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Independemit Auditor's Report

To the Board of Education
Salmon River Central School District

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of Salmon River Central School
District as of and for the year ended June 30, 2017, and the related notes to the fimancial
statements, which collectivelly comprise the District’s basic financial statements as listed in the
table of contents.

Managererd' s Responsibifry for fdfhe Fiinancid Statenzeant s

Salmon River Central School District’s management is responsiihlie for the preparatiom and fair
presentatiom of these financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design, implementation, and
maintenange of internal control relevant to the preparation and fair presentatiom of financial
statements that are free from material misstatement;, whether due to fraud or error.

Audivor's Besponsibility

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 contained in Government Auditing
Standards 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 fimancial
statements are free fromn material miksstatement.

An audit involves performing procedures to obtain audit evidemce about the amoumts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstaenmentt of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considens internal control
relevant to the entity’s preparation and fair presentatiom of the financial statements in order to
design audit procedures that are appropriate in the circumsiames, but not for the purpose of
expressing an opinion on the effectivenesss 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 presentatiom of the financial statements.



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

Opinicrs

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the govermmentsll activities, each major fund, and the
aggregate remaining fund information of Salmon River Central School District as of June 30,

2017 and the respective changes in financial position thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Maiters
Requived! Suppfementary Information

Accounting principles generallly accepted im the United States of America require that the
management’s discussion and analysis on pages 4 through 15 and the budgetary comparison and
the funding progress of the other post employment benefits plan, and ERS and TRS pension plan
information on pages 56 through 62 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in-an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required suppmentary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquirles of management about the methods of preparing the
information and eemparing the information for consistency with management’'s responses to ouf
inguiries, the basie finaneiall statements, and other knowledge we obtained during our audit of the
basie finaneiall statements. We de net express an opinieR or previde any assurance on the
infermatien because the limited precedures de net provide us with sufficient evidence to express
an epinien er previde any assuranee.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Salmon River Central School District’s basic financial statements. The
accompanying informatiom as contained in the Reference Manual for Audits of General Purpose
Financial Statements of New York State School Districts and the combining and individual
nonmajor fund financial statements, are presented for purposes of additional analysis and are not
a required part of the basic financial statements. The schedule off expenditures of federal awards
is presented for purposes of additional analysis as required by the audit requirements of Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Adminibinaiine: Requivemenis, Cost
Principhéss, and Audly Reguiverments fon Fedinall Awands (Unifoimm Guidanee), and is also not a
required part of the basic financiall statements.

The accompamyiing information as contained in the Reference Manual for Audits of General
Purpose Financial Statements of New York State School Districts, the combining and individual
nonmajor fund financial statements and the schedule of expenditures of federal awards are the
responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. The informatiiom has
been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financiall statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the



information is fairly stated in all material respects in relation to the basic financial statements as a
whole.

Other Reporting Required by Government Awditing Standards

In accordance with Government Auditiimg Starndards, we have also issued our report dated
September 26, 2017 on our consideration of Salmon River Central School District’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
descrile the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Audiiing: Sremdierdh in considering Salmon River Central School District’s
internal control over financial reporting and compliance.

SeyTajh & Seyfarth GrAl, p.C.
Malcne, NY

September 26, 2017
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Salmon River Cemtrall School District
Management's Discussion and Analysis
For the Fiscal Year Ended June 30, 2017

The following is a discussion and analysis of the School District's financial performance for the
fiscal year ended June 30, 2017. This section is a summary of the School District's financial
activities based on currently known facts, decisions, or conditions. It is :also based .on both the
government-wide and fund-based financial statements. The results of the current year are
discussed in comparison with prior year, with an emphasis placed on the current year. This
section is only an introduction and should be read in conjunction with the School District's
financial statements, which immediately follow this section.

School District Overview and Highlights

The Salmon River Central School District is located in northern New York State on the
Canadian Border. Centralized in 1953, the District provides a public education to approximately
1,600 students from the towns of Bangor, Bombay, Fort Covington and Westvillle in Franklin
County, the town of Brasher in St. Lawrence County and the Saint Regis Mchawk Indian
Reservation. It encompasses an area of approximately 128 square miles with an estimated
population of 6,800. The District is a mixture of residential and agricultural areas, with many of
its residents commuting to Malone, Massena and Potsdam for employment.

The District operates two (2) facilities: the Campus School (pre k-12" grade) located in the town
of Fort Covington and the St. Regis Mohawk School (pre k - 5" grades) located in the town of
Bombay. Approximately 59% of the School District population is comprised of students from
families living on the St. Regis Mohawk Reservation and 66% of the student body is of Native
American heritage. Salmon River is also unique in that education is provided to both Canadian
and New York children from the Reservation via contracts with the State of New York to provide
transportation and education for these students.

The St. Regis Mohawk School (SRMS) is owned by the State of New York, but operated by the
District. As per the reservation school contract with the State, all expenses generated by the St.
Regis Mohawk School are funded through State formula aid with the balance due billed to and
paid for with special State purpose monies. This contract expires on June 30, 2020. The District
currently obtains a revenue anticipation note (RAN) to cover the expenditures for the SRMS
until the New York State sends reimbursememnt. The amount currently due is $4,423,784.

Native Americans have a choice of School Districts they can attend when the reservation
borders more than one district. New York State pays tuition under an approved formula for
these students to attend Salmon River Central Schools since they are not residents of the
School District. The tuition contract expires on June 30, 2020. The amount currently due is
$4,983,375.

New York State also pays 100% of the transportation costs for Native American students that
choose to attend the Campus School. These costs are reimbursed based on the ratio of bus
runs used for the Reservation area compared to the total number of bus runs. The ratio is
approximately 65.85% for the 2016-2017 year. The transportation contract is an annual contract
that renews automaticallly. The amount currently due the District is $2,051,639.



The funds generated from these contracts, in conjunction with State Aid, the State’s School Tax
Relief (STAR) program and our local school tax contributions provide the basis for the School
District's financial structure. Access to State and Federal grants, along with Native American
Aitt}, has assisted the District in maintaining a very reasonable five (5) year average tax rate per
thousand dollars of $11.64 on full property value.

The State has calculated our combined wealth measure to be 0.177. To put this number into
perspective, 1.0 equals the average wealth for a District. This number continues to place us as
the absuitée powmesst sciund/ distticet in the State as measured by our income and property
wealth. Based on the 2017-18 State Aid Factors data, the State average property value and
income behind each pupil was $567,500 and $201,000, respectfully. Our correspondiing figures
were $95,754 and $37,463. As these figures clearly express, we are a District burdened with
substantial poverty and a lack of wealth.

The School District employs approximately 350 full and part time professional and support staff.
These employees are organized into three (3) collective bargaining units (teaching staff, support
staff and administration). The teaching staffs’ contract agreement was renewed this year and
will expired on June 30, 2021. The administrators’ contract negotiations are set to begin during
the summer of 2017 as the contract expired on June 30, 2017. The support staff contract is
currently being negotiated as the contract expired until June 30, 2017.

Student enroliment held relatively steady this school year at 1,530. The reason for this steady
enroliment is due in part to the construction of a new casino, hotels and other businesses on the
St. Regis Mohawk Reservation. Also, a revitalization of agriculture in the area is increasing our
population in the local townships of the district. Enrollment projections based on data from an
FEH BOCES study confirm continued steady enrollment for several years to come.

The voters approved a $36.5M capital project in October 2013. The project began in April 2016.
The project will finish the renovations that were started in the 2009 capital project. The work will
include replacement of 147,000 square foot of roofs, renovation to the open classrooms in the
elementary and an addition at the bus garage. The project will also allow the District to connect
to the Town of Fort Cavington’s water system and no longer produce and treat our own water.
Funding for the project will include approximately $18,720,000 in bonds and $16,370,000 in
Native American Building Aid. The project is expected to be completed by October 1, 2017.

Overview of Financial Stztements

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

» The first two statements are district-wide financial statements that provide both short-term and
long-term information about the School District's overall financial status.

» The remaining statements are fund financial statements that focus on individual parts of the
School District, reporting the School District's operations in more detail than the district-wide
statements. The fund financial statements concentrate on the School District's most significant
funds with all other non-major funds listed in total in one column.

+ The governmental funds statements tell how basic services, such as regular and special
education, were financed in the short term as well as what remains for future spending.



+ Fiduciary funds statements provide information about the financial relationships in which the
School District 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 School District's budget for the year.

The following summarizes the major features of the School District's financial statements,
including the portion of the School District'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.

Major Features of the District-Wide and Fund Financial Statemments

are not fiduciany, such as
instruction, special education
and building mmaittemance

| District-Wide Fund Financial Statements
E— Governmenial Funds Fiduciary Funds
Scope Entire Districi {(except The activitiies of the Instances in which
fiduciary funds) Scheoal District that the School Districi

administers resources

on behallf of someone ¢else,
such as-schaolarsthip
programs and student
actiivities' monies

Required Financial
Staterments

1. Staterment of Net Pasiilion
2. Statermant of Activities

3. Balance Sheet
4. Statemment of Rexvenues,
Expenditures, and

5. Staterment of Fidlucizmy
Net Pasition
6. Statemmert of Changes

resouncesliakilitiesid
eferred inflows of
resources
information

both finangial and capital, short-
term and longrenm

to be used! up and liabilifies and
deferred inflows of resources
that come due or available
during the year or soon
therefitar; no capital assets or
long-term limbilities included

Changes im Fund Balence in Fiduciary Net Positiiom
Accounting Basis Accrual acoounting @and Modified acorual Accrual acoountiing
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although they can
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All revenues and expenses
during the year, negardiizss
of when cash s received
or paid

Revenues for which cash
is received during or
soon after the end of the
year;, expenditures when
goods. or services have
beem received and

the related liability is due
and payable

Additions and deductions
during the year, negardless
of when casi is recsived
or paid




District-Widie Statements:

The district-wide statements report information about the School District as a whole using
accounting methods similar to those used by private-sector companies. The statememnt of net
position includes all of the School District's assets, deferred outflows of resources, liabilities and
deferred inflows of resources. 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 district-wide statements report the School District's net position and how it has
changed. Net position — the difference between the School District's assets, deferred outflows
of resources, liabilities and deferred inflows of resources — is one way to measure the School
District's financial health or position.

+ Over time, increases or decreases in the School District's net position are an indicator of
whether its financial position is improving or deteriorating, respectively.

+ To assess the School District's overall health, you need to consider additional mon-financial
factors such as changes in the School District's property tax base and the condition of school
buildings and other facilities.

in the district-wide financial statements, the School District's activities are shown as
Governmental activities. Most of the School District's basic services are included here, such as
regular and special education, transportation, and administration. Property taxes and State
formula aid finance most of these activities.

Fund Financial Statements:

The fund financial statements provide more detailed information about the School District's
funds, focusing on its most significant or “major® funds — not the School District as a whole.
Eunds are accounting devices the School District uses to keep track of specific sources of
funding and spending on particular programs:

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

+ The School District establishes other funds to control and manage money for particular
purposes (such as repaying its long-term debts) or to show that it is properly using certain
revenues (such as Federal grants).

The District has two kinds of funds:

s+ Governmental Funds: Most of the School District's basic services are included in
governmental funds, which generally focus on (1) how cash and other financial assets can
readily be converted to cash flow in and out and (2) the balances left at year end that are
available for spending. Consequentilly, the governmemtal 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 School District programs. Because this
information does not encompass the additional long-term focus of the district-wide statements,
additional information at the bottom of the governmental funds statements explains the
relationship and/or differences between them.

» Fiduciary Funds: The School District is the trustee, or fiduciary, for assets that belong to
others, such as the scholarship fund and the student activities funds. The School District is
responsible for ensuring that the assets reported in these funds are used only for their intended
purposes and by those to whom the assets belong. The School District excludes these activities
from the district-wide financial statements because it cannot use these assets to finance its
operations.



Einancial Analysis of Schoel District as a Whole

Net assets may serve over time as a useful indicator of a government’s financial position. In the
case of the District, liabilities exceeded assets by $12 million at the close of the most recent
fiscal year.

The net assets reflect mainly reserved and unreserved fund balance. The School District's net
assets also reflect its investment in capital assets less any related debt used to acquire those
assets that is still outstanding. Although the Schoal District’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to
liguidate these liabilities. The debt is paid through the use of state building aid, Native American
aid and EXCEL aid. The remaining balance of unrestricted net assets may be used to meet the
School District's ongoing activities. The current assets are shifting from cash to capital assets.
This reflects the payments made for the capital project in progress.

The following schedule summarizes the School District's net assets. The complete Statement
of Net Assets can be found in the School District's basic financial statements.

Condensed Statement of Net Posiition:

ASSETS: 2015-2016 2016-2017
Current and other assets $23,649,297 341,438,039
Capital assets, net 68,404,845 85,501.828

Total Assets: 92,054,142 126,937,867
DEFERRED OUTFLOWS OF RESOURCES 3,913,436 8,951,467

Total Assets and Deferred Outflows of Resources 95,967,578 135,889,334

LIABILITIES:

Current liabilities 22,895,557 47,692,470

Long-term debt outstanding 86,616,325 94,799,610
Total Liabilities: 109,511,882 142,492,080

DEFERRED INFLOWS OF RESOURCES 2,979,599 815,781

Total Liabilities and Deferred Inflows of Resources 112,491,481 143,307,861

NET POSITION:

Invested in capital assets, net of related debt 43,434,000 36,819,039

Restricted 814,873 807,254

Unrestricted (60.772.776) _(45.044.820)
Total Net Position $(16.523.903) $ (7.418.527)

In general, current assets are those assets that are available to satisfy current obligations and
current liabilities are those liabilities that will be paid within one year. Current assets consist
primarily of cash equivalents of $27.8 million, and state and federal aid receivable of $12.5
million. The major differences in the assets are the cash increase of $23.5 million.
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The change in net liabilities is due largely to the implementation of new GASB 45 rules requiring
Districts to show long-term employment benefits as a liability. This is the ninth year we were
required to record GASB 45. This represents mainly the long term health insurance benefit for
our retired and active employees. The impact to the statements this year was over $10 million
for GASB 45 and caused the unrestricted net assets to become negative as there are not
enough assets available to cover the $77 million in other post employment benefits liabilities.
This is not uncommen given that the liability is not required to be fully funded.
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Liabilities consist primarily of long-term debt of $15 million, short-term payables of $13.9 million,
short-term bonds payable of $31 million, and post-employment benefits of $77 million.

