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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund for the Town of
Hempstead Sanitary District Number Seven, as of December 31, 2017, and the respective changes
in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Prior Period Financial Statements

The financial statements of the Town of Hempstead Sanitary District Number Seven as of
December 31, 2016, were audited by other auditors whose report dated November 27, 2017,
expressed an unmodified opinion on those financial statements.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 13 and additional information on pages
48 through 51 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of Hempstead Sanitary District Number Seven’s basic financial
statements. The other supplementary information listed in the table of comments is presented for
purposes of additional analysis and is not a required part of the basic financial statements.

The Comparative Schedule of Expenditures - General Fund on page 52 is the responsibility of
management and was derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. For the year ended December 31, 2017, such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the 2017 information in the Comparative Schedule of Expenditures - General Fund is fairly
stated, in all material respects, in relation to the basic financial statements as a whole. The 2016
information on page 52 was subjected to the auditing procedures applied in the 2016 audit of the
basic financial statements by other auditors, whose report on such information stated that is was
fairly stated in all material respects in relation to the 2016 basic financial statements as a whole.

2



The Schedule of Statistical Data on page 53 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 with Government Auditing Standards, we have also issued our report dated August
20, 2018, on our consideration of the Town of Hempstead Sanitary District Number Seven’s
internal control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is
solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal control over
financial reporting and compliance.

Williamsville, New York
August 20, 2018



TOWR OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

MANAGEMENT' S DISCUSSICN AND ANALYSIS

FOR THE YEAR ENDED -DECEMEER 31,2017

Town-of Hempstead Sanitary District Number Seven’s . (District) discussion and
analysis of financial performance provides an overall review of the District's
financial activities for the fiscal yvear ended December 31, 2017. The intent of
this discussion and @nalysis is to look at the District’s financial performance as

a whole.  This should be read in conjunction with the flnanc1al statements,_whlch
immediately follow this section:

Financial Highlights
Key financial highlights for fiscal year 2017 are as follows:

The District’s total net pcsltion, as rTeported in the district-wide
financial statements, was ‘a deficit of §(4,061,958), at December 31,
2017, andreflects unfunded long-term liabilities such as comyansated

absences, net other postemployment benefits obligation and néet pen51on
-llablllty

The District's net position decreased $1,316; 869 during the year:
The increase of approxlmately $1,484,160 in the- District's net other

postemplcyment beneflts obligaticn is the main. reason for the decreasé
in net pogition.

The District’s general fund-fund balance, as reflected in the fund
financial statements was $5,416,846 at December 31, 2017.. This
balance represents a decreage of $874,136 from the prior yvear,

‘ Qverview of the Pinancial Statements

This annual report consists of four parts - management's discussion and
analysis (MD&A}, ‘the basic financial statements, required supplementary
information, and other supplementary information. The bagi¢ financial ‘stateménts

consist of district-wide financial statements, fund financial statements; and noteés
to the f1nanc131 statements.

Dlstrlct Wlde Flnanc1al Statements

The:district-wide financial statements present the governmental activities
of the District and are organized to provide an understandlng of the fiscal
performance of the District as a whole in 2 manner similar to a private sector
business. There are two district-wide financial statements - the Statement of
Net. Position and the Statement of Activities. These sgtatements prov1de both an
aggregate and long-term view of the District’s finances.

Thése statements utilize the acerual basis of accounting. This basis of
accounting recogriizes the financial effects of events when they oceour, without
regard to . the timing of cash flows related to the events.




TQWN, OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31

2017
(Ccntznued)

District-Wide Financial Statementg {cont'’d)

The Statement of Net Position

The Statement of Net Position presents:information on all the
District’s assets and deferred outflows of resources, liabilities and
deferred inflows of rescurces, with the difference between them reported
as net position. . Increases or decreases in net position may serve as a
ugeful indicator of whether the financial position of the District is
improving or deteriorating. The Statement of Net Position combines and
consolidates government funds’ balance sheet with cap1tal assets “and
long-term cbllgatlons )

The Statement of Activities presents . 1nformatlon showlng ‘the change in
net p051t10n during ‘the:fiscal year. All chandes in net position are’
recorded at the time the underlying financial event.occurs. Therefore,
revenues and expensés are reported in the statement for ‘some 1tems that will
result in cash:flow in future fiscal periodg:

Fund-F;nanc1a1 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 over resources that have been segregated
for speclflc act1v1t1es or objectives.  The District alse ‘uses fund accounting to
ensure compliance with finance-related legal reguirements. The funds of the
_Dzstr;ct are reported in the governmental funds.

Governmental Funds

Thesé statements utilize the modified dccrual basis of accounting.
This basis of accounting recognizes revenues in the pexiod: that they
become measurable and available, It recognizes expenditures. in the
perlod in which the District incurs the liability, except £for certain
expenditures such'as claims and judgments, compensated absences, pension
costs, and other postemployment benefits, which are recognized as
expendltures to the extent the related liabilities mature each peried.

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
short term inflows and outfiows of spendable tesources, as well as on
balances of spendable rescurces available at the end of the fiscal year for
spending in future years. Consecuently, the governmental fund statements
provide a detailed short-term view of the District’s operations and the
services it provides.

Because the focus of governmental ‘funds is narrower than that of
district-wide financial gtatements, it is useful.to compare the information
presented for governmental funds with similar information presented for
governmental activities in the district-wide financial statements. . By doing
50, you may better understand the long-term impact of the District’s near-
term financing decisions. Both the governmental fund Balance Sheet and the
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FOR THE YEAR ENDED DECEMBQE 31,2017
{Continued)

District-Wide Financial Statements {cont‘d)

Governmental Funds (cont’qd)

governmental fund Statement of Revenues; Expenditures,  and Changes in Fund
Balance provide 'a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The District maintains one governmental:fund, the generdl fund.
Information for the general fund is presented in the gévernmental funds
balance sheet and in the governmental ‘funds statement of revenues,
expenditures;” and changes in fund balance.

Notes to the Financial Statements

The .notes provide information that is essential to a full understanding of
the data provided in the Districtrwide ‘and fund financial statements. The notes
to the financial statements: begin on page 20.

Rec

lired Supplementary Information

In addition to -the basic financial statements. and accompanying notes, this
report also presents certain required supplementary information concerning the
District's budgetary comparative information for. the general fund, a schedule
of funding progress for postemplovment benefits other than pensions, a schedule

of the District’s proportionate share of the net pension liability and a schedule
of District contributions.

Cther. Supplementary Information

Individual schedules are presented as other supplementary information in a
subsequent section of this report: beginning on: page 52.




TOWN OF HEMBSTEAD SANITARY DISTRICT NUMBER SEVEN

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2017
{Continued)

Financial Analveis of the District as & Whole

Net Position

The District's et position decreased by 51,316,869 between fiscal
year 2017 and 2016. A summary of the District’s Statement of Net Position

follows:
: Increase Percgntage
2017 : 2016 : {Decrease} Change
Current and Other Asssis -4 8,695,128 s ;684,079 s {788,954} {11.6801%
Capital Asgetg, Net 2,445,243 X290, 348 1,174,887 82.45%
Total Assets $ 8,340,368 3 7,854,425 5 385,943 4.85%
peferred Outflews of Resources -
HYSERS Subseguent Payments s 429,145 $ 416,515 E 12,830 E,DB_i
Deferred Qutflows, of Ressurces -
NYSERS Pénsicn Relatad 786,587 2,233,096 {1.446,4599) {64,783%
Tukal Deferred Qutflous $ 1,218,742 - § 2,649,611 8§ 11,433, 865) {54,121
Current and Other Liabilities 5 513,828 $ 405,597 ] 108,041 26.64%
Compensated Absences 1,612,840 1,864,530 {52,080] {3.331%
Ner Other Poatémployment -
Benefits Obligaticn §, 808,945 8,324,789 1,484,150 17.83%
Net Pension Liability 1,349,622 2,547,578 “{1,197,9%6} 1470213
Toral Ldabilities §: 013,284,649 5 12,942,494 % 342,158 2.64%
beferred Inflows of Rescurges -
NYSERS Pension Related s 333,419 -5 406,631 - & 93,212} {18.601%
Total.Deferred Inflows $ 333,419 . '§ 408,631 8 73,212} {18.801%
Ngr Position
Net Investment in Capital Assets 5 2,445,243 5 1,270,346 % 1,174,897 92.43%
Restricted 1,140,173 1,135,971 4,202 0.37%
Unstricted  (Deficit} {7.647,3741 (5,151,406} (2,455,958} 48.45%
Total Net: Position § {4,061,958% ©§ {2,745,089] § {1, 316,885} 47.97%

Current and other assets decreased by $788,954, as compared to

the prior year. This decrease is primarily due to the decrease in the
District's cash balances.

Capital assets, net increased by $1,174,897, as compared to the prior
vear. This increase ig dué to capital ‘additiong exceeding depreciation.
The acconpanying Notes to the Pinancial Statements, Note & “Capital Assets”
provides. additional information.

Deferred outflows of resources represgents contributions to the
retirvement plan subsequent to the measurement date and actuarial adjustments
at the plan level that will be amortized in futire vears.

Current and other liabilities increased by $108,041, as compared

to the pricr yedr. This increase is primarily in connection with an
increase in accounts payable.




TOWN QOF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

MANAGEMENT' § DISCUSSION AND . ANALYSTS

FOR THE YEAR ENDED DECEMBER 31, 2017
{Continued)

Financial Analysis of the District as a Whole (cont’d)

Net Position {(cont d)

Compensated absences ‘decreased by 352,090, as compared to the

prior year. This decrease is the result of compensated absences payout
and time taken.

Net othsr:.postemployment-benefits (DPEB) obligation increased by
51,484,180, ag the current OPEB cost excesded reguired contributions
in ‘accordance with GASE 45. The accompanying notes to financial

statements, ‘Note 8 “Other Postemployment Benefits” provides additional
information.

Net pension.liability decressed by $1,197,9%6 in the current
year. This liability represents the Digtrict!s proportionate share
of :the New York State and Local Employees' Retirement S¥stem’s

collective net pension liability at the measurement date of the
respective year,

Deferred inflows: of resources répresents actuarial adjustments
at the pension plan ‘level that will be amortized in future vears.

The net: investment in capital assets in the amount of $2)445,243;
relates Lo, capital assets at cost less depreciation. This number
increased from the prior year ‘as follows:

Capital asset additions $1,460,207
Depreciation expense {285,310}
1,174,887

The restricted net position in the amount of $1,14D,173 relates to
the District’s employee benefit accrued liability reserve.  This number
increased over the prior year by $4,202 from interest earnings.

The unrestricted deficit in the amount of $7,647,;374 relates to
the balance of the District’s net position.  This number reflects unfunded
long-term iliabilities, such as the net OPEB liability. Currently, therxe
iz no provision in’the law to permit the District to fund OPER by any other
means than the “pay-as-you-go® method.

The District’s total net position decreased by $(1,316,86%) or 47.87%
to a deficit of ${4,061,558) at December 31, 2017,

Changes in Net Pogition

The results of this year's operations as a whole are reported in

the Statement of Activities in the accompanying financial statements.

