











NORTHPORT-EAST NORTHPORT UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2018

LR

statements for BOCVE'S are available from the BOCES administrative offices at 507 Deer Park Road,
P.0. Box 8007, Huntington Station, New York 11746-9007,

6. DUE FROM STATE AND FEDERAL AID
Due from state and federal aid at June 30, 2018, consisted of;

General Fund:

Excess Cost Ald $ 661,381

BOCES Ad 2,023,655
Total General Fund 2,685,037
Special Aid Fund:

Fedaral and State Grants 996,474
Capital Projects Fund;

EXCEL Aid 172,182

SMART Schools Bond Act 417,378
Total Capital Projects Fund 589,660
Total Due from State and Federal § 4,271,071

7. DUE FROM OTHER GOVERNMENTS

Due from other governments at June 30, 2018, consisted of:

General Fund:

Tuition from other Districts $ 212,303
BOCES 5,000
RS Refunds 480

$ 218,783
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8. CAPITAL ASSETS

FeEAS 1 NURTPIFURK] UNIUN FREE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS -
Year Ended June 30, 2018 -

Cépital asset balances and activiiy for the year ended Juné 30, 2018 were as follows:

Govarnmental activities:

Balance
July 1, 2017 Additions

Relirements/

Balance

Reclassifications June 30, 2018

Captial assets that are not depreciated:

Land $ 1,338,364 $ 1,336,364
Construction in progress 8,765,480 11,458,780 {14,401,455) 5,820,815
Total nondepreciable assets 10,101,854 11,456,780 (14,401,455) 7,157,179
Capital assels that are depreciated:
Buildings and improvemenis 92,750,114 13,343,256 106,093,370
Site improvements 3,037,002 1,058,199 4,095,201
Furniture, equipment and vehicles 7,003,111 627,954 (79,081) __ 7,551,984
Total depreciable assets 102,790,227 15,029,409 {79,081) 117,740,586
Less accumulated depreciation: _
Buildings and improvements 44,972,362 2,336,730 47,309,082
Site improvements 2,024,697 151,808 2,181,503
Furniture, equipment and vehicles 4,910,282 438,870 (63,758) 5,286,184
Total accumulated depreciation 51,912,341 2,028,206 (63,758) 54,776,789
Total capital assets being depreciated, net 50,877,886 12,101,203 (15,323) 62,963,766
Total capital assets, net $ 50,979,740 523,557,983  $(14,416,778) $70,120,945
Depreciation expense and loss on disposal was charged to gavernmental functions as follows:
General stpport $ 500,861
Instruction 2,310,691
Pupil Transportation 1 15_.9_35
Community service 9,704
School Food Service 6,338
Total governmental activities depreciation expense $ 2,943,529

The District evaluates prominent evenis or changes in circumstances affecting capital assets to
determine whether impairment of a capital asset has occurred. The District's policy is to record an
impairment loss in the period when the District determines that the carrying amount of the asset will
not be recoverable. At June 30, 2018, the District has not recorded any such impairment losses.
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9. INTERFUND TRANSACTIONS '

Interfund balances and activities at June 30, 2018, are as follows’

Interfund interfund

Receivable Payable Revenues Expenditures
General Fund $ 2,366,465 $ 5,027,075 $ 3,100,814
Special Aid Fund 563,341 2,355,693 $ 614,326
School Food Service Fund 19,588 10,771 119,588
Capital Projects Fund 4,444,145 2,367,000

7,393,539 7,393,539 $ 3,100,914 $ 3,100,914

General Fund 203,371
Agency Fund 203,371

$ 7596910 § 7,506,810

Interfund receivables and payables, other than between governmental activities and fiduciary funds,
are eliminatéd on the Statement of Net Position.

The District typically loans resources between funds for the purpose of mitigating the effects of
transient cash flow issues. All interfund payables are expected ta be repaid within one year.

The District typically transfers from the general fund to the special aid fund, school food service fund
and the capital projects fund in accordance with the general fund budget. The transfer to the special
aid fund was for the District’s share of the cost for the summer handicapped program and 4201
program. The transfer to the school food service fund was to fund current and prior year losses. The
transfer to the capital projects fund was for District-wide improvements.

10. SHORT-TERM DEBT
Transactions in short-term debt for the year are summarized below:

Balance Balance
July 1, 2017 Issued Redeemed WJune 30, 2018

TAN matured 6/27/18 at 2.00% $ -0-  $ 32,500,000 $ 32,500,000 $ -0-

Interest paid on short-term debt for the year was $525,417. The premium recelved for the year
was $242,127, resulting in a net interest cost of $283,200,
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NORTHPORT-EAST NORTHPORT UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2018
- 11.LONG-TERM DEBT

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

Non-curent
Beginning Ending Habilities due
balance Additions Reduictions balance within one year
Goveminenlal activities: '
Bonds Payable:
General ohligation bonds $ 12,465,000 $ 1935000 § 10530000 $ 1,9585000
Other liabliitles:
Energy performance contract 12,465,658 390,096 12,074,663 585,722
Compensaled absences 6,495,249 594,008 842,398 6,246,857 312,343
‘Workers’ compensalion 3458,477 764,123 1,319,015 2,804,585 575,000
Total GPEB Nlablliy * 201,637,938 16,156,065 5,146,108 212,647,885
Nat Pension Liability -
proportionale share 9,353,801 7,777,244 1,576,557
Total lang-term liabiliies $ 245877924 % 17.514,194 § 17410761  § 245980557 § 3448065

* Beginning balance, as restatad

The general fund has typicaly been used to liquidate compensated absences, workers'
compensation, other postemployment benefits, and pension liabilities when they become due.

