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RAYMOND G. PREUSSER, CPA, P.C
Certified Public Accountants

P.O. Box 538
Claverack, New York l25lg

Telephone: (518) 851-6650
Fax: (518) 851-6625

INDEPENDENT AUDITOR' S REPORT

To the Board of Education of the
Hudson City School District:

We have audited the accompanying financial statements of the govemmental activities, each major
fund, and the fiduciary funds of the Hudson City School District as of and for the year ended June 30, 2011,
and the related notes to the financial statements, which collectively comprise the Hudson City School
District's basic financial statements as listed in the table of contents.

Managementts 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.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits 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 auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity's preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. AccordinglY, wo 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.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, eàch major fund, and the fiduciary fund
information of the Hudson City School District, as of June 30, 2017, and the respective changes in financial
position thereof for the year then ended in accordance with accounting principlôs generally ãccepted in the
United States of America.

Other Matters

Requíred Supplementary Inþrmation

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, budgetary comparison information and the schedule of funding
progress of other postemployn,ent benefits, the District's proportionate share of the net pension
asset/liability, and District contributions on pages Ml-Ml0 ana 4S-4g be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Govemment 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 wã
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Inþrmation

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Hudson City School District's basic financial statements as a whole. The other
supplementary information is presented for purposes of additional analysis and is not a required part of the
financial statements, but is supplementary information required by the New York State Education
Department. The other supplementary information has not been subjected to the auditing procedures applied
in the audit of the basic financial statements and accordingly, we do not express un opiniott or provide any
assurance on it.



other Reporting Required by Government Audítíng støndørds

In accordance with Government Auditing Støndards, we have also issued our report dated
October 18, 2017 on our consideration of the Hudson City 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 providã an opinion
on the internal control over financial reporting or on compliance. That r.port is an integral part of an audit
performed in accordance with Govemment Auditing Standards in considering Hudson City S"ttool District,s
internal control over financial reporting and compliance.

*-L/fu e/* Øyvt

New York
October 18,2017
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HUDSON CITY SCHOOL DISTRICT
Management's Discussion and Analysis (MD&A)

June 30,2017

INTRODUCTION

The Hudson City School District offers readers of the District's financial statements this
narrative overview and analysis of the financial activities of the District for the fiscal year ended
June 30, 2017. Please review it in conjunction with the District's financial statements and the
accompanying notes to the financial statements.

F'INANCIAI, GHLIGHTS

the continued increase in the OPEB obligation.

balances of $5,305,458, a decrease of $1,265,362 in comparison with the prior year.

OVERVIEW OF TTIE FINAIICIAL STATEMENTS

This Management's Discussion and Analysis narrative (required supplemental information) is
intended to serve as an introduction to the District's basic financial statements. The District's
basic financial statements are comprised of three components:
L Districtwide Financial Statements
2. Fund Financial Statements
3. Notes to the Financial Statements

In addition to these statements, this report also includes required supplemental information and
other supplemental information.

Our auditor has provided assurance in the independent auditor's report that the Basic Financial
Statements are fairly stated. A different degree of assurance is being provided by the auditor
regarding the supplemental information identified below. A user of this report should read the
independent auditor's report carefully to ascertain the level of assurance being provided for each
part in the financial statements.
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Financial Statements

Required Supplemental Information (Part A)
Management's Discussion & Analysis (MD&A)

Financial

Districtwide
Financial Statements

e Fund
Financial Statements

otes to the Basic Financial

Required Supplemental Information(Part Bl

General Fund Budget to Actual Schedule

Funding Progress of OPEB

District's Proportionate Share of Pension Asset/Liability

District Contributions

Other Supplemental Information

General Fund Budget & Fund Balance Information

Capital Project Funds Schedule of Project Expenditures

Schedule of Net fnvestment in Capital Assets

DISTRICT\ryIDE FINANCIAL STATEMENTS

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

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

The statement of activities presents information showing how the 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.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g. certain federal/state grants earned but not yet received,
unused vacation/sick leave, and proceeds from Revenue Anticipation Notes and related interest).
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All of the District's services are reported in the districtwide financial statements as governmental
activities, including general support, instruction, pupil transportation, community services, and
school lunch. Property taxes, state/federal aid, and investment earnings finance most of these
activities. Additionally, all capital and debt financing activities are reported here.

DISTRICTWIDE ANCIAL ANALYSIS

Hudson City School District's Net Position
June30,2017 and20l6

Governmental

Activities

2017 2016

Variance
Increase

(Decrease

Current Assets

Capital Assets

Net Pension Asset

Total Assets

Deferred Outflows of Resources

Total Assets and Outflows of Resources

Current Liabilities
Noncurrent Liabilities
Net Pension Liability

Total Liabilities
Deferred Inflows of Resources

Total Liabilities and Inflows of Resources

Net Position:
Investment in capital assets, net of related debt
Restricted

Unrestricted (dehcit)
Total Net Position

t9.8 30,2s4\
64,557,352 74,786,956 (10,229,604)
11,090,796 4,221,268 6,869,529
75,648,148 79,008,224 (3,360,076)

$ 10,668,782

53,888,570
$ 11,255,772

53,700,930

9,830,254

$ (586,990)

187,640

7,475,615
91,734,156
2,277,143

6,683,429
87,753,772

2,236,586

792,187

3,990,394

40,557

101,486,914 96,673,796 4,772,571
5.349 ,816

106,836,730
8,878,840

105,552,626

(3,529,024)

1,243,547

21,217,599
7,617,318

(60,023,488)

18,539,460

1,817,707
(46,901,569)

2,678,128
5,799,611

(l3,l2l,gtg)
$(31,188,582) s(26,544,402) $ (4,644,180)
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Hudson City School District's
Changes in Net Position

X'or the Years Ended June 30, 2017 and2016

C¡overnmental

Activities

2017 2016

Variance
Increase

(Decrease)

Rerrcnues:

Program Revenues:
Charges for Services

Operating Grants and Contributions
Total Program Revenues

Cæneral Revenues:
Real Property Taxes

Other Taxltems
Nonproperty taxes

Use of Money and Property
Sale of Property and Conpensation for [¡ss
Míscellaneous
State Sources

Federal Sources

Total Creneral Revenues

Expenses (Net of Program Rerænues):

Instruction
Support Services:

General Support
Pupil Transportation
Community Service
Debt Service-Interest
Dep reciation -Unalloc ated
Fiscal Agent Fees

School Lunch
Total Eryenses

Change in Net Position

$ s.2r l ,724 $ 5,038,172 g t73,552

$ 278,613

4,933,t11
$ 400,003

4,639,169
$ (121,3e0)

294,942

$ 20,193,071

1,968,747

658,002

279,615

20,818

58t,737
21,821,397

268,278

I 19,701,778

1,992,351

600,992

268,157

357,329

707,789

22,U9,729
269,269

s 491,293

(23,604)

57,010

11,459

(336,5 I 1)

(126,0s2)

(228,331)

9

45,791,665 45,946,393 (1s4,728)

38,588,306 34,987,583 3,600,723

6,725,215

2,209,663

39,989

1,237,679

1,7o3,669

6,269,354

l,g7g,3lg
M,221

5,285,428

1,786,259

308,662

Q7,260)

455,861

329,344

(4,233)

(4,047,750)

(82,589)

(308,662)

9,586(67,674\

50,435,845 50,483,565 (47,720)

$ (4,644,180) S (4,537,172) $ (107,008)
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The following charts provide the percentage of breakdown of all revenues by source and all
expenses by function for the entire District:

Districtwide Revenues by Source
X'or the Year Ended June 30r2017

REVENUES BY SOURCE

4Ùo/o 48o/o

Districtwide Expenses by Function
For the Year Ended June 30r 201,7

lState/Federal
Sources 48%

lNonproperty Tax 2%

trUse of Money and
Property 1%

trProperty Tax and
Other Tax ltems 48olo

tOther 1olo

rGeneral Support 13%

I lnstructionTTo/o

o Pupil Transportation
4o/o

øDepreciation 3%

rDebt Service-lnterest
3o/o

¡Other 0%

EXPENSES BY FUNCT¡ON

13o/o

Oo/o

3%

77o/o
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FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the District's funds,
focusing on its most significant or "major" funds.

A fund is a grouping of related accounts, and is used to maintain control over resources that have
been segregated for specific activities or objectives. The District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance related
legal requirements. The District establishes other funds to control and manage money for
particular pu{poses (such as repaying its long-term debts) or to show that it is properly using
certain revenues (such as federal grants). All of the funds of the District can be divided into two
categories; governmental funds, and fiduciary funds.

Governmental fund reporting focuses on showing how money flows into and out of funds,
and the balances left at year-end that are available for spending. They are reported using the
modified accrual method of accounting, which measures cash and all other financial assets
that can readily be converted into cash. The governmental fund statements provide a detailed
short-term view of the District's operations and the services it provides. Governmental fund
information helps the reader determine whether there are more or fewer financial resources
available to be spent in the near future to finance the District's programs. Because this
information does not encompass the additional long-term focus of the district-wide
statements, additional information at the bottom of the goverrìmental funds statements
explains the relationship (or differences) between them.

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

F'UND F'INANCIAI, ANAT, IS IDISTRICT'S F'UNDSì

The District's governmental funds (as presented on the balance sheet) reported a combined Fund
Balance of $5,305,458, which is below last year's total of $6,570,820. The schedule below
indicates the fund balance and the total change in fund balance by fund type as of June 30,2017
and2016.

Variance
IncreaseFund Balance

2017

Fund Balance
2016

General

School Lunch
Federal

Capital
Debt Service

Totals

$ 4,966,33r
299,053

s 4,866,992
230,9r0

4,416
1,414,828

53,674

$ 99,339
68,143
(4,416)

(1,429,425)

997

(t4,597)
54,671

_$_5,30s,4s8_ _$__qá?0,829_ s (1,265,362)
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General Fund
The tables that follow assist in illustrating the financial activities and balance of the general fund

Revenues: 2017 24rc

Variance
Increase

@ecrease)

Taxes and Other Tax ltems
Nonproperly Taxes

Use of Money and Property
State/Federal Sources

Other
Operating Transfers In

Totals

kpenses:

Creneral Support
Instruction
Pupil Transportation
Cornrnunity Service
Employee Benefits
Debt Service
Other

Totals

$ 22,184,037

658,002

278,149

22,089,67s

462,974
29,409

s 411,925

57,010

10,532
(228,322)
(745,101)

3,r12

s 21,766,112

600,992
267,617

22,317,997
1,207,975

25,296

_$_4srql.l1l $ 46,185,989 _$-_@s10_

2017 2016

Variance
Increase

(Decrease)

$ 4,588,528
21,799,936
2,143,4L1

39,988
13,138,374
4,134,66r

367,00g

g 4,294,064
2t,to2,st2

\418,282
44,221

12,533,494
4,746,2Ø
1,583,155

g 294,464
87,324

325,129
(4,233)

604,880
(611,603)

(1,216,147)
$ (s20,186)$ 45,601,806 g 46,121,992

GENERAL FUND BUDGET INFORMATION

The District's budget is prepared in accordance with New York State law and is based on the
modified accrual basis of accounting, utilizing cash receipts, disbursements, and encumbrances
The most significant budgeted fund is the General Fund.

The difference between the general fund's original budget and the final amended budget was
$453,802. This amount represents transfer to the Capital Fund for $250,000 and encumbrances
from the prior year of $203,802.
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CAPITAL ASSETS

The District's capital assets (net of accumulated depreciation) as of Jun e 30,2017 are as follows:

Asset Descri Amount

Land
Construction in Progress
Buildings and Improvements
Machinery and Equipment
Vehicles

g 46,962
1,964,597

51,344,532
487,039
45.440

Total $$J8SJZQ

The total increase in the District's capital assets (net of accumulated depreciation) for the current
fiscal year was $187,640. The most significant change to the capital assets is attributable to the
capital costs from the districtwide project less the depreciation expense.

