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We have audited the accompanying financial statements of the governmental activities, each major
fund, and the [iduciary fund of the Viilage of Highland Falls, as of and for the year ended May 31,
2019, 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 principtes generally accepted in the United States of America; this
includes the design. implementation. and maintenance 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

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contaimed in Government Auditing
Siandards. issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free [rom material misstatement.

An audit involves perfurming procedures (o obtain audit evidénce 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. In making 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
also 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 statements.

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
of the Village of Highland Falls, as of May 31, 2019, and the respective changes in financial position
for the year ihen ended in accordance with accounting principles generally accepted in the United
States of America.

Emyphasis of Matter

As discussed in Note 3 to the financial statements, management has adopted Governmental
Accounting Standards Board Statement No. 75, Accounting and Financial Reporting for
Postemployment Benetits other than Pensions. Qur opinion is not modified with respect to that
matier.

Other Matters
Required Supplemental [nfarmation

Accounting principles generally accepled in the United States of America require that the
management’s discussion and analysis and required supplementary information on pages 4 through
16 and 73 through 79 be presented to supplement the basic financial statements. Such infermation,
aithough not a part of the basic financial stalements. is required by the Governmental Accounting
Standards Board. who considers it to be an essential part of financial reporting for placing the basie
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures 1o the required supplementary information in accordance with auditing
standards generally accepted in the United States of America. which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
¢onsistency with management’s responses (o our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic linancial statenients, We do not express an
opinion or provide any asswrance 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 {inancial statemenls that
collectively comprise the Village of Highland Falls’ basic financial statements, The other
supplementary information on pages 80 through 82 are presented for purposes of additional analysis
and are not a required part of the basic financial 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
Régulations (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 statemerits.

Nugent & Haeussler, P.C.
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The supplemental schedules on pages 80 through 82, and the schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate directly 1o the
undertying accounting and other records used to prepare the basic financial statements. Such
information has been subjected 1o 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 tinancial stalements
or to the basic financial stalements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
supplemental schedules on pages 80 through 82 and the schedule of expenditures of federal awards
are faitly 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 May 29.
2020 on our consideration of the Village of Highland Falls” internal control over financial reporting
and our tests of its compliance with certain provisions of jaws, 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 ol that testing. and nol to
provide an opinion on the eftectiveness 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 Goverament Auditing Standards in considering Village of Highland Falls' internal
control over financial reporting and compliance.

3,7‘4 M vy "&’h %,?Q,

Montgomery, New York
May 29, 2020

Nugent & Haeussler, P.C.




VILLAGE OF HIGHEAND FALLS
HICGHLAND FALLS, NEW YORK
MANAGEMENT’S DISCUSSION AND ANALY!
MAY 31,2019

The following is a discussion and analysis of the Village of Highland Falls’ financial performance
for the year ended May 31, 2019, 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, (¢) identify changes in the Village's financial position (its ability to
acddress the next and subsequent year challenges), (d) identify any material deviations from the
financial plan (the approved budget), and (¢) identify individual fund issues or concerns.

This section is a summary of the Village's financial activities based on currently known' facts,
decisions, or conditions. 1 is also based on both the government-wide and fund-based financial
statements. The resulis of the current year are discussed in comparison with the prior year, with an
emphasis placed on the current year. This section 1s only an introduction and should be read in
conjunction with the Village’s financial statements, which immediately follow this section.

FINANCIAL HIGHLIGHTS

e The liabilities and deferred inflows ol the Village ol Highland Falls exceeded its assels
and deferred outflows at the close of'the fiscal years 2019 and 2018 by $5,329,196 and
$6.112,827(as restated) (net position) respectively. The net position at May 31. 2019
reflects an increase of $783,631.

e Revenue, as reflected in the governmental funds statement, increased by $356.658.
This increase is primarily attributable to the increase in Sale of Property and
Compensation {or Loss.

e Asofthe close of the current fiscal vear, the Village ol Highland Falls® governmental
funds reported combined ending fund balances of $3,860.954 an increase of $1,201,128
in comparison with the prior year.

e At the end of the current fiscal year, unassigned fund balance for the general fund was
$982.658 at 22.07% 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 [inancial statements, and
required supplementary information. The basic financial statements include two kinds of statements
that present diftferent views of the Village:

e The first two statements are governmeni-wide financial statements that provide both
short-term and long-term information about the Village’s overall financial status,

¢ The remaining statements are fimd financial statements that locus on individual parts
of the Village, reporting the Village’s operations in imore detail than the government-
wide statements. The fund {inancial statements concentrate on the Village's most
significant funds.

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

e Fiduciary funds statements provide information about the (inancial 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
ofthe 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 each of the statements,
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Major Features of th¢ Government-Wide and Fund Financial Statements

Government-Wide

Fund Financial Statements

Governmental
Funds

Fiduciary Funds

Entire Government
{except hduciary 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 Viliage
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, dand Changes
in Fund Balances

« Statement of fiduciary net
position

- Statement of changes in

_fiduciary net position

Accounting basis and
measurement focus

Accrual accounting and
economic resources focus

Modified accrual accounting
and current financial focus

Accrual accounting and
economic resources focus

Type of asset/liabi
information

lity [All assey, deferred outflows
ol resources, liabilities and
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 outilows

of resources(it any), liabilities
and deferred inflows of resources
(if any} both short-term and
fong-lerm; funds do not currently
confain capital assets, although
they can

Type of inflaw/outflow

information

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

Revenues for which cash is
received during or scon 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




YILLAGE OF HIGHLAND FALLS
MANAGEMENT’S DISCUSSION AND ANALYSIS

MAY 31,2019

GOVERNMENT-WIDE STATEMENTS

The government-wide statements report information about the Village as a whole using accounting
methods similar (o those used by private-sector companies. The statement of net position includes
all of the Village’s assets and liabilities. All of the current year’s revenues 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
Villuge's financial health or position.

» 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 heaith, you need to consider additional non-financial
factors such as changes in the Village™s property tax basc 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
governmental support). Property taxes and charges for services finance most of these activities,

FUND FINANCIAL STATEMENTS
The fund {inancial 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 specitic sources of funding and spending on particular programs:
» 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) or to show that it is properly using
cerlain revenues.
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The Village has two kinds of funds:

Governmental Funds: Most of the Village’s basic services are included in
governmental funds, which generatly focus on (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 helps 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.

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 a deficit of $5,329,196. This is a $783,631
increase from last year’s deficit net position, as restated, of $6,112,827. The following table
provides a summary of the Village’s net position:

Current Assets S 4344258 | S 3269126 | $ 1,075,132
Non-Current Assets 11,861,564 12,093,581 (232,017)

Current Liabilities 546,397 678,130 | (131,733)
Non-Current Liabilities 21,343,746 20,633,969 709,777

Restricted

Net Investment in Capital Assets

344,135

7333.875 0897
2425472 | 1,637,992 787,480
15,088,527)| (14,740,5

59

Unrestricted
Ui Totdl Net Posit

347,068)

2




REVENUES (Chart Figure A-4)
PROGRAM REVINUES
Charges for Services
Operating Granty

GENERAL REVENULS
Real Propersy Taxes
MNon Property Taves
Use of Maney and Property
Interzovermental Charges

UnaHocated State and Federal Aid

tisierfund Revenues

Sale ol Property and
Compensation for L.oss

Miscellancous

EXPENDITURES (Chart Figure A-5)

General Government
Public Safety

Health

Transportation

Culture and Recreation
Home and Commanity Services
Water Utilities

Sewer Utilities

Interest on Debt
Finployee Benelits
Depreciation

INCREASE (DECREASE)
IN NET POSITION

G i 3 EALLS

su { OF i T POSIT
Figure A-3
2019 2018

Amounl Yo Anwunl Y% $ Change %8 Chaoge
$ 1.760.539 22.05%  § 1.755.450 202% 3§ 5,109 0.26%
796.272 2.97% 812.761 10.66% {16.489) -2.03%
3,172,186 39.73% 3,101,981 40.67% 70.215 2.26%
1,324,592 16.59% 1,204,155 16.97% 30.437 2.35%
5.824 0.07% 5014 0.07% 810 16.15%
306,138 3.83% 278,774 3.66% 273064 9.82%
75460 0.95% 285.273 3.74% {209,813) -73.55%
26,060 0.339% 26,000 0.34% 0 0.00%
300,130 6.26% 24150 0.32% 475,981 1970,94%
16.620 0.21% 43.582 0.57% (26.956) -01.85%
7.983.798 100.00% 7,627.140 100.00% 356,658 4.68%
822,850 1.43% 756.810 9.99% 66,040 8.73%
1,302,996 18 0% 1.588.432 20.96% {285.4306) <17.97%
50 0.00%, 1392 0.02% (1.3¢2) 964 1%
557,323 7.74%% 768,140 10.14% (210.823) -FT.45%
104.964 Lio% 58.248 0.77% 46,716 £0.20%
791,836 11 0% 768.692 10, 14% 23,144 3.01%
343867 4.78% 347,548 4.59% (3,681) -1.06%
436,705 6.07% 545,249 7.20% (108,544 “14.91%
I 89.681 2.63% 202.627 2.67% {12.946) -6.39%%
2,135,003 29.65% 2.015980 26.60% 119,023 5.90%
§14.873 7.15% 524,853 6.93% (%,978) -1.90%
7.200,151 FO0.00% 7.577.977 100.0084 (377.826) -4, 99%

783,647 B 49.163 & 74484
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Figure A4

SOURCES OF REVENUES FOR FISCAL YEAR ENDED 2019

Operating Grants
997%

Charges for Serviees Real Property Taxes

22.05% 39.73%
Miscellaneous
0.21%
Saie of Property aﬁd/ Non Property Taxes
Compensation for Loss 16.59%

6.26%
Use of M d
Iaterfund Revenues 5 ‘E)’ro oney an
perty
0.33% 0.07%
Unaflocated State and - ! Intergovemmental
Federal Aid Charges
0,95% SR X ) RO

