


















































































































































































































































WATERTOWN CITY SCHOOL DISTRICT

NOTES TO AUDITED BASIC FINANCIAL STATEMENTS
June 30, 2018

NOTE 13 - POSTEMPLOYMENT (HEALTH INSURANCE)
BENEFITS - Continued

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended June 30, 2018, the District recognized negative OPEB expense of $6,948,849.
At June 30, 2018, the District reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

Deferred
Outflows of Deferred Inflows
Resources of Resources
Changes of Assumptions or Other Inputs $ - $ 19,497,211
Benefit Payments Subsequent to the Measurement Date 4,315,731 -

$ 4,315,731 $ 19497211

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
OPEB will be recognized in OPEB expense as follows:

Fiscal Year Ending June 30,

2019 $  (2,702,671)
2020 (2,638,592)
2021 (2,638,592)
2022 (2,567,546)
2023 (2,454,859)
Thereafter (6,494,951)

$ (19,497,211)
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WATERTOWN CITY SCHOOL DISTRICT

NOTES TO AUDITED BASIC FINANCIAL STATEMENTS
June 30, 2018

NOTE 14 - RISK MANAGEMENT

General

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

Consortiums and Self-Insured Plans

The District participates in the Jefferson-Lewis Et. Al. School Employees’ Healthcare Plan, a non-
risk-retained public entity risk pool for its employee health and accident insurance coverage. The
pool is operated for the benefit of 16 individual governmental units located within the pool’s
geographic area and is considered a self-sustaining risk pool that will provide coverage for its
members up to $750,000 per insured event. The pool obtains independent coverage for insured
events in excess of the $750,000 limit and the District has essentially transferred all related risk to

the pool.

The District participates in the Black River Valley Schools Workers® Compensation Plan, 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 District’s share of the liability for unbilled and open claims
is $-0-.

NOTE 15 - COMMITMENTS AND CONTINGENCIES

The District has received grants, which are subject to audit by agencies of the State and Federal
governments. Such audits may result in disallowances and a request for a return of funds. Based
on prior years” experience, the District’s administration believes disallowances, if any, will be
immaterial.

NOTE 16 — TAX ABATEMENTS

The District receives revenue through a number of Payment in Lieu of Taxes (PILOT) agreements
with various local businesses and housing developments. The PILOT agreements were granted by
either the Jefferson County Industrial Development Agency or directly by the municipalities where
the properties are located. The purpose of the PILOT agreements is to provide real property tax
abatement for value added construction on renovations.
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WATERTOWN CITY SCHOOL DISTRICT

NOTES TO AUDITED BASIC FINANCIAL STATEMENTS

June 30, 2018

NOTE 16 - TAX ABATEMENTS - Continued

For the fiscal year ended June 30, 2018, the District’s portion of the Pilots was approximately
$322,000 and the District abated the following taxes:

