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Independent Auditors' Report

The Board of Education of the
North Salem Central School District, New York

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 the North Salem Central School District, New York
(“School District”) as of and for the year ended June 30, 2020, and the related notes to financial statements,
which collectively comprise the School District’'s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits 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 financial statements are free from
material misstatement.

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

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

PKF O’CONNOR DAVIES, LLP
50( amaroneck Avenue, Harrison, NY 10528 | Tel: 914.381.8900 | Fax: 914.381.8910 | www.pkfod.com

PKF O’Connor Davies, LLP is 2 member firm of the PKF International Limited network of legally independent firms and does not accept any
responsibility or {iability for the actions or inactions on the part of any other individual member firm or firms.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the School District, as of June 30, 2020, and the respective changes in
financial position and the respective budgetary comparison for the General Fund for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matters

As discussed in Note 4B in the notes to financial statements, on March 11, 2020, the Worid Health
Organization declared a global pandemic as a result of the spread of COVID-19 (“Coronavirus”). Our
opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

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

Supplementary and Other Information

Our audit for the year ended June 30, 2020 was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the School District's basic financial statements. The
combining and individual fund financial statements and schedules for the year ended June 30, 2020 are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining and individual fund financial statements and schedules 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. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements for the year ended June 30, 2020 and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themseives, 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 for the year ended June 30,
2020.



We also previously audited, in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroiler General of the United States, the basic financial statements of the
School District as of and for the year ended June 30, 2019 (not presented herein), and have issued our
report thereon dated September 23, 2019, which contained unmodified opinions on the respective
financial statements of the governmental activities, each major fund and the aggregate remaining fund
information. The combining and individual fund financial statements and schedules for the year ended
June 30, 2019 are presented for purposes of additional analysis and are not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and
relate directly to the underlying accounting and other records used to prepare the 2019 financial
statements. The combining and individual fund financial statements and schedules have been subjected
to the auditing procedures applied in the audit of the 2019 basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare those financial statements or to those financial 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 for the year ended June 30, 2019.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 30,
2020 on our consideration of the 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 describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the School District’s internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the School
District's internal control over financial reporting and compliance.

PKE O Gramp W LLP

PKF O’Connor Davies, LLP
Harrison, New York
September 30, 2020
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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

independent Auditors’ Report

The Board of Education of the
North Salem Central School District, New York

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 North Salem Central
School District, New York (“School District”) as of and for the year ended June 30, 2020, and the related
notes to the financial statements, which collectively comprise the School District's basic financial
statements, and have issued our report thereon dated September 30, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the 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 School District’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the School District’s internal

control.

A deficiency in internal confrol 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. :

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 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.

P O G, Danss, LLP

PKF O’Connor Davies, LLP
Harrison, New York
September 30, 2020



North Salem Central School District, New York

Management’s Discussion and Analysis (MD&A)
June 30, 2020

This discussion and analysis of the North Salem Central School District, New York's (“School District”)
financial performance provides an overview of the School District’s financial activities for the year ended June
30, 2020. It should be read in conjunction with the basic financial statements, which immediately follow this
section, to enhance understanding of the School District’s financial performance.

Financial Highlights for FY 2019-2020

Key financial highlights for fiscal year 2019-2020 are as follows:

New York State Law limits the amount of unassigned fund balance, exclusive of encumbrances and
amounts assigned for the subsequent year's budget that can be retained in the General Fund to
4% of the ensuing school year’'s budget. At the end of the current fiscal year, this amount for the
General Fund was $1,768,673 or 3.93%, and therefore within the statutory limit.

As of the close of the current fiscal year, the School District's governmental funds financial
statement reports a combined fund balance of $7,071,367. Exclusive of the Capital Projects Fund,
the combined fund balances total $7,850,785. Of this amount, the unassigned fund balance in the
General Fund is $1,768,673.

On the district-wide financial statements, the assets and deferred outflows of resources of the
School District exceeded liabilities and deferred inflows of resources at the close of its most recent
fiscal year by $9,965,370. The School District’s total net position decreased by $965,307 for the
year ended June 30, 2020. The district-wide financial statements must report certain items in
accordance with the pronouncements of the Governmental Accounting Standards Board (“GASB”).
The GASB is charged with developing the accounting rules that apply to governments, including
school districts and BOCES. One of the most significant of these standards GASB Statement No.
75 “Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions”,
requires the School District to recognize the financial impact associated with other postemployment
benefit (“OPEB”) obligations. These obligations include any benefits provided to retirees, other
than a pension, including health insurance, life insurance, vision, dental, etc. For the year ending
June 30, 2020, the School District’s total OPEB obligations of $16,797,789 are reflected as a liability
on the district-wide Statement of Net Position and impacts the total net position calculation. More
detailed information about the School District's OPEB obligations reported in accordance with the
provisions of GASB Statement No. 75 is presented in note 3G in the notes to financial statements.
This standard parallels the pension standard under provisions of GASB Statement No. 68,
“Accounting and Financial Reporting for Pensions”, presented in Note 3G as well.

Also noteworthy on the district-wide financial statements for the year ended June 30, 2020 is the
provision of GASB Statement No. 68. This pronouncement established accounting and financial
reporting requirements associated with the School District’s participation in the cost sharing multiple
employer pension plans administered by the New York State and Local Employees’ Retirement
System (“ERS”) and the New York State Teachers’ Retirement System (“TRS”). Under these
standards, cost-sharing employers are required to report in their district-wide financial statements
a net pension liability (asset), pension expense and pension-related deferred inflows and outflows
of resources based on their proportionate share of the collective amounts for all of the municipalities
and school districts in the plan. More detailed information about the School District’s pension plan
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reporting in accordance with the provisions of GASB Statement No. 68, including amounts reported
as pension expense and deferred inflows/outflows of resources, is presented in note 3G in the
notes to financial statements.

e During the current fiscal year, the School District retired $1,180,000 of outstanding serial bonds.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the School District’s basic financial
statements. The School District’'s basic financial statements are comprised of three components: (1)
district-wide financial statements, (2) fund financial statements and (3) notes to financial statements. This
report also contains combining and individual fund statements and schedules in addition to the basic
financial statements.

District-Wide Financial Statements

e The district-wide financial statements are designed to provide readers with a broad overview of the
School District’s finances, in @ manner similar to a private-sector business.

e The statement of net position presents information on all of the School District's assets, liabilities
and deferred inflows/outflows of resources, with the difference reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial
position of the School District is improving or deteriorating.

o The statement of activities presents information showing how the School District's net position
changed during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.

e The governmental activities of the School District include instruction, pupil transportation,
community services, cost of food sales, interest and general support.

The district-wide financial statements can be found on the pages immediately following this section as the
first two pages of the basic financial statements.

Fund Financial Statements

e A fundis a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The School District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance related legal
requirements. All of the funds of the School District can be divided into two categories: governmental
funds and fiduciary funds.

e Governmental funds are used to account for essentially the same functions reported as governmental
activities in the district-wide financial statements. However, unlike the district-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating the School District's near-term financing requirements.

e Because the focus of governmental funds is narrower than that of the district-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information
presented for governmental activities in the district-wide financial statements. By doing so, readers may
better understand the long-term impact of the government’s near term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures and
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changes in fund balances provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

e The School District maintains seven individual governmental funds; General Fund, Special Aid Fund,
School Lunch Fund, Special Purpose Fund, Debt Service Fund, Capital Projects Fund and Permanent
Fund. Information is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures and changes in fund balances for the General,
Capital Projects and Special Aid funds, which are considered to be major funds. Data for the other four
governmental funds are combined into a single, aggregated presentation. Individual fund data for each
of these non-major governmental funds is provided in the form of combining statements elsewhere in
this report.

e The School District adopts an annual budget for its General, Special Aid and Debt Service funds. A
budgetary comparison statement has been provided for the General and Special Aid funds (major
funds) within the basic financial statements to demonstrate compliance with the respective budgets.

e The Fiduciary Funds are used to account for assets held by the School District in an agency capacity
on behalf of others. Fiduciary funds are not reflected in the district-wide financial statemenis because
the resources of these funds are nof available to support the School District’'s programs.