SOURCES OF REVENUES FOR FISCAL YEAR ENDED 2018

Charges for Services Operating Grants -
23.02% 10.66%

Real Property Taxes
40.67%

Miscellaneous
0.57%

Sale of Property and _/

Compensatien for Loss

\ Nen Pmpeny Taxes

0.32% Use of Money and 16.97%
Interfund Revenues Péog);&y
0.34% ’
Unzallacated State and Intergovernmentat
Faderal Aid Charges
3.74% 366%
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Figure A-5

EXPENSES FOR THE FISCAL YEAR ENDED 2019

Public Safety Transportation
18.10% Health 114%

General Governinent ~ Culture and Recreation

11.43% 1.46%
Home and
- Cornmaupity Services
11.08%
Depreciation . o
7.15% Water Litilitics
4.78%
Interest on Debt
2.63%
Employee Benefits .
78 65% Sewer Utilities
6.07%
EXPENSES FOR THE FISCAL YEAR ENDED 20138
Transportation
. 10.14%
Public Safcty
20.96% Health
General Govemmient 0.02% Culture and Recreation
2.99% 0.77%
Horne and Community
Services
- 10.14%
Deprechition wm— e
6.93%
Water Utilities
4,59%

Interest ofi Debt./

267%
Emgloyee Benefits

26.60% Sewer Utilities

7.20%
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S e a1 2018

General Government 822,850 7843481 § 756,810 705,549

s Public Safety [,302,996 1,262,633 1,588,432 1,573,946
Health 50 {1,514) 1,362 (100}

Transportation 357,323 557,323 768,146 768,146

Culture and Recreation 104,964 104,964 58,248 58,248
Home and Community Services 791,836 3,227 768,692 {34,783)
Water Utilities 343,867 (232,765) 347,548 (245,463)
Sewer Utilities 436,705 (704,456) 545,249 (559,237)

Interest on Debt 189,681 189,681 202,627 202,627
Employee Benefits 2,135,003 2,135,003 2,015,980 2,015,980

111 Depreciation 514,875 514.875 524,853 524,853
al Cost 17300151 46433201 §7 09:766-

NET COSTS 2019

$2,500.000 |

52,000,000

. 81,500,000
$1.000,000
$500,000

10

| 5(300,000)

| $41,060,0003

$2,500,000

$2,000,000
$1,500,000
. 81,000,000
$500.000

50

3(500,000)

NET COSTS 2018

$(1,800,000)
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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 31,2019
and 2018 were $7,200,167 and $7,577,977, respectively. These charges were offset by charges and
services of $1,760,559. and grants and contributions of $796,272. resulting in net cost of services of
$4.643,336 for the year ended May 31, 2019, This is a $366,430 decrease from last year's total net
costs of $5.009,706.

The Village’s governmental funds are reported in the tund staternents with a modified acerual basis
that uses a short-term, inflow and outflow of spendable resources foeus. This information is useful
in assessing resources available at the end of the year in comparison with upeeming 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

Mav 31, 2019
Restricted Assigned Unassigned
General $ 225019 $ 403,396 $ 982,658
Capital Projects 472,293 0 0
Water 840.500 0 0
Sewer 887.654 0 0
Community Development 0 49,428 0
$ 2,425472 $ 452,824 $ 982,658

May 31,2018

Resiricted Assigned Unassigned
General $ 232476 $ 354,838 $§ 705451
Capital Projects 0 0 (67.687)
Water 716,689 ] 0
Sewer 688,827 0 0
Community Development 0 29,232 0
$ 1.637.992 $ 384,070 $ 637,764

-13-




VILLAGE OF HI ;

FALLS

MAY 31,2019

ISCUSSION AND

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
$21.207 and actual expenditures were less than budgeted expenditures by $651,940. Figure A-§
summarizes the general funds original and revised budgets, actual expenditures and the variances for
the year ended May 31, 2019,

Figure A-8

Condensed Budgetary . | - BRI e Yariance
- Comparison - Original | ‘Revised | | Favorable
-~ “General Fund Bﬂdgét | "Budget Actual (Unfavorable).
REVENUES
Rea!l property taxes $ 3.050,000 | $ 3150000 |5 3,149999 [ $ (1)
Real property tax items 10,000 10,000 22,197 12,197
Non property taxes 1,291,000 1,261,000 1,324,592 33,592
State and Federaf Ald 77,000 77.000 83,123 6.123
Departmental income 23,000 23,000 22,315 (685}
All other 81,250 97,748 | 67,728 {30.020)
“Total Revenues - 18 4632250 (S 4648748 |5 4,669,954 |8 21,206
Other financing sources 18  454838|8% 4548388 100000
EXPENDITURES
General goverument support h) 975499 | $ 955499 | § 788,091 | § 167,408
Public safety 1,543,421 1.518,285 1,212,823 305,462
Health 1,000 1.000 50 950
Transportation 692,525 692,525 546,764 142,761
Culture & recreation 89,050 105,548 104,939 609
Home & community service 22,000 42,000 31,257 10,743
Emplovee benefits 1,426,050 1,426,050 1,402,043 24,007
Debt service _ 337,543 362,679 362,679 - 0
" Total Expenditures | $ 5,087,088 |§  5103,5861% 4,451,646 |3 651,940

-14-




VILLAGE OF HIGHLAND FALLS
HIGHLAND FALLS, NEW YORK
MANAGEMENT’S DISCUSSION AND ANALYSIS
MAY 31,2019

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 are described
in Note 1 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 prospective (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.

In 2019, the Village expended $282,858 on capital additions. Figure A-9 reflects the changes in net
capital assets. _

Figure A-9
¥ 01 :
Land ¥ 483,311 | $ 483,311 | § 0
Land Improvements 132,671 161,606 (28,935)
Construction 4,177,394 4,270,874 {93,480)
[nfrastructure 6,478,462 6,498,305 {19,843)
Machinery and Equiprent 227,051 268,002 (40,951
Vehicles ' 362,675 411,483 (48,808)

Major additions in 2019 included:

Infrastructure $ 277,448
Machinery and Equipment 5410
Total b 282,858

-15-




MAY 31, 2019

DEBT ADMINISTRATION

Debt. both short-term and long-term, decreased by $577,577 durtng 2019,

Other Postemployment Benefits increased by $618,369 during 2019,

The Village's Hability for compensated absences decreased by $10.615 during 2019.

The Length of Service Award Program liability increased by $211,592 during 2019.

Detailed information regarding the Village's short and long-term liabilities are presented in more

detail in Nole 7 and 8 in the current year’s notes to the {inancial statements. Figure A-10 reflects the
changes in the Village’s debt for 2019,

Figure A-10

s Qu_tstanding Debt '.Gb#-;ér;i'l_t_ie;'l_ta:l'_A_(_:'t'iviﬁ'es':- 4 Total
- e el T agg9 3018 | Dollar Change’
Bond Anticipation Notes $ 300,000 |  450,0001% (150,000
Serial Bonds 4,560,000 4,965,000 (405.000)
Capital Lease Payable 25,154 47,731 (22,577)
Net Pension Liability - Proportionate Share 703,843 385,835 318.008
Total Pension Liability - LOSAP 1,762,259 1,550,667 211,592
Other Postemployment Benefits 14,102,904 13,484,535 618,369
Compensated Absences 189,586 200,201 (10,615)
e T T T s henaiel s 21,083,969 P
FINANCIAL CONTACT

The Village's financial statements are designed 1o present users (citizens, taxpayers. customers,
investors and creditors) with a general overview of the Village's finances and to demonstrate the
Village's accountability. If you have questions about the report or need additional financial
information. contact Ralph Waiters, Village Treasurer, Village of Highland Falls, 303 Main Street,
Highland Falls, New York 10928.
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VILLA b
HIGHLAND FALLS: NEW YORK
a} i T n H

MAY 31,2019

ASSETS
Unrestricted Cash
Restricted Cash
Accounts Receivable, net
Due from Fiduciary Funds
Non Depreciable Capital Assets
Depreciable Capital Assets, Net
TOTAL ASSETS

DEFERRED QUTFLOWS OF RESOURCES
Pensions
Other Postemployment Benefits
LOSAP
TOTAL DEFERRED OUTFLOWS OF RESOURCES

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

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

DEFERRED INFLOWS OF RESOURCES
Pensions
LOSA?
TOTAL DEFERRED INFLOWS OF RESQURCES

TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Restricted
Unrestricted (Deficit)

TOTAL NET POSITION (DEFICIT)
See notes to financial statements.

A7

Schedule 1

$ 1,692,198
2,425,472
225,144
1,444

483,311
11,378,253
16,205,822

447,964
117,867
200,181
766,012

16,971,834

124,079
67,870
54,448

300,000

270,000
25,154

4,290,000
703,843
14,102,904
1,762,259
189,586
21,890,143

365,727
45,144
410,871

22,301,014

7,333 875
2,425,472
(15,088,527)

$(5,329,180)
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Schedule 7

VILLAGE LAND FALL
HIGHLAND K EW YORK

1 ARY NET P
MAY 31, 2019

AGENCY
FUNDS
ASSETS
Cash $ 282,268
Investment in Service Award Program Provider 1,082,203
TOTAL ASSETS 5 1,364,471
LIABILITIES
Due to Other Funds $ 1,444
Other Liabilities 280,824
Service Award Program Payable 1,082,203
TOTAL LIABILITIES $ 1,364,471

See notes 1o financial statements,
3.




HIGHEAN I C -
ESTO FINANCIAL STATEMENT
MAY 31,2019

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 to 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 Sictements -
and Management's Discussion and Analysis - for State and Local Governmenis. Certain of the
significant changes in the Statement include the following:

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

¢ Financial statements prepared using {ull accrual accounting for all of the Village's activities.
e A change in the fund financial statements to focus on the major funds.

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

A. Financial Reporting Entity

The Village of Highland Falls was established 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 serves as Chiefl
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
improvements. water and séwer 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.