A summary of this statement for the years ended December 31, 2017 and
2016 is as follows:
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TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

MANAGEMENT 'S DISCUSSION  AND. ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2017
{Continued)

Financial Analysis. of the District as a Whole (cont’d)

Changes in Net Position (cont’d)

Increase Percentage
2017 2516 {Decrease) Change
Revenues
Operating Grants H 31,22¢ 8 3,778 [ 27,445 726.55%
Real Property Taxes 8;664,353 &,830,350 34,003 0.39%
Other Payments in Lisu-df Taxes : 14,404 14,248 156 1.09%
Use of Money & Property 23,289 10,657 12,5872 117.53%
Sale of Property & Comp. for Loss 157,966 14,128 } 143,837 1018.03%
Total Revenues $ 8,891,219 '§ 8,573,202 '§ 218,017 2.51%
Expenges :
Home & Community Services §- 10,208,788 §.18;158,71% § 49,369 0.49%
To;al Expensss § 16,208,888 0§ 10,188,719 8§ 49,369 0.45%
D increass i t Positicn § = 41,316,869) 1,485,517} % 168,648 {11:35)%
Begimning Nst  {Deficit} Position {2;745,089) (1,258,572} (1,485,517} 117.94%
Epding.Het (Deficit) Position $° 44,061,988} % - (2,745,089} § (1,316,869} 47.97%

The District primarily relies on real property taxes to support its
operations. The increase in total:revenues in 2017 as compared to 2016 was
$218,017 as. shown above, primarily because the District received insurance

recoveries that contributed to the sale of property & compensation for loss
increase of $143,837:

The total increase in expenses in 2017 was $49,369 or .49% higher than

2016. The increase in expenses was due to increases in personal services
and Insurance expense.

Financial Analysis of the Digtrict’'s Funds

As noted earliier, the District uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The focus
of the District’s governmental funds is fo provide information on near-térm
infiows, outflows and balances of spendable rescurces.  Such information is
ugeful in assessing the District’'s financing requirements. In particular;
unassigned fund balance may serve as 'a useful measure of the District’'s net
resources available for spending at the end of the year.

The District only uses ong governmental fund-.- the general fund; which
is discussed below.

As of December 31, 2017, the general fund reported a fund balance of
$5,416,846, a decrease of $B874,136 or 13.,90% from the pricr year. A
gsummary of the change in fund balance is as follows:




TOWN OF HEMPSTEAD SBNITARY DISTRICT NUMBER SEVEN

MANAGEMENT S DISCUSSION AND ANALYSIS

FOR.THE YEAR ENDED DECEMBER . 3L, 2017
{Continued)

Pinancial Analysis of the District’s Funds (cont’d}

Bercentage
2017 2016 Changes Change
General’ Fund
Nonspendable; Prepaids 5 624,150 3 341,831 s 282,359 B2.60%
Regtricted:
Employee Benefit Accrued Lisbility Reserve 1:140,173 1,135,971 4,202 0.37%
Assigned:
Appropriated 6,558 43 6,515 1515%1.16%
Unappropriated 1,566,093 2,805,505 {1,339,416} 46.10%
Unaseigned: Fund balance 2,079,832 3,507,628 172,204 9.03%
Fund Balance : $. 5,416,846 § 6,200,982 & {874,138) {13.901%

The net change in the general fund fund balance is a decrease of $874,136;
as expenditures exceeded revenies. . Total revenues amounted to $8,888,096 while
expenditures totaled $9,762,232. Expenditures increased by $1,142,160 or 13.25%
from fiscal 2016 totals, primarily due to building and land repair expenditures and
higher employeé¢ benefits expenditures. Revenues increased $214,89%4 or 2.48% -from

figcal 2016 totals, primarily from the sale of egquipment and insurance recoveries
in 2017

Nonspendable fund balance increased $282,359. The balance relates to the
prepayment of insurance premiums and NYSERS costs, which results from the timing
¢f the annual billing £rom NYSERS. Fund balancs restricted for the employee
benefit. accrued liability reserve is funded at $1,140,173 as authorized by the
Board, and accrues interest in accordance with generial municipal law. The
increase of $4,202 is due to interest earnings.

The District appropriated $6;558 for the next year's budget to reduce taxes.

Assigned unappropriated fund balance represents open encumbrances at year end
for the purchases of sanitation equipment and building and land repairs totaling
$96,862, 550,089 designated by the Board of Commiseioners for other postemployment
benefits, and $1,419,132 designated by the Board of Commissioners for building and
land ‘repairs. This balance decreased by $1,339,416, and i8 reflective of building
and land expenditures paid with fund balance designated for building and land
repairs during the -year and otheér expensés approved by the board.

General -Fund Budgetary Highlidhts

A, 2017 Budget

The District’s general fund budget for 2017 approved by the Board of
Commissioners was $8,678,825. The 2017 budget was increased by $865,855 for
appropriadted priox year encumbrances to $9,544,684 and then again increased
$570,423 for use of building and land rvepair assigned fund balance. The
total 2017 final budget is $10,135,107.

The £inal budget was funded through a combination of estimated

non-property tax revenues of $14,430, appropriated fund balance of $1,436,321
and $8,664,356 of veal property taxes.
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TOWN OF HEMBSTEAD SANITARY DISTRiCT NUMBER SEVEN

MANSGEMENT' S5 DISCUSSTON -AND ANALYSIS

FOR THE: YERR ENDED DECEMBER .31, 3017
{Continued}

General Fund Buddetary Highlights (cont’d)

B. Chan

ge in Geperal Fund’

g Unassigned Fund Balance {Budget to Actual)

The general fund’'s unassigned fund balance is the component of total
fund balance that is the residual of prior yvears’ excess revenues over
expenditures, net of transfers to reserves and assignments, such ds an amount
to fund the gubsequent year’s budget. The change in this balance for 2017
demonstrated through a-comparison of the actual revenues and expenditures for
the year compared to budget follows:

Opening, Unassigned: Fund Balance $ 1,907,628
Revenues Over Budget 208,310
Expenditures and Encumbrances Under Budget 256,013
Wet Change in Nonspendable and Restricted Fund Balances (266,561}
Appropriated te Fund the December 31, 2018 Budget {6,558

Closing, Unassigned Fund Balance | &3, 079,832

Opening, Unassigned Fund Balangg

The $1,907/628 shown in the table is the portion of the District’s
Decewmber 31, 2016 fund balance-that was retained ag unassigned. This was
18.86% of the District's 2017 approved opérating budget of $10,115,107.

Revenues Over Budget

o+ The :2017 budget for revenues was $8,678,786. -Actual reverues received
for the year were $8,888,0%6. The excegss of actual revenues over estimated
or budgeted revenues was $209,310. The excess of revenues over budget is
primarily the result of increases in payments in insurance recoveries,  sale
of eguipment and interest income.

Expenditures and Encumbrances Under Budget

The. 2017 final budget for expenditures was $10,115,107. Acktual
expenditures for the year were $9,762,232 and outstanding encunbrances were
$96,862.  Combined, the expenditures plus encumbrances totaled $9%,85%; 094 was
$256, 013 under budget and contributes to the change to the unassigned portien
of the general fund fund balance from Décember 31, 2016 to December 31, 2017.
Actual expenditures for operating pavroll, attoxney fees, election expense,
professional services and employee benefits were lower' than budgeted.
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TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER. SEVEN

MANAGEMENT' & DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2017
: (Continued)

General Fund Budgetary Highlights (cont’d)

B.

Change in General Fund's Unassigned Fund Balance (Budget to Actual) (cont’d)

Net Chandge in Nonspendable and Restricted Fund Balances

Net chinge was related to the increase in nongpendable fund balance
due to an increase in prepaid expenditures and an increase in the emplovee
benefit accrued liability reserve for interest earnings;

2

propriated to Fund the 2018 Budget

The District ig using $6,558 of the available December 31, 2017 fund
balance to partially fund the 2018 approved operating budget. As such,
the ‘unassigned portion of the December 31, 2017 fund balance must be
reduced by this amount:.

Closing, Unassigned Fund Balance

Based upon the summary ‘of changes shown in thé above table, the
District will begin the 2018 fiscal year with an unassigned fund balance
of $2,079,832: This is an increase of $172,204 over ihe .unassigned
balance of the prior year. This unassigned portion equals 23.91% of
the District*s 2018 approved operating budget of $B,656,839.

Capital Assets

At December 31; 2017, the District had invested in a broad range of capital

assets, dincluding land; buildings; veéehiclés and equipment and improvéments. A
summary. of ‘capital assets, net of depreciation at vear end is as follows:

Increage.

2017 2816 {Decreage}

Land 5 49,206 & 43,206 ' § “0-
Construceion in Progress 802,955 268,045 533,510
Buildings and building renovationg 18,621 83,373 {4,748}
Refuse trucks & vehicles 1,013,188 770,358 242,830
Machinery & equipment 51,493 £8,373 {5,878}
inprovements other ‘than buildings 449,792 39,951 403,781
Capitsl apgets, net $ 2,448,243 51,270,346 51,174,897

Beconomic Factors and Next Year’s Budget

The District’s 2018 budget as-adopted by the Board of Commissioners and

approved by the Town of Hempstead is $8,696,83%. This represents a $18,010
(0.21%) increase fxom the 2017 budget. Funding for the budget will be provided
by & combination of a $5,556 appropriation of the December 31, 2017 fund balance,
sgtimated non-property tax revenues of ‘$26,000, -and the balance in réal property
tax levy of 58,664,281, a decrease of 575 (0.00%).

12




TOWN:OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

MANRGEMENT' S DISCUSSION AND ANALYSIS

FOR THE YEAR. ENDED DECEMBER 31, 2017
{Continued)

Ecconomic Factors and Next Year’s Budget {(cont’d)

Future -budgets will continue to be affected by rlSlng costs of operatlons,
most notably in health insurance costs,

Chapter 57 of the 2011 Laws of New York limits the increase in the property
tax levy of local governmerts to the lesser of 2% or the rate of inflation. . There
are additional statutory adjustments .in the law: Local governments may override
the tax levy Limit by first passing a local law that allows for the tax levy limit
to . be exceeded. ' The override vote requires a 60% vote of the total voting power of
the governlng boaré The Digtrict’s 2018 tax.levy is within the tax levy limit.

