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We have audited the accompanying financial statements of the governmental activities, each major
fund, and the fiduciary fund information of the Village of Highland Falls, as of and for the year
enided May 31, 2018, and the related notes to the financial statements, which collectively comprise
the Village’s basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenarice of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Qur tresponsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we:
planand perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. Inmaking those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit
alse includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statemetits.

We believe that the audit evidence we have obtained is sufticient and appropriate to provide a basis
for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the fiduciary fund
information of the Village of Highland Falls, as of May 31, 2018, and the respective changes in
financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of Matter

As Discussed in Note 3 to the financial statements, management has adopted Governmental
Accounting Standards Board Statement No. 73, Accounting and Financial Reporting for Pensions
and Related Assets that are not within the Scope of GASB Statement 68, and Amendments to
Certain Provisions of GASB Statements 67 and 68. Our Opinion is not modified with respect to that
matter,

Other Matters
Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and required supplementary information on pages 4 through
16 and 72 through 78 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of Amierica, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic¢ financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Village of Highland Falls’ basic financial statements. The other
supplementary information on pages 79 through 81 are presented for purposes of additional analysis
and are not a required part of the basic {inancial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, and is also not a required part of the basic financial statements.
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The supplemental schedules on pages 79 through 81, and the schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial staternents. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements 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 to the basic financial statements themselves, and other additional procedures in accordance with
anditing standards generally accepted in the United States of America. In our opinion, the
supplemental schedules on pages 79 through 81 and the schedule of expenditures of federal awards
are fairly stated, in all material respects, in relation to the basic financial statements as a whole,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 16,
2019 on our consideration of the Village of Highland Falls® internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the Village of Highland Falls’ internal control over
financial reporting or on compliance. That report is an integral part of the audit performed in
accordance with Governmeni Auditing Standards in considering Village of Highland Falls’ internal
control over financial reporting and compliance.

%M, 759 C.

Montgomery, New York
April 16,2019
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The following is a discussion and analysis of the Village of Highland Falls® financial performance
for the year ended May 31,2018, The Village of Highland Falls discussion and analysis is designed
to (a) assist the reader in focusing on significant financial issues, (b) provide an overview of the
Village's financial activity, (c) identify changes in the Village’s financial position (its ability to
address the next and subsequent year challenges), (d) identify any material deviations from the
financial plan (the approved budget), and (e) identify individual fund issues or concerns.

This section is a sumriary of the Village’s financial activities based on currently known facts,
decisions, or conditions. It is also based on both the government-wide and fund-based financial
statements. The results of the current year are discussed in comparison with the prior year, with an
emphasis placed on the current year. This section is only an introduction and should be read in
conjunction with the Village’s financial statements, which immediately follow this section.

FINANCIAL BIGHLIGHTS

» The assets of the Village of Highland Falls exceeded its liabilities at the close of the
fiscal years 2018 and 2017 by $3,511,708 and $3,462,545(as restated) (net position)
respectively. The net position at May 31, 2018 reflects an increase of $49,163.

e Revenue, as reflected in the governmental funds statement, increased by $418,991.
This increase is primarily attributable to the increase in State and Federal Aid.

e As of the close of the current fiscal year, the Village of Highland Falls’ governmental
funds reported combined ending fund balances of $2,659,826 an increase of $488,242
in comparison with the prior year.

+ At the end of the current fiscal year, unassigned fund balance for the general fund was
$705,451 at 14.39% of the total general fund expenditures.
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OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: MD&A (this section), the basic financial statements, and
required supplementary information. The basic financial statements include two kinds of statements
that present different views of the Village:

o The first two statements are government-wide financial statements that provide both
short-term and long-term information about the Village’s overall financial status.

s The remaining statements are fund financial statements that focus on individual parts
of the Village, reporting the Village’s operations in more detail than the government-
wide statements. The fund financial statements concentrate on the Village’s most
significant funds.

» The government fund statements tell how basic services such as water and sewer were
financed in the short term as well as what remains for future spending,

e Fiduciary funds statements provide information about the financial relationships in
which the Village acts solely as a trustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the statements
and provide more detailed data. The statements are followed by a section of required supplementary
information that further explains and supports the financial statements with a comparison of the
Village’s budget for the year.

Figure A-1 summarizes the major features of the Village’s financial statements, including the portion
of the Village’s activities they cover and the types of information they contain. The remainder of this
overview section of MD&A highlights the structure and contents of ¢ach of the statements.



ALL

MAY 31,2018

Figure A-1

Major Features of the Government-Wide and Fund Financial Statements

Government-Wide

Fund Financial Statements

Governmental
Funds

Fiduciary Funds

Scope

1Entire Government
(except fiduciary funds)

The activities of the Village
that are not proprietary or
fiduciary, such as general
support, police protection,
building code enforcement,
planning and zoning, and
various other services

Instances in which the Village
administrators resources on
behalf of someone-else, such
as bid deposits, engineering
fees, and street opening
deposits.

Required financial
statements

« Statement of Net Position
- Statement of Activities

- Balance Sheet

- Statement of Revenues,
Expenditures, and Changes
in Fund Balances

- Statement of ﬁ'duciary net
position

+ Statement of chianges in
fiduciary net position

Accounting basis and
measurement focus

Accrual accounting and
gconotnic resources focus

Modified accrual accounting
and current financial focus

Accrual accounting and
economic resources focus

Type of asset/liabi
information

All asset, deferred outflows
of resources, liabilities and

lity

deferred inflows of resources
both financial and capital,
short-term and long-term

Generally assets, and
deferred outflows of
resources expected to be
used up and liabilities and
deferred inflows of
resources that come due or
available during the year
or soon thereafter; no
capital assets or long-term
liabilities included

All assets, deferred outfiows

of resources(if any), liabilities
and deferred inflows of resources
(if any) both short-term and
long-term; funds do not currently
contain capital assets, although
they can

Type of inflow/outflow

information

Al revenues and expenses
during year, regardless of
when cash received or
paid

Revenues for which cash is
received during or soon after
the end of the year;
expenditures when goods or

All additions and deductions
during the year, regardless
of when cash is received or
paid
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GOVERNMENT-WIDE STATEMENTS

The government-wide statements report information about the Village as a whole using accounting
methods similar to those used by private-sector companies, The statemient of net position includes
all of the Village's asscts and liabilitics. All of the current year’s tevenues and expenses are
accounted for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the Village's net position and how it has changed. Net
position, the difference between the Village’s assets and liabilities, is one way to measure the
Village’s financial health or position,

e Over time, increases or decreases in the Village’s net position is an indicator of
whether its financial position is improving or deteriorating, respectively.

e To assess the Village's overall health, you need to consider additional non-financial
factors such as changes in the Village’s property tax base and the condition of facilities
and infrastructures.

In the government-wide financial statements, the Village’s activities are shown as governmental
activities. Most of the Village’s basic services are included here, such as water and sewer services
(home and community services), road maintenance (transportation), and administration (general
goverhmental support). Property taxes and charges for services finance most of these aciivities.

FUND FINANCIAL STATEMENTS
The fund financial statements provide more detailed information about the Village’s funds, focusing
on its most significant or “major” funds - not the Village as a whole. Funds are accounting devices
the Village uses to keep track of specific sources of funding and spending on particular programs:

e Some funds are required by State law and by bond covenants.

» The Village establishes other funds to control and to manage money for particular
purposes (such as repaying its long-term debts) ot to show that it is properly using
certain revenues.
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The Village has two kinds of funds:

e Governmental Funds: Most of the Village’s basic services are included in
governmerital funds, which generally focus en (1) how cash and other financial assets
that can readily be converted to cash flow in and out (2) the balances left at year end
that are available for spending. Consequently, the governmental funds statements
provide a detailed short-term view that hielps you determine whether there are more or
fewer financial resources that can be spent in the near future to finance the Village’s
programs. Because this information does not encompass the additional long-term
focus of the government-wide statements, reconciling statements (Statement 4 and
Statement 6) have been added to explain the relationship (or differences) between
them.

o Fiduciary Funds-Agency Funds: The Village acts in an agency capacity for assets that
are ultimately transferred to others, such as payroll withholdings. The Village excludes
these activities from the government-wide financial statements because it cannot use
these assets to finance its operations,

FINANCIAL ANALYSIS OF THE VILLAGE AS A WHOLE

The Village's net position at the fiscal year end is $3,511,708. This is 2 $49,163 increase from last
year's net position, as restated, of $3,465,545. The following table provides a summary of the
Village’s net position:

ndi o 0 !
Current Assets % 32691261 % 3,137,342 § 131,784
_NOH-CLI rrent Assets 12,093,581 12.200,523 {1 06,942}

(360,291)
(267,137}

678,130
11,009,434

1,038,421
11,276,571

Current Liabilities
Non-Current Liabilities

 TotalNetPosition =

(5 ! 16 024)

045,926
Net Investment in Capital Assets 6,989,740 6 46h,310 5”7‘ 430
{Restricted 1,637,992 1,377,446 260,546
(4377 2]1) (7388 3)

1§ 346254518




REVENUES {Chart Figure A-4)
PROGRAM REVENUES
Charges for Services
Operating Grants

GENIRAL REVENUES
Real Property Taxes
Non Property Taxes
Use of Money and Property
Intergovernmental Charges
Unallocated State and Federal Aid
Interfund Revenues
Sale of Property and

Compensation for L.oss

Miscellaneous

EXPENDITURES (Chart Figure A-5)
General Government
Public Safety
Health
Trangportation
Cultyre and Recreation
Horme and Community Services
Water Utilitics
Sewer Utilitigs
Interest on Debt
Employee Benefits
Depreciation

INCREASE (DECREASE)
IN NET POSITION

9.

Figure A-3

2018 2017 _
Amourt Y Amount % $ Change % Change
§ 1.755.450 23.02%  § L6956 2424% % 8.494 0.49%
812,761 10.66% 741,950 10.29% 70.811 9.54%
3,101,981 40.67% 3.062,071 42.48% 39.910 1,30%
1,294,155 16.97% 1,275,128 17.69% 19,027 1.49%
5,014 0.07% 2,105 0.03% 2909 138.19%
278,774 3.06% 246.54 ¢ 3.42% 32,233 13.07%
285273 3.74% 77,655 1.08% 207,618 267.36%
26,000 0.34% 26.000 0.36% 0 0.00%
24.150 0.32% 24,127 0.33% 23 0.10%
43,582 0.57% 5616 0.08% 37.966 676.03%
7.627,140 100.60% 7.208.149 100.00% 418,991 5.81%
756,808 9.99% 861,814 11.96% (105.006) -12.18%
1,588.432 20.96% 1446177 20.08% 142,255 9.84%
1,392 0.02% 1,120 0.02% 272 24.29%
768.146 10.14% 514.005 T.14% 254,141 49 44%
58.248 0.77% 84,612 1.17% (26,364) -3.16%
768.692 10.14% 742,527 10.31% 26,163 3.52%
347.548 4.59% 365291 5.07% (17.743) -4.86%
543,249 7.20% 577835 8.02% (32.586) -5.64%
202,627 2.67% 212873 2.96% (10.246) -4.81%
2,015,980 26.60% 1,909,993 26.51% 105.987 5.55%
324,853 6.93% 487.435 6.77% 37418 7.68%
7:.511.9717 100.00% 7.203.682 100.00% 374.295 5.20%

$ 49163 b 4,467 $  44.6%




Figure A-4

SOURCES OF REVENUES FOR FISCAL YEAR ENDED 2018

Operating Granls
10.66%

Charges for Services

23.02% .Real Property Taxes

40.67%

Sale of Property and
Compensation for Loss

0-32% Non Property Taxes

16.97%

Interfund Revenues < Use of Money and
0.34% Property
0.07%
Unallocated State and Inte
Federat Aid ntergovernmental
3.74%, Charges
3.60%

SOURCES OF REVENUES FOR FISCAL YEAR ENDED 2017

Charges For Services Operating Grants -
24.24% 10.29%

Real Property Taxes |
42.48%

Miscellaneous
0.08%

Sale of Property and /

Compensation for Loss

0.33% -Use of Money and

Property
0.03%

Non Property Taxes
17.69%

Interfund Revenues

0.36%
Unallocated State and [ntergovermmental
Federal Aid Charges
£.08% 3.42%
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Figure A-S

EXPENSES FOR THE FISCAL YEAR ENDED 2018

Public Safety

20.96% Fransportation

10.14%

General Government

9.99% Culture and Recreation

6.71%

Hoeme and

Community Services
10.14%
Depreciation
6.93% Water Utilities

4.59%

Interest on Debt
267%

Sewer Utilities
1:20%

EXPENSES FOR THE FISCAL YEAR ENDED 2017

Teansporfation
7.14%

Public Safey
20.08% Health

Culture and Recreation

General Govermnment
1.17%

11.96%

Home and Comriunity
Services
10.31%

Depreciation . "

6.77%

. .. Water Utilities
5.07%

Interest on Debt ./

. 2.96%

Employee Benefits
26.51% Sewer Lhilitics

8.02%

=11~




“2018

2018

20

General Government $ 756,808 $ 705547 § 8618141 § 812,204
d Public Safety 1,588,432 1,573,946 1,446,117 1,442,885
3| Health 1,392 (100) 1,120 0
Transportation 768,146 768,146 514,008 514,005
Culture and Recreation 58,248 38,248 84,612 84,612
Home and Community Services 768,692 (34,783) 742,527 267
Hl Water Utilities 347,548 (245,463) 365,291 (207,070}
! Sewer Ulilities 545,249 (559,237) 871,835 (542,428}
Interest on Debt 202.627 202,627 212,873 212,873
Employee Benefits 2,015,980 2,015,980 1,909,993 1,909,993
Dépreciation 524,853 524,853 487435

otal Costs_

s 65

Li§T90%6820 08 4

487435

14,776

¢ $2,000.000
| 51,500,000

i $1,000000

; S(500,000)

NET COSTS 2018

$2,506,000

$500,000

30

$£1,000,000)

| 51,000,000

i

1
{ $(1.000.0003

NET COSTS 2017

$2,500.000

$2,000,000

31,300,000

§500.000

$0

${(500,000}

~12-
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Figure A-6 (Continued)

Total costs of services provided by the Village (Figure A-6) for the fiscal years ended May 31, 2018
and 2017 were $7,577,977 and $7,203,682, respectively. These charges were offset by charges and
services of $1,755,450, and grants and contributions of $812,761, resulting in net cost of services of
$5,009,766 for the year ended May 31, 2018. This is a $294,990 increase over last year’s total net
costs of $4,714,776.