94



NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

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) Statemment #14, “The Financial Reporting Entity:”

i,
2,
3.

The primary government which is the Village of Highland Falls.

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

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

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

Based on the application of the above criteria, no other entities arc included in the reporting
emity.

B. Basis of Presentation

1.

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
linancial activities ol the overall government in iis entirety, except those that are fiduciary.
Eliminations have been made to minimize the double counting of internal 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
orants column reflects capital-specific grants.

The Statement of Activilies 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 a$ general revenues,

5.




VILLAGE OF HIGHLAND FALLS

HIGHLAND FALLS. NEW YORK
NOTES TO FINANCIAL STATEMENT.

MAY 31,2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Basis of Presentation (Continued)
2. Fund Financial Statements
The fund statements provide information about the Viltage's funds, including fiduciary
funds. Separate statements tor 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 o Highland Falis reports the following major Governmental Funds:

General Fund: This is the Village’s primary operating fund. [t 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 (o account for revenues derived from charges for
waler consumption and benefited assessments and the application of such revenues
toward related operating expenses and debt retitement.

Sewer Fund: Established by law to account for revenues derived [rom sewer rents and
benefited assessments and used for related operating expenses and debt retirernent.

*

Capital Projects Fund: Established to account tor 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:
¢ 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.




VILLAGE QF HIGHLAND FALLS
HIGHLAND FALLS. NEW YORK
ES TO FINAN LSTATEMENTS

U

MAY 31,2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

D.

Measurement Focus and Basis of Accounting

The Government-Wide financial statements are reported using the economic resources
measutement focus and the accrual basis of accounting. Revenues are recorded when eamed
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 vear for which the taxes are levied. Revenue from granis and donations is
recognized in the fiscal year in which all eligibility requirements have been satistied.

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

Matetial revenues that are accrued include real property taxes, state and federal aid, sales tax
and certain user charges. 1f expenditures are the prime factor for determining eligibifity.
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 expenditures 1o the extent they have matured. General capital assel
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.

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 | 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 tor the collection of unpaid taxes rests with the County.
Uncollected tax liens are sold annually by the County.
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NOTE 1.

VILLAGE, OF HIGHLAND FALLS
HIGHELAND FALLS, NEW YO

NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Budgetary Data

B

b

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 [.

¢. 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 transter certain budgeted amounts within
departments.

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 or
liabilittes. Expenditures for such commitments are recorded in the period in which the
liability is incurred.

Budget Basis of Accounting

Budgets arc 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 period other than the Village’s
fiscal year.
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VILLAGE OF HIGHLAND FALLS
HIGHLAND FALLS, NEW YORK
NOTEST STATEMENTS
MAY 31, 2819

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F.

G

H

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 1o use demand accounts and
certificates of deposit. Permissible investments include obligations of the 1.8, Treasury and
U.S. Agencies, réepurchase agréements, 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.

. Aceounts 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,

. Due To/From Qther Funds
Amounts due to and due from within the same fund type have been eliminated in the
Government-wide statermnents. A detailed description of the individual fund balances is
provided subsequently in these notes.
Inventories and Prepaid ltems
Purchases of inventoriable items are recorded as expenditures in the Government Funds at
the time of purchase. Inveniory-type items are considered immaterial and, consequently, are

not provided in the government-wide stalements.

Prepaid items represent payments made by the Village for which benefils extend beyond
year-end,
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NOTE 1.

ILLAGE OF HIGHELAND FALLS
HIGHLAND FALLS. NEW YORK

NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

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 _.oLife
Land Improvements £ 5000 20 vears
Building and Improvements 5,000 50 years
Fumiture, [ixtures & machinery 1,000 5-10 years
Vehicles 1,000 6-8 years

. 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-ling method over their estimated usetul 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.

HIGHLAND FALLS. NEW YORK
NOTES INANCIAL STATEMENTS

MAY 31, 2019
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Vested Employce 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 employec is entitled to payment for accumulated vacation time.

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

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

The Village's employees participate in the New York State Employees’ Retirement System
and New York State Police and ¥ire 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
Viliage. Health care benefits 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 benelits by recording its share of insurance premiums as an expenditure in
the year paid.

During the year, approximately $334,945 was paid from the General Fund on behalf of 18
retirees.

. Unemployment Insurance

Village emplayees 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
benelit reimbursement method. This is a dollar-for-dollar 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 Deterred Compensation Plan (the Plan) created in
accordance 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 deférred under the Plan are not availuble to the employee until
termination, retirement, death or unforesceable emergency.
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NOTE 1.

HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

O. Deferred OQutflows and Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section
for deferred outflows of resources. This separate Tinancial statement element, deferred
outflows of resources, represents a consurnplion 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 three ilems that qualify lor reporting in this category. The first item the
Village reporis deferred inflows of resources in the Statement of Net Position related to other
postemployment benefits reported in the government-wide statements, For additional
information on deferred outflows related Lo other postemployment benefits (Note 7). The
second item related to the Village™s LOSAP reported in the government-wide staterments.
For additional information on deferred outflows related to the Village’s LOSAP (Note 12),
The third item 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 (Note 8). 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 two items that qualify for reporting in this category. This item is related to
pensions reported i the Village — wide Statement of Net Position. This represents the effect
of'the net change in the Village’s proportion of the coliective net pension Hability (ERS and
PFRS System) and difference during the measurement periods between the Village’s
contributions and its proportionate share of total contributions to the pension systems not
included in pension expense (Note 8). The second item related (o the Village's LOSAP
reported in the povernment-wide statements. Foradditional information on deferred inflows
related 1o the Village's LOSAP (Note 12).

Risk Retention

The Village assumes the liability tor most risk including, but not limited to, property damage
and personal injury Hability. 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.
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VILLAGE OF HIGHLAND FALLS

HIGHLAND FALLS. NEW YORK
NOTES TO FINANCIAL SFATEMENTS

MAY 31,2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Q.

Restricted Resources

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

position is available, it is the Village's pelicy to apply restricted funds before unrestricted

funds, unless otherwise prohibited by legal requirements.

R. Equity Classification

I

Covernment-wide Statements
Equity is classitied as net posttion 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 or improvementy 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, confributors, 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 gencral use by the Village.

Funds Statements

The Village followed GASB Staternent No. 54, The purpose of this accounting standard is
to provide fund balance categories and classifications that are more easily understeod by
users of financial statements and consistently applied by villages. This standard sets [orth
hierarchical fund balance classifications that are based primarily upon the extent to which a
Village is bound to observe constrainis 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 amounts 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 ¢ithet (a)

externally by creditors, grantors, contributors or laws or regulations of other

governments; or (b) by law through constitutional provisions or enabling legistation.
-33-




VILLAGE OF HIGHLAND FALLS
HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATEMENTS
MAY 31, 2019
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 reserve 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 $225,019, $51.314, and $51,314, respectively.

Total Resiricted balances at May 31, 2019 were as follows:

General Fund $ 225019
Capital Fund 472.293
Water Fund 840,506
Sewer Fund 887,654

Total $2,425477

Commitied: 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 classity
any of its fund balances as commitled as of May 31, 2019.

Assigned: Includes amounts that are constrained by the Village's intent to be used for
specific purposes, but are neither restricted nor committed.  Assigned fund balance
includes (a) all remaining amounts (except for negative balances) that are reported in
vovernmental funds. other than the General Fund, that are not classified as nonspendable
and are neither restricted nor commitied and (b) amounts in the General Fund that are
intended to be used for a specific purpose. Assigned fund balance n the General Fund
includes $403.396 assigned to be used to reduce the tax levy for the year ending May 31,
2020, 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 $49,428.

Unassigned: Includes fund balance that has not been assigned to other funds and that has
not been restricled, commitled. 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 these purposes, negative unassigned fund
balance is reported.
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VILLAGE OF HIGHLAND FALLS

HIGHLAND FALLS, NEW YORK
OTES T CIAL STATEMEN

MAY 31, 2019

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 interfurid
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.

I T. Use of Estimates

Useé 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 liabilitics at the date of the financial statements and the reported
revenues and experises during the reporting pertod. 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, 2019, the Village implemented the following
new standards issued by GASB:

o  GASB Statement 85, Omnibus 2017, effective for the year ending May 31, 2019.

s  GASB Statement 86. Certain Debt Extinguishment Issues, effective for the year
ending May 31, 2019.

GASB has issued Statement 85, Omnibus 2017, which will enhance consistency in the
application of accounting and financial reporting requirements. This statement addresses
a variety of topics including issues related to blending component units, goodwill, fair
value measurement and application, and postemployment benetits (pensions and other
postemployment benefits (OBEB)). The Village has implemented Statement 85, as
required.
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HIGHLAND FALLS. NEW YORK
ES TO FINANCIAL { MENTS

MAY 31,2019
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

U. New Accounting Standards (Continued)

GASB has jssued Statement 86, Certain Debr Extinguishment Issues, which will increase
consistency in accounting and financial reporting for debt extinguishments by
establishing uniform guidance for derecognizing debt that is defeased in substance,
regardless of how cash and other monetary assets placed in an irrevocable trust for the
purpose of extinguishing that debt were acquired. The requirements of this Statement also
will enhance consistency in financial reporting of prepaid insurance related to debt that
has been extinguished. The Village has implemented Statement 86, as required.

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

Due to the differences in the measurement focus and basis of accounting used in the
governmental fund statements and the government-wide stalements, certain financial transactions
ave treated differently. The differences result primarily from the economic focus of the
Statement of Activities, compared with the current financial resources [ocus of the government
funds.