The financial statements for the governmental and fiduciary funds can be found in the basic financial
statements section of this report.

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
district-wide and fund financial statements. The notes to financial statements can be found following the
basic financial statements section of this report.

Other Information

Additional statements and schedules can be found immediately following the notes to financial statements.
These include the required supplementary information for the School District’s other postemployment and
pension benefit obligations, the schedules of budget to actual comparisons and the combining statements
for the non-major governmental funds.

District-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of the School District’s financial
position. In the case of the North Salem Central School District, New York, assets and deferred outflows of
resources exceeded liabilities and deferred inflows of resources by $9,965,370 at the close of the current
fiscal year.



Net Position

June 30,
2020 2019
Current Assets $ 14,723,956 % 12,774,881
Capital Assets, net 29,263,983 28,799,302
Total Assets 43,987,939 41,574,183
Deferred Outflows of Resources 15,438,953 11,943,224
Current Liabilities 5,495,268 4985610
Long-term Liabilities 30,288,338 33,442,932
Total Liabilities 35,783,606 38,428,542
Deferred Inflows of Resources 13,677,916 4,158,188
Net Position
Net Investment in Capital Assets 19,576,415 19,066,358
Restricted

Capital Projects 23,150 23,176
Future Capital Projects 845,054 833,181
Tax Certiorari 877,320 766,777
Unemployment Benefits 70,944 19,705
ERS Retirement Contributions 1,372,332 1,056,501
TRS Retirement Contributions 658,786 300,000
Property Loss Reserve and Liability Claims 69,790 69,075
Debt Service 164,587 174,604
Special Purposes 72,706 77,785
Permanent 85,051 84,843
Unrestricted (13,850,765) (11,541,328)
Total Net Position $ 9965370 3 10,930,677

The largest component of the School District’'s net position reflects its investment in capital assets, less
any related debt used to acquire those assets that is still outstanding. The School District uses these capital
assets to provide services to the students and consequently, these assets are not available for future
spending. Although the School 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 liquidate these liabilities.

Unrestricted net position, which is a deficit of ($13,850,765), primarily results from the recognition of the
School District’s total OPEB liability of $16,797,789 required under GASB Statement No. 75. Overall, net
position decreased by $965,307 from the prior year.



Changes in Net Position

REVENUES

Program Revenues
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions

Total Program Revenues

General Revenues
Real Property Taxes
Other Tax ltems
Non-Property Taxes
Unrestricted Use of Money and Property
Sale of Property and Compensation for Loss
Unrestricted State Aid
Miscellaneous

Total General Revenues
Total Revenues

PROGRAM EXPENSES
General Support
Instruction

Pupil Transportation
Community Services
Cost of Food Sales
Interest

Total Expenses
Change in Net Position

NET POSITION
Beginning

Ending

10

June 30,

2020 2019
$ 772,412 $ 721,912
836,900 932,337
14,983 97,316
1,624,295 1,751,565
36,807,716 35,667,291
2,142,766 2,623,162
544 928 439,232
129,966 202,761
44 833 126,687
2,721,134 2,572,354
176,203 220,339
42 567,546 41,851,826
44 191,841 43,603,391
5,945,193 6,449,777
35,760,762 33,202,609
2,772,361 2,984 026
10,862 12,146
324,936 500,926
343,034 292,423
45 157,148 43,441,907
(965,307) 161,484
10,930,677 10,769,193
$ 9,965,370 $ 10,930,677




Other changes in these activities are described below.
Revenues:

o Real property taxes increased by $1,140,425. This was the result of a higher tax levy, but within
the 2% Tax Levy Limitation Law.

e Other tax items decreased by $480,396. This was a result of New York State sending the STAR
reimbursement directly to new residents instead of the School District.

e Unrestricted use of money and property decreased by $72,795. This was a result of the facility
being closed for part of the year.

e Sale of property and compensation for loss decreased by $81,854. This was a result of a decrease
in insurance claims.

Expenses:

e General support expenses decreased by $ 504,584,

Instructional expenses increased by $ 2,588,153.

Pupil transportation decreased by $ 211,665.

Cost of food sales decreased by $175,990.

Interest increased by $ 50,611.

As indicated on the charts below, the School District relies upon real property taxes as its primary revenue
source. The School District’s instruction costs account for 79% of its expenses.

Sources of Revenue for Fiscal Year 2020
Governmental Activities

Ott(;ner Other Tax
1% It
. ems
Unrestricted 5%
. State Aid
Operating 7%
Grants and
Contributions
2% -
Charges for_/
Services
2%
° _Real Property
Taxes
83%
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Expenses for Fiscal Year 2020
Governmental Activities

Cost of Food Interest
Sales 1% General Support

1% 13%

;

Pupil /
Transportation

6%

\ Instruction

79%

Financial Analysis of the School District’s Funds

As noted earlier, the School District uses fund accounting to ensure and demonstrate compliance with
finance related legal requirements.

Fund Balance Reporting

GASB issued Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions” in
February 2009. The requirements of Statement No. 54 became effective for financial statements for periods
ending June 30, 2011. GASB Statement No. 54 abandoned the reserved and unreserved classifications of
fund balance and replaced them with five new classifications: nonspendable, restricted, committed, assigned
and unassigned. An explanation of these classifications follows below.

Nonspendable — consists of assets that are inherently nonspendable in the current period either
because of their form or because they must be maintained intact, including prepaid items, inventories,
long-term portions of loans receivable, financial assets held for resale, and principal of endowments.

Restricted — consists of amounts that are subject to externally enforceable legal purpose restrictions
imposed by creditors, grantors, contributors, or laws and regulations of other governments; or through
constitutional provisions or enabling legislation.

Committed — consists of amounts that are subject to a purpose constraint imposed by a formal action
of the government’s highest level of decision-making authority before the end of the fiscal year, and
that require the same level of formal action to remove the constraint.

Note: According to the Office of the State Comptroller, school districts in New York will not have
committed fund balance to report.

Assigned — consists of amounts that are subject to a purpose constraint that represents an intended
use established by the government’s highest level of decision-making authority, or by their designated

12



body or official. The purpose of the assignment must be narrower than the purpose of the General
Fund, and in funds other than the General Fund, assigned fund balance represents the residual
amount of fund balance.

Unassigned — represents the residual classification for the government’'s General Fund, and could
report a surplus or deficit. In funds other than the General Fund, the unassigned classification should
be used only to report a deficit balance resulting from overspending for specific purposes for which
amounts had been restricted, committed, or assigned.

These changes were made to reflect spending constraints on resources, rather than availability for

appropriations and to bring greater clarity and consistency to fund balance reporting. According to GASB,
this pronouncement should result in an improvement in the usefulness of fund balance information.

Total Governmental Funds

The table below outlines the various balances that comprise the total fund balances of all of the funds of
the School District as of June 30, 2020 according to their GASB Statement No. 54 classifications.