The Village’s governmental funds are reported in the fund statements with a modified accrual basis
that uses a short-term, inflow and outflow of spendable resources focus. This information is useful
in assessing resources available at the end of the year in comparison with upcoming financial
requirements. The major governmental funds of the Village consist of the General Fund, Capital
Fund, Water Fund, Sewer Fund, and Community Development Fund. The total fund balances
allocated between restricted, assigned, and unassigned fund balance for each of these funds is as
follows:

Figure A-7
May 31,2018
Restricted Assigned Unassigned
General $ 232476 $§ 354,838 $ 705,451
Capital Projects 0 0 (67,687)
Water 716,689 0 0
Sewer 688,827 0 0
Community Development 0 29,232 0
$ 1,637,992 $ 384,070 § 637,764
~ May 31,2017
Restricted Assigned Unassigned
General $§ 145482 $ 255,000 § 855390
Capital Projects 0 0 (345,111)
Water 578,531 0 0
Sewer 653,433 0 0
Community Development 0 28,859 0
$ 1,377 446 $ 283,859 $ 510,279

-13-




GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the Village revised the general fund budgets to reflect additional changes
in budgeted revenues and expenditures. Actual revenues were more than revised budget estimates by
$4,215 and actual expenditures were less than budgeted expenditures by $427,250. Figure A-8
summarizes the general funds original and revised budgets, actual expenditures and the variances for
the year ended May 31, 2018,

Figure A-8

62

; udget Budge ctua

REVENUES
Real property taxes $ 3,0797371%  3.079.7371%  3,080353 | § 616
Real property tax items 20,000 20,000 21,628 1,628
Non property taxes 1,311,000 1,311,000 1,294,155 (16,845)
State and Federal Aid 77,000 271,914 294,559 16,645
Departmental income 25,300 25,300 31,473 6,173
All othet 108,500 119,935 115,933 (4,002)

Other financing sources. :

55-'096-5

EXPENDITURES

General government support $ 875,626 1 § 820,856 { § 734,687 1 § 86,169
Public safety 1,525,459 1,606,097 },474,083 132,014
Health 500 1,392 1,392 0
Transportation 867,085 1,121,283 963,697 157,586
Culture & recreation 74,700 89,850 58,258 31,592
Home & community service 19,000 19,000 11,196 7.804
Employee benefits 1,279,667 1,310,481 1,298,521 11,960
Debt service _ 334500 ] 359,500 3593751 i25
_ Total Expenditures 4976537.1s 5328450 |5 4901209 127,250

-14-




CAPITAL ASSETS

The Village records expenditures for land, buildings, equipment, machinery and infrastructures
(roads, water and sewer systems) as capital assets in the Statement of Net Position. Annual
depreciation expense is recorded in the Statement of Activities to reflect the use of these assets over
their useful lives. Land and construction in progress are not subject to depreciation. The Village’s
depreciation methods, assumptions regarding useful lives and capitalization thresholds arc described
in Notes 1 and § in the Notes to the Financial Statements.

Under the implementation standards of GASB 34, the Village is considered a small government, and
as such is required only to recognize infrastructures on a praspective (going forward) basis, The
Village has maintained detailed, separate records of infrastructure additions since 2004. The Village
has elected to include infrastructure additions since 2004 in the capital assets section of the
Statement of Net Position, as management believes their inclusion provides the reader with a more
complete accounting of the Village’s investment in capital resources.

n 2018, the Village expended $417,911 on capital additions. Figure A-9 reflects the changes in net
capilal assets. -

Figure A-9
: 01 Dollar' Change.
Laand $ 483,311 | § 483311 1 % 0
[Land lmprovements 161,606 191,102 (29,496)
Construction 4,270,874 4,366,166 (95,292)
Infrastructure 6,498,305 6,753,453 (255,148)
Machinery and Equipment 268,002 205,767 62,235
Vehicles 411,483 _ 200,724 210,759
' otal 12,093,581 | §- 12200523 | (106,942)|
Major additions in 2018 included:
Infrastiucture. 3 47,904
Machinery & Equipment 109,494
Vehicles 260.513
Total S Al7911

-15-
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DEBT ADMINISTRATION

Debt, both short-term and iong-term, decreased by $637,269 during 2018.

Other Postemployment Benefits increased by $500,000 during 2018.

The Village’s liability for compensated absences decreased by $38,772 during 2018.

Detailed information regarding the Village’s short and Jong-term liabilities are presented in more

detail in Note 7 and 8 in'the cuirent year’s notes to the financial statements. Figure A-10 reflects the
changes in the Village’s debt for 2018.

Figure A-10

2018 0 Dollar Change |
Bond Anticipation Notes 450,000 | $ 730,000 | $ (280,000}
Serial Bonds 4,965,000 5,370,000 (405,000)
Capital Leasc Payable 47,731 0 47,731
Net Pension Liability - Proportionate Share 385,835 975,297 (589,462)
Total Pension Liability - LOSAP 1,550,667 1,332,301 218,366
Other Postemployment Benefits 3,860,000 3,360,000 500,000
[Compensated Absences ___ 200,201 238,973 (38,772)
. Tota - 11,459,434 | $ 12,006,571 (547,137)

FINANCIAL CONTACT

The Village’s financial staternents are designed to present users (citizens, taxpayers, customers,
investors and creditors) with a gerieral overview of the Vitlage's finances and to demonstrate the
Village’s accountability. If you have questions about the report or need additional financial
information, contact Ralph Walters, Village Treasurer, Village of Highland Falls, 303 Main Street,
Highland Falls, New York 10928.

-16-



VILLAGE OF HIGHLAND FALLS
ND FALL 4

STATEMENT OF NET POSITION
MAY 31,2018

ASSETS
Unrestricted Cash
Restricted Cash
Accounts Receivable, net
Due from Fiduciary Funds
Capital Assets (Net of Accumulated Depreciation)
TOTAIL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Pensions
TOTAL ASSETS AND DEFERRED QUTFLOWS OF RESOURCES

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Liabitities
Due to Employees' Retirement System
Bond Anticipation Notes Payable
Long-Term Liabilities:
Dire and Payable Within One Year:
Bonds Payable
Capital Lease Obligations
Due and Payable More Than One Year:
Bonds Payable
Capital Lease Obligations
Net Pension Liability - Proportionate Share
Other Post Retirement Benefits Payable
Total Pension Liability - LOSAP
Compensated Absences
TOTAL LIABILITIES

DEFERRED INFELOWS OF RESOURCES
Pensions
TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Restricted
Unrestricted

TOTAL NET POSITION ,
See notes 1o financial statements.
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Schedule 1

¥ 1,442,229

[,637,992
188,884
21

12,093,581

15,362,707

882,491

16,245,198

98,146
74,940
55,044
450.000

405,000
22,577

4,560,000
25,154
385,835
3,860,000
1,550,667
200,201

11,687,564

1,045,926

12,733.490

6,989,740
1,637.992
(5.116,024)

$ 3.511,708
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Schedule 7

YILLAGE OF HIGHEAND FAL

HIGHLAND FALLS: NEW YORK
STATEMENT OF FIDUCIARY NET POQSITION
MAY 31,2018

AGENCY
FUNDS
ASSETS
Cash Y 275,228
Investment in Service Award Program Provider 1,035,364
TOTAL ASSETS $ 1,310,592
LIABILITIES
Due to Other Funds $ 21
Other Liabilities 275,207
Service Award Program Payable 1,035,364
TOTAL LIABILITIES $ 1,310,592

See notes to financial statements.
3.




NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Village of Highland Falls have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied 1o government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles. Where
comparative amounts are presented, certain reclassifications may have been made to the prior
year amounts so that they would be in conformity with the current year’s presentation. '

In June 1999, the GASB unanimously approved Statement No. 34, Basic Financial Statements -
and Management's Discussion and Analysis - for State and Local Governments. Certain of the
significant changes in the Statement include the foliowing:

» A Management’s Discussion and Analysis (MD&A) section providing an analysis of the
Village's overall financial position and results of operations.

e Tinancial statements prepared using full accrual accounting for all of the Village’s activities.
s A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including notes
to financial statements).

A. Financial Reporting Entity

The Village of Highland Falls was establislied in 1906, is governed by the Village Law, other
general municipal laws of the State of New York, and various local laws. The Village Board
is the legislative body responsible for the overall operation, the Mayor scrves as Chief
Executive Officer and the Village treasurer serves as Chief Fiscal Officer.

The Village provides the following principal services: police protection, transportation
(streets and highways), recreation, planning and zoning, general administration, public
improvemernts, water and sewer and other home and community services.

All governmental activities and functions performed for the Village of Highland Falls are its

direct responsibility. No other governmental organization has been included or excluded
from the reporting entity.
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 MAY 31,2018

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. Financial Reporting Entity (Continued)

The financial reporting entity consists of the following, as defined by Governmental
Accounting Standards Board (GASB) Staternent #14, “The Financial Reporting Entity:”

1. The primary government which is the Village of Highland Falls.

2. Organizations for which the primary government is financially accountable, and;

3. Other organizations for which the nature and significance of their relationship with the
pritnary government is such that exclusion would cause the reporting entity’s general
purpose financial statements to be misleading or incomplete.

The decision to include a potential component unit in the reporting erttity is based on the
criteria set forth in GASB Statement #14, including legal standing, fiscal dependency, and
financial accountability.

Based on the application of the above criteria, no other entities are included in the reporting
entity.

. Basis of Presentation
. Government-wide Statements

The Statement of Net Position and the Statement of Activities present financial
information about the Village'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 intemnal transactions.
Government activities generally are financed through taxes, state aid, intergovernmental
revenues, and other exchange and non-exchange transactions. Operating grants include
operating-specific and discretionary (either operating or capital) grants, while the capital
grants column reflects capital-specifi¢ grants.

The Statement of Activities presents a comparison between direct expenses and program
revenues for each function of the Village’s governmental activities. Direct expenses are
those that are specifically associated with and are clearly identifiable to a particular
function. Program revenues include charges paid by the recipients of goods or services
offered by the programs, and grants and contributions that 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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MAY 31,2018

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Basis of Presentation (Continued)

2. Fund Financial Statements

The fund statements provide information about the Village’s funds, including fiduciary
funds. Separate statements for each fund category (governmental and fiduciary) are
presented. The emphasis of fund financial statements is on major Governmental Funds,

each displayed in a separate column.

The Village of Highland Falls reports the following major Governmental Funds:

¢ General Fund: This is the Village’s primary operating fund. It accounts for all
financial transactions that are not required by law or other provision to be accounted

for in other funds.

Water Fund: Established by law to account for revenues derived from charges for

water consumption and benefited assessments and the application of such tevenues

toward related operating expenses and debt retirement.

»

Sewer Fund: Established by law to account for revenues derived from sewer rents and

benefited assessments and used for related operating expenses and debt retirement,

Capital Projects Fund: Established to account for capital improvements finances from

current monies transferred from other funds, federal and state grants and proceeds of

obligations.

Community Development Fund: Used to account for funds received as Community

Development Block Grants and Section Eight Housing Assistance, pursuant to

Community Development Act and other Federal and State Grants.

The Village reports the following fiduciary funds:

o Agency Fund: Used to account for those funds held in custody and subsequent
distributions, transmittal or release to other governments, individuals or to other

funds.
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MAY 31,2018

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus and Basis of Accounting

The Government-Wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Reveriues are recorded when earned
and expenses are recorded at the time liabilities are incurred, regardless of when the related
cash transaction takes place. Non-exchange transactions; in which the Village gives or
receives value without directly receiving or giving equal value in exchange, include property
taxes, grants and donations. On an accrual basis, revenue from 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 all eligibility requirements have been satisfied.