Assessed School PILOT School Y%

Owner Name Value Taxable Payment | Abatement | Abated | Start Date |End Date
JCIDA - WICLDC $1,374,000 $0 $8,941 $5,235 37% 2017 2025
JCIDA - Stream $4,488,600 $0 $46,311 $0 0% 2003 2017
JCIDA - Roth Industries $1,794,300 $0 $13,884 $4,628 25% 2006 2020
JCIDA - Woolworth
Watertown LLC $2,708,800 50 $3,675 $24,273 87% 2015 2029
JCIDA - New York
Airbrake $960,000 $0 $2,476 $7,429 5% 2017 2032
JCIDA - Current
Applications $435,700 50 $1,124 $3,371 75% 2016 2030
JCIDA - Rail Spur $60,000 $0 $0 5619 100% 2006 none
JCIDA - Stebbins
Engineering $307,100 $0 $0 $3.168 100% 1997 2016
JCIDA -COR $7,129,000 $0 $29,640 $74,783 2% 2015 2025
JCIDA - Morgan $22,733,800 $0  $117,277 $166,498 5% 2015 2030
Watertown Housing
Authority $19,873,900 $66,700 $60,296 $144,063 70%  various none
HKBBE Apartments $11,258,300 $0 $0 $116,156 100% 2017 2058
Brighton Apartments $871,900 $0 $4,774 $4,222 47% 1991 2016
Bugbee Housing $1,589,200 £0 $0 $16,396 100% 1987 2016
Olympic Apartments $1,457,300 $0 $4.641 $10,395 69% 1991 2016
Creekwood Housing
Development Fund
Company Inc $3,024,200  $186,600 $0 $29,277 94% 2013 2022
Creekwood Il Housing
Development Fund
Company Inc $5,809,800  $226,000 $0 $57.610 96% 2014 2023
Creekwood Housing
Development Fund
Company Inc $2,188,300  $183.700 $0 $20,682 92% 2013 2022
Curtis Apartments Assoc $2,121,300 $0 $7,760 $14,126 65% 1978 2018
Watertown Associates $4,887,350 $0 $21,340 $29.085 58% 1982 2021
Totals $95,072,850  $663,000 $322,138 $732,017
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WATERTOWN CITY SCHOOL DISTRICT

NOTES TO AUDITED BASIC FINANCIAL STATEMENTS
June 30, 2018

NOTE 17 - RESTATEMENT OF NET POSITION

Due to the District’s implementation of GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions, a one-time prior-period adjustment
of $109.,447,466 must be made to the beginning net position to reflect the transition from GASB
45 to GASB 75 as of July 1, 2017. The impact of this change does not flow through the annual
OPEB expense calculation. The following details the change in the District’s beginning of year
net position due to the GASB 75 implementation:

Net Position Beginning of Year, as Previously Stated § (4,426,570)

GASB Statement No. 75 Adjustments

Net Increase in Total OPEB Liability - GASB 75 Implementation (113,438,232)

Deferred Outflows at July 1, 2017 - Benefit Payments Subsequent to

Measurement Date 3,990,766
Net Position Beginning of Year, as Restated $ (113,874,036)

NOTE 18 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through September 28, 2018, which is the date of the
issuance of the financial statements.
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WATERTOWN CITY SCHOOL DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN THE DISTRICT’S TOTAL OPEB LIABILITY AND RELATED

RATIOS
Year Ended June 30, 2018

Total OPEB Liability

Service Cost $ 5,842,834

Interest 5,421,746

Changes in Assumptions or Other Inputs (19,497,211)
Benefit Payments (3,990,766)
Net Change in Total OPEB Liability (12,223,397)
Total OPEB Liability - Beginning 181,828,772

Total OPEB Liability - Ending $ 169,605,375

Covered Payroll $ 29,928,969

Total OPEB Liability as a Percentage of Covered Payroll 566.69%

10 years of historical information will not be available upon implementation. An additional year of
historical information will be added each subsequent year of implementation until 10 years of historical

data is available.

See paragraph on supplementary schedules included in independent auditor’s report.
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SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET (NON-GAAP BASIS) AND ACTUAL - GENERAL FUND
Year Ended June 30, 2018