Existing serial bond obligations:

Description _ Outstanding

of ssue issue Date Final Maturity  Interest Rate at 6/30/18
Serial bond - refunding ~ February 2013 April 2022 2.00-400% $ 6,505,000
Serial bond - refunding  February 2013 August 2025  2.00-4.00% 4,025,000
$ 10,530,000

The following is a summary of debt service requirements:

Principal Interest Total

Fiscal year ended June 30,2018 $ 1,995000 $ 394,650 §$ 2,380,650

2020 2,050,000 332,300 2,382,300
2021 2,125,000 249,900 2,374,900
2022 2,195,000 164,600 2,359,600
2023 510,000 76,400 586,400
2024-2026 1,655,000 101,100 1,756,100

Total $ 10,530,000 $ 1.318,950 _$ 11,848,950

The District entered into an agreement for an energy performance contract on October 21, 2016 for
$12,465,659. The proceeds will be used for various capital improvements and are being financed
over 18 years at an interest rate of 3.20%, maturing September 2034, The assels and related
obiigations are accounted for in the government-wide financial statements and are included in the
summary for capital assets,
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The following is a summary of energy performance contract obligations: .

Principal Interest Total

Fiscal year ended June 30,2018 $ 565722 § 381,899 § 947621

2020 583,970 363,651 947,621
2021 602,806 344,815 947,621
2022 622,250 325,371 047,621
2023 642,322 305,299 947,621
2024-2028 3,536,083 1,202,023 4,738,106
2029-2033 4,144,380 593,726 4,738,106
2034-2035 1,377,130 44,302 1,421,432

Total § 12,074663 §$ 3,561,086 $ 15,635,749

Interest on fong-term debt for the year ended June 30, 2018 was composed of:

interest paid $ 1,009,549
Less: interest accrued in the prior year (418,038)
Pius: interest accrued in the current year _ 239,110
Total interest expense on long-term debt 3 830,621

12. PENSION PLANS
A. Pension Obligations

The District participates in New York State and Local Employees’ Retirement System {ERS)
and the New York State Teachers' Retirement (TRS) (the Systems).

B. Plan Descriptions and Benefits Provided

Teachers' Retirement System (TRS)

The District participates in the New York State Teachers' Retirement System (TRS). This'is a
cost-sharing multiple-employer retirement system. The System prowdes retirement bensfits
as well as, death and disability benefits to plan members and beneficiaries as authorized by
the Education Law and the Retirement and Social Security Law of the State of New York.
The System is 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, guidance counselors and administrators employed in
New York Public Schools and BOCES who elected to participate In TRS. Once & public
employer elects to participate in the System, the election is irrevocable. 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. Additional information regarding the System, may be obtained
by writing to the New York State Teachers' Retirement System, 10 Corporate Woods Drive,
Albany, NY 122112385 or by referring to the NYSSTR Comprehensive Annual Financial
report which can be found on the System's website at www.nystrs.org.
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Emplovees' Retirement Syétem (ERS)

The District participates in the New York State and Lacal Employees’ Retirement System
(ERS). This is a cost-sharing muitiple-employer retirement system. The System provides
retirement benefits as 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 net assets and record changes in plan net position allocated to the System.

The Comptroller of the State of New York serves as the trustee 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 Social Security Law (RSSL). Once a public employer
elects to pariicipate in the System, the election is irevocable. The New York State
Constitution provides that pension membership is a contractual relationship and plan bensfits
cannot be diminished or impaired. Benefits can be changed for future members only by
enactment of a State stalute. The District also par_ticipates in the Public Employses'- Group.
Life Insurance Plan (GLEF‘) 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. That repor,
including information with regard to benefits provided, may be found at
www.osc.state.ny.us/retire/publications/index.php or obtained by writing to the New York
State and Local Retirement System, 110 State Street, Albany, NY 12244,

C. Funding Policies

The Systems are noncontributory except for employees who joined after July 27, 1976, who
contribute 3 percent of their salary for the first ten years of membership, and employees who
joined on or after January 1, 2010 who contribute 3.0 {(ERS) to 3.5 (TRS) percent of their
salary for their .entire length ‘of service. In addition, employee contribution rates that joined
after April 1, 2012 are required to contribute between 3% and 6% depending on their salary
through active membership, For ERS, the Compiroller annually cerlifies the actuarially
determined rates expressiy used in computing the employers’ contributions based on
salaries paid during the Systerns’ fiscal year ending March 31. For TRS, contribution rates
are established annually by the New York State Teachérs’ Retirement Board pursuant to
Article 11 of the Education law,

Contributions for the current year and two preceding years were equal to 100 percent of the
contributions required, and were as follows:

Year ERS _ TRS
2017-2018 $ 2,480,484 § 6,769,019
20182017 2,462,134 7,856,255
2015-2016 2,606,198 8,613,769

D. Pension Liabilities, Assets, Pension Expense, Deferred Outflows and Inflows of
Resources Related to Pensions

At June 30, 2018, the District reported the fallowing asset/(liability) for its proportionate share
of the net pension asset/{liability) for each of the Systems. The net pension asse!l(habllit'y)
were measured as of March 31, 2018 for ERS and June 30, 2017 for TRS. The total pension
asset/(liability) used to calcutate the net pension assetf(llabiltty) was determined by an
actuarial valuation. The District's proportion of the net pension asset/(liability) was based on
a projection of the District's long-term share of contributions to the Systems relative to the

-44 -




NORTHPORT-EAST NORTHPORT UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2018

projected contributions of all participating members, actuarially determined. This information
was provided by the ERS and TRS Systems in reports provided to the District.

ERS TRS
Measurement date March 31, 2018 June 30, 2017
Net pension asset/{fiability) $ (1,676557) § 3,214,018
District's portion of the Plan's total
net penslon asset/(liability) 0.0488485% 0.4228420%
Change in proportion since the
prior measurement date -0.0010944 -0.0123470

For the year ended June 30, 2018, the District’s recognized pension expense of $2,285,244
for ERS and $8,189,642 for TRS, At June 30, 2018 the District reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

_Deferred Qutflows of Resources _Deferred Inflows of Resources

ERS 1RS ERS TRS

Differences between axpected

and actual experience $ BA2307 B 2644347 F 464669 3 1,253,108
Changes of gssumptions 1,045,387 32,703,258
Net difference between projected and

actual earnings on pension plan investments 2,280,824 4,519,883 7,569,942
Changes in proportion and differences

betwean the Districl's contributions and

proportionate share of contributions 1,017,577 1,335,674 75,217 638,346
District's contributions subsequent to

the measurement date 750,673 6,777,065
Tolal $ 5665768 § 43480344 $ 5059769 § 9.461.396