The Governmental Funds are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this basis of accounting, revenues
are recorded when measurable and available. Available means collectible within the current
period of soon enough thereafier to be used to pay liabilities of the current period.

Material revenues that are accrued include real property taxes, state and federal aid, sales tax
and certain user charges. If expenditures are the prime factor for determining eligibility,
revenues from federal and state grants are accrued when the expenditure is made.

Expenditures are recorded when the related fund Hability is incurred. except for principal and
interest on general long-term debt, claims and judgments, and compensated absences, which
are recognized as expendilures 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.

D. Property Taxes

Village real property taxes are levied annually on June 1, and become a lien on that date.
Taxes are collected during the period June 1 to June 30 at face value and from July 1 to
October 31 with interest added. The Village Receiver of Taxes collects all real estate taxes

for Village purposes. The Village Receiver distributes the collected tax money to the Mayor
prior to reporting the uncollected balance to the County. The Village thereby is assured of
100% tax collection. Responsibility for the collection of unpaid taxes rests with the County.
Uncollected tax liens are sold annually by the County.

27-




MAY 31, 2018
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. Budgetary Data

1. Budget Policies - The budget policies are as follows;

a. No later than March 20, the budget officer submits a tentative budget to the Village
Clerk. The tentative budget includes proposed expenditures and the proposed means

of financing for all funds.

b. No later than March 31, the Village Clerk presents the tentative budget to the Village

Board for the fiscal year commencing the following June 1.

¢. After public hearings are conducted to obtain taxpayer comments, no later than April

20, the Village Board adopts the budget by May 1.

d. All modifications of the budget must be approved by specific action of the Village
Board. However, the Mayor is authorized to transfer certain budgeted amounts within

departmenits.

2. Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments
for the expenditure of monies are recorded for budgetary control purposes to reserve that
portion of the applicable appropriations, is employed in all funds. Encumbrances are
reported as reservations of fund balances since they do not constitute expenditures ot
liabilities. Expenditures for such commitments are recorded in the period in which the

liability is incurred.

3. Budget Basis of Accounting

Budgets are adopted annually on a basis consistent with generally accepted accounting
principles. Appropriations authorized for the current year are increased by the amount of

encumbrances carried forward from the prior year.

Budgetary controls for the special grant fund are established in accordance with the
applicable grant agreements which cover, in most cases, a pericd other than the Village’s

fiscal year.
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VILLAGE OF HIGHLAND FALLS
IGHLAND FALL '
MAY 31, 2018

NOTE 1. SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES (Continued)
F. Cash and Investments

The Village ‘of Highland Falls’ investment policies are governed by State statutes. In
addition, the Village of Highland Falls has its own written investment policy. Village of
Highland Falls' monies must be deposited in FDIC insured commercial banks or trust
companies located within the State. The mayor is authorized to use demand accounts and
certificates of deposit. Permissible investments include obligations of the U.S. Treasury and
U.S. Agericies, repurchase agreements, and obligations of New York State or its localities.

Collateral is required for demand deposits and certificates of deposit not covered by federal
deposit insurance. Obligations that may be pledged as collateral are obligations of the United
States and its agencies and obligations of the State and its municipalities and school districts.

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

G. Accounts Receivable

Accounts receivable are shown gross, with uncollectible amounts recognized under the direct
write-off method. No allowance for uncollectible accounts has been provided since it is
believed that such allowance would not be material, All receivables are expected to be
collected within the subsequent fiscal year.

H. Due To/From Othér Funds
Amounts due to and due from within the same fund type have been eliminated in the

Government-wide statements. A detailed description of the individual fund balances is
provided subsequently in these notes.

1. Inventories and Prepaid ltems
Puichases of inventoriable items are recorded as expenditures in the Government Funds at
the time of purchase. Inventory-type items are considered immaterial and, consequently, are

not provided in the government-wide statemerits.

Prepaid items represent payments made by the Village for which benefits extend beyond
year-end.
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NOTES TO FINANCIAL STATEMENTS
MAY 31,2018

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
J. Capital Assets

Capital assets are reported at historical costs. The Village depreciates capital assets using the
straight-line method over the estimated useful life of the assets. Capitalization thresholds
(the dollar value above which capital asset acquisitions are added to the capital asset
accounts) and estimated useful lives of capital assets reported in the Government-Wide
statements are as follows:

Estimated
Capitalization Useful
Threshold Life
Land Improvements $ 5,000 20 years
Building and Improvements 5,000 50 years
Furniture, fixtures & machinery 1,000 5-10 years
Vehicles 1,000 6-8 years

K. Infrastructure
The Village includes long-lived improvements to roads, water and sewer systems as capital
assets in the Government-wide statements. Infrastructures are reported at historical costs and
are depreciated using the straight-line method over their estimated useful lives,

Capitalization thresholds and estimated useful lives for infrastructure are as follows:

Estimated
Capitalization Useful
Threshold Life
Water & Sewer systems 5,000 20-50 years
Road Systems 5,000 20-50 years
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NOTE 1, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L.

Vested Employee Benefits

Employees accrue (earn) vacation leave based on the number of years employed up to a
maximum of twenty-five days and may carry over up to forty-five days each year. Upon
separation from service, an employee is entitled to payment for accumulated vacation time.

Employees acerue (¢arn) sick leave at the rate of one day per month and may accumulate
such credits up to the total of 180 days. Employees are not paid for any accumulated sick
leave upon separation of service.

A liability for accrued vacation and sick time is reflected in the government-wide statements
under the heading “Compensated Absences”.

Tle Village's employees participate in the New York State Employees’ Retirement System
and New York State Police and Fire Retirement Systems.

In addition to providing pension benefits, the Village of Highland Falls provides health
insurance coverage for retired employees. Substantially all of the Village’s employees may
become eligible for these benefits if they reach normal retirement age while working for the
Village. Health care betiefits are provided through an insurance company whose premiums
are based on the benefits paid during the year for the community. The Village recognizes the
cost of providing benefits by recording its share of insurance premiums as an expenditure in
the year paid.

During the year, approximately $330,000 was paid from the General Fund on behalf of 19
retirees,

. Unemployment Insurance

Village employees are covered by unemployment insurance. The Village has chosen to
discharge its liability to the New York State Unemployment Insurance Fund by means of the
benefit reimbursement method. This is a dollar-for-dotlar reimbursement to the
Unemployment Insurance Fund for the benefits paid to former employees and charged to the
Village’s account. The Village is exempt for federal unemployment insurance tax.

Deferred Compensation

The Village offers their employees a Deferred Compensation Plan (the Plan) created in
accotdance with Internal Revenue Code Section 457. The Plan, which is available to all
eligible participants, permits participants to defer a portion of their salary not to exceed the
IRS limits, Amounts deferred under the Plan are not available to the employee until
termination, retirement, death or unforeseeable emergency.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

0. Deferred Outfiows and Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section
for deferred cutflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future period
and so will not be recognized as an outflow of resources (expense/expenditure) until then.
The government has one item that qualifies for reporting in this category. This is related to
pensions reported in the entity-wide Statement of Net Position. This represents the effect of
the net change in the Village's proportion of the collective net pension asset or liability and
difference during the measurement period between the Village's contributions and its
proportion share of total contributions to the pension systems not included in pension
expense. Lastly is the Village contributions to the pension systems (PFRS and ERS Systems)
subsequent to the measurement date.

In addition to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until that time,
The Village has one item that qualities for reporting in this categery. This item is related to
pensions reported in the Village - wide Statement of Net Position, This represents the effect
of the net change in the Village's proportion of the collective net pension liability (ERS and
PFRS System) and difference during the measurement pericds between the Village's
contributions and its proportionate share of total contributions to the pension systems not
included in pension expense.

. Risk Retention

The Village assumes the liability for most risk including, but not limited to, property damage
and personal injury liability. Judgments and claims are recorded when it is probable that an
asset has been impaired or a liability has been incurred and the amount of loss can be
reasonably estimated.

. Restricted Resources
When an expense is incurred for purposes for which both restricted and unrestricted net

position is available, it is the Village's policy to apply restricted funds before unrestricted
funds, unless otherwise prohibited by legal requirements.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
R. Equity Classification

1. Governmeni-wide Statements

Equily is classified as net position and displayed in three components:

Net Investment in Capital Assets - consists of net capital assets (cost less accumulated
depreciation) reduced by outstanding balances of related debt obligations from the
acquisition, constructions ot improvements of those assets.

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

Unrestricted - reports all other net position that does not meet the definition of the above
two classifications and are deemed to be available for general use by the Village.

. Funds Statements

The Village followed GASB Statement No. 54. The purpose of this accounting standard is
to provide fund balance categories and classifications that are more ecasily understood by
users of financial statements and consistently applied by villages. This standard sets forth
hierarchical fund balance classifications that are based primarily upon the extent to which a
Village is bound to observe constraints imposed upon the use of resources reported in
governmental funds. The following is a brief description on the five fund balance
classifications that the Village can utilize:

Nonspendable: Includes amourits that cannot be spent because they are either (a) not in
spendable form or (b) legally or contractually required to be maintained intact.

Restricted: -Constraints have been imposed on the use of these amounts either (a)
externally by creditors, grantors, contributors or laws or regulationts of other
governments; or (b} by law through constitutional provisions or enabling legislation.
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MAY 31,2018
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
R. Equity Classification (Continued)

2. Funds Statements (Continued)

Capital Reserve

The Capital Reserve is used to pay the cost of any object or purpose for which bonds
may be issued. The capital rescrve was approved by the Village Board to be used for
future capital projects. This reserve is accounted for in the General, Water, and Sewer
Funds in the amount of $232,476, $716,689, and $688,827, respectively.

Restricted balances at May 31, 2018 were as follows:

General Fund $ 232476
Water Fund 716,689
Sewer Fund 688,827

Total $ 1,637.992

Committed: Includes amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the Board of Trustees. The Village did not classify
any of its fund balances as committed as of May 31, 2018.

Assigned: Includes amounts that are constrained by the Village’s intent to be used for
specific purposes, but arc neither restricted nor committed. Assigned fund balance
includes (a) all remaining amounts (except for negative balances) that are reported in
goveriunental funds, other than the General Fund, that are not classified as nonspendable
and are neither restricted nor committed and (b) amounts in the General Fund that are
intended to be used for a specific purpose. Assigned fund balance in the General Fund
includes $354,838 assigned to be used 1o reduce the tax levy for the year ending May 31,
2019. This assignment is made when the tax levy is set by the Board of Trustees pursuant
to the Village™s annual budget policy. The Community Development has assigned fund
balance of $29,232.

Unassigned: Includes fund balance that has not been assigned to other funds and that has
not been restricted, committed, or assigned to specific purposes within the General Fund.
In other governmental funds, if expenditures incurred for specific purposes exceeded the
amounts restricted, committed, or assigned to those purposes, negative unassigned fund
balance is reported.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

S.

Interfund Transfers

The operations of the Village gives rise to certain transactions between funds, including
transfers to provide services and construct assets. The amounts reported on the Statement of
Revenues, Expenditures and Changes in Fund Balance-Governmental Funds for interfund
transfers have been eliminated for the Statement of Activities. A detailed description of the
individual fund transfers that occurred during the year is provided subsequently in these
notes.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported
revenues and expenses during the reporting period. Actual results could differ from those
estimates. Estimates and assumptions are made in a variety of areas, including computation
of encumbrances, compensated absences, potential contingent liabilities and useful lives of
long term assets.

New Accounting Standards

The Village has adopted all current Statements of the Governmental Accounting Standards
Board (GASB) that are applicable. At May 31,2018, the Village implemented the following
new standards issued by GASB:

o GASB Statement 73, Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB 67 and 68, effective for the year
eriding May 31, 2018.

s GASB Statement 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, effective for the year ending May 31, 2013,

» GASB Statement 80, Blending Requirements for Certain Component Units—an
amendment of GASB Statement No. 14, effective for the year ending May 31,2018,

o GASB Statement 81, frrevocable Split-Intcrest Agreements, effective tor the year
ending May 31, 2018.

s GASB Statement 82, Pension Issues—an amendment of GASB Statements No. 67,
No. 68, and No. 73, effective for the year ending May 31, 2018,
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
UJ. New Accounting Standards (Continued)
GASB has issued Statement 73, Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments fo
Certain Provisions ¢f GASB 67 and 68. which establishes requirements for defined benefit
pensions that are not within the scope of Statement No. 68, as well as for the assets
accumnulated for purposes of providing those pensions. The Village has implemented
Statement 73, as required.

GASB has issued Statement 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, which improves the usefulness of information about postemployment
benefits other than pensions included in the general purpose external financial reports of state
and local governmental OPEB plans for making decisions and assessing accountability. The
Village has implemented Statement 74, as required.

