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INDEPENDENT AUDITORS REPORT

To the Board of Education
Babylon Union Free School District
Babylon, New York

Report on the Financial Statements

We have audited the acompanying financial statements of the governmental activities, each major fund and the
fiduciary fund of the Babylon Union Free School Distric{District), as ofand for the year endedJune 30, 2021and
the related notes to the financial statements, which collectively comprise the District’s basic financial statements as
listed in the table of contents.
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Management is responsible for the prepation 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 preparatia and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
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Our responsibility is to express opinions on theefinancial 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 irGovernment Auditing Standardéssued bythe 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 fredrom material misstatement.

An audit involves performing procedures b 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 fralior error. In making those risk
assessments, the auditor considers internal control relevant to the District's preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, udt for
the purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we express

no such opinion An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of sigificant 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
unmodified and qualified audit opinions.

1650 ROUTE 112, PORT JEFFERS0ON STATION, NEW YORK 11776-3060

PHONE: 631-473-3400 FAX: 631-473-4863 WWW.CDLLP.NET



Summary of Opinions

Opinion Unit Type of Opinion
Governmental Activities Unmodified
General Fund Unmodified
Special Aid Fund Unmodified
School Food Service Fund Unmodified
Debt Service Fund Unmodified
Capital Projects Fund Unmodified
ExtraclassroomActivities Fund Quialified
Scholarships Fund Unmodified
Fiduciary Fund Unmodified

Basis for Qualified Opinion on the Extraclassroom Activities Fund

The cash receiptrecords of the extraclassroom activities fund of th&abylon Union Free School Districtvere not
sufficient to permit the application of adequate auditing procedures to indicate whether all receipts were
recorded.

Quialified Opinion

In our opinion, except for the effect of any adjustments that might have been necessary had we been able to perform
adequate auditing procedures in regard to the receipts referred to in the “Basis for Qualified Opinion on the
Extraclassroom Activities Fund paragraph, the financial statements referred to above present fairly, in all material
respects, the financial position of the extraclassroom activities fund of thBabylon Union Free School Distri; as

of June 30, 2021 and the changes in financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of Amiea.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund and the fiduciary fund of tHgabylon Union Free
School District, as ofJune 30, 2021 and the respective changes in financial position for the ye#nen ended in
accordance with accounting principles generally accepted in the United States of America.

Changes in Accounting Principles

As described in Note 2 to the financial statements, “Changes in Accounting Principles”, the District has adopted the
provisions of GASB Statement No. 8&jduciary Activities as ofJune 30, 2021 Our opinion is not modified with
respect to this matter.

Other Matters
RequiredSupplementary Information

Accounting principles generally accepted in the United States of America require that management’s discussion and
analysis, schedule of revenues, expenditures and changes in fund balarckeudget and actual- general fund,
schedule of the District’'s proportionate share of the net pension asset/(liability), schedule of District pension
contributions and schedule of changes in the District’s total OPEB liability and related ratios on pages 4hrough 17
and 55 through 59 respectively, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of finanal reporting for placing the basic financial statementsn an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally aepted in the United States of
-2



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, aml other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or mvide any assurance.

OtherSupplementaryinformation

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Babylon Union Free School Districs basic financial statements. The other supplementary information on pages
pages 60through 62 is presentedfor purposes of additional analysis and is not a required part of the basic financial
statements but is supplementary informationrequested 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 an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance withGovernment Auditing Standardsve have also issued our report date@ctober 12, 2021on our
consideration of theBabylon Union Free School Distri¢s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, ahgrant agreements and other matters.
The purpose of that report issolely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion dhe effectiveness of theBabylon
Union Free School Districs internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance withGovernment Auditing Standardis considering the Babylon Union
Free School District internal control over financial reporting and compliance.

A
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BABYLON UNION FREECHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS

The Babylon Union Free School Distri¢t discussion and analysis of the financial performance provides an overall
review of the District’s financial activities for the fiscal year ended June 30, 2021in comparison with the year ended
June 30, 2020with emphasis on the current year. This should be read in conjunction with the financial statements
and notes to fimncial statements which immediately follow this section.

1. EINANCIAL HIGHLIGHTS

Key financial highlights for fiscal yea2021 are as follows:

1 The District’s total net position, as reflected in thedistrict-wide financial statements, decreased by
$2,076,941 This was due toan excess ofexpensesof over revenues using the economic resources
measurement focus and theccrual basis of accountingThe total net position is a deficit of $8,118,541at
June 30, 202.

1 The District’s total net position at June ®, 2020was restated and increased by #35,674, which is due to
the required implementation of GASB Statement No. 8Biduciary Activities during the 2021 fiscal year.

1 The District's expenses for the year, as reflected in the district-wide financial statements, totaled
$57,950,494. Of this amount, $,330,815was offset by program charges for serviceand operating grants
and contributions. General revenues of%,542,738amount to 97.6% of total revenues.

1 The District received$651,803 in operating grantsand contributions to support instructional programs.

1 The District’s general fund fund balance, as reflected in the fund financial statements was $10,432,375at
June 30, 2021 This balance represents a1$978,200increase @3.4%) over the prior year due to an excess
of revenues and other financing sources over expenditureand other financing uses, using the current
financial resources measurement focus and the modified accrual basis of accounting, as follows:

- Restricted fund balances increased by3$229,166due to funding of reserves and interest allocated to the
reserves,offset by the use of reserves.

- Assigned appropriated fund balance dereased $,280,000, as the District decreased the fund balance
appropriated to fund the 2022 budget.

- Unassigned fund balance increased by8$,365to0 $2,256,577.

1 The District established the teachers’ retirement system retirement contribution reserve, which limits the
annual contribution to 2% of the prior year’s covered TRS salaries. This reserve was funded during the
2020-2021 year in theamount of $428,300.

1 The District’s 2021 property tax levy of $43,909,256was a2.82% increase over the2020 tax levy, which
equaled the District’s property tax cap.

1 The District was awarded funding under the Coronavirus Aid Relief and Economic Security (CARES) Act
through the Elementary and Secondary School Emergency Relief (ESSER) and the Governor’s Emergency
Education Relief (GEER) ®gram in the amounts of $62,81%&nd $10,600, respectively. As of June 30, 2021,
these awards have been fully expended on instructional support.

T On May 18, 2021, the voters of the District approved the budget for tH2021-2022 school year in the
amount of $6,414,443 The tax levy increase wag.28%, which equaled the increase per the tax cap
legislation.

See Paragraph on Required Supplementary Information Included in Auditor’s Report -4 -



BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'S DISCUSSION AND ANALYSIS
(Continued)

2. OVERVIEW OF THE FINNCIAL STATEMENTS

This annual report consists of four parts— management’s discussion and analysis (MD&A), the financial
statements, required supplementary information, and other supplementary information. The financia
statements consist of districtwide financial statements, fund financial statements, and notes to financial
statements. A graphic display of the relationship of these statements follows:

E T, Supplementary Supplementary
Statements : .
Information Information
S Fund Financial L
Financial Statements Financial
Statements Statements

A. District -Wide Financial Statements

Discussion &
Analysis

Thedistrict -wide financial statementspresent the governmental activities of the District andare organized

to provide an understanding of the fiscal performance of the District as a whole in a manner similar to a
private sector business There are twodistrict -wide financial statements- the Statement of NetPosition
and the Statement of Activities. These statements provide both an aggregate and loexgn view of the
District’s finances.

These statements utilize theeconomic resources measurement focus and treccrual basis of accounting.
This basis of accounting recognizes the financial effects of events when they occur, without regard to the
timing of cash flows related to the events.

The Statement of NePosition

The Statement of Net Position presents informatioon all of the District’s assets and deferred outflows of
resources, and liabilities and deferred inflows of resources, with the difference reported as net position.
Increases or decreases in net position may serve as a useful indicator of whether the fingah position of
the District is improving or deteriorating. To assess the overall health of the District, one needs to consider
additional nonfinancial factors such as changes in the District’s property tax base and the condition of the
District’s school buildings and other facilities.

The Statement of Activities

The Statement of Activities presents information showing the change in net position during the fiscal year.
All changes in net position are recorded at the time the underlying financial eveotcurs. Revenues are
recognized in the period when they are earned and expenses are recognized in the period when the
liability is incurred. Therefore, revenues and expenses are reported in the statement for some items that
will result in cash flow in future fiscal periods.

B. Fund Financial Statements

The fund financial statements provide more detailed information about the District’s funds, not the District

as a whole. A fund is a grouping of related accounts that is used to maintain control ovesources that
have been segregated for specific activities or objectives. The District also uses fund accounting to ensure
compliance with financerelated legal requirements. The funds of the District are reported in the
governmental funds and the fiduciay fund.

See Paragraph on Required Supplementary Information Included in Auditor’s Report -5-



BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'’S DISCUSSION AND ANALYSIS
(Continued)

Governmental Funds

These statements utilize thecurrent financial resources measurement focus and thenodified accrual
basis of accounting. This basis of accounting recognizes revenues in the perisben they become
measurable and available. lt@cognizes expenditures in the periodvhen the District incurs the liability,

except for certain expenditures such as debt service on general lotgrm indebtedness, claims and
judgments, compensated absences, pension costs, and other postemployment besgefivhich are
recognized as expenditures to the extent the related liabilities mature each period.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the district -wide financial statements.However, the governmental fund financial statements
focus on shorter term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year for spending in future years. Consequently, the
governmental fund statements provide a detailed shorterm view of the District’'s operations and the
services it provides.

Because the focus of governmental funds is narrower than that district -wide financial statements, it is
useful to compare the inbrmation presented for governmental funds with similar information presented
for governmental activities in the district -wide financial statements.By doing sothe reader may better
understand the longterm impact of the District’s near-term financing dedsions. Both the governmental
funds Balance Sheet and the governmental fusdStatement of Revenues, Expenditures, and Changes in
Fund Balance provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The District maintains sevenindividual governmental funds: general fund special aid fund school food
service fund, debt service fund capital projects fund, extraclassroom activities fund and scholarships
fund, each of which is considered to be a majgovernmentalfund and is presented separately in the fund
financial statements.

Fiduciary Funds

The District reports its fiduciary activities in the fiduciary fund - custodial fund. This fund reports real
property taxes collected on behalf of other goverments and disbursed to those governments, and utilizes
the economic resources measurement focus and the accrual basis of accounting. All of the District’'s
fiduciary activities are reported in separate statements. The fiduciary activities have beaxcluded from
the district-wide financial statements because the District cannot use these assets to finance its
operations.