The District's contributions subsequent to {he measurement date will be recognized as &
reductionfincrease of the net pension liability/asset in the year ending June 30, 2018, Other
ammounts reported as deferred outflows of resources and deferred inflows of resaurces
related to pensions will be recognized in pension expense as follows:

ERS TRS
Yearending June 30,2018 § 716760 § 852,979
‘ 2020 525,585 8,761,498
2021 {954,915) 6,300,928
2022 {432,104) 1,648,307
2023 -0- 5,282,913
Thereafler -0 3,377,268

. Actuarial Assumptions

The total pension liability/asset 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 liability/asset to the measurement date.
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Significant actuarial assumptions used in the valuations were as follows:

ERS TRS

Measurement date March 31, 2018 June 30, 2017
Actuarial valuation date April 1, 2017 June 30, 2016
Interest rate 7.0% 71.25%
Salary scale 3.8% 4.72% - 1.90%
Decrement tables April 1, 2010 - July 1, 2009 -
March 31, 2015 June 30, 2014

System's Experience  System's Experience

tnflation rate 2.5% 2.5%
Cost of living adjustment 1.3% 1.5%

For ERS, annuitant mortality rates are based on April 1, 2010 - March 31, 2015 System's
experience with adjustments for mortality improvements based on the Society of Actuaries'
Scale MP-2014, For TRS, annuitant mortality rates are based on July 1, 2009 ~ June 30,
2014 System'’s experience with adjustments for mortality improvements based on the Society
of Actuaries’ Scale MP-2014, applied on a generational basis.

For ERS, the actuarial assumptions used in the April 1, 2017 valuation are based 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, 2016 valuation are based on the results
of an actuarial experience study for the period July 1, 2008 - June 30, 2014.

The long-term rate of return on pension plan investments was determined in accordance with
Actuarial Standard of Practice (ASOP) No, 27, Selection of Ecoromic Assumptions
Measuring Pension Obligations, which includes using a building block method in which best
estimate ranges of expected future real rates of return (expected returns net of investment
expense and inflation) are developed for each major asset class, These ranges are
combined to produce the ong term expected rate of return by weighting the expected future
real rates of return by each the target asset allocation percentage and by addlng expected
inflation. Best estimates of the arithmetic real rates of return for each major asset class
included in the target asset allocation, as of the actuarial valuation date, are summarized in
the following table;

T
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ERS TRS
Valuation Date Aprit 1, 2017 June 30, 2016
_ Long-term Long-term
Target expected real Target expected real
Asset type Allocation rate of return Allocation rate of return
Domestic equity 36% 455% 35% 5.9%
International equity 14% 6.35% 18% 7.4%
Private equity 10% 7.50% 8% 9.0%
Real estate 10% 5.55% 11% 4.3%
Absolute return strategies 2% 3.76%
Opportunistic portfolio 3% 5.68%
Real assets 3% 5.29%
Bonds and mortgages 17% 1.31%
Cash 1% -0.25%
inflation-indexed bonds 4% 1.25%
Domestic fixed income securities 16% 1.6%
Global fixed Income securifies 2% 1.3%
High-yield fixed Income securities 1% 3.9%
Mortgages 8% 2.8%
Short-term 1% 0.6%
100% 100%

. Discount Rate

The discount rate used to calculate the total pension liability was 7.0% for ERS and 7.25%
for TRS (the discount rate used by the TRS at the prior year's measurement date of June 30,
2016, was 7.5%). The projection of cash flows used to determine the discount rate assumes
that contributions from plan members will be made at the current contribution rates and that
contributions from employers will be made at statutorlly 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 refurn on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.

. Sensitivity of the Proportionate Share of the Net Pension Asset/(Liability) to the
Discount Rate Assumption

The following presents the District’'s proportionate share of the net pension liability calculated
using the discount rate of 7.0% for ERS and 7.25% for TRS, as well as what the District’s
proportionate share of the net pension asset/(liability) would be if it were calculated using a
discount rate that is 1-percentage point lower (6.0% for ERS and 6.25% for TRS) or 1-
percentage point higher (8.0% for ERS and 8.25% for TRS) than the current rate:
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ERS 1% Current 1%

Decrease Assumption = Increase
{6.0%) {7.0%) (8.0%)

Employer's proportionate share
Of the net pension asset/{liabillty) § (11,928654) § (1,576,657} § 7,180,804

TRS 1% Current 1%
Decrease Assumption Increase
(6.25%) {7.25%) (8.26%)

Employer's proportionate share
Of the net pension asset/{liability) § (55,388,010) $ 3214,018 § 52,273,558

H. Pension Plan Fiduciary Net Position

The components of the current-year net pension asset/(liability) of the plans as of the
respective measurement dates, were as follows:

(Dollars in Thausands)

ERS . TRS
Measurement date March 31, 2018 June 30, 2017
Employers' total pension fiabllity $ (183,400,590) $ (114708,261)
Plan Net Posttion ‘ 180,173,145 115,488,360
Employers' net pension asset/(liability) 3 (3,227,445} $ 760,098
Ratio of plan net position to the
Employers’ totat pension asset/(liability) 08.24% 100.66%

I. PAYABLES TO THE PENSION PLAN

For ERS, employer contributions are paid annually based on the System's fiscal year which
ends on March 31st, Accrued refirement contributions as of June 30, 2018 represent the
projected employer contribution for the period of April 1, 2018 through June 30, 2018 based
on paid ERS covered wages multiplied by the employers contribution rate, by tier Accrued
retirerment contributions as of June 30, 2018 ampunted to $750,673.

For TRS, employer and employee contributions for the fiscal year ended June 30, 2018 are
paid to the System in September, October and November 2018 through a state aid intercept.

Accrued retirement contributions as of June 30, 2018 represent employee and employer
contributions for the fiscal year ended June 30, 2018 based on paid TRS covered wages
multiplied by the employer's contribution rate, and employee contributions for the fiscal year
3s reported to the TRS System. Accrued retirement contributions as of June 30, 2018
amounted to $6,777,065 of employer contributions and $235,198 of employee contributions.