GASB has issued Statement 80, Blending Requivements for Certain Component Units—an
amendment of GASB Statement No. 14, which improves financial reporting by clarifying the
financial statement presentation requirements for certain component units. This Statement
amends the blending requirements established in paragraph 53 of Statement No. 14, The
Financial Reporting Entity, as amended. The Village has implemented Statement 80, as
required.

GASB has issued Statement 81, Irrevocable Split-Inierest Agreements, which improves
accounting and financial reporting for irrevocable split-interest agreements by providing
recognition and measurement guidance for situations in which a government is a
beneficiary of the agreement. The Village has implemented Statement 81, as required.

GASB Has issued Statement 82, Pension Issues—an amendment of GASB Statements No.
&7, No. 68, and No. 73, which addresses certain issues that have been raised with respect to
Statements No. 67, 68, and 73. Specifically, this Statement addresses issues regarding (1)
the presentation ‘of payroll-related measures in required supplementary information, (2) the
selection of assumptions and the treatment of deviations from the guidance in an Actuarial
Standard of Practice for financial reporting purposes, and (3) the classification of payments
made by employers to satisfy employee (plan member) contribution requirements. The
Village has implerented Statement 82, as required.

NOTE 2. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN GOVERNMENTAL
FUND STATEMENTS AND GOVERNMENT-WIDE STATEMENTS

Dué to the differences in the measurement focus and basis of accounting used in the
governmental fund statements and the government-wide statements, certain financial transactions
are treated differently. The differences result primarily from the economic focus of the
Statement of Activities, compared with the current financial resources focus of the government
funds.
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MAY 31, 2018

NOTE 2. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN GOVERNMENTAL
FUND STATEMENTS AND GOVERNMENT-WIDE STATEMENTS (Continued)

A. Total Fund Balances of Governmental Funds vs. Net Position of Governmental Activities:

Total fund balances of the Village’'s governmental funds differ from “net position” of
governmental activities reported in the Statement of Net Position. This difference primarily
results froni the additional long-term economic focus of the Statement of Net Position versus the
solely current financial resources focus of the Governmental Fund Balance Sheet.

The basic financial statements cortain a detailed reconciliation of the items creating the
differences between fund balance reported in the Governmental Fund Statements and net
position reported on the Statement of Net Position.

1. The costs of building and acquiring capital assets (land, buildings and equipment) financed
from the governmental funds are reported as expenditures in the year they are incurred,
and the asscts do not appear on the Balance Sheet. However, the Statement of Net
Position includes those capital assets among the assets of the Village as a whole, with
their original costs capitalized and depreciation expensed annually over their useful lives.

Original Cost of Capital Assets $ 24,096,825
Accumulated Depreciation (12.003.244)
Capital Assets, Net $ 12.093.581

2. Interest payable is recognized in the entity wide statements under full acerual aceounting.
No acerual is recognized in the governmental fund statements for interest that was not paid
from current financial resources.

Interest Payable at May 31, 2018 $ 68830
3. Long-term liabilities are reported in the Statement of Net Position, but not in the

governmental funds, because they are not due and payable in the current period. Balances
at year-end were:

Bonds Payable 3 4,965,000
Capital Lease Payable 47,731
Other Postemployment Benefits 3,860,000
Total Pension Liability — LOSAP 1,550,667
Compensated Absences 200,201

$.10.623.599
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NOTE 2. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN GOVERNMENTAL FUND
STATEMENTS AND GOVERNMENT-WIDE STATEMENTS (Continued)

A. Total Fund Balances of Governmental Funds vs. Net Position of Governmental Activities:
(Continued)

4, Inthe Statement of Net Position, a liability is recognized for the Village’s proportionate
share of the net pension liability attributable to each defined benefit pension plan in which
the Village participates, A net pension liability is measured as the proportionate share of
the pottion of the actuarial present value of projected benefit payments that is attributed to
past periods of employee service (proportionate share of total pension liability), net of the
proportionate share of that pension plan’s fiduciary net position. If a pension plan’s
fiduciary net position exceeds its total pension liability, the Village’s proportionate share
of the pension plan’s net pension asset is recognized. Also, deferred outflows and inflows
of resources related to pensions primarily result from contributions subsequent to the
measurement date, as well as changes in the components of the net pension liability or
asset. However, none of these amounts are included on the Balance Sheet as they are only
recognized to the extent the pension liability is normally expected to be liquidated with
expendable available financial resources. These balances at May 31, 2018 were as

follows:

Deferred Outflows of Resources — Pension $ 882,491
Net Pension Liability, Proportionate Share (ERS & PFRS) (385,835)
Deferred Inflows of Resources — Pension (1,045.926)

$_ (549.270)

B. Explanation of Difterence between Governmental Funds Operating Statement and the
Statement of Activities:

Differences between the Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balance and the Statement of Activities fall into one of three broad
categories. The amounts shown below represent these differences as follows:

» Long-term revenue differences arise because Governmental Funds report revenues only
when they are considered “available”, whereas the Statement of Activities reports
revenues when earned. Differences in long-term expenses arise because Governmental
Funds report on a modified accrual basis, whereas the accrual basis of accounting is used
on the Statement of Activities.

» 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 assets
as reported on the Statement of Activities, and the difference between recording an
expenditure for the purchase of capital items in the governmental fund statements and
depreciation expense on those items as recorded in the Statement of Activities.
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NOTE 2. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN GOVERNMENTAL FUND
STATEMENTS AND GOVERNMENT-WIDE STATEMENTS (Continued)

B. Explanation of Difference between Governmental Funds Operating Statement and the
Statement of Activities: {Continued)

+ Long-term debt transaction differences occur because both interest and principal payments
are recorded as expenditures in the Governmental Fund statements, whereas interest
payments are recorded in the Statement of Activities as incurred, and principal payments
are recorded as a reduction of liabilities in the Statement of Net Position.

The basic financial statements contain a detailed reconciliation of the items creating the
differences between the change in fund balance reported ini thie Government Fund Statements

and the change in net position reported in the Statement of Activities.

Total Revenue and Other Funding Sources:

Total revenues and other sources reported in Governmental Funds (Schedule #5) $ 7,979,871
Proceeds from Obligations (72,731)
BAN's redeemed from appropriations {280,000y -
Total Revenues in the Statement of Activities and Changes

in Net Position (Schedule #2) $ 7.627,140

Total Expenditures and Other Uses/Expenses:

Total expenditures and other uses reported in Governmental Funds
(Schedule #5) $ 7.491,629

In the Statement of Activities, certain operating expenses (Compensated absences)
are measured by the amounts earned during the year. In the governmental funds,
however, expenditures for these items are measured by the amount of financial
resources used (essentially, the amounts actually paid). The liability for compensated
absences decreased during the year. (Schedule #6) (38,772)

In the Statement of Activities, the expense for other postemployment benefits are
measured based on the actuarially determined annual contributions (ARC) of the
Village. In the governemental funds, however these expenditures are measured by
the amount of financial resources used (essentially, the amounts actually paid). The
liability for other postemployment benefits increased during the year, (Schedule #6) 500,000
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NOTE 2. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN GOVERNMENTAL FUND
STATEMENTS AND GOVERNMENT-WIDE STATEMENTS (Continued)

B. Explanation of Difference between Governmental Funds Operating Statement and the
Statement of Activities: (Continued)

In the Statement of Activities, the expense for LOSAP benefits are measured based
on the actuarially determined annual contributions (ARC) of the Village. In the
govermnemniental funds, however these expenditures are measured by the amount of
financial resources used (essentially, the amounts actually paid). The liability for
LOSAP benefits increased during the year. (Schedule #6) 218,366

When purchase or construction of capital assets is financed through governmental
funds, the resources expended for those asséts are reported as expenditures in the
years they are incurred. However, in the Staterhent of Activities, the cost is allocated
over their estimated useful lives and reported as depreciation expense. This is the
amount by which capital expenditures of $417,911 is less than depreciation of
$524,853 in the current vear. (Schedule #6) 106.942

{Increases) decreases in proportionate share of net pension asset/liability reported in
the Statement of Activities do not provide for or require the use of current financial
rescurces and therefore are not reported as revenues or expenditures in the
governmental funds. (PFRS of $42,758 and ERS of $(29,113)) (Schedule 6) 13,645

Interest payable is recognized in the government-wide statements under full accrual
accounting whereas it is not under the governmental fund statements. This is the
amount by which interest payable for the current year is less than the interest payable
for the prior year. (Schedule #6) (3.833)

Repayment of debt service principal is an expenditure in the governmental funds,
but reduces long-terin liabilities in the Statement of Net Position, and does not affect
the Statement of Activities. (Schedule #6) (710,000)

Total expenses in the Statement of Activities and
and Changes in Net Position {Schedule #2) $ 7,571,977
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NOTE 3. CHANGE IN ACCOUNTING PRINCIPLE

NOTE 4.

NOTE 5,

For the year ended May 31,2018, the Village implemented GASB Staternent #73, GASB has issued
Statement 73, Accounting and Financial Reporting for Pensions and Relaled Assets That Are Not
within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB 67 and 68,
which establishes requirements for defined benefit pensions that are riot withini the scope of
Statement No. 68, as well as for the assets accumulated for purposes of providing those pensions.
See note 15 for the financial statement impact of the impletientation of the statement.

CASH

The Village of Highland Falls' investment policies are governed by State statutes, as previously
described in'these Notes. The depository bank places approved pledged securities for safekeeping
and trust with the Village's agent bank in an amount sufficient to protect funds on a day-to-day basis
during the period of the contract. The pledge of approved securities is waived only to the extent of
the depository bank's dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance.

At May 31, 2018, the carrying amount of the Village's deposits (cash, certificate of deposits, and
interest-bearing savings accounts) was $3,355,449 and the bank balance was $3,357,813. The
Village's deposits at May 31, 2018 were entirely covered by FDIC Insurance or by pledged collateral
held by the Village's agent bank in the Village's name.

INTERFUND ACTIVITY

Interfund receivables and payables at May 31, 2018, were as follows:

Interfund Interfund

Fund Receivable Payable

General $ 21§ 0

Trust & Agency 0 21
Total .8 21

Interfund transfers in and transfers out for the year ended May 31, 2018, were as follows:

Interfund Interfund

Fund TransfersIn  Transfers Out
General $ 100,000 & 0
Water 0 50,000
Sewer { 50,000
Total $_ 100,000 $ 100,000

-41-




VILLAGE OF HIGHLAND FALLS
HIGHLAND FALLS, NEW YORK

NOTE 6. CAPITAL ASSETS
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Capital asset balances and activity for the year ended May 31, 2018, were as follows:

Capital Assets that are
not Depreciated:
Land
Total Non-Depreciable
Historical Cost

Capital Assets that are
being Depreciated:
Land Improvements
Construction
Infrastructure
Machinery & Equipment
Vehicles
Total Depreciable
Historical Cost

Less Accumilated
Depreciation:
Land Improvements
Construction
Infrastructure
Machinery & Equipment
Vehicles
Total Accumulated
Depreciation

Total Historical Cost, Net

Disposals
Beginning Ending
Balance Additions ifications Balance
483311 § 0o $ 0 483311
483,311 0 0 483,311
546,121 0 0 546,121
6,208,296 0 0 6,208,296
10,666,873 47,904 0 10,714,777
3,893,784 109,494 0 4 003,278
1,880,529 260,513 0 2,141,042
23,195,603 417,911 0 23,613,514
355,019 29,496 0 384,515
1,842,130 95,292 0 1,937,422
3,913,420 303,052 0 4216,472
3,688,017 47,259 0 3,735,276
1,679,803 49,754 0 1,729,559
11,478,391 524 853 0 12,003,244
$ 12200523 $ (106,942) § 0 § 12,093,581
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MAY 31,2018

NOTE 6. CAPITAL ASSETS (Continued)

Depreciation was charged to governmental functions as follows:

General Government Support $ 36,740
Public Safety 125,965
Transportation 57,734
Culture and Recreation 2,624
Home and Community Services 212,565
Water Utilities 15,746
Sewer Utilities 73,479
Total Depreciation Expense $ 524,853

NOTE 7. LIABILITIES

A. Short-Term Debt

Liabilities for bond anticipation notes (BAN’s) are generally accounted for in the Capital
Projects Fund. The notes or renewal thereof may not extend more than five years beyond the
original date of issue unless a portion is redeemed within five years and within each 12
morith period thereafter. For short-term financing, the Village of Highland Falls redeems
(pays down) one-fifth (1/5) of the original BAN borrowing.

State law requires that BAN's issued for capital purposes be converted to long-term
obligations within five years after the original issue date, However, BAN's issued for
assessable improvement projects may be renewed for period’s equivalent to the maximum
life of the permanent financing, provided that stipulated annual reductions of prineipal are
made. As of May 31,2018, one Bond Anticipation Note (BAN) was outstanding for a total
amount of $450,000. These temporary funds were borrowed to assist with financing the
renovation and conistruction expansion costs of the Village's water system, sewer facility and
building improvements, vehicles, and other capital projects.

The following is a summary of Village of Highland Falls’ outstandmg bond anticipation
notes for the year ended May 31, 2018.