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

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

The basic financial statcments contain a dcetailed reconciliation of the items creating the
differences between fund balance reported in the Governmiental Fund Statements and net
position reported on the Stalement 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 assets 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 § 24.379.683
Accumulated Depreciation (12,518,119}
Capital Assets, Net $ 11,861,564
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VILLAGE OF HIGHLAND FALLS
HIGHLANB F S, NEW YOR
OTES TO FINANCIAL STAT CNT
MAY 31, 2019

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

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

2. Interest payable is recognized in the entity wide statements under full acerual accounting.
No acerual is recognized in the governmental fund statements for interest that was not paid
from current financial resources.
Interest Payable at May 31, 2019
Interest Payable at May 31. 2019

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 $  4,560.000
Capital Lease Payable 25,154
Other Postemployment Benefits 14,102,604
Total Pension Liability — LOSAP 1,762,259
Compensated Absences 189,386

4. [n the 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 lability is measured as the proportionate share of
the portion of the actuarial present value of projected benefit payments that is attributed to
past periods of employee service (proportionate share of total pension hability), 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 nef 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 [inancial resources. These balances at May 31, 2019 were as

follows:

Deferréd Outflows of Resources — Pension $ 447,564
Net Pension Liability, Proportionate Share (ERS & PFRS) (703,843)
Deferred Inflows of Resources — Pension {365.727)

$  (621,606)
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HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

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

B. Explanation of Dilference between Governmental Funds Operating Statement and the
Staternent 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 five broad
categories. The amounts shown below represent these differences as follows:

e Long-term revenu¢ differences arise because Governmental Funds report revenues only
when they are considered “available™, whereas the Statement of Activities reports
revenues when eamned. 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,

e 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 af
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.

e Long-term debt transaction differences occur because both interest and principal
payments are recorded as expenditures in the Governmental Fund stalements, 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.

s Pension Plan related differences occur as a result of changes in the Town's proportion of
the collective net pension asset/liability and differences between the Village's
contributions and its proportionate share of the total contributions to the pension system,

s Other Postemployment Benefit (OPEB) and the Length of Service Award Program
(LOSAP) related differences occur as a result of changes in the Village’s total OPEB and
LLOSAP liability and differences between the Village's contributions and OPEB and
LOSAP expense,

The basic financial statements contain a detailed reconciliation of the items creating the

differences between the change in fund balance reported in the Government Fund Statements
and the change in net posilion reported in the Statement of Activities.
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VILLAGE OF HIGHLAND FALLS
HIGHLAND FALLS. NEW YORK
NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

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

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

Total Revenue and Other Funding Sources:

Total revenues and other sources reported in Governmental Funds (Schedule #5) $ 8.133,798

BAN's redeemed from appropriations {150,000y

Total Revenues in the Statement of Activities and Changes
in Net Position (Schedule #2) $ 7,983,798

Total Expenditures and Other Uses/Expenses:

Total expenditures and other uses reported in Governmental Funds
{Schedule #5) $ 6,932,670

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 thes¢ items are measured by the amount of financial
resources used (¢ssentially. the amounts actually paid). The liability for compensated
absences decreased during the year, (Schedule #0) (10,615)

In the Statement of Activities, the expense for other postemployment benefits
(OPEB) includes changes in the OPEB liability such as service cost, interest cost and
changes in the benefit terms, as well as amortization of deferred outflows of
resourcés and deferred inflows of resourcesrelated to OPEB. In the governmental
funds, however., OPEB expenditures are measured by the amount of financial
resources used (essentially the amounts actually paid). This is the amount by which
OPEB expense in the Statement of Activities exceeded the amount of financial
resources used during the year (Schedule #6) 500,502

In the Statement of Activities, the expense for LOSAP benefits dre measured based
on the actuarially determined annual contributions (ARC) of the Village. In the
governemental funds, however these exXpenditures 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) 56.555
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VIELAGE OF HIGHLAND FALLS
HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

NOTE 2. EXPFLANATION 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)

When purchase or construction of capital assets is [inanced through governmental
funds, the resources expended for those assets are reported as expenditures in the
years they are incurred. However, in the Statement of Activities, the cost 1s aliocated
over their estimated useful lives and reported as depreciation expense. This is the
amount by which capital expenditures of $282,858 is less than depreciation of
$514,875 in the current year. (Schedule #6) 232.017

{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
resources and therefore are not reported as revenues or expenditures in the
governmental funds. (PFRS of $83.325 and ERS of $(10,989)) (Schedule 6) 72,336

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) (5,737

Repayment of debt service principal is an expenditure in the governmental funds,
but reduces long-term liabilities in the Statement of Net Position, and does not affect
the Statement of Activitiés, (Schedule #6) (577,577)

Total expenses in the Statement of Activities and
and Changes in Net Position (Schedule #2) $ 7,200,151

NOTE 3. CHANGE IN ACCOUNTING PRINCIPLE

For the year ended May 31, 2019, the Village implemented GASB Statement #75, Accounting
and Financial Reporting for Postemployment Berefits Other Thun Pensions.  The
implementation of the statement requires the Viilage to report Other Postemploymerit Benefits
(OPEB}) liabilities, OPEB expenses, deferred outflows and deferred inflows of resources
related to OPEB. Sce note 14 for the financial statement impact of the implementation of the
statement.
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VILLAGE OF HI ) FALL,
HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

NOTE 4. CASH

The Village of Highland Falls' investment policies are governed by Stafe 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, 2019, the carrying amount of the Village's deposits (cash, certificate of deposits, and
interest-bearing savings accounts) was $4,399,938 and the bank balance was $5,061.452. The
Village's deposits at May 31. 2019 were entirely covered by FDIC Insurance or by pledged collateral
held by the Village's agent bank in the Village's name.

NOTE 5. INTERFUND ACTIVITY

Interfund receivables and payables at May 31. 2019, were as follows:

Interfund Intertund

Fund Receivable Payable
General $ 1444 § ]
Trust & Agency 0 1,444
Total b 1444  § 1.444

Interfund transfers in and transters out for the year ended May 31, 2019, were as follows:

Interfund Interfund
Fund Transfers In~ Transfers Out
General $ 100,000 % 0
Water 0 50,000
Sewer 0 200,000
Capital 150,000 0
Total $ 250,000 $§ 250,000




NOTE 6. CAPITAL ASSETS

VILL ND FALLS

Capital asset balances and activity for the year ended May 31, 2019, were as follows:

Disposals
Beginning Reclass- Ending
Governmental Activities Balance Additions ifications Balance
Capital Assets that are
not Depreciated:
Land $ 483311 % 0 % 0 483,311
Total Non-Depreciable
Historical Cost 483,311 0 0 483,311
Capital Assets that are
being Depreciated:
Land Improvements 546,121 0 0 546,121
Construction 6.208.296 0 0 6,208,296
Infrastruciure 10,714,777 277,448 0 10,992,225
Machinery & LEquipment 4,003,278 5,410 0 4,008,688
Vehicles 2,141,042 0 (0 2,141,042
Total Depreciable
Historical Cost 23,613.514 282,858 0 23,896,372
Less Accumulated
Depreciation:
Land improvements 384,515 28,935 0 413,450
Construction 1,937,422 93,480 0 2,030,902
Infrastructure 4,216,472 297,291 ¢ 4,513,763
Machinery & Equipment 3.735.276 46,361 0 3,781,637
Vehicles 1,729,559 48,808 0 1,778,367
Total Accumulated
Depreciation 12,003,244 514.875 0 12,518,119
Total Historical Cost, Net $ 12,093,581 § (232,617) § 0 § 11,861,564
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HIGHLAND FALLS. NEW YORK
NOTES TQ FINANCIAL STATEMENTS
MAY 31,2019

NOTE 6. CAPITAL ASSETS (Continued)

Depreciation was charged to governmental functions as follows:

General Government Support $ 36.041
Public Safety 123,570
Transportation 56,636
Culture and Recreation 2,574
Home and Community Services 208,523
Water Utilities 15,446
Sewer Utilities 72.083

Total Depreciation Expense $ 514875

NOTE 7. LIABILITIES

A. Short-Term Debt

Liabilitics 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 15 redeemed within tive years and within each 12
month period thereafter. For shorl-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 principal are
made. As of May 31, 2019, one Bond Anticipation Note (BAN) was outstanding tor a total
amount of $300,000. These temporary funds were borrowed to assist with financing the
renovation and construction expansion costs of the Village's water system, sewer facility and
building improvements. vehicles, and other capital projects.

The foliowing is a summary of Village of Highland Falls’ outstanding bond anticipation
notes for the year ended May 31, 2019.

Original Amount
Date of Original [nterest  Date of Outstanding
Description Issue Amount Rate Maturity  at Year End
Various Purpose 2015 03/06/15 % 1,532,500 2.63% 022820 $ 300,000
Total BAN's Payable $ 300,000




VILLAGE. OF HIG ) FALLS
HIGHLAND FALLS. NEW YORK

NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

NOTE 7. LIABILITIES (Continued)
A, Short-Term Debt (Continued)

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

Interest paid 3 8,325
Less: Interest accrued-prior year ) (1.962)
Add:  Interest accrued-currenl year 1,859

Total Short-Term Interest § 8222

A. Long-Term Debt

Bonds: The Village ol 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 borne
by the present and future taxpayers. At May 31, 2019, the total bond principal indebtedness
outstanding of the Village of Highland Falls aggregated $4,560.000.

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

2019,
Original Amount
Date of Original Interest  Dateof Qutstanding
Desgription Issue Amount Rate Maturity at Year End
Serial Bonds:
Backwash/Screw Pumps - EFC 3/13/2003 763,000  var.  10/152032 § 395000
2009 Bond ~ Various Purposes 8/1/2009 3,100,000 Var 81172035 2,425,000
2012 Refinancing 5/112012 3,145,000 Var. 7/1/2035 1,570,600
2016 Road Improvements 3212016 262,500 Var. 3712023 170,600
Total Bonds Payable $ 4,560,000

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

Interest paid $ 187.093

Less: Interest accrued-prior year (66,868)

Add: Imnterest accrued-curreni year 61,234
Total Long-Term Interest b 181,459

-44-




ILLAGE OF HIG

NOTE 7. LIABILITIES (Continued)

A. Long-Term Debt (Continued)

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

HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATE :
MAY 31,2019

Beginning Ending
Balance Issued Redeemed Balance
Governmental Activities
Serial Bonds $ 4965000 % 0 § 405000 & 4,560,000
Capital Lease Payable 47.731 0 22,577 25,154
Other liabilities:
Other Postemployment Benefits 13,484,535 953314 334,945 14,102,904
Total Pension Liability - LOSAP 1.550,667 248,552 36,960 1.762,259
Compensated Absenses 200,201 0 10,615 189,586
Total Long-Term Liabilities $ 20,248,134 % 1,201,866 § 810,097 § 20,639,903

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 Staternent of Net Position.