13. OTHER PENSION PLANS

Tax Sheltered Annuities

The District has adopted a 403(b) plan covering all eligible employees. Employees may defer up to
100% of their compensation subject to internal Revenue Code elective deferral limitations. The
District may also make non-elective contributions of certain termination payments based oh
collectively bargained agreements, Contributions made by the District and the employees for the
year ended June 30, 2018, totaled $608,444 and $4,621,528 respectively.
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14. OTHER POSTEMPLOYMENT BENEFITS THAN PENSIONS (OPER)
A. Plan Description

The District's OPEB Plan {the “Plan"), defined as a single employer defined benefit pian,
primarily provides post-employment health insurance coverage io retired employees and their
eligible -dependents in accordance with the provisions of various emplayment contracts, Al
active employees and retirees are covered by the Empire Plan (Core Plus Enhancements), a
community related PPO, administered by the New York State Health Insurance Program
(NYSHIP). Article 37 of the Statutes of the State assigns the authority to establish and amend
benefit provisions to the District, No assets are accumulated in a trust that meets the criteria in
paragraph 4 of GASB Statement No, 75,

B. Benefits Provided

The Plan provides medical and Medicare Part B benefits for retired employees and their eligible
dependents. Benefit terms provide for the District to contribute between 50% and 85% of
premiums for retirees, between 35% and 85% for family coverage depending on the coverage
selected, date of retirement and bargaining unit, Upon death of a retiree, the District will only
continue the Medicare Part B reimbursement for the surviving spouse. The District recognizes
the cost of the Plan annually as expenditures in the fund financial statements as payments are
accrued. For fiscal year 2018, the District contributed an estimated $5,146,108 to the Plan,
includlng $5,146,108 for current premiums and $0 to prefund benefits. Currently, there is no
provision in the law to permit the District to fund OPEB by any other means than the “pay as you
go” method,

C. Employees Covered by Benefit Terms
The number of participants as of July 1, 2017, the effective date of the OPEB valuation, is as

follows:
Paricipants
Active employees 1,013
Inactive employees or beneficiaries currently receiving benefit payments 702
inactive employees entitled to but not yet receiving benefit payments 3
Total 1718

There have been no significant changes in the number of participants or the type of coverage
since the last published valuation,

D. Total OPEB Liability

The District's total OPEB liability of $212,6847,895 was measured as of June 30, 2018 and was
determined by an actuarial valuation as of July 1, 2017, with update procedures used to
rofiforward the OPEB liability to the measurement date,

E. Funding Policy

The District curréntly pays for other postemployment benefits on a pay-as-you-go basis.
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F. Actuaria! Assumptions and Other Inputs

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

The total OPEB liability in the July 1, 2017 valuation was determined using the following
actuarial assumptions ard other inputs:

Salary increases 2.5%
Discount rate 3.6%

Healthcare cost trend rates  8.0% for January 1, 2019, decreasing per year to an ultimale rate of 5,0% In 2025

The discount rate was based on the 20 Year AA Municipal GO Bond Rate Index per Fidelity
Investments as of June 29, 2018 for the rate as of June 30, 2018. The discount rate as of July 1,
2017 was based on the same index as of July 1, 2017.

Mortality rates were based on the RP 2014 projected to date of decrement using Scale MP-
2014,

The decrement tables used for this valuation are based on the New York State Employees'’
Retirement System (ERS) and the New York State Teachers' Retirement System (TRS).

The actuarial assumptions used in the July 1, 2017 valuation were based on standard tables
maodified for certain plan features such as eligibility for full and early retirement where applicable.

CG. Changes in the Total OPEB Liability

The following table shows the components of the District's other postemployment benefits
liability:

Total OPEB
Liability
Balance at June 30, 2017 $ 201,637,938
Changes for the year:
Setvice cost 8,897,099
Interest 7,258,966
Changes of benefit terms -
Differences befween expected and actual experience -
Changes in assumptions or other inputs -
Benefit payments (5,148,108}
Net changes 11,009,957
Balance at June 30, 2018 $ 212,647,895
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H. Sensitivity of the Total OPEB liability to changes in the discount rate

The following presents the total OPER liability of the District, as well as what the District's total
OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point
lower (2.6%) or 1-percentage-point higher {4.6%) than the current discount rate:

One Percent Current One Percent
Decrease Discount Rate Increase
{2.60%) {3.60%) {4.60%)

Tatal OPEB liability $ 254798374 $212647.895 $ 179,916,381

I Sensitivity of the Total OPEB liability to changes in the healthcare cost trend rate

The following presents the total OPEB liability of the District, as well as. what the District's total
OPEB liability would be if it were calculated using healthcare cost trend rates that is 1-
percentage-point lower (7.0%) or 1-percentage-point higher (8.0%) than the current discount

rate:
One Percent Healthcare One Pergént
Decrease Cost Trend Rates increase
{7.0% decreasing {8.0% decreasing  (9.0% decreasing
to 4.0%) t0.5.0%) t0 6.0%)

Total OPEB liability $ 174,682,484  $212647,895 $ 263,127,998

J. OPEB Expense and Deferred Outflow of Resources and Deferred Inflow of Resources
Related to OPEB

For the year ended June 30, 2018, the District recognized OPEB expense of $16,156,065. At
June 30,2018, the District reported no deferred outflows or inflows of resources, as it was the
first year of implementation for GASB Statement No. 75,

15, COMPENSATED ABSENCES

District employees are granted vacation and sick leave and eamn compensatory absences in varying
amounts. in the event of termination or upon retirement, an employee is entitled to payment for
accumulated vacation and sick leave, subject to certain limitations.

Estimated vacation, sick leave and compensatory absences accumulated by governmental fund type
employees have been recorded in the Statement of Net Position. Payment of vacation time and sick
leave is dependent upon many factors; therefore, timing of future payments is not readily determinable.
As of June 30, 2018, the value of the accumulated vacation time and sick leave was $7,089,255, of
which $842,398 is recorded as compensated absences in the general fund.

16. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; injuries to employees; errors and omissions; and natural disasters. These risks are covered
by a combination of self-insurance reserves and commercial insurance purchased from independent
third parties, Settled claims from these risks have not exceeded avallable reserves and commercial
insurance coverage for the past three years.
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The District has established a self-insured plan for risks associated with workers' compensation
claims. Liabllittes of the plan are reported when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated. Liabilities include an amount for claims that have
been incurred, but not reported (IBNR).

Claim liabilities are discounted at an estimated interest rate of 3%, and are calculated considering
the effect of Inflation, recent claim settlement trends including frequency and amounts of payouls,
and other economic and soctal factors, The District has not purchased any annuity contracts with
regard to its workers' compensation claims. The District has a reserve for workers’ compensation in
the general fund of $2,6895,673 to pay related claims. Changes in the balances of clalm liabilities for
workers' compensation during the past two fiscal years are as follows:

2018 2017
Unpaid claims at heginning of year $ 3459477 $ 3,256,006
Incurred claims and claim adjustments 764,123 1,649,525
Claim payments (1,319,015} (1,446,054}
Unpaid claims at year end $ 2004585 $ 3,459477

17. FUND BALANCES — ASSIGNED: ‘APPROPRIATED FOR SUBSEQUENT YEAR'S BUDGET

The amount of $2,400,000 has been assigned as the amount to be appropriated to reduce taxes for
the year ending June 30, 2019.

18. FUND BALANCES - RESTRICTED: APPROPRIATED RESERVES
The District has appropriated the following amounts from reserves, which are reported in the June

30, 2018 restricted fund balances, to fund the budget and reduce taxes for the year ending June 30,
2019:

Employee benefit accrued liabiiity 3 50,000

Workers' compensation 80,000
Unemployment 5,000
Retirement contributions ___ B9geg

$__234.969

19. COMMITMENTS AND CONTINGENCIES
A, Grants

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

B, Litigation

The District is involved in lawsuits arising from the normal conduct of its affairs. Management
believes that the outcome of any matters will not have a material effect on these financial
statements,

- 52~




NORTHPORT-EAST NORTHPORT UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2018

C. Operating Leases
The District leases various equipment under operating leases. Total rental expenditures on

such leases for the fiscal year ended June 30, 2018, were $18,276. The minimum remaining
operating lease payments are as follows:

Fiscal Year Ending June 30, Amount
2019 ) 5 §.001
& 9001

D. Encumbrances

Al June 30, 2018, the District encumbered the following amounts:

Restricted:
Capital Projects Fund
Capital Projects $ 5,507,895
Assigned:
General Fund
General Support 380,766
Instruction 145,051
Pupil Transportation 1,932
Community Services 75
527,824
School Food Service Fund
School Food Service 35,278
Capital Projects Fund
Capital Projects 282,962
Total Encumbrances § 6.353,959

20. CHANGES iN ACCOUNTING PRINCIPLE

For the fiscal year ended June 30, 2018, the District implemeniad GASB Statement No. 75,
*Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions”. The
implementation of the Statement resuited in the refroactive reporting of the total other
postemployment benefits (OPEB) liabilities and the reporting of current year OPEB expensass, in the
District's government-wide statements. The District's June 30, 2017 governmental activities net
position was restated for the increase in the total OPEB liability by $120,166,589, from net position
of $19,967 507 previously reported to $(100,199,082).

21. SUBSEQUENT EVENT

On September 5, 2018, the District issued tax anticipation notes in the amount of $32,500,000,
which are due June 27, 2019 and bear an effective net interest rate of 1.9422%.

-53-
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NORTHPORT - EAST NORVHPORT UNION FREE SCHOOL DISTRICY
) . REQLIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE » BUDGET AND ACTUAL - GENERAL FUND

REVENUES
Local Seurces:
Real o rly {axes
School tax relle! mimbursement
Olier 1ax ltems
Chargss far servicas
Use of money and properly
Sala of properly and compensation for loss
Miscellaneous

Tolai Locat Sources

Siata ald )
Feduoral aid - Medicald ralmbursemant

Totai Ravenues

OTHER FINANCGING SOURCES
Premium on shed term abfigations

Tolal Financing Sourges

Assighed fupd balance
Approprizled reserves

Telal Revenues, other financing solrges and
Assigned and Appréprialed Fund Balance

EXPENDITURES
Generat Support
Boand of aducation
Centrat adminigiralion
Finance
Statf
GCentral services
Speclal fems

Total General Support

Insiniction
instruction, admipistraion and impravement
Teaching - regular schoot
Programs far children with handicapping conditlons
Occupational educalion
Teaching - Spacial school
Instruclicnal media
Pupil services

Tolat Instruction
Pupil Transporiation
Communily Services
Employee Benafits
Dehl Service - Principal
Debt Servica - Inlarest

Tolal Expantiiumes
OTHER FINANCING USES

Transfars to olher funds

Total Expendiiures and Other Uses
Nat change in fund balance
Fund batanca - beginning

Fund balance - ending

For lba Year Endad June 30, 2015

Qriginal Final Variange With
Butget Budget Actuat Final Budgei
$ 134722408  $ 134524307 § 134,524,662 E 458
8,250,000 8,448 108 B,448,189 -0-
- 0~ 1,414 1,414
958,500 858,500 B22.927 {34,673}
254 560 284,000 471,160 217,160
186,000 165,000 133,772 {31,228}
626,500 745 542 _ 9,5,5.459 232817
144,875,408 144,985,448 146,381,504 365,148
16,317,807 15,317,807 15,247,862 (69,845)
50,000 40,808 (8,182}
180,243,213 160363 255 160,650,264 207,008
200,600 200,000 242,127 42,127
$ 200000 § 200,000 242127 42127
2,534,801 3,534,901
363627 2,062 508
£.164941,741 5 166,181,085 160,862,391 S e 328,138
. Vadanca With
Original Finat Yesur-end Finat Budgst
Bugdgst Budget feluai Encumbrances  and Encumbrances
H 288808 § 303404 - 298,429 5 4,675
335,848 339,508 333,623 6,285
1,953,870 1,248,489 1,214,248 § 43,211 £1,928
1,177,854 1,460,356 1,448,653 . 14,703
13,873,058 14,120,276 13,215,800 237,555 562,621
1,157,345 1,152,345 1,072,689 79,696
18 288,382 18,725,478 17,584,503 380,768 780,206
7,159,088 7,351,008 7,132,430 7,358 211,223
50,301,364 - 49,830,880 AB,328,240 420,800 373,720
21,458,808 21,788,536 20,606,899 6,724 1,084,913
481,057 484,965 484,828 140
518,483 519,865 433,067 §6,788
4,395,054 4,513,565 4461891 865 50,800
8,608,332 8673, 156 B.379.4914 1,268 g2 450
93,028,151 53,161,865 80.818,852 145,051 2,100,082
8,742,254 8,331,447 7,855,480 1,832 474025
449,550 444 459 428,830 75 17,554
37,618,381 38,405,782 238,268,007 136,775
2,344,274 2.344,274 2,325,988 18,278
1,560,860 1,635 660 1,534,660 894
162,029,741 182,049,085 158,913,844 527,824 3,507,587
2,312,080 3,212,000 3,100,814 111,088
§ 104341741 8 16B181,086 162014560 |5 627824 3,815,863
(1,122,187}
24,844,480
& 23722318

