in progress
Total capital asscts not being depreciated

Capital assets being depreciated:
Building and building improvements
Fumiture and equipment
Tolal capital assets being depreciated

Less accumulated depreciation:
Building & building improvements
Ferniture and equipment

Todal acoumulated depreciation

Todal capital assets being depreciated, net

Caopital asseis, net

Depreciation expense was charged to governmental functions as follows:

Ceneral support
Instruction
Food service program

Total depreciation expense

515,436
3,193,235
— 15,785

£3.228.506

40

Beginning Retirements / Ending
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NOTE 2 — INTERFUND TRANSACTIONS — GOVERNMENTAL FLNDS:

Interfund Interfund
Receivable Payable Revenues Expenditures
Ceneral Fund $1,065,556 £153,760 £115.941
Special Aid Fund 186,150 998,252 $115,941
Total government activities 1,251,746 1,192,052 115,941 115,941
Fiduciary Agency Fund 7,570 67,264
Totals £1.250316 $1.250316 $115,941 £115.941

The District typically transfers from the general fund to the special aid fund to fund the District’s
share of summer school handicap expenses required by New York State Law and to fund the State
Supported Section 4201 schools.

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

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

*

Transactions in short-term debt for the year sre summarized below:

Interest Beginning Ending

hlanurity Rans Balance Issued Redesmed Balancs

TAN & 237 1508 % - $10. 250,000 510250000 % -
TAN &23107 20002 8§ - 5 10,000,000 Fi0000000 ¥ =
Total & - 320,230,000 _ $30,350,000 _$ -

Interest on short-term debt for the year was $124,749, This debt was issued for interim financing
of general fund operations.
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NOTE 11 - LONG TERM LIABILITIES:
Long-term liability balances and activity for the year are summarized below:
Badamce Balance Doz Within
Jupe 30, 20156 Additions Reductions June 30, 2017 One Year
Long-term debd
Bonds payable: $130,025,000 (320700000  S121,555,000 55,090,000
Energy performance contract 6,659,757 (427,710) 6,232,047 440,135
Other long-term linbifities:
Compensaled sbsences puyable 11,661,286 £719.16% {976.650) 11,423,803 620,000
HMet other post emplaymen
benedits obligation 37 955,705 5427221 (1, 246,987)  32,139.939
Claims payable 1,085,967 (347,753) 718,214
Me1 pension liability - proportionate share 1,598,745 7,114,634 {6,008 689) 4 684,695
Totad bong-term liabilities SI180,990.460  SI3281029  (S17.117.76% S177.053.700 59,150,335

The peneral fund has typically been used to liguidate long-term liabilities such as bonds pavable,
energy performance coniract, compensated absences, net other post employment benefits

obligation, claims payable and net pension liability.

A)  Bonds ble:
Bonds payable is comprised of the following:
[zgue Final Interest Outstanding
Diescription Date Manurity Rate at Year End
2009 Serial Bond &3 172007 8/1/2022 4.0% - 5.0% $420,0G0
2009 Serial Bond 117232009 1171572024 3.0% - 4.0% 1, B00,0H0
2011 Serial Bond /82010 12025 20% - 3.0% 6,537,522
2010 Serial Bond 9/8,2010 L2030 2.0% -3.5% 6,347,478
2011 Serial Bond arisz011 B1/2031 2.0 - 4.0 3,100,000
2010 Serial Bond &1720101 BI1/2026 2.0 -1.75% 4,330,000
2010 Serial Bond 8/1/2011 B/1/2026 .05 - 1.75% 15,680,000
2013 Serial Bond - refunding 103172012 6302030 2.0% - 5.0% 26,380,000
2014 Serial Bond ®1/2013 812043 4.08% - 4,5% 3,645,000
2015 Serial Bond 87182014 271 572043 3.0%0-3.75% 14,560,000
2016 Serial Bond - refunding 5/4/2016 &H2029 2.0% -4.0% 33,955,000
$121,955,000
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Fiscal Year Endad
June 30, Principal Interest Total

2018 § 85,090,000 £ 4416325 & 12,506,325
2019 8,345,000 4,138,151 12,483,151
2020 3,670,000 31,834,653 12,504,653
2021 9.015,000 3,518,953 12,533,953
2022 ©.380,000 3,190,592 12,570,592
2023-2027 44,820,000 10,598.857 55,418,857
2028-2032 20,840,000 4,094 547 24,934, 547
2033-2017 4,970,000 2,106,200 7,076,209
2038-2042 5.975,000 1,071,163 T.046, 163
2043-2045 1,850,000 77,401 1,927,401
$121,955,000 £37 51 5139,001,851

In the prior year, the District defeased certain general obligation bonds by placing the proceeds of
the new bonds in an irrevocable trust to provide for all fuhire debt service payments on the old
bonds. Accordingly, the trust sccount assets and the liability for the defeased bonds are not

included in the District’s financial statements.

B) Energy Ormance contract:

Energy performance contract is comprised of the following:

Outstanding
at Year End

lssue Final Interest
Description Date Maturily Rate
Energy performance coniract 11572014 4/15/2029 2.93%

43

56,232,047
£6,232,047




EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

The following is a summary of debt service requirements for the energy performance contract:

Fiscal Year Ended
Juna 30, Principal Interest Total
2018 $440,335 5179397 2619,732
2019 453,332 166,400 619,732
2020 466,711 153,021 619,732
1021 480,436 139,246 619,732
2022 404 668 125,065 619,733
2023-2027 2,701,148 197,512 3,008,660
2028-2029 1,195,367 44,099 1,239 466
Total $6,232.047 §1,204,740 §7.436,787

C)  Long-Term Interest:

Interest on long-term debt for the vear was composed oft

Total
Interest paid 54,529 048
Less interest accrued in the prior year (1.330.8B6)
Plus interest accrued in the current year 1,589,067
Less amortization of gain on defeasance (527 698}
Total expense $4.260 431
NOTE 12 - DEFERRED INFLOWS OF RESOURCES — GAIN ON DEFEASANCE:

The gain on defeasance pertaining o the 2013 and 2016 bond refunding recorded in the District-
Wide Financial Statements as deferred inflows of resources ot June 30, 2017 consisted of the
following:
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2013

Bond Premium 33,975,093

Deferred amounts on refunding {304,495)
Total gain on deficasance 201 3, net of amortization 3.670,598

2016

Bond Premium 3,985,332

Deferred amounts on refunding {1,269,600)
Total gain on defeasance 2016, net of amortization 2,715,642