Original Amount
Date of Original  Interest  Date of Outstanding
Description Issue Amount Rate Maturity at Year End
Various Purpose 2015 03/06/15  § 1,532,500 1.85%  03/01/19 $ 450,000
Total BAN's Payable $ 450,000
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NOTE 7. LIABILITIES (Continued)
A. Short-Term Debt (Continued)

Interest in short-term debt paid during the year was:

Interest paid $ 11,534

Less; Interest accrued-prior year (2,718)

Add: Interest accrued-current year 1,862
Total Short-Termn Interest $ 10,778

A. Long-Term Debt

Bonds: The Village of Highland Falls borrows money in order to acquire land or equipment or
construct buildings and improvements. This enables the cost of these capital assets to be botne
by the present and future taxpayers. At May 31, 2018, the total bond principal indebtedness
outstanding of the Village of Highland Falls aggregated $4,965,000.

The following is a summary of the Village’s outstariding bonds for the year ending May 31,

2018.

Original Amount

Date of Original  Interest  Date of Outstanding
Description Issue Amount Rate  Maturity  at Year End
Serial Bonds: '
Backwash/Screw Pumps - EFC ~ 3/13/2003 763,000  Var.  10/15/2032 § 420,000
2009 Bond - Various Purposes 8/1/2009 3,100,000 Var. §/1/2035 2,525,000
2012 Refinancing 51112012 3,145,000  Var. 7/1/2035 1,820,000
2016 Road Improvements 31212016 262,500 Var. 3172025 200,000

Total Bonds Payable $ 4,965,000

Interest on long-term debt patd during the year was:

Interest paid 3 194928

Less: Interest accrued-prior year (69,945)

Add; Interest accrued-current year 66,869
Total Long-Term Interest . 191,852
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Long-term liability balances and activity for the year are suminarized below:

Beginning Ending
Balance [ssued Redeemed Balance
Governmental Activitic
Serial Bonds $ 5,370,000 % 0§ 405000 § 4,965,000
Capital Lease Payable 0 72,731 25,000 47,731
Other liabilities:
Other Postemployment Benefits 3,360,000 830,000 330,000 3,860,000
Total Pension Liability - LOSAP 1,332,301 304,990 86,624 1.550,667
Compensated Absenses 238,973 0 38,772 200,201
Total Long-Term Liabilities $ 10,301,274 $§ 1,207,721 § 88539 § 10,623,599

Activity for compensated absences is shown at net due the impracticability of determining
these amounts separately. Payments of compensated absences are dependent upon future
factors and, therefore, the timing of such payments cannot be determined. Compensated
absences are reflected as a long-term liability in the Statement of Net Position.

The following is a summary of the maturity of long-term bond indebtedness:

Year Principal Interest Total
2019 § 427,577 $ 187,093 $ 614,670
2020 295,154 175,139 470,293
2021 275,060 166,704 441,704
2022 285,000 157,901 442,901
2023 295,000 148,304 443304
2024-2028 1,565,000 560,428 2,125,428
2029-2033 1,360,000 251,517 1,611,517
2034-2035 510,000 23,787 533,787
Total $ 5,012,731 $1,670.873 } 6,683,604
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NOTE 7. LIABILITIES (Continued)
C. Postemployment Benefits

The Village provides medical coverage. to actives, retirees and spouses through the NYSHIP
Empite Plan. The Empire Plan provides comprehensive coverage through various programs.

The Village followed GASB Statement #45, Accounting and Financial Reporting by employers for
Postemployment Benefits Other than Pensions, in the year ended May 31, 2018. This required the
Village to calculate and record a net other post-employment benefit obligation at year-end. The net
other post-employment benefit obligation is basically the cumulative difference between the
actuarially required contribution and the actual contributions made.

The Village recognizes the cost of providing health insurance annually as expenditures in the
General Fund of the funds financial statements as payments are made. For the year ended May 31,
2018, the Village recognized approximately $330,000 for its share of insurance premiums for
currently enrolled retirees.

‘The Village has obtained an actuarial valuation report as of June 1, 2017, which indicates that the
total actuarial accrued liability for other post-employment benefits is $9,770,000.

Plan Description:

Medical Benefits Program: The Plan is a fully insured plan. Current NYSHIP/Empire retiree
premium rates provided to us by the Village include:

A) Individual Pre-Age 65: Generally $805 per month.

B) Family Pre-Age 65: Generally $1,809 per month.

C) Individual Post-Age 65: Generally $402 per month.

D) Family Post-Age 65: Generally $1,002 per month.

For GASB #45 purposes, the plan is deemed “community rated”. Therefore, adjustments top the
premium rates to reflect the difference between the pre-age 65 active/retiree group(for which the
current premium rates were based on) and the pre-age 65 retiree group, were not required, due to the
“community rated” exception under ASOP 6. The minor impact of the Healthnet coverage is not
considered material for this purpose.

Medicare Part B Premiums: paid by the Village at $104.90/mo.
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NOTE 7. LIABILITIES (Continued)
C. Postemployment Benefits (Continued)
Eligibility: Eligibility requirements are as follows:
A) Nop-uniformed: An employee may retire after age 55 with at Jeast 10 years of service.
B) Police: Anemployee may retire after completing at least 20 years of service.
() Spousal benefit upon retiree’s death: Coverage continued; spouse must pay full blended
rate,

D) Active service death benefit: N/A

Yillage Subsidy:

The Village will generally contribute 100% of the NY SHIP/State Empire medical premium amounts
for those electing individual coverage, and 90% toward those electing family coverage.

Funding Policy: The employer’s funding policy is to contribute the current annual premium (net of
eniployee contributions) for all retired participants (i.c., pay-as-you-go). Current New York State
law prohibits municipalities from pre-funding retiree medical benefit obligations in a Trust, although
pre-funding moneys can arguably be “set-aside” on the municipality’s balance sheet.

Medicare Part D reimbursement by New York State is also considered an “employer contribution”™
for GASB #45 purposes.

Anntial OPEB Cost and Net OPEB Obligation: The Village’s annual other postemployment benefit
(OPEB) cost {expense) is calculated based on the annual required contribution of the employer
(ARQC), an amount actuarially determined in accordance with the parameters of GASB Statement 435,
The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to
exceed thirty years. The following table shows the components of the Viliage’s annual OPEB cost
for the year, the amount actually contributed to the plan, and changes in the Village’s net OPEB

obligation:
Annual required contribution $880,000
Interest on net OPEB obligation 150,000
Adjustment to annual required contribution (200,000)
Annual OPEB cost (expense) 830,000
Contributions made (330,000)
Increase in net OPEB obligation 500,000
Net QOPEB obligation - beginning of year 3,360,000
Net OPEB obligation - end of year _3.860,000
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NOTE 7. LIABILITIES (Continued)

C. Postemployment Benefits (Continued)
The Village’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and

the net OPEB obligation for the current year and the two preceding years were as follows:
Percentage of

Annual OPEB Cost Net OPEB

Year Ended Annual OPEB Cost Contributed Obligation
5/3172018 $ 830,000 39.8% $ 3,860,000
5/31/2017 $ 790,000 41.8% b 3,360,000
53172016 $ 750,000 40.0% § 2,900,000

Funded Status and Funding Progress:

As of June 1, 2017, the most recent actuarial valuation date, the plan was 0% funded. The
actuarial accrued liability for benefits was $9,770,000, and the actnarial value of assets was $0,
resulting in an unfunded actuarial accrued liability (UAAL) of $9,770,000. The covered payroll
(annual payroll of active employees covered by the plan) was $2,160,000., and the ratio of the
UAAL to the covered payroll was 452%. Actuarial valuations of an ongoing plan involve
estimates of the value of reported amouats and assumptions about the probability of occurrence of
events far into the future, Examples include assumptions about future employment, mortality, and
the healtheate cost trerd. Amounts determined regarding the funded status of the plan and the
annual required contributions of the employer are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future,

Actuarial Methods and Assumptions:

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

The following assumptions were made:
Valuation Date: June 1, 2017
Discount Rate: 4.5% compounded annually.

Salary Scale: Not applicable.
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NOTE 7. LIABILITIES (Continued)

C. Postemployment Benefits (Continued)
Mortality: Life expectancies were based on the RP-2014 Mortality Table with MP-2014 projection.

Withdrawal: Sarasson T-5 Table
Disability: N/A

Retirement Age: Active employees on average, will receive their benefits when eligible but no earlier
than age 55,

Healthcare Cost Trend Rate: Healthcare costs will increase at an annual rate range of 8% for year one
decreasing to 5% for years 7 and beyond.

Marital — Actives: Wife is assumed to be same age as the husband. 70% of males and 50% of
females are assumed married.

Participation Rate: 100% of eligible retirees expected to participate. 3% per annum.
Asset Valuation Method: Market Value.
Amortization Period: Level Dollar Basis/Open over 30 years.

NOTE 8. PENSION PLANS

Plan Description

The Village participates in the New York State and Local Employees’ Retirement System (ERS).
ERS and the New York State and Local Police and Fire Retirement System (PFRS) which are
collectively referred to as New York State and Local Retiretnent System (the ERS System).
These are cost-sharing multiple-employer defined benefit retirement systems. The net position of
the ERS 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 fiduciary net position allocated to the
ERS System. The Comptrolier of the State of New York serves as the trustee of the Fund and is
the administrative head of the ERS System. The Comptroller is an elected official determined in
a direct statewide election and serves a four-year term. Thomas P. DiNapoli has served as
Comptrdller since February 7, 2007. In November, 2014, he was elected for a new term
commencing Januaty 1, 2015. System benefits are established under the provisions of the New
York State Retirement and Social Security Law (RSSL). Once a 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, The
Village also participates in the Public Employees™ Group Life Insurance Plan (GLIP), which
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NOTE 8. PENSION PLANS (Continued)

Plan Description (Continued)

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 report 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,

ERS and PFRS Benefits Provided
The ERS System provides retirement benefits as well as death and disability benefits.
Tiers | and 2

Eligibility: Tier 1 members, with the exception of those retiring under special retirement plans,
must be at least age 55 to be eligible to collect a retirement benefit. There is no minimum service
requirement for Tier 1 members. Tier 2 members, with the exception of those retiring under
special retirement plans, must have five years of service and be at least age 55 to be eligible to
collect a retirement benefit. The age at which full benefits may be collected for Tier 1 is 55, and
the full benefit age for Tier 2 is 62.

Benefit Calculation: Generally, the benefitis 1.67 percent of firial average salary for each year of
service if the member retires with less than 20 years. If the member retires with 20 or more years
of service, the benefit is 2 percent of final average salary for each year of service. Tier 2 members
with five or more years of service can retire as early as age 55 with reduced benefits. Tier 2
members age 55 or older with 30 or more years of service can retire with no reduction in
benefits. As a result of Article 19 of the RSSL, Tier 1 and Tiei 2 members who worked
continuously from April 1, 1999 through October 1, 2000 received an additional month of
service credit for each year of credited service they have at retirement, up to 2 maximum of 24
additional months.

Final average salary is the average of the wages earned in the three highest consecutive years. For
Tier 1 members who joined on of after June 17, 1971, each year of final average salary is limited
to no more than 20 percent of the previous year. For Tier 2 members, each year of final average
salary is limited to no more than 20 percent of the average of the previous two years.

Tiers 3, 4, and 5

Eligibility: Tier 3 and 4 members, with the exception of those retiring under special retirement
plans, must have five years of service and be at least age 55 to be eligible to collect a retirement
benefit. Tier 5 members, with the exception of those retiring under special retirement plans, must
have 10 years of service and be at least age 55 to be eligible to collect a retirement benefit. The
full benefit age for Tiers 3, 4 and 5 is 62.
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NOTE 8. PENSION PLANS (Continued)
ERS and PFRS Benefits Provided (Continued)
Tiers 3, 4, and 5 (Continued)

Benefit Calculation: Generally, the benefit is 1.67 percent of final average salary for each year of
service if the membet retires with less than 20 years, If a member retires with between 20 and 30
years of service, the benefit is 2 percent of final average salary for each year of service. If a
member retires with more than 30 years of service, an additional benefit of 1.5 percent of final
average salary is applied for each year of service over 30 years. Tier 3 and 4 merinbers with five
or more years of service and Tier 5 members with 10 or more years of service can retire as early
as age 55 with reduced benefits. Tier 3 and 4 members age 55 or older with 30 or more years of
service can retire with no reduction in benefits.

Final average salary is the average of the wages earned in the three highest consecutive years. For
Tier 3, 4 and 5 members, each year of final average salary is limited to no more than 10 percent
of the average of the previous two years.

Tier 6

Eligibility: Tier 6 members, with the exception of those retiring under special retirement plans,
must have 10 years of service and be at least age 55 to be eligible to collect a retirement benefit.
The full benefit age for Tier 6 is 63 for ERS members and 62 for PFRS members.

Benefit Calculation: Generally, the benefit is 1.67 percent of final average salary for each year of
service if the member retires with less than 20 years. If a member retires with 20 years of service.
the benefit is 1.75 percent of final average salary for each year of service. If a member retires
with more than 20 years of service, an additional benefit of 2 percent of final average salary is
applied for each year of service over 20 years. Tier 6 members with 10 or more years of service
can retire as early as age 55 with reduced benefits.