Addltlonal anancxal Informatzon

ThlS financial report is de51gned to prov1de the District’'s taxpayvers and
sthexr 1nterested parties with an overview of the District’s financial operations
and financial condition. Should the reader have questions regarding the

information included in thls report -or wish to request additional f1nanc1a1
information, please contact: ) :

Town of Hempstead Sanitary District Number Seven
Administration Office

90 Mott Street .

Oceanside, New York 11572
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Cash:

Unrestricted
Restricred
Prepaids = -
Dug  from other Governments
Capital Rssets:
Not ‘baing Depreciated
Being Depreciasted, Net of Accumulated
Beprecistion '

Deferred Onﬁficws of ResolGrges - NYSERS Pension Related

‘Deferved Outflows of Regources -+ NYSERS Subsequent Payments

LIABILITIES

Aocounts Payabla
Accriped Liabilities
Retainage Payable
Long-Term Lisbilities
Dua Within Cne Year
Compensated Absences. Pavable
Due After One Year
Compensated Absences Payable
Net Other Postemplovment Benefits
ochligation
Net Penzion Liability

TOTAL LIABILITIES
B 1 o
Deferred Inflows of Resources ijYSERS Pension Related
B 2D INELOW
ICIT

Net Investment in Capital Assets
Reastricted Employee Benefit Accrued
Liability Reserve

Unrestricted {Deficit)

ILIT TTION

Governmental
Activicd

§

4,127,538
1,140,173
624,180
3,123

852,161

3

£

$

8,340,368

786,597
429,145

448,451
26,705
38,482

172,881

1,438,859

9,808,843

Yy 349,622

$

§

$

$

5

13,284, 849

333,419

333,41%

2,445,343

15146,173

{7, 647,374}

(4,061,958}

Sas Accompanying Notes to Basic Financial Statements
i4




TOWN. OF HEMPSTERD SANITARY DISTRICT NUMBER SEVEN

STATEMENT OF ACTIVITIES

FOR -THE YEAR ENDED DECEMBER 31, 2017

Governmental
Activities
Operating Expenses
Home & Community Services £ 10,208,088
Opexrating Grants
FEMA Crant - Federal & State 31,227
Net Ogegating Expenses 8 £10,176,;861)
Non-QOperating Revemies
Real Property Taxes _ 5 8,664,353
Othey Pavments in-Lieu of Taxes BT 14,404
Use of Money & Property 23,269
Sale of Property & Compensation for Loss 187,866
Total Non-Operating Revenues & 8,859,992
Decrease in Net Phgition § o {1,316,869)
Net (Deficit} Position - Beginning of Year {2,745, 089)
Net (Deficir) Position - End of Year $ (4,061,958)

See Accompanying Notes to Basic Financial Statements
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TOWN QF HEMPSTEAD SANITARY DISTRICT NUMBER K SEVEN

BALANCE BHEET - GOVERNMENTAL FUND

F DECEMBER 3% 20317

Afsets:
Cash:
Unrestricted
Restricted _
Due From Other Governments
Prepaids

Tokal Asgets

Lisbilities:
Accounts Paysble
Accrued Liabilities

Tatal Liabilities

Deferved Inflows Of Resouress:
Deferred Revenuss - Unavailable

Total Deferred Inflows of Resgurces

FPund Balances:

Neon-Spendablé: Prepaids

Restricted: Employee Benefit Accrued
Liability Reserve

Aasigned;
Appropriated
Unappropriated

Unassigned

1. Fund Balauc

Total Liabilities: Defsvred Inflows of Resources
nd Fund Balances

See Bccompanying Notes Lo Basic Financial Statements
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General Fund

44,127,639
1,140,173
3,123
624,190

$ 5,895,325

$77 448,451
26,705
$ 475186

5., 624,150
1,140,173
6,558
1,566,083

2,079,832

$.5,416,8486

S 5,895,125




TOWN OF HEMPSTERD SANITARY. DISTRICT. NUMBER. SEVEN

NCILIATION OF THE VERNMENTAL B HEET
T THE STATEMENT OF: NET POSTTION

E.DE ER-3%.,2017F

Total Governmental Fund Balance

Amounts reported for Governmental Activities in the
Statement ¢f Net Pogition arve different bhecause:

Capital Aszets used -in governmental activities
are not. £inancial resources and; therefore, are not
reported as assets in governmental funds.

Original Cost of Capiral Assets $ 5,721,B36
Accumulated. Depreciation (3,276,593}

Governmental funds recognize revenue and expenditures
incirred under the modified accrual method, - The Statement
of ‘Net BéEition recognizes revenuesg earned and expenditures
incurred under the full accrual method. . Retainage payable
and deferred inflows and outflows reiated to pensiong that
will be recognized in future periods amounted to:

Retainage Payable 5 (38,482}
Deferred Outflows of Resources Pengion Related 1;215,742
Deferred Inflows of Resbufces Pengion Related {333,419}

Long-Term Liabilities are not due and payable in
the current period and, therefore; are not reported
as liabilities in the guvernmental funds. 'Long-term
Liabilities: at year end consist of:

Cchpensated Absences Payable S {1,6312,440}
Net Cther Postemployment Benefitg Obligaticn (9,608,949}
Proportionate Share of Net Pension Liability - NYSERS (1,349,622}

Grants receivable that will be collected in Lhe
future but are not available soon .enough to pay for
current period's expeditures and, thersfore, have been
deferred in the governmental £unds,

Vet {Deficit) Positicon of Governmental Activities

Sege Accompanying Notes to Basic Findncial Statements
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5,416,848

2,445,243

843,841

(12,771,611)

3,128

{4,081, 858)




TOWH. OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND
EQR_THE YEAR ENDED DECEMBER 31, 2017

ne d
Revernues
Real Property Taxes $ 8,664,353
Other Payments in Lieu of Taxes : ‘14,404
Use of Money & Property 23,269
_Sale of Property & Compensation
for loss _ | : 157,966
Feder31 Sources 28,104
Total Revenues 3 H,888, 0096
Exgendi_turgg_
Home & Community Services 6,379,312
Employee Benefits 3,382,920
Total Expenditiurss . s 9,762,232
Excess of Revenues Over Expenditures & {B74,136)
Fund.Balance - Beginning &f Yesr 6,280,982
Fund Balance - End of Year 3 5. 416,846

See Accompanying Notes to Basic Financial Statements
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TOWN OF HPMDPSTEAD SANITARY DISTRICT NUMBER. SEVEN

RECONCTLIATION OF E VERNMENTAL TATEMENT OF REVE EXPENDITURES AND

CHANGES TN FUND BALANCE ~ TO THE STATEMENT. OF BOTIVITIES

FOR_THE YEAR. ENDED DECEMBER 31,2017

Net -Change in Fund Balance

Amouncs reporged for Governmental Activities in the
Statement of Activities are differant becausa:

Long<Term Revenue & Eupense Differences

Revepues in 'the Statement of ‘Aoriviiies that do netiprovide
current finsnacial resources are not reported in the
funds ‘statements.

Some expenses reported in the Statement of Activities
do not require the use of current financial rescurces and,

therefore, ‘are not reported as expenditures. in governmental
funds.

Decrease in Compensated Absences g 52,080
Increase in Other Postewployment Bensfits {1,484,180)

Capital Relat Differen

Governmental Funds report capital cutlave ag expens-
ditures. .However, in the Statement of Activities, the
cost of those amsets are allocated over their eétimated
usefnl lives and reported as depreciation expense.  This
ig-the amount by which capital outlays exceeded depreciation
in the current periocd.

Capital Qurlay 5 1,460,207
Lesg: Change in Retainage Payable Not in .Fund Statements (25,982}
Depreciation Expense o 1285,310)

Pengion Differences

Increases or Decreases in the proportionate ghare
of Net Pengion Liability, Deferred Qutflows of Resources
Pension Related, and Deferred Inflows of Resocurcés Pension
Related reported in che Statement of Activities do
not provide for or require the use of Current Financial
Remources and, therefore, are not reported as revenues or
expenditures in the govermmental funds.

Decrease in Net Pension Liability 1,397,856

Decresse in Deferred Cutflows 6f Resources. -
Pendion Related

Decrease in Deferred Infliows of Resources -~
Pension Related 13,212

{1,433, 869)

§ (B74,236}

3. 123

(1,432,070)

1,148,915

(362, 701}

Change in Net Position of Governmental hetivities

See Accowpanying Notes to Basic Financial Statements
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TOWN -OF HEMPSTEAD SANITARY. DISTRICT NUMBER. SEVEN

NOTES TO PINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Hempstead Sanitary
District Number Seven (District), Oceanside; Town of Hempstead;
New York, have been prepared in conformity with accdounting
principles generally accepted in the United States of America
(GARP}) as applied to governmental unite. ThHe Geovernmental
Accounting Standards Board (GASB) . is the accepted standard-setting
body for establishing governmental accounting and financial reporting
principles.  significant accounting pringiples and policies used by
the District are as follows:

A, Reporting Entity

: The District is governed by general Town law, the. laws
of the Town of Hempstead, New York and other general laws of
the State of New York.. The elected Board of Commissioners is
the legislative body responsible for overall operations of the
District, with the Chairman serving as chief exescutive cfficer.
An appointed Treasurer serves -as chief fiscal officer.

The accompanying financial statements present the
activities of the District. The scope of activities included
within the accompanying financial statements are those
transactions which comprise District operations and are
governed by, or significantly influenced by, the Board of
Commissioners. - The decision to include a potential component
unit in the District's reporting entity ig based on several
eriteria including legal standing, fiscal dependency, and
financial accountabilicy.  All governmental activities and
functions performed for the District are itz direct
responsibility. No other governmental organizations have
been included or excluded from the reporting entity.

The District provides for the collection, removal and

disposal of all waste, special waste and recyclables within its
territorial jurisdiction within the Town of Hempstead, New York.

B. -Basis of Presentation

District-Wide Statements

The Statement of Net Position and the Statement of
Activities present information about the governmental activities
of the District. ~Governmental activities generally are financed
through taxes, operating revenues, and other exchange and non-
exchange transactions.




TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TC FINANCIAL STATEMENTS

DECEMBER 31, 2017
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (corit’d)

Bagis of Presentation (cont'd)

District-Wide Statemernts  [(cont’d)

The: Statement of Net Position presents the financial
position of the Digtrict at fiscal year end. THe Statement’ of
Activities presents 4. comparison-between operating revenues .and
expenses for each function of the District’'s governmental
activities|  Operating expenses are those that are specifically
associated with and are clearly identifiable to./a particular
function.  Revenues that are not classified as operating

revenues, -including all taxes, are presented as non-operating
revenues:. :

Fund Finanbial Statements

The fund financial statements provide information about the
District’s funds. The emphasis of fund financial statements is

o major governmental funds, as'defined by GASE, each displayed
in a separate ¢olumn.

The District reports the following major governmental fund:

General Fund: Thisg is the District’s primary operating fund.
It accounts forall financial transactidns that are not regquizred
to be accounted for in another fund.

Basiz of ‘Accounting and: Measurement PFocus

The distyict=wide financial statements report using the
economic resources measurement focus and the accrual basis
of ‘accounting generally including the recdlassification or
elimination of internal-activity (between or within funds).
Revenues are recorded when earned and expenses are recorded
when a-liability is-incurred, regardless of the timing of
related cash flows. ‘Property taxes ave recognized ad révenues
in the yvear for which they are levied. ‘Grants are recognized,
&3 revenue as soon as all eligibility requirements imposed
by the Provider have been met. All assets, liabilities and
deferred inflows or outflows associated with the operation
of the District are included in the Statement of Net Position.

Governmental fund financial statements are reported using
the current financial resources measurement focus and the
modified ‘accrual -basis of 'accounting. Revenues are recognized
as soon as they are both measurable and available. ' Revenues are
considered to be available when they are c¢ollectible within the
current period or soon enocugh thereafter to pay liabilities of
the current pericd., The District considers revenues to be
available 1f they are collected within 60 days of the end of
the fiscal year. Expenditures are recorded when the related
fund 1liability is incurred, except for principal and interest




TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NROTES TO: FINANCIAL STATEMENTS

DECEMBER .31, 2017
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’'d)

C.