3. EINANCIAL ANALYSIS D THE DISTRICT AS AVHOLE

A. Net Position

Certain balances at June 30, 2020 were adjusted as a result of the implementation of GASB Statement No.
84, Fiduciary Activitieswhich required the District to record activities in the Governmental Funds that had
previously been recorded in the FiduciaryFunds. Consequently, the District n@ includes the agency
activities in the general fund, and the extraclassoom activities and scholarship funds as separate
governmental funds. The changes resulted in an increase in the total net position. The followisga
summary of these changes:

See Paragraph on Required Supplementary Information Included in Auditor’s Report -6-



BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'’S DISCUSSION AND ANALYSIS
(Continued)

As Restated As Reported Increase
2020 2020 (Decrease)
Current & Other Assets $ 13,945,395 $ 13,696,782 $ 248,613
Current & Other Liabilities 3,447,428 3,334,489 112,939
Restricted Net Position 5,209,777 5,157,404 52,373
Unrestricted Net Position (Deficit) (70,459,409) (70,542,710) 83,301
Total Net Position (Deficit) (36,041,600) (36,177,274) 135,674

The District’s total net position (deficit) increased by $2,076,941between fiscal year2021 and 2020. The
deficit increase is due to expenses in excess of revenues usihg economic resources measurement focus
and the accrual basis of accounting. A summary of the District’s Statements of Net Position follows:

As Restated Increase Percentage
2021 2020 (Decrease) Change

Assets
Current and Other Assets 15,765,323 13,945,395 $ 1,819,928 13.05 %
Capital Assets, Net 53,886,068 55,150,458 (1,264,390) (2.29)%
Net Pension Asset -

Proportionate Share 3,253,759 (3,253,759) N/A

Total Assets 69,651,391 72,349,612 (2,698,221) (3.73)%
Deferred Outflows of Resources 19,687,757 17,988,636 1,699,121 9.45 %
Liabilities
Current and Other Liabilities 4,098,591 3,447,428 651,163 18.89 %
Long-Term Liabilities 27,112,712 30,434,678 (3,321,966) (10.92)%
Net Pension Liabilities -

Proportionate Share 3,497,942 3,086,615 411,327 13.33 %
Total OPEB Liability 84,309,209 80,689,157 3,620,052 4.49 %

Total Liabilities 119,018,454 117,657,878 1,360,576 1.16 %
Deferred Inflows of Resources 8,439,235 8,721,970 (282,735) (3.24)%
Net Position (Deficit)
Net Investment in Capital Assets 31,271,574 29,208,032 2,063,542 7.06 %
Restricted 7,934,607 5,209,777 2,724,830 52.30 %
Unrestricted (Deficit) (77,324,722) (70,459,409) (6,865,313) 9.74 %

Total Net Position (Deficit) $ (38,118,541) $ (36,041,600) $ (2,076,941) 5.76 %

The increase in current and other assets is primarily due tan increasein the District’s cash position. This
increase wasoffset by a decrease in amounts due from fiduciary funds due to the implementation of GASB
Statement No. 84.

See Paragraph on Required Supplementary Information Included in Auditor’s Report -7-



BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'’S DISCUSSION AND ANALYSIS
(Continued)

The decrease in capital assets, net is due to depreciation expense in excess of capital asset addifitnes.
accompanying Notego Financial Statements, Not&0 “Capital Assets” provides additional information.

Net pension asset proportio nate sharewas eliminated in the current year aghe New York State Teachers’
Retirement Systens experienced a loss, resulting in net pension liability- proportionate share. In the
current year, the District’s proportionate share shifted from an asset to a liability. The accompanying Notes
to Financial Statements, Note 4 “Pension Plans — New YorkState”, provides additional information.

Deferred outflows of resources represents contributions to thepension plans subsequent to the
measurement dates and actuarial adjustmentsf the pension and OPEB planthat will be amortized in
future years.

Theincrease in arrent and other liabilities is primarily attributable to increases in accrued liabilities, the
District’s liability to the teachers’ retirement system and compensated absences payabland other
liabilities .

The decreasein long-term liabilities is primarily the result of the repayment of the current maturity of the
bond indebtedness and installment purchase debt@and the amortization of the premium on the bond
refunding. Additionally, the liability for compensated absence decreased from the prior year. These
decreases were offset by an increase in the liability foworkers’ compensation. The accompanying Notes
to Financial Statements, Note 3, “Long-Term Liabilities”, provides additional information.

Net pensionliabilities — proportionate share represents the District’s share of the New York State and Local
Employees’ Retirement System’s collective net pension liability at the measurement date of the respective
year. The District's share of the New York State Teachers’ Retirement System’s collective net pension
liability is also included in the current year balanceThe accompanying Notes to Financial Statementdpte
14 “Pension Plans — New York State”, provides additional information.

Total other postemployment benefits (OPEB)liability increased, based on the actuarial valuation of the
plan. The accompanying Notes to Financial Statementdote 16 “Postemployment Healthcare Benefits”,
provides additional information.

Deferred inflows of resources representactuarial adjustments of the pension and OPEB plans that will be
amortized in future years.

The net investment in capital assets isthe investment in capital assets at costnet of accumulated
depreciation and related outstanding debt. The accompanying kdr Supplementary Information, Schedule
of Net Investment in Capital Assets provides additional information.

The restricted amount relates to the Ditrict’s reserves. This number increasedover the prior year. The
increase to the restricted amount is due to Board approved additions and interest earnings, net of the use
of restricted amounts to pay current period expenses.

The unrestricted deficit amount relates to the balance of the Disict’s net position. This balance does not
include the District’s reserves, which are classified as restricted. Additionally, certain unfunded liabilities
will have the effect of reducing the District’s unrestricted net position. One such unfunded liability is the
total OPEB liability. In accordance with state guidelines, the District is only permitted to fund OPEB on a
“pay as you go” basis, and is not permitted to accumulate funds for the OPEB liability

See Paragraph on Required Supplementary Information Included in Auditor’s Report -8-



BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'’S DISCUSSION AND ANALYSIS
(Continued)

B. Changes in NetPosition

The June 30, 2020 revenues and expenses were increased, resulting from the implementation of GASB
Statement No. 84Fduciary Activities,as follows:

As Restated As Reported Increase
2020 2020 (Decrease)
Charges for Services $ 670,743  $ 523,748 $ 146,995
Operating Grants & Contributions 786,732 786,370 362
Instruction Expenses 46,817,540 46,681,607 135,933

Theresults of operations as a whole are reported in the Statement of Activities in a programmatic format.
In the accompanying financial statements STAR (school tax relief) revenue is included in the other tax items
line. However, in this MD&A STAR revenue has been combined with property taxés summary of this
statement for the years endedune 30, 2021and 2020 is as follows:

As Restated Increase Percentage
2021 2020 (Decrease) Change
Revenues
Program Revenues
Charges for Services $ 228,141 $ 670,743 $ (442,602) (65.99)%
Operating Grants & Contributions 1,102,674 786,732 315,942 40.16 %
General Revenues
Property Taxes & STAR 43,909,266 42,706,956 1,202,310 2.82 %
State Sources 9,659,316 9,329,748 329,568 3.53 %
Other 974,156 557,126 417,030 74.85 %
Total Revenues 55,873,553 54,051,305 1,822,248 3.37%
Expenses
General Support 7,243,911 6,585,080 658,831 10.00 %
Instruction 47,215,459 46,817,540 397,919 0.85%
Pupil Transportation 1,999,398 1,903,416 95,982 5.04 %
Debt Service - Interest 906,727 997,729 (91,002) (9.12)%
Food Service Program 584,999 645,251 (60,252) (9.34)%
Total Expenses 57,950,494 56,949,016 1,001,478 1.76 %
Decrease in Net Position $ (2,076,941) $ (2,897,711) $ 820,770 (28.32)%

A. General Fund

The change in net position represents the District’s operating profit or loss using the economic resources
measurement focus and the accrual basis of accounting. For the year ended June 30, 2020, the loss was
$2,076,941compared to a loss 0$2,897,711for the prior year.

The District’s revenue increased by $1,822,248 or 3.37%. The major factors that contributed to this

increasewere increases in real property taxesend STARther revenues statesourcesand operating grants
and contributions. These increases were offset kydecreasdn charges for services

See Paragraph on Required Supplementary Information Included in Auditor’s Report -9-



BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'S DISCUSSION AND ANALYSIS
(Continued)

The District's total expenses for the year increased byl$001,4780r 1.76%. The increase in expenseis
primarily due to increases ingeneral support and instruction The primary reasonfor the increases in

general support andinstruction is due to the impact ofCOVID19 and the reopening of schools

As indicated on thegraphsthat follow, real property taxesand STAR ighe largest component of revenues
recognized (i.e., 78.6% and 79.0% of the total for the years 2021 and 2020, respectively). Instruction
expensess the largest category of expenses incurred (i.881.4% and82.2% of the total for the years2021

and 2020, respectively). The graphs demonstrate that the components of revenues and expenses are

effectively the same for both years.

A graphic display of the distribution of revenues for the two years follows:

$50,000,000
$45,000,000
$40,000,000
$35,000,000
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000
$5,000,000
% —
Charges for Operating Grants Property Taxes  State Sources Other
Services & Contributions & STAR
H2020 =2021
Operating
Charges for Grants & Property Taxes
Services Contributions & STAR State Sources Other
2020 1.2% 1.5% 79.0% 17.3% 1.0%
2021 0.4% 2.0% 78.6% 17.3% 1.7%

See Paragraph on Required Supplementary Information Included in Auditor’s Report
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BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'S DISCUSSION AND ANALYSIS
(Continued)

A graphic display of the distribution of expenses for the two years follows:
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4. EINANCIAL ANALYSIS® 4 (%
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At June 30, 2021the District’s governmental funds reported a combined fund balance of #,622,392 which
is an increase of $,452,783 over the prior year. This ircrease is due to an excess oévenues and other
financing sources over expenditures and other financing usesusing the current financial resources

measurement focus and thenodified accrual basis of accountingrhe June 302020 amounts were restated to
include the extraclassroom activities and schalrships funds, as a result of the implementation of GASB

Statement No. 84.A summary of the change ithe components offund balance by fund $ as follows:

General Fund
Restricted:
Workers' compensation
Retirement contribution
Teachers' retirement system
Employees' retirement system
Employee benefit accrued liability
Capital
Assigned:
Appropriated fund balance
Unappropriated fund balance
Unassigned: Fund balance

As Restated Increase Percentage

2021 2020 (Decrease) Change

$ 532436 $ 232,405 $ 300,031 129.10 %
428,300 428,300 N/A

1,876,923 1,776,687 100,236 5.64 %
1,100,367 99,978 1,000,389 1000.61 %
2,980,753 1,580,543 1,400,210 88.59 %
1,200,000 2,480,000 (1,280,000) (51.61)%
57,019 61,350 (4,331) (7.06)%
2,256,577 2,223,212 33,365 1.50 %
10,432,375 8,454,175 1,978,200 23.40 %

See Paragraph on Required Supplementary Information Included in Auditor’s Report
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BABYLON UNION FREE $HOOL DISTRICT
MANAGEMEN'S DISCUSSION AND ANALYSIS

(Continued)
As Restated Increase Percentage
2021 2020 (Decrease) Change
School Food Service Fund
Nonspendable: Inventory $ 8,528 $ 17,715  $ (9,187) (51.86)%
Assigned: Unappropriated fund balance 80,572 94,113 (13,541) (14.39)%
89,100 111,828 (22,728) (20.32)%
Debt Service Fund
Restricted: Debt 787,599 787,599 - 0.00 %
Capital Projects Fund
Restricted:
Capital 179,356 680,192 (500,836) (73.63)%
Unspent bond proceeds 141 (141) (100.00)%
179,356 680,333 (500,977) (73.64)%
Extraclassroom Activities Fund
Assigned, unappropriated fund balance 85,089 83,301 1,788 2.15%
Scholarships
Restricted: Scholarships 48,873 52,373 (3,500) (6.68)%
Total Fund Balance $ 11,622,392 $ 10,169,609 $ 1,452,783 14.29 %

A. General Fund

The net change in the general fund fund balance is an increase of1$978,200, compared to an increasef
$1,085,128in 2020. This resulted fromrevenues and other financing sources in excess etpenditures and
other financing uses

The District’s revenues and other financing sourcesncreased by £,454,797or 4.67%, as compared to the
prior year. This increase is primarily attributable to increases irproperty taxes, miscellaneousand state
sources offset bya decreasdn other tax items. The increase irproperty taxesis due to an increase in the
tax levy in accordance with the2020-2021 budget.