The Statement of Activities shows the cost of program services net of charges for services and
grants offsetting those services. General revenues, including tax revenue, investment earnings,
and unrestricted state and federal aid, must support the net cost of the School District's

programs.

The following schedule summarizes the School District's activities. The complete Statement of
Activities can be found in the School District's basic financial statements.

Revenues

Property and other tax items

Use of money and property

Sale of property and compensation
for loss

Miscellaneous

State sources

Federal sources

Total Revenues

Expenses

General support

Instruction

Pupil transportation

Debt service

Community service

Capital outlay — Mohawk School
School lunch program - cost of food
sales

Total Expenses

Change im Net Assets

2015-2016 2016-2017
$2,004,985 $2,048,092
3,555 11,965
(5,183) (15,689)
320,381 455,132
26,350,311 45,261,033
3,087,971 2,038,577
$31,762,020 $50,700,010
$ 77,795,802 $7,859,008
25,529,403 27,669,879
3,378,639 4,591,157
868,465 1,090,076
47,981 30,978
0 0
379,137 352,546
$37,099,427 $41,594,634
$(6,237,407) $ 9,105,376

The School District is heavily dependent on State, Federal and Native American aid for its

funding. Together they account for 95% of our total revenue dollar.

it should be noted that the district's tax levy contributes only 4% of our total revenues or
$2,048,992 with the STAR program. Our District has always made a strong effort to keep taxes
at a reasonable level. In the 2017-18 year the tax levy will increase 2%. The District remained
within the 2% tax cap and residents will be eligible for the tax freeze incentives issued by NYS.

16



Seurces of Revenues for 2016-2017

Federal Sources Other Property Taxes
6% 1% [ 4%

State Sources
O Property Taxes M State Sources [1F#3&ral Sources [ Other

Our District's expenses are predominantly related to instruction, which represents 66% of our
total costs. Also, like most districts, our rising employee benefits fees, increasing energy costs
and under-funded school lunch program continue to be financial challenges to our budget. The
District currently pays $24,096 for a family health insurance plan and this is expected to
continue to rise 8-10% per year. Within 5 years, the plan will cost over $30,000 per family plan
if there is no change in riders or employee contributions. Currently all employees are
contributing to their health insurance plans. This will help reduce the overall cost of employee
health insurance but more is needed to help with the burden health insurance is placing on an
already tight budget.

Comparison of Expenditures 2015-2016 and 2016-2017

2015-2016 2016-2017

Elinstruction B} General Support ElTransportation £l Debt Service B Other

11



To manage our future energy costs, the District included a geo thermal heating/cooling system
in our building project. This system has allowed the District to add 100,000 square feet to the
building without increasing the gallons of fuel used.

Our transportation department has switched to a 5 year bus replacement plan to ensure that the
District has a safe fleet of buses and utilizes the 90% transportation aid that is received. Each
year between 4 buses will be replaced. Bonds are issued for the replacement of the buses and
aid flows on a similar schedule to the debt payments.

The District has a locked-in bid price for fuel oil and purchases electricity through cooperative
purchasing, but prices for these commadiities fluctuate every year. The price of fuel is expected
to remain steady next year.

The financial statements also include the activity of the Special Aid funds, which are comprised
of a number of State and Federal grant programs and the school lunch fund, also known as the
cafeteria fund.

General Fund Budget QOverview

it should be explained that the District's general fund is comprised of two (2) individual budgets.
The first is approved by the voters in May and totals $30,851,524. It covers the operation of the
main campus school in preik—12" grade.

The second budget is for the operation of the St. Regis Mohawk Elementary School. This is a
preik-5" grade building educating only Native American children living on the St. Regis Mohawk
Reservation. This budget is negotiated annually with the State of New York and totaled
$10,857,401. The revenues to support this building/program are totally funded with state aid.
Unfortunately, the formula aid that is attributable to the attendance of students at the St. Regis
Mohawk School is very difficuit to compute in a timely manner, causing local cash flow problems
and making it difficult to accurately report fund balance. Each year we take out a RAN to cover
our spending in anticipation of the Native American aid for the Mohawk Schoal.

This administration is challenged in its ability to accurately predict state aid. This is directly
associated with estimating state tuition payments on eligible Native American students educated
at the campus school. The District and State representatives are scheduled to review the tuition
formula and pertinent data in an attempt to better identify a just and realistic amoumt for this
service. As our percentage of Native American students increase, so will our difficulty to predict
revenues from this source. We must also remain vigilant in our effort to make sure educational
funding for Salmon River is both adequate and equitable for our unique District.

As the District completed the year, its governmental funds reported a General fund balance of
$9,455,426. This amount is above the 4% limit specified by Real Property Tax Law. However,
as our salary and operating expenses increase along with the unpredictahility of State Aid, the
District feels it is necessary to continue to maintain strong reserves. The District has a long
range plan to use limited amounts from our reserves in the coming years to offset the loss of the
Foundation Aid increases promised by the State.

12



Analysis of the School District’s Other Funds
Capiitail Projects Fund

The voters approved $38.5 million in capital work in October 2013. This work began in the
spring of 2016. The work will finish the renovations not done in the 2009 project. This will
include the bus garage, water treatment upgrades, renovations to the elementary, middle school
and high school. There will also be additional geo-thermal wells installed and work done on the
baseball and lacrosse field. The work is expected to be completed by October 1, 2017.

School Lunch (Cafeteria) Fund

The school lunch program continues to be supported by funds from the general fund. Revenues
generated from the National School Lunch Program and the District's lunch program is stable
with healthy student participation, but does not meet expenses. It should be noted that labor,
employees’ retirement and health insurance costs continue to increase each year. The lack of
financial resources in the commumity and our District's commitment to preparing quality food has
limited this program’s ability to be self-sustaining, but we are making several changes to bring
the program close to self-sufficiency.

The cafeteria decreased its deficit from $164,629 in the previous year to $157,487 this school
year.

The District has remained in the Universal Free Breakfast Program to help promote more
children to eat breakfast in the morning when it is offered free of charge.

Special Aid Funds

The special aid fund provides the district with a variety of instructional programs supported by
State and Federal grants. Title 1 and Title Vil provides significant revenue for the district. These
grants allow us to create programs that complememnt the district's educational objectives while
allowing it to be sensitive to our culturally diverse student population.

The revenues for our Native American transportation contract are included in this fund as well.
This contract with the State provides revenue to the District to cover the cost of transporting
Native American students to and from the reservation. The amount of funds provided is meant
to cover all expenses related to this service.

The special aid funds will continue to decline. When this happens, the general fund must pick up
the differences because these programs cannot be cut. With the No Child Left Behind initiative,
remediation programs are more important than ever. Federal and State Aid budgets are
personnel driven like all of our budgets. With the record increases in fringe benefits, decreases
will compound the general fund impact. Any decrease in grants equates to a much larger loss
when contractual increases are figured in. Please note that the grant fiscal year generally runs
from September to August, while the school’s fiscal year runs from July to June.
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Capital Assets

By the end of June 2017, the District had invested approximately $85,501,828 in a broad range
of capital assets including school buildings, the bus garage, school buses, computers, audio-
visual and classroom equipment. The District purchased 4 buses in the 2016-2017 school year.
For this coming year, we will be purchasing another 4 new buses based on voter approval in
May 2017. We have a 5 year bus replacement plan to bring the District fleet more up-to-date.

Long-Term Debt

The District's outstanding debt as of June 30, 2017 was $48.7 million. This represents a series
of borrowings for the $50 million capital project that started in 2009 and the $36.5 million project
that started in 2015. In 2009 and 2011, the District was able to secure Quality Zone Academy
Bonds {(QZABs) that offered the District refundable interest over the life of the bond. In
essence, the District will pay approximatelly 1.25% interest on these bonds. In 2011, the District
also secured a Quality School Construction Bond (QSCB) that offered the District with another
low interest bond with a rate of .8%. These low interest bonds have helped minimize any local
tax share for the capital project.

Eactors Bearing on the District’s Future

At the time these financial statements were prepared and audited, the District was aware of the
following circumstances that could significantly affect its financial health in the future:

» As mentioned above, this District is very heavily dependent on State Aid. During state
budget preparations for next year, most formula aids were frozen, including Foundation
Ai. With the State continually decreasing aid and the property tax cap in place the
District will have an extremely difficult time to maintain staffing and programmiing at the
levels needed to educate our children properly. The District is currently supporting our
programs by committing approximately 3% of our fund balance to support our current
level of staffing. In previous years, we have reduced our staff by not replacing retired
staff and cutting teaching positions. Providing quality education with a shrinking staff
and growing student population is posing challenges to our ability to provide a sound
basic education to our students living in poverty. Their graduation rates are drastically
lower than the State Average.

* The voters approved a $36.5 million capital project in October 2013. This project has
been on-going during the 2016-17 school year and construction is expected to run
through October 2017. The project has been financed with Native American Building aid
along with bond anticipation notes until long-term financing is needed in 2017-18.
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Contacting the School District's Financial Management

This financial report is designed to provide the School District's citizens, taxpayers, customers,
investors, and creditors with a general overview of the School District's finances and to
demonstrate the School District's accountability for the money it receives. If you have questions
about this report or need additional financial information, contact:

Natascha L. Jock, School Business Executive
Salmon River Central School

Fort Covington, New York 12937

(518) 358-6608

njock@srk12.org
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Salmon River Central School District

Statement of Net Position
June 30,2617

ASSETS
Cash
Unrestricted
Restricted
Receivables
Taxes
Other
Duge from fiduciary funds
State and Eederal aid
Inventories
Overpayments-and collections in advance
Prepaid expenditures
Capital assets, net
Nt pension asset-proportionatie share
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred gain on advance refunding of debt
Pensions

Total Deferred Outflows of Resources

LIABILITIES
Payables
Accounts payable
Accrued expenses
Duee to other governments
Accrued interest
Unearned revenues
Notes payable
Bond anticipatiiom
Revenue anticipatiom
Long-term liabilities
Dure and payable within one year
Bonds payable
Compensatizd] absences payabie
Duee to Teachenrs' Retirement System
Duse to Employees’ Retirement System
Dure and payable after one year
Bonds payable
Compensatted] absences payabie
Other post employment benefits
Nett pension liability-proportionate share
Total Liabifities

DEFERRED INFLOWS OF RESOURCES
Deferred premium on: debt issuance
Pensions

Total Deferred Inflows of Resources

NET ROSITION
Nett investment in capital assets
Restricted
Unrestricted (deficiit)
Total Net Position

See notes to financial siztements.

$ 26,974,416
807,254

b, 5,747
112,454,477

48,145

85,501,828

126.937.867

43,160
8,908,307

8,951,467

2,515,837
40,290
3,820
392,652

30,965,000
9,000,000

2,986,495
158,714
1.479,807
149,855

14,758,196
758,113
77,034,717
2,268,584

142,492,080

16,258
799,523

815,781

36,819,039
807,254
(45,044,820)

$ (7,418,527)



Salmon River Central School District
Statement of Activities and Changes in Net Position
For the Year Ended June 30, 2017

Nett
Program Revenues Revenue and
Charges for Operating Changes in
Expenses Services Grants Nt Position
FUNCTIONS/PROGRAMS
General support $ 7,977,262 $ 1n7,264 3 § 7,859,998
Instruction 37,510,264 9,840,385 27,669,879
Pupil transportation 4,685,583 94,426 4,591,157
Community service 30,978 30,978
Debt service - interest 1,090,076 1,090,07%
Capital .outlay - Mohawk School
Other expenditures
School lunch program 544,122 120,513 71,063 352,546
Total Functions and Programs 51,838,285 10,172,588 71,063 41,594,634
GENERAL REVENUES
Real property taxes 1,601,19%
Other tax items 447,796
Use of money and property 11,965
Sale of property and compensation for loss (15,689)
Miscellaneous 455,132
State sources 45,261,033
Federal sources 2,894,814
Medicaid reimbursement 43,763
Total :General Revenues 50,700,010
Change in Net Position 9,105,376
Nett Position-Beginning of year (16,523,903)
Total Net Position-End of year $ (7,418,527)

See notes to financial dtstements, 17



Salmon River Central School District
Balance Sheet - Governmental Eunds

ASSETS
Cash
Unrestricted
Restricted
Receivables
Taxes
Other
Due from other flumdis
State and Federal aid
Inventories
Overpayments and collections in adiaree

Deferred expenditures
Total Assets

LIABILITIES
Payables
Accounts payable
Accrued liabilities
Accrued interest
Duee to other funds
Due to other govermmentts
Due to Teachers' Retirement System
Due to Employees' Retirement System
Overpayments.and collections in adivaree
Notes: papyalidie
Bond anticipation
Revenue anticipation
Total Liabilities

FUND BALANCES
Nonspendable
Restricted
Workers' compensation nesseme
Reserve for employee benefits-and accrued lialhifitizs
Assigned
Assigned appropriated fund tosbaree
Assigned unappropriated fund txebemee
General support
Instruction
Unassigned fund todberee
Total Fund Balances
Total Liabilities and Fund Balances

June 30, 2017

Total
Special Reconstruction Governmental

General Aidl Capital Project Non-IMajor Eunds
$ 7,299,498 $ 5,593 $ 19669,305 $ 20 § 26,974,416
807,254 - - - 807,254
1L,151,747 - - - 1,151,747
2,377,972 - - - 2377972
10,119,730 2,334,747 - - 12,454 477
. - - 48,145 48,145
$ 21,756,201 $ 2,340,340 $ 19669,305 $ 48165 § 43,814,011
$ 1,265,037 $ 812 $ 1,249,988 $ $ 2,515,837
38,524 - - 1,766 40,290
364,478 - - - 364,478
- 2,334,121 1,010 42 841 2377972
3,074 - - 746 3,820
1,479,807 - - - 1,479,807
149,855 - - - 149,855
- - 30,965,000 - 30,965,000
9,000,000 - - - 9,000,000
12,300,775 2,334,933 32,215,998 45,353 46,897,059
. - - 48,145 48,145
45,738 - - - 45,738
761,516 - - = 761,516
637,606 - - 2812 640,418
13131 - - - 13,131
- 5,407 - - 5,407
7,997,435 - (12,546,693) (48,145) (4,597,403)
9,455 426 5,407 (12,546,693) 2,812 (3,083,048)
$ 21,756,201 $ 2340340 $ 19,669,305 $ 48,165 § 43,814,011

See notes:-to financial statements.