DEBT

The District had debt outstanding including serial bonds and a capital lease in the amounts of
932,67 0,982 as of Jun e 30, 2017 , a decrease over the previous year of $2, 490,488. The debt
outstanding for the year ended June 30, 2017 is summarized as follows:

Debt Descrintion Outstandins Balance

Bonds
Capital Lease

$ 32,020,000
650.982

Totals s 32.670.982

The District has refunding bonds outstanding, the proceeds of which are in escrow to fund other
previously existing debt. The refunding was done to lower the interest payments that are paid in
the future.

Under current state statutes, the District's general obligation bonded debt issues are subject to a
legal limitation based on a percentage of the total full value of real property. At June 30,2017
the District's general obligation debt was less than its total debt limit. The District has a bond
rating of A.
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FACTORS BEARING ON THE DISTRICT'S FUTURE

At the time these financial statements were prepared and audited, the District was aware of
existing circumstances that could significantly affect its financial health in the future. When the
state initially dealt with the impacts of the "Great Recession," it experienced a significant loss of
revenue and implemented a freeze in foundation aid levels along with a Gap Elimination
Adjustment (GEA) which reduced foundation aid amounts due to school districts. While the New
York State Legislature passed a budget for 2017-I8 that includes increased revenues for districts
with significant ELL (English Language Leamer) populations, the Foundation Aid Formula has
yet to be adjusted to reflect the current landscape of New York State public schools. This
presents significant challenges in projecting revenues for districts like Hudson, where almost half
of the District's revenue budget comes from state aid.

In June of 201 1, the New York State Legislature passed the Property Tax Cap Chapter 97 of the
Laws of 2011, which began with the 2012-13 school year budget, and remains in effect
unchanged. The legislation provides a calculation for a tax levy limit, which caps the amount of
revenues the District can raise through the levy of taxes. In the circumstance of a defeat of an
original budget with a tax levy increase calculated in accordance with the legislation and a
resubmitted/revised budget defeat, the Board of Education is mandated by this legislation to
adopt a budget that levies a tax no greater than that of the prior year; a zero percent tax levy
increase. The legislation poses a serious public relations challenge to the District, due to the
public perception of the law as being a"2Yo property tax cap". Consequently, many members of
the public interpret this as alaw which caps their individual tax bills at2%. As a result, it has
become the responsibility of the District to combat the misconceptions of the law.

The District will continue to review existing educational program offerings, and review all
services offered to determine if there are operational efficiencies that can be implemented. Areas
such as special education and transportation have been focal points in the past in terms of cost
cutting, and the District recognizes the burden that is placed in these areas because of some of
the unfunded mandates originating from the State level. The District is in the process of
updating the long range financial plan to ensure that the District can maintain the funding levels
necessary to support the District's mission and operations, and that fund balance management is
followed. To this end, the District plans to reduce liabilities whenever possible, and continue to
fund existing reserves.

Current challenges include maintaining and upgrading the existing facilities. On February 9,
2016, the voters also approved a multi-year capital project that will address issues raised in the
2015 Building Condition Survey. Moreover, in response to declining enrollment trends, the
Vision 2020 Capital Project will further consolidate the Hudson City School District Campus to
create long-term programmatic and operational efficiencies. With the retirement of a portion of
the District's debt in2015-16, the timing of the capital project will reduce the financial burden of
a capital project to the taxpayers.

Nearly completed at the time of this audit, Phase I of the capital project encompasses HVAC
upgrades to the Hudson Junior/Senior High campus, as well as a new eightJane artificial turf
field, which will afford Hudson City School District to host state-level track and field
competitions. The new athletic complex has become a source of student, District and community
pride, as it provides our top-ranked student athletes a home-field advantage to be proud of.
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In the 2015-16 school year, the New York State Education Department removed Hudson City
School District from the 'oFocus District" list. This means that the District, and each of iis
schools, has been given a designation of "Good Standing" from NYSED. V/hile this is an
accomplishment to be celebrated, the District received State funding while it had the designation
of being a "focus district" to assist with the additional programmatic supports necessary to better
educate and serve our students. By being a district in "good standing';, the District must find
ways to maintain and build upon the progress that has been made with less financial support.

The cost of employee benefits continues to be a major budgetary factor for all school districts.
Throughout the 2016-17 school year, the District has worked to mitigate those costs through
contract negotiations, while ensuring that District employees continue to receive ample benefits.

In conclusion, the Hudson City School District has committed itself to financial planning and
fiscal accountability. The district will continue the essential long range financial plan, anã will
continue to strive to add to its fund balance to prepare for and to meet the challenges of the
future.

CONTACTING THE DISTRICT'S F'INANCIAL MANAGEMENT

It is the intent of this report to provide the District's citizens, taxpayers, customers, investors and
creditors with a general overview of the District's finances and to demonstrate the District's
accountability for the funds it receives. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the following:

Sharifa Carbon, School Business Administrator
Hudson City School District
2l5Hany Howard Avenue
Hudson, New York 12534

(sl8) 828-4360



HUDSON CITY SCHOOL DISTRICT
STATEMENT OF NET POSITION

June 30,2017

ASSETS
Unrestricted cash

Restricted cash

Taxes receivable
Other receivables, net
State and federal aid receivable
Due from other governments

Due from fiduciary funds
Inventories
Capital assets, net

Total Assets

DEFERRED OUTF'LOWS OF RESOURCES
Pensions

Total Deferred Outflows of Resources

LIABILITIES
Current Liabilities:
Accounts payable

Accrued liabilities
Due to teachers'retirement system
Due to employeesr retirement system
Unearned revenues

Long-Term Liabilities:
Due and payable within one year

Bonds payable

Other debt payable

Due and payable after one year
Bonds payable

Other debt payable

Due to employees' retirement system
Compensated absences payable

Other postemployment benefits payable
Net pension liability - proportionate share

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Pensions

Advanced refunding premium

Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets

Restricted
Unrestricted (deficit)

21,217,588
7,617,319

(60,023,488)

See auditor's report. See notes to financial statements.

-t-

s 4,965,826
2,263,211

7 17,883

t3t,220
1,903,722

320,312
337 ,37 5

29,233

53,888,570

$ I 1,090,796

s 64,557,352

$ l 1,090,796

$ 2,134,943
554,623

2,005,916
160,470
JJ 159

2,335,000

251,604

29,685,000

399,378
502,667

752,845
60,394,266
2,277,t43

606,841
4,742,975

$ l0l,486,914

$ s,349,816

Total Net Position $ (31,r88,s82)



HUDSON CITY SCHOOL DISTRICT
STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION

For Year Ended June 30, 2017

Expenses
Expenses

Allocation

Program Revenues
Charges for Operating
Services Grants

Net (Expense)

Revenue and

Changos in
Net Position

FUNCTIONS/PROGRAMS
General support
Instruction
Pupil transportation
Community services
Employee benehts
Debt service-interest
Depreciation
School lunch program

I 4,587,678
25,206,150
2,213,269

39,988
19,735,403

1,237,679
1,703,669

923,735

s 2,137,537 $

17,370,062
65,252

(19,735,403)

162,552

3,927,s87
69,857

935,667

$ 4,933,111

$ (6,725,215)
(38,588,306)
(2,209,663)

(39,988)

(t,23'7,679)
(1,703,669)

67.6',74

$

60,319

218,294

Total Functions and Programs $ 55,647,569 $ $ 278,613 (50,435,945)

GENERAL REVENUES
Real property taxes

Other tax items

Nonproperty taxes

Use of money and properfy
Sale ofproperty and compensation for loss

Miscellaneous
State sources
Federal sources

Total General Revenues

Change in Net Position

Total Net Position - Beginning of year

Total Net Position - End of year

20,193,071
1,968,747

658,002
279,675

20,g l g

591,737
2r,821.,397

269,279

45,791,665

(4,644,t90)

(26,s44,402)

$ (31,188,582)

See auditor's report. See notes to financial statements.
a



HUDSON CITY SCHOOL DISTRICT
RECONCILIATION OF GOVERNMENTAL FLTNDS BALANCE SHEET TO THE

STATEMENT OF NET POSITION
June 30, 2017

Total
Governmental

Funds

Long-term
Assets,

Liabilities

Reclassifications
and

Eliminations

Statement of
Net Position

Totals

ASSETS
Unrestricted cash

Restricted cash

Taxes receivable
Other receivables, net
Due from other funds
Due from fiduciary funds
Due from other governments

State and federal aid receivable
Inventories
Capital assets, (net)

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Pensions

Total Deferred Outflows of Resources

LIABILITIES
Accounts payable

Accrued liabilities
Bonds payable

Other debt payable

Due to other funds
Due to teachers'retirement system
Due to ernployees' retirement system

Other postemployment benefits payable
Compensated absences

Unearned revenues

Net pension liability- proportionate share

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Pensions

Deferred taxes- (City)
Advanced refunding premium

Total Deferred Inflows of Resources

FUND BALANCE\NET POSITION
Total Fund Balance\Net Position

Total Liabilities, Deferred
lnflows of Resources, and
Fund Balance/Net Position

$ 12,498,223 $ 53,888,570 $ (1,829,441) s 64,ss'7,3s2

$$ 4,965,826 $

2,263,211
717,883
131,220

2,166,816

$

(2,166,816)
337,375

4,965,826
2,263,2t1

717 ,883
131,220

337 ,31s
320,312

1,903,122

29,233
53,888,570

320,312
1,903,722

29,233
53,88 8 ,570

796$

$

l1 $ 11,090,796

$ $ 11,090,796 $ - $ 11,090,79ó

-

2,134,843 $

490,s24
$

64,099
32,020,000

650,982
1,829,441
2,005,916

160,470

(1,829,441)

s02,667
60,394,266

7s2,84s
33, I 59

2 143

$ 6,654,353 S 96,662,002 $ (1,829,441) $ 101,486,914

$ $ 606,841 $

s 2,134,843
5s4,623

32,020,000
650,982

2,005,916
663,137

60,394,266

752,845

33,159
2,277,143

(53 8,412)
606,841

4,742,97s

$

538,412
7 97s

$ 538,412 $ 5,349,816 $ (538,412) $ 5,349,816

$ s,30s,4s8 $ (37,032,4s2\ 538 t2$ (3 1 ,1 88,582)

8 12,498,223 S 64,9't9,366 S (1,829,441) $ 75,648,148

See auditor's report. See notes to financial statements
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HIIDSON CITY SCHOOL DISTRICT
RECONCILIATION OF GOVERNMENTAL FUNDS REVENUES, EXPENDITURES, AND CHANGES IN FI.IND

BALANCE TO THE STATEMENT OF ACTIVITIES
For Year Ended June 30, 2017

Total
Govcmmcntal

Funds

2lg,2g4
51,025,609

I-ongterm
Revenug
Expørses

[ong-term
Debt

Transactions

Statement of
Activities

Capital
Relatetl
Items

REVENTJES
Real property taxes

Other tax items
Nonproperty taxes

Charges for services

Use of money andproperty
Sale ofproperty and

compensation for loss

Miscellaneous
State source.s

Federal sources

Sales - school lunch
Total Revenues

EXPENDITT]RES
General support
Instruction
Pupil hansportation
Community service
Employeebenefits
Debt service-Principal

-Interest
Cost ofsales
Capital outlay
Depreciation

Total Expenditures

Excess (Deficiency)
of Revenues Over Expenditures

OTTMR SOI]RCESANDUSES
Operating transfers in
Operating transfers (out)

Total Other Sources (Uses)

Net Change for the Year @eficit)