Total gnin on defeasance, net of amortization £6,246,240

The gain on defeasance on the advanced refunding is being amortized, as 2 reduction of interest
expense on the District-Wide Finencial Statements using the straight-line method over 17 years
and 15 years for the 2013 and 2016 bond refunding, respectively, the remaining time to maturity
of the refunded bonds at time of refunding,

NOTE 13 - N :
A) Plan Description and Benefits Provided:

i} Tenchers' Retirement Svstem

The District participates in the Mew York State Teachers' Retirement System (TRS)
(the System). This is a cost-sharing multiple-employer resirement system. The System
provides retirement benefits as well s death and disability benefiis o plan members
and beneficiaries as authorized by the Educstion Law and the Retirement and Social
Securnity Law of the Siate of New York. The System 15 governed by a 10 member
Board of Trustees. System benefits are established under New York State Law,
Membership is mandatory and automatic for all full-time teachers, teaching assistants,
puidance counsclors, and administrators employed in New York Public Schools and
BOCES who elected to participale in TRS. Once a public employer elects io
participate in the System, the election is irmevocable. The New York State Constitution
provides that pension membership is a contractual relationship and plan benefits cannot
be diminished or impaired. Benefits can be changed for future members only by
enactment of a State statnte. TRS issues a publically available financial report that
contains financial statements and required supplementary information. The report may
be obtained by writing to the New York State Teachers® Retirement System, 10
Corporate Woods Drive, Albany NY 12211-2395 or by referring to the NYSSTR
Comprehensive Annual Financial report which can be found on the System’s website

al WWW.NY5iE.0rg.
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ii) Emplovees’ Retirement System

The District participates in the New York State and Local Employees” Retirement
System (ERS) (the System). This is a cost-shanng multiple —employer retirement
system. The System provides retirement benefits ns well as death and disability
benefits. The net position of the System is held in the New York State Common
Retirement Fund (the Fund), which was established to hold all new assets and record
changes in plan net position allocated o the System. The Comptroller of the State of
Wew York serves as the tustes of the Fund and is the administrative head of the
System. System benefits are established under the provisions of the New York State
Retirement and Sccial Security Law (RSSL). Once a public cmployer elects to
participate in the System, the election is imevocable. The New York State Constitution
provides that pension membership is a contractual relationship and plan benefits cannot
be diminished or impaired. Benefits can be changed for future members only by
enactment of a State statute. The Disirict also participates in the Public Employees’
Group Life [nsurance Plan (GLIP) which provides death benefits in the form of life
insurance, The System is included in the State’s financial report as a pension trust
fund. ERS issues a publicly available report that includes financial statements and
required supplementary information, That report may be obtained by wriling to the
MNew York State and Local Retirement System, 110 State Street, Albany NY 12244 or
by referring to the ERS Comprehensive Annual Report, which can be found at

Jus/retire)

B) Funding Policies:

The Systems are noncontribulory, except as follows:

1. Mew York State Teachers” Retirement System:
a. Employees who joined the system after July 27, 1976
i. Employees contribute 3% of their salary, except that employess in the
system more than ten years are no longer required to contribute,
b. Employees who joined the system on or after January 1, 2010 before Apnl 1,
2012
L. Employees contribute 3.5% of their salary throughout active
membership.
c. Employees who joined the system on or after Apeil 1, 2012
L Empln_-,-m contribute between 3% and 6% dependent upon therr salary
throughout active membership.

2. New York State Employees’ Retirement System

a. Employees who joined the system after July 27, 1976

i. Employess contribute 3% of their salary, except that employees in the

system more than ten years are no longer required te contribute.
b. Employces who joined the system on or afier January 1, 2010 before April 1,
22

i. Employees contribute 3% of their salary throughout active meémbership.

¢. Employess who joined the system on or after April 1, 2012
46
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i. Employees contribute between 3% and 6% dependent upon their salary
throughout active membership.

For ERS, the Comptroller annually certifies the rates expressed &s 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 TRS.

The District contnbutions made to the Systems were equal to 100% of the contributions
required for esch year. The required contributions for the current year and two preceding
years based on covered payroll for the District™s year end were:

NYSTRS NYSERS
2017 § 4494842 $ 362,879
2016 3 5,181,340 3 684,328
20135 5 6,820,635 & 464,002

ind Deferred Outilows and Inflows of

At June 30, 2017, the Distnct reported the following liability for its proportionate share of
the net pension liability for each of the Systems. The net pension liahility was measured as
of March 31, 2017 for ERS and June 30, 2016 for TRS, The total pension liability used 1o
calculate the net pension liability was determined by an actuanial veluation. The District's
proportion of the net pension liability was based on a projection of the District’s long-term
share of contributions to the Systems relative to the projected contributions of all
participating members, actuanially determined. This information was provided by the ERS
and TRS Systemns in reports provided to the District.

ERS RS
Measurement date March 31, 20017 June 30, 2016
Met pension liability £ (1,972564) § (2,712,131)
District's portion of the Plan's total
net pension hability 0.0200032% 0.253224%
Change in proportionate share since
pricr measurement date -0,0014285%  -0.0057960%

For the year ended June 30, 2017, the District recognized pension expense of $4,545,800
for TRS and 51,112,849 for ERS. At June 30, 2017 the District reported deferred outflows
of resources and deferred inflows of resources related 1o pensions from the following
SOUnCes
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EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT

Defemed Ouillows of Beseurces  Defered Inflows of Resounes

ERS IRs ERS IBRS

Differences between expecicd

and actual experence 5 45,4310 3 259345 5 831,032
Changes of assumplions 673,900 ¥ 15450027
Met diffisrence between projected and

aciual camings on penssion plan invesiments ok 00H) i (5, 107
Changes in proporiion and differences belween

the District's contributions ond proponionaie

share ol contributiaons 46 654 443 735 B AT AT
District's contributions subsequent 12 the

measurement dule 254,420 o 4504 B2

§ 1418414 5§ 26485392 5§ GB4O0B4 5 939.5

District contributions subsequent to the measurement date will be recognized as a reduction of
the net pension liability in the year ended June 30, 2017. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized

in pension expense as follows:

ERS JRS
Plan Year ended:
018 § 356286 % 1,946,031
2019 356,286 6,682,137
2020 339,280 5,208,597
2021 (272,849) 2.421,125
Thereafier 2,847,105

3 779,003 5 19,104,995

Actuanal Assumphions

The total pension liability as of the measurement date was determined by using an actuarial
valuation as noted in the table below, with update procedures used to roll forward the total
pension lighility to the measurement date. The actuarial valuations used the following

actuarial assumptions:
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ERS IRS

Measurement date March 31, 2017 Tune 30, 2016
Actuarial valuation date Apri 1, 2016 June 30, 2015
[nierest rate T.0%% T.5%
Salary scak 3.B0%a 4.72% - 1.91%
Cost of Iving adjustments 1.3% amually 1.5% annually
Decremend tables April 1, 2010 - July 1, 2009 -

March 31, 2013 Tune 30, 2014

Systents Experience Systen's Experence

Infation rade 2.50% 2.50%

For ERS, annuitant mortality rates are based on April 1, 2010 — March 31, 2015 System’s
experience with adjustments for montality improvements based on MP-2014. For TRS,
annuitant mortality rates are based plan member experience with adjustments for mortality
improvements based on Society of Actuaries Scale MP-2014, applied on generational
basis.