Final average salary is the average of the wages earned in the five highest consecutive years. For
Tier 6 members, each year of final average salary is limited to né more than 10 percent of the
average of the previous four years.

Special Plans

The 25-Year Plans allow a retirement after 25 years of service with a benefit of one-half of final
average salary, and the 20-Year Plans allow a retirement after 20 years of service with a benefit
of one-half of final average salary. These plans are available to certain PFRS members, sheriffs,
and correction officers.
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NOTE 8. PENSION PLANS (Continued)
ERS and PFRS Benefits Provided (Continued)
Ordinary Disability Benefits

Generally, ordinary disability benefits, usually one-third of salary, are provided to eligible
members after 10 years of service; in some cases, they are provided after five years of service.

Accidental Disability Benefits

For all eligible Tier 1 and Tier 2 ERS and PFRS members, the accidental disability benefitis a
pension of 75 percent of final average salary, with an offset for any Workers’ Compensation
benefits received, The benefit for eligible Tier 3, 4, 5 and 6 members is the ordinary disability
benefit with the years-of-service eligibility requirement dropped.

Ordinary Death Benefils

Death benefits are payable upon the death, before retirement, of a member who meets eligibility
requirements as set forth by law. The first $50,000 of an ordinary death benefit is paid in the
form of group term life insurance. The benefit is generally three times the member’s annual
salary. For most members, there is also a reduced post-retirement ordinary death benefit
available.

Post-Retivement Benefit Increases

A cost-of-living adjustment is provided annually to: (1) all pensioners who have attained age 62
and have been retired for five years; (ii) all pensioners who have attained age 55 and have been
retired for 10 years; (iii) all disability pensioners, regardless of age, who have been retired for
five years; {iv) ERS recipients of an accidéntal death benefit, regardless of age, who have been
teceiving such benefit for five years and (v) the spouse of a deceased retiree receiving a lifetime
benefit under an option elected by the retirec at retirement. An eligible spouse is entitled to one-
half the cost-of-living adjustment amount that would have been paid to the retiree when the
retiree would have met the eligibility criteria. This cost-of-living adjustment is a percentage of
the annual retirement benelit of the eligible member as computed on a base benefit amount not to
exceed $18,000 of the annual retirement benefit. The cost-of-living percentage shall be 50
percent of the annual Corsumer Price Index as published by the U.S. Bureau of Labor, but
cannot be less than 1 percent or exceed 3 percent.
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NOTE 8. PENSION PLANS (Continued)
Funding Policy

The Systems are noncontributory, except for employees who joined the Systems after July 27,
1976 and prior to January 1, 2010, who contribute 3% of their salary for the first ten years of
membership. For employees who joined after January 1, 2010, employees in NYSERS contribute
3% of their salary throughout their active membership. For NYSERS, the Comptroller annually
certifies the actuarially determined rates expressly used in computing the employers’
contributions based on salaries paid during the NYSERS fiscal year ending March 31. The
Village's contributions for the current year and two preceding yeats were equal to 100% of the
contributions required, and were as follows:

ERS PFRS
2018 $ 146,903 § 186,465
2017 $ 156,740 § 198,827
2016 $ 181,653 $ 207,099

Village contributions made to the Systems were equal to 100% of the contributions required for
gach year. Since 1989, the Systems’ billings have been based on Chapter 62 of the Laws of 1989
of the State of New YorK. This legislation requires participating employers to make paymentson
a current basis, while amortizing existing unpaid amounts relating to the Systerhs” fiscal year
ended March 31, 2005 (which otherwise were to have been paid on December 15, 2005) over a
10 year period, with an 8.00% interest factor added. Local governments were given the option to
prepay this liability. The Village elected to prepay this liability.

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

AtMay 31,2018, the Village reported the following asset/(liability) for its proportionate share of
the net pension liability/(asset) for each of the Systems. The net pension asset/(liability) was
measured as of March 31, 2018 for ERS and PFRS. The total pension asset/{liability) used to
calculate the net pension asset/(liability) was determined by an actuarial valuation. Village’s
proportion of the net pension asset/(liability) was based on a projection of the Village’s long-
term share of contributions to the Systems relative to the projected contributions of all
participating members, actuarially determinéd. This information was provided by the ERS and
PFRS Systems in reports provided to the Village.

ERS PFRS
Actuarial Valuation Date 4112017 4112m7
Net Pension Asset/(Liability) $ (125,277) $  (260,558)
Village's Portion of the Plan's Total Net Pension Asset/(Liability) 0.0038816% 0.0257785%
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NOTE 8. PENSION PLANS (Continued)
For the year ended May 31, 2018, the Village’s recognized pension expense of $118,060 for ERS

and $231,276 for PFRS. At May 31,2018 the Village’s reported deferred outflows of resources and
deferred inflows of resources related to pensions for the following sources:

Deferred Outflows
of Resources
ERS PFRS Total

Differences between expected and actual
experience $ 44682 § 107243 § 151,925
Changes of Assumptions 33,069 197,420 280,489
Net difference between projected and actual
earnings on pension plan investments 181,955 210,892 392,847
Changes in proportion and difference between the
Village's contributions and proportionate share
of contributions 0 2,186 2,186
Village's contributions subsequent to the
measurement date 24,956 30,088 55,044

Total $ 334662 § 547829 5 882,491

Deferred Inflows
or Resources .
ERS PFRS Total

Differences between expected and actual
experience $§ 36924 5 69236 $ 106,160
Net Difference Between Projected and Actual
Earnings on Pension Plan Investments 356,162 424,724 783,886
Changes in proportion and difference between the
Village's contributions and proportionate share
of contributions 78,990 76,890 155,880

Total $ 475076 § 570,850 § 1,045,926
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NOTE 8. PENSION PLANS (Continued)

Village contributions subsequent to the measurement date which will be recognized as a reduction of
the net pension liability in the year ended May 31, 2018. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Year Ended: ERS PERS
2019 $ (6,576) § 35,728
2020 (3,997) 29,772
2021 (105,640) (69,504)
2022 (49,155) (51,201)
2023 0 2,095

ial .

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 liability to
the measurement date. The actuarial valuation used the following actuarial assumptions.

Significant actuarial assumptions used in the valuations were as follows:

Measurement Date

Inflation Rate

Projected Salary Increases

Projected Cost of Living Adjustments

Investment Rate of Return

Decrements

Mortality Improvement

ERS PFRS
March 31, 2018 March 31, 2018
2.5% 2.5%
3.80% 4.50%
1.3% 1.3%
7.0% compounded 7.0% compounded

annually, net of
investment expenses

Actuarial experience
study for the period
April 1, 2010 to
March 31, 2015

Society of Actuaries
Scale MP-2014
-55-
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NOTE 8. PENSION PLANS (Continued)

For ERS and PFRS, annuitant mortality rates are based on April 1, 2010 —March 31, 2015 System’s
experience with adjustments for mortality improvements based on MP-2014,

For ERS and PFRS, 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,

The long term expected rate of return on pension plan investments was determined in accordance
with Actuarial Standard of Practice (ASOP) No. 27, Selection of Economic Assumptions for
Measuring Pension Obligations. ASOP No. 27 provides-guidance on the selection of an appropriate
assumed investment rate of return (expected returns, net of pension plan investment expense and
inflation) for each major asset class as well as historical investment data and plan performance. Best
estimates of arithmetic real rates of return for each major asset class included in the target asset
allocation are summarized below:

ERS & PFRS
Measurement Date March 31, 2018
Long-term
Target expected real

Allocation rate of return
Asset Class:
Domestic Equity 36% 4.55%
International Equity 14% 6.35%
Private Equity 10% 7.50%
Real Estate 10% 5.55%
Absolute Return Strategies 2% 3.75%
Opportunistic Portfolio 3% 5.68%
Real Assets ‘ 3% 5.2%%
Bonds and Mortgages 17% 1.31%
Cash 1% -0.25%
Inflation-indexed bonds 4% 1.25%

Total 130%
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NOTE 8. PENSION PLANS (Continued)
Discount Rate

The discount rate used to calculate the total pension liability was 7.0% for ERS and PFRS. 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 statutorily required rates, actuariatly. Based upon the assumptions, the System’s fiduciary
ret 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 benefit payments to determine the total pension liability.

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

The following presents the Village’s proportionate share of the net pension liability calculated using
the discount rate of 7.0% for ERS and PFRS, as well as what the Village’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 PFRS) or I-percentage-point higher (8.0% for ERS and PFRS) than
the current rate:

1% Current 1%
Decrease Assumption Increase
ERS _ 6.00% 7.00% 8.00%

Employer's Proportionate Share
of the Net Pension Asset/(Liability) ~ $ (947,882)  $(125277) $ 570613

1% Current 1%
Decrease Assumption Increase
PERS 6.00% 7.00% 8.00%
Employer's Proportionate Share
of the Net Pension Asset/{Liability) (1,276,286) (260,558) 591.399
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NOTE 8. PENSION PLANS (Continued)
Fiduciary Position

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

(Dollars in Thousands)
_ ERS PFRS
Measurement Date Maich 31, 2018 March 31, 2018

Employers' total pension asset/(liability)  § (183,400,590}  $ (32,914,423)
Plan net position 180,173,145 31,903,666
Employer's net pension asset/(liability) $ (3,227445) § (1,010,757)

Ratio of plan net position to the ‘
employers' total pension asset/(liability) 98.24% 96.93%

Payables to the Pension Plan

For ERS and PFRS, employer contributions are paid annually based on the System’s fiscal year
which ends on March 31%. Accrued retirement contributions as of May 31, 2018 represent the
projected employer contributions for the period of Aprii 1, 2617 through March 31, 2018 based on
paid ERS and PFRS wages multiplied by the employer’s contribution rate, by tier. Accrued
retirenient contributions as of May 31, 2018 amounted to $55,044.

NOTE 9. UNASSIGNED BALANCES.

Of the $1,292,765 in General fund balance, $705,451 is considered Unassigned. Other General
Fund Balances are as follows at May 31, 2018:

Capital Reserve $ 232,476
Designated for Subsequent Year 354,838
Total $ 587,314
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NOTE 10.

NOTE 11.

NOTE 12.

NOTE 13.

CONTINGENCIES.

The Village has received grants which are subject to audit by agencies of the State and Federal
governments. Such audits may result in disallowances and a request for a return ¢f funds to the
Federal and State governments, Based on past audits, the Village -administration believes
disallowances, if any, will be immaterial.

USE OF ESTIMATES.

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the [inancial statements and the reported revenues and expenses during the reporting period.
Actual results could differ from those estimates. Estimates and assumptions are made in a variety of
areas, including computation of encumbrances, compensated absences, potential contingent
liabilities and useful lives or long-lived assets.

DEFICIT FUNDS BALANCES.

The Capital Projects Fund had a deficit fund balance at May 31, 2018 of $67,687. The Capital
Fund deficit will be removed through permanent financing.

LENGTH OF SERVICE AWARD PROGRAM (L.OSAP) FOR DEFINED
BENEFIT PLANS.

The Village of Highland Falls® financial staternents are for the year ended May 31, 2018. However,
the information contained in this note is based on information for the Length of Service Awards
Program for the plan year ending on December 31, 2017, which is the most recent plan year for
which complete information is available.

A. Length of Service Awards Program - LOSAP

The Village of Highland Falls established a defined benefit LOSAP for the active volunteer
firefighters of the Village of Highland Falls Fire Department. The program took effect on January I,
2001. The program was cstablished pursuant to Article 11-A of the General Municipal Law. The
program provides municipally-funded pension-like benefits to facilitate the recruitment and retention
of active volunteer firefiphters. The Village of Highland Falls is the sponsor of the program.
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NOTE 13. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. (Continued)

B. Program Description
Participation, vesting and service credit

Active volunteer firefighters who have reached the age of 18 and who have completed 1
year of firefighting service are eligible to participate in the program. Participants acquire
a nonforfeitable right to a service award after being credited with 5 years of firefighting

. service or upon attaining the program’s entitlement age. The program’s entitlement age
isage 62. In general, an active volunteer firefighter is credited with a year of firefighting
service for each calendar year after the establishment of the program in which he or she
accumulates fifty points. Points are granted for the performance of certain activities in
accordance with a system established by the sponsor on the basis of a statutory list of
activities and point values. A participant may also receive credit for 5 years of
firefighting service rendered prior to the establishment of the program.

Benefits

A participant’s benefit under the program is the actuarial equivalent of a monthly
payment for life equal to $20 multiplied by the person’s total number of years of
firefighting service. The number of years of firefighting service used to compute the
benefit cannot exceed forty. Except in the case of disability or death, benefits are payable
when a participant reaches entitlement age. The program provides statutorily mandated
death and disability benefits, Nommal benefit is monthly payments for life (with
payments guaranteed for at least 10 years). Death benefit is the greater of the insurance
tace amount or the present value of accrued benefit. Accrued benefit is payable
beginning at the entitlement date.