Note to Requlred Supplamentary fnformation

Budget Basis of Avcounting

Budgets ara adopled on the modified accryal basis of avcounting consistent with accaunting prinziplas generaily accepled

In the Uniled Stales of Ametica,

Ko

See Paragraph on Required Supplemeniary Information included in Audilor's Repord,
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NORTHPORT -~ EAST NORTHPORT UNION FREE SCHOOL DISTRICT
_ . REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

Last Five Yaars
NYSERS 2014 2015 2006 2017 2018
Disleict's proportion of the net
penslon fiabitity (assel) 8.0523118% 0.0623119% 0.0500618% 0.0499429% 0.0488485%
Districe's proporiionate share of o _ _
the nit pension liabllity {asset) $§ 2363890t % 1,7687224 § B035058 § 46D2,746 § 1,576557
District's coverad payroli 15,245,954 15,883,442 16,053,107 185,535,560 16,865,436
District's proportionate share of the
net penslon lfabliity (assel) a5
a percentage of its covered payrolt 15.51% 11.06% §50.05% 28,308% 9.35%
‘Plan fiduclary net posilion as a
perceniage of the tolal pension
Iizhilfy coming from plan 87.20% 87.95% 50.70% 04.70% 88.24%
NYSTRS 2014 2015 Zo18 207 _ 2018
District's proportion of tha nal
penslon liabllity {asset) {.453304% 0.4454706% 0.422221% 0.435188% 0,422842%
Districi's propartionate share of
iha nel penslon labltity (assel) $ (2,083,889 & {45,523455) § {(43855268) § 4,661,055 § (3,214,018}
District's covered payroll 67612978 66,912,288 64,568,866 657,988,347 67,677,371

District's proporiionate share of the
net pension Habllily {assef) as
a percentage of Hs covered payroll 4. 41% 74.16% a7.92% B6.88% £.75%

Plan fiduclary nat position as a
percentage of the lolal penslon
liabifity coming from plan 100.70% 111.48% $10.46% 92.01% 100.66%

Noto 16 Required Supplemeantiry Information

' Rellr 5
The discounted rate decreased from 7.5% to 7.25% as reflected in 2017 and 2018 above.

Emplovess’ Retrement Svetem N _ _
The discounted rate remained at 7.6% as reflecied In 2017 and 2018 above,

The amounts presentéd for each fiscal year were determined as of the measurement dates of the plans.

-56-
See Paragraph on Required Supplementary Infermation Included in Auditor's Report.
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NORTHPORT - EAST NORTHPORT UNION FREE SCHOOL DISTRICT
OTHER SUFPLEMENTARY INFORMATION
SCHEDULE OF CHANGE FROM ADCPTED BUDGET TO FINAL BUDGET
AND THE REAL PROPERTY TAX LIMIT - GENERAL FUND
Forthe Year Ended June 30, 2018

CHANGE FROM ADOPTED BUDGET TO FINAL BUDGET

Adopted Budget $ 163,306,840
Add: Prior year's encumbrances 1,034,901
Original buriget 164,341,741
Budget revisions:
Donatlons 3 120,042
Additional approprdation of Employee Beneht Accrued Liability _
Reserve 798,282
Voter approved Propostion to transfer lo capital projects fund 800,000 1,819,324
Finat budget $ 166,161,065

SECTION 1318 OF REAL PROPERTY TAX LAW LIMIT CALCULATION

2018-18 voler-approved expenditure budget 3 1'66!810!-381
Maximum ailowad (4% of 2018-18 budget) § 8672415

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

Unrestricted fund balance:

Assigned fund balance $2,027,824

Unassigned fund balance _ B872414 & 9,500,238
Less:

Appropriated fund balance % 2,400,000

Encumbrances 527,824 2,927 824

General Fund Fund Batance Subject to Section 1318 of Real Properly Tax Law: § 6672414
Actual Percentage 4.00%

-BR-
See Paragraph on Other Supplementary Information Included in Auditor's Report.