For ERS, the actuarial assumptions used in the April 1, 2016 valuation are hased on the
results of an actuarial experience study for the period April 1, 2010 — March 31, 2015. For
TRS, the actuarial assumptions used in the June 30, 2015 valuation are based on the resulis
of an actuarial experience study for the period July 1, 2009 - June 30, 201 4.

The long term rate of return on pension plan investments was determined in accordance
with Actuarial Standard of Practice (ASOP) No. 27, Selections of Economic Assumpiions
for Measuring Pension Obligations. ASOP No. 27 provides guidance on the selection of an
appropriate assumed investment rate of return. Consideration was given to expected fufure
real rates of retum (expected retums, net of investment expense and inflation) for each
major asset class, as well as historical investment data and plan performance. Best
estimates of the arithmetic real rates of retum for each major asset class included in the
target asset allocation &5 of the valuation data are sumimanzed below:
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ERS IRS
Valuation Date Apri 1, 2016 June 30, 2015
Long-term Long-term
Target expected real Tarpetl expected real
Allocation  rate of retumn Allocation  rate of return
Assel type
Diomestic eql,.ut}r J6%a 4.55% 37% 6.1%
International equity 14% 6.35% 18% 7.3%
Private equity 10% 7.75% 7% 0.2%
Real estate 10% 5.80% 10%% 5.4%
Absolule return strategies 2% 4.00%
Opportunstic portiolio 3% 5.89%
Real assers 3% 5.54%
Bonds and mortgages 17% 1.31%
Cash 1% -0.25%
Inflation- indexed bonds 4% 1.50%
Domestic fixed ncome securitics 17% 1.0%
Global fited noome securities 2% 0.8%
Morigages B% 3.1%
Short-term 1% 0.1%
100% 100%
Discount Rate

The discount rate used to calculate the total pension lisbility was 7.0% for ERS and 7.5%
for TRS, The projection of cash flows used to determine the discount rate assumes that
contributions from plan members will be made al the curren! contnibulion rates and that
contributions from emplovers will be made at statutorily required rates, actuarially. Based
upon the assumptions, the Systems' fiduciary net position was projected to be available to
make all projected future benefit payments of current plan members. Therefore the long
term expected rate of return on pension plan investments was applied to all periods of
projected bensfit payments to determine the total pension liability.

Sensitivity of the Proportionate Share of the Net Pension Liability o the Discount Rate
Assumption

The following presents the District's proportionate share of the net pension asset/(liability)
calculated using the discount rate of 7.0% for ERS and 7.5% for TRS, as well as what the
District’s proportionate share of the net pension asset/{liability) would be if it were
caleulated using a discount rate that is 1-percentagepoint lower (6.0% for ERS and 6.5%

for TRS ) or |-percentagepoint higher (B.0% for ERS and 8.5% for TRS) than the current
rate:
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1% Current 1%
Decrease Assumption Increase
= ERS 5 {6.0%) {7.0%) {8.0%}
District's proportionate share
of the net pension asset (liability) ($6,299,979) (51,972,564) 51,686,257
1% Current 1%
Decrease Assumption Increase
o RS (6.5%) (7.5%) (8.5%)
District’s proportionate share
of the net pension asset (liahility) (335,385,217  ($2.712,131) $24,692,928
Pension Plan Fidueiary Net Posili

The components of the current-year net pension liability of the employers as of the
respective valuation dates, were as follows:

{Dollars in Thousands)
ERS RS
Vahation date April 1, 2016 June 30, 20135
Emplovers' total pension Eability 5 (177,400,586) 5 (108,577,184)
Plan fiduciary net position 168,004,363 107,506,142
Employers' net pension liability § (9396223 §  (1,071,042)
Ratio of phn fiduciary net position o the
employers' iotal pension lability 94, 70% 99.01%
Payables tp the Pension Plan

For ERS, employer contributions are paid annually based on the System’s fiscal vear
which ends on March 31%¥. Accrued retirement contributions as of June 30, 2017 represent
the projected employer contribution for the period of Apnl 1, 2017 through June 30, 2017
based on paid ERS wages multiplied by the employer's contribution rate, by tier. Accrued
retirement contributions as of June 30, 2017 amounted to §254 428.

For TRS, employer and employee contributions for the fiscal year ended June 30, 2017 are
paid to the System in Seplember, October and November 2017 through a stale aid
intercept, with a balance to be paid by the District, if neesssary. Accrued retirement
contributions as of June 30, 2017 represent employee and employer contributions for the
fizcal year ended June 30, 2017 based on paid TRS wages multiplied by the employer's
contribution rate, by tier and employee contributions for the fiscal year as reported to the
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TRS System. Accrued retirement contributions as of June 30, 2017 amounted to
54,680,044,

A)

B)

Tax Sheltered Annuities:

The Dustrict has adopted o 403(b) plan covering all eligible employees. Employees may
defer up to 100% of their compensation subject to Intemal Revenue Code elective deferral
limitations. The Districl may also make non-elective contributions of certain terminalion
payments based on collectively bargained agreements. Contributions made by the District
and the employees for the year ended June 30, 2017, totaled 781,922 and 51,797,680
respectively.

erred ati

The District has established a deferred compensation plan in accordance with Internal
Revenue Code §457 for all employees. The District makes no contributions into this Flan.
The amount deferred by cligible employees for the year ended June 30, 2017 totaled
$145,430,

NOTE 15~ POST-EMPLOYMENT (HEALTH INSURANCE) BENEFITS:

A)

B}

<)

Plan Description:

The District primarily provides post employment health insurance coverage to retired
employees and their spouses in accordance with the provisions of various employment
contracts. Benefits are provided through the New York State Health Insurance Program
Empire Plan, {The “Plan™) which is a single-employer defined benefit healtheare plan. The
Plan does not issue a stand alone, publicly available report since there are no assets legally
segregated for the sole purpose of paying benefits under the Plan.