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

Year Principal Interest Total
2020 $ 295,154 $ 175139 $ 470,293
2021 275,000 166,704 441,704
2022 285,000 157,901 442,901
2023 295,000 148,304 443,304
2024 305,000 137,247 342,247
2025-2029 1,605,000 495,625 2,100,625
2030-2034 1.265,000 196,854 1,461,854
2035 260,000 6,006 266,006
Total b 4,585,154 $ 1,483,780 5 6,068,934
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NOTE 7. LIABILITIES (Continued)
C. Postemployment Benefits
General Information about the QPEB Plan
Plan Description - The Village's defined benefit OPEB plan (“the Village's OPEB plan™), provides
OPER for all permanent fuli-time general and public safety employees of the Village. The Village’s

OPEB plan is a single-employer defined benefit OPER plan administered by the Village.

Benefits Provided — The Village's OPEB plan provides healthcare benefits for retirees and thir
dependents.

Medical Benefits Program:

The Plan is a fully insured plan. Current retiree premium rates provided by the Village include:

A) Individual Pre-Age 65: Generally $1.,015 per month.
B) Family Pre-Age 65: Generally $2,348 per month.
() Individual Post-Age 65: Generally $444 per month.

D) Famtily Post-Age 65: Generally $1,207 per month.

For GASB #45/475 purposes, the “community rated” exception under ASOP 6 no longer applies.
Therefore. adjustments to 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, are now required.

Medicare Part B Premiums: paid by the Village at $134.00/mo.

Eligibility: Eligibility requirements are as follows:
A) Non-uniformed: An employee may retire after age 55 with at least 10 ycars of service,
B) Police: Anemployee may retire after completing at least 20 years of service.
C)  Spousal benefit upon retiree’s death: Coverage continued: spouse must pay full blended

rate.
[3)  Active service death benetit: N/A

Yillage Subsidy:

The Village will generally contribute 100% of the NYSHIP/Siate Empire medical premivm amounts
for those electing individual coverage, and 90% toward those electing tamily coverage.
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NOTE 7. LIABILITIES (Continued)
C. Postemployment Benefits (Continued)

Funding Policy:

The employer’s funding policy is to contribute the current annual premiun (net of employee
contributions) for all retired participants (i.e.. pay as you go). Current New York State law prohibits
municipalities from pre-funding retirce medical benetit obligations in a Trust,

Employees Covered by Benefit Terms — At May 31, 2019, the following employees were covered by
the benefit terms:

Inactive employeces or bencliciaries currently receiving benefit payments {8
Active employees 23
Total Employees Covered by Benefit Terms 43

Total OPEB Liability
The Village's total OPEB liability of $14.102,904 was measured as of May 31, 2019, and was
determined by an actuarial valuation as of that date.

Actuarial Assumptions and Other [nputs — The total OPEB lability in the May 31, 2019 actuarial
valuatiort was determined using the following actuarial assumptions and other inputs, applied to all
periods included in the measurement, unless otherwise specified:

Valuation Date 6/1/2018 (6/1/2018 census)

Projected Salary Increases 3% per annum

Discount Rate 3.05% (2.05% and 4.05% are ilustrated (or sensitivily)
Rate of Inflation 3% per annum

Mortality RP-204 mortality table, MP-2016 projection
Withdrawal Sarasson T-5 Table

Asset Valuation Method Market value

Healthcare cost trend rates 8% decreasing to 5% vltimate

) Wife is assumed (o be same age as the husband. 70% of
Marriage Rate - YA .
males and 50% of females are assumed married.

Participation Rate 100% of eligible retirees expected to participate:
Por experience gains/iosses, over the average expected
future working lifetime of the active group.
47~
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MAY 31, 2019

NOTE 7. LIABILITIES (Continued)
C. Postemployment Benefits (Continued)

The discount rate was based on S&P Municipal Bond 20 Year High Grade Rate Index as of May
31,2019,

The actuarial assumptions used in the June 1, 2018 valuation were based on the resulis of an
actuarial experience study lor the period June 1. 2018 - May 31, 2019,

Changes in the Total OPER Liability

Balance at May 31,2018 $ 13,484,535

Changes for the Year:

Service cost 409,633
Interest 406,170

Differences between expected and actual experience 137,541
Benelil paymenis (334.945)
Net Changes 618,369

Balance at May 31, 2019 $ 14,102,904

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate — The following presents
the total OPEB liability of the Village, as well as what the Village’s total OPEB liability would be
it it were calculated using a discount rate that is 1 percentage point lower (2.05 percent) or |
percentage point higher (4.05 percent) than the current discount rate:

1% Curreny 1%
Decrease Discount Rate Increase
(2.05%) (3.05%) (4.05%)
Total OPEB Liability $ 16,230,130 $ 14,102,904 $ 11,975,679
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NOTE 7. LIABILITIES (Continued)

C. Postemployment Benefits (Continued)

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates ~ The
following presents the total OPEB liability of the Village, as well as what the Villages total OPEB
liability would be if it were calculated using healthcare cost trend rales that are 1 percentage point
lower or 1 percentage point higher than the current healthcare cost trend rate:

Trend Rate Current Health Care Trend Rate
Less 1% Cost Trend Rates Plus 1%
Total OPEB Liability $ 11,805,997 3 14,102,904 $ 16,812,047

OPER Expense and Deferred Quitlows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended May 31, 2019, the Village recognized OPEB expense of $835.447. At May
31, 2019, the Village reported deferred outflows of resources and deferred inflows of resources
refated to OPEB from the following sources:

Deferred Qutflows Deferred Inflows

of Resources of Resources
[ifferences between expected
and actual experience $ 117.867 § 0
Changes of assumptions or other inputs 0 0
Village's contributions subsequent
to the measurement date 0 0
Total $ 117,867 § 0

Village contributions subsequent to the measurement date will be recognized as a reduction of
the OPEB liability in the fiscal year ended May 31, 2019. Other amounts reported as deferred
outflows of resources and detferred inflows of resources related to OPEB will be recognized in
OPEB expense as follows:

Fiscal Year Ending May 31, Adiount
2020 $ 19.644
2021 19,644
2022 19,644
2023 19.644
2024 19,644
Annually Thercafter (I year) 19,644
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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 Systemy (PFRS) which are
collectively referred to as New York State and Local Retirement 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 Reétirernent Fund (the Fund), which was
established 1o hold all net assets and record changes in fiduciary net position allocated to the
ERS System. The Comptroller 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
Comptroller since February 7, 2007. In November, 2018, he was elected for a new term
commencing January 1, 2019. 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 participales in the Public Employees’ Group Life Insurance Plan (GLIP), which
provides death benetits in the form of life insurance. The System is included in the State’s
{inarictal report as a pension trust fund. That report may be found at wiwvw osc.state.ny us/retire/
publications/index.php or obtained by writing to the New Yok State and Local Retirement
System, 110 State Street, Albany, NY 12244

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

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

Benefit Calculation: Generally, the benefit is 1.67 percent of final average salary foreach ycar of
service if the member retires with less than 20 years. [f 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 I and Tier 2 members who worked
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NOTE 8. PENSION PLANS (Continued)
ERS and PFRS Benefits Provided (Continued)
Tiers 1 and 2 (Continued)

continuously from April 1, 1999 through October 1, 2000 received an additional month of
service credit for each year ol credited service they have at retirement., up to a maximum of 24
additional months,

Final average salary is the average of the wages earned in the three highest consecutive years. For
Tier | members who joined on or after Iune 17, 1971, each year of final average salary is limited
to rio more than 20 pereent 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 ol the previous (wo 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 (o collect a retirement
benefit. Tier S 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.

Renefit Calculation: Generatly, the benefitis 1.67 percent of tinal average salary for each year of
service if the member retires with less than 20 years. [f 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. [f 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 members with five
or more years of service and Tier 5 members with 10 or more years of service can retire as eatly
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 1o 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 east 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.
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NOTE 8. PENSION PLANS (Continued)
EEKS and PFRS Benefits Provided (Continued)

Tier 6 (Continued)

Benefit Calculation: Generally, the benefit is 1.67 percent of final average salary for each year of
service if the member retires with tess 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 no more than 10 percent of the
average of the previous four years.

Special Plans

The 25-Year Plans allow a retirement afier 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
ot one-half of final average salary. These plans are available to certain PFRS members, sheriffs,
and correction officers.

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 benefit is 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 Benefits

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
salaiy. For most members, there is also a reduced post-retirement ordinary death benetit
available.
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NOTE 8. PENSION PLANS (Continued)
Post-Retivement Benefil Increases

A cost-of-living adjustment is provided annually to: (i) all pensicners 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 tfor
five years; (iv) ERS recipients of an accidental death benefit, regardless of age, who have been
receiving such benefit for five years and (v) the spouse of a deceased retiree receiving a lifetime
benefit under an option elected by the retiree at retirement. An eligible spouse is entitled o one-
half the cost-of-living adjustment amount that would have been paid to the retiree wheh the
retiree would have met the eligibility criteria. This cost-of-living adjustient is a percentage of
the annual retirement benefit 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 Consumer Price Index as published by the U.S. Bureau of Labor. but
cannot be less than 1 percent or exceed 3 percent.