Salmon River Central School District

Statement of Revenues, Expenditures and Chamges in Eund Balance - Governmental Funds

REVENUES
Real property teses
Other tax items
Charges for services
Use of money and groysntyy
Sale of property and compensation for loss
Miscellaneous
Interfund revenues
State sources
Medicaid reimbursement
Eederal sources
Surplus food
Sales - school lunch
Total Revenues

EXPENDITURES
General support
Indirect cost
Instruction
Pupil transportation
Community service
Employee benefits
Debt service
Brincipal
Interest
Cost of sales
Capital outlay
Total Expenditures

Excess {Deficiency) aff iRexanuss
Over Expenditures

OTHER FINANCING SOURCES
ANID USES
Operating transfers in
Operating transfers out
Proceeds from debt
BAN redeemed from-appropriations
Total Other Sources and Uses

Excess {Deficiency) off BRexenues b Ottrar
Sources Over Expenditures and Other Uses

Fund Balances - Beginnimg off year

Eund Balances - End of year

Ear the Year Ended June 30, 2017

Total
Special Reconstruction Governmental

General Aid Capital Project Non-Major Funds
§ nLepLi%% % $ $ $ hLEDL196
447,796 z = = 447,796
5,005,341 - - - 5,005,341
144,474 - - 4 144,478
71,966 - M 917 72,883
417,369 23,775 - = 441,144
1,260 - - - 1,260
29,961,137 2,486,182 17,643,021 26,936 $0,1 17,276
43,763 - - - 43,763
303,103 756,411 z 835,300 2,894,814
- - - 71,063 71,063
- - - 120,513 120,513
37,997 405 4,266,368 07,643,021 1,054,733 60,961,527
4,066,633 - = 353,682 4,420,315
- 1,260 = - 1,260
117,501,707 2,276,759 z - 19,778,466
660,285 2,025,886 - 444,008 3,130,179
19,677 = = = 19,677
10,403,060 - B 364,702 10,767,762
3,276,282 = = - 3,276,282
1,064,464 - = B 1,4 464
- - - 544,122 544,122
- - 180093,011 - 1R093,011
36,992,108 4,303,905 15,093,011 1L706,514 61,095,538
1,005,297 {37,537) {449,990) (651,781) (134,011)
23,992 27,751 - 205,398 257,141
(233,149) {(8,000) = (15,992) {257,141)
- = = 460,000 450,000
- - 35,000 - 35,000
(209,157) 19,751 35,000 649,406 495,000
796,140 (17,786) {414,990) (2,375) 360,989
8,659,286 23,193 (12,131,703) 5,187 {3,444,037)
$§ 9455426 § 5407 ${12546693) § 2812 $ (3.083,048)

See notes to financial statements.



Salmen River Central School District
Statement of Fiduciary Net Position - Eiduciary Funds

June 30, 2017
Private
Purpose
Trusts Agency
ASSETS
Cash $ 111,326 § 103573
Duee from other govermmeris
Total Assets $ 111,326 § 103573
LIABILITIES
Duee to governmental funds $ $
Extraclassroom activity balances - 97,768
Other liabilities - 5,805
Total Liabilities - § 103573
NET POSITION
Restricted for other purposes $ 011326
Statement of Changes in Fiduciary Net Position - Fiduciary Funds
Far the Year Ended June 30, 2017
Private
Purpose
Trusts
ADDITIONS
Investment earnings 16
Gifts and contributions 1,300
DEDUCTIONS
Scholarships and awards 1,925
Scholarships and awards -
Change in Net Position (1]
Change in Net Position
Net Position - Beginning of year 118,935
Net Position - Beginning of year -
Net Position -~ End of year $ 111,326

Net Position - End of year

See notes to financiall statements.



Salmon River Central School District
Reconciliation of Governmental Funds Balance Sheet to Statement of Nazt Position
June 30, 2017

Total Long-Term  Reclassifications Statement of
Governmental Assets, andl Net Position
Eunds Liabilities Eliminations Totals

ASSETS
Cash § 27,781,670 $ § 27,781,670
Taxes receivable - - - -
Othier receivables 1,151,747 - - 1,151,747
Buze from other funds 2,377,972 - (2,377,972) =
State and Eederal aid 12,454,477 = - 12,454 477
inventories 48,145 - - 48,145
Overpayments and collections inadvance - =
Brepaid expenditures - = - -
Capital assets, net - 85,501,828 - 85,501,828
Net pension asset-proportionate share - - -

Total Assets 43,814 6l 85,501,828 (2,377,972) 126,937 867
DEFERRED OUTFLOWS OERESOURCES
Deferred gain on advance refunding of debt - 43,160 - 43,160
Pensions - 8,908,307 - 8,908,307

Total Defierrred Outflows of Resources - 8,951 467 - 8,951 467

Total Assets and Defiarred Outflows of Resources § 43814011  $94453295 $(2377,972) § UI5889.334

LIABILITIES
Accounts payable 2,515,837 - - 2,515,837
Accrued liabilities 40,280 - - 46,290
P to-other funds 2,377,972 - (2,377,972) -
Dute to other governments 3,820 - - 3,820
Accrued interest 364,478 28,174 = 392,652
Due to Teachers' Retiremenit Systenm 1,479,807 - - 1,479,807
Duge to Employees’ Retirement System 149,855 - - 149,855
Overpayments and collections in‘advance - - - -
Bond anticipatticam note 30,965,000 - = 30,965,000
Revenue anticipatiiom note 9,000,660 - = 9,006 660
Compensated absences payable - 896,827 - 896,827
Bonds payable - 17,744 651 - 17,744 6811
Other post employment benefits - 77,034,717 - 77,034,717
Net pension liability-proportionate share - 2,268,584 = 2,268,584

Total Liabilities 46,897,059 97,972,993 (2,377,972) 142,492 689
DEFERRED INFLOWS OE RESOURCES
Deferred premiuam am didbit issuante - 16,258 - 16,258
Pensions - 799,523 - 799,523

Total Deferred Inflows of Resources - 815,781 - 815,781
EUND EQUITY/NET ROSITION (3,083,048) (4,335,479) (7,418,527

Total Liabilities, Deflrred Inflows of Resources
andl Eund Equity/Net Position $ 43814011 §$ 94,453,265 $(2,377972) § 135,889,334

See notes to financial statements.
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Salmon River Central School Bistrict
Reconciliation of Governmemntal Funds Balance Sheet to the Statement of Net Position
June 30, 2017

Fund Balances - total governmental funds $ (3,083,048)
Amounts reported for governmental activities im
the ‘Statement of Net Position are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reported in

the governmental funds
Governmental capital assets 104,359,424
Less: accumulated depreciation (18,857,596) 85,501,828

Interest payable used in governmental activities is not
payable from current resources and therefione not
reported ‘in the governmentall funds (28,174)

Long-term liabilities are not due and payable in the current
year and therefore are not reported in the governmental

funds
Long-term debt (17,744,691)
Compensateel] absences (896,827) (18,641,518)
Other post employment benefitis are not due :and payable in the
current period and therefiore are not reported in the funds (77,034,717)

Proportionate share of net pension asset/liability are not financial
resources and not due and payable in the current year and therefore
are not reported in the governmental funds
Net pension asset
Net pension liability (2,268,584) (2,268,584)

Deferred outflows and inflows of resources related to pensions
are applicable to future periods and, therefore, are not reported

in the governmental funds
Deferred outflows related to pensions 8,908,307
Deferred inflows related to pensions (799,523) 8,108,734

Deferred outflows and inflows of resources related to debt
are applicable to future periods and, therefore, are not reported

in the governmental funds
Deferred gain on advance refunding of debt 43,160
Deferred premiums on debt issuance (16,258) 26,902
Net Position of Governmental Activities $ (7,418,527)

See notes to financial statements.



Salmon River Central School District
Reconciliation of Governmental Funds Revemues, Expenditures, and Changes in Fund Equity to Statement
of Activities
Eor the Year Ended June 30, 2017

Total Long-Term Reclassifications  Statemenmt of
Governmental Assets, and Activities
Funds Liabilities Eliminations Totals
REVENUES
Real property taxes $ 1E0L196 $ $ 1EDL196
Other tax items 447,796 - - 447,796
Charges for services 5,005,341 - - 5,005,341
Use of‘money and property 144,478 - - 144,478
Sale of property and compensation for loss 72,883 (16,606) - 56,277
Miscellaneous 441,144 - - 441,144
Interfund revenues 1,260 - (1,260) -
State sources 50,117,276 - - 50,117,276
Medicaid reimbursement 43,763 - - 43,763
Federal sources 2,894,814 - - 2,894,814
Surplus food 71,063 - - 71,063
Sales - school lunch and store 120,513 - - 120,513
Total Revenues 60,961,527 (16,606) (1,260) 60,943,661
EXPENDITURES
General support 4,420,315 1,265,486 2,291,461 7,977,262
Indirect cost 1,260 - (1,260) -
Instruction 19,778,466 2,174 17,729,6 37,510,264
Pupil transportation 3,130,179 (275,685) 4,685,583
Community service 19,677 - 30,978
Employee benefits 10,767,762 11,095,713 (21,863,475) -
Debt service 4,340,746 (3,250,670) - 1,090,07%
Unallocated depreciation - - - -
Cost of sales 544,122 - - 544,122
Other expenditures - - - -
Capital outlay 18,093,011 (18,093,011) - -
Total Expenditures 61,095,538 (9,255,993) (1,260) 51,838,285
Excess (Deficiency) of Revenues
Over Expenditures (134,011 9,239,387 - 9,105,376
OTHER SOURCES AND USES
Proceeds from debt 460,000 (460,000) - -
BAN redeemed from appropriations 35,000 (35,000) - -
Operating transfers in 257,141 - (257,141) -
Operating transfers out (257,141) - 257,141 -
Total Other Sources and Uses 495,000 (495,000) - -
Nett Change for the Year 3 360,989 $ 8744387 § $ 9,105,376
See notes tofinancial siatements. 23




Salmen River Central School District
Reconciliation of Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balances to
Statement of Activities
For the Year Ended June 30, 2017

Net Change in Fund Balances - total governmental funds $ 360,989

Amounts reported for governmental activities in the
Statement of Activities are different because:

Revenues in the Staterment of Activities that do not provide current
resources are not reported as meveanues in tine funds
Disposal of capital assets (16,606)

Governmental funds report capital outlays as expenditures. However,
in the Statement of Activities, the cost of those assets is depreciated
over their estimated useful lives:

Expenditures for capital assets 18,801,007
Less: current year depreciation (1,687,418) 17,113,589

Bond proceeds provide current financial resources to-governmental
funds, but issuing debt increases long-term liabilities in the Statement
of Net Position. Repaymentt of bond principal is an expenditute in the
governmental funds, but the repayment reduces long-term liabilities i
the Statement of Net Position. Other costs related to debt issuance and
retirement are expenditwies in the goveramental funds, but are deferred
and amortized on the Siatement of Net Position

Bond premium amemizstion 9,658

Bond proceeds (460,000)

Deferred refunding interest (37,883)

Repayment of bonds 3241282 2,753,067

Interest expense reported in the Statement of Activities does mott
require the use of current financial resources and is therefore

not reported as anexpenditure in gowammeantal funds 2614

Compensaited! absences inthe Statement of Activities does mot
require the use of current financial resources and is therefore
not reported as an expenditure in goveramental funds (12,553)

Other post employment benefits in the Statement of Activities does mot
require the use of current resources and are therefore: not reported as
expencditures in the governmental funds (10,902,756)

Governmental funds report district pension contributions as expenditures.
However in the Staterment of Activities, the cost of pension benefits
earned net of employee contributions is reported as pemsion expense.

Pension contribution expense 1,941,331
Cost of benefits earned net of employee contributions (2,134,289) (192,958)
Change in Net Pgsition of Goveramental Funds $ 9105376

See notes to financial staemnents. 24



Salmeon River Central Scheel District
Notes to Einancial Statements
June 30, 2017

Note 1 — Summary of certain significentt accoumtiimy policies:

The financial statements of the Salmon River Central School District (the “District™) have been
prepared in conformity with generallly accepted accountimg principles (GAAP) as applied to
governmental units. Those principles are prescrilbedi by the Governmentall Accounting Standards
Board (GASB), which is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles.

Eertain si npcant accounting princi Iles ang }1cxesu 12&%% R lS !‘lC are escr.it?eéd Be,ow
ertain significant accounting princibles and policies u 1zé e |s rlc are described” bélow

) Reperting Enil:

The Salmon River Central School District is governedi by the laws of New York State.
The District is an independent entity govermed! by an electedd Board of Education
consisting of 9'members. The President of the Board serves as the chief fiscal officer and
the Superintendent is the chief executive officer. The Board is responsible for and
controls all activities related to public school educatiom within the District. Board
members have authority to make decisions, powet to appoiat management, and primary
accountability for all fiscal matters.

The reporting entity of the District is based upon criteria set forth by GASB Statement
4, The Financial Reporting Entity, as amended by GASB Statement 39, Component
Units. The financial reporting entity consists of the primary govermment;, @rganizations
for which the primary govermmenit is financially accountable, and other organizationss for
which the nature and significamce of their relationshiip with the primary govemmmenit are
such that exclusion would cause the reporting entity’s financial statements to be
misleading or incomplete.

The accompamyiing; financial statements present the activities of the District. The District
is not a compomenit unit of another reporting entity. The decisiom to include a potential
compomentt unit in the District’s reporting entity is based on several criteria including
legal standiing, fiscal dependency, and financial accountability. Based on the application
of these criteria, the following is a brief description of certain entities included in the
District’s reporting entity.
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Salmon River Central School District
Notes to Financial Sttements
June 30, 2017

iy Extraclassroom Activity Funds:

The Extraclassroom Activity Funds of the District represent funds of the students of the
District. The Board of Education exercises generall oversight of these funds. The
Extraclassroonn Activity Funds are independenit of the District with respect to its financial
transactions and the designation of student management. Separate audited financial
statements (cash basis) of the Extraclassiomm Activity Funds can be found at the
District’s business office. The District accounts for assets held as an agent for various
student organizations in an ageney fund.