$ 20,215,290 $
7,969,747

658,002
60,3 19

279,615

20,919
581,737

23,418,220
3,604,566

(22,2te) $ $ 20,193,071

1,969,747

6s8,002
60,319

279,615

$

(22.219)

20,glg
581,737

23,419,220
3,604,566

2lg,2g4
51,003,389

4,587,679
25,206,150
2,213,269

39,989
19,735,403

1,237,679
923,73s

1,703,669
55,647,569

(4,644,180)

4,588,528
25,210,439

2,213,268
39,988

t3,300,926
2,490,499
1,644,173

923,735
1,979,425

(8s0)
(t 1,034)6,745

6,434,477

(406,49s)
(2,490,488)

(1,879,425)
1,703,669

52,290,970 6,034,727 (187,640) (2,490,488\

0,265^362\ (6,0s6,946\ 187,&0 2,490.488

395,416
(395.416)

(395,416)
395,416

$n $ (6.0s6.940 $ 187,640 $ 2,490,488 $ (4,6,14,180)

See auditor's report. See notes to financial statements
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HTJDSON CITY SCHOOL DISTRICT
BALANCE STIEET- GOVERNMENTAL FUNDS

June 30, 2017

Special School
LunchGeneral Aid

Debt
Service

Capital
Prolects

Total
Governmental

Funds

ASSETS
Unrestricted cash

Reshicted cash

Taxes receivable

Other receivables, net
State a¡d fèderal aid receivable
Due from other funds
Due from other governments

Inventories
Total Assets

FUND BALANCES
Non-spendable
Restricted

Assigned
Unassigned (Deficit)

Total Fund Balances

$ 10,182,532 T---T'+?srs-T-

425,293 $ 4g9,1ll $

17,195
I,050,188

29,233

_$____s35é3e

48,837

5,834

$ 54,671

250,000

$ 258,763 $

5,834

$ 4,051,422 $
2,214,374

7r7,883
114,025

853,534
1,910,982

320,312

$ $ 4,96s,826
2,263,211

717,883
131,220

1,903,722
2,166,916

320,312
29,233

$1

LIABILITIES
Accounts payable

Accrued liabilities
Due to teachers'retirement system
Due to ernployees' retirement system
Due to other funds
Uneamed revenues

Total Liabilities

$

4,677,789

DEFERRED INFLOWS OF RESOURCES
Deferred taxes- (City) 538,412

Total Deferred Inllows of Resources

1,807,374
425,606

2,Q05,916

160,470
278,423

68,706 $
64,9r8

$ $ 2,134,943
490,524

2,005,976
160,470

7,829,4411,310,402
31,455

1,475,491

234,782

704 33 159
236,486 264,597 6,654,353

538,412

2,214,374

360,000
2,391,957

29,233

269,820
54,671 5,348,273

(5,362,870)

(14,597\

539,412

29,233
7,617,318

629,820
(2,970,913\

4,966,331 299,053 s4,67r

Total Liabilities, Deferred Inflows of
Resources and Fund Balances $ 10,182,532 _$___u]Ilql_ _$___53lri9_ $ 54,671 $ 250,000 s 12,498,223

See auditor's report. See notes to financial statements.
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HIIDSON CITY SCHOOL DISTRICT
STATEMENT OF REVENTIES, EXPENDITURES AND CHANGES IN FUND BALANCE- GOVERNMENTAL

FUNDS
For Year Ended June 30, 2017

General
Special School

LunchAid
Debt

Service
Capital
Proiects

Total
Govemmental

Funds

REVENUES
Real property taxes

Other tax items
Nonproperty taxes

Charges for services
Use of money and property
Sale ofproperty and

compensation for loss
Miscellaneous
State sources

Federal sources
Sales

Total Revenues

EXPENDITURES
General support
Instruction
Pupil transportation
Community services
Employee benefits
Debt service
Principal
Interest

Capital outlay
Cost of sales

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

g 20,215,290 $
1,969,747

658,002
60,319

278,149

20,gl g

381,737
21,821,397

268,278

45,672,737 3,997,444 1,154,430

$ $ $ 2Q,215,290
1,968,747

6s8,002
60,319

279,61s997

200,000
20,919

581,73'Ì
23,478,220

3,604,566
218,294

997 200,000 51,025,608

$

469

1,574,655
2,422,789

22,168
913,499
218,294

4,599,529
2 1,1 89,836

2,143,411
39,988

13,138,374

4,020,603
69,8s7

162,552

2,490,488
1,644,173

923,735
45,234,798 4,090,460 1,086,287

437,939 (93,016) 68,143

4,588,528
25,210,439

2,213,268
39,988

13,300,926

1,879,425

2,490,499
1,644,173
1,979,425

923 735
52,290,970

997 (1,679,425) (1,26s,362)

OTHER SOURCES AND USES
Operating transfers in
Operati ng transfers (out)

Total Other Sources (Uses)

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

Fund Balance- Beginning of year

(338,600) 88,ó00

28,408
(367,008)

I 17,008
(28.408)

2s0,000 395,416
(395,416)

250,000

99,339

4,966,992

(4,416)

4,416

68,143

230.910

997

53,674

(1,429,425)

1,4r4,828

(1,265,362)

6,s70,820

Fund Balance (Deficit) - End of year $ 4,966,33 1 $ $ 299,053 $ 54,671 $ (14,597) $ s,30s,4s8

See auditor's report. See notes to financial statements
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HUDSON CITY SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION

June 30,2017

ASSETS
Cash

Total Assets

LIABILITIES
Extraclassroom activity balances
Other liabilities
Due to govemmental funds

Total Liabilities

Agency

$ 689,013

$ 689,013

$ t14,845
236,793
337,375

$ 689,013

See auditor's report. See notes to financial statements.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

I. Summary of Significant Accounting Policies

The financial statements of the Hudson City School District have been prepared in conformity with
generally accepted aucounting principles (GAAP). Those principles are as presoribed by the
Governmental Accounting Standards Board (GASB) which is the accepted standard-setting body for
establishing governmental accounting and fi nancial reporting principles.
Significant accounting principles and policies utilized by the District are described below:

A. Reportins Entitv

The Hudson City School District is governed by the laws of New York State. The District is
an independent entity govemed by an elected Board of Education consisting of 7 members.
The President of the Board serves as the chief fiscal officer and the Superintendent is the chief
executive officer. The Board is responsible for and controls all activities related to public
school education within the District. Board members have authority to make decisions, power
to appoint management, and primary accountability for all fiscal matters.

The reporting entity of the District is based upon criteria set forth by GASB Statement 14, The
Financial Reportine Entity, as amended by GASB Statement 39, Component Units. The
financial reporting entity consists of the primary goveÍìment, organizations for which the
primary government is financially accountable and other organizations for which the nature

and significance of their relationship with the primary government are such that exclusion
would cause the reporting entity's financial statements to be misleading or incomplete.

The accompanying financial statements present the activities of the District. The District is
not a component unit of another reporting entity. The decision to include a potential

component unit in the School District's reporting entþ is based on several criteria including
legal standing, fiscal dependency, and financial accountability. Based on the application of
these criteria, the following is a brief review of certain entities included in the School

District's reporting entity:

The Extraclassroom Activitv Funds
The Extraclassroom Activity Funds of the Hudson City School District
represent funds of the students of the School District. The Board of
Education exercises general oversight of these funds. The
Extraclassroom Activity Funds are independent of the School District
with respect to its financial transactions and the designation of student

management. Separate audited financial statements (cash basis) of the

Extraclassroom Activity Funds aÍe included in these financial

statements. The District accounts for assets held as an agent for various

student orgarnzations in an agency fund.
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I.

HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of SignilÏcant Accounting Policies (Continued)

B. Joint Venture

The Hudson City School District is one of 22 component school districts in the Rensselaer-
Columbia-Greene Board of Cooperative Educational Services (BOCES). A BOCES is a
voluntary, cooperative association of school districts in a geographic area that share planning,
services, and programs which provide educational and support activities.

BOCES are organized under Section 1950 of the Education Law. A BOCES Board is
considered a corporate body. All BOCES property is held by the BOCES Board as a
corporation (Section 1950(6)). In addition, BOCES Boards are considered municipal
corporations to permit them to contract with other municipalities on a cooperative basis under
Section 119-n(a) of the General Municipal Law.

A BOCES' budget is comprised of separate budgets for administrative, program, and capital
costs. Each component school district's share of administrative and capital cost is determined
by resident public school district enrollment as defined in Education Law, Section
1950(4XbX7). In addition, component districts pay tuition or a service fee for programs in
which its students participate.

There is no authority or process by which a school district can terminate its status as a BOCES
component. In addition, component school districts pay tuition or a service fee for programs
in which their students participate. Members of a BOCES Board are nominated and elected
by their component member boards in accordance with provisions of Section 1950 of the
Education Law.

During the year ended June 30, 2017, the Hudson City School District was billed 52,329,535
for BOCES administrative and program costs. The District's share of BOCES Aid amounted
to $698,505. Financial statements for the BOCES Aid are available from the BOCES
administrative office.

C. Basis of Presentation

1. Districtwide Statements

The Districtwide Statement of Net Position and the Statement of Activities present
financial information about the District's governmental activities. These statements
include the financial activities of the overall government in its entirety, except those
that are fiduciary. Eliminations have been made to minimize the double counting of
internal transactions. Governmental activities generally are financed through taxes,

-9-



HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

I. Summary of Significant Accounting Policies (Continued)

C. Basis of Prcscntation (Continued)

1. Districtwide Statements (Continuedl

State Aid, intergovernmental revenues, and other exchange and nonexchange
transactions. Operating grants include operating-specific and discretionary (either
operating or capital) grants, while the capital grants column reflects capital-specific
grants.

The Statement of Net Position presents the financial position of the District at fiscal
year-end. The Statement of Activities presents a comparison between program
expenses and revenues for each function of the District's governmental activities.
Direct expenses are those that are specifically associated with and are clearly
identifiable to a particular function. Program revenues include charges paid by the
recipients of goods or services offered by the programs, and grants and contributions
tha| are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues, including all taxes, are
presented as general revenues. Indirect expenses, principally employee benefits, are
allocated to functional areas in proportion to the payroll expended for those areas.

2. Fund

a.

Statements

The fund financial statements provide information about the District's funds, including
fiduciary funds. Separate statements for each fund category (governmental and
fiduciary) are presented. The emphasis of fund financial statements is on major
govemmental funds, each displayed in a separate column.

The District reports the following funds:

Maior Governmental tr'unds

(1) General Fund - This is the District's primary operating fund. It
accounts for all financial transactions that are not required to be
accounted for in another fund.

(2) special Aid Fund - These funds account for the proceeds of specific
revenue sources, such as federal and state grants, that are legally
restricted to expenditures for specified purposes and other activities
whose funds are restricted as to use. These legal restrictions may be
imposed either by governments that provide the funds, or by outside
parties.
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I.

HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of Significant Accounting Policies (Continued)

C. Basis of Presentation (Continued)

2. Fund Financial Statements (Continued)

a. Maior Governmental Funds (Continued)

(3) School Lunch Fund - Used to account for transactions of the
District's lunch and breakfast programs.

(4) Debt Service X'und - This fund accounts for the accumulation of
resources and the payrnent of principal and interest on long-term
obligations for governmental activities.

(5) Capital Projects Fund - This fund is used to account for the financial
resources used for acquisition, construction, or major repair of capital
facilities.

b. Fiduciarv Funds

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

(1) Private Purpose Trust Funds - These funds are used to account for
trust arrangements in which principal and income benefits annual third
party awards and scholarships for students. Established criteria govern
the use of the funds and members of the District or representatives of the
donors may serve on committees to determine who benefits.

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

-11-



HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

I. Summary of Significant Accounting Policies (Continued)

D. Measurement Focus and Basis of Accounting

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 or economic resources. The basis of accounting
indicates the timing of transactions or events for recognition in the financial statements.