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
riembership. 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 years were equal to 100% of the
contributions required, and were as follows!:

ERS PEFRS

2019 $ 149,736 § 180,526
2018 $ 146903 % 186.465
2017 $ 156,740 § 198,827

Village contributions made to the Systems were equal to 100% of the contributions required for
each year. Since 1989, the Systems® billings have been based on Chapter 62 ot'the Laws of 1989
of the State of New York. This legislation requires participating employers to make payments on
a current basis. while amortizing existing unpaid amounts relating to the Systems® 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.
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NOTE 8. PENSION PLANS (Continued)

Pension Liabilities, Pension Expense, and Deferred Quitlows of Resources and Deferred
Inflows of Resources Related to Pensions

At May 31,2019, 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, 2019 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 determined. This information was provided by the ERS and
PFRS Systems in reports provided to the Village.

BRS PFRS
Actuarial Valuation Date /172018 4/1/2018
Net Pension Asset/{Liability) $ 264223y  § (439,620
Vitlage's Portion of the Plan's Total Net Pension Asset/(Liability) 0.0037292% 0.0262137%

For the year ended May 31,2019, the Village’s recognized pension expense of $138.15] for ERS
and $263,851 for PFRS. At May 31,2019 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 $ 52,031 $ 106,796 3 158,827
Changes of Assumptions 66,415 159.726 226,141
Net difference between projected and actual
earnings on pension plas investments ¢ 0 0
Changes in proportion and difference between the
Village's contributions and proportionate share
of contributions 3.731 4819 8,550
Village's contributions subsequent to the
measurement date 25,138 29,308 54,446

Total $ 147315  § 300,649 % 447964
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Differences between expected and actual
experience

Net Ditference Between Projected and Actual
Earnings on Pension Plan Investments

Changes in proportion and difference between the
Village's contributions and proportionate share

ot contributions

Total

TEMENTS
Deterred Inflows
or Resources
ERS PFRS Total
$ 17,737 % 46,937 % 64,674
67.814 88.045 155,859
52,243 92,951 145,194
$ 137794 0§ 227933 % 365727

Village contributions subsequent to the measurement daie which will be recognized as a reduction of
the nel pension liability in the year ended May 31, 2019, 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:
2020
2021
2022
2023
2024

ERS PERS
$ 29,897 S 62,986
(67,379 (38,048)
(12,817) (19,456)
34,683 34,655
0 3,271
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NOTE 8. PENSION PLANS (Cortinued)

Actuarial Assumptions
The total pension Hability 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 foliowing 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

For ERS and PFRS, annuitant mortality rates are based on April 1,2010—March 31, 2015 System's

. ERS _ PFRS
March 31,2019 March 31, 2019
2.5% 2.5%
4.20% 5.00%
1.3% 1.3%

7.0% compounded
annually, net of
investment expenses

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

Society ol Acluaries
Scale MP-2014

7.0% compounded
annually, net of
investment expenses

Actuarial experience
study for the period
April 1,2010t0
March 31, 2015

Society of Actuaries
Scale MP-2014

experience with adjustments for mottality improvements based on MP-2014.

For ERS and PFRS, the actuarial assumptions used in the April 1, 2018 valuation are based on the

results of an actuarial experience study for the period April 1, 2010 — March 31, 2015.
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NOTE 8. PENSION PLANS (Continued)

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 ag well as historical investment data and plan performance. Best
estimates of arithmetic real rates of return for each major asset class inciuded in the target asset
allocation are summarized below:

ERS & PFRS
Measurement Date March 31, 2019
Long-term
Target expected real

Allocation rate of return
Asset Class:
Domestic Equity 36% 4.55%
International Equity i4% 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% 5.29%
Bonds and Mortgages 17% 1.31%
Cash 1% -(1.25%
Inflation-indexed bonds 4% 1.25%

Total 100%

Discount Rate

‘The discount rate used to calculate the total pension ltability 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, actuarially. Based upon the assumptions, the System’s fiduciary
net position was projected to be available to make all projected future benefit payments of current
plan members. Therefore the long term expected rate of return on pension plan investments was
applied to all perieds of projected benefit payments to determine the total pension liability.
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NOTE 8. PENSION PLANS (Continued)

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 weli as what the Village’s proportionate share of the
net pension asset/(liability)would be it it were calculated using a discount rate that is [ -percentage-
point lower (6.0% for ERS and PFRS) or {-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) $ (1,155,227 $(264223) § 484,283

1% Current %
Decrease Assumption Increase
PIRS 6.00% 7.00% 8.00%
Employer's Proportionate Share
of the Net Pension Asset/(Liability) (1,588,722) (439,620) 520,013

Pension Plan Fiduciary Net Position

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

{Doliars in Thousands)
1ERS PIFRS
Measurement Date March 3§, 2019 March 31, 2019

Employers' total pension asset/(liability) $ (189,803,429)  $ (34,128,100)
Plan net position 182,718,124 32,451,037
Employer's net pension asset/(liability) $ (7,085,305 § (1,677,063)

Ratio of plan net position to the
employers’ total pension asset/(Lability) 96.27% 95.09%
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MAY 31,2019
PENSION PLANS (Continued)

Pavables 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 coritributions as of May 31, 2019 represent the
projected employer contributions for the period of April 1, 2018 through March 31,2019 based on
paid ERS and PFRS wages multiplied by the employer’s contribution rate. by tier. Accrued
retirement contributions as of May 31, 2019 amounted to $54,448.

UNASSIGNED BALANCES.

Of the $1,611,073 in General fund balance, $982,658 is considered Unassigned. Other General
Fund Balances are as [ollows at May 31, 2019:

Capital Reserve’ $ 225,019
Designated for Subsequent Year 403,396
Total b 628,415

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 of 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 tinancial 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 Habilities and dis¢losure 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. Estimatesand assumptions are made ina variety of
areas, including computation of encumbrances, compensated absences, pofential contingent
Habilities and useful lives or long-lived assets,
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HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATEMENT
MAY 31,2019

NOTE 12. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS.

The Village of Highland Falls® financial statements are for the year ended May 31,2019.
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, 2018, 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 1,2001. The program was established pursuant to Article 1 {-A of
the General Municipal Law. The program provides municipally-funded pension-like
benetits to facilitate the recriitment and retention of active volunteer firefighters. The
Village of Highland Falls is the sponsor of the program.

B. Program Description
ParticiPation. vestini and service credit

Active volunteer firefighters who have reached the age of 18 and who have completed i
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
is age 62. In general, an active volunteer firefighter is credited with a year of firefighting
setvice 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
lirefighting 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. Normal benefit is monthly payments for life (with
payments guaranteed for at least 10 years). Death benetit is the greater of the insurance
face amount or the present value of accrued benefit. Accrued benefit is payable
beginning at the entitlement date.
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VILLAGE OF HIGHLAND FALLS

HIGHLAND FALLS, NE RK

g Le'al -1[ L Sr[‘ sl 1 “t.‘i
MAY 31,2019

NOTE 12. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. (Continued)

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.

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 chariges program figures, and offering suggestions to
the Department's questions. Disbursements of program assets for the payment of benefits
ot administrative expenses must be approved by thé 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 1o invest program assets is vested in the Village Treasurer. Subjecl 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 sponsar for this purpose is Sheila
L. Yoensky, ASA, EA of BPAS Actuarial & Pension Services. Portions of the following
information are derived from a report prepared by the actuary dated February 2019,
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VILLAGE OF HIGHLAND FALLS
GHLAND FALLS. NEW YORK

NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

NOTE 12, LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. {Continued)

D. Program Financial Condition

Assets and Liabilities

Actuarial Present Value of Benefits at December 31, 2018 $ 1,234,301
Less: Assets Available for Benelits
% of total

Insurance Contracts 9% $ 1071474

Checking Account 1% 10,729

Less: Liabilities { 1)}

Total Net Assets Available for Benefits 1,082,203
Total Unfunded Benetits {152,098}
Less: Unfunded Liability for Prior Service { 152.098)
Unfunded Normal benefits £ D

Prior Service Costs

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

Receipts and Disbursements

Plan Net Assets, beginning of year § 1,035364
Changes during the year:

+ Plan contribution $50,000

+ Investment income earned 127

+ Changes in fair market value of investments 31,712

- Plan Benefit Withdrawals (35.000)

Plan Net Assets, end of year § 1082203
Contributions

Amount of sponsor’s contribution recommended by actuary: h) 52,519
Amount of sponsor’s actual contribution: $ 50,000

Administration Fees
Fees paid to designated program administrator: $ 3,500
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VILLAGE OF HIGHLAND FALLS
HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATE

MAY 31,2019

NOTE 12. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. (Continued)

E. Funding Methodology and Actuarial Assumptions

Normal Costs

The actuarial valuation methodology used by the actuary to determine the sponsot’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 benefits are:

Assumed rate of return on invesiment 5.00%

Mortality Tables used for

Withdrawal None
Disability None
Retirement RP2 — RP-2000 Mortality Table
Death {Actives) Nong
Death (Inactives) None

Total LOSAP Liability

The District’s total LOSAP liability of $1,762.259 was measured as of May 31, 2019,
and was determined by an actuarial valiation 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: 3.12% (Based on Fidelity 20-Year GO AA Bond Index)

Inflation Rate: 3.00%

Measurement Date: May 31, 2019

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

Eligibilty: All members who earn a *Year of Credit Service™ Minimum Age: 18 Years;
Minumum Service: | Year

Entitlement Date: Normal — First day of the month coincident with or following
attainment of age 62 and completion of 1 year of service. Aclive
participants can earn additional credit afler age 62.
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HIGHLAND FALLS, NEW YORK
NOTES TO FINANCIAL STATEMENTS
MAY 31,2019

NOTE 12. LENGTH OF SERVICE AWARD PROGRAM (LOSAP) FOR DEFINED
BENEFIT PLANS. (Continued)

Changes in the Total LOSAP Liability

Balance at May 31, 2018 § 1,550,667

Changes for the Year:

Service cost 32,934
Interest 54,692
Changes of benetit terms 0
Differences between expected and actual experience 17316
Changes in assumptions or other inpuls 143,610
Benefil payments (36,9601