B) Joint Venture:

The Salmon River Central School District is one of 10 component school districts in the
Franklin-Essex-Hamilton BOCES. A BOCES is a voluntary, cooperative associatiom of
school districts in a geographic area that shares planning, services, and programs which
provide educational and support activities. There is no authority or process by which a
school district can terminate its status as a BOCES component.

BOCES are organized under §1950 of the New York State Education Law. A BOCES
Board is considered a corporate body. Members of a BOCES Board are nominated and
elected by their componemt member boards in:accordance with provisions of §1950 of the
New York State Education Law. Alll BOCES property is held by the BOCES Board as a
corporation (§1950(6)). In addition, BOCES Boards are also considered! mmumicipal
corporations to permit them to contract with other municipalities on a cooperatiive basis
under §1119-n(a) off the New York State General Municipal Law.

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

C) Basis of Piesentation:
iy District-Wide Statements:

The Statement of Net Position and the Statement of Activities present fimancial
information about the District’'s governmental activities. These statements include
the financial activities of the overall government in its entirety, except those that are
fiduciary. Eliminations have been made to minimize the double counting of internal
transactions. Governmental activities generally are financed through taxes, State aid,
intergovernmental revenues, and other exchange and nonexchange tiransactions.
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Salmon River Central School District
Notes to Einancial Stattsments
June 306, 2017

Operating grants include operating-speciffic and discretionary (either operating or
capital) grants, while the capital grants column reflects capital-specific grants.

The Statement of Activities presents a comparison between program expenses and
program revenues for each function ofithe District’s governmentall activities. Direct
expenses are those that are specifically associated with and are clearly identifiable to
a particular function. Indirect expenses, principallly anloyes Huansfits, are dltacatad
to functional areas in proportion to the payroll expendedl for those areas. Program
revenues include charges paid by the recipients of goods or services offered by the
programs, and grants and contributions that are restricted to meeting the operational
or capital requirements: of a particular program. Revenues that are not classified as
program revenues, Including all taxes, are presented as general revenues.

ii) Fund Financial Statements:

The fund statements provide information about the District’s funds, imcluding
fiduciary funds. Separate statements for each fumd category (govemnmental and
fiduciary) are presented. The emphasis of fund financial statements is on major
governmental funds, each displayed in a separate column.  Alll remaining
governmental funds are aggregated and reported as non-major funds.

The District reports the following major governmental funds:

General Fund: This is the Distric's primaiy operating fund. It accounts for all
financial transactions that are not required to be accountied] for in another fund.

Special Revenue Funds: These funds account for the proceeds of specific revenue
sources, such as federal -and State grants, that are legally restricted to expendituines for
specified purposes, child nutrition and school store operations; or other activities
whose funds are restricted as to use. These legal restrictions may be imposed either
by governmeniis that provide the funds, or by outside parties.

Capital Projects Funds: These funds are used to account for the financial resources
used for acquisition, construction, or major repair of capital facilities. For these
funds, each capital project is assessed to determine whether it is a major or non-major
fund. Those capital projects that are determined to be major are reported in separate
columns in the financial statements. Those that are determined to be non-majjor are
reported in the supplementall schedules either separately or in the aggregate.
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Salmon River Ceniral School District
Notes to Einancial Statiements
June 30, 2017

The District reports the following fiduciary funds:

Fiduciary Funds

Fiduciary activities are those in which the District acts as trustee or agent for
resources that belong to others. These activities are not included in the District-wide
financial statements, because their resources do not belong to the District, and are not
available to be used. There are two classes of fiductary funds:

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

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

D) Measurementt Focus and Basis of Accounting:

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

The governmental fund statements are reported using the current financial resources
measuremgentt focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when measurable and available. The District considens all
revenues reported in the governmental funds to be available if the revenues are collected
within 90 days after the end of the fiscal year.

Expenditures are recorded when the related fund liability is incurred, except for principal
and interest on generall long-term debt, claims and judgments, and compensates absences,
which are recognized as expenditutes to the extent they have matured. General capital
asset acquisitions are reported as expenditwres in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reported as other
financing sources.
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E) ‘Cash and limvestments:

The District’s cash and cash equivalents consist of cash on hand, demand depositss;, and
short-term investmenis with original maturities of three months or less from: the date of
acquisition.

New York State law govemns the Districtf's investment policies. Resources must be
deposited in EDIC-insured commercial banks or trust companies located within the State.
Permissible investmentts include obligations of the United States Treasury, United States
Agencies, repurchase agreements and obligations of New York State or its localities.

Collateral is required for demandi and time deposits and certificates of deposit not
covered by FDIC insurance. Obligations that may be pledged as collateral are obligations
of the United States and its agencies and obligations of the State and its mumicipalities
and Districts.

Investments are stated at fair value.
F) Property Taxes:

Real property taxes are levied annually by the Board of Education no later than
September 1, and became a lien on August 23, 2016. Taxes are collected during the
period September 1, 2016 to November 3, 2016.

Uncollected real property taxes are subsequentlly enforced by the County in which the
District is located. The County pays an amount represemtiing uncollected real property
taxes transmitted to the County for enforcemmentt to the District no later than the following
April 1.

G) Accounts Receivable:
Accounts receivable are shown gross, with uncollectible amounts recognized under the
direct write-off method. No allowance for uncollectible accounts has been provided
since it is believed that such allowance would not be material.

H} Inventories:
Inventories of food in the School Lunch Fund are recorded at cost on a first-im, first-out
basis, or in the case of surplus food, at stated value which approximates market.
Purchases of inventoriable items in other funds are recorded as expenditures at the time
of purchase and are considered immaterial in amount.

A reserve for inventories has been recognized to signify that a portion of fund balance is
not available for other subsequent expenditures.
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Due to/from Other Funds:

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

In the district-wide statements, the amounts reported on the Statement of Net Position for
interfundi receivable -and payables represemit amounts due between different fumd types
(governmental activities and fiduciaty funds). Elimimafions have been made for afl
interfundl receivables and payables between the funds, with the exception of those due
froom or to the fiduciary funds.

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

Refer to Note 10 for a detailed disclosure by individuat fund for interfumd! receivables,
payables, expenditures and revenues activity.

Capital Assets:

Capital -assets are reported at historical cost iff actual historical cost is available, or
estimated historical cost iff actual historical cost is not available. Donated assets are
reported at estimated fair market value at the time received.

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

Capitalization Depreciation Estimated

Threshold Method Usefull Life
Buildings 3 115,000 Straight-line 50 years
Building Improvements 15,000 Straight-line 20 years
Eurniture and Equipment 5,000 Straight-line 15 years
Vehicles 5,000 Straight-line 8 years
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K} Vested Employee Benefits:
Compensatied] absences

Compensatiedi absences consist of unpaid accumulated annual sick leave, vacation and
sabbatical time.

Sick leave eligibility and accumulation is specified in negotiated labor contracts and in
individual employment contracts. Upon retirement, resignation or death, employees may
contractually receive a payment based on unused accumulated sick leave.

District employees are granted vacation in varying amounts, based primarily on length off
service and service position. Some earned benefits may be forfeited! if not taken within
varying time periods.

Consistent with GASB Statement 16, Accounting for Compensaied Absences, the
liability has been calculated using the vesting/terminattiom method and an accrual for that
liability is included in the district-wide financial statemeniis. The compensairdi absences
liability is calculated based on the pay rates in effect at year-end.

In the funds statements only the amount of the matured liabilities is accrued within the
General Fund based upon expendable and available future resources. These amounts are
expensed! on a pay-as-you go basis.

L) Other benefits:

District employees participate in‘the New York State Employees’ Retirement Systemn and
the New York State Teachers” Retirement System.

In addition to providing pension benefits, the District provides health insurance coverage
and survivor benefits for retired employees and their survivors in accordamce: with the
provision of various employment contracts in effect at the time of retirement.
Substantially all of the Distriaf's employees may become eligible for these benefits iif
they reach normal retirement age while working for the District. Health care benefiis are
provided through plans whose premiums are based on the benefits paid during the year.
The cost of providing post-retirement benefits is covered by the District. The District
recognizes the cost of providing health insurance by recording its share of insurance
premiums as an expenditure.
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M) Budgetary Procedures and Budgetary Accounting:

The District administration prepares a proposed budget for approval by the Board of
Education for the following governmental funds for which legal (appropriated) tudigets
are adopted:

The voters of the District approved the proposed appropriation budget for the General
Fund.

Appropriations are adopted at the program line item level.

Appropriations established by the adoption of the budget constitute a limitation on
expenditures (and encumbramces)) which may be incurred. Appropriations lapse at the
end of the fiscal year unless expended or encumbered. Encumbrameces willl lapse iff not
expended in the subsequent year. Appropriatioms authorized for the current year are
increased by the :planned use of specific reserves, and budget amendmenis approved by
the Board of Education as a result of selected new reveaue sources not included in the
original budget (when permitted by law). These supplemental appropriations may occur
subject to legal restrictions iff the Board approves them because of a need that exists
which was not determined at the time the budget was adopted. No supplemental
appropriations occurred during the year.

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

Budgets are established and used for individual capital project funds expenditures as
approved by a special referendwm of the Distritt's voters. The maximum project amount
authorized is based primarily upon the cost of the project, plus any requiremenis for
external borrowings, not annual appropriations. These budgets do not lapse and are
carried over to subsequent fiscal years until the completion of the projects.

Encumbramzes

Encumbranee accounting is used for budget control and monitoring purposes and is
reported as a part of the governmental funds. Under this method, purchase orders,
contracts and other commitments for the expenditure of monies are recorded to reserve
applicable appropriations. Outstanding encumbrances as of year-end are presenired as
restrictions or assignments of fund balance and do not represent expenditues or
liabilities. These commitments will be honored in the subsequent period. Related
expendituies are recognized at that time, as the liability is incurred or the commitment is
paid.
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N) Unearned Revenue:

Uneamed revenues are reported when potential revenues do not meet both the measurable
and available criteria for recognition in the current period. Unearned! revenues also arise
when resources are received by the District before it has legal claim to them, as when
grant monies are received prior to the incidence of qualifying expenditwies. In
subsequent periods, when both recognition criteria are met, or when the District has legal
claim to the resources, the llability for uneasmrdl revenues is removed and revenues are
recorded.

0O) Restricted Resources:

When an expense ‘is incurred for purposes for which both restricted and unrestricted net
assets are available, the District's policy concerning which to apply first varies with the
intended use and with associated legal requirememts, many of which are described
elsewhere in'these Notes.

P) Equity classifications:
District-wide statements:
In the District-wide statements there are three classes of net position:
Invested in capital assets, net of related debt — consists ofi net capital assets (cost less
accumulated depreciation) reduced by outstanding balances of related debt obligations
from the acquisition, construction or improvements of those assets.
Restricted net position — reports net position when constraints ‘placed on the "assets or
deferred outflows of resources are either externally imposed by creditors (such as through
debt covenants)), grantors, contributors, or laws or regulations of other govermmenis;, or
imposed by law through constitutional provisions or enabling legislation.
Unrestricted net position — reports all other net position that do not meet the definitiiom of

the above two classifications and are deemed to be available for generall use by the
District.
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Fund sttriements:

Beginning with the fiscal year 2011, the District implemented GASB 54 “Fund Balance
Reporting and Governmental Type Definitions”. This Statement provides more clearly
defined fund balance categories to make the nature and extent of the constraints placed on
a government’s fund balance more transparent. The following classifications describe the
relative strength of the spending constraints placed on the purposes for which resources
can be used:

Nonspendable fund balance - amounts that are not im a spendable form (such as
inventoiy) or are required to be maintained intact. Nonspendable fund balance includes
the inventory recorded in the School Lunch Fund off $48,145.

Restricted fund balance — amounts with constraints placed on the use of resources either
externally imposed by creditors, grantors, contributors, or laws or regulations of other
governments; or imposed by law through constitufionsl provisions or enabling
legislation. Alll encumbxances of funds other than the General fund are classified as
restricted fund balance. The School District has established the following restricted fund
balances:

Workers' Compensation Reserve

Workers' Compensation Reserve {GMIL §6)) is used to pay for compensation henefits
and other expenses authorized by Article 2 of the Workexrs' Compensation Law, and for
payment of expenses of administerimg this self-insurance program. The reserve may be
established by Board action, and is funded by budgetary appropriations and such other
funds as may be legally appropriated. Within sixty days after the end of any fiscal year,
excess amounts may either be transferred to another reserve or the excess applied fo the
appropriations of the next succeeding fiscal year's budget. The reserve is accounted for in
the General Fund.

Employee Benefit Accrued Liability Reserve

Reserve for Employee Benefit Accrued Liability (GML §6p) ifsussdl ttorresamve ffundis flor
the payment of accrued employee benefits due an employee upon termination of the
employee’s service. This reserve may be established by a majority vote of the Board, and
is funded by budgetary appropriations and such other reserves and funds that may be
legally appropriated. The reserve is accounted for in the General Fund.
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Restricted fund balance includes the following:

General Fund:

Workers’ Compensation Reserve $45,738
Employee Benefit Accrued Liability Reserve 761.516
Total Restricted Funds 807.254

Committed fund balance — amounts constrained to specific purposes by a govermment
itself, using its highest level of decision-making authority; to be reported as conmmitted,
amounts cannot be used for any other purpose unless the government takes the same
highest action to remove or change the constraint.

Assigned fund balance — amounts a government intends to use for a specific purpose;
intent can be expressedl by the governing body or by an officiall or body to which the
government delegates authority. All encumbrances of the General fund are classified as
Assigned Fund Balance in the General Fund. Encumbrances reported in the General
Fund amounted to $13,131..

Unassigned fund balance — amounts that are available for any purpose; positive amounts
are reported only in the General Fund.

NYS Real Property Tax Law 1318 limits the amount of unexpended surplus funds a
school district can retain t0 no more than 4% of the School Districf's budget for the
General Fund for the ensuing fiscal year. Nonspendablle and restricted fund balance for
the General Fund .are excluded from the 4% limitation. Amounts appropriated for the
subsequent year and encumbiamces are also excluded from: the 4% limitation.