Expendituresand other financing usesncreased by $,561,7250r 3.03% over the prior year. Expenditures
increasd in all functional areas.General support, instrugion and pupil transportation increased primarily
dueto the reopening of schools after the extende@OVID19 closure. The inrease in the District’s expense
to the teachers’ retirement system was offset by a decrease in the expense to the employees’ retirement
system.
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The following is a summary of the District’s general fund restricted fund balance activity:

Appropriated
Balance @ Use of Balance @ for
June 30, 2020 Reserves Interest Funding June 30, 2021 June 30, 2022
Workers' compensation $ 232,405 $ $ 31 $ 300,000 $ 532436 %
Retirement contribution
TRS 428,300 428,300
ERS 1,776,687 (200,000) 236 300,000 1,876,923 100,000
EBALR 99,978 13 1,000,376 1,100,367 100,000
Capital 1,580,543 (150,645) 210 1,550,645 2,980,753
$ 3,689,613 $ (350,645 $ 490 $ 3,579,321 $ 6,918,779 $ 200,000

Additional detail regarding capital reserves can be found iNote 19 “Capital Reserve”.
B. School Food Service Fund

The net change in the school food service fundfund balance isa decreaseof $22,728 compared to an
$80,104 decrease in the prior yearThe food service fund received &dudgeted subsidy from the general
fund for $40,000 to help support operations. The Executive Order issued allowingree meals to be
distributed to all students regardless of eligibility status lead to alecrease in sales revenue for the food
service program

C. Debt Service Fund
The debt service fund- fund balancedid not change from the prior year to the current year. The balance
in this account represents unspent bond proceeds and debt premiums that will used to offset future debt
principal payments.

D. Capital Projects Fund
The net change in the capital pjects fund-fund balance isadecreaseof $500,977. The District transferred
in $150,645 of capital reserve funds that was approved for emergency use for COMI® projects. This
transfer was offset by expenditures of 651,481 incurred during the year onongoingcapital projectsand a

transfer of unspent bond proceeds on completetiond projects to the generalfund in the amountof $141.

The following is a summary of the District’s capital projects fund restricted fund balance activity:

Balance @ Use of Balance @
June 30, 2020 Reserves Funding June 30, 2021
May 2015 $ 680,192 $ (651,481) $ 150,645 $ 179,356

E. Extraclassroom Activit iesFund

The net change in the extraclassroom activities fund- fund balance is anincrease of $1,788 as
extraclassroom revenues of $69,614 were offset by expenditures totaling $67,826.
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F. Scholarship s Fund

The net change in the scholarshipfund — fund balance isa decreaseof $3,500. Scholarship awards of
$3,534 exceeds interest earnings of $34.

5. GENERAL FUND BUDGETRY HIGHLIGHTS

A. 2020-2021 Budget

The District’s general fundadoptedbudget for the year endedlune 30, 202was $5,602,506. This amount
was increased by encumbrances carried forward from the prior year in the amount 06%,350and a budget
revision of $24,064 for a total final budget of $5,887,920.

Thefinal budget was funded through a combination oéstimated revenues andappropriated fund balance.
The majority of this funding source was 83,909,256in estimated property taxesand STAR

B.#EAT CA ET ' AT AOAI &O1TA80 51 AOOEGCT AA &OT A " Al AT AA

The general fund’s unassigned fund balance is the component of total fund balance that is the residual of
current and prior years’ excess revenues over expenditures, net of transfers and interest to reserves
appropriations to fund the subsequent year’'s budget and encumbrances. Thechange in this balance
demonstrated through a comparison of the actual revenues and expenditures for the year compared to
budget follows:

Opening, Unassigned Fund Balance $ 2,223,212
Revenues Over Budget 2,015,733
Expenditures and Encumbrances Under Budget 2,797,443
Allocation to Reserves (3,579,811)
Appropriated to Fund the June 30, 2022 Budget (1,200,000)
Closing, Unassigned Fund Balance $ 2,256,577

Opening, Unassigned Fund Balance

The $,223,212shown in the table is the portion of the District’s June 30,2020 fund balance that was
retained asunassigned

RevenuesOverBudget

The 2020-2021 final budget forrevenues was $2,995,925 Actual revenuesrecognizedfor the year were
$55,011,658. The excess of actual revenues over estimated or budgeted revenues $2a815,733, which
contributes directly to the change to the general fund unassigned fund balance frahane 30, 202Q0 June

30, 2021 The accompanying Required Supplementary Information, Schedule of Revenues, Expenditures
and Changes in Fund BalanceBudget and Actual General Fuml, provides additional information.
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Expendituresand EncumbrancedJnder Budget

The 2020-2021 final budget for expenditures was $55,887,920. Actual expendituresas ofJune 30, 2021
were $53,033,458 and outstanding encumbranceswere $7,019. Combined, the expenditures plus
encumbrances for2020-2021 were $53,090,477. The final budget variance was $2,797,443 which
contributes directly to the change to the general fund unassigned fund balance fralune 30, 20200 June

30, 2021 The accompanying Required Supplementary Information, Schedule of Revenues, Expenditures
and Changes in Fund BalanceBudget and Actual General Fuml, provides additional information.

Allocation to Reserves

Monies transferred into authorized reserves do not affect the total fund balance unless, and until these
monies are actually expended. The transfers do, however, reduce the District’s discretion regarding the
use of these transferred monies, and thus, rede the unassigned fund balance by the amount of the
transfers. The table irg4.A.of this Management’s Discussion and Analysis details the allocation of interest
earnings and funding transfers to the reserves.

Appropriated Fund Balance

The District has chosen to use 200,000 of the available June 30, 2021unassignedfund balance to
partially fund the 2021-2022 approved operating budget. As such, thdune 30, 2021unassigned fund
balance must be reduced byhis amount.

Closing UnassignedFund Balance

Based upon the summary changes shown in the table, the unassigned fund balancéuae », 2021 was
$2,256,577. This amount equals4.0% of the 2021-2022 budget and complies with New York State Real
Property Tax Law §1318

6. CAPITAL ASSETS. DEBADMINISTRATION ANDOTHER LONGTERM LIABILITIES

A. Capital Assets

At June 30, 2021 the District had invested in a broad range of capital assetss indicated in thefollowing

table. The net decrease in capital assets is due tdepreciation expenseof $2,044,599in excess ofcapital

additions of $780,209recorded for the year endedlune 30, 2021A summary of the District’s capital assets,
net of accumulateddepreciation atJune 30, 2021and 2020 is as follows:

Increase
2021 2020 (Decrease)
Land $ 369,658 $ 369,658 $ -
Construction in progress 671,289 19,808 651,481
Buildings and improvements 51,992,006 53,768,680 (1,776,674)
Site improvements 85,091 92,845 (7,754)
Furniture and equipment 768,024 899,467 (131,443)
Capital assets, net $ 53,886,068 $ 55,150,458 $ (1,264,390)
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B. Debt Administration

AtJune 30, 2021he District had total bonds payable and installment purchase debt payable a2$,510,000
and $1,104,494, respectively. The bonds and installment pultase debt were issued for school building
improvements and include refunding bonds and library refunding bondsThe decrease in outstanding debt
represents principal payments. There were no new issuances of loitgrm debt during the year endedJune
30, 2021 A summary of the outstanding debt alune 30, 2021and 2020 is as follows:

Bonds Payable

Issue Interest Increase
Date Rate 2021 2020 (Decrease)
2011 3.00 - 5.00% $ 1,200,000 $ 2,345,000 $ (1,145,000)
2013 1.50 - 5.00% 1,285,000 1,580,000 (295,000)
2015 2.00 - 3.125% 8,485,000 9,290,000 (805,000)
2017 3.00% 10,540,000 11,340,000 (800,000)

$ 21,510,000 $ 24,555,000 $ (3,045,000)

Installment Purchase Debt

Issue Interest Increase
Date Rate 2021 2020 (Decrease)
2009 4.84% $ 1,104,494 $ 1,387,567 $ (283,073)

The District’s latest underlying, long-term credit rating from Moody’s Investors Service, Inc. is Aa2. The
District’s outstanding serial bonds at June 30, 202J1are approximately 9.87% of the District’s debt limit.

C. Other Long-Term Liabilities

Included in the District’s long-term liabilities are the estimated amounts due for compensated absences,
which are based on employment contracts, andvorkers’ compensation, net pension liabilities -
proportionate share and tal other postemployment benefits liability which are based on actuarial
valuations. A summary of the outstanding other longterm liabilities at June 30, 2021s as follows:

Increase
2021 2020 (Decrease)
Compensated absences $ 4,059,515 $ 4,130,737 $ (71,222)
Workers' compensation 429,407 324,617 104,790
Net pension liabilities - proportionate share 3,497,942 3,086,615 411,327
Total OPEB liability 84,309,209 80,689,157 3,620,052

$ 92,296,073 $ 88,231,126 $ 4,064,947
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7. ECONOMIC FACTORSAND%8 4 9 %! 263 "5$' %4
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Thegeneral fundbudget, the only fund with a legally adopted budget, as approved by the voters day 18,
2021 for the year endng June 302022, is $6,414,443 This is an increase of81,937 or 1.46% over the
previous year’s budget.

The District budgeted revenues other than property taxes and STAR at a $1,528,687 increase over the prior
year’s estimate, which is principally due to an estimated increase in state aid. The assigned, appropriated
fund balance applied to the budget in thamount of $1,200,000 is a $1,280,000 decrease from the previous
year. Additionally, the District elected to appropriate $200,000 of reserves towards the next year’s budget,
which did not change from the previous year.A property tax increase of $63,250 (1.28%) levy to levy,
was needed to meet the funding shortfall and cover the increase in appropriations.

B. Future Budgets

The property tax cap, uncertainty in state aid and federal funding, as well as the continuing effect of the
COVID19 pandemic, willimpact the District’s future budgets.

C. Tax Cap

New York State law limits the increase in the property tax levy of sobl districts to the lesser 0f2% or the
rate of inflation. There are additional statutory adjustments in the law. School districts may ewide the
tax levy limit by presenting to the voters a budget that requires a tax levy that exceeds the statutory limit.
However, that budget must be approved b¥0% of the votes cast. Based on the law, the District’s 2021-
2022 property tax increase of1.28% wasequal tothe tax cap and did not require an override vote.