F cy:

The contribution requirements of Plan members and the District are established and may
be amended by the Distnct. The required contnbution is based on projected pay-as-you-go
hinancing requirements. For [iscal year 2017, the District contributed 1,246,987 to the
plan. Plan members receiving benefits contributed 0% - 60% 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 anmual reguired contribution of the employer {ARC), an amount actuarially
determined in accordance with the parameters of GASB Bmatement No. 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost cach 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
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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:

Anmml required contribution 5,076,455
Interest on net OPEB obligation 1,397,985
Adjustment o Annual Required Contribution {1,047,219)
Annual OPEB cost (expense) 3,42722]
Contributions made 1,246,987
Increase n net OPEB obligation 4,180,234
Net OPEB obligation-beginning of year 27,959,705
Met OPEB cobligation-end of year $32,139,939

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan and
the net OPEB obligation for 2017, and two preceding years, was as follows:

oy

Percentage
Fiscal Annual of Annual Net
Year OFEB OPEB OPEB Cost OPEB
Ending Cost Contributions _ Contributed Obligation
6304117 £ 5427221 8 1,246,987 23.0% § 32,139,939
6730/16 § 4627499 % 1,247842 27.00 3 27.959.705
RIS § 4,362,021 £ 1,116,445 23.6% § 24 580,043

unded Fumn H

As of July 1, 2016, the most recent actuarial valuation date, the Plan was 0% funded. The
actuanal accrued liability for benefits was $62,376,176 ond the actuanal value of assets
was $0, resulting in an unfunded actuarial accroed liability (UAAL) of 362,376,176, The
eovered payroll (annual payroll of active employees covered by the plan) was $37,045.624
and the ratio of the UAAL to the covered payroll was 164.4%.

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 lo continual revisions as actusl 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 sctuarial value of plan asscts is increasing or
decreasing over time relative (o the actuarial accrued liability for benefits.
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E} Actuarial Methods and Assumptions:

Projections of benefits are hased on the substantive plan (the plan as undersiood by the
emplover and plan members) and include the types of benefits in force at the valuation date
and the historical pattem 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 acerued liabilities and
the actuarial value of assets, consistent with the long-term perspective of the calcuiations.

In the July 1, 2016 actuarial valuation prepared by an outside actuarial firm, the projected
unit credit actuanal cost method was used to value the actuarial accrued liability and
nomnal cost. The actuarial assumptions included a discount rate of 3% and an annual
hesalthcare cost trend rate of 4.70% initially, reduced by decrements to an ultimate rate of
1,84% after 9 years. The UAAL is being amortized using the level dollar amortizaticn
method over a period of 30 vears.

NOTE 16 — RISK MANAGEMENT:

A) General Information:

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
nsks have not excecded commercial insurance coverage for the past three years.

B)  Risk Retention:

The District participates in the East End Workers' Compensation Consortium, a nisk-
retzsined pool, to insure workers' compensation claims. This is a public entity risk poaol
created under Article 5 of the workers' compensation law, to finance lability and nsks
related 1o workers" compensation claims, The District's share of the total undiscounted
liability for incurred but unpaid claims and incurred but not reported claims is $718,214.

The following are the details of the amounts paid from this fund:

2M7 2016
Unpaid claims at beginning of year £1,085,967 £865,975
[ncurred claims and claim adjustment expenses 437,789
Claims paymenis (367,753) {217.797)
Urpaid claims at year end $718.214 $1,085.967
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Public Entity Risk Pool:

The District participates in New York Schools Insurance Reciprocal (NYSIR), a non-risk-
retained public entity risk pool for ite District property and liability insurance coverage.
The pool iz operated for the benefit of individual governmental units located within the
pool’s geographic area, and is considered a self-sustaining risk pool that will provide
coverage for its members. The pool obtains independent coverage for insured evenis and
the District has essentially transferred all related risk to the pool.

E17-C ITME A $

Granis:

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 retum of
funds. Based on prior audits, the district’s administration believes disallowances, if any,
will be immaterial.

As of June 30, 2017, we arc unaware of any pending or threatened litigation or unasscried
claims or assessments against the District which require disclosure.

Encumbrances:

All encumbrances are classified as assigned or restricted fund balance, At June 30, 2017,
the District encumbered the following amounts:

Assigned: Unapproprinted Fund Balance

General Fund
General Suppon £32.591
Instruction 22,036
T 554,621
Restricted:
Capital Projects Fund T88,721
Operating Leases:

The District is committed under various non-cancelable operating leases, primarily for
office equipment. The following is a summary of obligations of government activities
under operating lease payments:
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Fiscal year ended June 30, Total
018 £214,142
019 220,463
2020 220,462
2021 138,698
2022 138,657
2023 231156
Total lease paymenis $955,578

Lease expenditures were §283,320 for the year ended June 30, 201 7.

N - N

The District borrowed 521,800,000 in tax anticipation notes on July 28, 2017 which will mature
on June 22, 2018. The effective net interest rate is 1.1078%, whereas the effective net interest rate
on the previous year’s note was (. 7442%.
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Supplementul Schedale 01

EASTPORT - SOUTH MANOR CENTRAL SCHOCL MSTRICT
REQUIRED SUFPLEMENTARY INFORMATION

SCHEDULE OF REVENUES, EXPERDITURES AND CHAMGES IN FUUND BALANCES-
BUDGET AND ACTUAL- GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 1917

REVENUES

Local Sowrces
Reeal property toxoes
Cigher real property Lax itoms
Payments in liew of laxes
Charges For services
Uge ool muopey & property
Misellanenus

State Sources
Basic fiormuln

VLT lotiery grant

Excess onst aid

BOCES oid

Testhook aid

Compeier sofresre sid
ll'l:rlnl AV Jpan pmgmmnid
Diher snke mid

Fedenl sources
TOTAL REYENUES AND OTHER SOURCES
Approprinied Fund boelanoe

TOTAL REVENUES & APPFROPRIATED
FUND BALANCE

Boduet Bosis of .