Basis of Accounting and Measurement Focus (cont‘d)

on:general long-term debt, claims and judgments, compensated
absences and other postemployment benefite which are:recognized
as expenditureg to the extent they have matured. - General capital
asset acguisiticns are reported as expenditures: in governmental
funds. = Proceeds of ‘general long-term debt and acquisitions under
capital leases’ are yeported as other financing sources.

Real Property Taxes

Real property taxes for the District are levied togethey with
taxes for the Town of Hewpstead. ' The taxes ‘are due intws = 0¥
installments of 50% on January 1% and July 18 without pPenalty
to February 10 and August 10, respectively:. Late payments
are subject ‘to-penalties. The taxes are collected by the Town
and subsequently forwarded to the District. Uncellected taxes
are subsequently enforced by Nasgau County;

Restricted Rescurces

When an expense is incurred for purpcoses for which beth
restricted and unrestricted resources are available; the
District’s policy concerning which to apply first varies with
the 'intended use and with asgociated legal requirements, many
of which are described elsewhere in these Notes to Financial
Statenents,

Uge of Egtimates

The preparatzon of financial statements, 'in conformity with
accounting prlnC1ples generally aceepted in the United States

of America, requires management to make estimates and assumptions
that affect the’ reported. amount of assets and liabilities, and
disclosures .of contingent: assets and liabilities, at the date

of the financial statements; and the reported revenues and
expeniges during. the reporting period.  Actual results could
differ from those estimates. -Estimates and assumptions are made
in a-variety of areas, including compensated absences, other
postemployment benefits; potential contingent liabilities and
useful lives of long-lived agzets.

Other Accounting Policies

1, Cash and Cash Rguivalents - The District’s cash and
cash equivalents consist of cash on hand and démand deposits.

The Sanitary District Number Seven considers highly
liguid investments {including restricted assets) with an
original magturity of three months or less when purchased
toc be cash eguivalents. Cash deposits are reported at
carrying amount which reasonably estimates fair value.
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TOWN: OF HEMPSTEAD SANITAR! DISTRICT: NUMBER SEVEN

HOTES T0 FINANCIAL STATEMENTS

DECEMBER 31,2017
{Continued)

NOTE 1 '» SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

G

Other Accounting :Policies {(cont’d)

2. :Accounts Receivable - Accourts receivable are shown grbss.
No ‘allowance for uncollectible accounts has been provided since
it is belleved that such allowance would not be material.

3. “Prepaidg - Prepaids represent payments made by the

“District for which benefits extend bevond year-end. These

payments reflect costs appllcable to future accounting .

periods and are recorded ds prepaidsiin both the dlstrlct-
wide and fund financial statenmients.  THese items are Yeported
as assets on the Statement of Net Position and Governmental
fundg Balance Sheet using the consumpt;cn method. A current
asset for the:prepaid amounts is recorded at the time of
purchase and an axpensafexpendlture is reported 1n the vear
the goods or services are consumed.

4. Restricted hssets - Certa;n gash balancés are restricted by
various legal and contractual obligations, such-as reserves.

5. Capital hssgets —_Capital assets, which include land,
buildings, improvements, vehicles, furniture and eguipment
and improvements othey than buildings are reported in the
district-wide financial statements. Capital assets are
defined by the District ‘as assets with an initial individual
cost of 51,000 or more and estimated useful life in excess
of ‘one ‘year.

Capitalized assets are recorded at historieal cost or
estimated historical cost if purchased or constructed. Donated-
capital assets are recorded at acquisition value at the date
of donation; The costs of normal maintenance and repairs that
do not add to the value of the asset or materially extend assets
lives ave not capitalized.

Depreciation is computed using the straight-line methed
over the following estimated useful lives: ;

Buildings & building renovations 25-40 years

Refuse Trucks & Vehicles € ‘years
Machinery and eguipment 5-15 vears
Improvements Other than Buildings 20 years

6. Vested Bmplovee Benefits - Compensated Absences

District employvees-are granted vacation in varying
amounts, based primarily on length of service and service
position.  Bome earned benefits may be forfeited if not
taken within varying time pericds. Sick leave eligibility
and accumulation is specified in negotiated labor contracts.
Upon retirement, resignation or death, emplovees may receive
a payment based on unused accumulated sick leave, based on
contractual provisions.
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TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont’ d}

G.  Other Accounting Policies (cont’d)

6. Vested Emplovee Benefits ~ Compensated Absences {cont’'d)

Civil Service Employees

The Dlstrict provides vacation pay and sick time benefits
for .its Civil Service Employees Association {CSER) members
under a collective bargaining unit agreement covering the
period January 1; 2014 .through December 31, 2020:

Alli.civil service employees may accumulate unused
‘vacation days up to a.total of one hundred (100) days.  They
may also accumulate unused perscnal days, floating days, sick

leave and compensatory time up to a total of two hundred (200}
days .

Upon termination, separation retirement, ot resignation
while in theé employ of ‘the Districk, a CESEA employae shall be
compengated: in the c¢ash equivalent amount’ to the full per diem
amount. of one hundred percent {100%) of accumulated imused
vacation,; sick leave, floating days, compensatory time and
personal days regardless of the amount of credited service
time. . The employese may: request that any compensation due thes
be ‘paid in a lump sum, weekly or monthly installments for the
balance. cf -the calendar year.

Upor the death of a CSEA employee while in the service
of the District, payment of the accumulated days shall be made
in & lump sum to the personal representative of the deceased.

1f an employee has accumulated more than three hundred
(300} days as provided above under the previous contract, the
employvee must sell and the District must buy back the excess
days ‘at the then current rate of per diem earnings so that by
Degember 31, 2017 the employee'’s accumulated days will not
exceed the maximums. . The reduction in total dccumulated days
will be. stepped down over the first four years of the
agreement as follows:

&s of December 31, 2014 - no . more -than 375 days.

&s of Decembery 31, 2015 - no more than 350 days.

As of December 31, 2017 - no more than 325 days.

Thereafter, no more than three hundred (300) days
at the end of each succeeding year.

The District, at its discretion will honer any requests
made for the buy-back of accumulated days, over the maximum,
made before Rugust 3ist.  Payment will be made within thirty
(30} days. Request for buy-back after Augsust 315t will be
paid by January 31% of the following year. In either case,
pavment will be paid in a lump sum unless the parties agree
that payment should be made in instaliwents,
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TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contrd)

Other Accounting Pplicies (cont’'d)

6. Vested Emplovee Benefits - Compensated Absences {cont’d)

Civil Service Employees (cont‘d)

Any member of this CSEXA bargaining unit may elect to
“pass~along” to another member of the bargaining unit, a
maximum of ten {10} ‘accumulated days per calendar year at
the lesser or egual rate of pay, teo a member that is on a
*rig-pay status” due to éxtended illness.

Sanitation Drivers, Hélpers and Laborers

During March of 2014, the District entered into a
seven-year agreement with the International Brotherhood
of Teamsters, Local 553 {(Teamsters Union} as the sole and
exclusive bargaining agent for its drivers, helpers and
laborers, excluding civil service Employees Association
Members effective for the periocd January 3, 2011 through
Decembexr 31, 2018,

The agreement establishes a “vacation period” within
the bistrict in which all Teamsters union enployees would
take their period wvacation. Said period will cvommence the
1%t day of January of each year and end the 312 day of
December . ~All vacations must be taken within the above
time period with the ‘approval of the General Supervisor.
Accuwmulation of vacation days is not allowed and’ any
vacation days not used within the raleéndar year’ shall be
deemed forfeited.

Under this Agreement, & teamstérs union employee may
acounulate sick days and compensatory time earned-in the
calendar yeay, and carry same forward for use in the next
calenday year subject to the following limits:

1) No smployee may. accumulate more than twd hundred (200)
days commencing January 1, 2015. If an employee has more
than two hundred (200) days as of December 31, 2014, the
District shall compensate the employves for each day over
two hundred (200) days, at the employee’s rate of pay as
of ‘December 31, 2014.  Payment shall be made on or before
the first pay period in February, 2015,

2). ‘No- empleyee may accumulate more than one hundred fifty
{150)  days commencing January 1, 2016, If 'an émployee hasg
more than one hundred fifty (150) days as of December 31;
2015, ‘the District shall compensate the employee for each
day over one hundred fifty (150) days, at the employee’s
rate of pay as of December 31, 2015.  Payment shall be

made eon or before the first pay period in the subsequent
February.




TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES. TO. FINANCIAL STATEMENTS

DECEMBER .31, 2017
{Continued)

KOTE 1 - BUMMARY OF SIGNIFICANT ACCOUNTING. POLICIES (cont‘d)

G. oOther Accounting Policies (cont’'d)

6. Vested Employee Benefits - Compensated Absences (cont'd)

Sanitation Drivers, Helpers and Laborers (cont’d)

1) No employee may accumulate more than one hundred (100)
days commencing January.1,.2017." 1f an employee has more
than one  hundred (100) days as: of Decembey 31,:2016, the
District shall compensate the emplovee for each day over
one hundred {100} days, at the employee's rate of pay.as
of .December 31, 2016. Bayment shall be made on or before
the 'first mav period in the subsequent February.

4} Thereishall bé no accumulation beyond one hundred. (1'00)

days following Decembexr 31, 2017 and no reimbursement f£or
same. by the Distriect.

5) In the event any employee shall have as of December 31,
2016 more than one hundred. (100} days -(but léss than che
hundred f£ifty (150)) the emplovee shall have the option of
being reimbursed for the days over one hundred (100) davs,
vith one hundred {100) days being the employees maximum
number ‘of avcumulated days thereafter;. .or, the employee
may- elect to keep the days acerued as of December 31
2016, in which case the amount of days’ accumulated sHall
be that individual employee’s perscnal miximum.
Thereafteyr; there shall be no greater . accumulation byithe
employee, and no reimbursement for Same by the District.
If on: any subsequent December 31° the employvee’s total
ig less than the original personal maximum, but more than
one hundred {100) days, then the new lower figure shall
be the employee’s personal maximum.

€) Employees hired on or after March 1, 2014 shall not
accumulate more than one hundred (100) dayes, and no
reimbursement will be made by the Distriet for any
days beyond this limit.

The District will honor the request made before August 15th
of each year of an employee while in the employ of the District
to buyback no less than twenty-five (25) days of accumulated sick
days ‘and compensatory time in a cash amount  egual-to ¢me hundred
.percent. (100%} of the employee’s then per diém earnings. . Payment
shall be made by the District in the calendar yeax in which the
paymernt is requested, but no later than December 31st,




TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017
{Continued}

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

G

Other Accounting Policies (cont’d)

6. Vested Employee Benefits -~ Compensated Absences {cont’d)

Sanitation Drivers, .-Helpers and Laborers (cont’d)

Each person émployed by the Distxict shall be entitled to
personal days-in ‘each calendar year of this agreement. Unused
personal days at sach calendar year’s end shall be added to an
employee s accumulated sick leave.