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

The fund statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The District considers all revenues reported in the governmental
funds to be available if the revenues are collected within 60 days after the end of the fiscal
year.

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

E. Cash and Investments

The District's cash and cash equivalents consist of cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from date of acquisition.
New York State law governs the District's investment policies. Resources must be deposited
in FDlC-insured commercial banks or trust companies located within the State. Permissible
investments include obligations of the United States Treasury, United States Agencies,
repurchase agreements and obligations of New York State or its localities. Collateral is
required for demand and time deposits and certificates of deposit not covered by FDIC
insurance. Obligations that may be pledged as collateral are obligations of the United States
and its agencies and'obligations of the State and its municipalities and districts. Certain cash
balances are restricted by various legal and contractual obligations, such as legal reseryes and
debt agreements.
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I.

HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of Significant Accounting Policies (Continued)

F. Propertv Taxes

Real property taxes are levied annually by the Board of Education no later than September l,
and become a lien on July I . Taxes are collected during the period July I to October 31.

The City and Counties in which the District is located enforce uncollected real property taxes.
An amount representing all uncollected real property taxes must be transmitted by the City to
the District within two years from the return of unpaid taxes to the city. Real property taxes
receivable expected to be collected within 60 days of year-end, less similar amounts collected
during this period in the preceding year are recognized as revenue. Otherwise, a deferred
inflow of resources ofßet real property taxes receivable.

G. Restricted Resources

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

H. Interfund Transactions

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

In the districtwide statements, the amounts reported on the Statement of Net Position for
interfund receivables and payables represent amounts due between different fund types
(governmental activities and fiduciary funds). Eliminations have been made for all interfund
receivables and payables between funds, with the exception of those due from or to the
fiduciary funds.

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

Refer to Note IV for a detailed disclosure by individual fund for interfund receivables,
payables, expenditures and revenues activity.

-13-



I.

HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of SignifÏcant Accounting Policies (Continued)

I. Estimates

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

J. Receivables

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

K. Inventories Prenaid ltems

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

Prepaid items represent payments made by the District for which benefits extend beyond year-
end. These payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both the districtwide and fund financial statements. These items
are reported as assets on the Statement of Net Position or balance sheet using the consumption
method. Under the consumption method, a current asset for the prepaid amounts is recorded
at the time of purchase and an expense/expenditure is reported in the year the goods or
services are consumed.

A portion of fund balance has been classified as nonspendable to indicate that inventory does
not constitute an available spendable resource.

L. Other Assets/Restricted Assets

Certain proceeds from serial bonds and bond anticipation notes, as well as resources set aside
for their repayment are classified as restricted assets in the districtwide financial statements
and their use is limited by applicable bond covenants.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

I. Summary of Significant Accounting Policies (Continued)

L. OtherAssets/RestrictedAssefs(Continued)

In the districtwide financial statements, bond discounts and premiums, and any prepaid bond
insurance costs are deferred and amortized over the life of the debt issue. Bond issuance costs
are recognized as an expense in the period incurred.

M. Capital Assets

Capital assets are reflected in the districtwide financial statements. Capital assets are reported
at historical cost or estimated historical costs, based on appraisals conducted by independent
third party professionals. Donated assets are reported at fair market value as of the date
received. Additions, improvements and other capital outlays that significantly extend the
useful life of an asset are capitalized. Other costs incurred for repairs and maintenance are
expensed as incurred.

Capital assets, except land, are depreciated on a straight-line basis over their estimated useful
lives. Capitalizationthresholds and estimated useful lives of capital assets reported in the
districtwide statements are as follows:

Capitalization Estimated
Useful LifeThreshold

Site Improvements
Buildings and Improvements
Fumiture and Equipment
Vehicles

$

$

$

$

500
500
500
s00

20
15-s0
5-15

8

N. Compensated Absences

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

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

District employees are granted vacation in varying amounts, based primarily on length of
service and service position. Some eamed benefits may be forfeited if not taken within
varying time periods.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

I. Summary of Significant Accounting Policies (Continued)

N. Compensated Absences (Continued)

Consistent with GASB Statement 16, Accounting for Compensated Absences, the liability has
been calculated using the vested method and an accrual for that liability is included in the
Districtwide Financial Statements. The compensated absences liability is calculated based on
the pay rates in effect atyear end. In the fund statements only the amount of matured
liabilities is accrued within the General Fund based upon expendable and available resources.
These amounts are expensed on a pay-as-you-go basis.

O. Accrued Liabilities and Lons-Term Oblisations

Payables, accrued liabilities and long-term obligations are reported in the districtwide
financial statements. In the govemmental funds, payables and accrued liabilities are paid in a
timely manner and in full from current financial resources.

Claims and judgments and compensated absences that will be paid from govemmental funds
are reported as a liability in the funds financial statements only to the extent that they are due
for pa¡ment in the current year. Bonds and other long-term obligations that will be paid from
governmental funds are recognized as a liability in the fund financial statements when due.

Long-term obligations represent the District's future obligations or future economic outflows.
The liabilities are reported as due in one year or due within more than one year in the
Statement of Net Position.

I)eferred Outfl of Resources

Deferred outflows of resources, in the Statement of Net Position, represents a consumption of
net position that applies to a future reporting period and so will not be recognized as an
outflow of resources (expense/expenditure) until that time. The District has two items that
qualiSz for reporting in this category, both of which relate to pensions. The first item
represents the effect of the net change in the District's proportion of the collective net pension
asset or liability and the difference during the measurement period between the District's
contributions and its proportionate share of total contributions to the pension systems not
included in pension expense. The second item is the District's contributions to the pension
systems (TRS and ERS Systems) subsequent to the measurement date.

P
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

I. Summary of Significant Accounting PolicÍes (Continued)

a. Deferred Inflows of Resources

Deferred inflows of resources represents an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
The District has two items that qualifu for reporting in this category. One item is related to
pensions reported in the Districtwide Statement of Net Position. This represents the effect of
net change in the District's proportion of the collective net pension liability and difference
during the measurement periods between the District's contributions and its proportionate
share of total contributions to the pension systems not included in pension expense, and the
net difference between projected and actual eamings on pension plan investments. The
second item represents the amount of premiums received on advanced refunding to be
amortized over the life of the bond.

R. Unearned Revenue

Uneamed revenues arise when resources are received by the District before it has a legal claim
to them, as when grant monies are received prior to the incurrence of quali$iing expenditures
or when charges for service monies are received in advance from payers prior to the services
being rendered by the District. These amounts are recorded as liabilities in the financial
statements. The liabilities are removed and revenues are recognized in subsequent periods
when the District has legal claim to the resources.

S. Other Benefits

Eligible District employees participate in the New York State Teachers' Retirement System or
the New York State and Local Employees' Retirement System.

District employees may choose to participate in the District's elective defened compensation
plans established under Internal Revenue Code Sections 403(b) and 457.

In addition to providing pension benefits, the District provides postemployment health
insurance coverage and survivor benefits to retired employees and their survivors in
accordance with the provision of various employment contracts in effect at the time of
retirement.

Substantially all of the District's employees may become eligible for these benefits if they
reach normal retirement age while working for the District. Health care benefits are provided
through plans whose premiums are based on the benefits paid during the year. The cost of
providing post-retirement benefits is shared between the District and the retired employee.
The District recognizes the cost of providing health insurance by recording its share of
insurance premiums as an expenditure.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of Significant Accounting Policies (Continued)

T. Short-Term Debt

The School District may issue Revenue and Tax Anticipation Notes in anticipation of receipt
of revenues. These notes are recorded as a liability of the fund that will actually receive the
proceeds from the issuance of the notes. The revenue anticipation and tax anticipation notes
represent a liability that will be extinguished by the use of expendable, available resources of
the fund.

The District may issue budget notes up to an amount not to exceed 5%o ofthe amount of the
annual budget during any fiscal year for expenditures for which there is an insufficient or no
provision made in the annual budget. The budget note must be repaid no later than the close
of the second fiscal year succeeding the year in which the note was issued.

The School District may issue Bond Anticipation Notes in anticipation of proceeds from the
subsequent sale of bonds. These notes are recorded as a current liability of the fund that will
actually receive the proceeds from the issuance of bonds. State law requires that bond
anticipation notes issued for capital purposes be converted to long-term financing within five
years after the original issue date.

U. Equitv Classifications

1. Districtwide Staternents

In the districtwide statements there are three classes of net position:

Net investment in capital assets - consists of
net capital assets (cost less accumulated depreciation)
reduced by outstanding balances ofrelated debt obligations
from the acquisition, construction or improvement of those
assets.

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

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

-18-



I.

HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of Significant Accounting Policies (Continued)

U. Equity ClassifÏcations (Continued)

2. Fund Statements

1

In the fund basis statements, there are five classifications of fund balance:

Non-spendable - includes amounts that cannot be spent because they are either not in
spendable form or legally or contractually required to be maintained intact. Non-
spendable fund balance includes the inventory recorded in the School Lunch Fund of
s29,233.

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

Encumbrances
Encumbrance accounting, under which purchase orders,
contracts and commitments of expenditures are recorded
for budgetary control purposes in order to reserve applicable
appropriations, is employed as a control in preventing over-
expenditure of established appropriations. Open encumbrances
are reported as restricted fund balance in all funds other than
the General Fund, since they do not constitute expenditures or
liabilities and will be honored through budget appropriations
in the subsequent year.

) Workers' Compensation
This reserve is used to pay for compensation benefits and other
expenses authorized by Article 2 of the Vy'orkers' Compensation
Law, and for payrnent of expenses of administering this self-
insurance program. The reserve may be established by Board
action, and is funded bybudgetary appropriations and such other
funds as maybe legally appropriated. Within sixty days after the
end of any fiscal year, excess amounts may either be transferred to
another reserve or the excess applied to the appropriations of the
next succeeding fiscal year's budget. The reserve is accounted for
in the General Fund.

-19-



I.

HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of Signifïcant Accounting policies (Continued)

U. Equifv Classifications (Çontinuqdl

2. Fund Statements (Continued)

General Fund
Employee Retirçment Contributions
Tax Reduction
Workers' Compensation
Employee Benefit Accrued Liabitity

Debt Service Fund
Capital Fund

Total resfricted funds

Emplo]¡ee Retifement Conhibutions
This reserve is used for future employee's retirement obligations.
This reserve may be established by a majority vote of the Éoard,
and is funded by budgetary appropriations and such other reserves
and funds that maybe legally appropriated.

4. Tax Reduction

This reserve is used to reduce real property taxes over a period of time. The
reserve is created by resolution of the Board of Education and is used to reduce
real property taxes for a period not to exceed ten years. The source of funds is
the proceeds from the sale of real property, after being used for any other
legally required pu{pose.

Employee Benefit Accrued Liability
This reserve is used to set aside funds for the payment of
accrued employee benefits due an employee upon termination
of the employee's service. This reserve may be established
by a majority vote of the Board, and is funded bybudgetary
appropriations and such other reserves and funds that may be
legally appropriated. This reserve is accounted for in the
General Fund.

Restricted fund balance includes the following:

J

5

$ 580,658
555,884
633,048
444,794

54,671.

5,348,273

-20-
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of Significant Accounting Policies (Continued)

U. Equitv Classilications (Continued)

2. Fund Statements (Continued)

Committed - Includes amounts that can only be used
for the specific purposes pursuant to constraints imposed
by formal action of the School District's highest level of
decision making, the Board of Education. The School
District has no committed fund balances as of June30,2017.

Assigned - Includes amounts that are constrained by the School
District's intent to be used for specific pulposes, but are neither
restricted nor committed. All encumbrances of the General Fund
are classified as Assigned ['und Balance in the General Fund.
Encumbrances reported in the General Fund amounted to
$0 and the assigned fund balance amounted to
$360,000.