8. CONTACTING THE DISTRT

This financial report is designed to provide the reader with a general overview of the District’s finances and
to demonstrate the District’s accountability for the funds it receives. Requests for additional information can
be directed to:

Deirdre A. Lunetta,CPA

Assistant Superintendent for Business
Babylon Union Free SchodDistrict

50 Railroad Avenue

Babylon, New York 11702
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BABYLON UNION FREEGHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFIOAT ACCOUNTING POLIEIS

The financial statements of théBabylon Union Free School DistrigiDistrict) have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP) for governmental units.
The Governmental Accounting Standards Board (GASB) is the standaetting body for establishing
governmental accounting and financial reporting principles. Significant accounting principles and policies
used by the District are as follows:

A. Reporting Entity

The District is governed by the laws of New York State. The District is an independent entity gaved by

an elected Board of Educatiorconsisting of sevenmembers. 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 financial reporting entity is based on criteria set forth by GASB. The finaakreporting entity consists
of the primary government, 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 thatexclusion 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 decisin to include a potential component unit in the District's
reporting entity is based on several criteria including legal standing, fiscal dependency, and financial
accountability. Based on the application of these criterjdhere are no other entities thatwould be included

in the District’s reporting entity.

B. Joint Venture

The District is a component district inthe Board of Cooperative Educational Services of Western Suffolk
(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 81950 of the Education Law. A BOCES Boara@ansidered a corporate body. Members of a BOCES
Board are nominated and elected by their component member boards in accordance with provisions of
81950 of the Education Law. All BOCES property is held by the BOCES Board as a corporation under
81950(6). In addition, BOCES Boards also are considered municipal corporations to permit them to
contract with other municipalities on a cooperative basis undeB119-n(a) of the General Municipal Law. A
BOCES budget is comprised of separate budgets for administkatj program, and capital costs. Each
component district’s share of administrative and capital cost is determined by resident public school
district enrollment as defined in Education Law, 81950(4)(b)(7). There is no authority or process by which

a schooldistrict can terminate its status as a BOCES component. In addition, component school districts
pay tuition or a service fee for programs in which its students participate.
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C. Basis of Presentation

District-Wide Financial Statements

The Statement of Net Position and the Statement of Activities present information abothe overall
governmental financial activities of the District, except for fiduciary activities. Eliminations have been
made to minimize the double counting of interfund transactions. Governmental activities generally are
financed through taxes, state aidintergovernmental revenues, and other exchange and nonexchange
transactions. Operating grants include operatingspecific and discretionary (either operating or capital)
grants, while capital grants reflect capitaispecific grants, if applicable.

The Staement 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. Employee benefits are allocated to functional areas in
proportion to the payroll expended for those areas. Program revenues include (a) charges paig the
recipients of goods or services offered by the programs and (b) granthat are restricted to meeting the
operational or capital requirements of a particular program. Revenues that are not classified as program
revenues, including real property taxes and state aid, are presented as general revenues.

Fund Financial Statements

The fund financial statements provide information about the District’s funds, including fiduciary funds.
Separate statements for each fund type, governmental and fiduciary egsresented. The District’s financial
statements present the following fund types:

Governmental Funds - are those through which most governmental functions are financed. The
acquisition, use and balances of expendable financial resources and the relatkabilities are
accounted for through governmental funds. The emphasis of governmental fund financial statements
is on major funds as defined by GASB, each displayed in a separate column. The following are the
District’'s major governmental funds:

General Fund - is the general operating fund and is used to account for all financial transactions
except those required to be accounted for in another fund.

Special Aid Fund- is used to account for the proceeds of specific revenue sources such as federal
and state grants that are legally restricted to expenditures for specified purposes. These legal
restrictions may be imposed by either governments that provide the funds or outside parties.

SchoolFood ServiceFund - is used to account for the activities of th food service program.

Debt Service Fund- accounts for the accumulation of resources fathe payment of principal and
interest on long-term general obligation debt of governmental activities

Capital Projects Fund - is used to account for the financialresources used for acquisition,
construction, renovation or major repair of capital facilities and other capital assets.

Extraclassroom Activities Fund —is used to account for the funds operated by and for the students
of the District.
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Scholarships Fund - is used to account for funds collected that benefit annual thirgharty awards
and scholarships for students.

Fiduciary Funds — are used to account for activities in which the [3trict acts as trustee or custodian
for resources that belong to othes. These activities are not included in théistrict-wide financial
statements, because their resources do not belong to the District, and are not available to be used
finance District operations Thefollowing is the District’s fiduciary fund:

Custodial Fund —is used to account for real property taxes collected on behalf of other governments
and disbursed to those governments.

D. Measurement Focus and Basis of Accounting

Measurement focus describes what type of information is reported, and is eithéine economic resources
measurement focus or the current financial resources measurement focus. The economic resources
measurement focus reports all assets, liabilities and deferred resources related to a given activity, as well
as transactions of the perd that affect net position. For example, all assets, whether financial (e.g., cash
and receivables) or capital (e.g., property and equipment) and liabilities (including lonterm debt and
obligations) are reported. The current financial resources measement focus reports more narrowly on
assets, liabilities and deferred resources that are relevant to nederm liquidity, along with net changes
resulting from transactions of the period. Consequently, capital assets and the unmatured portion of leng
term debt and certain other liabilities the District would not expect to liquidate currently with expendable
available financial resources (e.g., compensated absences for employees still in active service) would not
be reported.

Basis of accounting describesthen changes are recognized, and is either the accrual basis of accounting or
the modified accrual basis of accounting. The accrual basis of accounting recognizes changes in net position
when the underlying event occurs, regardless of the timing of relatecash flows. The modified accrual
basis of accounting recognizes changes only at the point they affect neéarm liquidity.

The district-wide and fiduciary fund financial statements are reported using the economic resources
measurement focus and the acaal 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 valugthout directly receiving or giving
equal value in exchange, include real property taxestate aid,grants and donations. On an accrual basis,
revenue from real property taxes is recognized in the fiscal year for which the taxes are levid&tevenue
from state aid is recognized in the fiscal year it is apportioned by the statRevenue from grants and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.

The governmental funds financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized when
measurable and available. The District considers all revenues reported in the governmental funds te b
available if the revenues are collected within 180 days after the end of the fiscal year, except for real
property taxes, which are considered to be available if they are collected within 60 days after the end of the
fiscal year. Expenditures are recordé when the related fund liability is incurred, except for principal and
interest on general longterm debt, claims and judgments, compensated absencegnsion costsand other
postemployment benefits, which are recognized as expenditures to the extent thédave matured.Capital
asset acquisitions are reported as expenditures in governmental funds. Proceeds of general koaign debt

are reported as other financing sources.
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E. Real Property Taxes
Calendar

Real property taxes are levied annually by the Boardo later than October 13 and become a lien on
December }. Taxesare collected by the Town of Babylon and remitted to the Districirom December to
June

Enforcement
Uncollected real property taxes are subsequently enforced by Suffolk CourityJune
F. Payments in Lieu of Taxes (PILOT)

The District reports PILOT revenues in the general fund as part of other tax items revenues. These PILOT
revenues are often the result of tax abatements granted by industrial development agencies of the Town
and/or the County to help promote local economidevelopment. Property owners make PILOT payments
to the government agencies, which in turn remit the collected payments to the District.

G. Restricted Resources

When an expense is incurred for purposes for which both restricted and unrestricted net resmes are
available, the District’s policy concerning which to apply first varies with the intended use, and with
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 intdund receivables and payables are expected to be repaid within
one year. Permanent transfers of funds includéransfers to provide financing or other services.This
includes the transfer of unrestricted general fund revenues to finance various programsdhthe District
must account for in other funds in accordance with budgetary authorizations.

In the district -wide statements, eliminations have been made for all interfund receivables and payables
between the funds.

The governmental funds report all intefund transactions as originally recorded. Interfund receivables and
payables are 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 offset.

A detailed disclosure by individual fund for interfund receivables, payables;ansfers in and transfers out
activity is provided subsequently in these Note$o Financial Statements

I. Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported
amount of assets, deferred outflows of resowes, liabilities and deferred inflows of resources, and
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disclosure of contingerties at the date of the financial statements and the reported revenues and
expenses/expenditures during the reporting period. Accordingly, actual results could differ from those
estimates. Estimates and assumptions are made in a variety of areas, includiryenue availability,
compensated absencegension costsother postemployment benefits, workers’ compensation liabilities,
potential contingent liabilities and useful lives @ capital assets.

. Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, bank deposits and investments with a maturity date of
three months or less from date of acquisition.

Certain cash balances are restricted by various legal and contractual obligations, such as legal reserves and
debt agreements.

. Receivables

Receivables are shown net of an allowance for uncollectibles, if any. However, no allowance for
uncollectibles hasbeen provided since it is believed that such allowance would not be material.

. Inventor y

Inventory of food in the school food servicefund is recorded at cost on a firstin, first-out basis or in the
case of surplus food donated by the U.S. Department of Agriculture, at the Government’s assigned value,
which approximates market. Inventory is accounted for on the consumption method.Under the
consumption method, a current asset for the inventory is recorded at the time @&ceipt and/or purchase
and an expense/expenditure is reported in the year the goods are consumed.

Purchases of inventoriable items in other funds are recorded as expenditures the time of purchase, and
are considered immaterial in amount.

A portion of fund balance has been classified as honspendable to indicate that invertdoesnot constitute
available spendable resources.

. Capital Assets

Capital assets are reflectedh the district -wide financial statements. Capital assets are reported at actual
cost, when the information is available, or estimated historical cost based on professional thighrty
information. Donated assets are reported acquisition value at the date of donation.

All capital assets, except land and construction in progress, are depreciated on a straight line basis over
their estimated useful lives. Capitalization thresholds, the dollar value above which asset acquisitions are
added to the capital asset accounts, and estimated useful lives of capital assets as reported indibgict -
wide statements are as follows:

Capitalization Estimated
Threshold Useful Life
Buildings and improvements $ 500 20-50 years
Site improvements 500 20 years
Furniture and equipment 500 5-20 years
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N. Deferred Outflows 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)
until that time. The District hastwo items that qualify for reporting in this category. Thdfirst item is related

to pensions andconsists of the District’s proportionate share of changes in the collective net pension asset

or liability not included in collective pension expenseand the District’s contributions to the pension
systems (TRS and ERS) ssequent to the measurement date. Theeconditem is related to OPEB and
represents the changein the total other postemployment benefits liability not included in the OPEB
expense.

O. Short-Term Debt

The District may issue revenue anticipation notes (RAN) and tax anticipation notes (TAN), in anticipation

of the receipt of revenues. These notes are recorded as a liability of the fund that will actually receive the
proceeds from the issuance of th notes. The RANs and TANs represent a liability that will be extinguished

by the use of expendable, available resources of the fund.

The District may issue bond anticipation notes (BAN), in anticipation of proceeds from the subsequent sale
of bonds. These notes are recorded as current liabilities of the funds that will actually receive the proceeds
from the issuance of bonds. State law requires that BANs issued for capital purposes be converted to-long
term financing within five years after the original issue date seven years if originally issued during calendar
year 2015 through,and including 2021 The notes, or renewal thereof, may not extend more than two years
beyond the original date of issue, unless a portion is redeemed within two years andthin each twelve
month period thereafter.