An employee upon termination, retirement or resignation
while in the employ of the Distyict, shall be compensated in the
cash equivalent ‘amount to the full pet diem améunt of one hundred
(100%) percent of accumulated, unused sick leave and compensatory
time not to exceed two hundred and flfty {250) days, or such
lesser days as set forth in the provisions herein regarding the
maximum accumulation days. Upon the death of an employse while
in the service of the District, payment of the foresaid
accumalated days shall be made in a lump sum to the personal
repregentative for the estate of the deceased,

Consistent with GASB Statement 16, Accounting for
Compensated Absences, the liability has been calculdted using the
vésting method and an-accrual for that liability is included in
the district-wide financial statements. The compensated absences
liability is calculated based on the pay rates in effect at
year-end.

In the fund financial statements only. the améunt of matured
liabilities is accrued within the general fund based ubpon
expendable and available financial resources.

7. Accrued Liabilities and Long-Term Obligations

Payables, accrued liabilities and long-term obligations
are reported in the district-wide financial statements. In the
governmental funds, payables and acerued liabilities ave paid
in a timelv manner and in full ‘from current financial resources.
Claims and Jjudoments, compérnsated absences,  termination benefits
and other postemployment Benefits that will be paid from
governmental funds, are ‘téported as a liability in the fund
financial statements only to the extent they have matured.

Bonds and other long-term obligations {such as installment
purchasge debt) "that will be paid from governmental funds are
recognized as a liability in the fund financial statements
when due.

Long-term obligatiocns represent the District's future
obligations or future ecenomic cutflows. The liabilities axe
reported as due in one year or due within more than one year
in-the Statement of Net Position.




TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FIMANCIAL STATEMENTS

DECEMBER 31, 2017
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

G.

Other. Accounting Policies {cont’d)

8. Other Postemployment Benefits

Eligible District employees participate in the New York
State and local Employees’ Retirement System. In addition to
providing s pension - benefits through the New York State and
local Employees’ Retirement System;  the District provides
health insurance coverage and survivoer benefits for retired
employees and their survivors. Substantially all of the
District’s ‘employees may become eligible for these benefits
if they reach normal retirement age while working for the
District. The District recognizes the cost of providing
health insurance by recording-insurance premiumg as an
expenditure in the general fundias the liabilities for
premiums mature {(come due for payment). In the district-
wide statements, the cost of postemployment health insurance
coverage is recognized on'the accrual basis of accounting-in
accordance with GASB Statement No. 45.

9, Deferred Oubflows/Inflows of Respurcas

In-addition to assets, the Statement of Net Position will
gometimes report a sepiarate section for deferred ocutflows of
regources.  This separate financial statement element; deferred
outflows of resources, trepresents a consumption of net position
that applies to a future period(s) and so will not be reccgnized
as an outflow of rescurces (expense/expenditures) until then.
The District has two items that gqualify for reporting in this
categoiy. The first item relates to the persion reported in the
Digtrict-wide Statement of Net Pogition. This represents the
effect ' of the net change in the Digtrict’'s proportion of the
collective net pension liability and difference during the
measurement period between the Distritt’s contributions and its
proportionate share between the District’sgicontributions and its
proportionate share of total contributions to the pension system
not included in pension expense, : The second item is the
District’s contribution to the New York' State Employees
Retirement system subseguent to the measurement date.

In addition to liabilities, the Statement of Net Position
and/oxr Balance Sheet will sometimes report a separate section for
deferred inflows of ‘resources. . This separate financial statement
element, deferred inflows of resources, represents an acguisition
of net position that applies to az future period{s) and so will
not be recognized as an inflow of resources (revenue} until that
time. ' The District has two items that qualify for reporting in
thig category. The first item represents the effect of the net
change in the District’/s proportion of the collective netf pension
liability and difference during the measurement pericds between
the District’s contributions and its proportionate share of total
contributions to the pension systems not included in pension
expernse. - The second item is unavailable revenue from New York
State disaster recovery grants.
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TOWN OF HEMPSTERD SANITARY DISTRICT NUMBER SEVEN

NOTES TQ FINANCIAL STATEMENTS

DECEMBER: 31, 2017
{Continued)

NOTE 1. - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

10, District-Wide Statements

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

Net Investment .in capital assets ~ congists of net
capital assets (cost'less mccumulated.depreciation). reduced
by outstanding balances of related debt obligations £xrom the

acquisition, comnstruction or improvement of thoss @ssets,
if any.

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

Unrestricted net position - reports the balance of net
position-that does not meet the ‘definition. of the above two

classifications and is deemed to be ‘available for general use
by the Distriet.

11. Fund Statements

The fund statements. report fund balance clagsifications
according to the reiative strength of spending constraints placed
on the purpose for ‘which rescurces ¢an be used, as follows:

Nonspendable - Consists of amounts that cannot be speng
because they are either not in spendable form, or legally
or contractually required to remain intact. Nonspendable
fund balance consists of prepaid items.

Restricted « Consists of amounts that are-subject to
externally enforceable legal.purpose restrictions

imposed by creditors, grantors, contributors, or. laws and
regulations of other governmments; or through constitutional
provisions or enabling legislation. Restricted fund
balances, ‘generally referred to as reserves in accordance
with New York-State law, 'are Created to satisfy legal
rescrictions, plan for future expenditures or relate to
resources not available for general use or appropriation:
Thése reserve funds are establishsd through Béard action
or.voter approval and a separate identity must be maintained
for each reserve. Earnings on the invested resources become
part of the respective reserve funds; however, separate bank
accounts are not necessary for each reserve fund. Fund

balance reserves currently in usé by the Distriect include
the following:
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(cont‘d)

11. Fund Statements {cont’d)

Employee Benefit Accrued Liasbilitv Reserve - The
Emplmyee Benefit Accrued Liability Rezerve (GMLS6-P)
iz used to reserve funds for the payment of accrued
employee benefits based on unused and unpaid sick
leave, personal leave; holiday leave ox vacation
time due an employee upon termination ‘of the
employee’s service: This reserve may be established
by a majority vote ¢f the Board, and is funded by
budgetary approprlatlons and. such other reserves and
funds that may-be legally appropriated.: The reserve
is accounted for in the general fund. The Board of
Commissioners . has set the amount of the reserve at
$1,334,061.. The reserve’s balance at December: 31,
2017 of 51,140, 173 includes $6,112 of interest

earnings accrued to the reserve in accordance
with GML §6=-P.

Asgigned - Consists of amounts that ars subject to a purpose
constraint that represents an intended use established by
the'District’s Board: The purpose: of the assignment must
be narrower than the purpose of the geneyal fund, and in
funds ‘other than the general fund, assigned fund balance
represents the residual amount of fund halance. Assigned
fund balance also includes an amount appropriated to
partially fund the subsequent vear’s budget of $6,558.
Additionally, assigned fund balance - unappropriated
includes encumbrances not classified as restricted at
the end of the fisecal year of 96,852, 550,082 for other
. pestemployment benefits (OFEB) and.$1,419,132 for future
~building and land repairs.

Unassigned -~ Represents the residual classification for
the District’s general fund and could report a surplus
or deficit. . In funds other than the general fund, the
unassigned classification is used only to report a
deficit fund balance resulting from overspendlng for

specific purposes: for which amounts had been restricted,
or assigned.

12 Fund Balance Classification

2ny portion of fund balance may be éapplied or transferred
for a specific purpose by law, voter approval if requlred by
law or by formal action of the Board if voter approval is not
required.  Amendments or modificaticon to the applied or

transferred.fund balance must also be approved by formal action
of the Board.

The Beard of Commissioners shall delegate the authority to
assign fund bhalance, for encumbrance purposes, to the person(s)
to whom: it has delegated the authority to sign purchase orders.
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{Continued)

NOTE 1:- SUMMARY - OF SIGNIFICANT ACCOUNTING BOLICIES {(cont'd)

12. Fund Balance Clagsification . (cont*d)

In cifcumstances where an ‘expenditure is incurred for a
purpose for which accountg’ are’ available in multiple ‘fund balance
¢lassifications’ {that 'is ‘vestricted, ‘assidgned or unagsigred) the
Board will assess the ‘current financial condition of the DigkErict”
and then derermine - the ‘order of application of ‘expenditures to
which £ind balance classificatidn will be ‘c¢harged.

NOTE 2 - EXPLANATION OF CERTAIN DIFFERENCES BETWEEN DISTRICT-WIDE STATEMENTS

AND GOVERNMENTAL FUND STATEMENTS

Due to the differences in the measurement focus and basis

of accounting used in the governmental fund statements and the
‘district-wide statements, certain financial transactions are
treated differently, The basic financial statements contain
a full reconciliation of these items. The differences result
primarily from the eccnomic resource measurement focus of the
digtrict-wide statements, compared with the current financial
resource measurement focus of the governmental Funds.

Total Fund Balances of Governmental Funds vs. Net Position of
Goveramentdl Activities o

Total fund balances of the District's governmental funds
differ from *net pesition” of governmental activities reported
in the Statement of. /Net Position.  This difference primarily
results fxom the long*term economic focus of the Statement of
Net Position versus the solely current financial resources focus
of the governmerntal funds balance sheet:

Statement of Revenues, Expenditures and Changes in Fund Balance

vs. Statement of BRctivities

Differences between the Statement of Revenues, Expenditures
and- Changes in Pund Balance and the Statement of Activities fall
into the following categories.

1) ‘Long-Term Revenue. and Expense Differences

Long-term revenue differences arise because
governmental funds report revenues only wheén they
are considered “available”, whereas the. Skatement of
Activities reports - revenues when ¢arned. Differences
in long~teérm expenses arise because governmental funds
repoxrt on a modified accrual basis, whereas the acerual
basis of accounting is used.on the Statement. of
Activities.
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NOTE 2 - EXPLANATION OF CERTAIN DIFFERENCES BETWEEN DISTRICT-WIDE STATEMENTS

AND: GCVERNMENTAL - FUND STATEMENTS {cont’d)

2)

3y

NOTE 3 ~ STEWARDSHIP,

Capital Related Differences

Capital related differences include the difference
between proceeds from the sale of capital ‘agsets 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
depreciation expenge on thoss items as recorded in the
Statement of ‘Rctivities:

Pengion Différences

Pension differences occur as a result of changes in
the District’s proportion of the collective net pension
agset/liabilityand differences between the District's
contributions and its proportionate share of the total
contributions to the pension system.

COMPLIANCE AND ACCOUNTABILITY

A. -Budget Policies

Budgets are adopted annually on a basis consgistent with GRAP. The
District’s procedures for establishing its budget are as follow:

1.

The Pistrict’s administration prepares a proposed budget
for.the general fund and submits it to.the Board of
Commissioners for approval.

«~The ‘propesed budget for the general fund is then

submitted by the Board of Commissioners to the Hempstead
Town Board, no later than September 20", for approval.

. Appropriations are adopted at the function/cbiect level.

. Appropriations authorized for the current vear are

ingreased by the amount of encumbrances carried forward
from the prior year.