C. Fiduciary Investment and Control
Service credit is determined by the governing board of the sponsor, based on information
certified to the governing board by each fire company having members who participate in

the program. Each fire company must maintain all required records on forms prescribed
by the governing board.
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NOTE 13. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. (Continued)

The governing board of the sponsor has retained and designated Hometown Benefits Inc.
to assist in the administration of the program. The designated program administrator’s
functions include answering the Department's questions regarding the Service Award
Program, including the effects of changes program figures, and offering suggestions to
the Department's questions. Disbursements of program assets for the payment of benefits
or administrative expenses must be approved by the Department's board,

Program assets are required to be held in trust by LOSAP legislation; for the exclusive
purpose of providing benefits to participants and their beneficiaries or for the purpose of
defraying the reasonable expenses of the operation and administration of the program.

The Treasurer and the Village Clerk are the Village trustees empowered to sign for the
Trust.

Authority to invest progiam assets is vested in the Village Treasurer. Subject to
restrictions in the program document, program assets are invested in accordance with a
statutory “prudent person” rule.

The sponsor is required to retain an actuary to determine the amount of the sponsor’s
contributions to the plan. The actuary retained by the sponsor for this purpose 1s Gerald
D. Heaton, EA of BPAS Actuarial & Pension Services. Portions of the following
information are derived from a report prepared by the actuary dated February 2018.

D. Program Financial Condition

Assets and Liabilities

Actuarial Present Value of Benefits at December 31, 2017 $ 1,153,903
Less: Assets Available for Benefits
% of total

Insurance Contiacts 98% $ 1,016,922

Checking Account 2% 18,442

Less: Liabilities ( )]

Total Net Assets Available for Benefits 1,035,364
Total Unfunded Benefits (118,539
Less: Unfunded Liability for Prior Service (118,539
Unfunded Norma! benefits 3 0

-61-




VILLAGE OF HIGHLAND FALLS
ey _
NANCJAL STATEMENTS
MAY 31,2018

NOTE 13. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. (Continued)

Prior Service Costs

Prior service costs are being amortized over 10 years at a discount rate of 5.00%.

Plan Net Assets, beginning of year $ 993,601
Changes during the year;

+ Plan contribution $41,895

+ Investment income earned 258

+ Changes in fair market value of investments 23,150

- Plan Benetit Withdrawals (23,540)

Plan Net Assets, end of year 1,035,364
Contributions

Amount of sponisor’s contribution recommended by actuary: $ 41,661
Amount of sponsor’s actual contribution: $ 41,895

Administration Fees
Fees paid to designated program administrator: $ 3,500

E. Funding Methodology and Actuarial Assumptions

Norma] Costs

The actuarial valuation methodology used by the actuary to determine the sponsor’s
contribution is the Unit Credit Cost Method. The assumptions used by the actuary to
determine the sponsor’s contribution and the actuarial present value of benetits are:

Assumed rate of return on investment 5.00%

Mortality Tables used for

Withdrawal None
Disability None
Retirement RP2 - RP-2000 Mortality Table
Death (Actives) None
Death (Inactives) None
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NOTE 13. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. (Continued)

Total LOSAP Liability

The District’s total LOSAP liability of $1,550,667 was measured as of May 31, 2018,
and was determined by an actuarial valuation as of that date.

Actuarial Assumptions and Other Inputs ~ The total LOSAP liability in the January 1,
2018 actuarial valuation was determined using the following actuarial assumptions and

other inputs, applied to all periods included in the measurement, unless otherwise
specified

Discount Rate: 3.57% (Based on Fidelity 20-Year GO AA Bond Index)

Inflation Rate: 3.00%

Measurement Date: May 31, 2018

Mortality: Life expectancies were based on the RP-2000 — Unisex Mortality Table.

Eligibilty: All members who earn a “Year of Credit Service” Minimium Age: 18 Years;
Minumum Service: 1 Year

Entitlement Date: Normal — First day of the month coincident with or following
attainment of age 62 and completion of 1 year of service. Active
participants can earn additional credit after age 62.

Balance at May 31, 2017 $ 1,332,301

Changes for the Year:

Service cost ‘ 32,210

Interest " 46,525

Changes of benefit terms 182,274

Differences betiveen expected and actual experience 43,981
Changes in assumptions or other inputs (50,579)
Benefit payments {36,045)

Net Changes 218,366

Balance at May 31, 2018 $  1.550,667




NOTE 13.

VILLAGE OF HIGHLAND FALLS
HIGHLAND FALLS. NEW YORK
NOTES TO FINANCIAL STATEMENTS

MAY 31,2018

LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED

BENEFIT PLANS. (Continued)

Sensitivity of the Total LOSAP Liability to Changes in the Discount Rate - The following
presents the total LOSAP liability of the Village, as well as what the Village’s total OPEB
hability would be if it were calculated using a discount rate that is 1 percentage point lower
(2.57 percent) or 1 percentage point higher (4.57 percent) than the current discount rate:

1% Current 1%
Decrease Discount Rate Increase
(2.57%) (3.57%) {4.57%)
Total LOSAP Liability b 1,800,000 h 1,550,667 $ 1,348,000

NOTE 14.

NOTE 15.

SUBSEQUENT EVENTS

Subsequent events were evaluated through April 16, 2019, which is the date the
financial statements were available to be issued. As of this date, there are no
subsequent events to report.

RESTATEMENT OF NET POSITION

For the fiscal year ended May 31, 2018, the Village implemented GASB Statement 73,
Accounting and Financial Reporting for Pensions and Related Assets That Are Not
within the Scope of GASB Statement 68, and Amendments to Certain Provisions of
GASB 67 and 68, GASB Statement 73 requires the liability of employers and
nonemployer contributing entities to employees for defined benefit LOSAP programs to
be measured as the portion of the present value of projected benefit payments to be
provided to current active and inactive employees that is attributed to those employees’
past periods of service (total LOSAP liability), less the amount of the LOSAP plan’s
fiduciary net position (if any). The District’s net position has been restated as follows:

Net Positon Beginning of Year, as Previously Stated $ 4,794,846

GASB Statement 73 Implementation

Total LOSAP Liability under Statement 73 (1.332.301)
Net Position Beginning of Year, As Restated § 3462545

-64-




Nugent & Haeussler, P.C. Mortaamery. New York 12615

Tel (848) 457-1160
CERTIFIED PUBLIC ACCOUNTANTS Fax (845) 457-1160

ESTABLISHED 1925 e-mail; nh@nhepas.com

Peter J. Bullis, CPA, FACFEL, DABFA

DB ' T ON INTERNAL CONTROL Norman M. Sassi, CPA
R F B 3 ™ NCE_ANI Christopher E. Meltey, CPA
> e NG 14 e D Qary C. Theodere, CPA
OTHER WEE.e W N : NCIA Julia B. Fraino, CPA
TEMENT RE i ORDANCE WITH Wittiam T. Trainor, CPA
- . y v vt o Mark M. Levy, CPA, CFP

Brent T. Napoieon, CPA
Jennifer L, Capicchioni, CPA

To the Mayor and Members Patrick M. Bulls, CPA
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Village of Highland Falls Richar¢ P. Capicchioni, CPA
Highland Falls New York 10928 Walter J. Jung, CPA

Jennifer A. Traverse, CPA

We have audited, in accordance with the audiling standards penerally accepted in the United States
of America and the standards applicable to financial audits contained in Gevernment Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities, each major fund, and the fiduciary fund information of Village of Highland
Falls, as of and for the year ended May 31, 2018, and the related notes to the financial statements,
which collectively comprise the Village of Highland Falls’ basic financial statements and have issued
our report thereon dated April 16, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Village of Highland
Falls® internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the fipancial
statements, but not for the purpose of expressing an opinion on the effectiveness of Village of
Highland Falls’ internal control. Accordingly, we do not express an opinion on the effectiveness of
Village of Highland Falls’ 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 a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal confrol that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal contro! was for the limited purpose described in the first paragraph of

this section and was not designed to identify all deficiencies in inlernal control that might be material

weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies

may exist that have not been identified. Given these limitations, during our audit we did not identify

any deficiencies in internal control that we consider to be material weaknesses. We did identify

certain deficiencies in internal control, described in the accompanying schedule of findings and
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questioned costs that we consider to be significant deficiencies. These significant deficiencies are
identified as 2018-001 and 2018-002.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Village of Highland Falls’ financial
statements are free of malterial 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 statement amounts. However,
providing aft 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 Government Auditing
Standards.

Village of Highland Falls’ Response to Findings

The Village of Highland Falls® response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. The Village of Highland Falls’ response
was not subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opitiion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing 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 ap 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.

Montgomery, New York
April 16,2019
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Highland Falls, New York 10928
Report on Compliance for Each Major Federal Program

We have audited Village of Highland Falls’ compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each
of Village of Highland Falls’ major federal programs for the year ended May 31, 2018. Village of
Highland Falls' major federal programs are identified in the summary of auditor's results section of
the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Qur responsibility is to express an opinion on compliance for each of the Village of Highland Falls’
major federal programs based on our-audit of the types of comipliance requirements referred to above,
We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of Ametica; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administraiive
Reguirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred,
An audit includes examining, on a test basis, evidence about the Village of Highland Falls’
compliarice with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Village of
Highland Falls’ compliance.
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Opinion on Each Major Federal Program

In our opinion, the Village of Highland Falls, complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of'its
major federal programs for the year ended May 31, 2018.

Report on Internal Control Over Compliance

Management of the Village of Highland Falls is respensible for establishing and maintaining
effective internal control over compliance with types of compliance requirements referred to above.,
In planning and performing our audit of compliance, we considered the Village of Highland Falls'
internal conirol over compliance with types of the requirements that could have a direct and materjal
cffect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of Village of
Highland Falls' internal control over compliance,

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of' a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement ol a federal program will not be prevented, or detected and corrected, on a timely basis,
A significant deficiency in internal conirol over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in intérnal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identity
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Montgomery, New York
April 16, 2019
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HIGHLAND FALLS, NEW YORK
CHEDULE OF FINDINGS AND COSTS

FORTHE YEARENDED MAY 31,2018 |

ECTION I - SUJ !

FINANCIAL STATEMENTS
Type of Auditor's Report Issued: Unmodified

Internal Control Over Financial Reporting:

Material weakness(es) identified? Yes _X No
Significant deficiencies identified that are _

not considered to be material weaknesses X Yes No
Noncompliance material to financial statements noted? Yes _X No
FEDERAL AWARDS

Internal Control Over Major Programs:

Material weakness(es) identified? Yes X  No

Significant deficiencies identitied that are not
considered to be material weaknesses Yes X _No

Type of Auditor's Report Issued on Compliance for
Major Programs: Urmodified

Any audit findings disclosed that are required to

be reported in accordance with Section 2
CFR-200.516(a)7 Yes _X _ No

IDENTIFICATION OF MAJOR PROGRAMS:

CFDA NUMBERS  NAN SDERA

14.87] Section 8 Housing Choice Vouchers
Dollar threshold used to distinguish between type A and type B programs: $ 750,000
Auditee qualified as low-risk auditee? X Yes No
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Finding 2018-001

Condition;

Criteria:

Cause:

Effect:

Recommendation:

Finding 2018-002

Condition:

Criteria:

Cause:

Limited Segregation of Duties

The auditor found instances where segregation of duties was limited. Limitations in control
activities may be addressed through additional management oversight. Through interviews
with maragement and staff we were able to satisfy ourselves that direct ifivolvement and
knowledge of these activities reduced the potential for errors or irregularities.

Segregation of duties relates to how various duties are assigned to different people within the
organization.  Generally, the responsibility for authorizing transactions, recording
transactions, and maintaining custody of assets should be assigned to different people so that
no single person is in a position to both commit and conceal errors, irregularities or fraud.

Limited resources and personnel available contribute directly to the level of segregation
achieved. Ariother factor is the organizational structure and the assignment of responsibilities
within that structure.

The financial statements could have been significantly misstated due to errors or
irregularitics and fraud or misappropriation could occur and not be detected without adequate
segregation of duties and responsibilities.

We recommend that the matagement review the responsibilities of business staff, as well as
the duties actually being performed currently. This review should focus on segregating the
functions for authorizing transactions, recording transactions, and maintaining custody of
assets. As part of this review, management should consider whether the current staffing level
is sufficient to achieve the desired internal control. It may be necessary to hire additional
staff.

Management Oversight and Monitoring

The Auditor found instances where oversight and monitoring by management were not
documented. Through interviews with management and related personnel we were able to
satisfy ourselves that the necessary oversight and monitoring was performed.

Effective internal control over financial reporting requires management oversight and
monitoring to establish reasonable assurance that financial reporting is being reliably and
accurately completed. Documentation of this oversight and monitoring is necessary to insure
that this criteria 1s met.

These activities are often informal and performed as a part of the overall management of the
entity's operations. Management's close involvement in operations will typically identify
inaccuracies in financial data.
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Effect: The financial statements could have been significantly misstated without adequate
documentation and performance of oversight functions.