Fund Balance

Nonspendable Fund Balance  Reserve for Trust (Permanent Fund) 3 43,888
Reserve for Inventories 2,171
46,059
Restricted Fund Balance Reserve for Tax Certiorari 877,320
Reserve for Unemployment Benefits 70,944
Reserve for Employee Benefit Accrued Liability 424,960
Reserve for ERS Retirement Contributions 1,372,332
Reserve for TRS Retirement Contributions 658,786
Reserve for Property Loss and Liability Claims 69,790
Reserve for Future Capital Projects 845,054
Reserve for Debt Service 164,587
Reserve for Special Purposes 72,706
Permanent Fund Unreserved Fund Balance 41,163
4,597,642
Assigned Fund Balance Reserve for Encumbrances:

General Government Support 352,962
Instruction 332,147
Transportation 3,085
Employee Benefits 175
School Lunch Fund Unreserved Fund Balance 50,042

Designated for Subsequent Year's Expenditures -
Unassigned Fund Balance 700,000

1438411

Unassigned Fund Balance Unreserved and Undesignated - General Fund 989,255
Total Fund Balance (as of June 30, 2020) $ 7,071,367

The focus of the School District’'s governmental funds is to provide information on near-term inflows,
outflows and balances of spendable resources. Such information is useful in assessing the School District’'s
financing requirements. In particular, unassigned fund balance may serve as a useful measure of a School
District's net resources available for spending at the end of the fiscal year.
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As of the end of the current fiscal year, the School District’'s governmental funds reported combined fund
balances as noted above of $7,071,367, an increase of $581,339 from the prior year. Of this amount,
$46,059 is in nonspendable form while $4,597,642 is restricted for various purposes ($877,320 for tax
certiorari obligations, $70,944 for unemployment benefits, $424,960 for employee benefit accrued
liabilities, $2,031,118 for retirement system obligations, $69,790 for liability claims, $845,054 for future
capital projects, $164,587 for debt service purposes, $72,706 for special purposes and $41,163 for the
spendable portion of the Permanent Fund). Another $1,438,411 of the total fund balance is assigned.
These funds are to fund purchases on order of $688,369, $50,042 to be used for School Lunch Fund
purposes and $700,000 to be used to balance the General Fund’s subsequent year’s budget. Unassigned
fund balance of $989,255 is reflected in the General Fund.

The General Fund is the primary operating fund of the School District. Revenues and other financing
sources were favorable compared to the final budget by $324,300. The key factor contributing to this
variance was an increase in charges for services of non-resident tuition from other districts and sales tax
collected. Expenditures and other financing uses were $2,048,410 or 5%, less than the final budget due
to the March 13, 2020 building closure and remote learning.

General Fund Budgetary Highlights

The General Fund is the primary operating fund of the School District. The adopted budget for fiscal year
2019-2020 is $43,873,001 exclusive of encumbrances. During the fiscal year, appropriation transfers
within the budget were made to address the operational needs of the School District. The final adjusted
budget for the fiscal year ending June 30, 2020 was $44,264,391.

Capital Assets
At June 30, 2020, the School District had $29,263,983 net of accumulated depreciation invested in a broad

range of capital assets, including land, buildings and improvements, machinery and equipment and
construction-in-progress. The change in capital assets, net of accumulated depreciation, is reflected below.

June 30,
Class 2020 2019
Land $ 110,000 $ 110,000
Construction-in-Progress 5,270,791 3,855,380
Buildings and Improvements 23,308,944 24,107,623
Machinery and Equipment 574,248 726,299
Total Capital Assets, net of
accumulated depreciation $ 29263983 $ 28,799,302

More detailed information about the School District’s capital assets is presented in Note 3B in the notes to
financial statements.
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Long-Term Debt

The School District had general obligation and other long-term debt outstanding as follows:

June 30,
2020 2019

Bonds Payable $ 8885000 $ 10,085,000

Compensated Absences 566,909 522,108

Net Pension Liability 4,038,640 1,096,315
Other Post Employment

Benefit Obiigations 16,797,789 21,759,509

Total $ 30,288,338 $ 33442932

e The School District, during the 2019-2020 fiscal year, paid $1,180,000 in principal on serial bonds.
e The School District also had $2,250,000 in short-term bond anticipation notes outstanding Note 3D.

More detailed information about the School District’'s long-term liabilities is presented in Note 3G in the
notes to financial statements.

State of Emergency

The Governor of the State of New York declared a state of emergency on Mach 7, 2020 and has since issued
multiple Executive Orders regarding the pandemic. March 13, 2020 was the last day for in-person classes
for the school year. The Enacted 2020-21 New York State budget granted the Budget Director the authority
to reduce state aid payments by a minimum of 20% to local governments and schoot districts by any amount
needed to achieve a balanced budget.

In addition to these State aid withholdings, the School District's economically sensitive revenues (i.e., sales
tax distributions, interest earnings, charges for services) are being negatively impacted. Meanwhile, the
School District’'s expenditures on health and safety measures (personal protective equipment, sanitizing
supplies, technology acquisitions to support remote work and remote learning) will increase significantly.
With savings realized in the 19-20 budget the School District was able to purchase some of these items prior
to closing. The School District is continuously monitoring the situation and will take such proactive measures
as may be required to maintain operations and meet its obligations.

The degree of the impact on the School District's operations and finances as a result of the Coronavirus is
extremely difficult to predict due to uncertainties relating to its duration and severity.

Requests for Information

This financial report is designed to provide a general overview of the School District’s finances for all those
with an interest in the School District’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to:

North Salem Central School District
Attn: Ms. Barbara Briganti
Assistant Superintendent for Business Administration
230 June Road
North Salem, New York 10560-1204
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North Salem Central School District, New York

Statement of Net Position
June 30, 2020

ASSETS
Cash and equivalents
Investments
Receivables
Accounts
State and Federal aid
Due from other governments
Inventory
Net pension asset
Capital assets
Not being depreciated
Being depreciated, net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Accounts payable
Accrued liabilities
Bond anticipation notes payable
Due to other governments
Due to retirement systems
Unearned revenues
Accrued interest payable
Claims payable
Non-current liabilities

Due within one year

Due in more than one year

Total Liabilities
DEFFERED INFLOWS OF RESOURCES

NET POSITION
Net investment in capital assets
Restricted
Capital projects
Future capital projects
Tax certiorari
Unemployment benefits
ERS retirement contributions
TRS retirement contributions
Property loss reserve and liability claims
Debt service
Special purposes
Permanent
Nonspendable
Spendable
Unrestricted

Total Net Position

The notes to financial statements are an integral part of this statement.
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Governmental
Activities

$ 5,556,065
5,030,153

368,576
913,955
85,000
2,171
2,768,036

5,380,791
23,883,192

43,987,939

15,438,953

660,435
88,989
2,250,000
13,495
1,858,973
12,661
10,715
600,000

1,251,700
29,036,638

35,783,606

13,677,916

19,676,415

23,150
845,054
877,320

70,944

1,372,332
658,786

69,790
164,587

72,706

43,888
41,163
(13,850,765)

$ 9,965,370
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North Salem Central School District, New York

Statement of Activities
Year Ended June 30, 2020

Program Revenues Net (Expense)
Operating Capital Revenue and
Charges for Grants and Grants and Changes in
Functions/Programs Expenses Services Contributions  Contributions Net Position
General support $ 5945193 § 4606 § 33,485 § - % (5,907,102)
Instruction 35,760,762 557,474 701,110 - (34,502,178)
Pupil transportation 2,772,361 - - - (2,772,361)
Community services 10,862 - 5,783 - (5,079)
Cost of food sales 324,936 210,332 96,5622 - (18,082)
interest 343,034 - - 14,983 (328,051)
Total Governmental
Activities $ 45157148 $ 772412 $ 836900 § 14,983 (43,532,853)
General revenues
Real property taxes 36,807,716
Other tax items
Payments in lieu of taxes 77,679
School tax relief reimbursement 2,057,951
Interest and penalties on real property taxes 7,136
Non-property taxes
Non-property tax distribution from County 544,928
Unrestricted use of money and property 129,966
Sale of property and compensation for loss 44,833
Unrestricted State aid 2,721,134
Miscellaneous 176,203
Total General Revenues 42 567,546
Change in Net Position (965,307)
Net Position - Beginning 10,930,677
Net Position - Ending $ 9,965,370

The notes to financial statements are an integral part of this statement.
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North Salem Central School District, New York

Balance Sheet
Governmental Funds
June 30, 2020

ASSETS
Cash and equivalents
Investments
Receivables
Accounts
State and Federal aid
Due from other governments
Due from other funds
Inventories

Total Assets

LIABILITIES AND FUND BALANCES (DEFICITS)
Liabilities

Accounts payable

Accrued liabilities

Bond anticipation notes payable

Due to other funds

Due to other governments

Due to retirement systems

Unearned revenues

Total Liabilities

Fund balances (deficits)
Nonspendable
Restricted
Assigned
Unassigned

Total Fund Balances (Deficits)

Total Liabilities and Fund Balances (Deficits)

The notes to financial statements are an integral part of this statement.