Budges sne wlopid on the modifiad seerual basiz of sseountbsyg consiston

Fimnl Badget
Yarinace
Aciual with Budpetary
Original Bedget _ Finod Budget {Budgetury Basis) Actual

544,780,632 544, TROLEID 545,086,331 §305,609
6,603, 10D 601, 100 6,386,712 305397

20,00 T0,000 TED, 158 49,758

| S35 00y 1525 000 1,302,673 (X232
122,764 123,764 33 509 00, 165)

106,230 125504 P, 753 13,847

24 817,033 24 837633 23,376,954 {1.460,639)

4,752,647 4,752.047 4,952,287 159,640
S38E299 J3E8.20% S2I8.TIS (169, 584)
1317578 L3578 1,194,254 (123,320)

205,292 205,592 208,124 LTMG
0, 146 1 144 112 460 (1, 4BE)
11,500 3 50K} 2a12 i1,385)

350 ELTE

28582 29,681

$90 575950 591505, 66 SHE 222,512 151,773,094)

53,789 653,789
500,529,719 £01,249 195

Mote bo Regulred Supplementary Information

with acowvanting prineiples geseraliy pcoepted in the United Sistes of Amerca.
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Suppkmental Scheduls #1

{costinued)
EASTHOET - SOUTH MANOR CENTRAL SCHOOL DISTRICT
REQUIRED SUPFLEMENTARY INFORMATION
SCHEDULE OF REVEMNUES, EXPENDITURES AND CHAMNGES IN FUND BALANCES-
BUDGET AND ACTUAL- GENERAL FUND
FORTHE FISCAL VEAR ENDED JUNE 30, 2017
Yarfanee with
Actanl Year-End Budgeiary Actual
Oviginsl Budger _Flanl Budpes  (Budgetsry Bads) Enmcumbrasces _and Encumbrusces
EXTERNDITLURES
General Suppod
Boamd of educatinn B13 824 36247 E35,TIS £3,532
Cenirel ndminisamiion 340881 340062 137,562 4,0
Finnnce E66, 463 BT, 556 E30,007 31475 35,654
SwiT 219,434 535,504 478,347 0,657
Cemiral services 244,540 6,213,913 5531 45 Tih 31,252
Specil items T4, 104 1351 Taz, 106 13,028
Inseruciianal
tnstnscsion, adm, & g 3,013,446 3,375,543 3,221,000 $3521
Teaching - regular schonl 14,334 602 1955414 213,772 588 135El6
Frograms For chilbdnen wigh
handicopping conditioas 12,713,923 12,313,715 12,028,741 T5 124 509
Orecupsiioss] edacason 1,517,801 1,476,343 419,038 16,539
Tusckenp special schopls 403,850 #00,512 Ao 112,51
Ingtruiional medis 1,809,377 1510345 b, 56 21,561 a2
Papil sorvice B0 00.B68 4/033,554 1,578,055 5,505
Fupil tminspanstio 1,797,544 3,700,120 1,784,501 £437
Employer benelins 16,848,347 18.326,7T50 18,303,151 17,554
Db service
Db service - prncipal E.362,711 EA97. T BAYLTLE -
et service - inieres 4,714,549 4,054,549 465,697 a3
TOTAL EXPENDITURES )5 1,706 P13 A54 B9,BER.502 54627 1 256,325
Other Finamcimg Ulses
Trunsfers o olher fnds | 14943 113541 AL .
TOTAL EXPENMDMTURES AND OTHER USES 00,620,733 S'!IIJ-WIH'S #0833 443 554637 !ili“‘“ﬂi
HNET CHANGE IN FUND BALANCES {11 E5.931)
Met change i fund balances (1,1 15.931)
FUND BALANCES - BEGINNING OF YEAR G| 3357
FUND BALANCES - EMD OF YEAR | 0 G 6

Motc ta Regsired Supplementary Informablen

Badpets me ndopled on e modileed ancrual basis of scoounbing consistenl
with secoaniing principics generally proepied in ihe Unied Stmes of Americe

i
See Porsgraph un Suppbesyemary Schedude lnclhuded in Susditon’s Repon



Supplemental Schedule 82

EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING FROGRESS FOR OTHER POST-EMPLOYMENT BENEFTTS (DFEB)

JUNE 30, 2017
Lrnfusded
Lizbiliny ag a
Actuarial Perceninge of
Valustion Value ol Accrued Linfusded Fisnded Covered Covered
Diate Assels Liahility Liability Ratin Payvrall Parrndl
Tuly 1, 2016 0 £62,376,1 76 FE2ATE1TE 0.0%% 17945674 164 4%
July 1, 2004 g0 S48, 700 717 £48, 709,727 0.0%% £37.434 650 130.4%
July 1, 2012 0 T44 B30 360 £44 B30 360 0.0%% £38,747, 763 125.5%
0

See Paragraph on Supplementary Schedules Included in Auditors Report



EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

Supplemental Schedule A3

SCHETWILE OF MSTRICT'S FROFORTIONATE SHARE OF THE NET PENSION ASSET (LIABILITY)

FOR THE FISCAL YEARS ENDED JUNE 30, *

MYSERS Peasdan Plan
2017 201 045 atld
Dhstrict's propoiion of the pet pension assel {lisbdlity) 0020993 2% 0022421 T 0.021961 8% FELFRR LT B
Diserien’s proponkoants dhare ofhe ne pension nsses (bl (51,972 304} (53,299 745) (740, %12) (5992.421)
DHistrici's covered payroll 56,050,307 56,145 80] B5.093,029 £5.821,975
Districd's proporionnés share ol the net pension as=et |linbdliby)
nsn perceninge of it covered -ermployee payrall 12600 SHS6% 12.38% -1
Plan fidusinry ret position a7 @ perceninge of tlve tolal pension osset (linb#ity) 04, TO%% 0 6EY 07957 720
MYSTRS Pension Flan
] 218 013 i
District's proporticn of (ke net pension aase {liabil®y) 0L.253224% 0. 2590108 0262 TR0% L e L
Disirict’s proporticnade share of thee net pension sigel [liakiling} (E2.712,131) £36.903 05 $10. 266 268 51,544 300
Drigiricts coversd payrol| 4418 Bk F40,135, 543 540, 161 0ma 537902373
Dizirict's proportionsie share of the nel pension xeset {liabiliny) 4.71% -h703% TLRM™a 434°%,
a4 p percensape of 18 coversd -employer payrol]
Plun fiduciary net position as o percentage of the 1ol pension assen | liabiling 99.01% 10464 111.44% 100.70%

* The amounts presented Tor ench fiscnl yerr were determimed 25 of the messwrernent dotes of the plans,

LH
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EASTPORT SOUTH MANDR CENTERAL SCINWH, METERCT
REQUIRED SUPILEMENTARY INPORMATION
SOHEDULE OF METRICTS CONT RENUTHINS