. Appropristions established by the adoption of the

budget comstitute a limitation on expenditures (and
encumbrances)  which may be incurreéd. Appropriations
lapse at the end of the fiscal year unless expended
or - encumbered. Supplemental appropriations may occur
subject to legal restrictions, if the Board approves
them, becatse of a need that exists which was not
determined at. the time the budget was adopted. HNo
supplemental appropriations occurred during the year.
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NOTE 3 '~ STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY {cont’d)

A, Budget -Summary

The following is a summary of the District's general fund budget
for 20%17:

Adopted Budget $ 8,678,829
Pricr Year Encumbrances 865,855
Use of Assigned Fund

Balance for Building :

and Land Repairs 570 423

Final Budget §1D 115 107

B. Encumbrances

Encumbrance accountlng is used for budget.control and monitoring
purposes aend is reported as a part of the governmental funds.
Under this method; purchase orders; contriacts and other
commitments ‘for’ the expenditure of moniés areé recorded to reserve
applicable appropriations. Qutstanding encumbrancesiss of year-
end are presented as part of assigned, Unappropriated fund
balance, unless clagsified as restricted,; and do not represent
expenditures or liasbilities. 'These commitments will ‘be honored
in the subsequent period. -Related expendituresg are recognized at
that time, as the 1iability is incurred or the commitment is paid;

NOTE 4 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

The District’s investment policies are governed: by State
statues and District policy.' Resources must be depogited in Federal
Depogit Insurance Corporation (FDIC) insured commercial banks or
trust:companies located within the state.

Permissible investments include obligations of the U.8: Treasury
and U.8. agencies, repurchase agreements and obligations of New.York
State or its localities. "Collateral is required for demand and time
deposits and certificates of depossit not covered by FDIC Insurance.

Obligations that may be pledged as collateral are ohligations
of the United States of America and its agencies and obligations of

New York State and its municipalities.. Investments are stated at
fair value: '

Custodial credit risk is the risgk that in the event of a bank
failure, the District’s deposits may not be returned to it. GASE
directs that deposits be disclosed as exposed to custodial credit

rigk if they are not covered by depository insurance and the deposits
are as follows:
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{Continued)

FINANCIAL INSTITUTIONS AND. INVESTMENTS  (cont'd})

1) uUncollateralized

2} Coellateralized by securities held:by the
pledging financial institution; or

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

The District’'s depbsits at December 31, 2017, were entirely
covered By Federal depdgitory insurarce or by collateral held by the
Digtrict's custodial bank 'in the Distriet’'s name,

34




TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FINANCIAL STATEMENTS

DECEMBER. 31, 2017
{Continued)

NOTE & -~ CAPITAL ASSETS

Capital Asset balances and activity for the vear ended
Decembey 31, 2017 were as follows:

Beginning Ending
Balances Additions Reductions Balance
Capital assets not-being depreciated:
Land 49,208 =0 =0~ 48,206
Construction in Progress 269,045 802, 955 269,045 802,955
Total .capital assebs not heing deprécisted 318,251 802,955 269,048 852,161
Capital assets being depreciated:
Buildings -anid building renovaticis 955, 095 “hs 20 955,185
Refuse ‘trucks & vehicles 3,369,785 .5106,153 572,254 3,307,688
Machinery & equipment 118,233 Qs 2734 115,519
Inproverents other-than buildings 75,230 416,144 ={n 491,374
Total capital assers being dspraciared 4,818,347 926,297 574, 968 4,869,676
Lesg: accumulated depreciation for:
Buildivigs and building renovations 871,722 DA T4E g 876,468
Refusa . trucks & vehicles 2,599,431 267,323 572,254 2,294,500
Machinery & emiipment 59,860 5,878 2,714 64,024
Improvements other than buildings i 35,239 6,363 <fhs 43,602
Total accumulated degreciation 3,566,252 285,310 574,968 3,276,594
Total capital ‘asseéts being depreciated. net 552,095 640,587 o 1,553,082
Capital assets, net 1,270,346 1,443,942 269, 045 2,445,243

NOTE € ~ LONG-TERM LIABILITIES

Long-term liability balances and activity for the year are

summarized below:

Amounts Due in More
Beginning Ending Due Within Than One
Balance - Additionsg - Reductions Balance = One Year
gther long-term liabilities:
Compansated Absences $I.664, 830 S o o0- $...52,080 £.3.€30.440 8. 172,581 £ .1.439,859

The general fund is used to liguidate other léng-term liabilities.
Change in compensated absences is shown as neb.
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NOTE 7 - PENSION. DLAN

General Information About the Pension Plan

Plan Description & Benefits Provided

The District participates in the New York State and Local
Employees’ Retirement System. {ERS). . This is a cpst-sharing multiple~
employer retirement ‘gystem. The System provides retirement benefits |
as well as death and disability benefits. ' ‘The. net position of the
System is held in the New York State Common Retirement Fund {the
Fund), which was established to hold all net assets and record
chaniges in ‘fiduciary net position allocated to the System, The
Comptroller of .the State of New York serves as the trustee of the
Fund and: igithe administrative head of the System. The Comptroller
is ‘an elected official determined in a direct statewide election
and serves a four year term. Thomas P. DiNapoli has served as
Comptrolier singce February 7, 2007. In November, 2014, he was
elected for a new term commencing January i, 2015. System benefits
are established undeyr ‘the provisionsg of the New York State
Retirement and Sorial Security Law (RSSL}. Once a public emplover
elects to participate in the System, the election is irrevocable.
The New York State Constitution provides that pension membership is
a contractual relationship and plan benefits cannot-‘be diminished
or .impaired. . Benefits' can be changed for future members only by
enactment of a State statute. The District also participates in
the Public Employees'! @Group Life Insurance Plan (GLIP), which
provides death benefits in the form of life insurance; - The System
is included in the State’s financial report as a pension trust fund.
That report, including irformation with regard to benefits provided,
may be found at www.osc.gtate.ny.us/retire/publications/index.php
or obtained by writing to the New York State and Local Retirement.
System, 110 -State Street, Albany, NY 12244.

Benefits Provided

The System provides retirement benefits as well as death and
disability benefitsg:

Tiers 1.and 2

Eligibility: Tier 1 members, with the exception of those
retiring under special retirement plans, must be at least age. .55
to be eligible to-collect a retirement benefit. There ig no minimum
service requirement for Tier 1 members. - Tier 2 members; with the
exception cf those retiring under special retirement plans, must
have five yvears of service and be at lsast age 55 to be eligible
to collect a retirement benefit. The age at which full benefits

may be collected for Tier 1 is 55, and the full benefit age for
Tier 2 is €2:

Benefit Calculation: Generally, the benefit is 1.67 percent
of final average salary f£or each year of service if the member
retires with less than 20 yea¥s. - If the member retires with 20
or mere years of service, the benefit is 2" percent of final average
salary for each year of service.  Tier 2 members with five cor more
years of service can retire as eaxly as age 55 with reduced benefits.
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NOTE 7 -~ PENSION PLAN (cont’d)

Benefits Provided {cont’d}

Tier: 2 members age §5 or older with 30 or more years of service can
retire with no-reduction in benefits. As a result of Article 1% of
the RS8L, Tier 1 and Tier 2 members who worked continuocusly from
Bpril 1, 1998 cthrough October 1, 2000 received ani additional month
of service credit for each year of credited service they have at
retirément, up to-a maximum of 24 additional months.

Final -average salary is the average of the wades earned in the
-three highest consecutive years of employment.. For Tier 1 members
who joined on or after June 17, 1971, ‘each year of final average
salary is limited to no more than 20 percent of the previous year.
For Tier 2 members, each year of final average salary is limited'to
no more-than 20 percent of the average of the previous two yvears.

Tiers 3, 4 'and 5

Eligibility: Tier 3 and 4 members, with the exception of
those retiring under special retirement plang, must have five
yvears of service and be at least age 55 to be eligible to collect
a retirément benefit. Tier 5 members, with the exception of
those retiring under special retirement 'plansg, 'nust have tén
years of service and be at least age 55 'to be eligible to collect
a retirement bhenefit: - The full benefit age for Tiers 3, ¢ and 5
iz 62.

Benefit Calculation: Generally;, the'benefit. i5 1.67 percent of
final average salary for each year of gervice if the member retires
with less than 20 years. -If a wmember retires. with between .20 and 30
vears. of service, the benefit is 2 percent ¢f final average salary
for each year of service. If a niember retires with more than 30
years of service; an additional benefit of 1.5 percent of final
average salary is applied for'each year of service over 30 vears.
Tier 3 'and 4 members with five or more years of service and Tier S
members with ten or more years of service can retire as early as
age 55 with reduced benefits. Tier 3 and 4 members &ge 55 or older
with 30 or more years of service can retire with no reduction in
benefits.

Final average salary is the average of the wages earned in the
three highest consecutive years. For Tier 3, 4 and & members, each
year of final average salary is limited to no more than 10 percent
of the average of the previous two. years.

Tier. 6

Eligibilicy: Tier & members, with the exception of those
retiring under special retirement plans, wmust have ten years
of ‘service and be at least age 55 to be eligible to colléct a
retirement benefit. The full benefit age for Tier 6 is 63.
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- NOTE 7 -~ PENSION PLAN (cont’d}

—Benefits Provided {cont’d)

Benefit Calculation: Generally, the benefit is 1.67 percent:
of final average salary for each year.of service if the member
retires with less than 20 years. 1f 4 member retires with 20
years of service,. the benefit is 1.75 percent -of final average
galary for: each year of service.. If a member retires with more
than 26 years of servlce, an-additional benefit of 2 percent of
final average salary is applied for each year of service over
20 years. Tier 6 members with ten or more years of ‘service &an
retire as early as age 55 with reduced benefits.

F1na1 ‘average salary is the average of the wages earned in
the: five highest congecutive vears.  For Tier 6 members. each year
of final ‘average salary is limited to no more than 10 percent of
the average of the preV1ous four years.

Ordlnary Disability Benefits

Generally, ordinary disability benefits, usually one-third of
salary, are provided to eligible members after ten years of service;
in-some cases, they are provided after five yvears of service.

A¢cidental Disability Benefits

. For all eligible Tler 1 and Tier 2 members, the accidental:
dlsablllty benefit dis a pension ¢f 75 percent of final average
salarvy, with an offset for any Workers’ Compensation benefits
received. The benefit for eligible Tier '3, 4, 5, and 6 members
is' the ordinary disability benefit with the years-of-service.
eligibility reguirement dropped:

Ordinary Death Bensfits

Death benefits are payable upon the death, beforeé retirement;
of a member who meets eligibility requirements as set forth by law.
The first $50,000 of an ordinary death benefit is paid in the form
of group term life insurance. The benefit is generally three times
the member’s ‘annual “salary. For most members, there is also a

reduced post-retirement ordinary death benefit available.