Original Final
Budget Budget
REVENUES
Local Sources
Real Property Taxes $ 15,709,725 $ 14,198,915
Other Tax Items 1,381,465 2,892,275
Charges for Services 170,900 170,900
Use of Money and Property 34,398 34,398
Sale of Property and Compensation for Loss 16,500 16,500
Miscellaneous 431,800 431.800
Total Local Sources 17,744,788 17,744,788
State Sources 40,814,760 40,814,760
Federal Sources 380.000 380,000
Total Revenues 58.939.548 58,939,548
OTHER FINANCING SOURCES
Transfers from Other Funds 250,000 250,000
Total Revenues and Other Financing Sources 59,189,548 59.189.548
EXPENDITURES
General Support
Board of Education 26,701 26,701
Central Administration 290,285 290,285
Finance 552,069 552,069
Staff 346,835 346,835
Central Services 5.353.512 5,353,510
Special Items 958,348 958,348
Total General Support 7527750 7,527,748
Instruction
Instruction, Administration and Improvement 2,588,585 2,598,585
Teaching-Regular School 20,160,409 20,060,409
Programs for Children with Handicapping Conditions 6,148,092 6,148,092
Teaching - Special School 470,598 470,598
Occupational Education 2,204,310 2,204,310
Instructional Media 1,993,302 1,993,304
Pupil Services 2.492 857 2.600.657
Total Instruction 36,058,153 36.075.955
Pupil Transportation 4,520,892 4,503,092
Employee Benefits 18,222,931 18,222.931
Debt Service 4,657,384 4,657,384
Total Expenditures 70,987,110 70,987,110
OTHER FINANCING USES
Transfers to Other Funds 105,000 105.000
Total Expenditures and Other Financing Uses 71,092,110 71,092,110
Net Change in Fund Balance (11,902,562) (11,902,562)
Fund Balance - Beginning 22,889,597 22.889.,597
Fund Balance - Ending 3 10.987.035 $ 10.987.035
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WATERTOWN CITY SCHOOL DISTRICT

Final Budget
Variance With
Actual Actual
$ 14,201,372 $ 2,457
3,075,492 183,217
229,252 58,352
70,479 36,081
281,933 265,433
729.150 297,350
18,587,678 842,890
42,421,917 1,607,157
313.046 (66.954)
61.322.641 2.383.093
250.000 -
61.572.641 5 2.383.093
Final Budget Variance
Year-End with Actual And
Encumbrances Encumbrances
9815 $ - $ 16.886
255,856 - 34,429
458,118 - 93,951
278,087 - 68,748
3,898,311 9,811 1,445,388
8905.905 - 62,443
5.796,092 9.811 1,721,845
2,073,004 - 525,581
17,950,306 25,568 2,084,535
5,403,271 - 744,821
149,758 - 320,840
2,084,786 - 119,524
1,739,710 - 253,594
2,256.710 - 343,947
31.657.545 25.568 4,392,842
3,578,104 - 924,988
16,273,892 - 1,949,039
4.419.569 - 237.815
61,725,202 35,379 9,226,529
49.722 - 55,278
61.774924 5.379 =$; 9.281.807
(202,283)
22,889,597
$ 22.687.314

Note to Required Supplementary Information Budget Basis of Accounting: Budgets are adopted on the modified accrual basis of accounting consistent
with accounting principles generally accepted in the United States of America.

See paragraph on supplementary schedule included in independent auditor’s report.
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WATERTOWN CITY SCHOOL DISTRICT

SCHEDULE OF DISTRICT’S PROPORTIONATE SHARE OF THE NET PENSION ASSET (LIABILITY) - NYSLRS PENSION PLAN

LAST FOUR FISCAL YEARS
Ended June 30, 2018

2018
Teachers' Retirement System (TRS)

District's Proportion of the Net Pension Asset (Liability) 0.146169%

2017

0.142023%

2016

0.147088%

2015

0.150523%

District's Proportionate Share of the Net Pension Asset (Liability) $ 1,111,029 $ 032L13L) § 15271757 $ 16,767,331
District's Covered Payroll $ 23,162,957 $ 21915656 § 22,121,967 § 22,234,730
District's Proportionate Share of the Net Pension Asset (Liability) as a

Percentage of its Covered Payroll 4.80% 6.94% 69.06% 75.41%
Plan Fiduciary Net Position as a Percentage of the Total Pension Asset

(Liability) 100.66% 99.01% 110.46% 111.48%

Employees' Retirement System (ERS)