P. Collections in Advance

Collections in advance arise when resources are received by the District before it has a legal claim to them,
as when charges for services monies are received in advance from payers prior to the services being
rendered by the District. These amounts are mrded 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.

Q. Employee Benefits z Compensated Absences
Compensated absences consist ohpaid accumulated sick leave and vacation time.

Sick leave eligibility and accumulation is specified in collective bargaining agreements and in individual
employment contracts. Upon retirement, resignation or death, employees maypntractually receive a
payment based on unused accumulated sick leave

Vacation eligibility and accumulation is specified in collective bargaining agreements and in individual
employment contracts. Some earned benefits may be forfeited if not taken within varying time periods
Employees are compensated for unused accumulated vacation leave through paid time off or cash payment
upon retirement, termination or death.

Certain collectively bargained agreements require these payments to be paid in the form of nelective
contributions into the employee’s 403(b) plan.
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The liability for compensated absences has been calculated using the vesting method and an accrual for
that liability is included in the district -wide financial statements. The compensated absences liability
calculated based on the pay rates in effect at yeand.

In the fund financial statements, a liability is reported only for payments due for unused compensated
absences for those employees that have obligated themselves to separate from service wiih District by
June 30.

. Other Benefits

Eligible District employees participate in the New York State Teachers’ Retirement System or the New York
Stateand LocalEmployees’ Retirement System.

District employees may choose to participate in theDistrict's elective deferred compensation plans
established under Internal Revenue Code Sectisd03(b) and 457.

The District provides individual or family health insurance coverage for active employees pursuant to
collective bargaining agreements and individual employment contracts.

In addition to providing these benefits, the District provides individual, family or surviving spouse
postemployment health nhsurance coverage for eligible retired employees.Collective bargaining
agreements and individual employment contracts determine if District employees are eligible for these
benefits if they reach normal retirement age while wrking for the District. Healthcare 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 balth insurance by recording its share of insurance premiums as an
expenditure in the governmental funds as the liabilities for premiums mature (come due for payment). In
the district-wide statements, the cost of postemployment health insurance coveragerecognized on the
economic resources measurement focus and thaccrual basis of accounting in accordance with GASB
Statement No.75.

. Deferred Inflows of Resources

Deferred inflows of resources represents an acquisition of net position that applies tofature reporting
period and so will not be recognized as an inflow of resources (revenue/expense credit) until that time.
The District has three items that qualify for reporting in this category. First is unavailable revenues
reported in the governmental unds when potential revenues do not meet the availability criterion for
recognition in the current period. This includes amounts due from other governments for tuition charges
program reimbursements and certain state aid allocationsIn subsequent periods when the availability
criterion is met, unavailable revenues are reclassified as revenues. In the Distriwtde financial statements,
unavailable revenues are treated as revenues. The second item is related to pensions reported in the
district -wide Statement of Net Position and consists of the District’s proportionate share of changes in the
collective net pension asset or liability not included in collective pension expense. The third item is related
to OPEBReported in the district-wide Statement of NePosition and representsthe changen the total other
postemployment benefitsliability not included in OPEB expense.
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T. Equity Classifications

District-Wide Statements

In the district-wide statements there are three classes of net position:

Net investment in capital assets Consistsof net capital assets (cost less accumulated depreciation)
reduced by outstanding balances of related debt obligations from the acquisitions, construction and
improvements of those assets.

Restrictedz Reports net position when constraints placed on the assets or deferred outflows of
resources are either externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments, or imposed by law through cotisutional
provisions or enabling legislation.

Unrestricted— Reportsthe balance of net position that does not meet the definition of the above two
classifications.

Fund Statements

The fund statements report fund balance classifications according to ¢hrelative strength of spending
constraints placed on the purpose for which resources can be used, as follows:

Nonspendablez Consists of amounts that are inherently nonspendable in the current period either
because of their form or because they must bmaintained intact. Nonspendable fund balance consists
of inventory, which is recorded in the school food service fund

Restrictedz Consists of amounts that are subject to externally enforceable legal purpose restrictions
imposed by creditors, grantors, ontributors, or laws and regulations of other governments; or through
constitutional provisions or enabling legislation. The District has established the following restricted
fund balances:

71 OEAOOSE #1711 DbAT OAOETT 2A0AO0O0A

Workers’ Compensation Reserve (GML 86-j) is used to pay for compensation benefits and other
expenses authorized by Article 2 of the Workers’ Compensation Law, and for payment of expenses of
administering this self-insurance program. The reserve may be established by Board action, and is
funded by budgetary appropriations and such other funds as may be legally appropriated. Within
sixty days after the end of any fiscal year, excess amounts may either be transferred to another
reserve or the excess applied to the appropriations of the next sceeding fiscal year’s budget. The
reserve is accounted for in the general fund.

Retirement Contribution Reserve

Retirement Contribution Reserve (GML 886) is used for the purpose of financing retirement
contributions payable to the New York State and Local Employees’ Retirement System. The Board, by
resolution, may establish the reserve and authorize expenditures dm the reserve. The reserve is
funded by budgetary appropriations or taxes raised for the reserve, revenues that are not required
by law to be paid into any other fund or account, transfers from reserves and other funds that may
legally be appropriated. Tle Board may also adopt a resolution establishing a stfand for

-32-



BABYLON UNION FREECHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
(Continued)

contributions to the New York State Teachers’ Retirement System. During a fiscal year, the Board may
authorize payment into the subfund of up to 2% of the total covered salaries paid duringhe
preceding fiscal year, with the total amount funded not to exceed 10% of the total covered salaries
during the preceding fiscal year. The sufund is separately administered, but must comply with all
the existing provisions of General Municipal Law 88. These reserves are accounted for in the general
fund.

Employee Benefit Accrued Liability Reserve

Employee Benefit Accrued Liability Reserve (GML §6) is used to reserve funds for the payment of
accrued employee benefit primarily based on unused angnpaid sick leave, personal leave, holiday
leave or vacation time due an employee upon termination of the employee’s service. This reserve may

be established by a majority vote of the Board, and is funded by budgetary appropriations and such
other reservesand funds that may be legally appropriated. The reserve is accounted for in the general
fund.

Capital Reserve

Capital Reserve (Education Law 83651) is used to pay the cost of any object or purpose for which
bonds may be issued. The creation of a capitaserve fund requires authorization by a majority of
the voters establishing the purpose of the reserve; the ultimate amount, its probable term and the
source of the funds. Expenditure may be made from the reserve only for a specific purpose further
authorized by the voters. The form for the required legal notice for the vote on establishing and
funding the reserve and the form of the proposition to be placed on the ballot are set forth in 83651
of the Education Law. Theereserves are accounted for in thegeneral fund and capital projects fund.

Restricted for Debt

Unexpended balances of proceeds of borrowings for capital projects, interest and earnings from
investing proceeds of obligations, and premiums and accrued interest on lostigrm borrowings are
recorded in the debt service fund and held until appropriated for debt payments. These restricted
amounts are accounted for in the debt service fund.

Restricted for Scholarships

Amounts restricted for scholarships are used to account for monies donated for scholarship purposes,
including earnings and net of awards. These restricted funds are accounted for in the scholarships
fund.

Assigneq Consists of amounts that are subjedb a purpose constraint that represents an intended use
established by the District’s Board of Education. The purpose of the assignment must be narrower than

the purpose of the general fund, and in funds other than the general fund, assigned fund balance
represents the residual amount of fund balance. Assigned fund balance includes an amount
appropriated to partially fund the subsequent year’s budget, as well as encumbrances not classified as
restricted at the end of the fiscal year.
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Unassigned; Representsthe residual classification for the District’s general fund and could report a
surplus or deficit. In funds other than the general fund, the unassigned classificati@used to report a
deficit fund balance resulting from overspendingof available resources NYS Real Property Tax Law
81318 restricts the unassigned fund balance of the general funnd an amount not greater thamrd% of
the subsequent year’s budget.

Fund Balance Classification

Any portion of fund balance may be applied or transferred for a specific purpose by law, voter approval if
required by law or by formal action of the Board of Education if voter approval is not required.
Amendments or modification to the applied or transérred fund balance must also be approved by formal
action of the Board of Education.

The Board of Education shall delegate the authority to assign fund balance, for encumbrance purposes, to
the person(s) to whom it has delegated the authority to sign pghase orders.

In circumstances where an expenditure is incurred for a purpose for which amounts are available in
multiple fund balance classifications (that is restricted, assigned or unassignethe expenditure is to be
spent first from the restricted fund balance to the extent appropriated by the budget or any Board
approved budget revision, then from the assigned fund balance to the extent appropriated by the Board,
and then from the unassigned fund balance.

2. CHANGES IN ACCOUNT@NPRINCIPLES

For the fiscal year endedlune 30, 2021 the District implemented GASB Statement No. 88iduciary Activities.
This statement provides guidance for identifying fideiary activities, primarily based on whether the assets
associated with the activities are controlled by the government and the government does not have
administrative involvement with the assets. As a result, agency and private purpose trusttivities previously
reported within the fiduciary funds are now reported within the governmental funds.

3. EUTURE ACCOUNTING SNDARDS

The Governmental Accounting Standards Board (GASB) Statements are issued to set generally accepted
accounting principles (GAAP) for state and local governments. The following is not an-@tlusive list of GASB
standards issued, but statement that the District feels may have a future impact on these financial statements.
The District will evaluate the impact of thispronouncement and implementit, as applicable, if material.

Effective for the Year Ending Statement
June 30, 2022 GASB No. 87Leases

GASB Statement No. 87 will change the reporting of leases in the distweide financial statements. A lessee
will be required to recognize a lease liability and an intangible righto-use lease asset, and a lessor will be
required to recognize a lease receivable and a deferred inflow of financial resources.

4. EXPLANATION OF CERTIN DIFFERENCES BETWEN THE DISTRICTWIDE STATEMENTSAND THE
GOVERNMENTAL FUND SNTEMENTS

Due to the differences in the measurement focus and basis of accounting used indsdrict -wide statements
and the governmental fund statements, certain financial transactions are treated differently. THaancial
statements contain a full reconciliation of these items.
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A. Total Fund Balances of Governmental Funds vs. Net Position of Governmental Activities
Total fund balances of the District’s governmental funds differ from net positionof governmental activities
reported in the Statement of Net Position. This difference primarily results from the lorgerm economic
focus of the Statement of Net Position versus the current financial resources focus of the governmental fund
Balance Sheetas applied to the reporting of capital assets and loaterm assets andiabilities.

B. Statement of Revenues, Expenditures and Changes in Fund Balances vs. Statement of Activities

Differences between the Statement of Revenues, Expenditures and Change&und Balances and the
Statement of Activities fall intoany of four broad categories.

Long-Term Revenue and Expense Differences

Long-term revenue differences arise because governmental funds report revenues only when they are
considered “available”, whereas the Statement of Activities reports revenues when earned. Differences in
long-term expenses arise because governmental funds report on a current financial resources
measurement focus and the modified accrual basis, whereas the economic resources measent focus

and the accrual basis of accounting is used on the Statement of Activities, thereby affecting expenses such
as compensated absences.