Unassigned - Includes all other General Fund amounts that do not meet the definition
of the above four classifications and are deemed to be available for general use by the
District and could report a surplus or deficit. In funds other than the general fund, the
unassigned classification is used to report a deficit fund balance resulting from over
spending for specific purposes for which amounts had been restricted or assigned.

NYS Real Property Tax Law 1318 limits the amount of unexpended surplus funds a School
District can retain to no more than4o/o of the School District's budget for the General Fund for
the ensuing fiscal year. Nonspendable and restricted fund balance of the General Fund are
excluded from the 4o/o limitation. Amounts appropriated for the subsequent year and
encumbrances are also excluded from the 4o/o limitation.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of SignifTcant Accounting Policies (Continued)

U. Equitv Classifications (Continuedl

2. Fund Statements (Continued)

Order of Use of Fund Balance:

The District's policy is to apply expenditures against nonspendable fund balance, restricted
fund balance, committed fund balance, assigned fund balance and unassigned fund balance at
the end of the fiscal year. For all funds, nonspendable fund balances are determined first and
then restricted fund balances for specific purposes are determined. Any remaining fund
balance amounts for funds other than the General Fund are classified as restricted fund
balance. In the General Fund, committed fund balance is determined next and then assigned.
The remaining amounts are reported as unassigned. Assignments of fund balance cannot
causo a negative unassigned fund balance.

V. New Accounting Standards

The District has adopted all current Statements of the Govemmental Accounting Standards
Board (GASB) that are applicable. At June 30,2017,the District implemented the following
new standard issued by GASB:

GASB has issued Statement 77, Tax Abatement Disclosures, effective for
the year ending June 30, 2017.

GASB has issued Statement 82, Pension Issues, effective for June 30,2017

W. Future Chanses in Standards

GASB has issued Statement 75, Accounting and Financíal Reportingþr Post-
employment Benefits Other Than Pensíons, effective for the year ending June 30, 2018. This
Statement replaces the requirements of Statements No. 45, Accounting and Fínancial
Reporting by Employersþr Postemployment Benefits Other Than Pensions, as amended, and
No. 57, OPEB Measurements by Agent Employers and Agent Multíple-Employer Plans, for
OPEB. For Statement No. 74, Fínancial Reporting.for Postemployment Benefit Plans Other
Than Pension Plans, established new accounting and financial reporting requirements for
OPEB plans.

GASB Statement 84, Fíduciary Activities, effective for the year ending June 30, 2019.

The school district will evaluate the impact that these pronouncements may have on its
financial statements and will implement them as applicable and when material.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Explanation of Certain Differences between Governmental Fund Statements
and Districtwide Statements

Due to differences in the measurement focus and basis of accounting used in the govemmental fund
statements and the districtwide statements, certain financial transactions are treated differently. The
basic financial statements contain a full reconciliation of these items. The differences result primarily
from the economic focus of the Statement of Activities, compared with the current financial resources
focus of the govemmental funds.

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

Total fund balances of the District's governmental funds differ from "net position" of
govemmental activities reported in the Statement of Net Position. This difference primarily
results from the additional long-term economic focus of the Statement of Net Position versus
the solely current financial resources focus of the govemmental fund balance sheets.

2. Statement of Revenues- Exnendihrres- anrl Chanses in Fund Balance vs. Statement of
Activities:

Differences between the funds Statement of Revenues, Expenditures and Changes in Fund
Balance and the Statement of Activities fall into one of three broad categories:

a. Long-term revenue differences :

Long-term revenue differences arise because govemmental funds report
revenues only when they are considered'oavailable", whereas the Statement
of Activities reports revenues when earned. Differences in long-term
expenses arise because governmental funds report on a modified accrual
basis, whereas the accrual basis of accounting is used on the Statement of
Activities.

b. Caoital related differences:
Capital related differences include the difference between proceeds for the
sale of capital assets reported on governmental fund statements and the gain
or loss on the sale of assets as reported on the Statement of Activities, and
the difference between recording an expenditure for the purchase of capital
items in the governmental fund statements and depreciation expense on
those items as recorded in the Statement of Activities.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Explanation of Certain Differences between Governmental Fund Statements
and Districtwide Statements (Continued)

2 Statement
Activities (Continued)

c. Lone-term dett transaction differences:
Long-term debt transaction differences occur because both interest and
principal payments are recorded as expenditures in the governmental
fund statements, whereas interest pa¡rments are recorded in the
Statement of Activities as incurred, and principal payments are recorded
as a reduction of liabilities in the Statement of Net Position.

d. Pension differences:
Pension differences occur as a result of changes in the District's proportion
of the collective net pension asset/liability and differences between the District's
contributions and its proportionate share of the total contributions to the pension
systems.

The costs of building and acquiring capital assets (land, buildings, and equipment) financed
from govemmental funds are reported as expenditures in the year they are incurred, and the
assets do not appear on the Balance Sheet. However, the Statement of Net Position includes
those capital assets among the assets of the District as a whole, and their original costs are

expensed annually of their useful lives.

$81,063,971
27.175.401

$53J88J70

Long-term liabilities are reported in the Statement of Net Position, but not in the
governmental funds, because they are not due and payable in the current period. Balances at
year end were:

20r7 2016

Bonds and notes payable

Other debt

Compensated absences payable

OPEB obligations

Due to employees' retirement system

Net pension liability-proportionate share

Original cost of capital assets

Accumulated depreci ation
Capital assets, net

$ 32,020,000

$ 650,982

s 752,845

$ 60,394,266

$ 502,667

$ 2,277,143

s 34,270,000

$ 891,470

$ 746,100
g 53,759,367
g 577,323

s 2,236,586
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

II. Explanation of Certain Differences between Governmental Fund Statements
and Districtwide Statements (Continued)

in Fund of
Activities (Continued)

When the purchase or construction of capital assets is financed through governmental funds,
the resources expended for those assets are reported as expenditures in the years they are
incurred. However, in the Statement of Activities, the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense. Depreciation of $1,703,669
was less than capital expenditures of $1,891,309 in the current year.

Repa¡mrent of bond principal of 52,490,488 is an expenditure in the govemmental funds, but
it reduces long-term liabilities in the Statement of Net Position, and does not affect the
Statement of Activities.

lnterest on long-term debt and short-term debt in the Statement of Activities differs from the
amount reported in the governmental funds because interest is recorded as an expenditure in
the funds when it is due, and thus requires the use of current financial resources. In the
Statement of Activities, however, interest expense is recognized as the interest accrues,
regardless of when it is due. The interest reported in the Statement of Activities decreased by
$406,495.

III. Cash and fnvestments

A. Deposits

The Hudson City School District's investment policies are govemed by State statutes. The Hudson
City School District's monies must be deposited in FDlC-insured commercial banks or trust
companies located within the State. The Treasurer is authorized to use demand accounts and
certificates of deposit. Permissible investments include obligations of the U.S. Treasury and U.S.
Agencies, repurchase agreements, and obligations of New York State or its localities.

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

2
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

III. Cash and Investments (Continued)

A. Derrosits (Continuedl

Custodial credit risk is the risk that in an event of a bank failure, the District's deposits may not be
returned to it. GASB directs that deposits be disclosed as exposed to custodial credit risk if they are
not covered by depository insurance and the deposits are as follows:

Uncollateralized,
Collateralized by securities held by the pledging financial institution, or
Collateralized by securities held by the pledging financial institution's trust
department or agent but not in the District's name.

Deposits and investments at year end were entirely covered by Federal Deposit Insurance or by
collateral held by the School District's custodial bank in the School District's name.

The District did not have any investments at year end or during the year.

IV. Interfund Transaction

Interfund balances at June 30,2017 are as follows

Interfund lnterfund
Receivable Payable Revenues

A.
B.
C.

General Fund
Special Aid Fund

School Lunch Fund

Capital Fund

Debt Service Fund

$ 1,910,992

250,000

5,834

S 278,423

r,310,402
234,782

5,834

Expenditures

$ 367,008
29,409

$ 28,408

117,008

250,000

Total governmental activities 2,166,816 l,g2g,44r $ 395,416 $ 395,416

Fiduciary Agency Fund 337,375

Totals s 2,166,976 $ 2,166,916

Interfund receivables and payables, other than between governmental activities and fiduciary funds,
are eliminated on the Statement of Net Position.
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V. Capital Assets

Buildings and improvements
Machinery and equipment
Vehicles

Total other capital assets:

Less accumulated depreciation:

Buildings and improvements
Machinery and equipment
Vehicles

Total accumulated depreciation

Other capital assets, net

Total

HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

A summary of changes in general fixed assets follows:

Balance

7lv20l6 Additions Deletions

$

Balance

613012017
Capital assets-not depreciated:

Land
Construction in progress

$ 46,962

85,172
$

r,979,425

Total capital assets-not depreciated: 132,134 I,879,425

Other capital assets:

$ 46,962

r,964,597

2,011,559

76,001,023
2,glg,slg

2t9 986

79,040,528

11,884
76,001,023
2,831,403

2l9,9g6

11,884 79,052,412

23,037,997

2,267,591
166,254

1,618,594

76,783
8,292

24,656,491
2,344,364

114,546

25.471,732 1,703,669 27.17s ,401

53,568,796 1 ,785 5r,877,011

$ 53,700,930 $ 187,640 $ $ 53,888,570

Depreciation expense for the period was shown as unallocated in the Statement of Activities.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

VI. Pension Plans

1. General Information

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

2. Plan Descriotions and Benefits Provided

Teachers' Retirement System (TRS)
The District participates in the New York State Teachers' Retirement System (TRS). This is a cost-
sharing multiple-employer retirement system. The System provides retirement benefits as well as,

death and disability benefits to plan members and beneficiaries as authorized by the Education Law
and the Retirement and Social Security Law of the State of New York. The System is governed by a
10 member Board of Trustees. System benefits are established under New York State Law.
Membership is mandatory and automatic for all full{ime teachers, teaching assistants, guidance
counselors and administrators employed in New York Public Schools and BOCES who elected to
participate in TRS. Once a public employer elects to participate in the System, the election is
irrevocable. The New York State Constitution provides that pension membership is a contractual
relationship and plan benefits cannot be diminished or impaired. Benefits can be changed for future
members only by enactment of a State statute. Additional information regarding the System, may be
obtained by writing to the New York State Teachers' Retirement System, 10 Corporate W'oods Drive,
Albany, NY 12211-2395 or by referring to the NYSSTR Comprehensive Annual Financial report
which can be found on the System's website at www.nystrs.org.

Employees' Retirement System (ERS)
The District participates in the New York State and Local Employees' Retirement System (ERS).
This is a cost-sharing multiple-employer retirement system. The System provides retirement benefits
as well as death and disability benefits. The net position of the System is held in the New York State

Common Retirement Fund (the Fund), which was established to hold all net assets and record
changes in plan net position allocated to the System. The Comptroller of the State of New York
serves as the trustee of the Fund and is the administrative head of the System. System benefits are

established under the provisions of the New York State Retirement and Social Security Law (RSSL).

Once a public employer elects to participate in the System, the election is irrevocable. The New York
State Constitution provides that pension membership is a contractual relationship and plan benefits

cannot be diminished or impaired. Benefits can be changed for future members only by enactment of
a State statute. The District also participates in the Public Employees' Group Life Insurance Plan
(GLIP), which provides death benefits in the form of life insurance. The System is included in the

State's financial report as a pension trust fund. That report, including information with regard to
benefits provided, may be found at www.osc.state.n)¡.us/retire/publications/index.php or obtained by
writing to the New York State and Local Retirement System, 110 State Street, Albany, NY L2244.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED

VI. Pension Plans (Continued)

The Systems are noncontributory cxccpt for employees who joined after July 27, 1976, wIrc
contribute 3 percent of their salary for the first ten years of membership, and employees who joined
on or after January I,2010 who generally contribute 3.0 to 3.5 percent of their salary for their entire
length of service. In addition, employee contribution rates under ERS tier VI vary based on a sliding
salary scale. For ERS, the Comptroller annually certifies the actuarially determined rates expressly
used in computing the employers' contributions based on salaries paid during the Systems' fiscal year
ending March 31. For TRS, contribution rates are established annually by the New York State
Teachers' Retirement Board pursuant to Article 11 of the Education law.