18

Capital Special

General Projects Aid
3,789,493 $ 1,549,312 163,700
4,708,409 - -
366,040 - -
511,450 - 389,476
85,000 - -
524,161 - -
9,984553 § 1,549,312 543,176
544,367 % 78,723 8,862
88,989 - -
- 2,250,000 -
- 7 524,154
13,495 - -
1,858,973 - -
2,501 - 10,160
2,508,325 2,328,730 543,176
4,319,186 - -
1,388,369 - -
1,768,673 (779,418) -
7,476,228 (779,418) -
$ 9984553 $ 1,549,312 543,176




Total

Non-Major Governmental
Governmental Funds

$ 63,560 $ 5,556,065

321,744 5,030,153

2,536 368,576

13,029 913,955

- 85,000

- 524,161

2,171 2,171

$ 403,040 $ 12,480,081

$ 28,483 % 660,435

- 88,989

- 2,250,000

- 524,161

- 13,495

- 1,858,973

- 12,661

28,483 5,408,714

46,059 46,059

278,456 4,597,642

50,042 1,438,411

- 989,255

374,557 7,071,367

$ 403,040 $ 12,480,081
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North Salem Central School District, New York

Reconciliation of Governmental Funds Balance Sheet to
the District-Wide Statement of Net Position
June 30, 2020

Amounts Reported for Governmental Activities in the Statement of Net Position are Different Because

Fund Balances - Total Governmental Funds

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.

Governmenta!l funds do not report the effects of assets or liabilities
related to net pension assets (liabilities) and post employment
benefit obligations whereas these amounts are deferred
and amortized in the statement of activities.

Deferred amounts on net pension assets (liabilities)
Deferred amounts on other postemployment benefit obligations

Other long-term assets are not available to pay for current-period
expenditures and, therefore, are not reported in the funds.
Net pension asset

Long-term liabilities that are not due and payable in the current
period are not reported in the funds.
Accrued interest payable
Claims payable
Bonds payable
Compensated absences
Net pension liability
Other post employment benefit obligations payable

Net Position of Governmental Activities

The notes to financial statements are an integral part of this statement.
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$

7,071,367

29,263,983

7,968,793
(6,207,756)

1,761,037

2,768,036

(10,715)
(600,000)
(8,885,000)
(566,909)
(4,038,640)
(16,797,789)

(30,899,053)

$

9,965,370




North Salem Central School District, New York

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2020

Capital Special
General Projects Aid
REVENUES
Real property taxes $ 36,807,716 $ - 8 -
Other tax items 2,142,766 - -
Non-property taxes 544,928 - -
Charges for services 557,474 - -
Use of money and property 168,057 - -
Sale of property and
compensation for loss 44,833 - -
State aid 2,798,816 - 201,813
Federal aid - - 409,629
Food sales - - -
Miscellaneous 186,981 - -
Total Revenues 43,251,571 - 611,442
EXPENDITURES
Current
General support 4,820,386 - -
Instruction 23,507,085 - 661,096
Pupil transportation 1,861,947 - -
Community services - - -
Employee benefits 9,483,055 - -
Cost of food sales - - .
Capital outlay - 1,415,411 -
Debt service
Principal - - -
Interest 63,042 ~ -
Total Expenditures 39,735,515 1,415,411 661,096
Excess (Deficiency) of
Revenues Over Expenditures 3,516,056 (1,415,411) (49,654)
OTHER FINANCING SOURCES (USES)
Transfers in 25,000 280,761 49,654
Transfers out (1,792,097) - -
Total Other Financing
Sources (Uses) (1,767,097) 280,761 49,654
Net Change in Fund Balances 1,748,959 (1,134,650) -
FUND BALANCES (DEFICITS)
Beginning of Year 5,727,269 355,232 -
End of Year $ 7476228 3 (779,418) $ -

The notes to financial statements are an integral part of this statement.
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Total

Non-Major Governmental
Governmental Funds

$ - $ 36,807,716
- 2,142,766

- 544,928

- 557,474

17,359 185,416

- 44,833

4,282 3,004,911

92,088 501,717
210,332 210,332
4,767 191,748
328,828 44,191,841

- 4,820,386

1,000 24,169,181

- 1,861,947

10,862 10,862

- 9,483,055

324,936 324,936

- 1,415,411

1,180,000 1,180,000
281,682 344,724
1,798,480 43,610,502
(1,469,652) 581,339
1,461,682 1,817,097
(25,000) (1,817,097)
1,436,682 -
(32,970) 581,339
407,527 6,490,028

$ 374557 $ 7,071,367
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North Salem Central School District, New York

Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances of Governmental Funds to the Statement of Activities
Year Ended June 30, 2020

Amounts Reported for Governmental Activities in the Statement of Activities are Different Because

Net Change in Fund Balances - Total Governmental Funds 3 581,339

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their esti-
mated useful lives and reported as depreciation expense.

Capital outlay expenditures 1,434,689
Depreciation expense (970,008)
464,681

Bond proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the statement of net position.
Repayment of bond principal is an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the statement of net position.
Principal paid on bonds 1,180,000

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds.

Accrued interest 1,690
Compensated absences (44,801)
Pension obligations (2,628,009)
Other post employment benefit obligations (620,207)
(3,191,327)

Change in Net Position of Governmental Activities 3 (965,307)

The notes to financial statements are an integral part of this statement.
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North Salem Central School District, New York

Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual

General Fund
Year Ended June 30, 2020

REVENUES

Real property taxes

Other tax items

Non-property taxes

Charges for services

Use of money and property

Sale of property and
compensation for loss

State aid

Miscellaneous

Total Revenues

EXPENDITURES
Current
General support
Instruction
Pupil transportation
Employee benefits
Debt service
Interest

Total Expenditures

Excess of Revenues
Over Expenditures

OTHER FINANCING
SOURCES (USES)

Transfers in

Transfers out

Total Other Financing
Sources (Uses)

Net Change in Fund Balances

FUND BALANCES
Beginning of Year

End of Year

Variance with
Final Budget
Original Final Positive

Budget Budget Actual (Negative)
$ 36812245 $ 36,812,245 $ 36,807,716 $ (4,529)
2,138,728 2,138,728 2,142,766 4,038
395,000 395,000 544,028 149,928
384,000 434,000 557,474 123,474
110,000 110,000 168,057 58,057
1,000 1,000 44,833 43,833
2,843,089 2,843,089 2,798,816 (44,273)
189,939 193,209 186,981 (6,228)
42,874,001 42,927,271 43,251,571 324,300
5,047,910 5,395,770 4,820,386 575,384
24,660,566 24,686,657 23,507,085 1,179,572
2,221,113 2,089,274 1,861,947 227,327
10,408,327 10,218,178 9,483,055 735,123
140,296 63,050 63,042 8
42,478,212 42,452,929 39,735,515 2,717,414
395,789 474,342 3,516,056 3,041,714
25,000 25,000 25,000 -
(1,712,917) (1,811,462) (1,792,097) 19,365
(1,687,917) (1,786,462) (1,767,097) 19,365
(1,292,128) (1,312,120) 1,748,959 3,061,079
1,292,128 1,312,120 5,727,269 4,415,149
$ - 9 - $ 7476228 $ 7,476,228

The notes to financial statements are an integral part of this statement.
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North Salem Central School District, New York

Statement of Assets and Liabilities
Fiduciary Fund
June 30, 2020

Agency
ASSETS
Cash and equivalents $ 52,880
LIABILITIES
Student activity funds $ 52,880

The notes to financial statements are an integral part of this statement.
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North Salem Central School District, New York

Notes to Financial Statements
June 30, 2020

Note 1 - Summary of Significant Accounting Policies

The North Salem Central School District, New York (“School District”), as presently constituted, was
established in 1926 and operates in accordance with the provisions of the Education Law of the State of
New York. The Board of Education is the legislative body responsible for overall operation of the School
District and is elected by the voters of the School District. The Superintendent serves as the chief
executive officer. The School District's primary function is to provide education for its pupils. Services such
as transportation of pupils, administration, finance and plant maintenance support the primary function.