Capital Related Differences

Capital related differences include the difference between proceedsom the sale of capital assets
reported on 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
fund statements and depreiation expense on those items as recorded in the Statement of Activities.

Long-Term Debt Transaction Differences

Long-term debt transaction differences occur becausthe issuance of longterm debt provides current
financial resources to governmental fuds, but is recorded as a liability in the Statement of Né&tosition.
In addition, both interest and principal are recorded as expenditures in the fund statemenighen due
and payable whereas interest expense isrecorded in the Statement of Activities adt accrues and
principal payments are recorded as a reduction of liabilities in the Statement of NPbsition.

Pension and Other Postemployment Benefits Differences

Pension differences occur as a result of recognizing pension costs using the currénancial resources
measurement focus and the modified accrual basis of accounting, whereby an expenditure is recognized
based on the contractually required contribution as calculated by the plan, versus the economic resources
measurement focus and the acaoal basis of accounting, whereby an expense is recognized related to the
District’s proportionate share of the collective pension expense of the plan.

Other postemployment benefit differences occur as a result of recognizing OPEB costs using the current
financial resources measurement focus and the modified accrual basis of accounting, whereby an
expenditure is recognized fohealth insurance premiums and other postemployment benefit costs as they
mature (come due for payment), versus the economic resoues measurement focus and the accrual basis
of accounting, whereby an expense is recognized related to the future cost of benefits in retirement over
the term of employment.
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5. STEWARDSHIR COMPLIANCE AND ACCOUNTABILITY

A. Budgets

The District administration prepares a proposed budget for approval by the Board of Education for the
general fund, the only fund with a legally adopted budget.

The voters of the District approved the proposed appropriation budget for the general fund.

Appropriations are established by the adoption of the budgetare recorded at the program line item level
and constitute a limitation on expenditures (and encumbrances) that may be incurred. Appropriations
authorized for the year are increased by the ammt of encumbrances carried forward from the prior year.
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 can iended by

the planned use of specific reserves, and can be increased by budget amendments approved by the Board
of Education as a result of selected new revenue sources not included in the original budget (when
permitted by law) and appropriation of fund balances. 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 adoptedThe following supplemental appropriation occurred
during the year:

CARES Act expenditures funded by federal

source revenue $ 73,419
Emergency use of capital reserve for COVID-19 150,645
$ 224,064

Budgets are adopted annually on a basis consistent with GAAP.

Budgets are established and used foindividual capital projects based on authorized funding. The
maximum project amount authorized is based upon the estimated cost of the project. These budgets do not
lapse and are carried over to subsequent fiscal years until the completion of the projects.

B. Encumbrances

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

6. DEPOSITS WITH FINANGL INSTITUTIONS ANDINVESTMENTS

The District's investment policies are governed by state statutes and District policy. Resources must be
deposited in Federal Deposit Insurance Corporation (FDIC) insured commercial banks or trust companies
located within the state. Permissible investments include obligations of the U.S. Treasury and U.S. Agencies,
repurchase agreements and obligationsf 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
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as collateral are obligations of the United Stateand its Agencies and obligations of New York State and its
municipalities.

Custodial credit risk is the risk that in the event of a bank failure, the District may be unable to recover deposits
or collateral securities that are in possession of an outsidegency. 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:

A. Uncollateralized,

B. Collateralized by securities held by the pledging financial institutioror

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

The District’s aggregate bank balances were covered by FDIC insurance or fully collateralized by securities
pledged onthe District’s behalf at year end.

The District did not have any investments at yeaend or during the year. Consequently, the District was not
exposed to any material interest rate risk or foreign currency risk

7. PARTICIPATIONIN BOCES

During the yearendedJune 30, 2021 the District was billed $,863,883for BOCES administrative and program
costs. The District’s share of BOCES aid amounted to $1,424,522. Financial statements for the BOCES are
available from the BOCES administrative offices at 507 Deer Park Road, P.O. Box 8007titiion Station,
New York 11746-9007.

8. DUE FROMSTATE AND FEDERAL

Due fromstate and federalat June 30, 2021consisted of

General Fund

New York State - general aid $ 611,661
New York State - excess cost aid 211,100
BOCES aid 570,919

1,393,680

Special Aid Fund
Federal and state grants 302,715

School Food Service Fund
Federal and state food service
program reimbursements 112,301

_$ 1,808,606
District management expects these amounts to be fully collectible.

9. DUE FROM OTHER GOVERMENTS

Due from other governments atlune 30, 2021consisted of:
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General Fund
Tuition due from other districts $ 15,000
Suffolk County - CPSE receivable 108,360
BOCES receivable 19,236
$ 142,596

District management expects these amounts to be fully collectible.

10. CAPITALASSETS

Capital assebalances and activity for the year endedune 30, 202Xwere as follows:

Balance Balance
June 30, 2020 Additions Reductions June 30, 2021
Governmental activities
Capital assets not being depreciated:
Land $ 369,658 $ $ $ 369,658
Construction in progress 19,808 651,481 671,289
Total capital assets
not being depreciated 389,466 651,481 1,040,947
Capital assets being depreciated:
Buildings and improvements 80,289,713 80,289,713
Site improvements 237,679 237,679
Furniture and equipment 2,251,926 128,728 2,380,654
Total capital assets
being depreciated 82,779,318 128,728 - 82,908,046
Less accumulated depreciation for:
Buildings and improvements 26,521,033 1,776,674 28,297,707
Site improvements 144,834 7,754 152,588
Furniture and equipment 1,352,459 260,171 1,612,630
Total accumulated depreciation 28,018,326 2,044,599 - 30,062,925
Total capital assets,
being depreciated, net 54,760,992 (1,915,871) - 52,845,121
Capital assets, net $ 55,150,458 $ (1,264,390) $ - $ 53,886,068

Depreciation expense was charged to governmental functions as follows:

General support $ 71,658
Instruction 1,970,816
Food service program 2,125
Total depreciation expense $ 2,044,599
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11. INTERFUND TRANSACTINS

Interfund balances and activities atlune 30, 2021 are as follows:

Interfund
Receivable Payable Transfers In Transfers Out
General Fund $ 1,134,091 $ 225,566 $ 141 $ 413,104
Special Aid Fund 12,999 466,409 222,459
School Food Service Fund 702,590 40,000
Debt Service Fund 787,599
Capital Projects Fund 247,475 787,599 150,645 141
Total Governmental Funds $ 2,182,164 $ 2,182,164 $ 413,245 $ 413,245

The District typically transfers from the general fund to the special aid fundnd school food service fund. The
transfer to the special aid fund was for the Districs share of the cost for the summer program for students
with disabilities. The transfer to the school food service fund was to provide support for the program per the
approved budget.

The transfer to the capital projects fund represents th&oard approved emergency use of the capital reserve
for COVID19 purposes in the amount of $150,645.

12. SHORTTERM DEBT

Short-term debt activity for the yearis summarized below:

Stated
Interest Balance Balance
Maturity Rate June 30, 2020 Issued Redeemed June 30, 2021
TAN 6/18/2021 2.00% $ - $ 8,000,000 $ (8,000,000) $ -

The TAN was issued to provide cash flow for the District until the District receives the real propertgixes from
the Town.

Interest on short-term debt for the year was $12,000. The District received a premium of $1,498, which is
included in miscellaneous revenue in the general fund.

13. LONGTERMLIABILITIES

A. Changes

Long-term liabilit y balances andactivity, excludingpensionand other postemployment benefitsliabilities ,
for the yearare summarized below:
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Balance Balance Due Within
June 30, 2020  Additions Reductions June 30, 2021 One Year
Long-term debt:
Bonds payable $ 24,555,000 $ $ (3,045,000) $ 21,510,000 $ 3,160,000
Add: Deferred premium
on refunding 36,757 (27,461) 9,296 9,296
24,591,757 - (3,072,461) 21,519,296 3,169,296
Installment purchase debt 1,387,567 (283,073) 1,104,494 296,939
25,979,324 - (3,355,534) 22,623,790 3,466,235
Other long-term liabilities:
Compensated absences 4,130,737 (71,222) 4,059,515 100,000
Workers' compensation 324,617 264,226 (159,436) 429,407
4,455,354 264,226 (230,658) 4,488,922 100,000
$30,434,678 $ 264,226 $ (3,586,192) $ 27,112,712 $ 3,566,235

The general fund has typically been used to liquidate other loAgrm liabilities.

B. Bonds Payable

Bonds payable is comprised of the following:

Issue Final Interest Outstanding at
Description Date Maturity Rate June 30, 2021
Serial bonds:

Refunding bonds 2011 2/15/2022 3.00-5.00 $ 1,200,000
Refunding bonds - Library 2013 4/15/2025 1.50 - 5.00% 1,285,000
Serial bonds 2015 6/15/2030 2.00 - 3.125% 8,485,000
Serial bonds 2017 6/15/2032 3.00% 10,540,000

_$ 21,510,000

The following is a summary of debt serviceequirements for bonds payable:

Year Ending June 30, Principal Interest Total

2022 $ 3,160,000 $ 674,862 $ 3,834,862

2023 2,020,000 565,125 2,585,125

2024 2,085,000 504,525 2,589,525

2025 2,155,000 435,475 2,590,475

2026 1,870,000 364,025 2,234,025
2027-2031 9,115,000 944,300 10,059,300
2031-2032 1,105,000 33,150 1,138,150
Total $ 21,510,000 $ 3,521,462 $ 25,031,462
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C. Amortization of Bond Premium

In 2011, the District advance refundedserial bonds, which resulted in a refunding bond premium. This
amount is being amortized as a component of interest expense on a weighted average basis over the life of
the bonds in the districtwide statements as follows:

Deferred
Year Ending June 30, Premium
2022 $ 9,296

D. Installment Purchase Debt

Installment purchase debt is comprised of the following:

Issue Final Interest Outstanding at
Description Date Maturity Rate June 30, 2021
Energy performance contract ~ 9/10/2009 9/1/2024 4.84% $ 1,104,494

The following is a summary of debt service requirements for installment purchase debt payable:

Year Ending June 30, Principal Interest Total

2022 $ 296,939 $ 49,908 $ 346,847

2023 311,485 35,362 346,847

2024 326,744 20,103 346,847

2025 169,326 4,098 173,424

Total $ 1,104,494 $ 109,471 $ 1,213,965

E. Interest Expense
Interest on long-term debt for the year was composed of:

Interest paid $ 847,786
Less interest accrued in the prior year (104,618)
Plus interest accrued in the current year 79,020
Less amortization of prior year deferred bond premium (27,461)
Total interest expense on long-term debt $ 794,727
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14. PENSION PLANZ NEWYORK STATE

A. General Information
The District participates in the New YorkState Teachers’ Retirement System (TRS) and the New York State
and Local Employees’ Retirement System (ERS). These are cost-sharing multiple employer, public
employee retirement systems. The systems provide retirement, disability, withdrawal and death befits
to plan members and beneficiaries related to years of service and final average salary.