District's Proportion of the Net Pension Asset (Liability) 0.0194381% 0.0178569% 0.0192270% 0.0189420%
District's Proportionate Share of the Net Pension Asset (Liability) $ (627,352) § (1,677,873) § (3,199,004) § (639,906)
District's Covered Payroll $ 5647489 $ 5197849 § 5223625 § 5,398,372
District's Proportionate Share of the Net Pension Asset (Liability) as a

Percentage of its Covered Payroll 11.11% 32.28% 61.24% 11.85%
Plan Fiduciary Net Position as a Percentage of the Total Pension Asset

(Liability) 98.24% 04.70% 90.68% 97.95%

10 years of historical information was not available upon implementation. An additional year of historical information will be added each subsequent

year of implementation until 10 years of historical data is available.

See paragraph on supplementary schedule included in independent auditor’s report.
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SCHEDULE OF DISTRICT’S CONTRIBUTIONS — NYSLRS PENSION PLAN

LAST FOUR FISCAL YEARS
Ended June 30, 2018

Teachers' Retirement System (TRS)
Contractually Required Contribution

Contributions in Relation to the Contractually Required Contribution

Contribution Deficiency (Excess)

District's Covered Payroll

Contributions as a Percentage of Covered Payroll
Employees' Retirement System (ERS)

Contractually Required Contribution

Contributions in Relation to the Contractually Required Contribution

Contribution Deficiency (Excess)
District's Covered Payroll

Contributions as a Percentage of Covered Payroll

WATERTOWN CITY SCHOOL DISTRICT

2018 2017 2016 2015
$ 2,714,699 2,906,016 3,873,186 3,741,295
2,714,699 2,906,016 3,873,186 3,741,295
$ = = = =
$ 23,162,957 21,915,656 22,121,967 22,234,730
11.72% 13.26% 17.51% 16.83%
$ 826,463 783,160 905,777 1,043,107
826,463 783,160 905,777 1,043,107
$ - . & -
$ 5,647,489 5,197,849 5,223,625 3,398,372
14.63% 15.07% 17.34% 19.32%

10 years of historical information was not available upon implementation. An additional year of historical information will be added each subsequent

year of implementation until 10 years of historical data is available.

See paragraph on supplementary schedule included in independent auditor’s report.
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WATERTOWN CITY SCHOOL DISTRICT
SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGE FROM ADOPTED BUDGET TO FINAL BUDGET AND THE REAL
PROPERTY TAX LIMIT - GENERAL FUND
Year Ended June 30, 2018

CHANGE FROM ADOPTED BUDGET TO FINAL BUDGET

Adopted Budget $ 71,072,662
Add: Prior Year's Encumbrances 19,448
Original Budget 71,092,110
Budget Revision =
Final Budget $ 71,092,110

SECTION 1318 OF REAL PROPERTY TAX LAW LIMIT CALCULATION

2018-19 Voter Approved Expenditure Budget $ 74,248,652
Maximum Allowed 4% of 2018 - 2019 Budget $ 2,969,946

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

Unrestricted Fund Balance:

Assigned Fund Balance $ 11,918,493

Unassigned Fund Balance 6,302,699

Total Unrestricted Fund Balance 18,221,192

Less:

Appropriated Fund Balance 11,883,114

Encumbrances Included in Assigned Fund Balance 35,379

Total Adjustments 11,918,493
General Fund Balance Subject to Section 1318 of Real Property Tax Law $ 6,302,699
Actual Percentage 8.49%

See paragraph on supplementary schedule included in independent auditor’s report.
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WATERTOWN CITY SCHOOL DISTRICT
T e ey ——— e e e e e e e s T e e ey

SCHEDULE OF CAPITAL PROJECTS FUND - PROJECT EXPENDITURES AND FINANCING RESOURCES
Year Ended June 30, 2018

Expenditures

Methods of Financing
BANS Fund

Redeemed Proceeds Balance

Original Revised Prior Current Unexpended From of State Local (Deficit)