The accounting policies of the School District conform to generally accepted accounting principles for local
governmental units and the Uniform System of Accounts as prescribed by the State of New York. The
Governmental Accounting Standards Board (*GASB”) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The following is a summary of the School
District's more significant accounting policies:

A. Financial Reporting Entity

The financial reporting entity consists of a) the primary government, which is the School District, b)
organizations for which the School District is financially accountable and c¢) other organizations for
which the nature and significance of their relationship with the School District are such that
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete as
set forth by GASB.

In evaluating how to define the School District, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the
School District’s reporting entity was made by applying the criteria set forth by GASB, including legal
standing, fiscal dependency and financial accountability. Based upon the application of these
criteria, there are no other entities which would be included in the financial statements.

The School District participates in the Putnam-Northern Westchester Board of Cooperative
Educational Services (‘BOCES”), a jointly governed entity. BOCES is a voluntary cooperative
association of school districts in a geographic area that share planning, services and programs,
which provide educational and support services. BOCES' governing board is elected based on the
vote of members of the participating district's governing boards. BOCES' budget is comprised of
separate budgets for administrative, program and capital costs. BOCES charges the districts for
program costs based on participation and for administrative and capital costs. Each component
school district's share of administrative and capital costs is determined by the ratio which the
component school district's full value of taxable properties in effect at the time of adoption bears to
the total full value of taxable properties of all component school districts within the BOCES as
defined by Education Law. Copies of BOCES' financial statements can be requested from Putnam-
Northern Westchester BOCES, 200 BOCES Drive, Yorktown Heights, New York 10598.

B. District-Wide Financial Statements

The district-wide financial statements (i.e., the Statement of Net Position and the Statement of
Activities) report information on all non-fiduciary activities of the School District as a whole. For the
most part, the effect of interfund activity has been removed from these statements, except for
interfund services provided and used.
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North Salem Central School District, New York

Notes to Financial Statements (Continued)
June 30, 2020

Note 1 - Summary of Significant Accounting Policies (Continued)

The Statement of Net Position presents the financial position of the School District at the end of its
fiscal year. The Statement of Activities demonstrates the degree to which direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include (1) charges to
customers or applicants who purchase, use or directly benefit from goods or services, or privileges
provided by a given function or segment, (2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment and (3) interest earned on
grants that is required to be used to support a particular program. Taxes and other items not
identified as program revenues are reported as general revenues. The School District does not
allocate indirect expenses to functions in the Statement of Activities.

Separate financial statements are provided for governmental funds and fiduciary funds, even though
the latter is excluded from the district-wide financial statements. Major individual governmental
funds are reported as separate columns in the fund financial statements.

C. Fund Financial Statements

The accounts of the School District are organized and operated on the basis of funds. A fund is an
independent fiscal and accounting entity with a self-balancing set of accounts, which comprise its
assets, deferred outflows of resources, liabilities, deferred inflows of resources, fund balances,
revenues and expenditures. Fund accounting segregates funds according to their intended purpose
and is used to aid management in demonstrating compliance with finance related legal and
contractual provisions. The School District maintains the minimum number of funds consistent with
legal and managerial requirements. The focus of governmental fund financial statements is on
major funds as that term is defined in professional pronouncements. Each major fund is to be
presented in a separate column, with non-major funds, if any, aggregated and presented in a single
column. Fiduciary funds are reported by type. Since the governmental fund statements are
presented on a different measurement focus and basis of accounting than the government-wide
statements’ governmental activities column, a reconciliation is presented on the pages following,
which briefly explains the adjustments necessary to transform the fund based financial statements
into the governmental activities column of the district-wide presentation. The School District's
resources are reflected in the fund financial statements in two broad fund categories, in accordance
with generally accepted accounting principles as follows:

Fund Categories

a. Governmental Funds - Governmental Funds are those through which most general
government functions are financed. The acquisition, use and balances of
expendable financial resources and the related liabilities are accounted for through
governmental funds. The following represents the School Districts major
governmental funds.

General Fund - The General Fund constitutes the primary fund of the School District
and is used to account for and report all financial resources not accounted for and
reported in another fund.

Capital Projects Fund - The Capital Projects Fund is used to account for and report
financial resources that are restricted, committed or assigned to expenditures for
capital outlays, including the acquisition or construction of major capital facilities and
other capital assets.
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North Salem Central School District, New York

Notes to Financial Statements (Continued)
June 30, 2020

Note 1 - Summary of Significant Accounting Policies (Continued)

Special Revenue Funds - Special revenue funds are established to account for and
report the proceeds of specific revenue sources that are restricted, committed or
assigned to expenditures for specified purposes other than debt service or capital
projects. The major special revenue fund of the School District is the Special Aid
Fund. The Special Aid Fund is used to account for special projects or programs
supported in whole or in part with Federal or State funds. The major revenues of this
fund are Federal and State aid.

The School District also reports the following non-major governmental funds:
Special Revenue Funds:

School Lunch Fund - The School Lunch Fund is used to record the
operations of the breakfast and lunch programs of the School District.

Special Purpose Fund - The Special Purpose Fund is used to account for
assets held by the School District in accordance with the terms of a trust
agreement.

Permanent Fund - The Permanent Fund is used to account for assets that are legally
restricted to the extent that only earnings, and not principal, may be used for
purposes that support the School District's programs.

Debt Service Fund - The Debt Service Fund is used to account for and report
financial resources that are restricted, committed or assigned to expenditures for
principal and interest, and for financial resources that are being accumulated for
principal and interest maturing in future years.

b. Fiduciary Funds (Not Included in District-Wide Financial Statements) - Fiduciary
Funds are used to account for assets held by the School District in an agency
capacity on behalf of others. Among the activities included in the Agency Fund are
the student activity funds. The Agency Fund is also utilized to account for payroll tax
withholdings that are payable to other jurisdictions.

D. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The accounting and financial reporting treatment is determined by the applicable measurement
focus and basis of accounting. Measurement focus indicates the type of resources being measured
such as current financial resources (current assets less current liabilities) or economic resources (all
assets and liabilities). The basis of accounting indicates the timing of transactions or events for
recognition in the financial statements.

The district-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. The Agency Fund has no measurement focus but
utilizes the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.
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North Salem Central School District, New York

Notes to Financial Statements (Continued)
June 30, 2020

Note 1 - Summary of Significant Accounting Policies (Continued)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the current
period. Property taxes are considered to be available if collected within sixty days of the fiscal year
end. If expenditures are the prime factor for determining eligibility, revenues from Federal and State
grants are recognized as revenues when the expenditure is made. A ninety day availability period
is generally used for revenue recognition for most other governmental fund revenues. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences, net pension
liabilities and other post employment benefit obligations are recorded only when payment is due.
General capital asset acquisitions are reported as expenditures in governmental funds. Issuance of
long-term debt and acquisitions under capital leases are reported as other financing sources.

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Fund
Balances

Cash and Equivalents, Investments and Risk Disclosure

Cash and Equivalents - Cash and equivalents consist of funds deposited in demand
deposit accounts, time deposit accounts and short-term investments with original maturities
of less than three months from the date of acquisition.

The School District's deposits and investment policies are governed by State statutes. The
School District has adopted its own written investment policy which provides for the deposit
of funds in FDIC insured commercial banks or trust companies located within the State. The
School District is authorized to use demand deposit accounts, time deposit accounts and
certificates of deposit.

Collateral is required for demand deposit accounts, time deposit accounts and certificates of
deposit at 100% of all deposits not covered by Federal deposit insurance. The School
District has entered into custodial agreements with the various banks which hold their
deposits. These agreements authorize the obligations that may be pledged as collateral.
Such obligations include, among other instruments, obligations of the United States and its
agencies and obligations of the State and its municipal and school district subdivisions.

Investments - Permissible investments include obligations of the U.S. Treasury, U.S.
Agencies, repurchase agreements and obligations of New York State or its political
subdivisions.