Post-Retirement Benefit Increases

& cost-of-1iving adjustment is provided annunally to: (i} all
pensioners who have attained age 62 and have been retired for five
years; (ii) all pensioners who have attained age 55 and have been
retired for ‘ten vears; (iii) all disability pensioners, regardless
of &age, who ‘have begen retired for five years; (iv) ERS recipients
of anaccidental death benefit, regardless  of age, who have been
receiving such benefit for five years and (v) the spouse of a
deceased retivee receiving a lifetime benefit under an option
elected by the retiree at retirement. An eligible spouse is
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NOTE 7 - PENSION PLAN {cont'd)

Benefits. Provided (cont’d)

entitled to one-half the cost-of-living adjustment amount that
would have been paid to the retiree whén the retiree would have

met the eligibility eriteria. . This cost-of-living adjustment

is'a percentage of the annual retirement benefit of the eligible
member as. computed on a base benefit amount not to exceed $18;000
of the annual retirement benefit. The cost-of-living percentage
ghall be 50 percent of the amnual Consumer Price Index as published

by the U.S. Bureau of Labor, But cannot be less than 1 percent or
excead 3 percent.

Contrlbutlons

The System is nongeontributory except for employees who joined
the ‘New York State and Ldcdl Employees’ Retirement System after
July 27, 1876, who contribute 3 percent of their salary for the
first ten years of membership; and employeées who joined on or
after January 1, 2010 who generally contribute 3 percent of their
salary for their entire length of service.  :For Tier 6 members,
the contribution rate varies from 3% to 6% depending on salary.
Generally, Tier 5 and 6 members are required to contribute for
all years of service. Under: the authority of the NYSRSSL, the
Comptroller annually certifies the dctuarially determined rates
expressly used in computing the employers’ contributions based
on galaries paid during the Systems’ fiscal year ending March 31.
Contributions for the current year and two preceding yvears were
equal: to 100 percent of the contributions reguired, and were as
follows:

ERS .
December 31, 2017 $567,9883
December 31,2016 $557, 168
Decemper 31, 2015 £673, 660

Pension Liabilities; Pension Expensée, and Deferred Outflows of

Resources and Deferred Inflows of Resources Related to Pensions

At December 31, 2017, the District reported a liability of
$1,349,622 for its proportionate share of the net pensien lishility.
The net pension liability was measured as of March 31, 2017, and
the total pension liability uged to calculate the net pension
liability was determined by an actuarial valuation as of that
date. The District's proportion of the net pension liability
was based on'a projection of the pistrict’s long-term share
of dontributions to the pension plan relative to the projected
contributions of all participating members, actuarially determined.

At March 31, 2017, the District’s proportion was 0,.0143634
percent, which was a decrease of (0.0015091 percentage point £rom
its proportion measurxed as of March 31, 2016,
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NOTE 7 - PENSION PLAN {cont‘'d}

Pension Liabilities, Pengion Expense, and Deferred outflows of
Regources and Deferred Inflows of Resources Related to Pensions
(econt'd}

For the year ended December 31, 2017, the District recognized
pension expénse of $730,684. At December 31, 2017, the District
reported deferred outflows ofiresources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Regources of Resources
Differences between expected
and actual experience 833820 $ 204,048
Net diffevence between projected
and actual investment earnings on
pension’ plan investments 269,574 “0s
Changes  of ‘Assumptions 461,080 =0

Changes in proportion and differences
between the District's contributions and

proporticnate share of contributions 22,123 128,471

Employer contributions subsequent to

the measurement date 429,145 =0 =
Total $1.215.742 $.333.419

The amount of $429,145 reported as deferred cutflows of
resources related to pensions resulting fron the Disgtrict's
contributions subsequent to the measurement date will be recognized
as a reduction. of theé net pension liability in’the yéar ended
December 31, .2018. Other amounts reported as deferred outflows
of resources and deferved inflows of resources related to pensions
will be recognized in pension expense as follows:

Year ended December 31:

2018 $ 213,045
2019 $ 213,045
2020 4.222,978
2021 ${195,850)
2022 $-0=
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NOTE -7 ~ PENSION-PLAN (cont'd)

Actuarial Assumptions

The total pension liability at March 31, 2017 was determined
by using an actuarial Vvaluation as of April 1, 2016, with update
procedures used to roll forward the total pension liability to
March 31, 2017. ‘The actuarial valuation used the following
actuarial assumptions:

Inflation rate 2.5%
Salary ‘scale

ERS 3:8%
Interest rate 7:0%
Cost of living

adjustments 1.3%

Annuitant mortality rates are based on April’l, 20i10-March 31,
2015 System experience with adjustments for mortality improvements
based on the Society of Actuaries’ Scale MP-2014.

The ‘actuarial assumptions used in the April 1, 2016 valuation
are based on the results of an actuarial experience study for the
period April 1; 2010 -"March 31, 2015,

The long-term expected rate of return on pension plan
investments was determined using a building-block method in
which best-estimate ranges of expected future real rates of return
{expected return, net of investment expenses and inflation) are
developed for each major asset class. Thege ranges are combined
to produce the long-term expected rate of return by weighting the
expected future reéal rates of return by the target asset allocation
percentageand by adding expected inflation.

Best ‘egtimates. of arithmetic real rates of return for each
major asset class included in the target asset allocations as of
March ‘31; "2017 are summarized below:

Long Term

Asset Type Target Allocation Expected Real Rate
Domestic Egquity 36% 4.55 %
Internatiocnal Equity 4% 6.35 %
Private Bguity 10% 7.75 %
Real Estate 10% 5.80 %
Absolute Return Strategiesi{l) 2% 4.00 %
Opportunistic Portfolio 3% 5.89 %
Reéal Assets 3% 5:54 %
Bonds & Mortgages 17% 1.31 %
Cash 1% (.25)%
Inflaticon Indexed Bonds 4% 1,50 %
- 100%

The real rate of return is net of the Long-term inflation
assumption of 2.50%.

{1) Excludeg equity-oriented and Long-only funds. For
investment management puyposes, thése funds are inclided in doméstic
equity and international egquity, respectively.
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NOTE 7 -. PENSION PLAN {cont’d}

Actuarial Assumptions (cont'd}

Discount Rate

The discount rate used to calculate the total pension
liability was 7.0% (the discount rate used by the ERS at the
prior vear's measurement date of March 31, 2016, was 7.0%).

The projection of ‘cash flows used to determine the discount
rate-assumes that contributiens from plan members will be made

at ‘the current contribution rates and that contributions from
emplovers will be made &t statutorily reguired rates, actuarially
determined. - Based upoh ' the assumptions, the System's fiduciary
net position wag projected to be available to make all projected
future benefit payments of current plan members. Therefore; the
long term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine
the total pension liability.

Sen51t1v1ty of the Proportionate Share of the: Net: Pension Llablllty
to.the Digcount. Rate Assumption

The followzng presents the District's proportionste share of
the net pension. liability calculated using the discount rate of
7.0 percent; -as:well as what the District’s proportionate gshare
of the net pernsion liability would be if it were calculated using
a discount rate that ig l-percentage-point ‘lower (6.0 percent) or
1~percentage-point higher (8.0 percent) than the current xzate:

1% Curzent 1%
Decrease - Assumption Increage
{6.0%) (7.0%) (8.D%)
District's proportionate
share of the net pension
liability (Asset) $4;310,424 $1,348,622 ${1;1583,731}

Pension Plan Fiduciary Net Position

The components of the current-year net pensionliability of the
employers as of March 31, 2017, were as follows:

{Dollars in Thousands)

Employess’
Retirement System
Employers’ total pension liability $177,400,586
Plan net peosition 168,004,363
Employers’ net pension liability $.9,396,223
Ratic of plan net position to the
employers® total pension liability 54 7%




TOWN OF HEMPSTERD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017
{Continued)

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (OPEB)

A. Plan Description

The District, ‘as a single-employer defined bhenefit OPEB plan,
in accordance with its contracts with employeés; will pay the fulil
premium costs for medical  insurance: coverage for the esligible
enployee and spouse for ‘the lifetime Of the employee.  The District
will also.reimburse retirees, ‘spouses and surviving spouses for the
full premium costs for Medicare Part B payments. These contracts
will be renegotiated at various times in the future, All financial
activities of the Plan are included in the financial statements of
‘the District. The Plan does not issue a-separate financial report.
As of December 31, 2015, the most recent actuarial wvaluation, thexe
were B6 active and retired employees {including surviving spouses)
participating in the District’s OPEB plar.

8. Punding Policy

The District assumes the full cost: of the premiums -and
recognizes the cost of the healthcare plan annually as expenditures
in the general fund of the fund financial statements as payments are
made . Currently, there is no provigion in the law to permit’ the
District te fund OPEB by any means other than ‘the “pay as vou.go”
method.

¢, Annual QPEBR Cost and Net OPEBR Obligation

The District’s annual other post-employment benefit cost
{expense) is ealculated based on the annual required contribution
of the employer {(ARC), an amount actuarially determined under the
Alternative Measurement Method in accordance with parameters of
GASB 45.  The ARC represents a level of funding that, if paid on
an-ongoing basis; is projected to cover normal costs eéach year and
amortize any unfunded actunarial liabilities over a:period not te
exceed 30 years. The following table shows thée components of the
District’s annual OPEB cost for the year, the amount contributedi to
the plan, and the District’s net OPEB cbligation to the District's
healthcare plan:

Annual required contribution  (ARC) 52,019,682
Interest on net CPER obligation 249,744
Adjustment to ARC {390,963)
Annual OPER cost 51,878,463
Contribution made {394,303}
Increase in OPEB obligation $1,484,160
Net OPER obligation - Beginning of year B,324,789
Net OFER obligation ~ End of year $5,808,949

43




TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FINANCIAYL STATEMENTS

DECEMBER 31, 2017
{Continued)

NOTE 8 ~ OTHER POSTEMPLOYMENT BENEFITS (OPEB) (cont‘d)

The District’s annbal OPES cost, the percéntage of annual OPEB cost
contributed: to the plan, and the net OPEB oblidationsg for December 31, 2017
and the two preceding years were as follows:

Percentage of

Annual. QPER Cast Net OPEB

Fiscal Year Ended OPER. Cost Contributed Obligation
12/31/261% 1,866,942 13.7% 6,844,485
12/31 /20818 1,875,382 21.1% 8,324,78%
12/31/2017 1,878,463 21.,0% 9,808,943

D. Funded Status and Funding Progress

As of ‘December 31, 2017, which was an update of the Deceuber 31,
2015 wvaluation, the plan was 0% funded. The actuarial accrued
lisbility for benefits wag $23,416,480 and the actuarial value of
assets. was $-0«, resulting in an unfunded actuarial accrued Yisbility
{URAL). of $23,416,480. The covered payroll (annual payroll of active
employees covered by the plan) was $4,;130,925 and the ratio of the
UAAL to the covered payroll was 586.86%.