B. Provisions and Administration

Teachers’ Retirement System

The TRS is administered by the New York State Teachers’ Retirement Board. The TRS provides benefits to

plan members and beneficiaries as authorized by the Education Law and the New York State Retirement
and Social Security Law (NYSRSSL). Membership is matoty and automatic for all fulktime teachers,
teaching assistants, guidance counselors and administrators employed in New York Public Schools and
BOCES who elected to participate in the TRS. Once a public employer elects to participate in the TRS, 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. Addinal information regarding the TRS may be found on

the TRS website atvww.nystrs.org or obtained by writing to the New York State Teachers’ Retirement
System, 10 Corporate Woods Drive, Albany, NY 122PB95.

Employees’ Retirement System

Obligations of employers and employees to contribute and benefits to employees are governed by the
NYSRSSL. The net position of the ERS is held in the New York State Common Retirement Fund (the Fund),
which was established to hold alhet assets and record changes in plan net position allocated to the ERS.
As set forth in the NYSRSSL, the Comptroller of the State of New York (Comptrplgarves as the trustee

of the Fund and is the administrative head of the ERS. Once a public employer elects to participate in the
ERS, the election is irrevocable. The New York State Constitution provides that pension membership is a
contractual relationship and plan benefits cannot beliminished 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 insurandée ERS 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 atvww.osc.state.ny.us/retire/publications/index.php or obtained by
writing to the New York State and Local Employees’ Retirement System, 110 State Street, Albany, NY 12244,

C. Funding Policies

Plan members who joined the systems before July 27, 1976, are not required to make cdnitions. Those
joining on or after July 27, 1976, and before January 1, 2010, with less than ten years of credited services
are required to contribute 3% of their salary. Those joining on or after January 1, 2010 and before April 1,
2012, are required tocontribute 3% of their salary to ERS or 3.5% of their salary to TRS throughout active
membership. Those joining on or after April 1, 2012, are required to contribute between 3% and 6%
dependent on their salary throughout active membership. Employers are qaired to contribute at an
actuarially determined rate based on covered salaries paid. For the TRS, the employers’ contribution rate

is established annually by the New York State Teachers’ Retirement Board for the TRS’ fiscal year ended
June 3@, and empbyer contributions are deducted from state aid in the subsequent months of September,
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October and November. For the ERS, the Comptroller annually certifies the actuarially determined rates
expressly used in computing the employers’ contributions for the ERS’ fiscal year ended March 31st, and
employer contributions are either paid by the prior December 18 less a 1% discount or by the prior
February 1st. The District paid 100% of the required contributions as billed by the TRS artde ERS for the
current year. The District’s contribution rate was 8.86% of covered payroll for the TRS’ fiscal year ended
June 30, 2020The District’s average contribution rate was14.42% of covered payroll for the ERS’ fiscal
year ended March 312021.

The District’s share of the required contributions, based on covered payroll for the District’s year ended
June 30, 202was $,091,455for TRSat the contribution rate of 9.53% and $43,832for ERS at an average
contribution rate of 14.46%.

. Pension Asset/(Liability), P ension Expense, Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions

At June 30, 2021 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 hfne
30, 2020, for TRS and March 312021 for ERS. The total pension asset/(liability) used to calculate the net
pension asset/(liability) was determined by an actuarial valuation. The District’s proportion of the net
pension asset/(liability) was based on a projection of the District’s long-term share of contributions to the
systems relative to the projected contributions of all participating membes, actuarially determined. This
information was provided by the TRS and the ERS in reports provided to the District.

TRS ERS

Measurement date June 30, 2020 March 31, 2021
District's proportionate share of the

net pension asset/(liability) $ (3,486,426) $ (11,516)
District's portion of the Plan's total

net pension asset/(liability) 0.126170% 0.0115649%
Change in proportion since the prior

measurement date 0.000929 (0.0000912)

For the year endedJune 30, 2021 the District recognized pension expensef $4,676,383 for TRS and
$397,039for ERS. Aflune 30, 2021 the District reported deferred outflowsandinflows of resources related
to pensions from the following sources:
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Deferred Outflows of Resources Deferred Inflows of Resources

TRS ERS TRS ERS

Differences between expected and

actual experience $ 3,054,807 $ 140,637 $ 178,673 $
Changes of assumptions 4,409,517 1,571,763 39,934
Net difference between projected and actual

earnings on pension plan investments 2,276,942 2,117,353 3,307,967
Changes in proportion and differences

between the District's contributions and

proportionate share of contributions 123,334 312,822 189,588 35,343
District contributions subsequent to the

measurement date 2,091,455 188,686
Total $ 11,956,055 $ 2,759,498 $ 1,940,024 $ 3,383,244

District contributions , subsequent to the measurement datewill be recognized as a reduction of the net
pension liability in the year endng June 302022. Other amounts reported as deferred outflowandinflows
of resources related to pensions will be recognized ingmsion expense as follows:

Year Ending June 30, TRS ERS
2022 $ 1,340,773 % (88,656)
2023 2,724,273 9,637
2024 2,252,877 (127,748)
2025 1,404,887 (605,665)
2026 49,261
Thereafter 152,505

$ 7924576 $ (812,432)

Actuarial Assumptions

The total pension liability as of the measurementlate 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:

TRS ERS

Measurement date June 30, 2020 March 31, 2021
Actuarial valuation date June 30, 2019  April 1, 2020
Inflation 2.20% 2.50%
Salary increases 1.90-4.72% 4.40%
Investment rate of return (net of investment

expense, including inflation) 7.10% 5.90%
Cost of living adjustments 1.30% 1.40%
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For TRS, annuitant mortality rates are based on plan member experience, with adjustments for mortality
improvements based on Society of ActuariesScale MP2019, applied on a generational basis. Active
member mortality rates are based on plan member experience. For ERS, annuitant mortality rates are based
on April 1, 2015 — March 31, 2@0 system experiencewith adjustments for mortality improvements based

on Society of ActuariesScale MP2020.

For TRS, the actuarial assumptions were based on the results of an actuarial experience study for the period
July 1, 2009- June 30, 2014. For ERS, the actuarialsasnptions were based on the results of an actuarial
experience study for the period April 1, 205 — March 31, 2020

For TRS, the longerm expected rate of return on pension plan investments was determined in accordance
with Actuarial Standard of Practi@ (ASOP) No. 28election of Economic Assumptions for Measuring Pension
Obligations ASOP No. 27 provides guidance on the selection of an appropriate assumed investment rate of
return. Consideration was given to expected future real rates of return (expesd returns, net of pension
plan investment expense and inflation) for each major asset class, as well as historical investment data and
plan performance.

For ERS, the longerm expected rate of return on pension plan investments was determined using a
building-block method in which bestestimate ranges of expected future real rates of return (expected
return, net of investment expenses and inflation) are developed for each major asset class. These ranges
are combined to produce the longerm expected rateof return by weighting the expected future real rates

of return by the target asset allocation percentage and by adding expected inflation.

The target allocation and best estimates of the arithmetic real rates of return for each major asset class are
summarized below:

TRS ERS
Long-term Long-term
Target Expected Rate Target Expected Rate
Allocation of Return Allocation of Return
Measurement date June 30, 2020 March 31, 2021
Asset type

Domestic equity 33.0% 7.10% 32.0% 4.05%

International equity 16.0% 7.70% 15.0% 6.30%
Global equity 4.0% 7.40%

Real estate 11.0% 6.80% 9.0% 4.95%

Private equities 8.0% 10.40% 10.0% 6.75%

Alternative investments 10.0% 3.63-5.95%
Domestic fixed income securities 16.0% 1.80%
Global fixed income securities 2.0% 1.00%
High-yield fixed income securities 1.0% 3.90%

Bonds and mortgages 23.0% 0.00%
Private debt 1.0% 5.20%
Real estate debt 7.0% 3.60%
Cash and equivalents 1.0% 0.70%

Cash 1.0% 0.50%

100.0% 100.0%

Real rates of return are net of a londerm inflation assumption of 22% for TRSand 2.0% for ERS.
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Discount Rate

The discount rate used to measure the total pension liability was 0% for TRS and5.90% for ERS(the
discount rate used by the ERS at the prior year’'s measurement date of March 31, 2020was6.80%). 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 detemined. Based upon the assumptions, the systems’
fiduciary net position was projected to be available to make all projected future benefit payments of current
plan members. Therefore, the longerm expected rate of return on pension plan investments was gtied
to all periods of projected benefit payments to determine the total pension liability.

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

The following presents the District’s proportionate share of the net pension asset/(liability)calculated
using the discount rate of 710% for TRS ands.90% for ERS, 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 #t is 1
percentage point lower (610% for TRS and4.90% for ERS) or 1 percentage point higher (80% for TRS
and 6.90% for ERS) than the current rate:

Current
1% Decrease Assumption 1% Increase
TRS 6.10% 7.10% 8.10%
District's proportionate share of
the net pension asset (liability) $ (22,022,552) $ (3,486,426) $ 12,070,081
Current
1% Decrease Assumption 1% Increase
ERS 4.90% 5.90% 6.90%
District's proportionate share of
the net pension asset (liability) $  (3,196,294) $ (11,516) $ 2,925,595

Pension Plan Fiduciary Net Position

The components of the currentyear net pensionasset/(liability ) of the employers as of the respective
measurementdates, were as follows:

TRS ERS
(Dollars in Thousands)
Measurement date June 30, 2020  March 31, 2021
Employers' total pension liability $ (123,242,776) $ (220,680,157)
Plan fiduciary net position 120,479,505 220,580,583
Employers' net pension liability $ (2,763,271) $ (99,574)
Ratio of plan fiduciary net position to the
employers' total pension liability 97.76% 99.95%
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Payables to the Pension Pia

For TRS, employer and employee contributions for the fiscal year endddine 30, 2021 are paid to the
system in September, October and Novembe2021 through a state aid intercept. Accrued retirement
contributions as ofJune 30, 2021 represent employer and employee contributions for the fiscal year ended
June 30, 2021 based on paid TR$overed wages multiplied by the employer’s contribution rate and
employee contributions for the fiscal year as reported to the TRS. Accrued retirement contributions as of
June 30 2021amounted to $£,091,4550f employer contibutions and $00,007 of employee contributions

For ERS, employer contributions are paid annually based on tsgstem’s fiscal year, which ends on March
31st. Accrued retirement contributions as ofJune 30, 2021 represent the projected employer contribution
for the period of April 1,2021 through June 30, 2021based on paid ER8overedwages multiplied by the
employer’s contribution rate, by tier. Accrued retirement contributions as of June 30, 2021lamounted to
$188,686 of employer contributions. Employee contributions are remitted monthly.

15. PENSION PLANSOTHER

A. Tax Sheltered Annuities

The District has adopted a 403(b) plan covering all eligible employees. Employees may defer up to 100%
of their compensation subject to Internal Revenue Code elective deferral limitations. The District may also
make non-elective contributions of certaincompensated absenc@ayments based on collectively bargained
agreements. Contributions made by the District and the employees for the year endidhe 30, 202]totaled
$171,673 and $1,473,434, respectively.

B. Deferred Compensation Plan
The District has established a deferred compensation plan in accordance with Internal Revenue C84ig7
for all eligible employees. The District makes no contributions into thislBn. The amount deferred by

eligible employees for the year ended June 30, 2021 totaled $3,660.