podsy sJolpay Ul papRSU] uanBuuoll| Aejuswaddng Jeuy0 uo-ydebeieg aag

-85

OFETRDE  § TSR ek - R Syoleg ey
RIEE) e o e wofasd TG
7339741 PO PR DY (G IERpg g
fiorn s spuy] parenia)
NIy T N BT A e T U T i A T T T R T T e
[T I TRFELT WELT BT T5F NG ]
SIFFES 3Ea7: ] ey SIS SREL 7143 FIT951
179 orgtgr oo [Eored [20val [T:¥3 OrEEE
L1y myItl It 0FeTt 91591 LIEEH HFHET
413711 ez 1 s ] 13474} £39% Hiis ] 5L
FITIET 17 2748 [i:3.3.74 44 - REILEY TOEE6Y r3Us6r i1 $74 34
061 BSWELST ELIT Y1061 Lyl LI I
ATyt [T1g F4 41 BLCRE'T ERNTE0L $6FGr F jTig T2 N1
LIVSEN STHLSK 925'LEl Jilriig 17y B5FTT L1y33 )
FAx g +] ool'Es HTh ey i 1995 oof'rs
T LAVT T POTLLE'S Iz 9I8'E SE5E oalLet't
LIo0s [Log i Ll Lie o ERFEr o0§'Eat
sl TR SETMAEL [xGEC A SLE'EY sLrsr BTl
Llig e DRAITY BUETY SEEIE i YRR =
FUESTY LRy [e7% {142 STLSrr L9 [ gl ESLHILT
froy 14 0o H DOG'FY fra) T2 LI6E 1ees DOUTE
TO0L o0'sLy 000’521 sTER SLry SLE'E 000541
COS' YT oo’y DO §RrT s I oosl oag'Ll 0035R0°T
10055T1 Sex'reTt SLERLTE LO0SETE 13'6E bl k14 SLERTE
DGO EYEE uyrLE ORI RLET wOTrEL 0550 DaEDE o'HET
crodss 2UE9HTL BIL05TH [{Ut 1A FuL'iss TRt PITA o]
FO ) CEYTHETI 50005 [1s 3 Gry HOTIIRTE LY CrLEESY ECFCO6TT SITE5ETT
ITot T L8511 1 ¥4 [2140] 2R 1] 12374 GINEE] ezl
o0'SRr [t pOTFIP o0ssh OU5Er
001 1EF g 1 ey Ry DOI'VER
ST BOOOOT L0060t GETL 659'L51 SFELE poa' oot ool
Wl [ TS oI5 000’16 0016 Bou'iE
SHLL poyeoE COUDTE STl f11yed sos'ct s 6O0'DG% flar |
oHGES oo its [ 112 oTHnes [y 84 s Ly Tz W01Es
LLTTST SEEE SIGNET LT UL | sl 999 515081 ITHS
15t fyiy $LLEr £19 edg 15’k 4344 ferptd SOT'SL
41 [184:% 051 1341 ¥S 4] BEYR5E'| HNCHE 186°IE urset oif9iG
1141 198 £l L BITLSE Erayid] iy Gl E70d 21
05Tl DoELIE jorral LTI el ga}] [+ At |
oho'sLT O0'ELT DOD'FLT DOSLT R 0U'5LT
oos0r DO0RAF wONLy 000°0LY DL o0'olt
LN Jre e pOOasE ELLETR firy 4 14 A s o00TE
1$ass 2y [1 4 (11451 LAy B 95 [ o00'ey
Ty [ 'EEY] TISTE ST 1Es'y LSU6T [y lnd DOOSIEE
%4 DwaTL [Eredidd 1Tt Lavige TS f20ia%] o000t e'nTL
sl [ri g BOTEEL s14f 1i1 tH fivipai filtg) OOFRES BOrILi
LOVEL o8It T 21929 L65TRT LEETE -3 114 oo9'sLE
FEOCY OBy LoD S WHTES LT Lt o'ns3
13CFE reyed -D0D'DIT 185'5E sIr'Egl SIFTaL B800'007 OO0DOL.
fedxinld $  Igroot s zsroor 5 - £ aryond 5 DEvEsr PEFEEY 05 0aL £ o00'B0L H
THBL Tf ] w33 e R T T T ] [ ) E=T e TR L T
g J9 TpeRg Pepod] Ly oy By wiporg
pony D N T

FL0Z ‘0 Sunr papuy Jeax sypaed

AaNNd SLOAMDHd YUV ~ STUNLONSDE 103108 40 IINTIHIS
NOLLYIWHODINT AMVININGddNS H3IHLO0
LONULSIO TOOHIS 34 NOINN LHOSHLHON 1SY3 - LHOJHIHON

RPN
Y PR TRMEE Py

TG T UG YN S

FRER ] P IPRERA N YRR

FHOPSLY "I AR WD RN TR PO SWE
AT SNV AT

O YRR )| ST, SN

TR S) WG LAY AP, SR

YA NP WP IS YOY BIA Y TR0
VAT SRS Shopea T,

. PEA BIM

i VI NI S OGO,

uﬂ%} Da<§§2

RO TS T, Sy Pl

RoeTTae) SR

A B X giﬂ%ﬁ.—ﬂr&hd«ﬂm!ﬁi smnd

TP SN
LoD} SN
WY, TP} WOLE SV G
U] i TORL GEEIA SO
SRR TR TR, RS Ry B i e SHN
ooy GET T IWAN B0 PRIY SHY
DotERMIL] TR0

- K]
TR IR T

SAESIAN AeS
ARRUIHEIRY
woammadng W) SO
Ty, FUGEARGET SN
APRI[} UATY 31,3 I LFRAUREY
] iy Py
oI’y ) KM P e
PPL JEijag proe soangry ooy Seeor SHN
g SHN
Rog s SHN
AR SAncy SHN
DoREILIL PP SIVIE

7 op pomISOdL 61011 1T

SN T AU SHA

KIPIA KT OSSP LGN 167
Frress WRLGIDAY TN} CTIARLE oL SREHG S IM
Spog v g

DOMELOT) SN PG FULL




NORTHPORT - EAST NORTHPORT UNION FREE SCHOOL DISTRICT
OTHER SUPPLEMENTARY INFORMATION
NET INVESTMENT IN CAPITAL ASSETS
For the Year Ended June 30, 2018

Capital assets, net
Deduct:

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

Short-term portion of energy performance contract

Long-term portion of energy performance contract

Net Investment in capital assets

-60-

$ (1,995,000)
(8,535,000)

$ 70,120,945

{10,530,000)

$ (565,722)
(11,508,941)

(12,074,663)

$ 47,516,282

See Paragraph on Other Supplementary Information Included in Auditor's Report.




Robert 5. Abrams
(1926~2014}

A‘ R.S. ABRAMS & CO,, LLP Marisine E. Vi Drgne, CFA
& Accountants & Consultanis for Over 75 years - .Alexandria M. Battaglia, CPA

INDEPENDENT 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 AUDITING STANDARDS

To the Board of Education 7 7
Northport-East Northport Union Free School District

We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the governmental activities, each
major fund, and the fiduciary funds of the Northport-East Northport Union Free School District, as of and
for the year ended June 30, 2018, and the- related notes to the financial statements, which collectively
comprise the Northport-East Northport Union Free School District’s basic ﬁnanc1al statements, and have
issued our report thereon dated September 24, 2018.