Agtuaxial valuations of an ongeoing plan involved estimates of
the value of reported amounts and assumptions about the probability
of “occurrence of events far into the future. Examples inciude
assumptions about future employment, mortality, “and the healthcare
cost trend.  Amounts determined regarding the funded-status of the
plan and the annual regquired contributions of the -emplover are
subject to continual revision as actual results are compared with
past. expectations and new estimates are made about the future. The
required schedule: of funding progress following the notes. to the
financial statements presents multi-year trend information about
whether the actuarial value of plan assets is increasing or

decreasing over time relative to the actuarial accrued liability
for behefits. :

E. Actuarial Methods and Assumptions

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

in the December 31, 2017 update of the actuarial valuation, the
entry age actuarial cost method was used.  The actuarial assumptions
included a 3.0% funding interest rate and the medical/drug trend rate
of 5%. ' The unfunded actuarial accrued liability is being amortized
as level percentage of projected payrolls on a2 closed basis.
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TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TL FINANCIAL STATEMENTS

DECEMBER .31, 2017
{Continued)

NOTE 5 - RISK MANAGEMENT

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

NOTE. 10- ASSIGNED APPROPRIATED FUND BALANCE

The ‘amount of 56,558 has been appropriated to reduce taxes for
the year ending Decembexr 31, 2018. '

NOTE 11- ASSIGNED UNAPPROPRIATED FUND BALANCE

A, Encumbrances are classified as assigned fund balance. At

December 31, 2017, the District encumbered 596,862 for -building and
land repairs, . '

B. In 200%, the Board of Commissioners designated $50,000 of the
general -fund’'s fund balance for other postemployment benefits (QPEB)
Under GASB 54, this internal designation is clasgsified as assigned
fund balance in the ‘2017 finsncial statements, As &f December 31,
2017, the balance of this assigned fund balance was $50,09%.

C. In December 2015, the Bosrd of Commissioners designated

$37000,000 of the genexral fund’s fund balance for Huture Building
and Land Repairs.  Under GASB 54, this internal degignation is
clasgified as assigned fund balance 'in the fund financial statements:
During 2016, the Beard authorized the use of $1,010,445 of this
internal designation for the purchase of sanitation eguipment and
building and land repairs, During 2017, the board authorized the

use of 5570,423 of this internal designation for building and land
repairs, purchase of equipment and insurance. The balance of this
assigned fund balange wag $1,;419,132 as of December 31, 2017.

NOTE: 12~ COMMITMENTS AND CONTINGENCIES

There are no impending liabilities, direéct claims or contingent
liabilities resulting from litigation which might materially affect
the District's financial position;’ since gsubstantially all
contingencies arising from litigation are covered by insurance.
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NOTE 13~

NOTE 14-

NOTE 15-
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TOWN -OF HEMPSTEAD SANITARY DISTRICT ‘NUMBER SEVEN

NOTES T{ FINANCIAL STATEMENTS

DECEMBER 231, 2017
(Continued)

TAX ABATEMENTS

The Bistrict receives payments in lieu of taxes  (BPILOT) from
the Town of Hempstead as & result. of property tax abatement programs
entered into by the Town's Industrial Development Agency undexr New
York State Real Property Tax Law §412-a. During the year ended
December 31, 2017, the District received $11,608 of such PILOT
revenues. -The amount of the District’s property tax revenues
abated as a resulf of these programs were $11,489,

The District also vreceived $2,796 of PILOT related ©6. the
Long Island Power Authority (LIPA) from the County; thesé LIPR PILOT
paymentag are not the result of tax abatement adgreements as defined
by GASB ‘Statement No. 77, “Tax Abatement Disclosures”.

SUBSEQUENT: EVENTS

Management has evaluated subsequent events through the date
of the Independent Auditor’s Report; which is the date the financial
statements were avallable to be issued.  No significant events were

identified that recquire adjustment or disclosure in the financial
statements.

The Governmental Accounting Standards (GASB} has issued
pronouncements not yet required to be implemented by the District.
The ‘Statements that may impact the District are as follows:

GASB Statement No...75 '~ In June 2015, GASB issued Statement
No., 758, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. GASB No. 75 improves aceounting and
financial reporting by state and local governments for postemployment
benefits other than pensions (other postemployment benefits or OPER) .
It alsp improves information provided by state:and local . governmental
employers about-finarcial support for. OPEB that ‘iz provided by
other entities.  This statement is effective for the District’s
fiscal year ending December 31, 2018,

GASE Statement No. 82 -« In March 2017, GASB issued Pension
Issues an Amendment of GASB Statements No. 67, No. 88, and No. 73.
GASB No. 82 addresses issues regarding (1) the presentation of
payroll - related measures in required supplementary information,

{2) .the selection of azsumptions and the treatment of deviations
from the guidance in an Actuarial Standard of Practice for financial
reporting purposes, and {3) the classification of payments made

by emplovers to satisfy employee (plan member) contribution
reguirements. This statement is effective for the District’s

fiscal year ending December 31, 2018,
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TOWN OF HEMPSTEAD SANITARY DISTRICT NUMBER SEVEN

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017
{Continued)

NOTE 15- NEW GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) PRONOUNCEMENTS {cOfit’d)

GASE Statement No, 83 = In November 201§, GASE issued
Statement No, 83, Certain dgset Retirement Obligations. GASB
No. B3 addresses accounting and financial reéporting for certain
agsset retirement obligations (AROs) . An ARO. is a legally enforceable
liability associated with the retirenment of ‘a tangible capital
asget. A government that has legal obligations to perform future
asset retirement activitiesg related to its tangible capital assets
should recognize a liebility based on the guidance in this statement.

Thig statement is effective for the District’s fiscal year ending
December 31, 2018.

GASHE Statement No. 85 = In March 2017, GASE issued Statement
No. 8%, Omnibus 2017.  GASR No. B85 addresses practive isgues related
to-blending component units, goodwill, fair value measurement and
application, and postemployment benefits (pensicns and other
postemployment benefits [OPEB]). This Statement is effective for
the District!s figcal year ending December 31, 2018:

GASB Statement No. 86 =~ In May 2017, GASB issued Statement
No. 86, Certain Debt Extinguishment Issues. GASB No! 86 improves
consistency in accounting and financial ‘reporting for in substance
defeasance of debt by providing guidance for transactions in
which cash and cother monetary assets acguired with only existing
resources & resources other than the Proceeds of refunding debt &
are placed in an irrevocable trust for the sole purpose of
extinguishing debt. This statement alsc improves accounting
and financial reporting for prepaid insurance on debt that isg
extinguished and notes to financial statements for deblb that
is defeased in substance, This statement is effective for the
Digtrict’s fiscal year ending December 31, 2018

GRSE Statement No. B7 -~ In June 2017, GASB issued Statement
No. 87, lLeages, GASB No. 87 increases the usefulness of government’'s
financial statements by requiring recognition of certain lease agsets
and liabilities for leases that previously were classified as
operating leases and recognized as inflows of resources or ocutflows
of ‘resources based on: the payment provisions of the contract.

This statement is effective for the District’s fiscal year ending
Dacember 31, 2020

GASE Statement No. 88 = In March 2018, GASB issued Statément. No.
88, (Certain Disclosures Related to Debt, Including Direct Borrowings
and Direct Placements. GASB No. 88 improves the information that is
disclosed in notes to government financial statements related to
debt, including direct borrowings and direct placements. It also
clarifies which liabilities governments should include when
disclosing information related to debt. This statement is effective
for the bistrict’s fiscal vear ending December 31, 2015.

The District's management has not yet determined the effeck
these statemerits will have on its financial statements.

47




REVENUES
Real Property Taxeg
Qtheox Fayments in Lieu of Taxes
Use of Money and Property
Sale of Prbperty and
Compensation for Loss
Federal Sources

Igkal Ravenyes
AEPROPRIATED FUND BALANCE
Prior Years! Surplus

Pricr: Year Encumbrances

Uge of Assigned Fund Balance
3 e

Total Revenues and
~Bpprepriaved Fund Balange

EXEEURITURES
Home. and Ccmmupi:y Services
Employee Beénefits
Total Expenditures
Excess of kevenuea Over Expenditures
fund Balante - Beginning of Year

Fund Balance - End of Year

See Paragraph on Reduived

Original Fifnal
Budget Budget Aotual
§$8,664,356 5 8,664,358 5  §,664,353
14,430 14,430 14,404
=0= =f= 23,269
=0 ) 157,966
v o [ 28,3104
SR, 678,786 $..B,678,786 & B, HEB, 098
& 43 4 43
865,855 BES, B85
=0 570,423
s 865,888 8 1,436,321

59,544,684

$ 10,115, 107

Final Budgat
Yariance

$ PR
(26}
23,269

157,968
28,104

§..209,310

¥gar-gnd Final Budget

Encumbrances Variance
$ 6,234,175 8 6,668,229 s 6,372,312 s 86, B6D 8 192,088
3,310,508 .3.446,873 3,382,920 == 63,8958
$°.9,544 684 $.10,115,107 $ 8,762,232 56,882 5 258,013

5 {874,136}

Supplementary Information Included in Independent huditor's Report




TOWN OF HEMPSTEAD SANITARY DISTRICT. NUMBER SEVEN

SCHEDULE: OF FUNDING PROGRESS - OTHER POST. EMPLOYMENT. BENERITS {(OPEB}

FOR_THE -YEAR ENDED DECEMBER 31.. 20217

Actuarial UARL as a
: ' Accrued Untunded Peércentage of
Valuation Value of Liability (RAL) ARL Funded Covered Cavered
Date _Aesets Entyy AGE. (UAAL) Ratio Fayroll Payroli
12/31/2008 ¢ -0~ 3 15,212,400 § 15,212,400 0% $ 3,816,987 358%
12/31/2012 % =0 $ 16,755,720 5 16,785,720 0% $ 4,494,532 373%
1273172015 % =0= 3 23,416,480 $- 23,416,488 0% 8 3,968,695 580%

See~Paragraph on Required Supplementary Information Included in Independent Auditor's Report
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2021

2012
2013
2014
2015
2016

2017
Note 1

IO OF ‘HEMPSTEAD SANT

Y DISTRICT

BER. .SEVEN

SCHEDULE OF STATISTICAL DATA

AS OF DECEMBER 31, °2017

Agsepged
Valuation

18,163,016
17,297,276
14,107,326
13,803,064
13,439,966

12,280,658

11,581,206

Tax Rate
45.385%
48.2458%
61.323%
63 .780%
65.812%
70.221%

74.750%

Net Adjusted
Budaet

8,352,478
$,159,003
8,851,222
8,808,333
8,845,094
8,630,659

8,664,399

The tax levies for the following years were lower. than the net
adjusted budget because the District urilized available fund
balance in the following smounts:

Hote 2

Nassau County Re-AsseSsment Assessed Valuation.

represents. blended-rate of fouy ¢lasses of property.

¥ Paragraph on Other Supplementary Informatiss Included in Independent Auditor's Report
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Budget Yeay
2010
20311
2012
2013
.2014
2018
2018

2017

Tax Rite

Iax Levy
8,352,296
8,818,769
8,651,092
8,808,233
8,845,048
8,630,545

8.664,356

Levy Lower. Than
Net ‘Adjusted
Budget

55

180
640,234
130

100

46

114
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Hempstead Sanitary District Number Seven
Oceanside, New York:

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
governmental activities, and the major fund of the Town of Hempstead Sanitary District Number
Seven (the District), as of and for the year ended December 31, 2017, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements and have
issued our report thereon dated August 20, 2018.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the District’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

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

Purpose of This Report

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

Williamsville, New York
August 20, 2018
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