The School District follows the provisions of GASB Statement No. 72, “Fair Value
Measurement and Application”, which defines fair value and establishes a fair value
hierarchy organized into three levels based upon the input assumptions used in pricing
assets. Level 1 inputs have the highest reliability and are related to assets with
unadjusted quoted prices in active markets. Level 2 inputs relate to assets with other than
quoted prices in active markets which may include quoted prices for similar assets or
liabilities or other inputs which can be corroborated by observable market data. Level 3
inputs are unobservable inputs and are used to the extent that observable inputs do not
exist.
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North Salem Central School District, New York

Notes to Financial Statements (Continued)

June 30, 2020

Note 1 - Summary of Significant Accounting Policies (Continued)

The School District participates in the Cooperative Liquid Assets Securities System
(“CLASS"), a cooperative investment pool, established pursuant to Articles 3A and 5G of
the General Municipal Law of the State of New York. CLASS has designated Public Trust
Advisors, LLC as its registered investment advisor. Public Trust Advisors, LLC is
registered with the Securities and Exchange Commission (“SEC”), and is subject to all of
the rules and regulations of an investment advisor handling public funds. As such, the
SEC provides regulatory oversight of CLASS.

The pool is authorized to invest in various securities issued by the United States and its
agencies, obligations of the State of New York and repurchase agreements. These
investments are reported at fair value. CLASS issues separately available audited financial
statements with a year end of June 30™.

The School District's position in the pool is equal to the value of the pool shares. The
maximum maturity for any specific investment in the portfolio is 397 days. CLASS is rated
AAAmM by Standard & Poor's. Local government investment cooperatives in this rating
category meet the highest standards for credit quality, conservative investment policies and
safety of principal. The cooperative invests in a high quality portfolio of investments legally
permissible for municipalities and school districts in the State.

Additional information concerning the cooperative is presented in the annual report of
CLASS, which may be obtained from Public Trust Advisors, LLC, 717 17" Street, Suite
1850, Denver, CO 80202.

Risk Disclosure

Interest Rate Risk - Interest rate risk is the risk that the government will incur losses
in fair value caused by changing interest rates. The School District's formal investment
policy does not address limits of investment maturities as a means of managing its
exposure to fair value losses arising from changing interest rates. Generally, the
School District does not invest in any long-term investment obligations.

Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank
failure, the School District's deposits may not be returned to it. GASB Statement No. 40
“Deposit and Investment Risk Disclosures — an amendment of GASB Statement No. 3,
directs that deposits be disclosed as exposed to custodial credit risk if they are not
covered by depository insurance and the deposits are either uncollateralized,
collateralized by securities held by the pledging financial institution or collateralized by
securities held by the pledging financial institution’s trust department but not in the
School District's name. The School District's aggregate bank balances that were not
covered by depository insurance were not exposed to custodial credit risk at June 30,
2020.

Credit Risk - Credit risk is the risk that an issuer or other counterparty will not fulfill its
specific obligation even without the entity’s complete failure. The School District does
not have a formal credit risk policy other than restrictions to obligations allowable
under General Municipal Law of the State of New York.
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Concentration of Credit Risk - Concentration of credit risk is the risk attributed to the
magnitude of a government’'s investments in a single issuer. The School District's
investment policy limits the amount on deposit at each of its banking institutions.

Property Taxes Receivable - Real property taxes attach as an enforceable lien on real property as
of July 1st and are payable in two instaliments in September and January. The various towns which
are included in the levy are responsible for the biling and collection of taxes. In Westchester
County, the towns guarantee the full payment of the School District warrant on March 31st and
assume responsibility for the uncollected taxes. For taxes collected from residents of Putham
County, the towns transfer collection responsibility to the County on November 1st. On or about
April 1st, Putnam County remits to the School District the balance of all uncollected taxes thus
making the School District whole.

Other Receivables - Other receivables include amounts due from other governments and
individuals for services provided by the School District. Receivables are recorded and revenues
recognized as earned or as specific program expenditures are incurred. Allowances are recorded
when appropriate.

Due From/To Other Funds - During the course of its operations, the School District has numerous
transactions between funds to finance operations, provide services and construct assets. To the
extent that certain transactions between funds had not been paid or received as of June 30, 2020,
balances of interfund amounts receivable or payable have been recorded in the fund financial
statements.

Inventory - Inventory in the School Lunch Fund consists of surplus food at a stated value which
approximates market. These inventories consist primarily of items held for consumption. The cost
is recorded as inventory at the time individual inventory items are purchased. The School District
uses the consumption method to relieve inventory. In the fund financial statements, reported
amounts are equally offset by nonspendable fund balance which indicates that these amounts do
not constitute “available spendable resources” even though they are a component of current assets.

Capital Assets - Capital assets, which include property, plant and equipment, are reported in the
governmental activities column in the district-wide financial statements. Capital assets are defined
by the School District as assets with an initial, individual cost of more than $10,000 and an
estimated useful life in excess of one year. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at acquisition value
at the date of donation.

Major outlays for capital assets and improvements are capitalized as projects are constructed. The
cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives is not capitalized.

Land and construction-in-progress are not depreciated. Property, plant and equipment of the

School District are depreciated using the straight line method over the following estimated useful
lives.
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Life
Class in Years
Buildings and Improvements 20-50
Machinery and Equipment 8-20

The costs associated with the acquisition or construction of capital assets are shown as capital
outlay expenditures on the governmental fund financial statements. Capital assets are not shown
on the governmental fund balance sheets.

Unearned Revenues - Unearned revenues arise when assets are recognized before revenue
recognition criteria have been satisfied. In the district-wide financial statements, unearned revenues
consists of amounts received in advance and/or amounts from grants received before the eligibility
requirements have been met.

Unearned revenues in the fund financial statements are those where asset recognition criteria have
been met, but for which revenue recognition criteria have not been met. The School District has
reported unearned revenues of $2 501 for health insurance received in advance and $10,160 for
State and Federal aid received in advance in the General and Special Aid funds, respectively. Such
amounts have been deemed to be measurable but not "available" pursuant to generally accepted
accounting principles.

Deferred Outflows/Inflows of Resources - In addition to assets, the statement of financial position
will sometimes report a separate section for deferred outflows of resources. This separate financial
statement element represents a consumption of net position that applies to a future period and so
will not be recognized as an outflow of resources (expenditures/expense) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element represents an
acquisition of net position that applies to a future period and so will not be recognized as an inflow
of resources (revenue) until that time.

Deferred outflows and inflows of resources have been reported on the district-wide Statement of Net
Position for the following:

Deferred Deferred
Outflows Inflows
of Resources of Resources
New York State and Local Employees' Retirement System $ 2902887 $ 83,427
New York State Teachers' Retirement System 8,905,596 3,756,263
Other postemployment benefit obligations 3,630,470 0,838,226
Totals $ 15438953 §$ 13,677,916

The amounts reported as deferred outflows of resources and deferred inflows of resources in
relation to the School District’s pension and other postemployment benefit obligations are detailed in
Note 3G.
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Long-Term Liabilities - In the district-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the Statement of Net Position. Bond premiums and discounts
are deferred and amortized over the life of the bonds. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are expended as incurred.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as Debt Service or
Capital Projects funds expenditures.

Compensated Absences - The various collective bargaining agreements provide for the payment
of accumulated vacation leave upon separation from service. The liability for such accumuiated
leave is reflected in the district-wide Statement of Net Position as current and long-term liabilities. A
liability for these amounts is reported in the governmental funds only if the liability has matured
through employee resignation or retirement. The liability for compensated absences includes salary
related payments, where applicable.

Net Pension Liability (Asset) - The net pension liability (asset) represents the School District’s
proportionate share of the net pension liability (asset) of the New York State and Local
Employees’ Retirement System and the New York State Teachers’ Retirement System. The
financial reporting of these amounts are presented in accordance with the provisions of GASB
Statement No. 68, “Accounting and Financial Reporting for Pensions” and GASB Statement No.
71, “Pension Transition for Contributions Made Subsequent to the Measurement Date”.