Contributions for the current year and two preceding years were equal to 100 percent of the contributions
required, and were as follows:

Contributions

ERS TRS
2017

20r6
2015

s700,842

$894,082

s607,682

$1,990,033

92,707,836

s2,405,634

J Pension
Resources to Pensions

At June 30,2017, the District reported the following asset/(liability) for its proportionate share of the
net pension asset /(liability) for each of the Systems. The net pension asset/(liability) was measured as
of March 31,2017 for ERS and June 30,2016 for TRS. The total pension asset/(liability) used to
calculate the net pension asset/(liability) was determined by an actuarial valuation. The District's
proportion of the net pension asseV(liability) was based on a projection of the District's long-term
share of contributions to the Systems relative to the projected contributions of all participating
members, actuarially determined. This information was provided by the ERS and TRS Systems in
reports provided to the District.

Actuarial valuation date

Net pension liability
District's portion of the Plan's total

net pension liability
Change inproportion since the

prior measurement date

ERS

3l-M;ar-17

9r,279,982

.0136223%

TRS

30-Jun-16

s997,161

.093t02%
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED

VI. Pension Plans (Continued)

For the year ended June 30, 2017, the District's recognized pension expense of $800,482 for ERS and
$I,654,776 for TRS. At June 30, 2017 the District reported defened outflows of resources and
defened inflows of resources related to pensions from the following sources:

Differences between e>çected
and actual experience

Deferred Outflows of Resourcer Deferred Inflows of Resor¡rces

ERS TRS ERS TRS

$32,075 $;O 5194,373 $323,934

437,289 5,690,462 0 0Changes of asstrrptions

Net difference between projected and
actual eamings on pension plan investrnents 255,664 2,242,142

Changes in proportion arrcl diftrences
between ttre Districfs contribtúions arrd
proportionate share of contribrúions 213,437 99,820 lo,l76 78,359

District's contribrúions subsequent to
ttre rneasr¡rernent date 160,470 1,969,437

Total $ 1-098-93s $9,991.861 820,4.s49 s40.2,292

District contributions subsequent to the measurement date which will be recognized as a reduction of the
net pension liability in the year ended June 30, 2017. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense as
follows:

ERS

oo

oo

TRS

Year ended

2077

20L8

20L9

2020

2021

(_
S309,554

s309,554
527t,6E1

(5156,82S)

5 699,924

S 698,924

5 2,440,233

S 1.,898,461

s 873,600

Thereafter
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

VI. Pension Plans (Continued)

4. Actuarial Assumptions

The total pension liability as of the measurement date was determined by using an actuarial valuation
as noted in the table below, with update procedures used to roll forward the total pension liability to
the measurement date. The actuarial valuations used the following actuarial assumptions:

Significant actuarial assumptions used in the valuations were as follows:
ERS

Measurement date March 31,2017

Actuarial valuation date April 1,2016

Interest rate 7.0%

Salary scale 3.80%

Decrement tables April 1,2010 -

March 31,2015

Systern's Experience

TRS

June 30,2016

June 30,2015

75%

1.90%-4.72%

July 1,2005 -

June 30, 2010

System's Experience

krflation rate 25% 25%

For ERS, annuitant mortality rates are based on April 1,2010 - March 31,2015 System's experience
with adjustments for mortality improvements based on MP-2014. For TRS, annuitant mortality rates are
based on July 1,2005 - June 30,2010 System's experience with adjustments for mortality improvements
based on Society of Actuaries Scale AA.

For ERS, the actuarial assumptions used in the April 1,2016 valuation are based on the results of an

actuarial experience study for the period April 1, 2010 - March 31, 2015. For TRS, the actuarial
assumptions used in the June 30, 201,6 valuation are based on the results of an actuarial experience study for
the period July l, 2005 - June 30, 2014.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

VI. Pension Plans (Continued)

The long term rate of return on pension plan investments was determined using a building block
method in which best estimate ranges of expected future real rates of refum (expected retums net of
investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long term expected rate of return by weighting the expected future real rates
of return by each the target asset allocation percentage and by adding expected inflation. Best
estimates of the arithmetic real rates of return for each major asset class included in the target asset
allocation are summarized below:

Measurement date

Asset Tvpe
Domestic Equity
International Equity
Private Equity
Real Estate

Domestic fixed income securities

Global fixed income securities
Bonds and Mortgages
Short-term

Absolute return strategies

Opportunistic portfolio
Real Assets

Cash Equivalents

lnfl ation-Indexed bonds

ERS

March 31,2017

o//o

TRS

June 30, 2016

o//o

36%

t4%
10%
t0%
0%

0%

17%

0%

2%

3%

3%

t%
4%

37%

t8%
7%
10%

t7%
2%

8%

t%
0%

0%

0%
0%

0%

5. Discount Rate

The discount rate used to calculate the total pension liability was 7.0 % for ERS and7.5Yo for TRS.
The projection of cash flows used to determine the discount rate assumes that contributions from plan
members will be made at the current contribution rates and that contributions from employers will be
made at statutorily required rates, actuarially. Based upon the assumptions, the Systems' fiduciary net
position was projected to be available to make all projected future benefit payrnents of current plan
members. Therefore the long term expected rate of return on pension plan investments was applied to
all periods of projected benefit payments to determine the total pension liability.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

VI. Pension Plans (Continued)

6. of the of Net
Assumption

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

ERS

Employer' s proportionate share
Of the net pension (asset) liability

t%
Decrease

(.6.0%\

$4,099,009

Current
Assumption

Current
Assumption

0.5%\

T%

Increase
(8.0%L

l%
Increase

(8.s%)

(7.0%\

91,,279,982 ($1,094,200)

TRS T%

Decrease

rc.s%\
Employer' s proportionate share
Of the net pension (asset) liability $13,010,229 9997,t61 ($9,078,771)

7. Pension Plan Fiduciarv Net Position

The components of the current-year net pension asset/(liability) of the employers as of the
respective valuation dates, were as follows:

Measurement date

Employers' total pension liability
Plan Fiduciary Net Position

Employers' net pension liability

Ration of plan fiduciary net position to the

Employers' total pension liability

(Dollars in Thousands)

ERS TRS

March 31,2017 June 30,2016

$ 177,400,586 $ 108,577,t84
(168,004,363) 107,506,t42

9,396,223 1,071,041,940
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

VI. Pension Plans (Continued)

8. Payables to the Pension Plan

For ERS, employer contributions are paid annually based on the System's fiscal year which
ends on March 31't. Accrued retirement contributions as of June 30, 2017 represent the
projected employer contribution for the period of April 1,2017 through June 30, 2017 based
on paid ERS wages multiplied by the employer's contribution rate, by tier. Accrued retirement
contributions as of June30,2077 amounted to $160,470.

For TRS, employer and employee contributions for the fiscal year ended June 30, 2017 are
paid to the System in September, October and November 2017 through a state aid intercept.
Accrued retirement contributions as of June 30, 2017 rcpresent employee and employer
contributions for the fiscal year ended June 30, 2017 based on paid TRS wages multiplied by
the employer's contribution rate, by tier and employee contributions for the fiscal year as
reported to the TRS System. Accrued retirement contributions as of June 30,2017 amounted
to $2,005,916.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED

VII. Long-Term Debt Obligations

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

1. Long-Term Debt Interest

Interest paid 51,644,173

Less interest accrued in the prior year
Plus interest accrued in the current year
Amortization of premiums from refunding

Total expense

Restated

Balance

7/t/2016 Additions Deletions

(68,619)
64,099

ø01.975\

$LÆtflß

2. Changes

Balance

613012017

Due Within
One Year

Serial Bonds

Other debt

Compensated

Absences

Due to Employees'

Retirement System

OPEB Obligations

Net Pension Liability-
Proportionate Share

Totals

g 34,270,000

891,470

746,100

577,323

53,759,367

$ 32,020,000

650,982
_$__æ3s'09q_
$ 251,604

$ $

6,745

2,250,000

240,488

74,656

752,845

502,667

60,394,2666,634,999

2,277,143 2,277,143

$ 90,244,260 $ 8,918,787 $ r44 I 96,597,903

Additions and deletions to compensated absences are shown net since it is impractical to
determine these amounts separately.

Prior-Year Defeasance of Debt

In prior years, certain general obligation bonds were defeased by placing the proceeds of new bonds

in an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly,
the liability for the defeased bonds and the trust account assets are not included in the financial
statements.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Vil. Long-Term Debt Obligations (Continued)

J Maturity

a. The following is a summary of the debt issued:

Purpose

Issue

Date

Final
Maturity

Interest

Rate

Outstanding

6/3012017
Bonds:

Advanced refunding
Advanced refunding
Construction

Construction

Construction
Construction

Construction

Other:
Capital Lease

Serial Bonds:

20t6
2016

2016
2016

20t6
2016
2012

2005

2018
2019

2020
2021

2022

2023 andthereafter
Total

2028

2029

2024
2029
2023

2028
2026

2.54%
2.54%
2-s%

2-5.625%

2-4.75%

2-5%

1.4-4.43%

4.57o/o

$ 4,4oo,ooo

19,510,000

205,000

5,425,000

135,000

1,185,000

2.r60,000
$ 32,020,000

$ 650,9822019

b. The following is a summary of maturing principal debt service requirements:

Year Principal Interest Total
$ 2,335,000

2,425,000
2,445,000
2,520,000
2,635,000

19,660,000

$ 1,508,612
1,405,32r
1,303,391

1,210,653

r,087,423

8 3,843,612
3,930,321
3,749,391
3,730,653
3,722,423

23,543,1093.88 3,108

$ 32,020,000 $ 10,399,499 s 42,418,499
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

VIII. Other Debt

The Hudson City School District, during 2003-200{ entered into an agreement to finance the cost of
cncrgy cfficiency improvements over a fifteen year period. The unpaitl balance at June 30, 2017 was
$650,982. The following is a schedule of future minimum lease payments under capital leases,
together with the net present value of the minimum lease payrnents as of June 30,2017.

Year Ending
June 30,

20t8
2019

2020
2021

Minimum Lease Payments - Capital Leases

Less: Amount representing interest of 4.75o/o

Present Value-Minimum Lease Payrnents

$

General
Long-Term Debt

218,5Ir
278,511

139,256

696,278

45,296

$ 650,982

IX. Postemployment(Healthlnsurance)Benefits

The District provides postemplo¡rment (health insurance, life insurance, etc.) coverage to retired
employees in accordance with the provisions of various employment contracts. The benefit levels,
employee contributions and employer contributions are governed by the District's contractual
agreements.

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

The District recognizes the cost of providing health insurance annually as expenditures in the General
Fund of the funds financial statements as payments are made. For the year ended June 30, 2017, the
District recognized 93,842,165 for its share of insurance premiums for currently enrolled retirees.

The District has obtained an actuarial valuation report as of July 1,2016 which indicates that the total
liability for other postemployment benefits is $60,394,266, which is reflected in the Statement of Net
Position.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

IX. Postemployment(Healthlnsurance)Benefits(Continued)

The District currently pays for postemployment health care benefits on a pay-as,you-go basis. Once
New York State Law allows for the establishment of a trust to fund and invest assets necessary to pay
for the accumulated liability, the District will study the establishment of such a trust. These financial
statements assume that pay-as-you-go funding will continue.