FOHE THIE FESCAL VEARS ENDEDR JITVE M,

Sagplcmrninl bchrdule 4

WYSERS Peridga Flsn
b 1) piL ] L il [} . Tk ] 2013 IEL il IS il )
Conmouslly regoesd comnbioson ¥ REZEMR § UE4108 § D§ngay £ nMa § LOTTEAR & mEE 5 al4.509  § nrs % L ELI ¢ NisE0T
Coirilanrioes L reld oo o e oo Ronaily
wexpumrwl comin buson HRLE™N QEL YT Qa0 Y 1B N |.|m,g L IR RS flld, 598 Jirsal e 145 ANEET
Comiribuiue dediciony |eaios) 5 = 5 = 5 = ] = k3 = ] = 5 - 3 = 5 = 5 =
Disncfy coversd emploves gl I OARINAM § &INMY I &00X §F SESIIM OF O ESEIOST Y SSOTAM OF O SNRTR §F  AERR4AT 0§ TITATI? 0§ 416682
Conwribalun & 3 poresalage ol covertl
WM‘H" [ 1553% 15.94% [E 5 1B 5T (BN (B | B4 35 144
MY STHS Peminn Flan
Ay FIELY FLIE] a4 A3 H Pl LA L] s L.
Cenirarually reguined comeieanng 4 § Riapds § AEXMAAE 0§ AMMGRT O 43KRaT 0§ L7MaSN B ZEREN™ § 1o 5 2A04RD § 0 R TIRAA
Covirkmiions 3 melstioe 1o the congscaally
i conEibation . 4AMEZ RIRLMO0  GEMEIS  BIOSIET 4332417 1705 53 pAL gy ] p T 2,343 i3 PRERS 1
Crainfturion deficsmcy | oorom) ] - b - b1 - 5 - 5 - § - 3 - L] - k] - b3 -
Demipicts covesed employee payrol| T MESEANS § A0AMEWeE  F 401053 § A00A40T4 5 17E0RITE K JERMNDES § MLTISOIN 5 RSB §F AW 5 33,137506
Cosipitaulions 31 8 pereniags ol soremed
ek s 1,55% 1281% 1659 15 TP 11 10T ] L T4 By
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Supplemental Schedule #5

EASTPORT - 50UTH MANOR CENTRAL SCHODL DISTRICT
SUPFLEMENTARY INFORMATION
SCHEDULE OF CHANGE FROM ADOFTED BUDGET TO FINAL BUDGET
AND THE REAL PROFERTY TAX LIMIT
JUNE M), 2017

CHANGE FROM ADOPFTED BUDGET TO FINAL BUDGET

Adopted Budge: 290,575,950

Add- Pror year's encumbrances 53,789

Original Budgel 00,639,739
Budget revisions:

Donations 19,456

Transporiation expenses &0, 000

Workers' compensalion expenses 70,0

Employee benefil expenses 450,000

Final Budget 301,240,393

SECTION 1318 OF REAL PROPERTY TAX LAW LIMIT CALCULATION

201 7-2018 valer ;.pp.'n\red u;pl:mlilm hudiﬂ 102822 1840
P asimem allowed (4% of the 2001 7-201 & budger) HITIEI I

General Fund Fund Balance Subject 1o Section 1318 of
Real Property Tax Law:

Unresincted fund balance:

Assipned fund balance £1.005,181
Unnssigned fund balance 2079838
Total unrestricied fund balance 3085019
Lesa:
Approprinied fund balance 950,554
Encumbrances incheded in assigned fund balance 54,627
Total adjustments |, 005,081

CGeneral Fund Fund Balance Subject o Section 1318

of Real Property Tax Law 52070838
Actual percentage 2.4%
62

See Pampgmaph on Supplementary Schedules Included in Auditor's Repart



Supplemental Sehedule #6

EASTPORT - SOUTH MAROR CENTRAL SCHOOL DMSTRICT
SUPPLEMENTARY INFORMATION
SCHEDULE OF FROJECT EXFENDITURES- CAFMTAL PROJECTS FUND

JUNE 30, 2007
Iethody ol
Finonclmg Fani
Original Rewiiedl Expesilitire o Dae Uienpended Proceedls Balamce
Project Tiile _Approprintion _Appreprintion Prior Yesr's Current Yesr Tt Bslance ol Chalkgetiony Tantal Jumg 38, 2017
EShd Pliaac 3 $6i0E35.008 £60,835 {10 LA T $280,004 £59.358.710 51,476,690 Sill B35 HE 560,535,000 514764690
Toiad _ﬂiﬂ_ﬂ Elﬂliﬂ Elllﬁig Eﬂ{ﬁli EﬂIEEJ!D 51,476,690 gﬁulim !EIM SH! !! -i'l'{rﬂ
Lix ]

See MFamgraph on Requeied Supplemeniary Infermation Inchadal in Audior's Report



Supplemeninl Scheduale #7

EASTPORT - SOUTH MANOR CENTRAL SCHOOL DISTRICT
SUPFLEMENTARY INFORMATION
NET INVESTMENT IN CAPITAL ASSETS

JUNE 340, 2017

Capital assels, nel 5169,506, 589
Deduact:

Gzin on defeasance (6,386, 240)

Short-term portion of bonds pavabie §&,090,000

Long-term portion of bonds payable 113,365,000

Short-term portion of energy performance contract 440,335

Long-term portion of energy performance contract 5791.7M12

Less: Unspent bond proceeds {1,476 600) {126,710,357)
Met investment in capital assets $35,409,992
4

See Poragraph on Supplementary Schedules Included in Auditor's Report
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‘ BB iccounants £ Consultants for Ower 75 years Alexandria M., Bataglia, CPA

[NDEPENDENT AUDITOR'S 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 AUINTING STANDARDS

To the Board of Education
Eastporn - South Manor Ceniral Schoal District

We have audiled, in accordance with the auditing standards penerally accepted in the United States of America and
the standards applicable to linancial audits contained in Government duditing Standardy, issued by the Comptroller
General of the United States, the financial stalements of the govemmental sclivities, each major fund, and the
Nduciary funds of the Eastport - South Manor Central School District, a5 of and for the fiscel vear ended June 30,
2017, and the related notes o the flnancial statements, which collectively comprise the Eastpon - South Manor
Central School District’s basic financial statemenis, and have issued our report thereon dated October 11, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Eastport - South Manor Central
School District’s infernal control over financial reporting (internal contral) 1o detenmine the audit procedures that are
approprisle in the circumstances for the purpose of expressing our opinions on the linancial statements, bul nod Dor
the purpose of expressing an opinion on the effectiveness of the Eastport - South Manor Central School District’s
internal control. Accordingly, we do noi express an opinion on the effectivencss of the Eastport - South Manor
Central School Distriet"s internal control.