Net Changes 211,592

Balance at May 31, 2019 b 1,762,259

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
(2.12 percent) or | percentage point higher (4.12 percent) than the current discount rate:

9% Current 1%
Decrease Discount Rate Increase
{2.12%) {3.129%) {4.12%)
Total LOSAP Liability $ 2,058,000 3 1,762,259 $ 1,525,000

NOTE 13. SUBSEQUENT EVENTS

Subsequent events were evaluated through May 29, 2020, which is the date the
financial statements were available to be issued. As of this date, there are no
subsequent events to report.
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VILIAGE OF HIGHLAND FALLS
HIGHLAND FALLS, NEW YORK
ES TO FIN 1AL STATEMENTS

MAY 31,2019

NOTE 14. RESTATEMENT OF NET POSITION

For the fiscal year ended May 31, 2019, the Village implemented GASB Statement 75,
Accounting and Financial Reporting for Postemploymerit Benefits Other Than Pensions.
This Statement replaces the requirements of Statements 45, Accounting and Financial
Reporiing by Employers for Postemployment Benefits Other Than Pensions, as
amended, and 57, OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans, for OPEB. GASB Statement 75 requires the liability of employers and
nonemployer contributing entities to employees for detined benefit OPEB (net OPEB
liability) 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 OPEB liability), less the amount of the
OPEB plan's fiduciary net position (if any). The Village’s net posiiion has been restated
as follows:

Net Positon Beginning of Year, as Previously Stated $ 3,511,708

GASB Statement 75 Implementation

Removal of Total OPEB Liability under Statement 45 3,860,000
Restated Total OPEB Liability under Statememt 75 (13,484,535}

Net Change in Net Position for Statement 75 Implementation (9.624.535)
Net Position Beginning of Year, As Restated $ (6,112,827)
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We have audited, in accordance with the auditing standards generally accepted in the United States
ol' America and the standards applicable to financial audits contained in Government Audiiing
Standardy issued by the Comptroller General of the United States, the financial statements of the
povernmental activities, each major fund, and the fiduciary fund of Village of Highland Falls. as of
and for the year ended May 31, 2019, 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 May 29, 2020,

Internal Control over Financial Reporting

In planning and performing our audit of' the linancial 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 financial
statements. but not for the purpose of expressing an opinion on the effectiveness of Village of
Hlighland 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 ot 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 control that is less severe than a maierial weakness, yet important enough to merit
attention by those charged with governinee.

Our consideration of internal control was for the Himited purpose described in the first paragraph of

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

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

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

any deficiencies in internal control that we consider o bé material weaknesses. We did identify

certain deficieneies in internal control, described 1n the accompanying schedule of findings and
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of the Village Board of the
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guestioned costs that we consider to be significant deficiencies. These significant deficiencies are
identified as 2019-001 and 2019-002.

Compliance and Other Matters

As part of obtaining reasenable assurance about whether Village of Highland Falls® financial
staternents are free of malerial 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 an opinion on compliance with those provisions was not an objective of our audit, and
accordingly. we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under 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 tindings and questioned costs. The Village of Highland Falls® response
was not subjected to the auditing procedurcs applied in the audit of the financial statements and,
accordingly, we express no opinion on it

Purpose of this Repert

The purpose ol 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 an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Vgoed ol

Montgomery, New York
May 29, 2020
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Report on Compliance for Each Majer 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’ majot fedéral programs for the year ended May 31, 2019. Village of
Highland Falls' major federal programs are identified in the summary of auditor's results section of
the accompanying schedule of tindings and questioned costs.

Management's Responsibility
g

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 compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auwditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Parl 200, Uniform Administrative
Requirements, 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 1o 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®
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances,

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

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, 2019,

Report on Internal Control Over Compliarice

Management of the Village of Highland Falls is responsible for establishing and maintaining
effective internal control over compliance with types of compliance requirements referred (o above.
In planning and performing our audit of compliance. we considered the Village of Highland Falls'
internal control over compliance with types of the requirements that could have a direct and material
effect on cach major federal program to détermine the auditing procedures that are appropriate in the
circumstances for the purpose ol expressing an opinion on compliance for each major federal
program and 1o 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 Falis' 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 ol compliance
requirement of a federal program on.a timely basis. A material weakness in internal control over
complignce is a deliciency, 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 of a federal program will not be prevented, or detected and corrected. ona limely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies. in internal contro! over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal 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 identilied.

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.

_._‘_: 'y oot abon PC.

Montgomery, New York
May 29, 2020
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FOR THE YEAR ENDED MAY 31,2019

SECTION I - SUMMARY QF AUDITOR'S RESULTS

FINANCIAL STATEMENTS
Type of Auditor's Report Issued: Unmodified

Internal Control Over Financial Reporting:
Material weakness{es) identified?

Significant deficiencies identified that are
nof considered 1o be material weaknesses

Noncompliance material to financial statements noted?
FEDERAL AWARDS

Internal Control Over Major Programs:
Material weakness(es) identified?

Significant deficiencics identified that are not
considered 1o be material weaknesses'

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

Any audit tindings disclosed that are required to
be reported in accordance with Section 2

CFR-200.516(a)?

IDENTIFICATION OF MAJOR PROGRAMS:

CEFDA NUMBERS NAME OF FEDERAL PROGRAM OR CLUSTER
14.871 Section 8 Housing Choice Vouchers

Dollar threshold used to distinguish between type A and type B programs:

Auditee qualified as low-risk auditee?

_70-

Yes X _No
X Yes No
Yes X No
Yes X No
Yes X No
Yes X No
$ 750,000
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Finding 2019-001

Condition:

Critena:

Cause:

Effect:

Recomimendation:

Finding 2019-002

Condition:

Criteria;

Cause:

Vil £LA(‘E OF IHGHLAISD FALL?

FOR THE YEAR ENDED MAY 31,2019
SECTION I FINANCIAL STATEMENT FINDINGS

Limited Segregation of Duties

The auditor found instancés where segregation of duties was limited. Limitations in control
activities may be addressed through additional management oversight. Through interviews
with management and staff we were able to satisfy ourselves that direct involvement 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 ditferent people so that
no single person is in a position to both commit and conceal errors, irregularities or fraud.

Limited resources and personncl available contribute directly to the level of segregation
achieved. Another factar is the organizational structure and the assighment of responsibilities
within thal structure.

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

We recommend that the management review the responsibilities of business stalt, as well as
the dutics actually being performed currently. This review should foeus on segregating the
functions lor 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 managemeni 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
menitoring 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 is 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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VILLAGE OF HIGHEAND FALLS
HIGHLAND FALLS, NEW YORK
EOFF 1 QUESTIO

FOR THE YEAR ENDED MAY 31,2019

SECTION 11 FINANCIAL STATEMENT. FINDINGS (continued)

Effect: The financial statements could have been sgignificantly misstated without adequate
documentation and performance ol oversight functions.

Recommendation: We recommend that management 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 reconeiliations, journal entries, trial balances, revenue status and budget status
reports.

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 and planned corrective action to be included
in this report.

SECTION 11 - EEDERAL AWARD FINDINGS ANI RESPONSES

A. Significant Deliciencies 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 lederal awards as required to be reported in accordance with
Section 2 CI'R-200.516(a).




Schedule 8

1 i {

HIGHLAND FALLS. NEW YORK
SCHEDULE OF REVENUES. EXPENDITURES COMPARED TO BUDGET
GENERAL FUND
N 1
Varilance
Orignal Adjusted Favorable
Budget Budget Actual {Unfavorable)
REVENUES
Real Property Taxes $§ 3,150,000 § 3,150,000 § 3,149999 § (H
Real Property Tax ltems 10,000 10,000 22,197 12,197
Non-Property Tax Items 1,291,000 1,291,000 1,324,592 33,592
Departmental Income 23,000 23,000 22,315 {685)
Use of Money and Property 4,250 4,250 3,996 {254)
Licences and Permits 6,000 7,500 7,850 350
Fines and Forfeitures 25,000 25,000 12,602 {12,398)
Sale of Property and
Compensation for Loss 0 0 93] 031
Miscellaneous 20,000 34,998 16,349 {18,649)
Interfund Revenues 26,000 26,000 26,000 0
State and Federal Aid 77,000 77,000 83,123 6,123
TOTAL REVENUES 4,632,250 4,648,748 4,669,954 § 21,206
OTHER SOURCES
Appropriated Fund Balance 354,838 354,838 ¢
Interfund Transfers 100,000 100,000 100,000
TOTAL OTHER SOURCES 454,838 454,838 100,000
TOTAL REVENUES AND
OTHER SOURCES $ 508708 % 5103586 § 4769954
EXPENDITURES
General Government Support 5 0754499 § 055,499 788,091 § 167,408
Public Safety 1,543,421 1,518,285 1,212,823 305,462
Health 1,600 1,000 50 950
Transportation 692,525 692,525 549,764 142,761
Culture and Recreation 89,050 105,548 104,939 609
Home and Community Services 22,000 42,000 31,257 10,743
Employee Benefits 1,426,050 1,426,050 1,402,043 24,007
Debt Service 337,543 362,679 362,679 0
TOTAL EXPENDITURES $ S0R7.088 % 5103586 % 4451646 % 651,940

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

FOR THE YEAR ENDED MAY 31. 2019

Variance
Orignal Adjusted Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Departmental Income $ 623,000 § 623,000 $ 576,632 (46,368)
Intergovernmental Charges 250,000 250,000 304,880 54,880
Use of Money and Property 0 0 898 BO%
Sale of Property and
Compensation for Loss 1,000 1,000 1,700 700
Miscellanecus 0 0 225 225
TOTAL REVENUES § 874000 § 874000 § 884,335 10,335
EXPENDITURES
General Government Support $§ 106760 § 106,700 3 43,540 63,160
Hoime and Comimunity Services 385,500 385,500 338,383 47,117
Employee Benefits §9,846 89,846 87,317 2,529
Debt Service 241,954 241,954 241,278 676
TOTAL EXPENDITURES 824,000 824,000 710,518 113,482
OTHER USES
Operating Transfers Out 50,000 50,000 50,000
TOTAL EXPENDITURES
AND OTHER USES $ 874000 § 874000 § 760,518