Annual OPEB Cost and Net OPEB Obligation

The District's annual other postemployment benefit (OPEB) cost (expense) is calculated based on the
annual required conkibution of the employer (ARC), an amount actuarially determined in accordance
with the parameters of GASB Statement 45. The ARC represents a level of funding that, if paid on
an ongoing basis, is projected to cover normal cost each year and amofüze any unfunded actuarial
liabilities (or flrnding excess) over a period not to exceed thirty years.

The following table shows the components of the District's annual OPEB cost for the year, the
amount actually contributed to the plan, and changes in the District's net OPEB obligation to HP:

$ t 1,376,643

2,150,375
(z 989,954)
10,477,064

3,842,165
6,634,999

53,759,367

J__603e4266

The District's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the
net OPEB obligation were as follows:

Annual
Percentage of

Net OPEB
Obligation
947,797,097
953,759,367
960,394,266

OPEB Cost

Annual required contribution
lnterest on net OPEB obligation
Adjustment to annual required contribution
Annual OPEB cost (expense)

Contributions made
Increase in net OPEB obligation

Net OPEB obligation-beginning of year (restated)
Net OPEB obligation-end of year

Fiscal
Year Ended

6130l20rs
613012016

613012017

$ 9,558,751

8 9,621,368
s10,477,064

Annual OPEB Cost
Contributed

37.6%
38.0%
36.7%
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

IX. Postemployment(Ilealthlnsurance)Benefits(Continued)

Funded Status and Fundins Prosress

As of July 1, 2016, the most recent actuarial valuation date, the plan was 0% funded. The actuarial
accrued liability for benefits was $118,684,874, and the actuarial value of assets was $0, resulting in
an unfunded actuarial accrued liability (UAAL) of $118,684,874. The covered payroll (annual
payroll of active employees covered by the plan) was $19,150,200 and the ratio of the UAAL to the
covered payroll was 620Yo. Actuarial valuations of an ongoing plan involve estimates of the value of
reported amounts and assumptions about the probability of occunence of events far into the future.

Examples include assumptions about future employm.ent, mortality, and the healthcare cost trend.
Amounts determined regarding the funded status of the plan and the annual required contributions of
the employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as

required supplementary information in the notes to the financial statements, presents multi-year trend
information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuanal accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as

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

In the July I ,2016 actuarial valuation, the Projected Unit Credit Cost method was used. The actuarial
assumptions included a 4Yo investment rate of return (net of administrative expenses), which is a

blended rate of the expected long-term investment returns on plan assets and on the employer's own
investments calculated based on the funded level of the plan at the valuation date, and an annual
healthcare cost trend rate of 8% initially, decreased by increments to an ultimate rate of 5Yo in the
final year. The actuarial value of assets was determined using techniques that spread the effects of
short-term volatility in the market value of investments over a 30 year period. The UAAL is being
amortized as a level percentage of projected payroll on an open basis. The remaining amortization
period, at June 30,2017, was 21 years.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

X. Commitments and Contingencies

A. Risk Financins and Related Insurance

1. General Information

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

2. Grants

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

3. Litigation

There are cuffently pending tax certiorari proceedings, the results of which could
require the payments of future tax refunds by the School District if existing assessment
rolls are modified based on the outcome of the litigation proceedings. However, the
amount of these possible refunds cannot be determined at the present time.

XI. Tax Abatements

The County of Columbia, enters into various property tax abatement programs for the purpose of
economic development. The School District property tax revenue was reduced $161,488.
The District received payments in Lieu of Tax (PILOT) payment totaling $319,884.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

XII. Other Disclosures

A. Summary of Reeonciliation of Governmental Funds Balance Sheet
to the Statement of Net Position

Total govemmental fund balance
Capital assets (net)

Deferred outflows of resources

Bonds payable

Other debt payable

Accrued interest payable

Net pension liability- proportionate share
Deferred inflows of resources

Compensated absences

OPEB obligations
Due to employeesr retirement system

Total net position

$ 5,305,459

53,888,570

11,090,796
(32,020,000)

(650,982)

(64,099)
(2,277,143)
(4,811,404)

(7s2,845)
(60,394,266)

(502,667)

$ (31,188,582)
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

XII. OtherDisclosures(Continued)

B. Reconciliation of the Statement of Revenues. Expenditures and Changes in Fund
Balance to the Slatement of Activities

Net changes in fund balance - total governmental funds (sl,265,362)

Capital outlays are expenditures in governmental funds,
but are capitalized in the Statement of Net Position 1,gg1,3og

Depreciation is not recorded as an expenditure in the governmental
funds, but is recorded in the Statement of Activities (1,703,669)

Repayrnents of Long-term Debt are recorded as expenditures in the
govefümental funds, but are recorded as payments of liabilities in the
Statement of Net Position 2,490,489

Interest is recognized as an expense in govemmental funds when paid.
For governmental activities, interest expense is recognized as it accrues
The decrease in accrued interest during 2016117 results in less expense. 4,520

Certain revenues deferred in the Governmental Funds must be recognized
in the Statement of Activities (22,2t9)

Amofüzation of advanced refunding premium. 401,975

(Increases) Decreases in proportionate share of net pension asselliability
reported in the Statement of Activities do not provide for or require the
use ofcurrent financial resources and therefore, are not reported as

revenues or expenditures in the governmental funds:

Teachers' Retirement System
Employee' s Retirement System

Certain expenses in the Statement of Activities do not require the
expenditure ofcurrent resources and are, therefore, not reported as

expenditures in the governmental funds:

OPEB obligations
Compensated absences

Employees retirement system

Change in Net Position - Govemmental Activities

315,043
(t89,217)

(6,634,899)
(6,745)

74.656
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

X[I. Stewardship, Compliance and Accountabilify

A. Budqetary Procedures and Budqetary Accountins

1. Budget Policies

The budget policies are as follows:

a. The School District's administration prepares a proposed budget for approval by the Board
of Education for the General Fund.

b. The proposed appropriation budget for the General Fund is approved by the voters within
the School District.

c. Appropriations are adopted at the program level.

d. Appropriations established by adoption of the budget constitute a limitation on
expenditures (and encumbrances), which may be incurred. Appropriations lapse at the
fiscal year end. Supplemental appropriations may occur subject to legal restrictions, if the
Board approves them because of a need that exists which was not determined at the time
the budget was adopted.

e. The General Fund budget was increased to reflect the appropriation for a transfer of
$250,000 to the Capital Fund Project.

2. Budgets

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

adopted:

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

Appropriations are adopted at the program line item level.

Appropriations established by the adoption of the budget constitute a limitation on
expenditures (and encumbrances) that may be incurred. Appropriations lapse at the end of the
fiscal year unless expended or encumbered. Encumbrances will lapse if not expended in the
subsequent year. Appropriations authorized for the current year afe increased by the planned
use of specif,rc reserves, and budget amendments approved by the Board of Education as a

result of selected now revenue sources not included in the original budget (when permitted by
law). These supplemental appropriations may occur subject to legal restrictions, if the Board
approves them because of a need that exists which was not determined at the time the budget
was adopted. No supplemental appropriations occurred during the year.
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HUDSON CITY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

XIII. Stewardship, Compliance and Accountability (Continued)

A. Budsetary Procedures and Budsetary Accountinq lContinuedl

2. Budgets (Continuedl

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

Special Aid Fund and School Lunch Fund have not been included in the comparison because
they do not have legally authorized budgets.

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

3. Encumbrance accounting is used for budget control and monitoring purposes and is reported
as a part of the govemmental funds. Under this method, purchase orders, contracts and other
commitments for the expenditure of monies are recorded to reserve applicable appropriations.
Outstanding encumbrances as of year-end are presented as reservations of fund balance and do
not represent expenditures or liabilities. These commitments will be honored in the
subsequent period. Related expenditures are recognized atthat time as the liability is incurred
or the commitment is paid.

4. Section 1318 of Real Property Tax Law establishes the maximum unassigned fund balance
that can be retained by a school district. The current law limits this amount to 4o/o of the

ensuing year's budget. The District's financial statements for the year ended June 30, 2017,
indicate that the unassigned fund balance is in excess of the legal limit.

5. The Capital Fund has a deficit fund balance at June 30,2017 in the amount of $14,597. The
deficit will be eliminated when the District obtains permanent financing for the Capital
Project.

XIV. Subsequent Events

There were no significant subsequent events to report from the period of July 1,2017 to October 18,

2017.
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HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF REVENUES COMPARED TO BUDGET- GENERAL FUND

For Year Ended June 30,2017

Original
Budget

Final

Budget Actual

Variance
Favorable

(Unfavorable)
REVENUES
Local Sources

Real property tax items
Other tax items
Non-property taxes

Charges for services
Use of money and property
Sale of property and

compensation for loss
Miscellaneous

Total Local Sources

State sources
Federal sources

Total Revenues

Other Financing Sources
Operating transfers in

Total Revenue and Other Financing
Sources

Appropriated Fund Balance

Appropriated Reserves

Total Revenues, Other Financing Sources
and Appropriated Reserves and Fund Balance

$ 21,468,886 $

233,040
600,000

20,000
254,000

19,747,868 $

1,954,05 8

600,000
20,000

254,000

20,215,290 $

1,968,747
658,002

60,319
278,149

467,422
14,689
58,002
40,319
24,149

704,500 704,500
20,818 20,81 8

(322,763)381

23,280,426 23,280,426 23,583,062 302,636

22,071,695
125,000

22,071,695
125,000

21,821,397
268,278

(250,298)
143,2'78

45,477,121 45,477,121 45,672,737 l9s,6l6

433,2s0 433,250 28,408 (404,842)

45,910,371 45,910,371 45,701,145 $ (209.226)

250,000

203,802

$ 45,910,37r $ 46,364,173

See paragraph on required supplementary information included in auditors report
_45_



HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES, OTHER USES AND ENCUMBRANCES

COMPARED TO BUDGET- GENERALFUND
For Year Ended June 30,2017

Original
Budget

Final
Budget Actual Encumbrances

Variance
Favorable

(Unfavorable)
EXPENDITURES
General Support

Board of education
Central administration
Finance
Staff
Central services
Special iterns

Total General Support

Instructional
Instruction, administration and improvement
Teaching - regular school
Programs for children with handicapping conditions
Occupational education
Teaching - special school
Instructional media
Pupil services

Total Instructional

Pupil Transportation
Cornmunity Services
Employee Benefits
Debt Service

Principal
lnterest

Total Expenditures

OTHER FINANCING USES
Opeuting transfers out

Total Expenditures and Other Financing Uses

Net change in fund balance

Fund balance- Beginning

Fund balance- Ending

2t,950 $

233,632
553,51 I
234,2s4

2,959,548
s70,553

30,288
264,736
636,962
248,961

2,947,096
587,592

'l ,300
1,511

7,377
10,889
80,666
19,364

$ $ $ $22,988
263,225
629,s85
238,072

2,866,430
568,228

4,573,448 4,715,635 4,588,528 t27,107

I,959,1 56

10,764,856
6,937,679

390,000
244,000
613,235

1,376,229

1,919,015
10,921,854
5,886,488

43s,996
216,355
821,573

t,419,906

I,822,911
10,783, I 50
5,783,965

43s,996
216,355
790,r28

1,357,331

96,t04
t38,704
t02,523

31,445
62,575

22,28s,t55 21 ,621 ,187 2 1 ,1 89,836 43 I,351

2,t7t,045
42,967

12,537,368

2,379,863
1,920,525

2,t67,938
43,602

13,148,415

2,490,488
1,809,900

2,t43,4t1
39,988

t3,t38,374

2,490,488
t,644,173

24,527
3,614

10,041

16s,727

45,9t0,371 45,997,t65 45,234,798

367,008 367,008

762,367

$ 45,91 0.371 $ 46,3 64.173 45,601,806 $ s 762,367

99,339

4,866,992

$ 4.966.331

See paragraph on required supplementary information included in auditoCs report.
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HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF FI.JNDING PROGRESS OF OTHER POSTEMPLOYMENT BENEFITS