PROJECT TITLE Appropriation  Appropriation Years Year Total Balance Appropriations Obligations Aid Sources Total 6/30/2018
Press Box/Maint Bldg $ 602,350 § 813,660 § 801881 § 26392 % 828273 3 (14.613) § - § - 3 - $ 3 (828,273)
Additions & Renovations 11,969,797 11,758,487 2,008,046 6,229,827 8,237,873 3,520,614 - - - $  (8,237,873)
Total $ 12,572,147 § 12,572,147 $ 2809927 $ 6256219 § 9066146 § 3506001 § $ - 8 $ $  (9,066,146)

See paragraph on supplementary schedule included in independent auditor’s report.
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WATERTOWN CITY SCHOOL DISTRICT

COMBINED BALANCE SHEET - NON-MAJOR GOVERNMENTAL FUNDS
June 30, 2018

School Debt Total
Food Service Service Non-Major
Fund Fund Funds
ASSETS
Cash and Cash Equivalents
Unrestricted $ 807,850 § - $ 807,850
Restricted - 1,249,813 1,249,813
Receivables
Due From Other Funds 2,316 167,150 169,466
Due From Other Governments 9,559 - 9,559
State and Federal Aid Receivable 151,365 - 151,365
Inventories 74,497 - 74,497
TOTAL ASSETS $ 1,045,587 $ 1,416,963 $ 2,462,550
LIABILITIES
Payables
Accounts Payable $ 2,634 § - $ 2,634
Accrued Liabilities 30,178 - 30,178
Due to Other Funds 141,179 - 141,179
Due to Other Governments 66 - 66
TOTAL LIABILITIES 174,057 - 174,057
FUND BALANCES
Nonspendable 74,497 - 74,497
Restricted - 1,416,963 1,416,963
Assigned 797,033 - 797,033
Total Fund Balances 871,530 1,416,963 2,288,493
TOTAL LIABILITIES AND
FUND BALANCES $ 1,045,587 $ 1,416,963 $ 2,462,550

See paragraph on supplementary schedule included in independent auditor’s report.
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WATERTOWN CITY SCHOOL DISTRICT

NET INVESTMENT IN CAPITAL ASSETS
Year Ended June 30, 2018

Capital Assets, Net $ 65,682,397
Add:

Deferred Charge on Refunding 222,205
Deduct:

Bond Anticipation Note $ 12,572,147

Less: Unspent Ban Proceeds (3,506,001)

Premium on Bonds Payable 3,010,506

Short-Term Portion of Bonds Payable 3,330,000

Long-Term Portion of Bonds Payable 21,765,000 37.171.652
Net Investment in Capital Assets $ 28,732,950

See paragraph on supplementary schedule included in independent auditor’s report.
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BOWERS MPANY
CPAS PLLL

CERTIFIED PUBLIC ACCOUNTANTS - BUSINESS CONSULTANTS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

TO THE BOARD OF EDUCATION
WATERTOWN CITY SCHOOL DISTRICT

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities, each major fund, and the aggregate remaining fund information of the
Watertown City School District as of and for the year ended June 30, 2018, and the related notes
to the financial statements, which collectively comprise the Watertown City School District’s basic
financial statements and have issued our report thereon dated September 28, 2018.

Internal Control Over Financial Reporting

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

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

120 Madison Street, 1700 AXA Tower II, Syracuse, NY 13202 Phone: 315.234.1100 = Fax: 315.234.1111
1120 Commerce Park Drive East, Watertown, NY 13601 Phone: 315.788.7690 Fax: 315.788.0966

www.bcpllc.com



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

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

&«Mf/ @/0/@7

Watertown, New York
September 28, 2018
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BOWERS& OMPANY
CPaAs PLLC.

CERTIFIED PUBLIC ACCOUNTANTS - BUSINESS CONSULTANTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

TO THE BOARD OF EDUCATION
WATERTOWN CITY SCHOOL DISTRICT

Report on Compliance for Each Major Federal Program

We have audited Watertown City School District’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material
effect on each of Watertown City School District’s major federal programs for the year ended June
30, 2018. Watertown City 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.