16. POSTEMPLOYMENHEALTHCAREBENEFITS

A. General Information about the OPEB Plan

Plan Description-The District provides OPEB for eligible retired employees of the District. The benefits
provided to employees upon retirement are based on provisions in the various contracts that the District
has in place with different classifications of employees. Th@an is a singleemployer defined benefit OPEB
plan administered through the New York State Health Insurance ProgramEmpire Plan No assets are
accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement 75.

Benefits Provided- The District provides healthcare benefits and Medicare Part B coverage for eligible
retirees. The benefit terms are dependent on which contract each employee falls under. The specifics of
each contract are on file at the District offices and are available upoaquest.

Employees Covered by Benefit Tera®st the valuations date ofJune 30, 2019the following employees wee

covered by the benefit terms. There have been no significant changes between the valuation date and the
fiscal yearend.
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Inactive employees or beneficiaries currently receiving benefit payments 199
Inactive employees entitled to but not yet receiving benefit payments -

Active employees 203
402

B. Total OPEB Liability

The District’s total OPEB liability of $84,309,209was measured as oduly 1, 2019. Update procedures were
used to roll forward the total OPEB liability to the measurement date.

Actuarial Assumptions and Other Inputs The total OPEB liability as of the measurement datewas
determined using the following actuarialassumptions and other inputs, applied to all periods included in
the measurement, unless otherwise specified:

Inflation 2.60%
Salary increases 2.60%  average, including inflation
Discount rate 2.16%
Healthcare cost trend rates 6.60%  decreasing to an ultimate rate of
4.1% over 56 years
Retirees' share of benefit-related costs the District effectively pays 100% of the

individual premium for retirees and 35%
of the premium for family coverage

The discount rate was based on the Bond Buyer General Obligation-28ar Municipal Bond Index.

The actuarial assumptions used in the valuation were based on standard tables modified for certain plan
features such as eligibility for full and earlyretirement where applicable and input from the plan sponsor.
The plan does not have credible data on which to perform an experience study. As a result, a full actuarial
experience study is not applicable.

C. Changes in the Total OPEB Liability

Balance at June 30, 2020 $ 80,689,157
Changes for the year
Service cost 2,974,515
Interest 1,828,203

Changes of benefit terms -
Differences between expected and actual experience -

Changes in assumptions or other inputs 706,712
Benefit payments (1,889,378)
3,620,052

Balance at June 30, 2021 $ 84,309,209
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Changes of assumptions and other inputs reflect a change in the discount rate frar@1% in 2020 to 2.16%
in 2021.

Sensitivity of the Total OPEB Liability to Changes in the Discount Ratee following presents the total OPEB
liability of the District, as well as what the District’s total OPEB liability would be if it were calculated using
a discount rate thatis 1 percentage point lower (1.16%) or 1 percentage point higher 8.16%) than the
current discount rate:

Discount
1% Decrease Rate 1% Increase
OPEB 1.16% 2.16% 3.16%
Total OPEB liability $(100,393,356)  $(84,309,209) $(71,633,627)

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Ratesfollowing presents
the total OPEB liability of the District, as well as what the District’s total OPEB liability would be if it were
calculated using healthcare cdstrend rates that are 1 percentage point lower 5.60%) or 1 percentage
point higher (7.60%) than the current healthcare cost trend rate:

Healthcare Cost
1% Decrease Cost Trend Rates 1% Increase

5.60% 6.60% 7.60%
decreasing to decreasing to decreasing to
OPEB 3.10% 4.10% 5.10%
Total OPEB liability $(71,168,584)  $(84,309,209)  $(101,794,293)

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

For the year endedJune 30, 2021 the District recognizedOPEB expense of45875,810. AtJune 30, 2021
the District reported deferred outflows and inflows of resources related to OPEB from thdollowing
sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources

Differences between expected and

actual experience $ 1272911 % 38,857
Changes of assumptions or other input 3,699,293 3,077,110
Total $ 4,972,204 $ 3,115,967

-49-



BABYLON UNION FREECHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
(Continued)

Amounts reported as deferredoutflows and inflows of resources related to OPEB wilbe recognized in
OPEB expense as follows:

Year Ending June 30, Amount
2022 $ 73,092
2023 73,092
2024 73,092
2025 847,917
2026 766,248
Thereafter 22,796
_$ 1856237

17. DEFERRED INFLOWS ORESOURCES

In the governmental fund financial statements, deferred inflows of resources, aune 30, 2021lincludes
amounts due from other governments for tuition and program @sts. Unavailable revenues, in the general
fund at June 30, 2021 total $123,360.

18. RISK MANAGEMENT

A. General Information

The District is exposed to various risk®f loss related to torts; theft of, damage to, and destruction of assets;
injuries to employees; errors and omssions; and natural disasters.These risks are covered by a
combination of seltinsurance reserves and commercial insurance purchased from indepdent third
parties. There have been no significant reductions in insurance coverage as compared to the prior year, and
settled claims from these risks have not exceeded available reserves and commercial insurance coverage
for the past three years.

B. Risk Retention

The District has established a selinsured plan for risks associated with workers’ compensation claims.
Liabilities of the plan are reported when it is probable that a loss has occurred and the amount of the loss
can be reasonably estimated. hbilities include an amount for reported and unreported claims which were
incurred on or before year end but not reported (IBNR). Claims activity is summarized below:

2020 2021
Unpaid claims at beginning of year $ 658,746 $ 324,617
Incurred claims and claim adjustment expenses (55,131) 264,226
Claim payments (278,998) (159,436)
Unpaid claims at year end $ 324,617 $ 429,407

At June 30, 2021the District had $32,436 of funds in the workers’ compensation reserve.
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Public Entity Risk Pool

The District participates in New York Schools Insurance Reciprocal (NYSIR), a friisk-retained public
entity risk pool for its property and liability insurance coverage. The pool is operated for the benefit of
individual governmental units located within the pool’s geographic area, and is considered a self-sustaining
risk pool that will provide coverage for its members. The pool obtains independent coverage for insured
events in excess of certain defined limits, and the District has ®ntially transferred all related risk to the
pool.

19. CAPITAL RESERVE

The following is a summary of the District’s restricted capital reserve activity since inception:

Date Created May 2015 May 2016
Number of Years to Fund 10 10
Maximum Funding $ 1,000,000 $ 10,000,000

Total
General Fund
Funding Provided Since Inception $ 1,000,000 $ 2,673,542 $ 3,673,542

Interest Earnings Since Inception 5,576 1,635 7,211
Use of Reserve Since Inception (850,645) (850,645)
Replenishment of Emergency Use 150,645 150,645

Total General Fund 305,576 2,675,177 2,980,753

Capital Projects Fund

Funding Provided Since Inception 850,645 - 850,645
Use of Reserve Since Inception (671,289) (671,289)
Total Capital Fund 179,356 - 179,356
Balance as of June 30, 2021 $ 484,932 $ 2,675,177 $ 3,160,109

20. RESTRICTED FUND BALMCE

The District expects to appropriate the following amounts from reserves, which are reporteahithe June 30,
2021 restricted fund balances, to fund the budget and reduce taxes for the year endihgne 302022:

Employees' Retirement Contribution $ 100,000
Employee benefit accrued liability 100,000
$ 200,000
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21. ASSIGNEMPPROPRIATEDFUND BALANCE

The amount of #,200,000has been appropriatedat June 30, 2020 reduce taxes and provide funding for the
2021-2022 budget.

22. RESTATEMENT OF FUNBALANCE AND NET POSION

For the fiscal year endedune 30, 2021the District implemented GASB Statement N84, which resulted in an
increase of $135,674, in fund balance of the governmental funds, as well as the Statement of Net PosiTioa
District’s fund balance and net position have been restated as follows:

Extraclassroom

General Activities Scholarships Statement of
Fund Fund Fund Net Position
Fund Balance/Net Position (Deficit)
Beginning of Year, as Reported $ 8,454,175  $ $ $ (36,177,274
Assets
Cash 1,284,281 83,301 52,373 1,419,955
Due from fiduciary fund (1,171,342) (1,171,342)
112,939 83,301 52,373 248,613
Liabilities
Due to fiduciary fund (17,973) (17,973)
Other liabilities 130,912 130,912
112,939 - - 112,939
Fund Balance/Net Position (Deficit)
Restricted 52,373 52,373
Assigned, unappropriated 83,301
Unrestricted 83,301
- 83,301 52,373 135,674
Fund Balance/Net Position (Deficit)
Beginning of Year, as Restated $ 8,454,175 % 83,301 $ 52,373 $ (36,041,600)

23. TAX ABATEMENTS

The Babylon Industrial Development Agency, enters into various property tax abatement programs for the
purpose of economic development. The District's property tax revenue was reduced $43,970. The District
received payment in lieu of tax (PILOT) payments totaling25,457.

24. COMMITMENTS AND CONINGENCIES

A. Encumbrances

All encumbrances are classified asither restricted or assigned fund balance. Atune 30, 2021 the District
encumbered the following amounts:
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B. Coronavirus Response and Relief Supplemental Appropriations Act (CRRSA)

The District has applied for additional funding under the Coronavirus Response and Relifipplemental
Appropriations Act (CRRSA)as follows:

1 $1,300,556 through the Elementary and Secondary School Emergency Relief (ESSER) program
1 $198,987 through the Governor’s Emergency Education Relief (GEER) program

These funds are to be used for eligible expenditures, which support the District’s ability to continue to
provide educational services.

C. American Rescue Plan (ARP) Act of 2021

The District has submitted its application for funding under the American Resie Plan (ARP) Act of 2021.
Under this plan, the District was allocated an additional $495,000 in federal funding.
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AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITHOVERNMENT AUDITING STANDARDS

To the Boardof Education
Babylon Union Free School District
Babylon, New York

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United Statesthe financial statements of the governmental activities, each major fund and the
fiduciary fund of the Babylon Union Free School Distric{District), as of and for the year endedune 30, 2021 and

the related notes to the financial statements, which collectively comprise the District’s basic financial statements

and have issued our report thereon dateddctober 12, 2021 That report included a qualified opinion on the
extraclassroom activities fund based on a scope limitation.

Internal Control Over Financial Reporting

In planning and performing our audit of the financialstatements, we considered théBabylon Union Free School
District’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances forthe purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of tiBabylon Union Free School Distri¢s internal
control. Accordingly, we do not express an opinion on the effectiveness of tBabylon Union Free School Districs
internal control.

A deficiency in internal controlexists 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. Material weaknesss a deficiency,or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the District’s financial statements
will not be prevented, or detected and corrected on a timely basis. gignificant deficiscy is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify anyeficiencies 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 thBabylon Union Free School Distri¢t financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreementsioncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not expres€bwan opinion. The results
of our tests disclosed no instances of honcompliance or other matters that are required to be reported under
Government Auditing Standards

We noted certain matters that we have reported to the Board of Education, Audit Comna# and management of
the Babylon Union Free School Distridin a separate letter datedOctober 12, 2021

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 tBabylon Union Free SchodDistrict’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standardm considering the District’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

A

October 12, 2021
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