See paragraph on supplemental schedules in auditor's report.
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FOR THE YEAR ENDED MAY 31: 2019

Variance
Orignal Adjusted Favorable
Budget Budget Actual {Unfavoiahle)
REVENUES
Departmental Income $ 1,10788 § 1,107,880 $ 1,141,161 % 33,281
Intergovernmental Charges 1,400 1,4G0 1,258 {142)
Use of Money and Property 200 200 899 699
Miscellaneous 0 0 51 51
State and Federal Aid 0 0 0 0
TOTAL REVENUES $  1,109.4830 $ 1,109,480 $ 1143369 § 33,889
EXPENDITURES
General Government Support $ 35000 % 35,600 0 ¢ 35,000
Home and Community Services 554485 554,485 430,363 124,122
Employee Benefits 150,957 150,957 145,141 5,810
Debt Service 169,033 169,038 169,038 0
TOTAL EXPENDITURES 909,480 909,480 744,542 5§ 164,938
OTHER USES
Operating Transfers Out 200,000 200,000 200,000
TOTAL EXPENDITURES
AND OTHER USES $  1,109480 $ 1,109,480 $ 944,542

See paragraph on supplemental schedules in auditor's report,
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Schedule 11

VILEAGE OF HIGHEAND FALLS.
HIGHEAND FALLS, NEW YORK
EORTHE YEAR ENDED MAY 31, 2019
05/31/19 05/31/18

Total OPER, Liability
Service cost 3 409,633 $ 0
Interest 406,170 0
Changes of benefit terms 0 0
Differences between expected and actual experience 137,511 0
Changes in assumptions or other inputs 0 13,484,535
Benefit payments (334,943) 0
Net change in total QPEB liability 618,369 13,484,535
Total OPEB liability-beginning 13,484,535 0
Total OPER liability-ending [4,102,904 13,484,535
Covered-employee payroll 2,142,018 2,142,018
Total OPEB liability as a percentage of covered-employee payroll 658.39% 629.52%

Notes to Schedule;
No assets are accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement 75 to pay related benefits.

* GASB 75 requires that the past 10 years of information be presented. Due to the fact that this statement was
implemented for the year ended May 31, 2019, prior year information is not available for 10 years. The data will be
accumulated over time and presented according to GASB 75.

See paragraph on supplemental schedules in auditor's report,
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Village's proportion of the net pension asset(lability)
Villagy's proportionate share of the net persian asset/{Hability)
Village's eovered-empioyee payrall

Village's propertionate share of the net pensior: ssset/(Hobility)
asap ge of its covercd-cmplayee payredl

Plan fiducizry net posilion as & percentage of
the taial pension liabilily

Village's proporiion of the nelL pension asset/{liability)
Village's proportianate share of the net pension assatihability)
Village's covercd-smployee payrol

Village's proportionate share of the ret pension asscy(Habifity)
s a percentage of its covered-cmployee payroll

Plan fiduciary net position as a percgrtage of
the tutal pensien Habiity

SCHERU

VILLAGE OF HIGHLAND FALL
THLAND FALLS, NEW YOI

FOR THE YEAR ENDED MAY 3, 2019

NYSERS Pension Plan
East 10 Fiseal Years™

Schedwle 12

RECHTD] G g 32017 13172016 IR0 3312014
G0017292% 0.0438815% 0.0044014% 0.00490422% 0.0055094% 0.0055094%
{264,221} {12517} (413.569) (187,141) {186,120 {248.561)
1LAV7.666 1,034,811 1.0G8.R34 4§,388 981874 1,827,410
~34,52% -121i% -40,99% -83.61% -18.91% -24.23%4
56 27% 98.24% 94.70% 90.70% $1.55% 97.95%
NYSPERS Pension Plan
Last §€ Fiscal Years*
321009 312018 3312017 3332016 37312015 331014
4.026214% ©.02577%% 0.027102% 6.027551% 0.024631% 002463 1%
(439,626} {260.558) 1561.728) (415.7R1) 167.800) (102542}
742,708 822,814 741,641 1,125,703 1326444 1,089,704
-59.16% -31.67% -15.74% ST247% -5 11% 9.41%
95.09% 96.91% 93.50% 96.20% 59.00% 99.00%

¥ GASB 68 requires that the past 10 years of infermation be presenied, Bus fo the ficy that this
slatemient was implemented for the year ended May 31, 2016, prior yeat information it not available
for 10 years, The data will be accunitated over tine and presented accarding 1o GASB 6%,

See paragraph on supplementary schedules included in siditor’s report,
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Conmracruaily réquired contribuiin

Conmbutions in relatios 1o the contractuatly
requated contribition

Comnhiohion deficieney (excess)
{Covgred Employee Paynsl

Contributions es a percentage of its
epvered-empleyee paymoll

Conmaciully required contribution

Coributions in relanon 1o the conracually
zeguired contribution

C'ontribution deficlengy (excess}
Curvered Ermplnyee Pagrall

Contributions as a percentage alils
cavered-enyioyes payzoll

AGE-OF N1 FALLS
HIGHLAND FALLS,

SCHERRLE DF LOCAL GuyERNMENT CONTREBTINONS

FORTHE YEAR ENDED MAY 31, 5019

Schedule (3

NYSERS Pension Plan
Last 10 Fiseul Years*
300 308 M3iEmy 343172016 KIEY 17505 2014
s 149,738 s 146,503 3 156,740 & 181,652 g 197,248 5 s
149,736 146,9a3 136,740 191,683 197,248 222,937
5 - 3 - 5 - 5 - § - 3 -
LOT%.668 1,034.811 1,608,334 941,288 933,974 1027410
13.89% 14.26% 15.54% 19.300% 20.05%% 20
NYSPFRS Pesion Plan
Last 10 Fiscal Yedrs*
ninoe A3EA0ER 3127 313814 3312005 343112014
3 180,526 3 186,465 s 198427 b3 07089 13 193477 193409
180,536 186,463 198,827 207,089 193,477 193,409
s - 3 - 3 $ - $ - b3 -
12,708 hxr A L] ML 1,425,763 1336444 3089706
24301% 2Z.06% 26,%1%% 13.40%% T4.59% 17.15%

+ (FASH 68 requires that the past 10 years of inforrnation be presented, Due 1o the vt diat 1his
statement was implemented for the yoar eaded May 11, 2016, prinr year information 18 nol availsble
for Ifi years. The data will be accumulated ever time and presented aceording 1o GASB 68,

~18-

See parsgraph onsupplementary schedules included i auditor's repan




Schedule 14

05/31/19 05/31/18 035/31/17

Total OPEB Liability

Service cosl 3 32914 8 32,210 N/A
Interest 54,692 46,525 N/A
Changes of benefil terms 0 182,274 N/A
Differences between expected and actual experience 17,316 43,981 N/A
Changes in assumptions or other inputs 143,610 (50,579} N/A
Benefit payments {36,960) (36.045) N/A
Net change in total OPEB liabitity 211,592 218,366 N/A
Total OPEB liability-beginning 1,550,667 1,332,301 NIA
Total OPEB hability-ending $ 1,762,259 § 1,550,667 $ 1,332,301

Motes.te Schedule:

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

5/31/19 (5/31/18 Measurcment Date) 3Li2%
5/31/18 (5/31/17 Measurement Date) 3.57%
33117 (5731716 Measurement Date) 3:54%

* GASB 73 requires that the past 10 years of information be presented. Due 1o the fact that this stalement was
implemented for the year ended May 31, 2048, prior year information is 1ot available for 10 years, The data will b2
accumulated over time and presented according 16 GASB 73.

See paragraph on supplementary schedules included inlaudilm‘s report.
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Schedule 16

Capital Assets, Net $ 11.861,564
Deduct:

Bond Anticipation Notes $ 300,000

Short-Terim Portion of Bonds Payable 270,000

Short-Term Portion of Capital Lease Payable 25,154

Long-Term Portion of Bonds Payable 4,290,000

Less: Unspent Bond Proceeds (357,465)

4,527,680

$ 7,333,875

See paragraph on supplemental schedules in auditor's report.
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VILLAGE € HEAND FALLS
GHLAND FALL ) R
CXPENDITURES OF FEDERAL A

FOR THE YEAR ENDED MAY 31,2019

PROGRAM OR CLUSTER TITLE

U.S, DEPARTMENT OF HOUSING AN URBAN DEVELOPMENT
Sectionr 8 Housing Chotce Vouchers
TOTALS U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

TOTAL EXPENDITURES QF FEDERAL AWARDS

The accompanying notes are an integral part of the schedule,

483~




' PASS-THROUGH
FEDERAL ENTITY

CFDA IDENTIFYING FEDERAL
NUMBER NUMBER EXPENDITURES
14.871 N/A 768.420
768,420

The accompanying notes are an integral part of the schedule.
-83-




:F HIGHLAND FALL
HIGHLAND FALLS, NEW YORK
C SCHEDULE OF EXPENDITURES OF FED
FORTHE YEAR ENDED MAY 31,2019

NOTE 1.BASIS OF PRESENTATION.

The accompanying schedule of expenditures of federal awards presents the aclivity of federal award
programs administered by the Village, which is deseribed in Note 1 to the Village's accompanying
financial statements. using the modified accrua! 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 Requiremenis for Federal Awards (Uniform Guidance).
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in
the preparation of, the {inancial statements. Because the schedule of expenditures of lederal 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 Jow 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

tederal award programs with indirect costs,

Matching costs (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 fedéral funds has only a nominal value. and is covered by the Village’s casualty

insurance policies.

There were no loans or Joan guarantees outstanding at year-end,
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