Management’s Responsibility

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

Auditor’s Responsibility

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

120 Madison Street, 1700 AXA Tower I, Syracuse, NY 13202 Phone: 315.234.1100 - Fax: 315.254.1111
1120 Commerce Park Drive East, Watertown, NY 13601 Phone: 315.788.7690 Fax: 315.788.0966
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We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Watertown City
School District’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Watertown City School District complied, in all material respects, with the
types of compliance requirements referred to above that could have a direct and material effect on
each of its major federal programs for the year ended June 30, 2018.

Report on Internal Control Over Compliance

Management of Watertown City School District is responsible 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 the Watertown City
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 procedures
that are appropriate in the circumstances for the purpose of expressing an opinion on compliance
for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the Watertown City School District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement 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
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 to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

:ﬁ«w—«q;/ aa/a/ﬁ»_’j

Watertown, New York
September 28, 2018
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WATERTOWN CITY SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2018
Agency or
CFDA Pass-Through
FEDERAL GRANTOR/PASS-THROUGH GRANTOR Number Number Expenditures
PROGRAM TITLE
U. 8. Department of Education
Passed-Through NYS Education Department:
Title 1 Grants to Local Educational Agencies 84.010 0021-17-1205 § 65,706
Title I Grants to Local Educational Agencies 84.010 0011-17-2577 3,139
Title I Grants to Local Educational Agencies 84.010 0021-18-1205 1,585,330
Title I Grants to Local Educational Agencies 84.010 0011-18-2577 21.033
Total Title | Grants to Local Educational Agencies 1,675,208
Special Education Cluster:
Special Education - Grants to States (IDEA, Part B) 84.027 0032-18-0323 1,102,098
Special Education - Preschool Grants (IDEA Preschool) 84.173 0033-18-0323 44,125
Total Special Education Cluster 1,146,223
Preschool Development Grants 84.419 8120-17-1004 1,735,143
Improving Teacher Quality State Grant 84.367 0147-17-1205 9,898
Improving Teacher Quality State Grant 84.367 0147-18-1205 181,261
Total Improving Teacher Quality State Grant 191,159
English Language Acquisition State Grants 84.365 0293-18-1205 410
Total English Language Acquisition State Grants 410
Total Passed Through NYS Education Department 4,748,143
Direct Program:
Impact Aid 84.041 199,333
Total Direct Programs from U.S. Departinent of Education 199,333
Total U.S. Department of Education 4,947,476
L. S. Department of Defense
Direct Programs:
Competitive Grants: Promoting K-12 Student
Achievement at Military Connected Schools 12.556 484,252
Total Direct Programs from U.S. Department of Defense 484,253
Total U.S. Department of Defense 484,253
U. S. Department of Agriculture
Passed-Through NYS Education Department:
Child Nutrition Cluster:
Non-Cash Assistance (Food Distribution)
National School Lunch Program 10.555 152,291
Non-Cash Assistance Subtotal 152,291
Cash Assistance
School Breakfast Program 10.553 506,587
National School Lunch Program 10.555 1,452,859
Summer Food Service Program 10.559 90,303
Cash Assistance Subtotal 2,049,749
Total Child Nutrition Cluster 2,202,040
Total Passed Through NYS Education Department 2,202,040
Total U.S. Department of Agriculture 2,202,040
Total Federal Assistance $ 7,633.769

See paragraph on supplementary schedules included in independent auditor’s report and accompanying
notes to schedule of expenditures of federal awards.
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WATERTOWN CITY SCHOOL DISTRICT

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2018

NOTE 1 - SUMMARY OF CERTAIN SIGNIFICANT
ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards presents the activity of federal
award programs administered by the District, which is described in Note 1 to the District’s
accompanying financial statements using the modified accrual basis of accounting. Federal awards
that are included in the schedule may be received directly from federal agencies, as well as federal
awards that are passed through from other government agencies. The information is presented in
accordance with the requirements of Title 2 Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the financial statements.