A deficiency in internal control exists when the design or operation of & control does not allpw management or
employees, in the normol course of performing their assigned functions, to prevenl, or detect and comect
migstatements on & timely basis. A materinl weaknesr is a deficiency, or a combination of deficiensies, in intermal
control, such that there is a reasonable possibility that @ material misstatement of the entity’s financial statements will
ool be prevented, or detected and corecled on a tmely basis. A significant deficiency is a deficiency, or a
combination of deficiencics, in intermal control that is less severe than a matcrial weakness, yed imponan enough (o
merit attention by those charged with governance

Chur consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed o identify all deficiencies in inlemal conirol thal might be material weaknesses or significant
deficiencies. Given these limutations, dunng our audit we did not identify any deficiencies in internal control that we
consider 1o be material weaknesses. However, matérial weaknesges may exist that have not been identified.

Compliance and Other Matters

As part of obtaiming reasonable assurance ebout whether the Eastport - South Manor Central School Distmict’s
hinancial statements are fee [rom materal misstatement, we perfommed lesis of its complinnce with cerain
provisions of laws, repulations, contracis, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on complisnce
with those provisions was nol an objective of our sudit, and accordingly, we do nol express such an opinion. The
results of our tesls diszlosed no instances of noncompliance or other matters that are required to be reporied under
Governmamnt Auditing Standards.

ISLANDIA: 3033 EXPRESS DRIVE NORTH, SUITE 100 + ISLANDIA, NY 11749
WHITE PLAINS: S0 MAIN STREET, SUITE 1000 » WHITE PLAINS, NY 10606
PHONE: (63 1) 234-4444 » Fax: (631) 234-4234

www.rsabrams.com




Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of intemal conirol and compliance and the
results of thal testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Srandards
m considering the entity's indermal control and compliance. Aceordingly, this communication 15 nol suitable for any

other purpose.

K 3 Qbaoa #Co 8

R.S. Abrams & Co., LLP
Elandia, NY
Ostober 11, 2017



APPENDIX D

FORM OF APPROVING LEGAL OPINION OF BOND COUNSEL



July 26, 2018

The Board of Education of
Eastport-South Manor Central School District, in the
County of Suffolk, New Y ork

Ladies and Gentlemen:

We have acted as Bond Counsel to the Eastport-South Manor Central School
Digtrict (the “School District”), in the County of Suffolk, New Y ork, a school district of the State
of New York, and have examined a record of proceedings relating to the authorization, sale, and
issuance of the $10,300,000 Tax Anticipation Note for 2018-2019 Taxes (the “Note”), dated and
delivered on the date hereof.

We have examined a record of proceedings relating to the Notes for purposes of
this opinion. In such examination, we have assumed the genuineness of all signatures, the
authenticity of all documents submitted to us as originals and the conformity with originals of all
documents submitted to us as copies thereof.

Based upon and subject to the foregoing, and in reliance thereon, as of the date
hereof, we are of the following opinions:

1 The Notes are valid and legally binding general obligations of the School
District for which the School District has validly pledged itsfaith and credit and, unless paid from
other sources, al the taxable real property within the School District is subject to the levy of ad
valorem real estate taxesto pay the Note and interest thereon subject to certain statutory limitations
imposed under Chapter 97 of the New York Laws of 2011, as amended. The enforceability of
rights or remedies with respect to such Notes may be limited by bankruptcy, insolvency, or other
laws affecting creditors’ rights or remedies heretofore or hereafter enacted.

2. Under existing statutes and court decisions and assuming continuing compliance
with certain tax certifications described herein, (i) interest on the Notes is excluded from gross
income for federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of
1986, as amended (the “Code”), and (ii) interest on the Notesis not treated as a preference item in
calculating the alternative minimum tax under the Code; such interest, however, isincluded in the
adjusted current earnings of certain corporations for purposes of calculating the alternative
minimum tax imposed for taxable years beginning prior to January 1, 2018.

The Code establishes certain requirements that must be met subsequent to the
issuance of the Notes in order that the interest on the Notes be and remain excludable from gross
income under Section 103 of the Code. These requirements include, but are not limited to,



requirements relating to the use and expenditure of proceeds of the Notes, restrictions on the
investment of proceeds of the Notes prior to expenditure and the requirement that certain earnings
be rebated to the federal government. Noncompliance with such requirements may cause the
interest on the Notes to become subject to federal income taxation retroactive to the date of
issuance thereof, irrespective of the date on which such noncompliance occurs or is ascertained.

On the date of issuance of the Notes, the School District will execute a Tax
Certificate relating to the Notes containing provisions and procedures pursuant to which such
reguirements can be satisfied. In executing the Tax Certificate, the School District represents that
it will comply with the provisions and procedures set forth therein and that it will do and perform
all acts and things necessary or desirable to assure that the interest on the Notes will, for federal
income tax purposes, be excluded from gross income.

In rendering the opinion in this paragraph 2, we have relied upon and assumed (i)
the material accuracy of the School District’s representations, statements of intention and
reasonabl e expectations, and certifications of fact contained in the Tax Certificate with respect to
matters affecting the status of the interest on the Notes, and (ii) compliance by the School District
with the procedures and representations set forth in the Tax Certificate as to such tax matters.

3. Under existing statutes, interest on the Notes is exempt from personal
income taxes of New Y ork State and its political subdivisions, including The City of New Y ork.

Except as stated above, we express no opinion as to any other federal, state or local
tax consequences arising with respect to the Notes or the ownership or disposition thereof. We
render our opinion under existing statutes and court decisions as of the date hereof, and we assume
no obligation to update, revise or supplement this opinion to reflect any action hereafter taken or
not taken, for any facts or circumstances or for any other reason. We express no opinion asto the
consequence of any change in law or interpretation thereof, or otherwise, that may hereafter be
enacted, arise or occur, and we note that such changes may take place or be proposed from timeto
time. We express no opinion on the effect of any action hereafter taken or not taken in reliance
upon an opinion of other counsel as to the exclusion from gross income for federal income tax
purposes of interest on the Notes, or under state and local tax laws.

We give no assurances as to the adequacy, sufficiency or completeness of the
Preliminary Official Statement and/or Official Statement relating to the Notes or any proceedings,
reports, correspondence, financial statements or other documents, containing financial or other
information relative to the School District which have been or may hereafter be furnished or
disclosed to purchasers of ownership interest in said Note.

Very truly yours,



APPENDIX E

FORM OF EVENTSNOTICE UNDERTAKING



UNDERTAKING TO PROVIDE NOTICESOF EVENTS

Section 1. Definitions

“EMMA” shall mean the Electronic Municipa Market Access System
implemented by the MSRB.

“GAAP” shall mean generally accepted accounting principles as in effect from time
to time in the United States.

“Holder” shall mean any registered owner of the Securities and any beneficial
owner of Securities within the meaning of Rule 13d-3 under the Securities Exchange Act of 1934.

“Issuer” shall mean the Eastport-South Manor Central School District, in the
County of Suffolk, a School District of the State of New Y ork.