Order of Use of Fund Balance:

The Distriatf's policy is to apply expenditures against nonspendabik fund balance,
restricted fund balance, committed fund balance, assigned fund balance, and unassigned
fund balance at the end of the fiscal year. For all funds, nonspendaibi= fund balances are
determined first and then restricted fund balances for specific purposes are determined.
Any remaining fund balance amounts for funds other than the General Fund are classified
as restricted fund balance. In the general fund, committed fund balance is determine next
and then assigned. The remaining amounts are reported as unassigned. Assignments of
fund balance cannet cause a negative unassigned fund balance.
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Q) Accrued liabilities and long-term obligations:

Payables, accrued liabilities and long-term obligations are reported in the district-wide
financial statements. In the governmenti]l funds, payables and accrued liabilities are paid
in a timely manner and in fulll fromm current financial resources. Claims and judgments,
and compensated absences that will be paid from governmenta! funds, are reponted as a
liability in the funds financial statements only to the extent that they are due for payment
in the current year. Bonds and other long-term obligations that will be paid from
governmenii! funds are recognized! as a liability in the fund financial statements when
due.

Long-term obligations represent the District’s future obligations or future economic
outflows. The liabilities are meported as dive iin@ne year ar dive witlhiim woare tihan cne yesr
in the Statement of Net Position.

R) Defemred Outflows and Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes repoit a separate
sectiom for defemed outflows of resources. This separate financial statement element,
deferred! outflows of resources, represents a consumptiiom of net position that applies to a
future period and so will not be recognizedi as an outflow of resources
{expense/expenditure) until then. The governmenit hes three items that qualify for
reporting in this categony. First is the defemedi charge on refunding repored in the
goverament-wiitike Statement of Net Position. A defemied! charge on refunding results
fromn the difference in the carrying value of refundhei debt and its reacquisitiom price.
This amounit is defeiied! and amortized over the shorter of the life of the refundbs or
refunding debt. The second item is related to pensions repofted in the distiict-wide
Statement of Net Position. This represents the effect of the net change in the District’s
proportion of the collective net pensiom asset of liability and diffesence: during the
messurement perlod between the District’s contributions and its proportiomie share of
total contributions to the pensiom systems not included in pensiom expense. Lastly Is the
Distriet contributions to the pensiom systems (TRS and ERS Systems) subseguent to the
measurement date.

In addition to liabilities, the Statement of Net Position will sometimes report a separate
section for defemed! inflows of resources. This separate financial statement element,
deferredt inflows of resources, represents an acquisition of net position that applies to a
future period(s) and so willl not be recogniizedi as an inflow of resources (revemus) until
that time. The District has one item that qualifies for reporting in this categony. This item
is related to pensions reported in the district-wide Statement of Net Position. This
represents the effect of the net change in the District’s proportion of the collective net
pensiom liability (ERS System) and differenes: during the measurement periods between
the District’s contributions and its proportionaie share of total contributions to the
pensiom systems not included in pensiom expense.
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Pension Obligations

New York State and Local Employees” Retirement System (ERS) and the New York State
Teachers” Retirement (TRS) (the Systems).

Plan Description and Benefits Provided

Teachers' Retirement System (TRS)

The District participates in the New York State Teachers” Retirement System (TRS). This
is ‘a cost-sharing multiple-employer retirement system. The System provides retirement
benefits as well as, death and disability benefits to plan membets and beneficiaties as
authorized by the Education Law and the Retirement and Social Security Law of the State
of New York. The System is governed by a 10 member Board of Trustees. System
benefits are established! under New York State Law. Membership is mandatory and
automatic for all full-time teachers, teaching assistants, guidance counseles and
administrators employed in New York Public Schoels and BOCES who elecied to
participate in TRS. Once a public employer elects to participate in the System, the
electlon is irrevocable. The New York State Constitution provides that pension
membership Is a contractual relationship and plan benefits cannet be diminished o
impalred. Benefits can be changed for future membeis enly By enactment of a State
statute. Additienal infermation regarding the Systemm, may be obtained by wiiting to the
New York State Teachets” Retirement System, 10 Corperate Weeds Drive, Albany, N'Y
12211-2395 oF by referring to the NYSSTR Cemprehensive Annual Finaneial repert
whieh ean be feund en the Systen’s website at Www.RystS.ofg.

Employees’ Retirement System (ERS)

The District participates in the New York State and Local Employees’ Retirement System
(ERS). This is a cost-sharing multiple-employer retiiamsnt system. Tine Systern provides
retirement benefiis as well as death and disability benefits. The net position of the System
is held in the New York State Common Retirement Fund (the Fund), which was
establisthed to hold all net assets and record changes in plan net position allocated to the
System. The Comptroller of the State of New York serves as the trustee of the Fund and
is the administrative head of the System. System benefits are established under the
provisions of the New York State Retirement and Social Security Law (RSSL). Once a
public employer elects to 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
membess; only by enactment of a State statute. The District also participates in the Public
Employees® Group Life Insuranee Plan (GLIP), which provides death benefis: in the form
of life insurance. The System is Included in the State’s financial report as a pension trust
fund. That repert, including Information with regard to benefits provided, may be found
at www.ose.state.ny.us/retire/publications/index.php or obtained by writing to the New
York State and Lecal Retirement System, 110 State Sireet, Albany, NY 12244.
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Pension Liabilities, Pension Expense, Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pemsions

At June 30, 2017, the District reported the following asset/(lighility)) foorititsprogpotioondte
share of the net pension asset /(liability) for each of the Systems. The net pension
asset/(liability) was measured as of March 31, 2017 for ERS and June 30, 2016 for TRS. The
total pension asset/(liability) used to calculate the net pension asset/(liability) was determined
by an actuarial valuation. The District’s proportion of the net pension asset/(liability) was
based on a projection of the District’s long-tenm share of contributions to the Systems relative
to the projected contributions of all participaiing members, actuariallly determined. This
information was providied by the ERS and TRS Systems in reports providied ttotthe IDistriit.

ERS TRS
Actuarial valuation date March 31,2017 June 30,2016
Net pension asset/(liability) $ (1,447.871) $ (820,713)
District's portion of the Plan's total
net pension asset/(liability) 0.0154091% 0.076628%

For the year ended June 30, 2017, the District recognized pension expense of $819,755 for
ERS and pension expense of $1,314,534 for TRS. At June 30, 2017, the District’s reported
deferred outflows of resources and deferred inflows of resources related to pensions from the
following sowrces:

Deferred Outflows of Resources Deferred Inflows of IResources

ERS TRS ERS TRS

Difference between expected

and actual experience $ 36,282 $ - $ 219867 $ 266,613
Change of assumptions 494,646 4,675,306
Net difference between projected and

actual investment earnings 289,199 11845,395
Changes in proportion and difference

between the District's contributions and

proportionate share of contributions 19,195 - 40,403 272,640
District's contributions subsequentt to

the measurement date 149,855 1398429
Total $ 989,177 $ 7919130 $ 260270 $ 539,253
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District contributions subsequent to the measurementt date wiill be recognized as a reduction
of the net pension liability in the year ended June 30, 2017. Other amounts reported as
deferred outflows of resources and deferred inflows of resources related to pensions; willl be
recognized in pension expense as follows:

Year ended:
ERS TRS
2017 $ 527,820
2018 $ 264,434 527,820
2019 264,434 961,004
2020 245,916 11,515,099
2ol (195,733) 671,587
Thereafizr 778,118

Actuarial Assumptions

The total pension liability as of the measurementt 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 measurementt date. The actuarial valuations used the following
actuarial assumptions:

Significant actuarial assumptioms used in the valuations were as follows:

ERS TS
Measurement date March 31, 2017 June 30,2016
Actuarial valuation dizie April 1,2016 June 30,2015
Interest rate 7.0% 7.5%
Salary scale 3.8% 1.90%-4.72%
Decrement tables Aprif 11,2010- July 11,2009-
Marcih31,2015 June 30,2014

System Experience System Experience

Inflatiom rate 2.59%% 259%%
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For ERS, annuitamt mortality rates are based on April 1, 2010 — March 31, 2015 System’s
experience with adjustments for mortality improvememits based on MP-2014. For TRS,
annuitamt mortality rates are based on plan member experience with adjustments for mortality
improvementts based on Society of Actuaries Scale MP2014, applied on a generaticnzd! basis.

For ERS, the actuariall assumptions used in the April 1, 2016 valuation are based on the
results of an actuariall experience study for the period April 1, 2010 — March 31, 2015. For
TRS, the actuarial assumptions used in the June 30, 2015 valuation are based on the results of
an actuarial experience study for the period July 1, 2009 — June 30, 2014.

The long term rate of return on pensiom plan investments was determimed! using a buwilding
block method in which best estimate ranges of expected future real rates of return (expected
returns net of investmenti expense and inflation) are developedi for each majar asset
class. These ranges are combined to produce the long term expected rate of retwsn by
weighting the expected futute real rates of return by each the target asset allocation
percentage and by adding expected inflation. Best estimates of the arithmetic real rates of
return for each majorr asset class included in the target asset allocation are summarniizesi below:

ERS TRS
Measurement date March 31, 2017 June 30, 2016
Asset Type:
Domestiic Equity 4.55% 6.1%
International Equity 6.35% 7.3%
Private Equity 7.7%% 9.2%
Real Estate 5.80% 5.4%
Alternative Investments 0.0% 0.0%
Domestic Fixed Income: Securitie 0.0% L.O%
Global Fixed Income Securities 0.0% 0.8%
Mortgages 1.31% 3.1%
Short-tenm 0.0% 0.1%
Absolute Return Strategies 4.00% 0.0%
Opportumistic Portfolio 5.89% 0.0%
Real Assets 5.54% 0.0%
Cash W25% 0.0%
Inflation-Indexed Bonds 1.508%; 0.0%
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Discount Rate

The discount rate used to calculate the total pension liability was 7.0% for ERS and 7.5% for
TRS. The projection of cash flows used to determine the discount rate assumes that
contributions from plan members willl be made at the current contribution rates and that
contributions from employess wiilll be made at statutorily required rates, actuarially. Based
upon the assumptions, the Systems’ fiduciary net position was projected to be available to
make all projected future benefit payments; of current plan membess. Therefoie 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 liabllity.

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

The following presents the District’s proportionate share of the net pension asset/(lisdhilitity)
calculated using the discount rate of 7.0% for ERS and 7.5% for TRS, as well as what the
District’s proportionate share of the net pension asset/(liability) would be if it were calculated
using a discount rate that is ll-percentage point lower (6.0% for ERS and 6.5% for TRS ).or 1-
percentage point higher (8.0% for ERS and 8.5% for TRS) than the current rate :

1% Current 1%
Decrease Assumption Increase
(6.0%) (7.0%) (8.0%)

ERS
Employer's proportionate share
of the net pensiom asset (liability) $ (4,624,214) $ (1,447,871) $ 1,237,721

1% Current 1%
Decrease Assumption Increase
(6.5%) (7.5%) (8.5%)

TRS
Employer's proportionate share
of the net pensiom asset (liabilityy  $(UG7/08@71) $ (820,713) $ 7,472,284

Pension Plan Fiduciary Net Position

The comporenits of the current-year net pension asset/(liability) of the employers as of the
respective valuation dates, were as follows:
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(Dollars in Thousands)
ERS TRS

Valuation date March 31, 2017 June 30, 2016
Employers' Total Pension Asset/(Liability) $ {177,400y $ ((108,577,184)
Plan Net Position 168,004 7,506,142
Employers’ Net Pension Asset/(Liability) $ {9,396) $ {(1,071,042)
Ratio of the Plan Net Position to the

Employers’ total pensiom asset/(liability) 94.70% 99.01%

Payables to the Pension Plan

Eor ERS, employer contributions are paid annually based on the System’s fiscal year which
ends on March 31*. Accrued retiremenit contributions as of June 30, 2017 represent the
projected employer contribution for the period .of April 1, 2017 through June 30, 2017 based
om paid ERS wages multiplied by the employers contribution rate, by tier. Accrued
retirement contributions as of June 30, 2017 amounikdi to $149,855.

Eor TRS, employer and employes contributions for the fiscal year ended June 30, 2017 are
paid to the System in September, October and Novemiber 2017 through a state aid
intercept. Accrued retirement contributions as of June 30, 2017 represent employex and
employer contributions for the fiscal year ended June 30, 2017 based on paid TRS wages
multiplied by the employers contribution rate, by tier and employee: contributions for the
fiscal year as reported to the TRS Systenn. Accrued retirementt contributions as of June 30,
2017 amounied] to $1,479,807.

S) New Accounting Standards

The District has adopted all current Statements of the Governmentzl! Accounting
Standards Board (GASB) that are applicallie as of June 30, 2017. GASB Statement No.
77, Tax Abatementt Disclosures is effective for the year ended June 30, 2017; however,
the District has no tax abatements.

T} Future Changes in Accounting Standards

GASB has issued Statement Na. 75, Accountiing and Finenciad/ Repovting for
Postermplloyment: Benefits Other than Pensions, effective for the year ending June 30,
2018. This Statement replaces the requirements of Statements No. 45, Aecounting and
Finenciab! Reportiing by Empllayenss ffivr Postemplioyment Benefits Other Than Pensions, as
amended, and No. 57, OPER Measwementss by Agentt Employers and Agentr Multiple-
Employen Plams, fiin OPEESB. Statement No. T4, Financiat/ Reporting; itor Pastemployment
Beneffr Plans Other Than Pension Plans, establishes new accountimg and financial
reporting requirements for OPEB plans.
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The school district willl evaluate the impact each of these pronoumcementts may have on its
financial statements and wiill implement them as applicable and when material.

Note 2 — Explanation of Certain Differemces Between Governmental Fund Statements

A)

B)

ami]l District-Wide Statements:

Due to the differemsess in the measurement focus and basis of accounting used in the
governmental fund statements and the District-wiidie statements, certain fimancial
transactioms are treated differently. The basic financial statements contain a full
reconciliation of these items. The differemeces result primarily from the economic focus
of the Statement of Activities, compared with the current financial resources focus of the
governmental funds.

Total fund balances of governmentall funds vs. net position of governmental actiivities:

Total fund balances of the District’s governmental funds differ from “net position” of
governmental activities reported in the Statement of 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 focus of the governmental fund
Balance Sheets.