Indirect costs may be included in the reported expenditures, to the extent that they are included in
the federal financial reports used as the source of the data presented.

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

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

The amounts reported as federal expenditures were obtained from the federal financial reports for
the applicable programs and periods. The amounts reported in these reports are prepared from
records maintained for each program, which are reconciled with the District’s financial reporting
system.

The District has elected to use the 10 percent de minimis indirect cost rate as allowed under the
Uniform Guidance.

NOTE 2 - SUBRECIPIENTS

No amounts were provided to subrecipients.
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WATERTOWN CITY SCHOOL DISTRICT

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2018

NOTE 3 - OTHER DISCLOSURES

No insurance is carried specifically to cover equipment purchased with federal funds. Any
equipment purchased with federal funds has only a nominal value and is covered by the District’s
casualty insurance policies.

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

NOTE 4 - NON-MONETARY FEDERAL PROGRAM

This District is the recipient of a federal award program that does not result in cash received or
disbursed. The District was granted $152,291 of commodities under the National School Lunch
Program (CFDA 10.555).

At June 30, 2018, the District had food commodities totaling $16,995 in inventory.
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WATERTOWN CITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2018

NOTE A - SUMMARY OF AUDITOR’S RESULTS

1.

The auditor’s report expresses an unmodified opinion on the basic financial statements of
Watertown City School District.

No significant deficiencies were disclosed during the audit of the basic financial statements
of Watertown City School District.

No instances of noncompliance material to the financial statements of Watertown City
School District, which would be required to be reported in accordance with Government
Auditing Standards, were disclosed during the audit.

No significant deficiencies were disclosed during the audit of the major federal award
programs of Watertown City School District.

The auditor’s report on compliance for the major federal award programs for Watertown
City School District expresses an unmodified opinion on all major federal programs.

There were no audit findings required to be reported in accordance with 2 CFR section
200.516(a) related to the major federal award programs for Watertown City School
District.

The Programs tested as major programs include:

U.S. Department of Education:

Preschool Development Grants 84.419
Title I Grants to Local Educational Agencies 84.010
Impact Aid 84.041

The threshold for distinguishing between Types A and B programs was $750,000.

Watertown City School District was determined NOT to be a low-risk auditee.

NOTE B - FINDINGS - FINANCIAL STATEMENT AUDIT

There were no findings to report.

NOTE C - FINDINGS AND QUESTIONED COSTS - MAJOR
FEDERAL AWARD PROGRAMS AUDIT

There were no findings to report.
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WATERTOWN CITY SCHOOL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
June 30, 2018

NOTE A - FINDINGS - FINANCIAL STATEMENT AUDIT

There were no prior year audit findings.

NOTE B - FINDINGS - MAJOR FEDERAL AWARD PROGRAMS
AUDIT

There were no prior year audit findings.
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INDEPENDENT AUDITOR’S REPORT ON EXTRA CLASSROOM ACTIVITY FUNDS

TO THE BOARD OF EDUCATION
WATERTOWN CITY SCHOOL DISTRICT

Report on the Financial Statement

We have audited the accompanying statement of cash receipts and disbursements of the Extra
Classroom Activity Funds of Watertown City School District for the year ended June 30, 2018,
and the related note to the financial statement.

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in 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 procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statement.

120 Madison Street, 1700 AXA Tower |l, Syracuse, NY 13202 Phone: 315.234.1100 - Fax: 315.234.1111
1120 Commerce Park Drive East, Watertown, NY 13601 Phone: 315.788.7690 Fax: 315.788.0966
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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 statement of cash receipts and disbursements of Extra Classroom Activity
Funds of Watertown City School District for the year ended June 30, 2018, in accordance with the
cash basis of accounting described in Note 1.