“MSRB” shall mean the Municipal Securities Rulemaking Board established in
accordance with the provisions of Section 15B(b)(1) of the Securities Exchange Act of 1934.

“Purchaser” shall mean the financial institution referred to in the Certificate of
Determination, executed by the President of the School Board as of July 26, 2018.

“Rule 15¢2-12” shall mean Rule 15¢2-12 under the Securities Exchange Act of
1934, as amended through the date of this Undertaking, including any officia interpretations
thereof.

“Securities” shall mean the Issuer’s $10,300,000 Tax Anticipation Notes for 2018-
2019 Taxes, dated July 26, 2018, maturing on June 25, 2019, and delivered on the date hereof.

Section 2. Obligation to Provide Notices of Events. (a) The Issuer hereby
undertakes, for the benefit of Holders of the Securities, to provide or cause to be provided to the
Electronic Municipal Market Access (“EMMA”) System implemented by the Municipal Securities
Rulemaking Board established pursuant to Section 15B(b)(1) of the Securities Exchange Act of
1934, or any successor thereto or to the functions of such Board contemplated by the Undertaking,
in atimely manner, not in excess of ten (10) business days after the occurrence of any such event,
notice of any of the following events with respect to the Securities:

(1) principal and interest payment delinquencies;
(2) non-payment related defaults, if materia;

(3) unscheduled draws on debt service reserves reflecting financial
difficulties;

(4) unscheduled draws on credit enhancements reflecting financial
difficulties;

(5) substitution of credit or liquidity providers, or their failure to perform;



(6)

(")
(8)
9)
(10)

(11)

(12)

(13)

(14)

adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB) or other material notices of determinations with
respect to the tax status of the Securities, or other material events
affecting the tax status of the Securities,

modifications to rights of Securities holders, if material;
Bond calls, if material, and tender offers;
defeasances,

release, substitution, or sale of property securing repayment of the
Securities, if material;

rating changes;
bankruptcy, insolvency, receivership or similar event of the Issuer;

Note to clause (12): For the purposes of the event identified in clause
(12) above, the event is considered to occur when any of the following
occur: the appointment of areceiver, fiscal agent or similar officer for
the Issuer in a proceeding under the U.S. Bankruptcy Code or in any
other proceeding under state or federal law in which a court or
government authority has assumed jurisdiction over substantialy all of
the assets or business of the Issuer, or if such jurisdiction has been
assumed by |eaving the existing governing body and officials or officers
in possession but subject to the supervision and orders of a court or
governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental
authority having supervision or jurisdiction over substantially all of the
assets or business of the Issuer;

the consummation of a merger, consolidation, or acquisition involving
the Issuer or the sale of al or substantially all of the assets of the Issuer,
other than in the ordinary course of business, the entry into a definitive
agreement to undertake such an action or the termination of adefinitive
agreement relating to any such actions, other than pursuant to its terms,
if material; and

appointment of a successor or additional trustee or the change of name
of atrustee, if material.

(b) Nothing herein shall be deemed to prevent the Issuer from disseminating
any other information in addition to that required hereby in the manner set forth herein or in any
other manner. If the Issuer disseminates any such additional information, the Issuer shall have no
obligation to update such information or include it in any future materials disseminated hereunder.



(© Nothing herein shall be deemed to prevent the Issuer from providing notice
of the occurrence of certain other events, in addition to those listed above, if the Issuer determines
that any such other event is material with respect to the Securities; but the Issuer does not undertake
to commit to provide any such notice of the occurrence of any event except those events listed
above.

Section 3. Remedies. If the Issuer shall fail to comply with any provision of this
Undertaking, then any Holder of Securities may enforce, for the equal benefit and protection of all
Holders similarly situated, by mandamus or other suit or proceeding at law or in equity, this
Undertaking against the Issuer and any of the officers, agents and employees of the Issuer, and
may compel the Issuer or any such officers, agents or employees to perform and carry out their
duties under this Undertaking; provided that the sole and exclusive remedy for breach of this
Undertaking shall be an action to compel specific performance of the obligations of the Issuer
hereunder and no person or entity shall be entitled to recover monetary damages hereunder under
any circumstances. Failure to comply with any provision of this Undertaking shall not constitute
an event of default on the Securities.

Section 4. Partiesin Interest. ThisUndertaking is executed to assist the Purchaser
to comply with (b)(5) of the Rule and is delivered for the benefit of the Holders. No other person
shall have any right to enforce the provisions hereof or any other rights hereunder.

Section 5. Amendments. Without the consent of any holders of Securities, the
Issuer at any time and from time to time may enter into any amendments or changes to this
Undertaking for any of the following purposes:

@ to comply with or conform to any changes in Rule 15¢c2-12 (whether
required or optional);

(b) to add a dissemination agent for the information required to be provided
hereby and to make any necessary or desirable provisions with respect
thereto;

(© to evidence the succession of another person to the Issuer and the
assumption of any such successor of the duties of the Issuer hereunder;

(d) to add to the duties of the Issuer for the benefit of the Holders, or to
surrender any right or power herein conferred upon the Issuer;

(e to cure any ambiguity, to correct or supplement any provision hereof which
may be inconsistent with any other provision hereof, or to make any other
provisions with respect to matters or questions arising under this
Undertaking which, in each case, comply with Rule 15¢2-12 or Rule 15c2-
12 asin effect at the time of such amendment or change;

provided that no such action pursuant to this Section 5 shall adversely affect the interests of the
Holders in any materia respect. In making such determination, the Issuer shall rely upon an
opinion of nationally recognized bond counsal.



Section 6. Termination. ThisUndertaking shall remaininfull force and effect until
such time as all principal, redemption premiums, if any, and interest on the Securities shall have
been paid in full or the Securities shall have otherwise been paid or legally defeased in accordance
with their terms. Upon any such legal defeasance, the Issuer shall provide notice of such
defeasance to the EMMA System. Such notice shall state whether the Securities have been
defeased to maturity or to redemption and the timing of such maturity or redemption.

Section 7. Undertaking to Constitute Written Agreement or Contract. This
Undertaking shall congtitute the written agreement or contract for the benefit of Holders of
Securities, as contemplated under Rule 15¢2-12.

Section 8. Governing Law. ThisUndertaking shall be governed by the laws of the
State of New Y ork determined without regard to principles of conflict of law.

IN WITNESS WHEREOF, the undersigned has duly authorized, executed and
delivered this Undertaking as of July 26, 2018.

EASTPORT-SOUTH MANOR CENTRAL SCHOOL
DISTRICT

By

President of the Board of Education
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