Net Position - Net position represents the difference between assets, deferred outflows of
resources, liabilities and deferred inflows of resources. Net position is reported as restricted when
there are limitations imposed on its use either through the enabling legisiation adopted by the
School District or through external restrictions imposed by creditors, grantors, or laws or regulations
of other governments. Net position on the Statement of Net Position includes, net investment in
capital assets, restricted for capital projects, future capital projects, tax certiorari, unemployment
benefits, ERS retirement contributions, TRS retirement contributions, property loss reserve and
liability claims, debt service, special purposes and permanent fund purposes. The balance is
classified as unrestricted.

Fund Balance - Generally, fund balance represents the difference between current assets and
deferred outfiows of resources and current liabilities and deferred inflows of resources. In the
fund financial statements, governmental funds report fund classifications that comprise a
hierarchy based primarily on the extent to which the School District is bound to honor constraints
on the specific purposes for which amounts in those funds can be spent. Under this standard,
the fund balance classifications are as follows:

Nonspendable fund balance includes amounts that cannot be spent because they are
either not in spendable form (inventories, prepaid amounts, long-term receivables) or they
are legally or contractually required to be maintained intact (the corpus of a permanent
fund).

Restricted fund balance is reported when constraints placed on the use of the resources
are imposed by grantors, contributors, laws or regulations of other governments or
imposed by law through enabling legisiation. Enabling legislation includes a legally
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enforceable requirement that these resources be used only for the specific purposes as
provided in the legislation. This fund balance classification is used to report funds that are
restricted for debt service obligations and for other items contained in the General
Municipal Law or Education Law of the State of New York.

Committed fund balance is reported for amounts that can only be used for specific
purposes pursuant to formal action of the entity’s highest level of decision making
authority. The Board of Education is the highest level of decision making authority for the
School District that can, by the adoption of a resolution prior to the end of the fiscal year,
commit fund balance. Once adopted, these funds may only be used for the purpose
specified unless the entity removes or changes the purpose by taking the same action
that was used to establish the commitment. This classification includes certain amounts
established and approved by the Board of Education.

Assigned fund balance, in the General Fund, represents amounts constrained either by
policies of the Board of Education for amounts assigned for balancing the subsequent
year's budget or by delegated authority to the Assistant Superintendent for Business
Administration for amounts assigned for encumbrances. Unlike commitments,
assignments generally only exist temporarily, in that additional action does not normally
have to be taken for the removal of an assignment. An assignment cannot result in a
deficit in the unassigned fund balance in the General Fund. Assigned fund balance in all
funds except the General Fund includes all remaining amounts, except for negative
balances, that are not classified as nonspendable and are neither restricted nor
committed.

Unassigned fund balance, in the General Fund, represents amounts not classified as
nonspendable, restricted, committed or assigned. The General Fund is the only fund that
would report a positive amount in unassigned fund balance. For all governmental funds
other than the General Fund, unassigned fund balance would necessarily be negative,
since the fund’s liabilities and deferred inflows of resources, together with amounts
already classified as nonspendable, restricted and committed would exceed the fund’s
assets and deferred outflows of resources.

In order to calculate the amounts to report as restricted and unrestricted fund balance in
the governmental fund financial statements, a flow assumption must be made about the
order in which the resources are considered to be applied. When both restricted and
unrestricted amounts of fund balance are available for use for expenditures incurred, it is
the School District's policy to use restricted amounts first and then unrestricted amounts
as they are needed. For unrestricted amounts of fund balance, it is the School District's
policy to use fund balance in the following order: committed, assigned, and unassigned.

F. Encumbrances

In governmental funds, encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded in order to reserve applicable
appropriations, is generally employed as an extension of formal budgetary integration in the General
Fund. Encumbrances outstanding at year-end are reported as assigned fund balance since they do
not constitute expenditures or liabilities.
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G.

H.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets, deferred outflows of resources, liabilities and deferred inflows of resources and
disclosures of contingent assets and liabilities at the date of the financial statements. Estimates
also affect the reported amounts of revenues and expenditures/expenses during the reporting
period. Actual results could differ from those estimates, particularly given the significant social
and economic disruptions and uncertainties associated with the ongoing COVID-19
(“Coronavirus”) pandemic and the mitigation responses, and such differences may be material.
(See Note 4B).

Subsequent Events Evaluation by Management
The School District has evaluated subsequent events for disclosure and/or recognition in the

financial statements through the date that the financial statements were available to be issued,
which date is September 30, 2020.

Note 2 - Stewardship, Compliance and Accountability

A.

Budgetary Data

The School District generally follows the procedures enumerated below in establishing the
budgetary data reflected in the fund financial statements:

a) At least seven days prior to the budget hearing, a copy of the budget is made
available to the voters.

b) At the budget hearing, the voters may raise questions concerning the items
contained in the budget.

c) The Board of Education establishes a date for the annual meeting, which by law will
be held on the third Tuesday in May.

d) The voters are permitted to vote upon the General Fund budget at the annual
meeting.
e) If the original proposed budget is not approved by the voters, the Board of

Education has the option of either resubmitting the original or revising the budget
for voter approval at a special meeting held at a later date; or the Board of
Education may, at that point, adopt a contingency budget. If the Board of
Education decides to submit either the original or a revised budget to the voters
for a second time, and the voters do not approve the second budget submittal, the
Board of Education must adopt a contingency budget and the tax levy cannot
exceed the total tax levy of the prior year (0% levy growth). In addition, the
administrative component of the contingency budget shall not comprise a greater
percentage of the contingency budget exclusive of the capital component than the
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lesser of either 1) the percentage the administrative component had comprised in
the prior year budget exclusive of the capital component; or 2) the percentage the
administrative component had comprised in the last proposed defeated budget
exclusive of the capital component.

f) Formal budgetary integration is employed during the year as a management control
device for General and Debt Service funds.

g) Budgets for General and Debt Service funds are legally adopted annually on a basis
consistent with generally accepted accounting principles. The Capital Projects Fund
is budgeted on a project basis. The Board of Education does not adopt an annual
budget for the Special Aid, School Lunch, Special Purpose or Permanent funds.

h) The Board of Education has established legal control of the budget at the function
level of expenditures. Transfers between appropriation accounts, at the function
level, require approval by the Board of Education. Any modification to appropriations
resulting from increases in revenue estimates or supplemental reserve
appropriations also require a majority vote by the Board.

i) Appropriations in the General and Debt Service funds lapse at the end of the fiscal
year, except that outstanding encumbrances are reappropriated in the succeeding
year, pursuant to the Uniform System of Accounts promulgated by the Office of the
State Comptroller.

Budgeted amounts are as originally adopted, or as amended by the Board of Education.

B. Limitation on Fund Balance

The School District is limited to the amount of committed, assigned and unassigned fund balance,
with certain exceptions, that can be retained. New York State law limits this amount of fund balance
to 4% of the ensuing year's budget.

C. Property Tax Limitation

Chapter 97 of the Laws of 2011, as amended (“Tax Levy Limitation Law”), modified previous law
by imposing a limit on the amount of real property taxes that a school district may levy. Prior to
its enactment, there was no statutory limitation on the amount of real property taxes that a school
district could levy if its budget had been approved by a simple majority of its voters. In the event
the budget had been defeated by the voters, the school district was required to adopt a
contingency budget. Under a contingency budget, school budget increases were limited to the
lesser of 4% of the prior year’s budget or 120% of the consumer price index (“CPI”).

Under the Tax Levy Limitation Law, there is now a limitation on the amount of tax levy growth
from one fiscal year to the next. Such limitation is the lesser of (i) 2% or (ii) the annual
percentage increase in the CPI subject to certain exclusions. A budget with a tax levy that does
not exceed such limit will require approval by at least 50% of the voters. Approval by at least
60% of the voters will be required for a budget with a tax levy in excess of the limit. In the event
the voters reject the budget, the tax levy for the school district’s budget for the ensuing fiscal year
may not exceed the amount of the tax levy for the prior fiscal year. School districts will be
permitted to carry forward a certain portion of their unused tax levy limitation from a prior year.
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The Tax Levy Limitation Law permits certain significant exclusions to the tax levy limit for school
districts. These include taxes to pay the local share of debt service on bonds or notes issued to
finance voter approved capital expenditures and the refinancing or refunding of such bonds or
notes, certain pension cost increases, and other items enumerated in the Tax Levy Limitation
Law. However, such exclusion does not apply to taxes to pay debt service on tax anticipation
notes, revenue anticipation notes, budget notes and deficiency notes; and any obligations issued
to finance deficits and certain judgments, including tax certiorari refund payments.