Statement of Revenues, Expenditures and Changes in Fund Balance vs. Statement of
Activities:

Differences betweem the governmental funds Statement of Revenues, Expendiitures and
Changes in Fund Balance and the Statement of Activities fall into one of three broad
categories. The amounts shown below represent:

i) Long-term revenue diifferences:

Long-term revenue differences arise because governmental funds report revenues
only when they are considered “available”, whereas the Statement of Activities
reports revenues when earned. Differences in long-term expenses arise because
governmental funds report on a modified accruak basis, whereas the accrual basis
of accounting is used on the Statement of Activities.
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iiy Capital related diifferences:

Capital related differemces include the difference betweem proceeds for the sale off
capital assets reported on governmental fund statements and the gain or loss on
the sale of assets as reported on the Statementt of Activities, and the difference
between recording an expenditure for the purchase of capital items in the
governmental fund statements and depreciation expense on those items as
recorded in the Statemenit of Activities.

iii} Long-term debt transaction diifferences:

Long-term debt transaction differemees occur because both interest and principal
payments are recorded as expenditures in the governmental fundl statements,
whereas interest payments are recorded iin the Statemenit of Activities as incurred,
and principal paymenis are recorded as a reduction of liabilities in the Statement
of Net Position.

iv) Pensiom diifferences:

Pension differences occur as a result of changes in the Distriict's proportion aff the
collective net pension asset/liability and differemces betweem the Diistrict's
contributions and its proportionate share of the total contributions to pension
expense.

Note 3 — Stewardship, compliance and -accountability:

The Districtf's unreserved and undesignatied] fund balance was in excess of the New York State
Real Property Tax Law limit, which restricts it to an amount not greater than 4% of the Diistrict’s
budget for the upcoming school year.

Note 4 — Custodial credit and concentration of credit:

Custodial credit risk is the risk that in the event of a bank failure, the Distritf's deposits may not
be returned to it. While the District does not have a specific policy for custodial credit risk, New
York State statutes govern the Districif's investment policies, as discussedi previously in these
Notes.

Restricted cash represents cash and cash equivalents where use is limited by legal requirements.
These assets represent amounts required by statute to. be reserved for various purposes. Restricted
cash as of year-end includes $807,254 within the governmental funds and $111,326 in the
fiduciary funds.



Salmon River Central Schoel District
Notes to Einancial Statements
June 30, 2017

Note 5 — Participation in BOCES:

During the year ended June 30, 2017, the District was billed $4,986007 for BOCES
administrative and program costs.

Participating school districts issue debt on behalf of BOCES. During the year ended June 30,
2017, the District did not issue serial bonds on behalf of BOCES.

On May 9, 2017, the District entered into a joint agreement with Franklin-Essex-Hamilton
BOCES and all other componemt school districts of the BOCES for the construction of
improvements to the BOCES' North Franklin Educational Center and the Adirondack
Educational Center pursuant to Section 1950 of the Education Law. The project was approved by
voters -of the componenmit districts in September 2017. The District will have a subsequent
commitment for a share of the capital project costs based on our RWADA ratio, with a net project
cost to the District of $3,185,386.

The Districtt’s share of BOCES aid amounted to $2,408,660.

Financial statements for the BOCES are available from the BOCES administrative office.

Note 6 — Imvestments:

The District did not hold any investmemits during the year.
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Note 7 - Capital assets:

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

Beginning Retirements/ Ending
Balance Additions Reclassific. Balance
Governmental activities:
Capital assets that are not depreciated:
Land $ 118242 § 8 118,242
Construction in progress 12,131,703 18,093,011 - 30,224,714
Total nondepreciable historical cost 12,249,945 18,093,011 - 30,342,956
Capital assets that are depreciated:
Buildings 68,939,045 - (20,342) 68,918,703
Machinery and equipment 4,877,970 707,996 (488,201) 5,097,765
Total depreciable historical cost 73,817,015 707,996 (508,543) 74,016,468
Less accumulated depreciation:
Buildings 14,367,212 1,328,008 (4,748) 15,699,968
Machinery and equipment 3,294 903 359,410 (487,189) 3,167,124
Total accumulated depreciation 17,662,115 1,687,418 (491,937) 18,857,596
Total depreciable historical cost, net $ 63404845 $ 17,113589 § (16,606) $ 85,501,828

Depreciation expense was charged to governmental activities as follows:

Administrative services $ 1.446,009
Regular instruction 25,093
Pupil transportation 216,316

$ LEBr418

Note 8 — Short-term debt;

Thee District may issue Revenue Anticipation Notes and Tax Anticipation Notes, in anticipation of
the receipt of revenues. These notes are recorded as a liability of the fund that willl actually
receive the proceeds from the issuance of the notes. The RANs and TANSs represemit a liability
that will be extinguished by the use of expendable, available resoutces of thee fund.

Thee District may issue budget notes up to an amount not to exceed 5% of the amount of the
annual budget during any fiscal year for expenditures for which ‘an insufficiemt or no provision is
made in the annual budget. The budget note must be repaid no later than the close of the second
fiscal year succeeding the year in which the note was issued.
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The District may issue Bond Anticipation Notes, in anticipation of proceeds from the subsequent
sale of bonds. These notes are recorded as current liabilities of the funds that will actually recsive
the proceeds from the issuance of bonds. State law requires that BANs issued for capital
purposes be converted to long-term financing within five years aftee the original issue date.

Transactions in short-term debt for the year are summarized bellow:

Beginning Ending
Balance Issued Redeemed Balance

BAN Maturing 7/22/16 at 2.00% $ 2,500,000 $ - $ 2,500,000 $
BAN Maturing 7/22/16 at 1.50% 2,000,000 - 2,000,000
RAN Maturing 6/16/17 at 1.11% 5,000,000 - 5,000,000
RAN Maturing 6/16/17 at 2.00% 4,000,000 - 4,000,000
BAN Maturing 7/21/17 at 0.99% - 8,000,000 - 8,000,000
BAN Maturing 7/21/17 at 2.00% - 9,965,000 - 9,965,000
BAN Maturing 7/21/17 at 1.14% - 13,000,000 - 13,000,000
RAN Maturing 6/28/18 at 2.00% - 9,000,000 - 9,000,000

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

Interest paid $ 198278
Less interest accrued ‘in the prior year (63,161)
Plus interest accrued in the current year 364,478
Total expense $ 499595
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Note 9 — Long-term debt:

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

Amounts
Beginning Ending Due Within

Balance Issued Redesmed Balance One Year

Government activities:

Energy Performance $ 425973 $ $ 136,282 $ 289,691 $ 141,495
Serial Bonds 2008 875,000 - 95,000 780,000 100,000
QZABs 2009 7,880,000 - 950,000 6,930,000 960,000
QZABs2011 6,230,000 . 780,000 5,450,000 810,000
QSCBs 2011 1,900,000 . 185,000 1,715,000 185,000
Serial Bonds 2012 465,000 - 55,000 410,000 55,000
Bus Bond 2012 120,000 - 60,000 60,000 60,000
Serial Bonds 2012 410,000 - 410,000 - -
Bus Bond 2013 130,000 . 40,000 90,000 45,000
Bus Bond 2014 160,000 - 40,000 120,000 40,000
Serial Bonds 2014 1,480,000 - 405,000 1,075,000 415,000
Bus Bond 2015 450,000 - 85,000 365,000 90,000
Bus Bond 2016 - 460,000 - 460,000 85,000
Total bonds payable 20,525,973 460,000 3,241,282 17,744,691 2,986,495

Other liabilities
Compensated absences 884,274 12,553 - 896,827 306,972

Fotal long-term liabilities = $21,410,247 $ 472553 $ 3,241,282 $18 641,518 $ 3,293,467

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

48



Existing serial and statutory bond obligatficms:

Salmon River Central School District

Notes to Einancial Siztiements
June 30,2017

Final Interest Outstanding
Description of issue Issue Date Maturity Rate June 30, 2017
Energy Performance 2003 2018 379% $ 289,691
Serial Bonds 2008 2024 4.25% 780,000
QZABs 2009 2024 11.25% 6,930,000
QZABs 2011 2023 4.00% 5,450,000
QSCBs 2011 2025 0.80% 1,715,000
Serial Bonds 2012 2024 2.00% 410,000
Bus Bond 2012 2017 2.71% 60,000
Serial Bonds 2012 2017 1.50% -
Bus Bond 2013 2018 2.00% 90,000
Bus Bond 2014 2019 1L00% 120,000
Serial Bonds 2014 2020 1.12% 1,975,000
Bus Bond 2015 2020 1.63% 365,000
Bus Bond 2016 2021 1.70% 460,000
$17,744,691
The following is a summary of debt service requirements:
Serial Bonds Other Debt
Principal Interest Principal Interest
Fiscal year ended June 30,
2018 $ 2,525,000 $ 485523 $ 461495 $ BL720
2019 2,580,000 403,807 413,196 14,522
2020 2,455,000 331,227 225,000 7,284
2021 2,280,000 258,358 190,000 3,503
2022 2,340,000 185,295 95,000 891
2023-2027 4,180,000 134,232 - -
2028-2032 = = = -
$16,360,000 $ 1,778,442 $ 11884691 $ 57,920

Other debt consists of the Energy Performance debt, Bus Bond and installiment purchase

obligation.



Salmon River Central School District
Notes to Einancial Stzitements
June 3p,2017

In prior years, the District defeased certain general obligations and other bonds by placing the
proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on
the old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are
not included in the Distiriitt's fiirancial sttetaments. $H1 075 00D affiannds cutstantiing ae
considered diefeased.

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

Interest paid $ 564,869
Amortized bond premium (9,658)
Less interest accrued im the prior year (30,788)
Plus interest accrued in the current year 28,174
amortization of bond costs 37,883
Total expense $ 590,481
Note 10 — Interfund balances and activity:
Interfumd Interfund
Receivable Payable
General Fund $2,377,972 $
Special Aid Fund - 2,334,121
School Lunch Fund - 42,841
Capital Projects Fund - 1,010
Total Government Agencies 2,377,972 2,377,972
Eiduciary Agency Eund - -
Totals $2,377,972 $2,377,972

Interfund receivables and payables, other than between governmental activities and fiduciary

funds, are eliminated on the Statement of Net Position.

The District typically loans resources between funds for the purpose of mitigating the effects of

transient .cash flow issues.

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



Salmon River Central School District
Notes to Einancial Statements
June 30, 2017

Note 11 — Post-employmemnt (health insurance) lbenefits:

The District provides post-employment health insurance coverage to retired employees in
accordamce with the provisions of various employment contracts. The benefit levels, employee
contributions and employer contributions @are grovemed ly tihe Distiitt's comtractus] sayeamants.

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

Currently, no retired employees have elected to use accumulated sick pay to finance health
insurance payments under the Distiricit's giraup gilans.

The District recognizes the cost of providing health insurance annually as expenditures in the
General Fund of the funds financial statements as payments are made. For the year ended June
30, 2017, the District recognized $2,332,162 for its share of insurance premiums for currently
enrolled retirees.

The District has obtained an actuarial valuation report as of June 30, 2017, which indicates that
the total liability for other post employment benefits is $77,034,717, which is reflected in the
Statement ‘of Net Position.

Plan Descriiption

The District participates in the Franklin-Essex-Hamilton BOCES Health Insurance Consortium, &
non-risk-retained public entity risk pool for its employee health and accident insuramce coverage.
The pool is operated for the benefit of 10 individual governmental units located within the pool’s
geographic area and is considered a self-sustaining risk pool that will provide unlimited coverage
for its members per insured event. The pool obtains independent coverage for insured events, and
the District has essentially transferted all related risk to the pool.

Annual OPEB Cost and Net OPEB Obligation

The Distiictt's annual other post-employment benefit (OPEB) cost (expense)) is calculated based
on the annual required contribution of the employer (ARC), an amount actuarially determined in
accordance with the parametens of GASB Statemenit 45. The ARC represents a level of funding
that, iff paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.
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The following table shows the components of the Distrikif's annual OPEB cost for the year, the
amount actually contributed to the plan, and changes in the Distriktt's net OPEB obligation to the
health insurance plan:

Annual required contribution $ 16,033,646
Interest on net OPEB obligation 2,314,619
Adustment to-annual required contribution (4,212,770)
Annual OPEB cost (expense) 14,135,495
Contributions made (3,232,739)
Increase imnet OPEB obligation 10,902,756
Nett OPEB obligation - beginning aff year &5,131,961
Nett OPEB obligation - end of year $ 77,034,717

The Distriitt's annual OPEB cost, the percemtizgee of annual OPEB cost contributed to the plan,
and the net OPEB obligation for 2017 and the two preceding years were as follows (dollar
amounts in thousands):

Percentage of Net OPEB
Annual OPEB Annual OPEB Obligation at
Year End Cost Cost Contributed Year End
6/30/2017 $ 14135495 22 9%o $ 77,034,717
6/30/2016 11,953,752 2276 66,131,961
6/30/2015 11,380,062 22.3%: 56,891,697

Funded Status and Funding Progress

As of the most recent actuarial valuation date, the plan was unfunded. The status as of June 30,
2017, was as follows:

Actuarial valuation date 71172016
Actuarial accrued liability (AAL) $ 144,414,164

Actuarial value of plan assets -
Unfunded actuarial accrued liability (UAAL) $ 144,414,164

Actuarial Value of Assets as a % of the AAL
Covered payrolf {active members) $ 15,813,391

UAAL as a percemtzge of covered payroll 913%
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Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates: are made about the future,

Actuarial Methods and Assumptions

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

In the July 1, 2016, actuarial valuation, the projected unit credit method was used. The actuarial
assumptions included an annual healthcare cost trend rate of 6.5% initially and then reduced by
decremenis to an ultimate rate of 3.84%. Rates included a 3.5% inflation assumption. The
actuarial value of assets was determined using techniques that spread the effects of short-term
volatility in the market value of investments over a 30-year period. The UAAL is being amortized
as a level percentage of projected payroll on a closed basis. The remaining amortization period at
June 30, 2017, was 22 years.

Note 12 — Pension plans:

General imformation:

The District participates in the New York State Teachers” Retirement System (NYSTRS) and the
New York State Employees’ Retirement System (NYSERS). These are cost-sharing multiple
employer public employee retirement systems. The Systems offer a wide range of plans and
benefits, which are related to years of service and final average salary, vesting of retirement
benefits, death, and disability.