Basis of Accounting
We draw attention to Note 1 of the financial statement, which describes the basis of accounting.
This 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.

ﬁ,«%{/ 4’?@;:7

Watertown, New York
September 28, 2018
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WATERTOWN CITY SCHOOL DISTRICT

EXTRA CLASSROOM ACTIVITY FUNDS - STATEMENT OF CASH RECEIPTS AND
DISBURSEMENTS

Year Ended June 30, 2018
Cash Balance Cash Cash Cash Balance
Account Name 7/1/2017 Receipts Disbursement 6/30/18

CLASS OF:

2018 $ 8,723 $ 23,663 $ 32,386 $ -

2019 4,001 3,225 2,324 4,902

2020 3,921 990 460 4,451

2021 - 6,300 - 6,300
Art Club 292 682 177 798
Band 5,481 450 3,927 2,004
Book Club 101 - - 101
Business Club 1,637 200 500 1,337
Chorus 13,535 33,894 46,505 924
Chronicle 516 - - 516
Diversity Club 2,131 - 727 1,405
Drama 354 467 56 765
Environmental Club 587 1,200 1,433 354
Fashion Club 983 450 247 1,186
Foreign Language Club 18 27,450 26,248 1,220
Gay Straight Alliance 282 15 100 197
Interact Club 241 4,193 3,986 447
National Honor Society 677 1,907 1,177 1,407
Photography Club 213 136 130 218
SADD 2,970 150 482 2,639
Student Council 9,065 3,556 1,872 10,750
Student Council - Special 15,499 23,270 22,475 16,294
Teen Aids Task Force 300 - - 300
Truth Seekers 80 - - 80
Video Club 517 667 694 490
Whiz Quiz 140 - - 140
Yearbook 11,336 18,186 28,539 982
Subtotal This Page 83,598 151,052 174,444 60,206

See note to financial statement.
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WATERTOWN CITY SCHOOL DISTRICT

EXTRA CLASSROOM ACTIVITY FUNDS - STATEMENT OF CASH RECEIPTS AND
DISBURSEMENTS - CONTINUED

Year Ended June 30, 2018

Account Name

Subtotal Previous Page

Art Club

Wiley Student Council

7th Grade Constitution

8th Grade Constitution
Case Book Fair

Case Fitness and Nutrition
Case International Club
Case Music

Case National Honor Society
Case SADD

Case Student Council

Ted ED

Case-Teen Aids Task Force
Case Yearbook

Cash Balance Cash Cash Cash Balance
7/1/2017 Receipts Disbursement 6/30/18

83,598 151,052 174,444 60,206

E 120 89 31

2,661 4,214 2,464 4,412

437 907 437 907

9,799 18,786 20,782 7,804

73 - - 73

2,086 40 - 2,126

235 14,864 14,926 173

19,480 35,238 39,692 15,026

497 425 419 503

5,481 15,333 17,439 3,376

821 5 - 826

- 96 - 96

254 - - 254

3,288 2,868 2,527 3,629

$ 128,711 $ 243,947 $ 273,218 $ 99,441

See note to financial statement.
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WATERTOWN CITY SCHOOL DISTRICT

EXTRA CLASSROOM ACTIVITY FUNDS — NOTE TO FINANCIAL STATEMENT
June 30, 2018

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

The Extra Classroom Activity Funds of the Watertown City School District represents funds of
the students of the School District. The Board of Education exercises general oversight of these
funds. The Extra Classroom Activity Funds are independent of the School District with respect to
its financial transactions and the designation of student management.

The accounts of the Extra Classroom Activity Funds of the Watertown City School District are
maintained on a cash basis and the statement of cash receipts and disbursements reflects only cash
received and disbursed. Therefore, receivables and payables, inventories, long-lived assets and
accrued income and expenses, which would be recognized under generally accepted accounting
principles and, which may be material in amount, are not recognized in the accompanying financial
statement.
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