For Year Ended June 30, 2017

Actuarial
Valuation

Date

July l,2016

July 1,2015

July 1,2014

Actuarial
Value of
Assets

Actuarial Accrued

Liability (AAL) -
Entrv Ase

Unñmded AAL
IUAAL)

Covered

Pawoll

$19,150200

$19,150,200

$17,82t,22t

UAAL as a

Percentage of
Covered

Payroll

620.00%

620.00o/o

617.00%

Funded

Ratio

$

$

$

$ 118,684,874

$ 118,684,874

$ 109,869,80r

$t 18,684,874

$ l I 8,684,874

$ 109,869,801

0o/o

0%

0o/o

See paragraph on required supplementary information included in auditot's report.
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HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION ASSET/LIABILITY

June30,2017

Teachers' Retirement System

2017 2016
District 's proportion of the net pension

asset/liability

District's proportionate share of the net
pension (asset)iliability

District's covered-employee payroll

District's proportionate share of the net
pension asset/liability as a percentage of its

covered-employee payroll

Plan fiduciary net position as a percentage of
the total pension liability

District's proportion of the net pension

liability

District's proportionate share of the net
pension liability

District's covered-employee payroll

District's proportionate share of the net
pension liability as a percentage of its
covered-employee payroll

Plan fiduciary net position as a percentage of
the total pension liability

Employees' Retirement System

093102% 094642%

$ 997,16t $ 9,830,254

$ 16,804,067 $14,494,469

5.930/o 67.80%

99.01% 110.46%

20t7 2016

0t36223% .0139349%

$ 1,279,982

s 4,014,798

s 2,236,586

$ 4,048,378

31.88% 55.20%

94.70% 90.70%

See paragraph on required supplementary information included in auditols report.
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Contractually required contribution

Contributions in relation to the contractually

required contribution

Contribution deficiency (excess)

District's covered-employee payroll

Contributions as a percentage of covered

employee payroll

Contractually required contribution

Contributions in relation to the contractually
required contribution

C ontribution deticiency (excess)

District's covered-employee payroll

Contributions as a percentage of covered
empioyee payroll

HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF DISTRICT CONTRIBUTIONS

June 30, 2017

Te ac he rs' Re ti rement Sys tem

2017 2016

s 1,969,437 S 1,990,058

1.969,437 1,990,058

$ $

$ 16,804,067 g 14,494,469

11.72% 13.73%

Employees' Retirement Svstem

20t7 2016

$ 700,842 $ 894,082

700,842 894,082

$ 4.014.798 $ 4.048.378

7'7.460/o 22.10%

See paragraph on required supplement¿ry infonnation included in auditor's report.
_49_

$$



HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF CHANGE FROM ORIGINAL BUDGET TO FINAL BUDGET AND

THE REAL PROPERTY TAX LIMIT
For Year Ended June 30, 2017

CHANGE F'ROM ORIGINAL BUDGET TO F'INAL BTJDGET

Original Budget $ 45,910,371

Additions:
Prior year's encumbrances
Transfer to capital fund

$ 203,802
250,000 453,802

Final Budget

SECTION 1318 OF'REAL PROPERTY TAX LAW LIMIT CALCULATION

2017 -18 Voter-approved Expenditure Budget
Maximum allowed (4% of 2017-2018 Budget)

General Fund Fund Balance Subject to Section 1318 of Real property Tax Law*:

Unrestricted fu nd balance:
Committed fund balance
Assigned fund balance
Unassigned fund balance

Total unrestricted fund balance

_$ 46364)ß

$

360,000
2,391,956

$ 46,566,172
$ 1,862,647

g 2,751,956

Less:

Appropriated fu nd balance
Encumbrances included in committed and assigned fund balance

Total adjustments

360,000

$ 360,000

General Fund Fund Balance Subject to Section 1318 ofReal Properly Tax Law $ 2,391,9s7

Actual percentage 5.1%

e Per Offrce of the State Comptroller's "Fund Balance Reporting and Govemmental Fund Type Definitions", Updated
April 201 I (originally Issued November 2010), the portion of General Fund Fund Balance subject to Section 1318 of the
Real Property Tax Law is: unrestricted fund balance (i.e., the total of the committed, assigned and unassigned
classifications), minus appropriated fund balance, amounts reserved for insurance recovery, amounts reserved for tax
reduction, and encumbrances included in committed and assigned fund balance.

See paragraph on required supplementary information included in auditor's report.
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HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF PROJECT EXPENDITURES- CAPITAL PROJECTS FLTND

For Year Ended June 30,2017

Expenditures Methods of Financine
Original
Budeet

$ 19,99s,000

Revised
Budget

$ 19.995.000

Unexpended

Balance
Proceeds of
Obligations State Aid

Local
Sources

$ 1,950,000

Prior
Years

Current
Year Total Total

Frmd Balance

June 30,2017

$ 1,950,000 $ (14,597)

PROJECT TITLE

Distictwide Project $$ 85,172 $ 1,879,425 S 1,964,597 $ 18,030,403 $

See paragraph on required supplementary information included in auditor's report.
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HUDSON CITY SCHOOL DISTRICT
SCHEDULE OF INVESTMENT IN CAPITAL ASSETS, NET OF RELATED DEBT

FOR THE YEAR ENDED JUNE 30,2017

Deduct:

Capital assets, net

Short-term capital lease payable

Long-term capital lease payable

Short-term portion of bonds payable

Long-term portion of bonds payable

Net investment in capital assets

25r,604
399,378

2,335,000

29,685,000

$ 53,888,570

32,670,982

$

I2r,2r7,588

See paragraph on required supplementary information included in auditor's report.
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RAYMOND G. PREUSSER, CPA, P.C.
Certified Public Accountants

P.O. Box 538
Claverack, New York I25I3

Telephone: (518) 851-6650
Fax: (518) 851-667õ

www.rgpreusser-cpa.com

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOT/ERNMENT AUDITING STANDARDS

To the Board of Education of the
Hudson City School District:

We have 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 Comptroller General of the United States, the financial statements of the govemmental activities, each
major fund and the fiduciary funds of the Hudson City School District as of and for the year ended June 30,
2017, and the related notes to the financial statements which collectively comprise the District's basic
financial statements and have issued our report thereon dated October 18,2017 .

Internal Control Over Financial Reporting

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

A deficiency in ínternal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, misstatements on a timely basis. A material wealcness is a deficiency, or a combination of
deficiencies, in intemal 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 intemal control was for the limited purpose described in the first paragraph of
this section and was not designed to identiSr all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identift any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hudson City School District's financial
statements are free of 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 autlit antl, 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 Auditíng Standards. We noted certain other matters that we have
reported to the Board of Education, Audit Committee and Management in our accompanying management
letter.

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 integralpart of an audit performed in accordance with
Government Auditing Standards, in considering the entity's intemal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

e.PA-E
r7¿-¿ç<'

NewYork
October 78,2017
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RAYMOND G. PREUSSER, CPA, P.C.
Certified Public Accountants

P.O. Box 538
Claverack, New York 12513

Telephone: (518) 851-6650
Fax: (518) 851-6675

To the Board of Education of the
Hudson City School District:

In planning and performing our audit of the financial statements of the governmental activities, each
major fund, and the fiduciary funds of the Hudson City School District as of and for the year ended June 30,
2017, in accordance with auditing standards generally accepted in the United States of America, we
considered the Hudson City School District's internal control over financial reporting (intemal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Hudson City School
District's internal control. Accordingly, \ù/ê do not express an opinion on the effectiveness of the Hudson
City School District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct misstatements on a timely basis. A material weakness is a deficiency, or 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.

Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identiS' all deficiencies in internal control that might be significant deficiencies or
material weaknesses, and, therefore, there can be no assurance that all such deficiencies have been identified.
We did not identi$r any deficiencies in internal control that we consider to be material weaknesses.

During our audit, we noted certain matters involving the intemal control and other operational matters
that are presented for your consideration. This letter does not affect our report dated October 18,2017 on the
financial statements of the Hudson City School District. We will review the status of these comments during
our next audit engagement. Our comments and recommendations, all of which have been discussed with
appropriate members of management, are intended to improve the internal control or result in other operating
efficiencies.
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We will be pleased to discuss these comments in further detail at your convenience, perform any
additional study of these matters, or assist you in implementing the recoÍìmendations. Our comments are
summarized as follows:

Other Matters:

Fund Balance

Section 1318 of Real Property Tax Law establishes the maximum unassigned fund balance
that can be retained by a school district. The current law limits this amount to  o/oof the ensuing
year's budget. The district's financial statements for the year ended June 30, 2017 indicate that the
unassigned fund balance is in excess of the legal limit.

Reserves Funds

Reserve funds are an important component in the District's financial planning for future
projects, acquisitions and other lawful puposes. The District is responsible for developing a reserve
fund plan for the use of its reserves. This plan should include guidelines on how and when
disbursements should be made, along with optional funding levels.

Vy'e recommend that the Board be provided with a reserve analysis periodically to review all
reserve balances and determine if the amounts reserved are necessary, reasonable and in compliance
with statutory requirements. To the extent that they are not, transfers should be made to the
unassigned fund balance or to other reserves as established.

Interfund Receivables/Payables

During our audit, we noted that the interfund receivables were not reconciled with the
interfund payables at year end.

We recommend that the interfund receivables and payables be reconciled monthly to ensure
accuracy within these accounts and funds.

Information Technolo ey

We reviewed the security measures and controls related to Information Technology of the
District. With the heavy reliance on computer technology in today's business environment, this has
become a very important area.

Vy'e recommend that the District consider contracting an independent source to test the
network's vulnerability from outside intrusions as an additional security measure.
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This communication is intended solely for the information and use of the Board of Education,
management, the audit committee, the New York State Education Department and federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

We would like to acknowledge the Business Office personnel for their courtesies received during the
course of our audif.

Very truly yours,
RAYMOND G. PREUS CPA, P.C

G
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HUDSON CITY SCHOOL DISTRICT
CORRECTIVE ACTION PLAN

For the

2016.17 EXTERNAL AUDIT

I. FUND BALANCE
The District established new reserves in 2016-17 , and will utilize the excess unassigned fund
balance to fund existing reserves prior to June 30,2017 .

2. RESERVESFUNDS
In April 2017, the School Business Administrator provided the Board with an analysis of
current reserves, along with recommendations for the establishment of additional reserves.

Consequently,2 new reserves were established, and one existing reserve received additional
funding. This analysis will become an annual process to keep the Board informed, and to
ensure District compliance with the 2016 revisions to Chapter 514 ofNYS Education Law
regarding reserve reporting.

3. INTERFUND RECEIVABLES/PAYABLES
During the 2016-17 fiscal year, the interfund receivables and payables were reconciled
periodically throughout the year to ensure accuracy. However, with the transition in the

Treasurer role, certain year-end adjustments to interfund receivables and payables were not
made until final reconciliations were performed during the audit period. InFY20l7-18, the

new Treasurer has begun to perform monthly reconciliations of interfund receivables and

payables.

4. INFOR]VIATIONTECHNOLOGY
During the2016-17 year, the District contacted Questar III BOCES, the IT department of an

audit firm, and a technology firm recommended by our Citrix partner to provide quotes for
both a risk assessment and information technology audit. The District selected Questar III
BOCES to perform both a risk assessment and IT audit, which will take place during
November/December 20 I 7.