Provisions and administratiom:

The New York State Teachers” Retirement Board administers NYSTRS. The System provides
benefits to plan members and beneficiaries as authorized by the Education Law and the
Retirement and Social Security Law of the State of New York. NYSTRS issues a publicly
available financial report that contains financial statements and required supplementary
information for the System. The report may be obtained by writing to NYSTRS, 10 Corporate
Woods Drive, Albany, New York 12211-2395.
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NYSERS provides retirement benefits as well as death and disability benefits. New York State
Retirement and Social Security Law govems obligations of employers and empliogess to
contribute and benefiits to employees. The Systemn issues a publicly available financial report that
includes financial statements and required supplementany informatiom. That report may be
obtained by writing to NYSERS, Governor Alffied! E. Smith State Office Building, Albany, New
York 12244,

Eunding policies:

The Systems are noncontributoiy for employess who joined prior to July 27, 1976. For
employees who joined the Systems after July 27, 1976 and prior to January 1, 2010, @mployees
contribute 3% to 3.5% with the exception of ERS Tier V and VI employees. Employees in the
Systems more than ten years are no longer required to contribute. In addition, employee
contributions under ERS Tier VI vary based on a sliding scale. For NYSERS, the Comptioller
certifies the rates expressed as proportions of members” payroll annually, which are used in
computing the contributions required to be made by employess to the pension accumulation fund.
Pursuant to Article 11 of the Education Law, the New York State Teachers’ Retirement Board
establishes rates annually for NYSTRS.

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

Year TRS ERS
June 30,2017 3 1,649,116 3 581,970
June 30,2016 1,979,814 644,238
June 30, 2015 1,783,169 678,951

Since 1989, the NYSERS billings have been based on Chapter 62 of the Laws of 1989 of the
State of New York. This legislation requires participating employers to make paymemiss on a
current basis, while amortizing existing unpaid amounts relating to the System’s fiscal ‘'years
ending March 31, 1988 and 1989 over a 17-year period, with an 8.75% interest factor added.
Local governmenits were given the option to prepay this liability. The Salmon River Central
School District elected to make the fulll payment.

The State Legislature authorized local governmenis to make available retirement incentive
programs. Nothing was charged to expenditunes in the Governmental Funds in the current fiscal
year.
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Note 13 — Risk mmamagement:

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

The District participates in the Franklin-EssexHamilton BOCES Workers' Compensation
Insurance Consortium, a risk-sharing pool, to insure Workers® Compensation claims. This is a
public entity risk pool created under Article 5 of the Workers’ Compensation Law, to finance
liability and risks related to Workers” Compensation claims. The School District has no liability
as of June 30, 2017.

Note 14 — Contingencies and commitments:

The District has received grants which are subject to audit by agencies of the State and Eederal
governments. Such audits may result in disallowances and a request for a return of funds. Based
upon prior audits, the District's administration eliieves diisedllowanses, iif any, will e immedteridl.

Note 15 — Fund balances:

Portions of fund balances are reserved and not available for current expenses or expenditures, as
reported in the Governmental Funds Balance Sheet.

The main campus capital project fund had a deficit fund balance. This willl be funded when the
District obtains permanent financing for its current construction project.

Note 16 — Use of estimates:

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

Note 17 — Subsequent events:

Subsequentt events have been evaluated through Septemiber 26, 2017, which is the date the
financial statements were available to be issued.
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Salmon River Central School BDistrict
Schedule of Funding Progress - Other Post-Employment Benefits Plan
Eor the Year Ended June 30, 2017

Actuarial

Actuarial Actuarial Accrued Unfunded AAL Covered UAALasa
Valuation Value of Liability (AAL) {UAAL) Funded Payroll percentage: of

Date Assets (in thousands) (in thousands) Ratio (in thousands) Covered Payroll
July 1,2016 $ 144,414 144,414 0.00% § 15,813 913%
July 1,2014 113,375 113,375 0.00% 15,128 749%
July 1,2012 105,314 105,314 0.00% 12,337 854%
July 1,2010 92,081 92,081 0.00% 12,810 719%
July 1,2008 80,178 80,178 0.00% 13,862 578%

See paragrapih on required supplementary information included in auditors’ report. 58



Salmon River Central School Distict
Required Supplememntzry information
Proportionate Share of Net Pension Asset (Liability) -TRS

June 30,2017
Measuremenmtt Date 6/30/14 6/30/15 6/30/16&
District's proportion of the net pensiom asset (liability) 0.071331% 0.072676% 0.076628%
District's proportionate share of the net pension
asset (liability) $ 7945807 $ 7,549,718 $ (820,713)

District's covered payroll $ 10,328,000 $ 10,537,000 $ 117,000
District's proportionate share of the net pensiom asset

(liability} as a % offiits covered employee payroll 76.93% 71.65% 7.52%
Plan fiduciary net position as a % of the

total pension asset (liability) 111.48% 110.46% 99.01%

See paragragth. on required supplementary firftommetion imdiudied in auditor's neport.



Salmon River Central School District

Required Supplementary Information

Proportionate Share of Net Pension Liability-ERS

June 30, 2017

Measuremenit Date 3/31/15 3/31/16 33117
District's proportion of the net pension liability 0.0147195% 0.0149173% 0.0154091%
District's proportionate share of the net pension liability $ 497,261 $ 2,394,270 $ 1447871
District's covered payroll $ 3,796,000 $ 3,759,000 $ 4,019,000
District's proportionate share of the net pension liability

as a % of its covered employee payroll 13.10% 63.69% 36.03%
Plan fiduciary net position as a % of the

total pension liability 97.90% 90.70% 94.70%

See paragrapih on required supplementary information included in auditor's report.
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Salmon River Central School District

Schedule of Change from Adopted Budget to Final Budget and the Real Property Tax Limit

Farr the Year Ended June 30, 2017

CHANGE FROM ADOPTED BUDGET TO REVISED BUDGET
Adopted budget

Adid: Prior year's encumbrances
Original budget

Budget revision

Final budget

SECTION 1318 OF REAL PROPERTY TAX LAW LIMIT CALCULATION

2017-18 voter-approved expenditure budget
Maximum allowed (4% of 2017-18 budget)

General Fund fund balance subject to Section 1318 of Real Property Tax ILaw:

Unrestricted fund balance:
Committed fund balance
Assigned fund balance 650,737
Unassigned fund balance 7,997,435
Total unrestricted fund balance $ 8,648,172
Less:
Appropriated fund balance 637,606
Insurance recovery reserve
Tax reduction reserve
Encumbrances included in committed and assigned fund balance 13,131
Total adjustments $ 650,737

General Fund fund balance subject to Section 1318 of Real Property Tax Law

Actual percentage

See paragraph on supplementary schedules included inauditors’ repont.

$28,948,122

133,063

29,081,185

$29,081,185

$30,851,524
1,234,061

S 7.997435

25.92%
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Salmon River Central School District
Schedule of Revenues and Expenditures for the Mohawk School - General Fund
For the Year Ended June 30, 2017

REVENUES
Charges for services $ 8,677
Use of money and property 1,628
Sale of property and compensation for loss 315
Miscellaneous 99,269
State sources 8924,285
Eederal sources -
Total Revenues 903411 V74~
EXPENDITURES
General support 1,125,082
Instruction 4,770,938
Community services
Employee benefits 2,909,613
Debt service 169,019
Total Expenditures 8974,652
Excess of Revenues Over Expenditures 59,522

OTHER FINANCING SOURCES AND USES

Operating transfer in
Operating transfer out (59,594)
Total Other Sources and Uses (59,594)

Excess (Deficiency) of Revenues and Other Sources
Over Expenditures and Other Uses $ (72)

See paragraph on supplementary schedules included in auditors' report.



Salmon River Central School District
Combined Balance ‘Sheet-Non-Major Governmental Funds
June 30,2017

Total
School Capital Non-Major
Lunch Projects Funds

ASSETS
Cash
Unrestricted $ 20 $ - $ 20
Restricted - . - .
Receivables
Other
Due: from other funds - . - . -
Siate and Federal aid - . . -
Inventories 48,145 - 48,145

Total Assets $ 48,165 3 - $ 48,165

LIABILITIES
Payables
Accounts payable $ - % - 8
Accrued liabilities 1,766 - 1,766
Accrued interest -
Dug to other funds 42,841 - 42 841
Duee to other governments 746 - 746
Notes payable
Bond anticipation - . - . -
Revenue anticipation

Total Liabilities 45353 - 45353

DEFERRED INFLOWS OF RESOURCES
Deferred revenue
Sale of future revenues

Total Deferred Inflows of Resources

FUND BALANCES
Nonspendable 48,145 - 48,145
Restricted
Capital reserve - . - . -
Assigned
Assigned appropriated fund balance 2,812 - 2,812
Assigned unappropriated fund balance -
Unassigned fund balance (48,145) - (48,145)

Total Fund Balances 2,812 2,812

Total Liabilities and Fund Balances $ 48,165 $ 3 48,165

See paragraph on supplementary schedules included in auditors’ repaort.



Salmon River Central School Distriicit
Combined Statement of Revenues, Expenditures and Changes in Fund Equity-Non-Major Governmental Funds
Farr the Year Ended June 30, 2017

REVENUES
Use of money and property
Sale of property and compensation for loss
Miscellaneous
State sources
Eederal sources
Surplus food
Sales - school lunch
Total Revenues

EXPENDITURES
General support
Instruction
Pupil transportation
Employee benefits
Cost of sales
Capital outlay
Total Expenditures
Excess (Deficiency) of Revenues
Over Expenditures

OTHER FINANCING SOURCES
AND USES
Operating transfers in
Operating transfers out
Proceeds from debt
BAN redeemed from appropriations
Total Other Sources and Uses
Excess (Deficiency) of Revenues and Other
Sources Over Expenditures and Other Uses

Fund Balances - Beginmimg) «fyear
Fund Balances - End of year

Non-Major Total
School Capital Non-Major
Lunch Projects Funds
$ 4 8 $ 4
917 = 917
26,936 - 26,936
835,300 - 835,300
71,063 - 71,063
120,513 - 120,513
1,054,733 - 1,054,733
353,682 - 353,682
- 444,008 444,008
364,702 - 364,702
544,122 . 544,122
1,262,506 444,008 1,706,514
(207,773) (444,008) (651,781)
205,398 = 205,398
- (15,992) (15,992)
- 460,000 460,000
205,398 444,008 649,406
(2,375) - (2,375)
5,187 - 5,187
3 2812 § $ 2,812

See paragraph on supplementary schedules included in auditors' report.
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Salmon River Central School District
Investment in Capital Assets, Net of Related Debt

June 30, 2017

Capital assets, net $ 85,501,828

Add:

Unamortized deferred gain on advance refunding of debt 43,160
Unamortized deferred gain on advance refunding of debt 43,160

Deduect:

DRdndtanticipation notes 30,965,000
Boamanticsgapismisrsn bond issuance 30,966,868
Bharhirtaepopiiom Rin ol boatabieiance 2,98661858
Enoa-term portion off bonds payable 14,358,486 48,725,949
Long-term portion of bonds payable 14,758,196 48,725,949

Investment in capital assets, net of related debt $ 36,819,039

See paragraph on supplementary schedules included in auditors' report.



Seyftarth B Seyfterth Cithe, FHE.
564 East Main Street
Malone, NY 12953
(518)483-0880
Carl A. Seyfarth Jr. CPA
Ann E. Seyfarth CPA

Independent Auditors’ Reporton the
Extraclassroom Activity Fund

To the Board of Education
Salmon River Central School District

We have audited the accompanying Statement of Assets and Liabilities Arising From Cash Transactions
of the Extraclassroom Activity Fund of Salmon River Central School District as of June 30, 2017 and the
related notes.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in
accordance with the cash basis of accounting as described in Note 1; this includes determining that the
cash basis of accounting is an acceptable basis for the preparation of the financial statememt in the
circumstances. Management is also responsible for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the financial statemeni that is free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on this financial statement based on our audit. We conducted
our audit in accordance with auditing standardls generally accepted in the United States of America and
the Minimum Program for Audits of Financial Records of New York State School Districts. Those
standards require that we plan and perform the audit to obtain reasonalblle assurance about whether the
financial statement is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures iin
the financial statement. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statement, 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 statement in order to design audit procedusies that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s intermal 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 off the financial sitetement.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit-opinion.

Opinion

In our opinion, the financial statement referred to in the first paragraph presents fairly, in all material
respects, the assets and liabilities of the Extraclassroom Activity Fund of Salmon River Central School
District as of June 30, 2017 im accordance with the cash basis of accounting as described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statement which describes the basis of accounting. The
financial statement is prepared on the cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinion is not modified
with respect to that matter.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the Statement of Assets and Liabilities
Arising From Cash Transactions. The accompamyiing Schedule of Extraclassroom Activity Fund Cash
Receipts, Disbursements and Ending Balances is presented for purposes of additional analysis and is not a
required part of the Statement of Assets and Liabilities Arising From Cash Transactions. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accouunding and other records used to prepare the Statement of Assets and Liabilities Arising
From Cash Transactions. The information has been subjected to the auditing procedures applied in the
audit of the Statement of Assets and Liabilities Arising From Cash Transactions and .certain additional
procedures, including comparing and reconeiling such information directly to the underlying accountimng
and other records used to prepare the Statement of Assets and Liabilities Arising From Cash Tyansactions
or to the Statement of Assets and Liabilities Arising From Cash Transactions itself, and other additional
procedures In accordance with the cash basis of accounting as described in Note L. In our opinien, the
information is falrly stated in all material respects In relation to the Statement of Assets and Lliabilitles
Arising From Cash Transactions.

phaadaat, ¢ Aot ceas, B&.

Seyliadsh & Seyfarth @Rls, P.C.
Malone, NY

September 26, 2017
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Salmon River Central School District
Statement of Assets and Liabilities Arising from Cash Transactions
Extraclassroom Activity Fund
June 30, 2017

Assets

Cash $ 97,768
Liabilities

Extraclassroom Activity Balances $ 97,768

See notes to financial statements - extraclassroom activity fund.