Internal Contrel over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Northport-East
Northport Union Free School District’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinionis on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Northport-East Northport Union Free School District’s. internal control. Accordingly, we do. not

express an opinion on the effectiveness of the Northport-East Northport Unjon Free School District’s
internal control.

A. deficiency in internal control exists when the design or operation of a control does not allow
management. or employees, in the normal course of performing their assigned functions, to. prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, ininternal control such that theré is a reasonable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or-detected and corrected on a tlmeiy basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance,

Qur consideration of internal control was for the limited purpose described in the first paragraph of this
section. and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be:material weaknesseés. However, material weaknesses
‘may exist that have not been identified.

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: (631) 234-4234
www.rsabrams.com




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Northport-East Northport Union Free School
District’s financial statéments are free from material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statéement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Governiment Auditing Standards,

Purpose of this Repert

The purpose of this report is solely to describe the scope of our festing of internal control and compliance
and the results of that 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 Standards in considering the entity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Ré (Uroma Go. o

R.S. Abrams & Co., LLP
Islandia, NY
September 24, 2018
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FORM OF APPROVING LEGAL OPINION OF BOND COUNSEL



FORM OF OPINION OF BOND COUNSEL

Hawkins Delafield & Wood LLP
7 World Trade Center
250 Greenwich Street
New York, New Y ork 10007

September 20, 2019

The Board of Education of
Northport-East Northport Union Free School District,
in the County of Suffolk, New Y ork

Ladies and Gentlemen:

We have acted as Bond Counsel to Northport-East Northport Union Free School
Digtrict (the “School District”), in the County of Suffolk, a school district of the State of New
Y ork, and have examined a record of proceedings relating to the authorization, sale and issuance
of the $33,500,000 Tax Anticipation Note for 2019-2020 Taxes (the “Note"), dated and delivered
the date hereof.

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 Note is a valid and legally binding general obligation of the School
Digtrict for which the School District has validly pledged its faith and credit and, unless paid
from other sources, all the taxable real property within the School District is subject to the levy
of ad valorem real estate taxes to pay the Note and interest thereon, subject to certain statutory
limitations. The enforceability of rights or remedies with respect to such Note 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 Note 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 Note is not treated as a
preference item in calculating the aternative minimum tax under the Code.

The Code establishes certain requirements that must be met subsequent to the
issuance of the Note in order that the interest on the Note be and remain excludable from gross
income for federal income tax purposes 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 Note, restrictions on the investment of proceeds of the Note 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 Note 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 Note, the School District will execute a Tax
Certificate relating to the Note containing provisions and procedures pursuant to which such
requirements 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 Note 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
reasonable expectations, and certifications of fact contained in the Tax Certificate with respect to
matters affecting the status of the interest on the Note, and (ii) compliance by the School District
with the procedures and representations set forth in the Tax Certificate asto such tax matters.

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

We express no opinion as to any other federal, state or local tax consequences arising
with respect to the Note, or the ownership or disposition thereof, except as stated in paragraphs 2
and 3 above. We render our opinion under existing statutes and court decisions as of the date
hereof, and assume no obligation to update, revise or supplement our opinion to reflect any
action hereafter taken or not taken, any fact or circumstance that may hereafter come to our
attention, any change in law or interpretation thereof that may hereafter occur, or for any other
reason. We express no opinion as to the consequence of any of the events described in the
preceding sentence or the likelihood of their occurrence. In addition, we express 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 Note.

We give no assurances as to the adequacy, sufficiency or completeness of the
Preliminary Official Statement and/or Official Statement relating to the Note 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 interestsin the Note.

Very truly yours,



APPENDIX E

FORM OF EVENTSNOTICE UNDERTAKING



UNDERTAKING TO PROVIDE NOTICES OF EVENTS

Section 1. Definitions

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

“Financial Obligation” shall mean “financial obligation” as such term is defined
inthe Rule.

“GAAP’ shall mean generaly 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 Northport-East Northport Union Free 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 Board of Education as of September 20, 2019.

“Rule 15¢2-12" shall mean Rule 15c2-12 under the Securities Exchange Act of
1934, as amended through the date of this Undertaking, including any official interpretations
thereof.

“Securities’ shall mean the Issuer’ s $33,500,000 Tax Anticipation Note for 2019-
2020 Taxes, dated September 20, 2019, maturing on June 25, 2020, 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 either
directly or through 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 a timely 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) principa and interest payment delinquencies;

(2) non-payment related defaults, if material;



3)

(4)

()
(6)

(")
(8)
9)
(10)

(11)
(12)

(13)

unscheduled draws on debt service reserves reflecting financial
difficulties;

unscheduled draws on credit enhancements reflecting financial
difficulties;

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

adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed
Issue (IRS Form5701-TEB) or other materiad 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 ssimilar 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 substantially all of
the assets or business of the Issuer, or if such jurisdiction has been
assumed by leaving 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
a definitive agreement relating to any such actions, other than pursuant
to itsterms, if material;



(14) appointment of a successor or additional trustee or the change of name
of atrustee, if material;

(15) incurrence of a Financial Obligation of the Issuer, if material, or
agreement to covenants, events of default, remedies, priority rights, or
other similar terms of a Financial Obligation of the Issuer, any of
which affect security holders, if material; and

(16) default, event of acceleration, termination event, modification of
terms, or other similar events under the terms of a Financial Obligation
of the Issuer, any of which reflect financial difficulties.

(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. Parties in Interest. This Undertaking 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 I ssuer;

(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 15¢2-
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 material respect. In making such determination, the Issuer shall rely upon an
opinion of nationally recognized bond counsal.

Section 6. Termination. This Undertaking shall remain in full 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 constitute the written agreement or contract for the benefit of Holders of
Securities, as contemplated under Rule 15¢2-12.

Section 8. Governing Law. This Undertaking 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 September 20, 2019.

NORTHPORT-EAST NORTHPORT UNION FREE SCHOOL DISTRICT

By

President of the Board of Education