D. Capital Projects Fund Project Deficits
The deficits in various capital projects arise because of the application of generally accepted
accounting principles to the financial reporting of such funds. The proceeds of bond anticipation
notes issued to finance construction of capital projects are not recognized as an “other financing
source”. Liabilities for bond anticipation notes payable are accounted for in the Capital Projects
Fund. Bond anticipation notes are recognized as revenue only to the extent that they are
redeemed. The deficits in these projects will be reduced and eliminated as the bond anticipation
notes are redeemed from interfund transfers from other governmental funds or converted to
permanent financing.
Note 3 - Detailed Notes on All Funds
A. Due From/To Other Funds
The balances reflected as due from/to other funds at June 30, 2020 were as follows:
Fund Due From Due To
General $ 524161 % -
Capital Projects - 7
Special Aid - 524,154
$ 524,161 $ 524,161
The outstanding balances between funds result mainly from the time lag between the dates that
1) interfund goods and services are provided or reimbursable expenditures occur, 2) transactions
are recorded in the accounting system and 3) payments between funds are made.
B. Capital Assets

Changes in the School District’s capital assets are as follows:

Balance Balance
July 1, June 30,
Class 2019 Additions Deletions 2020
Capital Assets, not being depreciated:
Land $ 110,000 $ - $ - % 110,000
Construction-in-progress 3,855,380 1,415,411 - 5,270,791
Total Capital Assets, not being
depreciated $ 3965380 $ 1415411 § - $ 5,380,791
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Balance Balance
July 1, June 30,
Class 2019 Additions Deletions 2020
Capital Assets, being depreciated:
Buildings and Improvements $ 36,546,354 $ 19,278 % - $ 36,565,632
Machinery and Equipment 3,533,317 - - 3,533,317
Total Capital Assets, being
depreciated 40,079,671 19,278 - 40,098,949
Less Accumulated Depreciation for:
Buildings and Improvements 12,438,731 817,957 - 13,256,688
Machinery and Equipment 2,807,018 152,051 - 2,959,069
Total Accumulated
Depreciation 15,245,749 970,008 - 16,215,757
Total Capital Assets, being
depreciated, net $ 24833922 § (950,730) $ - $ 23,883,192
Capital Assets, net $ 28,799,302 $ 464,681 $ - $ 29,263,983

Depreciation expense was charged to School District functions and programs as follows:

General Support $ 5,313
Instruction 826,198
Pupil Transportation 138,497

Total Depreciation Expense $ 970,008

Accrued Liabilities

Accrued liabilities at June 30, 2020 were as foliows:
General
Fund

Payroll and Employee Benefits $ 88,989

Short-Term Capital Borrowings —~ Bond Anticipation Notes

The schedule below details the changes in the short-term capital borrowings:

Original
Issue Maturity Rate of Balance New Balance
Purpose Date Date interest  July 1, 2019 Issues Redemptions  June 30, 2020
Reconstruction of
Various School
Buildings 6/25/2020  6/25/2021 150 % $ 1,500,000 $ 750,000 $ - $ 2,250,000

Liabilities for bond anticipation notes are generally accounted for in the Capital Projects Fund. Bond
anticipation notes issued for judgments or settled claims are recorded in the fund paying the claim.
Principal payments on bond anticipation notes must be made annually. State law requires that bond
anticipation notes issued for capital purposes or judgments be converted to long-term obligations
generally within five years after the original issue date. However, bond anticipation notes issued for
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assessable improvement projects may be renewed for periods equivalent to the maximum life of the
permanent financing, provided that stipulated annual reductions of principal are made.

Interest expenditures of $33,750 were recorded in the fund financial statements in the General
Fund. Interest expense of $33,281 was recorded in the district-wide financial statements.

E. Short-Term Non-Capital Borrowings

The schedule below details the changes in short-term non-capital borrowings. The borrowings
consisted of notes issued in anticipation of the collection of real property taxes for the 2019-20 fiscal

year.
Balance Balance

Purpose July 1, 2019 Issued Redemptions  June 30, 2020

Tax Anticipation Notes $ - $ 4750000 $ 4750000 $ -

The tax anticipation note was issued on July 9, 2019 and was redeemed on October 30, 2019 with
interest at 2%. Interest expenditure/expense of $29,292 was recorded in the fund financial
statements in the General Fund and in the government-wide financial statements.

F. Claims Payable

The district-wide financial statements reflect liabilities for self insured health benefit costs, which are
based upon estimates of the ultimate cost of claims (including future claim adjustment expenses)
that have been reported, but not settled, and of claims that have been incurred but not reported
("IBNR's"). The length of time for which such costs must be estimated varies depending on the
coverage involved. Because actual claim costs depend on such complex factors as inflation and
changes in doctrines of legal liability, the process used in computing claim liabilities does not
necessarily result in an exact amount. Claim liabilities are recomputed periodically using a variety of
actuarial and statistical techniques to produce current estimates that reflect recent settlements,
claim frequency and other economic and social factors. A provision for inflation in the calculation of
estimated future claims costs is implicit in the calculation because reliance is placed both on actual
historical data that reflects past inflation and other factors that are considered to be appropriate
modifiers of past experience.

An analysis of claims activity is as follows:
Year Ended June 30,

2020 2019
Unpaid Claims - Beginning of Year $ 600,000 $ 564,000
Incurred Claims including IBNR's 4,541,742 4,608,410
Claims Paid (4,541,742) (4,572,410)
Unpaid Claims - End of Year 3 600,000 $ 600,000

The liability for claims payable is reflected in the district-wide financial statements.
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G. Long-Term Liabilities

The following table summarizes changes in the School District's long-term liabilities for the year
ended June 30, 2020:

Balance New Maturities Balance Due
July 1, Issues/ and/or June 30, Within
2019 Additions Payments 2020 One-Year
General Obligation Bonds Payable $ 10,065,000 $ - $ 1180,000 $ 8885000 $ 1,195,000
Other Non-current Liabilities:
Compensated Absences 522,108 96,801 52,000 566,909 56,700
Net Pension Liability 1,096,315 2,942 325 - 4,038,640 -
Other Post Employment Benefit
Obligations Payable 21,759,509 - 4,961,720 16,797,789 -
Total Non-current Liabilities 23,377,932 3,039,126 5,013,720 21,403,338 56,700
Total Long-Term Liabilities $ 334429032 ¢ 3039126 $ 6,193,720 $ 30,288,338 $ 1,251,700

Each governmental fund's liability for compensated absences, net pension liability and other post
employment benefit obligations is liquidated by the General Fund. The School District's
indebtedness for bonds is satisfied by the Debt Service Fund, which is funded primarily by the
General Fund.

General Obligation Bonds Payable

General obligation bonds payable at June 30, 2020 are comprised of the following individual issues:

Amount
Original Outstanding
Year of Issue Final Interest at June 30,

Purpose Issue Amount Maturity Rates 2020
District-Wide Improvements 2012 $ 1,300,000 June, 2027 2500-3.125% $ 640,000
HS/MS Boiler Plant 2014 730,000 June, 2030 2.250-3.375 490,000
District-Wide Improvements 2015 431,500 June, 2024 2.000-3.000 200,000
Buses 20186 744,403 November, 2021 1.550 315,000
District-Wide Improvements 2018 2,700,000 June, 2033 2.125-3.000 1,850,000
District-Wide Improvements 2019 6,500,000 June, 2033 3.000-3.250 5,390,000
$ 8,885,000

Interest expenditures of $281,682 were recorded in the fund financial statements in the Debt
Service Fund. Interest expense of $280,461 was recorded in the district-wide financial statements.
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Payments to Maturity

The annual requirements to amortize all outstanding bonded debt as of June 30, 20