Salmon River Central School District

Schedule of Cash Receipts, Disbursements and Ending Balances -

Activity

Band Club
CBWEP
Chorus
Drama Club
Class of 2017
Class of 2018
Class 0f 2019
Class of 2020
Class of 2021
Class 0f2022
FFA
French Club
Health Club
Mohawk Club
Jr National Honor Society
National Honor Society
Robotics
Spanish Club
STEM - 6th Grade
STEM - 7th Grade
STEM - 8th Grade
Student Council
Student Council Mohawk School
Yearbook Club
Students Who Care
Varsity Club

Total

See notes to financial statements - extraclassroom activity fund.

Extraclassroom Activity Fund
For the Year Ended June 30, 2017

Beginning Ending
Balance Balance
July 1,2016 Receipts Expenditures  June 30,2017
$ 837 % 6250 § 7,078 $ 9

10,931 1,384 1,739 10,576

659 1,256 1,310 605
3,077 3,077 3,590 2,564
7,525 32,520 40,045 :
3,332 12,229 9,033 6,528
4,950 2,288 1,011 6,227
3,393 539 133 3,799
1,707 35,016 27,394 9,329
- 2,957 1,797 1,160
9,214 3,984 6,195 7,003
1,540 479 521 1,498
664 = 95 569
574 6,967 5,493 2,048
880 4,349 4,856 373
747 468 921 294
170 = 170
702 899 389 1,212
363 3,141 3,524 (20)

45 = 45

513 = 10 503
2,832 256 320 2,768
5,439 1,738 2,616 4,561
L,158 7,538 6,127 2,569
2,680 5,621 5,734 2,567
30,393 46,388 45,925 30,856
$ 94325 $ 179344 $ 175901 $ 97,768




Salmon River Central School District
Notes to Financial Statements — Extraclassroom Activity Fund
June 30, 2017

Note 1 - Summary of Significant Accounting Policies

The transactions of the Extraclassroom Activity Funds are not considered part of the reporting entity of
the Salmon River Central School District. Consequentlly, such transactioms are not included in the
combined financial statements of the School District.

The books and records of the Salmon River Central School Districf's Extraclasstoom Activities Funds are

maintained on the cash basis of accounting. Under this basis of ‘accounting, revenues are recognized
when cash is received and expenditures are recognized when cash is disbursed.
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Salmon River Central School District
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2017

Brogram Title

US Department of Education

Passed-through NYS Ediucation Dgpartment:

Title I Cluster:
Title 1 A&D

Title 1 School mprovement

Title 1I Part A

Special Education Cluster:
IDEA-PartB Section 619
IDEA-Part B Section 611

Title VI PartB

Title VII

Innovative Approaches to Literacy
Total US Dept. of Education

US Department of Agriculture
Passed-through NYS Education Department:

Child Nutrition Cluster:
Non-Cash Assistance (foed distribution)
National Schoel Lunch Program
Non-Cash Assistanee Subtetal

Cash Assistance
National School Lunch Program
National School Breakfast Program
Snack Program.for Children
Summer Food Service for Children
Cash Assistance Subtotal

Total US Dept of Agriculture Child Nutrition

Total Federal Awardis

* Major Program

Federal Pass-Through
CFDA Grantor's
Number Number Expenditures
84.010 0021-17-0925 $ 592224
84.010 00111172880 78,126
670,350
84.367 0147-17-0925 89,627
84.173 0033-17-0261 12779
84.027 0032-17-0261 399,357
412136
$4.358 0006-17-0925 23341
$4.060 S060A160399 470,854
84.215 §215G150127 90,103
1,756,411
10.555 n/a 71,063
71,063
14).555 nfa 518,957
10.553 n/a 235,164
10.555 n/a 31,879
10.559 nfa 49,300
835,300
906363

$ 2662774

See nicies to schedule of expenditures of Federal awards.



Salmon River Central School District
Notes to Schedufe of Expenditures of Federal Awards
June 30,2017

Note 1 — Basis of Presentation:

The accompanying schedule of expenditures of federal awards (the Schedule) presents the
activity of federal award programs administered by the District, which is described in Note 1 to
the Distiriigf's accompanying financial statements, for the year ended June 30, 2017. Federal
awards that are included in the schedulle may be received directly from federal agencies, as well
as federal awards that are passed through from other government agencies. The informatiom in
this schedulle is presenmtedi in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrettive Reguirements, Cost Pringijiéss, and Auelit
Reguiremenis of Fedinad/ Awards (Uniform Guidanee). Therefore, some amounts presenigetl in
this schedule may diffr from ameunts presenrdl in, or used in the preparation of, the fiinancial
statements.

Note 2 — Summary of Significant Accounting Policies:

Expenditures reported on the Schedule are reported using the modified accrual basis of
accounting. Such expenditures are recognized following the cost principles contained in the
Uniform Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

Indirect costs may be included in the reported expenditures, to the extent that they are included im
the federal financial reports used as the source for the data presentedi. Certain of the District’s
federal award programs have been charged with indirect costs, based upon a rate establisthei by
New York State. The District has elected not to use the 10% de minimis indirect cost rate allowed
under the Uniforsa Guidance applied to overall expenditures.

Matching costs (the Distriictf's share of certain program costs) are not included in the reported
expenditures. The basis of accounting varies by federal program consistent with the umdenrlying
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 Distictf’s financial rejporting
system.
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Seyftarth & Seyfterth G, BE.
564 East Main Street
Malone, NY 12953

(518) 4&3-0880

Carl A. Seyfarh Jr. CPA
Ann E. Seyfarth CPA

Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordamee With
Governmentt Awditivg Starbiauds's

Independintt Auditor’s Report

To the Board of Education
Salmon River Central School District

We have audited, in accordance with the auditing standards generallly accepted inthe United States of
America and the standards applicable to financial audits contained in Govermwent Auditiing Standards
issued by the Comptroller Generall of the United States, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of Salmon River Central
School District as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise: the Salmon River Central School District’s basic financial
statements and have issued our report thereom dated September 26, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considenszt! Salmom River Central
School District’s internal control over financial reporting (internal control) to detenmine the audit
procedures that are appropriait 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 Salmon
River Central School District’s internal control. Accordingly, we deo not express an opinion on the
effectiveness of Salmon River Central School District’s internal control,

A deficiency in internal control exists when the desigm or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevenit, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity's financial statements wiill not be preventedi, or detected and correctedi on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencizss in internal control that is less
severe than a material weakness, yet important enougih to merit attention by those charged with
governance,
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Our consideration of internal control was for the limited purpose descrifbed! in the first paragraph of this
section and was not desigmesdi to identify all deficiemcigs in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficienciies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Salmon River Central School District’s financial
statements are free frome material misstatementt, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncomplianmce 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 instances of noncompliancs: or other
matters that are required to be reported under Government Auditiag Standards and which are descrilbed in
the accompanyiing schedule of findings and guestionrd costs as item 2017-001.

Salmon River Central School District’s Response to Findings

Salmon River Central School District’s response to the findings identified in our audit is descritbedl in the
accompanyimg schedule of findings and questiomesti costs. Salmon River Central School District's
response was not subjected to the auditing procedures applied in the audit of the financial statements, and,
accordingly, we express no opinion on it.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiixenesss of the District'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 District’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Seyfrl} & Seyfarth cpksl)p.c.
Malone, NY

September 26, 2017
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Seyftarth & Seyfterth Cie, BE.
564 East Main Street
Malone, NY 12953
(518)483-0830
Carl A. Seyfanth Jr. CPA
Ann E. Seyfarth CPA

Report on Compliance For Each Major Federal Program; Report on Internal Control Ovear
Compliance; and Report on Schedule of Expenditures of Federal Awards Required by the Uniform
Guidance

Independentt Auditor’s Report

To the Board of Education
Salmon River Central School District

Report on Compliance for Each Major Federal Program

We have audited Salmon River Central School District’'s compliance with the types of compliance
requirements descrithed! in the OMB Compliance Supplement that could have a direct and material effect
on each of Salmon River Central school District’s major federal programs for the year ended! June 30,
2017. Salmon River Central School District’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned! costs.

Managerents Besponsibility

Managementt is responsible for compliance with the requirementss of laws, regulations, contracts, and
grants applicable to its federal programs.

Aerdiior''s Responsibility

Qur responsibility is to express an opinion on compliance for each of Salmon River Central School
District’s major federal programs based on our audit of the types of compliance requirementis 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
Audiiiing; Standards, issued by the Comptroller General of the United States; and the audit requiremnents of
Title 2 U.S. Code of Fedesall Regulations Part 200 Uniform Adminiswveiive Requirements, Cost Prirciples,
and Audht Requirements of Fedinal/ Awerds (Uniformn 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 requiremenis: referred to above that could have a direct and
material effeet on a major federal program occurfed. An audit includes examining, on a test basis,
evidence about Salmom River Central Schoel Distriet's compliance with those requiiemens and
performing sueh other procedures as we consideied necessary in the ciumstances.

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 Salmon River Central
School Distriicif's compliance.
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Opinion on Eexth Major Federal Program

In our opinion, Salmon River Central School District complied, in all material respects, with the types of
compliance requirements referred to abowe that could have a direct and material effect on each of its
major federal programs for the year ended June 30, 2017.

Report on Internal Contrel Over Complitamos

Management of Salmon River Central School District is responsiblie for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Salmon River Central School District’s
internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing proceduies that are appropiiate in the
circumstances for the purpose of expressing an opinion on compliance for each major fedesall program
and to test and report on internal control over compliance in accordance with the Unifoim Guidance, but
not for the purpose of expressing an opinion on the effectivennasss of Internal control over eompliance.
Accordingly, we do not express an epinion on the effectivenasss of Salmen River Central Seheel District’s
internal contrel over complianee.

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

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 identifly any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requiremenis of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.
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Report on Schediule aff Expentiitures off Federal Awards Reguired iy the Umiform Guiidiance

We have audited the financial statements of the govermmemtel activities, each major fund, and the
aggregate remaining fund information of Salmon River Central School District as of and for the year
ended June 30, 2017, and the related notes to the financial statements, which collectively comprise
Salmon River Central School District’s basic financial statements. We issued our report thereon dated
September 26, 2017, which contained unmodified opinions on those financial statements. Our audit was
conducted for the purpose of forming opinions on the financial statements that collectively comprise the
basle financial statements. The accompanying schedule of expenditures of federal awards is presented for
purpeses of additional analysis as reguired by the Unifotmn Guidanee and is net a regquired part of the
basie financial staternents. Sweh infermation is the respensibility ef management and was derived from
and relates direstly te the underlying accounidng and ether reeerds used te prepare the basie finaneial
statements. The infarmation has been subjested te the auditing presedurss applied in the audit of the
finaneial staternents and eerain additienal precedures, ineluding eemparing and reeeneiling sueh
infermation direstly te the underlying accounting and other reeerds used te prepare the basic finaneial
statements oOf 16 the basie financial staiemenis themselves, and sther additional preeedurss in aceerdanes
with audiiing standards generally aceepted if the United Stales of America. In Qur epinien, He sehedule
of expenditures of federal awards Is faitly stated iR alf material respeets iR relation i6 the basie finanelal
staternents &5 2 whele:

A 4 }A (PAs,?.C .
Seyfaith & Seyfarth .
Malone, NY

September 26, 2017
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Salmon River Central School District
Schedule of Eindings and Questioned Costs
Eor the Year Ended June 30, 2017

Section I - Summary of Auditors' Results

Einancial Statements

Type of auditors' report issued:

Internal Control over financial reporting:
Material weakness identified?

Significant deficiencies identified?
Noncompliance material to financial statements noted?

FEederall Awards

Internal control over major jprograms:
Material weakness identified?

Significant deficiencies identified?

Type of auditors' report issued on compliance
for major federal jprograms

Any audit findings disclosed that are required to
be reported in accordance with 2 CEFR
200.516(a)

Identification of major federal programs:
CEDA Numbers

84.010
Dollar Threshhold used to distinguish
between type A and type B programs

Auditee qualified as low-risk auditee?

Unmodified

Yes X No

Yes X None reported

Yes X No

Yes X No

Yes X None reported
Unmodified

Yes X No

Name of Federal Program or Cluster

Title 1 Cluster

$ 750,000

Yes No




Salmon River Central School Bistrict
Schedulle of Findings and Questioned Costs
Fair the Year Ended June 30, 2017

Section 1§ — Financial Statememt Findings

2017-001 Fund Balance

Criteria: New York State Real Property Tax Law requires school districts to maintain their
unrestricted fund balance at or below 4 percent of the ensuing year’s appropriations.

Condition: The portion of the Distridtf's fund balance subject to the New York State Real
Property Tax Law limit exceeded the amount aflowable.

Context: This is a repeat finding for the past several years. The unrestricted fund balamce at June
30, 2017 is approximately $6.76 million over the limit.

Effect: Funds were not used ina manner that benefitted taxpayers such as increasing legally
adopted reserves, paying off debt and reducing property taxes.

Cause: The District adopted budgets with appropriations which exceeded the actual amounts
needed.

Recommendation: We recommend that the District keep in mind the 4% rule when preparing
future budgets.

Management"s Response: The Administration will continue to work with the Board of
Education to prudently bring the Districtf's fund balance into compliance with the Real Property
Law 1318.

In the 2014-15 school year, the District received a one-time aid adjustmemt for the Native
American Tuition. The District brought a miscalculation to the attention of NWSS and worked for
several years to have the formula corrected. In June 2014, NY'S agreed! to pay the District for
previous years with an amended formula. This resulted in the District adding $5,124,072 to the
fund balance due to the timing of the payments.

The District did not know the State was goingto approve the formula change during the
budgeting for the 2015-16 school year, so it was not included in the budget. During the year, the
District did work to start replacing equipment and utilize one-time purchases to start bringing the
fund balance back down.

In the coming school year, the District plans to continue looking into one-time purchases of
programs and equipment. The District willl also work with the Board to look at reducing future

debt payments.
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Salmon River Central School Bistrict
Schedule of Eindings and Questioned Costs
Forr the Year Ended June 30, 2017

Section Hl — Federal Award Findings and Questionzdl Costs

None noted



Salmon River Central School District
Schedule of Prior Year Audit Findings
June 30, 2017

2016-001 Fund Balance
Status — Not Corrected
See 2017-001