Recommendation: We recommend that managemernit formally document its review of all elements of the
financial data reflected in the financial reporting. This would include but not be limited to
ledger account reconciliations, journal entries, trial balances, revenue status and budget status
reporis.

Management has not completed its response to the above findings, as of the date of this audit report.

Government Auditing Standards requires management’s responses arid planned cortective action to be included
in this report.

E - ERAIL y
A. Significant Deficiencies in Internal Control

There were no findings relating to the major federal awards as required to be reported in accordance with
Section 2 CFR-200.516(a).

B. Compliance Findings

There were no findings relating to the major federal awards as required to be reported in accordance with
Section 2 CFR-200.516(a).
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Schedule 8

Variance
Orignal Adjusted Favorable
Budget Budget Actual {Unfavorable)
REVENUES
Real Property Taxes $ 3,079,737 8§ 3,079,737 0§ 3,080,353 % 616
Real Property Tax ltems 20,000 20,000 21,628 1,628
Non-Property Tax ltems 1,311,000 1,311,000 1,294,155 (16,845)
Departmental Income 25,300 25,300 31,473 6,173
Use of Money and Property 1,000 £.000 3,084 2,084
Licences and Permits 6,000 6,000 4,050 (1,950)
Fines and Forfeitures 40,000 40,000 22,431 {17,569)
Sale of Property and
Compensation for Loss 20,000 26,328 22,840 (3,488)
Miscelaneous 15,500 20.607 37,528 16,921
Interfund Revenues 26,000 26,600 26,000 0
State and Federal Aid 77,000 277,914 294,559 16,645
TOTAL REVENUES 4,621,537 4,833,886 4,838,101 _§ 4215
OTHER SOURCES
Appropriated Fund Balance . 255,000 394,573 0
Interfund Transfers 100,000 100,000 100,000
TOTAL OTHER SQURCES 355,000 494,573 100,000
TOTAL REVENUES AND
OTHER SOURCES $ 4,976,537 § 5328459 % 4938101
EXPENDITURES
General Government Support $ 875626 § 820,855 734,687 % 86,169
Public Safety 1,525,459 1,606,097 1,474,083 132,014
Health 500 1,392 1,392 ]
Transportation 867,085 1,121,283 963,697 157,586
Culture and Recreation 74,700 89,850 58,258 31,592
Home and Community Services 19,000 19,000 11,196 7,804
Employee Benefits 1,279,667 1,310,481 1,298,521 11,960
334,500 359,500 359,375 125
TOTAL EXPENDITURES $ 4976537 % 5328459 & 4901209 % 427,250

See paragraph on supplemental schedules in auditor's report.
paragrap
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Schedule 9

Variance
Orignal Adjusted Favorable
Budget Budget Actual {Unfavorable)
REVENUES
Departmental Income $ 605000 § 605000 593,011 (11,989)
Intergovernmental Charges 250,000 250,000 277,460 27,460
Use of Money and Property 0 0 694 694
Sale of Property and
Compensation for Lioss 1,000 1,000 1,310 310
Miscellaneous 0 0 5,935 5,935
TOTAL REVENUES $ 856,000 3§ 856,000 878,410 22,410
EXPENDITURES
General Government Support $ 124,100 § 91,394 39,509 51,885
Home and Community Services 378,000 408,603 349,781 58,822
Employee Benefits 84,500 86,596 83,709 2,887
Debt Service 217,400 217,407 217,253 154
TOTAL EXPENDITURES 804,000 ‘804,000 690,252 113,748
OTHER USES
Operating Transfers Out 52,000 52,000 50,000
TOTAL EXPENDITURES
AND OTHER USES $ 856,000 _§ 856,600 740,252

See paragraph on supplemental schedules in auditor's report.
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SEWER FUND
Variance
Orignal Adjusted Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Departmental Income $ L4000 $ 1,141,000 $ 1,104486 §F  (36,514)
Intergovernmental Charges 1,400 1,400 1,314 (86)
Use of Money and Property 200 200 890 690
Miscellaneous 0 0 118 118
State and Federal Aid 0 0 0 0
TOTAL REVENUES $ 1,142,600 % 1,142,600 § 1,106,808 & (35,792)
EXPENDITURES
General Government Support $ 75,000 % 7,399 0 3 7.399
Home and Community Services 534,700 599,443 547,831 51,612
Employee Benefits 143,000 145,858 133,750 12,108
Debt Service 339,900 339,900 339,832 68
TOTAL EXPENDITURES 1,092,600 1,092,600 1,021,413 3 7,187
OTHER USES
Operating Transfers Out 50,000 50,000 50,000
TOTAL EXPENDITURES '
AND OTHER USES $1,i42600 § 1,142,600 $ 1,071,413

See paragraph on supplementat schedules in auditor's report.
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MAY 31,2018

Actuarial

Accrued UAAL asa

Actuarial Liability Unfunded : Percentage

Actuarial Value of (AAL) - AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll

Date {(a) (b) (bh-a) (a/b) {(¢) {(b - a)/c)
5/31/2018 $0 5 9,770,000 $ 9,770,000 0% 3 2,160,000 452%
5/31/2016 $0 $ 8,870.000 3 8,870,000 0% $ 2,000,000 444%
513120414 $0 $ 7,300,000 $ 7,300,000 0% § 2,120,000 344%

See paragraph on supplemental schedules in auditor's report.
752



Schedule 12

VILLAGE OF HIGHLAND FALLS
HIGHEAND FALLS, NEW YORK
SCHERHLE OF THE LOCAL GOVERNMENT'S PROPORTIONATE.
SHARE OF THFE NET PENSIGN LIABIATY
EOR TUENEARENDED MAY.1L 2013

NYIERS Pengioy Plan
Last 10 Fiscal Years?

33eeld 33100617 332018 Aze s 312014
Villige's proporran of the net prnsion asselfhabrlity} 00N8R16% 0 4049041% 0.00450429% 0.0055095% 0.00550949%
Village's proporitonate share of the net pension asset(ltabiliy) {125.277) {413,569) {187,141} {186,120} {218,061}
Village's covered-employse pagrol} 103481 1,008 834 941,388 981974 LGX7,410
Villane's progeritonate shars of the net pension asset{hatuliny)
13 a percentage of us covered-zraployee payroll «211% $G.99% -83.61% <18 92% A24.23%
Plan Giduciary net position 3 4 percsstitge of
the total pensian ability: 98 29%% 925 W% 00 70% 57 95% 57 B5%

NYSPFRS Penion Plan
Last 16 Eiscal Years®

nRnI8 307 N6 373172015 1204
Villege's proporkan of he net pension assed(habiting 0025175% Q021024 2027553% GO2463 1% 4021031%
Valage's propormianate share ol the nel pension asscl.‘(llabllily) {2ad,554) (561,728) (B15.751} (67,500 {102,532
Villaye's covered-employee payroti 472814 73641 1,125,208 1,126,444 1,089,706
Village's propactionate share of the et peasion asset{labiliy)
as 2 pescentage of s epvered-emplayee payrolt -3t 870 =75 74% “1247% -5 1% 417
Plan fiductary netf posshion as a peecentaye of
the total pension fability 96,5344 93 50% G0.20% 4% 00% @ Pia

= GASH 68 requires ihal tie past 10 years of information be prosented  Dus to the fact that this
statement was ienplemented for the year ended May 31, 2016, prios year information s nol avariable
for 10 years The data wil be accumulated ever ime and presented according 10 GASB 68,

See paragraph on supplementary schedules mclsded w audiior's report
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VILLAGE OF HIGHLAND FALLS
HIGHEAND PALLS, NEW YORK

FUR THE YEAR EXDED MAY 31,2015

NYSERS Pension Flan
Last 0 Fiscal Yenes®

Schedute #13

3342048 33 H2017 33172016 331/20135 33172004
Conrractually required contribution 3 146,903 3 156,740 $ 181,653 3 197,243 5 722,957
Contributions in relation 10 the contractually
requited gontribution 146,901 156, M0 181,653 197,248 222,957
Cortribution deficiency (excess} 3 - 3 - % - 5 - 5 .
Coverad Employes Payrofl 1,034.811 1,00%:834 941,383 983,974 1,027,410
Conlribulions as a percentage of its
covered-emplbyee payeali 14 20% 15 4% 19 30% 20 08% 21765
NYSPFRS Pension Plan.
Last 10 Fiscal Yeures*
332048 3312017 373172016 3431205 34312014
Contractually required contribution 3 186485 $ 198,827 3 207,099 3 193,477 5 191,409
Centribulions in relation to the sonisactually
required eontrihution 186,465 198 827 207,099 193,477 193 402
Contribution deficiency (excess) 5 - 5 - 5 - b - H .
Covered Employee Payroll #2284 T4E64] 1,125,705 1,326,444 1,089,705
Contributions as a perceniage of ils
cuvered-employee payrol 22,66% 2681% 18.408% 14:39% 17'75%

*(GASD 68 requires that the past 10} years of infonnation he presensed. Due 1o the fact that this
statemient was implemeénted for the year ended May 3§, 2014, pricr year infonnation is not available
for 1) years. The datn witl be accumolated over thne and presented according to GASB 68.

See parageaph on supplementany’ schedules ncluded iIn audiser's report.
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YILLAGE OF HIGHLAND FALLS.
HIGHLAND FALLS. NEW YORK

FORTHE YEAR ENDED MAY 31, 2018

Total OPEB Liability

Service cost

Interest

Changes of benefit terms

Differences between expected arid actual experience
Changes in assumptions o1 other inputs

Benefit payments

Net change in total OPEB liability
Total OPER hability-beginning

Tatal OPEB itability-ending

Notes to Schedule;

SCHEDULE #14

(5/31/18 0531717
S 32,210 N/A
46,525 N/A
182,274 N/A
43,981 N/A
{50,579) N/A
(36,045) N/A
218,366 NiA
1,332,301 NIA
1,550,667 3 1332301

Chinges of assumptions. Changes of assumptions and other inputs reflect the éffects of changes in the discount
rate each period, The following are the discount rates used in each period.

53118 {5/31717 Méasuremnent Date)
53117 (5731716 Measurement Date)

357%
3.54%

* (JASB 73 requires that the past 10 years of information be presented. Due to the fact that this staternent was
implemented for the year ended May 31, 2018, prior year information is not available for 10 years. The data wili be
accumulated over time and presented according to GASB 73.

See paragraph on supplementary schedules included in auditor's report.
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SCHEDULE #16

VILLAGE OF HIGHLAND FALLS
NETINVESTMENT IN CAPITAL ASSETS
Capital Assets, Net $ 12,093,581
Deduct:
Borid Anticipation Notes $ 450,000
Short-Term Portion of Bonds Payable 405,000
Short-Term Portion of Capital Lease Payable 22,577
Long-Term Portion of Bonds Payable 4,560,000
Long-Term Portion of Capital Lease Payable 25,154
Less: Unspent Bond Proceeds (358.890)
' 5,103,841
$ 6,989,740

See paragraph on supplemental schedules in auditor's report.
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VIL

HIGHLAND FALLS, NEW YORK
SCE PENDITURES OF FEDE '_

EEDERAL GRANTOR/PASS-THROUGH GRANTOR/

LS. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Section 8 Housing Choice Vouchers

TOTALS U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

TOTAL EXPENDITURES OF FEDERAL AWARDS

The accompanying notes are an integral part of the schedule.
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PASS-THROUGH
FEDERAL ENTITY
CFDA IDENTIFYING FEDERAL
NUMBER NUMBER EXPENDITURES

14.871 N/A . 803,127
803,127

The accompanying notes are an integral part of the schedule,
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NOTES TO THE SCHEDULE. OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED MAY 31, 2018

NOTE 1.BASIS OF PRESENTATION.

The accompanying schedule of expenditures of federal awards presenis the activity of federal award
programs administered by the Village, which is described in Note 1 to the Village’s accompanying
financial statements, using the modified accrual basis of accounting. Federal awards that are included
in the schedule may be received directly from federal agencies, as well as federal awards that are
passed through from other government agencies. The information is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations, Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements Jor Federal Awards (Uniform Guidance).
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in
the preparation of, the financial staternents. Because the schedule of expenditures of federal awards
presents only a selected portion of the operations of the Village, it is not intended to and does not
present the financial position, change in net position, or cash flow of the Village,

Indirect costs may be included in the reported expenditures, to the extent that they are included in the
federal financial reports used as the source for the data presented. The Village’s policy is not to charge

federal award programs with indirect costs.

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

The basis of accounting varies by federal program consistent with the underlying regulations pertaining
to each program.

The amounts reported as federal expenditures were obtained from the federal financial reports for the

applicable program and periods. The amounts reported in these reports are prepared from records

maintained for each program, which are reconciled with the Village's financial reporting system.
NOTE 2.0THER DISCLOSURES.

No insurance is carried specifically to cover equipment purchased with federal funds. Any equipment

purchased with federal funds has only a nominal value, and is covered by the Village’s casualty

insurance policies.

There were no loans or loan guarantees outstariding at year-end.
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